USAID/GEORGIA'’S
AGRICULTURE PROGRAM

MID-TERM EVALUATION

June 2022

This publication is made possible by the support of the American People through the United States Agency
for International Development (USAID) and was prepared by Integra Government Services International
LLC for the Learning, Evaluation, and Analysis Project (LEAP Ill) Activity.



USAID/GEORGIA’S AGRICULTURE

PROGRAM

MID-TERM EVALUATION

Contract Title:
Contract Number:
Activity Number:
Submitted:

Contractor:

USAID Office:
COR:
Photo Credit:

Prepared by:

DISCLAIMER

LEAP lll: Learning, Evaluation, and Analysis Project
GS-10F-083CA / 7200AA18M0004

1009.1064

Final Report — June 6, 2022

Integra Government Services International LLC

[ 156 I5% Street NW, Suite 800

Woashington, DC 20005

USAID/Georgia

Katie Qutub, kqutub@usaid.gov

Georgian Product Renaissance, LTD (GRP), Pecan Processing Facility, in
Khobi Municipality, Samegrelo-Zemo Svaneti Region
(Photo/USAID Georgia Agriculture Program)

Nikolaus Eichman, Mikheil Pakatsoshvili, Lasha Kavtaradze

This evaluation is made possible by the support of the American people through USAID. The authors’
views expressed in this publication do not necessarily reflect the views of USAID or the United States

Government.

USAID.GOV

USAID/GEORGIA’S AGRICULTURAL PROGRAM MID-TERM EVALUATION | |


mailto:kqutub@usaid.gov

TABLE OF CONTENTS

LIST OF TABLES 3
LIST OF FIGURES 4
ACRONYMS 7
ACKNOWLEDGEMENTS 9
EXECUTIVE SUMMARY 10
I. INTRODUCTION AND BACKGROUND 17
2. METHODOLOGY 22
3. FINDINGS 25
4. CONCLUSIONS 49
5. RECOMMENDATIONS 51
ANNEX |: STATEMENT OF WORK 55
ANNEX Il: EVALUATION WORK PLAN 71
ANNEX lll: DOCUMENTS REVIEWED 133
ANNEX IV: KEY INFORMANTS, FOCUS GROUP, AND SURVEY RESPONDENTS 135
ANNEX V: STATISTICAL ANNEX 144

USAID.GOV USAID/GEORGIA’S AGRICULTURAL PROGRAM MID-TERM EVALUATION | 2



LIST OF TABLES

TABLE |: RECOMMENDATIONS FOR FUTURE PROGRAMMING 51
TABLE 2: ILLUSTRATIVE EVALUATION MATRIX 59
TABLE 3: GETTING TO ANSWERS MATRIX — AGRICULTURE PROGRAM EVALUATION 82
TABLE 4: GETTING TO ANSWERS MATRIX — ECONOMIC SECURITY PROGRAM EVALUATION 86
TABLE 5: STAKEHOLDER CATEGORIES 93
TABLE 6: DELIVERABLES TIMELINE 96
TABLE 7: USAID DISCUSSION GUIDE 119
TABLE 8: DONOR-FUNDED PROGRAMS DISCUSSION GUIDE 120
TABLE 9: GOVERNMENT OF GEORGIA DISCUSSION GUIDE 121
TABLE 10: USAID AGRICULTURAL PROGRAM AOR/COR DISCUSSION GUIDE 125
TABLE | I: CNFA TEAM DISCUSSION GUIDE 126
TABLE 12: DIRECT BENEFICIARIES DISCUSSION GUIDE 127
TABLE 13: PRIVATE SECTOR PARTNERS DISCUSSION GUIDE 129
TABLE 14: PRIVATE SECTOR STAKEHOLDERS DISCUSSION GUIDE 130
TABLE 15: SITE VISIT SUMMARY REPORT 132
TABLE 16: CHALLENGES IN VCS IDENTIFIED IN THE SECTOR SELECTION AND VALUE CHAIN
ANALYSIS REPORT 156

USAID.GOV USAID/GEORGIA’S AGRICULTURAL PROGRAM MID-TERM EVALUATION | 3



LIST OF FIGURES

FIGURE |: SUMMARY OF MIXED METHODS—DESK REVIEVY, SURVEYS, KIIS 23
FIGURE 2: SALES BY GRANTEES AND TAA RECIPIENTS BEFORE AND AFTER JOINING THE
PROGRAM 27
FIGURE 3: CHALLENGES IN THE AGRICULTURE SECTOR 28

FIGURE 4: THE MOST FREQUENTLY MENTIONED CHALLENGES IN EACH VALUE CHAIN 29
FIGURE 5: NUMBER OF GRANTEES AND TA RECIPIENTS RECEIVING SUPPORT FROM SOURCES

OTHER THAN GOG INSTITUTIONS 30
FIGURE 6: SATISFACTION OF GRANTEES AND TA RECIPIENTS WITH TECHNICAL SERVICES
RECEIVED FROM THE PROGRAM AND OTHER STAKEHOLDERS 31
FIGURE 7: USEFULNESS OF PROGRAM SUPPORT 32
FIGURE 8: VALUE CHAIN ACTORS WITH WHICH GRANTEES AND TA RECIPIENTS IMPROVED
RELATIONSHIPS 33
FIGURE 9: STAKEHOLDERS FROM WHICH GRANTEES AND TA RECIPIENTS RECEIVE SERVICES 34
FIGURE 10: USEFULNESS OF PROGRAM SUPPORT FOR UTILIZING DIGITAL TOOLS 36
FIGURE | I: PROGRAM IN-KIND GRANT DISBURSEMENT BY VALUE CHAIN 38
FIGURE 12: VALUE OF EXPORTS AND THEIR ATTRIBUTION TO THE PROGRAM 39
FIGURE 13: VOLUME OF EXPORTS AND THEIR ATTRIBUTION TO THE PROGRAM 40
FIGURE [4: NUMBER OF FULL-TIME AND SEASONAL JOBS CREATED BY PROGRAM BENEFICIARIES

40
FIGURE 15: PROGRAM DATA ON YEAR-OVER-YEAR EXPORTS AND JOBS 4|
FIGURE I6: EXPORTS IN THE AGRICULTURE SECTOR 2016 — SEPTEMBER 2021 (FIRST 9 MONTHS
OF 2021) 43
FIGURE 17: ECONOMIC IMPACT OF COVID-19 AFFECTING PROGRAM BENEFICIARIES 44
FIGURE 18: BUSINESS PERFORMANCE PERCEPTIONS FOR THE NEXT FIVE YEARS 45
FIGURE 19: CHALLENGES IN THE AGRICULTURE SECTOR 144
FIGURE 20: USEFULNESS OF THE PROGRAM SUPPORT 145
FIGURE 21: PLANS OF GRANTEES AND TA RECIPIENTS TO DIVERSIFY EXPORTS BEFORE JOINING
THE PROGRAM 145
FIGURE 22: MARKETS TO WHICH THE SURVEY RESPONDENTS PLANNED TO SELL BEFORE
JOINING THE PROGRAM 146
FIGURE 23: ADVANTAGES OF SELLING TO RUSSIA AND/OR CIS COUNTRIES 147
FIGURE 24: CHALLENGES WHEN EXPORTING TO HIGH-END MARKETS 147

USAID.GOV USAID/GEORGIA’S AGRICULTURAL PROGRAM MID-TERM EVALUATION | 4



FIGURE 25: INTERVENTIONS OF THE PROGRAM THAT GRANTEES FOUND THE MOST USEFUL

148
FIGURE 26: NUMBER OF GRANTEES AND TA RECIPIENTS, WHO RECEIVED SUPPORT FROM
OTHER SOURCES 149

FIGURE 27: STAKEHOLDERS THAT PROVIDED SUPPORT TO GRANTEES AND TA RECIPIENTS 149
FIGURE 28: REASONS WHY GRANTEES AND TA RECIPIENTS COULD / DID NOT MAINTAIN

MARKET LINKAGES TO HIGH-END EXPORT MARKETS 150
FIGURE 29: SHARE OF GRANTEES AND TA RECIPIENTS RECEIVING SERVICES FROM DIFFERENT
STAKEHOLDERS 150

FIGURE 30: STAKEHOLDERS FROM WHOM GRANTEES AND TA RECIPIENTS RECEIVE SERVICES
151

FIGURE 31: OVERALL SATISFACTION OF GRANTEES AND TA RECIPIENTS WITH THE RECEIVED

SERVICES FROM OTHER STAKEHOLDERS 152
FIGURE 32: SERVICES RECEIVED FROM OTHER STAKEHOLDERS WITH WHICH THE SURVEY
RESPONDENTS WERE THE LEAST SATISFIED 152
FIGURE 33: TRANSFORMATION OF RELATIONSHIPS OF GRANTEES AND TA RECIPIENTS WITH
OTHER VC ACTORS AFTER JOINING THE PROGRAM 153
FIGURE 34: VALUE CHAIN ACTORS WITH WHOM GRANTEES AND TA RECIPIENTS IMPROVED
THEIR RELATIONS 154

FIGURE 35: RESPONDENTS WHO BUY PRODUCTS FROM OTHER FARMERS / PRODUCERS |54
FIGURE 36: NUMBER OF FARMERS / PRODUCERS FROM WHOM THE PROGRAM BENEFICIARIES

BUY PRODUCTS 155
FIGURE 37: TOP THREE TYPES OF SUPPORT PROVIDED MOST FREQUENTLY TO THE TA
RECIPIENTS 155
FIGURE 38: USEFULNESS OF PROGRAM’S SUPPORT IN UTILIZING DIGITAL TOOLS 156
FIGURE 39: THE MOST FREQUENTLY MENTIONED CHALLENGES PER EACH VC 158
FIGURE 40: THREE MOST USEFUL AREAS OF PROJECT INTERVENTION IDENTIFIED BY THE
GRANTEES 159
FIGURE 41: USEFULNESS OF GRANTS BY THEIR TYPES 159
FIGURE 42: INCOME CHANGE OF GRANTEES FROM EXPORTS 160
FIGURE 43: INCOME CHANGE OF GRANTEES FROM DOMESTIC SALES 160
FIGURE 44: VALUE OF EXPORTS AND THEIR ATTRIBUTION TO THE PROGRAM 161
FIGURE 45: VOLUME OF EXPORTS AND THEIR ATTRIBUTION TO THE PROGRAM 161
FIGURE 46: NUMBER OF JOBS CREATED BY THE GRANTEES AND TA RECIPIENTS 162
FIGURE 47: EFFECTS OF COVID-19 ON THE GRANTEES AND TA RECIPIENTS 162

USAID.GOV USAID/GEORGIA’S AGRICULTURAL PROGRAM MID-TERM EVALUATION | 5



FIGURE 48: OUTLOOK ON THE PERFORMANCE OF BUSINESSES IN THE NEXT FEW YEARS 163
FIGURE 49: INVOLVEMENT OF WOMEN IN AGRICULTURAL VCS 164
FIGURE 50: INVOLVEMENT OF YOUTH IN AGRICULTURAL VCS 164

USAID.GOV USAID/GEORGIA’S AGRICULTURAL PROGRAM MID-TERM EVALUATION | 6



ACRONYMS

BEE -
BSO -
CNFA -
EBRD -
EDA -
ENPARD -
EQ -
ET -
FAO -
GDP -
GOG -
HACCP -
P -
ISsO -
KI - -
LEAP 11l -
LOP -
M&E -
MEL -
MEPA -
MSD -
MSME -
NGO -
PPD -
PSE -
PY -
R&D -
RDA -
TA -

USAID.GOV

Business Enabling Environment

Business Service Organization

Cultivating New Frontiers in Agriculture

European Bank for Reconstruction and Development
Export Development Association

European Neighbourhood Programme for Agriculture and Rural Development
Evaluation Question

Evaluation Team

Food and Agriculture Organization

Gross Domestic Product

Government of Georgia

Hazard Analysis Critical Control Point

Implementing Partner

International Organization for Standardization

Key Informant Interview

Learning, Evaluation, and Analysis Project llI

Life of Project

Monitoring and Evaluation

Monitoring, Evaluation, and Learning

Ministry of Environmental Protection and Agriculture
Market Systems Development

Micro, Small, and Medium Enterprises
Non-governmental Organization

Public-Private Dialogue

Private Sector Engagement

Project Year

Research and Development

Rural Development Agency

Technical Assistance

USAID/GEORGIA’S AGRICULTURAL PROGRAM MID-TERM EVALUATION | 7



USAID- United States Agency for International Development
UsG - United States Government

vC - Value Chain

USAID.GOV USAID/GEORGIA’S AGRICULTURAL PROGRAM MID-TERM EVALUATION | 8



ACKNOWLEDGEMENTS

The authors would like to acknowledge and thank the numerous respondents and beneficiaries of the
USAID Agriculture Program during the evaluation, particularly those who shared their time and
experiences during remote data collection and the preparation of this report. The authors thank
USAID/Georgia Program Development Specialist Ketevan Chogovadze and Contracting Officer
Representative Siobhan Pangerl, who contributed time and insights to the evaluation, and LEAP IlI
Contracting Officer Representative Katie Qutub. We thank USAID Agriculture Program Chief of Party
Louisa Namicheishvili and Deputy Chief of Party Shalva Pipia and other staff for providing information and
support to this evaluation. The authors also acknowledge USAID/Georgia staff for their time and efforts
in providing project documents, extensive feedback, and review during this evaluation. The team wants to
thank all of our Georgian consultants who made our remote data collection go smoothly. Also, we
acknowledge the support of LEAP |ll home-office staff, David Quinn, LEAP Il Chief of Party; Ganyapak
(Pin) Thanesnant, Director of Operations; and Liesl Kim, Senior Associate.

USAID.GOV USAID/GEORGIA’S AGRICULTURAL PROGRAM MID-TERM EVALUATION | 9



EXECUTIVE SUMMARY

INTRODUCTION

The United States Agency for International Development (USAID)/Georgia requested the Learning,
Evaluation, and Analysis Project Ill (LEAP Ill) team to conduct a performance evaluation of the USAID
Agriculture Program (the Program) implemented by Cultivating New Frontiers in Agriculture (CNFA).
The evaluation looks at the performance and effectiveness of USAID’s Agriculture Program in accelerating
the growth of agricultural sub-sectors that demonstrate strong potential to create jobs and increase
incomes and revenues of micro, small, and medium enterprises (MSMEs) in line with USAID’s updated
development objectives which include diversifying export markets away from malign countries (e.g.,
Russia).

Ultimately, based on findings and conclusions, the evaluation team (ET) has outlined actionable
recommendations to USAID/Georgia regarding any necessary adjustments to the implementation of the
selected activities and future programming needs and approaches. These recommendations are drawn
from the key findings of the four evaluation questions (EQs) that look at opportunities for change and
possible adjustments that could enhance current Program activities and inform planning for future activities
in the USAID/Georgia agriculture portfolio. These recommendations are presented as potential areas of
intervention based on the current needs in the post-COVID-19 recovery and country situation.

METHODOLOGY

For this mid-term evaluation, the ET used a mixed-methods approach, pairing qualitative, in-depth remote
interviews with key stakeholders, Program partners, and informants with online surveys and group
interviews. Questionnaires created to answer the EQs focused on whether Program interventions have
been necessary and sufficient to diversify agricultural exports beyond Russia; how the Program’s support
to sector associations, cooperatives, and government institutions catalyzed priority value chain (VC)
development; and how the grant component strengthened each priority VC. Lastly, the ET looked into
how the Program can adapt its approaches in the context of COVID-19 economic contractions to achieve
its targets. All proposed semi-structured interviews and group discussions, as well as the surveys, were
organized around the EQs and supported with detailed questionnaires. Each questionnaire (in Annex II)
was developed for each key stakeholder group (see Annex IV) and included both common questions and
questions unique to the group to obtain a full range of opinions regarding specific intervention areas but
also to ensure that data is comparable across all respondent groups. USAID/Georgia’s development
objectives (DOs) were updated in its 2020-2025 Country Development Cooperation Strategy (CDCS).
Though the Agriculture Program Scope of Work (SOW) and design did not include the need to diversify
exports away from Russian markets and other malign countries as stated in its new CDCS, this issue was
embedded in the Evaluation Questions prepared by USAID/Georgia in order to better understand how
current and future programming can support achievement of the Mission’s updated development
objectives.

PROGRAM FINDINGS AND RECOMMENDATIONS

Overall, based on the evaluation findings, the Program has been successful in generating impact in line with
expected results—overcoming lagging LOP results from PY | and PY2, with considerably increased results
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in PY3—a good sign for PY4 and PY5. The Program was particularly effective in leveraging deep
connections, experience, and expertise of its staff to identify and address specific enterprise-level
development challenges across the target VCs using a combination of grants and TA. The Program largely
achieved its stated objectives as demonstrated in the findings and supported by its MEL framework. Since
the original SOW and Agriculture Program design were approved, the USAID/Georgia Mission is now
emphasizing the need to diversify exports away from Russian markets and other malign countries as stated
in its new CDCS. The Agriculture Program may need to conduct assessments and further analysis to
determine what steps may be taken to address this new criteria in its programmatic approaches. The
conclusions and recommendations outlined below have been developed in alignment with
USAID/Georgia’s current and future Development Objectives.

EQI: To what extent has the USAID Agriculture Program’s export capacity building
interventions with firms, and export promotion interventions with the government, been
necessary and sufficient to diversify agricultural exports of target products to United States
Government (USG) preferred markets (i.e., outside of Russia)?

The ET found that, although these interventions were necessary for and effective at increasing exports to
USG preferred markets, more efforts are needed to diversify exports away from Russia, which remained
a top destination market with increasing sales for Program beneficiaries. The Agriculture Program
facilitated a fourfold increase in exports to the EU and US and established new linkages in Gulf markets.
Beneficiaries view export promotion activities supported by the Program as particularly useful, including
for gaining needed certifications and implementing branding and marketing strategies. Although they view
these activities as useful, the attribution of impact is unclear, as most beneficiaries receive support from
multiple stakeholders. There is also doubt that linkages to high-value markets can be sustained without
continued TA and Grant support from future programming while also shifting toward more systems-level
interventions. And, although interventions are well aligned with the main challenges that agricultural firms
face, they do not sufficiently address the systemic challenges (e.g. BEE and access to finance) that are out
of scope for the current project, but impede sustained export diversification. Other systemic challenges
include a need for increased support from more capable associations and government institutions in
export promotion activities. These are all challenges that can be further addressed through future
programming. By concentrating remaining TA on expanding and sustaining already established market
linkages with US preferred markets, the Agriculture Program will have opened these markets for an
increasing number of enterprises that can be supported by associations and government institutions that
are strengthened through future programming.

Recommendations:
Recommendations for the next 1.5 years:

® Program TA for export capacity development and export promotion should focus on expanding and
sustaining market linkages for individual enterprises and associations that have proven successful,
including by:

O Increasing collaboration with Enterprise Georgia and BSOs;

o Concentrating on proven markets such as Gulf countries and Germany; and
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o Focusing on solidifying the prerequisites for sustaining market access, such as maintaining
certifications and standards, conducting market analysis and improving branding and
marketing strategies.

® The Program can focus on tangible examples of opportunities for rapid agriculture sector growth,
such as voluntary seed and seedling registration, to help associations push for accelerated policy
implementation and investment related to export promotion.

Recommendations for future programming:

e Continue support for export promotion activities, including new strategies that phase out project
dependency and add higher levels of cost-sharing based on the success of current programing.

® |n addition to new opportunities in local and export markets, the Program should explore and
support alternative income-generating opportunities, such as agrotourism, in response to shifting
consumer and domestic market dynamics. This support could start with an analysis of the
opportunities and targeted TA by the Program and then can continue with TA and co-investment
facilitated through future programming.

EQ2: To what extent has the activity’s support to sector associations, cooperatives, and
government institutions catalyzed priority VC development?

The ET found that, although sector-level support to these organizations and institutions has shown results,
at the time of the mid-term evaluation this impact had yet to catalyze into self-sustaining VC development.
However, there are some positive signs of VC development, including improved relationships among VC
actors in target sub-sectors and proactive compliance by Program beneficiaries with the high standards
set by USG preferred markets, indicating a willingness to invest in sustaining market access. By
concentrating remaining Program support on building the capacity of associations and other private sector
partners that have shown the highest potential for growth, the Agriculture Program can provide a
powerful demonstration effect that can catalyze self-sustaining VC development that can be supported by
more systems-level interventions provided through future programming. Increased government support
for export promotion activities via Enterprise Georgia is also a positive sign of VC development, with the
number of firms registered in its Trade with Georgia catalog more than doubling. But there is also a need
for more coordination with other programs to develop more dialogue mechanisms with the government
to support an improved business enabling Environment (BEE). And though such an intervention would be
outside of the scope of the current Program, initial action could be taken in collaboration with the
Economic Governance Program. Increased access to finance is another positive sign of VC development.
Grants provided by the Agriculture Program have facilitated an increase in investment in the agricultural
sector, with financing options provided through bank partners for covering grantee cost-share obligations.
Although facilitating access to finance to cover cost-share agreements can increase access to finance for
agribusinesses, doing so for grantees that may already be viable candidates for loans would provide unclear
additionality. This will be an important consideration as future programming builds on Agriculture Program
results. And, although the Program facilitated new market linkages, value chain actors, including buyers
and associations, are uncertain that producers can continue to comply with standards once Program
support ends. Another positive sign of VC development is digitalization, and beneficiaries saw the
Program’s support in utilizing digital tools that facilitate access to information, services, and markets as
useful.
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Recommendations:

Recommendations for the next 1.5 years:

Expand capacity development activities with well-established organizations, such as the nut and
berry associations, to increase access to technical services for their members, with any subsidies
phased out over the next few years.

o Expand foundational support to build the basic capacity and functionality of associations
(e.g. management capacity and governing structure) with support for more business and
support model development toward sustaining their growth, including targeting
associations that show the highest potential for growth with additional international
expertise and facilitated access to private capital;

Support local buyers in developing and transitioning to private sector-driven support models and
accompanied investments through TA, expanded use of the Program Partnership Fund, and
facilitated connections to other buyers and stakeholders that may be willing to co-invest., including
by expanding investment in digitization and localizing supply chains.

Increase efforts to connect networks of smaller producers to anchor associations, buyers, and
services providers.

In cooperation with the Economic Governance Program and/or through future programming,
support increased development of coordination and dialogue mechanisms to assist the GOG in
planning, prioritizing, and accelerating the implementation of key policy reforms and investments.

Support more innovation by digital service providers and online selling platforms (e.g
customization of digital services) to better respond to the needs of the agriculture sector.

Recommendations for future programming:

Develop strategies for digitization via consultations to support private sector partners in
identifying and prioritizing their own technology needs (e.g. traceability systems).

Continue to facilitate access to finance via customized approaches and direct connections between
associations and larger enterprises and bank partners, including;

o Improving the VC finance capacity of banks and non-bank financial institutions;

© Introducing more technology (e.g. digital financial services) and risk-sharing schemes that
allow access to finance for otherwise unbankable beneficiaries; and

0 Proactively facilitating competition in the financial sector via a range of alternative sources
of private capital (e.g. financing from non-bank financial institutions, investor capital,
financing from other value chain actors and service providers).

Support the development of buyer-led strategies to transition away from development program
support for value chain development activities.

Focus future programming on priority business processes (e.g. value addition, technologies,
services, management capacities and innovation) instead of VCs when targeting Program support,
especially if this focus can be accompanied by an improved impact monitoring system, analytical
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tools, and partner/activity selection criteria, thereby enabling future programs to identify more
systems-level interventions that can benefit a number of VCs.

EQ3: To what extent has the grant component strengthened each priority value chain and
to what extent did grants address gaps or market failures in target value chains?

The ET found that the grant program is well aligned in addressing the challenges that the agriculture sector
faces and shows positive results in terms of increased investment, incomes, and jobs at the firm-level, but
the extent to which grants are sufficiently addressing key gaps and market failures at a systems-level in
order to sustain these results, is not clear. Beneficiaries view grants that address enterprise-level
development challenges as particularly useful, bringing in needed technology, including technical capacity,
by combining grants with technical assistance (TA). And the investment facilitated by grants contributed
to the creation of over 1,000 jobs and a tripling of Project Year (PY) 3 export revenues in comparison to
PY2, although this impact risks backsliding if not complemented with more systems-level interventions
from future programming that address key gaps and market failures, such as those related to access to
private capital, capacity related to innovation, or sector- and policy-level binding constraints. In line with
the recommendations under EQI| and EQ2, concentrating remaining grant support on strengthening
already established linkages to high-value markets and building the capacity of associations and other
private sector partners that have shown high potential for growth may prevent backsliding of Agriculture
Program impact ahead of more systems-level support from future programming.

Recommendations:
Recommendations for the next 1.5 years:

e Concentrate grant support on strengthening established linkages to high-value markets and
building the capacity of sector-level organizations, BSOs, and other important actors and
stakeholders in line with other recommendations related to TA.

e Award innovation grants for more technology, as well as business and service model, innovations.

® Provide more TA to women and youth during the grants application stage and lower cost-share
requirements for these applicants.

Recommendations for future programming:

® Increase flexibility in the use of grants and partnership funds as co-investment mechanisms via a
more flexible Activity Fund that can adjust budget line items among grants, partnership funds, and
sub-contracts. Doing so will assist future programs in aligning with changing market opportunities,
including the need to co-invest in more digital and early-stage innovations (e.g. advances in
communications and traceability technologies) and to support a wider range of beneficiaries and
private sector partners.

® Incorporate selection criteria for grant themes and projects that support alignment with objectives
related to systemic change and adopt more nuanced approaches to the monitoring and attribution
of impact (e.g. additional custom indicators, qualitative methods for data collection, etc.) that will
help future programs make the case to USAID for use of funds for any given opportunity.

EQ4: In the context of COVID-19 economic contractions, how can the activity adapt its
approaches?
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The ET found that the Program was successful in adapting its implementation tactics to mitigate activity
delays but that it will need to adapt more elements of its overall approach to take advantage of emerging
opportunities. Small-scale farming can be disadvantageous, primarily for competitiveness reasons related
to low worker productivity and the high cost of and lack of capacity to comply with the standards of high-
value export markets. Further, the absence of government policies to address land fragmentation,
incentivize diversification of export markets, and accelerate privatization processes were restricting
growth in the agricultural sector even before the onset of COVID-19. Based on its analysis of the
economic impact of COVID-19 and qualitative data, the ET concluded that Program support for the
diversification of export markets could include more support for new opportunities in domestic markets.
The Program should support associations and cooperatives in helping their members analyze these and
other new market opportunities in response to the pandemic. In doing so, it should collaborate with
current partners to forecast changes in market opportunities and coordinate with other USAID and donor
partners to assess the potential revenue and job creation associated with these new opportunities. In
response, the current emphasis on high-value export markets may also need to be rebalanced.

Recommendations:
Recommendations for the next 1.5 years:

o Take stock of and widely share best practices in adapting implementation tactics amid the
pandemic.

e Continue support to current VCs while exploring new opportunities in response to increased
domestic demand for a range of food products.

o Work with other USAID-funded programs and donors to identify opportunities related to
increased domestic tourism and related agrotourism services and products.

Recommendations for future programming:

e Explore and support alternative income-generating opportunities such as through agrotourism in
response to shifting consumer and domestic market dynamics.

e Use the momentum generated by high growth during the COVID-19 pandemic to facilitate more
access to finance, market linkages, and investment in sector-level services; and focus future
programming on facilitating access to private capital from a range of sources to fuel further growth.

e Consider providing grants and TA to companies that specialize in e-commerce to develop new
marketing platforms for agricultural production.

e Ramp up training related to e-commerce and work with educational institutions or innovation
centers to attract more highly skilled youth to agricultural export promotion and technology-
related services.

e launch a series of PPDs in coordination with associations and cooperatives to prioritize needed
GOG reforms and investments that can accelerate the modernization of farming practices and
food processing.

Cross-Cutting:

Recommendations for next 1.5 years
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Expand grant support for innovation and increased inclusion of women and youth.

Lower cost-share requirements for grants and consider further customizing TA to increase the
participation of women and youth.

Analyze opportunities and make the business case to current private sector partners as a first
step in developing a strategy for increasing inclusion and agency for women and youth.

Expand successful internship, training, and curriculum development activities over the remaining
years of the Program.

Perform additional analysis as needed, including more private sector landscaping and organizational
network and systems mapping, accompanied by convening of more market actors and
stakeholders to better target PSE and support the utilization of selection criteria and impact
metrics that can guide program interventions toward supporting more transformational impact
from partnerships, including the interrelated elements of scale, sustainability, and systemic change.

Recommendations for future programming

Better target gaps and market failures, drawing on improved analytical tools, selection criteria of
private sector partners (e.g. supports increased sustainability, inclusion, innovation, collaboration,
etc.), as well as grant themes, TA objectives, and other Program initiatives to ensure alighment
with USAID/Georgia’s development objectives and priority policies and strategies.

Propose an incremental solution for improving impact monitoring in line with systems-level
interventions; develop a new set of custom indicators that better account for systems-level and
the longer-term potential impact of Program interventions.

Continue to facilitate access to finance via customized approaches and direct connections between
associations and larger enterprises and bank partners; and use success cases to build momentum
for and inform the ability of future programming to expand access to private capital in the
agricultural sector as a whole.

Support the implementation of more global PSE models and best practices via expanded use of
PSE opportunities analysis and co-investment funds.
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1. INTRODUCTION AND
BACKGROUND

. PROGRAM BACKGROUND

Agriculture is one of the targeted sectors—along with tourism, creative industries, shared intellectual
services, solid waste management, and light manufacturing—identified as a key driver for Georgia’s
economic growth and employment. While agriculture is not a large contributor to Georgia’s gross
domestic product (GDP), it provides a safety net to 50 percent of Georgia’s population. Georgia’s Euro-
Atlantic aspirations include becoming a major trade partner with the West. However, the country still
depends on Russia as a market for its agricultural products.

USAID/Georgia’s robust agriculture portfolio includes a range of activities that facilitate firm-level
investments in entrepreneurial and market-driven enterprises and associations by supporting the private
sector to meet the agriculture sector’s needs and enhancing the capacity of relevant government
stakeholders to catalyze agricultural development. This programming focuses on improving the
competitiveness, diversity, value of production, and market access for identified VCs—increasing incomes
and generating high-value employment through VC development. USAID’s Agriculture Program aims to
accelerate growth of agricultural sub-sectors that show strong potential to create jobs, increase incomes,
and increase MSME revenues in line with USAID development objectives which now includes diversifying
export markets away from malign countries (e.g., Russia).

Horticulture sub-sectors include berries, culinary herbs, stone fruits, perishable vegetables, pome fruits,
table grapes, mandarins, and nut crops. The development hypothesis for the Program is that the increased
competitiveness of these key sub-sectors and VCs will advance inclusive high-value employment
opportunities for Georgians. Increased competitiveness can also support increased access to high-value,
US preferred export markets and the diversification of exports away from Russia. The Program is
implemented through two integrated, mutually reinforcing components. Under Component One, the
Program provides cost-share grants to target beneficiaries, including MSMEs, cooperatives, and
associations as well as service, information, and extension providers. Component Two focuses on
demand-driven TA, including technical and business training and a wide spectrum of customized
consultancies aimed at building the capacity of targeted VC actors.

Key LOP targets include building up 120 beneficiaries through cost-share grants totaling $7.4 million, which
will leverage $9.04 million in additional investment from grant recipients. An additional 600 agribusinesses
will benefit from the TA. Through its support, the Program anticipates creating 3,680 jobs and increasing
agricultural sales by $70 million, including $23 million in new exports.

As of its third year of implementation (when this evaluation was conducted), the Program continued to
address major gaps within the priority VCs. The Program also expanded its focus on broad, sector-level
activities that can have a systemic impact on Georgia’s agriculture sector. These activities included:

° Guided by an updated VC analysis, solicited for applications and committed additional in-
kind, innovation, and capacity building grants to MSMEs, agricultural cooperatives, and
associations, and service, information, and extension providers.
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In collaboration with Georgia’s Rural Development Agency (RDA), provided continuous
assistance to grantee and non-grantee enterprises in obtaining necessary certifications, such
as GlobalGAP, Organic Production, Hazard Analysis Critical Control Point (HACCP), and
International Organization for Standardization (ISO) 22000 certifications to help them
become more competitive in both local and international markets.

Provided branding support and supported participation in trade fairs, technical trainings and
consultancies for grantee and non-grantee enterprises, in cooperation with the RDA.

In close cooperation with the Scientific-Research Center of Agriculture, implemented a
voluntary nursery certification project and engaged beneficiary nurseries in the certification
scheme.

Deepened supply chain activities and engaged with consolidators, producers, and retail
supermarket chains to facilitate market linkages and agree on product grades and standards.

Worked with local banks to develop tailored financial products to address agricultural lending
gaps.

Invested in export promotion with Enterprise Georgia and supported Georgian
agribusinesses to participate in trade shows (e.g., Import Goods Fair in South Korea 2019,
Biofach 2020, Gulfood 2020 and 2021, and Anuga 2021) with a new visual style, branding
guidelines, and display structures, developed together with the Enterprise Georgia, RDA and
National Wine Agency for Anuga 2021.

Worked with sectoral associations to build their capacity to deliver improved services to
members in the targeted value chains.

1.2 EVALUATION PURPOSE

The purpose of this performance evaluation is to |) determine the effectiveness of specific programmatic

approaches in achieving intended LOP results; 2) provide recommendations on corrective actions and

new directions for the remaining years of Program implementation; and 3) inform the design of future

programs.

To achieve the purpose of the performance evaluation, the team:

o Assessed the relevance, effectiveness, and efficiency of the Agriculture Program;

e Analyzed the status of activities in relation to set objectives and the successes and weaknesses of

activities;

e Assessed the implementing organization’s performance in achieving Program objectives, including

a special focus on uptake of principles and approaches in line with USAID’s private sector

engagement (PSE) policy and digital strategy, utilization of partnerships and market systems
development (MSD) approaches, as well as its processes, implementation team performance,

relations with stakeholders, performance feedback loops, reporting, timely management decisions,

etc.;

e |dentified any external factors that might have impacted activity performance or created new

opportunities, such as political, economic, or sector dynamics, as well as COVID-19;

USAID.GOV
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Provided recommendations on adjustments, corrective actions, and new directions for the
remaining years of Program implementation; and

Developed recommendations to inform USAID/Georgia on future programming needs and
approaches—in particular, the design of future follow-on projects.

1.3 EVALUATION QUESTIONS

The evaluation addressed the following EQs:

EQI. Diversification of export markets: To what extent have the export capacity building

interventions with firms, and export promotion interventions with the government, been
necessary and sufficient to diversify agricultural exports of target products to USG preferred
markets (i.e., outside of Russia)? What have been the most pressing challenges in each
priority value chain hindering the diversification of export markets? How sustainable are the
USG-supported market linkages?

What are the main challenges to expanding export diversification for MSMEs away from Russia in
targeted value chains? (Probe: Capacity building, export promotion, technologies, finding skilled
labor, BEE, market information, quality and safety standards, etc.)

What are the top business opportunities from the perspective of target MSMEs? (Probe: Do they
involve export diversification?)

What are the most important factors that influence decisions to diversify export markets?

How important are prevailing cultures, attitudes, and/or perceptions in driving export decisions?
How successful has the USAID Agricultural Program been in shifting these factors? (Probe: What
are the perceived strengths and weaknesses of the Russian market?)

What support has the USAID Agricultural Program provided to MSMEs in entering international
markets, particularly in Western Europe? How effective has this support been? (Probe: Have
target MSMEs entered Western markets, what are the determining factors for this, and what
challenges or opportunities are faced?)

What additional support is needed to facilitate expanded access to non-Russian export markets?

How effective are similar activities funded by other donors or the Government of Georgia (GOG)
in capacity building and export promotion?

Is USAID Agriculture Program support to the GOG to develop a "Georgian brand" for
international markets and promote agriculture exports through trade shows, digital platforms
linking MSMEs to potential export markets, etc., yielding positive results?

Are linkages to non-Russian export markets sustainable? (Probe: Explore sustainability factors.)

Can services that support sustained exports to non-Russian export markets be cost-shared or
offered as paid services? (Probe: Any currently available services from the private sector.)

EQ2. Value-chain approach: To what extent has the activity’s support to sector associations,

cooperatives, and government institutions catalyzed priority value chain development? How
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important a role have these stakeholders played in increasing value chain competitiveness?

To what extent have these stakeholders received sufficient and relevant support?

Who are the most important stakeholders that need to be involved in VC development and
increasing competitiveness of MSMEs in priority VCs?

What services do these stakeholders provide to MSMEs and other sector stakeholders (e.g.,
individuals, GOG institutions, non-governmental organizations [NGOs], educational institutions,
etc.)? (Probe: Are these services of acceptable quality? Are there gaps? How can these services
be improved or expanded?)

Which associations, cooperatives, and/or other stakeholders have been most effective in
catalyzing VC development and increasing VC competitiveness, and why? (Probe: How have
USAID programs and partnerships supported them in these efforts, and was the support received
sufficient and relevant?)

How can associations, cooperatives, other private sector organizations inform and support the
GOG as it improves the BEE and encourages market systems strengthening?

Does USAID support to GOG agencies help address value chain gaps? (Probe: Certifications, such
as nursery, phytosanitary, HAACP, ISO, etc.)

Which USAID activities, if any, encouraged greater female and youth participation in these
targeted sectors!?

To what extent did USAID programs support businesses in utilizing digital tools, including those
that facilitate access to information, services, and markets, either administered by state or regional
authorities or by private sector organizations! (Probe: Access to finance, certification, customs,
public procurements, etc.)

What PSE opportunities have the Agricultural Program facilitated, and how have these
partnerships supported priority VC development? (Probe: The role of PSE in value chain
development across different Program activities, the types and number of engagements that have
taken place, and the outcomes associated with engagements.)

EQ3. Grant component: To what extent has the grant component strengthened each

priority value chain? To what extent did the grants address gaps or market failures in target
value chains?

What were the key market gaps in each target VC at the inception of the Agricultural Program?
(Probe: Consolidation facilities, quality inputs, cold storage, distribution infrastructure,
certification, packing and labeling, logistics, etc.)

To what degree did grants transform the priority VC by addressing these gaps? (Probe: Access to
finance, increased sales, hiring talent, product differentiation, research and development [R&D],
knowledge of customer demand, equipment, new varieties, expansion of production facilities,
supply chain infrastructure.)

From the perspective of target MSMEs and market actors/stakeholders they work with, what
types of grants, and in which areas of business operations, would grant support be most impactful?
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EQ4. COVID-19: In the context of COVID-19 economic contractions, how can the activity
adapt its approaches (e.g., selection of grant solicitation themes, division of USAID
investments across sub-sectors, sequencing of interventions, etc.) to improve its ability to
achieve its targets: creation of 3,680 jobs and increase agricultural sales by $70 million,
including $23 miillion in new exports?

e What have been the biggest challenges and opportunities in the agriculture sector due to COVID-
19?

® How has the Agricultural Program responded to these challenges and opportunities? (Probe: Using
distance communication tools, introducing post-COVID recovery measures or programs,
organizing capacity building in COVID-19-related topics, supporting hygiene tools and stocks, etc.)

® What are best practices in how MSMEs and the market actors/stakeholders they work with have
successfully adapted amid the COVID-19 pandemic? (Probe: Issues related to labor, new
regulations, shifting to online sales.)

e What further opportunities are there for the Agricultural Program to target?

1.4 EVALUATION AUDIENCE

The primary audience of this evaluation is USAID/Georgia’'s Economic Growth team and the prime
implementing partner (IP), CNFA. USAID/Georgia may also share the results of this evaluation with local
stakeholders such as the Ministry of Economy and Sustainable Development, RDA, partner NGOs, and
other donors working in this area. Additionally, the results of the Agriculture Program evaluation may be
shared with the Ministry of Environmental Protection and Agriculture (MEPA).

1.5 EVALUATION OUTLINE

This evaluation report is organized into these sections:
e Executive Summary
® Introduction and Background
e Methodology
e Findings for EQI|- EQ4
e Cross-Cutting Findings
e Conclusions
® Recommendations

® Annexes
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2. METHODOLOGY

2.1 EVALUATION METHODS

Under LEAP Ill, two simultaneous mid-term
performance evaluations were conducted in | Agriculture Program Evaluation Team
Georgia; the other assessed the Economic Security | Team Lead: Nikolaus Eichman

Program. Each ET used a similar team structure with Senior Evaluation Specialist: Mikheil Pakatsoshvili
an international Team Lead and a Georgian Senior P £ s Mot
Evaluation Specialist and Technical Expert. A griculture Expert: &rigol Modebadze

Georgian Economist conducted research on the Sector/Value Chain Advisor: Lasha Kavtaradze

economic impact of the COVID-19 pandemic for | Facilitator: Ani Chokhonelidze

both evaluations. All team members were briefed on
USAID’s Human Subject Protection Policy and Evaluation Policy. The ET was trained on survey
methodology, USAID survey regulations, other relevant regulations, and the data collection plan. During
the evaluation process, the two ETs worked closely to ensure strong collaboration and knowledge sharing
across both evaluations. This collaboration included conducting joint key informant interviews (Klls) with
selected stakeholders from the GOG, USAID, and other donor partners to collect data efficiently.

USAID/Georgia’s development objectives (DOs) were updated in its 2020-2025 Country Development
Cooperation Strategy (CDCS). The Agriculture Program Scope of Work (SOW) and design were
complete under the old CDCS and therefore did not include the explicit focus on diversifying exports
away from Russian markets and other malign countries as stated in Georgia’s new CDCS but at the same
time, this issue was embedded in the Evaluation Questions prepared by USAID/Georgia. Therefore, the
data collection instruments designed by the ET addressed this issue and USAID/Georgia approved the
methodology. There is limited data available regarding this issue but going forward, the Agricultural
Program can coordinate with USAID/Georgia as it adjusts its programmatic approaches. The SOW for
the Agriculture Program can be reviewed in Annex |.

For this mid-term evaluation the ET utilized a mixed methods approach that combined qualitative Klls and
quantitative surveys to assess programmatic approaches, opportunities, challenges, and the sustainability
of Program results. This reflects USAID’s combination approaches that use two different methods to
collect and analyze information, and then synthesize the findings to answer the EQs.

The ET conducted desk research prior to fieldwork to identify and analyze secondary information that it
could triangulate with data collected in-country. The ET also held consultative meetings with the IP and
USAID staff to gain inputs and solicit feedback during the design phase of the evaluation.

SECONDARY DATA

The ET conducted an extensive desk review of key Program and external documents, including secondary
data and background documents (USAID policy papers, the MEL plan, quarterly and annual reports, and
other documents produced by the IP, such as assessments, grant manuals, requests for applications, etc.).
The ET reviewed a total of 34 documents to understand the context and identify constraints faced by the
agriculture sector in Georgia in general, as well as by the Program. The list of reviewed documents can
be found in Annex lIl.
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QUALITATIVE DATA COLLECTION

In order to better understand the benefits of different stakeholder groups, the ET designed two online
surveys in the Georgian language—one for grantees and the other for TA) recipients. The ET utilized the
database supplied by the IP to establish a sampling frame. In total, online survey invitations were sent to
195 beneficiaries, with a response rate of 86 percent for grantees and 49 percent for TA recipients. The
high response rate was due to extensive support from the IP, which informed beneficiaries of the
importance of the survey in advance.

The ET conducted fieldwork remotely from August 12 to October 20, 2021. This extended data collection
period reflects the difficulties of scheduling Klls during lockdowns. The ET did not conduct in-person or
site observations due to safety and security protocols in place at the height of the pandemic. The ET used
telephone and internet-based options to carry out all interviews in both Georgian and English. Most
interviews were conducted through online platforms, such as Zoom and Google Meet. The survey
instruments are presented in English in Annex Il but were translated into Georgian prior to dissemination.

A total of 75 individual and group Klls were carried out with 88 respondents. The list of Kll respondents
can be found in Annex IV. Figure | below shows key informant categories. The number of female and male
respondents was equal.

FIGURE I: SUMMARY OF MIXED METHODS—DESK REVIEW, SURVEYS, KIIS

DATA ANALYSIS

The mid-term evaluation includes a comprehensive Getting to Answers matrix in the Evaluation Work
Plan (Annex Il) that maps the EQs to data sources and data analysis methods. The ET used a manual review
process to extract key data such as keywords, quotations, or substantive information about activities from
the transcripts and notes. The team sought to visualize results whenever possible. The ET used descriptive
statistics to produce a quantitative overview of Agriculture Program activities, including characteristics
such as the number of participants, regions, and VCs, based on survey responses. The team examined
qualitative data from Klls and online surveys to identify patterns, themes, and trends relevant to each EQ
to better understand context and meaning. When the ET found a divergence in responses through this
thematic and content analysis, it explored possible reasons, using other respondent group interviews and,
in some cases, conducting follow-up interviews with IP staff. The ET coded its notes according to key
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themes of interest across the interviews and summarized the distribution, number, and average responses
by theme and respondents. The ET made use of the various data sources through triangulation to enhance
the credibility of the analysis. Triangulation synthesizes multiple perspectives and leads to a fuller
understanding of the issues being studied. Data from various lines of inquiry, including interviews, written
documents, analytical procedures, and other sources (e.g., the online surveys), were considered separately
and together to develop findings and conclusions.

2.2 LIMITATIONS

Evaluation methodology related to COVID-19. The Asian Development Bank assessed the
economic impact of the COVID-19 pandemic, and the ET engaged an economist who conducted this
research. Data collection and analysis related to EQ4 relied upon economic data provided solely by
Geostat! and other USAID programs.

Selection bias. The ET relied upon USAID/Georgia’s IP to identify specific key stakeholders. There was
some risk of selection bias due to the potential for selecting a large proportion of interviewees with only
positive opinions of the Program. The ET mitigated this possible bias by reviewing all project documents
and conducting strategic consultations with the IP to understand the full range of stakeholders, and then
made decisions on others to contact at its own discretion. It is also possible that beneficiaries selected as
Klls were more likely to fill out online surveys, presenting an overlap between the two groups of
respondents. This may reduce the value of the online surveys as an additional data source.

Response bias. Most respondents interviewed by the ET have a vested interest in maintaining positive
relationships with the Program and want to continue to benefit from grant funding or TA. The ET mitigated
this bias by assuring informants at the start of each interview that their responses would be anonymous,
that any comments would not be attributed to them unless they agreed, and that there would be no
retaliation or direct consequences against them for their responses.

Recall bias. The ET tried to overcome respondents’ bias in attributing impacts to their individual
experiences by incorporating best practices for qualitative data collection, such as framing questions that
rely less on recall of specific activities and more on the currently perceived implications of those activities.
Data was also triangulated with other respondent categories (rejected grant applicants), helping to verify
where responses may have been biased.

I Geostat is the National Statistics Office of Georgia.
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3. FINDINGS

3.1 EVALUATION QUESTION |

EQI. To what extent have the export capacity building interventions with firms, and export
promotion interventions with the government, been necessary and sufficient to diversify
agricultural exports of target products to USG preferred markets (i.e., outside of Russia)?
What have been the most pressing challenges in each priority VC hindering the
diversification of export markets? How sustainable are the USG-supported market linkages?

The ET found that, although export capacity building and promotion interventions have
proven necessary and were successful in increasing exports to USG preferred markets, more
efforts are needed to diversify the majority of agricultural exports away from Russia.

There are considerable barriers to diversifying exports away from Russia. These include strong cultural
ties, high demand for Georgian products, and the ease of transportation
and transactions that make Russian markets attractive and in many cases | A combined 65 percent of
profitable for Georgian producers.2 Russian markets are especially | survey respondents said they

attractive for small Georgian producers given its familiarity (e.g, | Planned to export to Russia
and other former Soviet

countries. Nearly four-fifths
(77 percent) of exports from
in-kind grantees actually went
to those countries.

language, demand for products, ways of transacting). The opposite is the
case for USG-preferred markets, where these small producers struggle
to market their products and comply with higher quality and quantity
standards. Although desirable, Russian markets are also widely viewed as

risky and unstable in terms of price and access, making export

diversification to higher-value markets an attractive proposition.

Export capacity building interventions with firms and export promotion interventions with the
government that the Agriculture Program supports can accelerate export diversification to USG-preferred
markets such as those in the EU, US, and Gulf States. Although the Agriculture Program design was
completed under Georgia's old CDCS and therefore did not include explicit focus on diversifying exports
away from Russian markets and other malign countries as stated in Georgia’s new CDCS, the Agriculture
Program implemented a number of important export diversification interventions. Although the
Agriculture Program design was completed under Georgia's old CDCS and therefore did not include
explicit focus on diversifying exports away from Russian markets as stated in Georgia’s new CDCS, the
Agriculture Program implemented a number of important export diversification interventions. These
interventions include export promotion activities implemented in cooperation with Enterprise Georgia
and other key government institutions; support in obtaining Global GAP, HACCP, and ISO certifications;
and other firm and systems-level interventions to improve access to the technical expertise, technologies,
and services needed to sustain access to these high-value markets. The majority of respondents found
these activities useful and shared their costs with the Program. Respondents also noted the need for
continued support in order to maintain linkages to these markets. The Export Development Association
(EDA) said that Georgian companies are reluctant to pay for export and other trade related services, such
as market research and support in facilitating market linkages to new markets, noting that international

2 See Annex V, Figure V-6: Advantages of selling to Russia and/or CIS countries.
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donors usually subsidize these costs. During Klls, the ET found that the majority of grantees and TA
recipients shared EDA’s point of view, saying that they would not be willing to cover these costs without
Project support.

Although a majority of beneficiaries planned on export diversification to high-value EU markets even
before receiving Program support, as noted above and as of the time when this evaluation was conducted,
actual exports had not yet shifted away from Russian markets, which is still a major destination of actual
exports by Program grantees.34 That said, Program interventions are showing signs of sustainable impact
with export markets in the EU and US as evidenced by a fourfold increase in the number of beneficiaries
exporting to the EU and US. New markets in the EU, US, and Gulf are now seen as the most attractive
to respondents—not only in terms of market price but also stability. Especially in sub-sectors where there
were already established linkages to high-value markets (e.g. hazelnuts). This is a good indication of
Program beneficiaries’ interest in investing in sustaining access to high-value markets over the longer term.

FINDING: THERE WAS A FOURFOLD INCREASE
IN EXPORTS TO THE EU AND US AND NEW
LINKAGES ESTABLISHED IN GULF MARKETS

“The Russian market is not a priority for us. We want
to export to the EU as soon as we obtain the
certificate.”

As a result of Program interventions, nearly half of - Representative of a Program Beneficiary

“Prices in Russia are lower and they do not pay
attention to the quality of products. The EU market is
more attractive, but we need to obtain a certificate to
export our products there.”

respondents now sell to new markets (and most
frequently export to more than one). And, as seen in
Figure 2, there was a fourfold increase in the number of

beneficiaries exporting to the EU and US. New linkages
were also established in Gulf markets, with |8 percent
of beneficiaries that sell to new markets now also selling
to these countries. Respondents largely credit this

- Representative of a Program Beneficiary

“Gulf countries are very interesting new markets, while
the Free Trade Agreement with China means that they

can fully substitute the Russian market.”

success to Program-supported

(e.g.

export  capacity
and promotion

- Representative of Enterprise Georgia

development certifications)

activities (e.g, branding and marketing), including
support in developing the “Georgian Brand” in collaboration with Enterprise Georgia, RDA, and the
National Wine Agency. The Georgian market also has significant growth potential, with most respondents
reporting domestic sales. This is not only a good market opportunity; it is good for food security and in
line with the localization trends of major buyers such as grocery and restaurant chains. Therefore, the
Agriculture Program has had significant success in supporting new market linkages and facilitating exports

to high-value, USG-preferred markets.

3 Reference Annex V, Figure V-3: Plans of grantees and TA recipients to diversify exports before joining the Program.
4 Reference Annex V, Figure V-4: Markets to which the survey respondents planned to sell before joining the Program.
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FIGURE 2: SALES BY GRANTEES AND TAA RECIPIENTS BEFORE AND AFTER JOINING THE

PROGRAM

Source: Surveys of grantees and TA recipients (91 responses)

FINDING: BENEFICIARIES AND STAKEHOLDERS DOUBT THAT LINKAGES TO HIGH-
VALUE MARKETS CAN BE SUSTAINED WITHOUT CONTINUED SUPPORT

Due to the considerable challenges that hinder
competitiveness, beneficiaries and stakeholders doubt
that linkages to high-value markets can be sustained
without continued capacity building in export processes
and promotion support from the Program. These
challenges include the low visibility of Georgian products
in high-value markets, the high level of investment
needed to customize marketing strategies across target
markets, and a more general and persistent lack of
access to the knowledge, technologies, and financing
needed to comply with the increasing standards of high-
value markets.> Although beneficiaries viewed the
Program’s export support activities as effective in

overcoming these challenges, 84 percent of Kili

“Marketing across different countries is difficult as
costs are high and our company would not be able to
do it without program support.”

- Representative of a Program Beneficiary

“l participated in the Anuga Fair in Germany and it
was very useful. People liked my product and |
received new orders. However, without Program
support | would not have been able to cover the costs.
| also would not be able to pay for branding and
marketing. A good branding company charges large
sums and | require continued financial support to
cover these.”

- Representative of a Program Beneficiary

respondents expressed doubt in their ability to compete in these markets without continued subsidies or
through GOG support alone. The majority of respondents from GOG institutions, including the RDA, the
National Food Agency, and Enterprise Georgia, as well as Kll respondents from the private sector (buyers,

5 Reference Annex V, Figure V-7: Challenges when exporting to high-end markets
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associations, and banks), also doubted the sustainability of these market linkages, noting similar concerns
related to competitiveness. And while respondents frequently cited restrictions related to COVID-19 as
reasons for not maintaining these linkages (explored more under EQ 4), in several instances buyers or
sellers did not renew contracts based on a range of other issues, including low income from sales, that
should be further explored.¢

To further explore the question of sustaining linkages to high-value export markets, the ET looked at the
alignment of Program interventions with the main challenges faced by the agriculture sector and the
Program’s effectiveness in alleviating these challenges via its interventions with firms and government
institutions. As shown in Figure 3 and Figure 4 the ET found that all challenges that respondents face are
persistent across the priority VCs (i.e., berries, culinary herbs, stone fruits, perishable vegetables, pome
fruits, table grapes, mandarins, and nut crops), especially in areas critical to export diversification, such as
difficulty in marketing products and lack of access to technologies and finance.”

FIGURE 3: CHALLENGES IN THE AGRICULTURE SECTOR

Source: Surveys of grantees and TA recipients (102 respondents)

6 Reference Annex V, Figure V-1 1: Reasons why Grantees and TA Recipients Could / Did Not Maintain Market Linkages to High-
End Export Markets
7 Reference Annex V, Table V-1: Challenges in VCs identified in the Sector Selection and Value Chain Analysis Report.
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FIGURE 4: THE MOST FREQUENTLY MENTIONED CHALLENGES IN EACH VALUE CHAIN

Source: Survey of grantees (73 respondents)

FINDING: INTERVENTIONS ARE WELL ALIGNED WITH THE MAIN CHALLENGES THAT
AGRICULTURAL FIRMS FACE BUT DO NOT ADDRESS MORE SYSTEMIC CHALLENGES

By design, Program interventions aligned well with the main challenges that the agriculture sector faces;
the most important areas of support from the perspective of respondents were those related to export
promotion and access to finance and technology. The latter two were related, given financing options for
cost-share requirements facilitated by the Program. Respondents also mentioned the importance of
support in developing productive infrastructure, as well as gaining certifications and access to high-value
inputs, such as new plant varieties. The ET reviewed Program reports, noting activities that aligned with
each challenge area. The ET also noted this alignment based on findings from the Program’s VC

assessments, which guided its support.
“Since 2012 many reforms were done quickly and there

The fact that these challenges persist after several | | hectic moment of approving different legislation
iterations of similar programming points to systemic | yith very little capacity or intention to implement them.”

issues, including those related to the BEE and lack of - Representative of an International Donor

access to finance, local knowledge, and capacity. “There is a lack of formal public private dialogue led by

strong sector associations in the agriculture sector of
Georgia.”

Therefore, by focusing on firm-level operational
challenges in the absence of coordination with other

programs that can address these systemic issues, the - Representative of an International Donor

Agriculture Program is responding to the immediate

needs of beneficiaries but is not alleviating the sources of the challenges they face. In response, the
Program is shifting its approach to support more systems-level change, but its TA and grants appear to be
better set up to alleviate more specific, firm-level challenges by facilitating access to expertise and
technologies that are of immediate operational importance to the target beneficiaries.
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FINDING: BENEFICIARIES RECEIVE SUPPORT FROM MULTIPLE DONORS AND GOG
INSTITUTIONS

As shown in Figure 5, and due to costly systemic and persistent challenges in the agricultural sector,
respondents including representatives from the berry, walnut, almond, and dried fruits associations said
they sought and received support from multiple donors and GOG institutions, and the EDA reported
receiving concurrent support from USAID and other donors such as the European Bank for
Reconstruction and Development (EBRD) and World Bank. Although support from multiple donors and
GOG institutions may be necessary, it is difficult for any one Program to attribute impact and target
activities accurately.

FIGURE 5: NUMBER OF GRANTEES AND TA RECIPIENTS RECEIVING SUPPORT FROM
SOURCES OTHER THAN GOG INSTITUTIONS

Source: Surveys of grantees and TA recipients (52 respondents)

The Program and other donor partners appeared diligent in avoiding overlapping support to specific
enterprises and associations by, for example, participating in donor coordination mechanisms such as the
EBRD-sponsored Investment Council. The Program also coordinated activities with the Food and
Agriculture Organization (FAO)’s matching grant component under the European Neighbourhood
Programme for Agriculture and Rural Development (ENPARD). The ET also found that the Program held
regular consultations and shared grant information with its donor partners, although there was limited
evidence that the Program had fully explored opportunities for implementing joint programs through
pooled funding arrangements, parallel funding, or other mechanisms. GOG subsidy support to farmers in
the agricultural sector was significant, according to respondents, but did not address significant gaps or
market failures. The ET found a need for Georgian enterprises, associations, and cooperatives to bridge
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this support gap by building partnership platforms, which could reduce the potential for overlaps in funding
from multiple donors and the GOG that makes it difficult to attribute causality to different interventions.

FINDING: EXPORT PROMOTION INTERVENTIONS ARE VIEWED AS PARTICULARLY
USEFUL

As shown in Figure 6, survey respondents viewed interventions supported by the Program as particularly
useful, while their satisfaction with similar services from other stakeholders, such as the GOG, is relatively
low. In Klls, beneficiaries also identified export promotion activities supported by the Program as very
beneficial in facilitating linkages to new markets. This important finding is an indication of the effectiveness
of Program export promotion activities from the perspective of beneficiaries, at least compared to support
received by other stakeholders.

FIGURE 6: SATISFACTION OF GRANTEES AND TA RECIPIENTS WITH TECHNICAL SERVICES
RECEIVED FROM THE PROGRAM AND OTHER STAKEHOLDERS

Source: Surveys of grantees and TA recipients (52 respondents)

Although Program support is seen as useful, as shown in Figure 7, TA recipients were not as satisfied as
grantees with the quality of services they received. Grantees’ satisfaction could be explained by the fact
that they received both grants and TA, but Kl respondents also suggested that their dissatisfaction reflects
the challenges and frustrations that beneficiaries experienced, including the Program’s inability to address
challenges that were out of scope of the Program (e.g. BEE, access to finance and development of skilled
labor) and the beneficiaries’ own lack of knowledge and capacity to maintain quality production without
continuous TA.
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FIGURE 7: USEFULNESS OF PROGRAM SUPPORT

Source: Surveys of grantees and TA recipients (102 respondents)

Despite considerable challenges, Georgian producers see value in sustaining linkages with high-value
markets now that they recognize their value and have greater interest in diversifying exports to these
markets. To be sustainable, continued support is needed and will need to include new strategies that phase
out project dependency and add higher levels of cost-sharing for export promotion activities based on the

success of current programing. Support should also include increased
“The lack of agronomists is the biggest

challenge. Even though the Program
brough in experts from other
countries, local capacity remains low.”

interventions that target systems-level impact, such as building the
capacity of associations and business service organizations (BSOs) to
collaborate more directly with government institutions to provide

export promotion services, including improved access to reliable o .
- Association Beneficiary of

market information from sources such as Fresh Plaza and Euro Fruit the Agriculture Program

to support market linkages and decision-making. Recommendations

for support strategies related to EQ | are presented in Section 5.

3.2 EVALUATION QUESTION 2

EQ2. To what extent has the activity’s support to sector associations, cooperatives, and
government institutions catalyzed priority value chain development? How important a role
have these stakeholders played in increasing value chain competitiveness? To what extent
have these stakeholders received sufficient and relevant support?

The ET found that, although sector-level support to these organizations and institutions has
shown results, there is little evidence that this impact has catalyzed self-sustaining VC
development.

In line with PSE and MSD best practices, the Agriculture Program’s updated Sector and VC Analysis
revealed that enterprise-level activities are more impactful when supported by sector-level interventions.
In response, the Program increased its support to sector-level organizations and institutions (e.g., by
building the capacity of associations and GOG institutions) while shifting interventions toward post-
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harvest, cold chain, and market access activities and away from inventions related to primary production.

The challenges pointed out in the updated Sector and VC Analysis® did not change materially from the
original analysis conducted at the inception of the Program, which points to the persistent nature of these
challenges. To help address these firm- and sector-level challenges, the Program has facilitated a number
of additional PSE opportunities, including partnerships with buyers (e.g., McDonald’s, GRA), financial
institutions (e.g., TBC Bank), and service and technology providers (e.g., Trece, UGT). These partnerships
have yielded significant results in line with Program outcome indicators (e.g., increased incomes and jobs)
and include new contracts with buyers, access to finance to cover cost-share requirements for grantees,
and increased use of important production and digital technologies. These partnerships have also helped
to improve VC relationships. Increased emphasis on developing PSE opportunities that can be pursued by
the Agriculture Program and future programming, including applying more global PSE models and best
practices could amplify this impact over the remaining years of this current program.

FINDING: RELATIONSHIPS BETWEEN VALUE CHAIN ACTORS HAVE IMPROVED

One area that the ET studied in order to determine whether | Improved horizontal value chain
Program inventions have catalyzed priority VC development was | relationships increased collaboration and

how the relationships between VC actors in target sub-sectors | information sharing between associations
and among association members.
Improved vertical relationships included
cooperation between the GRA and
multiple supermarket chains to increase

have changed. As shown in Figure 8, relationships have improved
both vertically—with suppliers, input providers, and buyers—
and horizontally—with other producers. Although there is little
additional evidence of systems-level impact, this result is a very

producer access to shelf space and

important indicator for and a potential legacy of the Agriculture promote Georgian production.

Program for catalyzing value chain development.

FIGURE 8