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EXECUTIVE SUMMARY

INTRODUCTION

The United States Agency for International Development (USAID)/Georgia requested that the Learning,
Evaluation, and Analysis Project Il (LEAP Ill) team conduct a hybrid (in-person and remote) performance
evaluation of the Economic Security Program (the Program) being implemented by DAI and several
Georgian and American partners on November |, 2021. USAID/Georgia undertook this evaluation in the
spirit of learning and adapting to better understand how the current program, which was originally
designed under a previous strategy and under a very different geo-political and economic environment,
could be guided to better advance the current Country Development Cooperation Strategy (CDCS)
2020-2025 and align with current USAID policies. Of note, the Program was conceived and designed prior
to USAID’s Private Sector Engagement (PSE) Policy and Digital Strategy, and prior to the outbreak of
COVID-19 pandemic which has had a dramatic and lasting impact on the economic sectors targeted by
the Program. In light of these changes in the operating context, new strategic priorities, and new Agency
policies, USAID/Georgia asked the evaluation team to gather evidence and provide recommendations for
improvements in five key areas of interest: |) private sector engagement, 2) value chain approach, 3) grant
components, 4) policy coordination, and 5) COVID-19.

METHODOLOGY

The Evaluation Team (ET) used a mixed-methods approach, combining qualitative, in-depth remote
interviews with key stakeholders, Program partners and informants, and online surveys and group
interviews. The purpose of this research was to answer the EQs that focused on PSE; government and
business associations’ support of micro, small, and medium enterprises (MSMEs); specific value chains such
as tourism, shared intellectual services (SIS), creative industries, light manufacturing, solid waste
management (SWM); private investment expansion; skills and business training; and building the
sustainability of activities and organizations during the post-COVID-19 recovery. All proposed semi-
structured interviews and group discussions, as well as the surveys, were organized around the EQs and
supported with detailed instruments. Each tool (see Annex Il) was developed for a specific group of
interviewees and includes a mix of shared questions unique to a particular group to obtain a full range of
information regarding specific activities, as well as to ensure that data is comparable across all respondent
groups.

PROGRAM FINDINGS AND RECOMMENDATIONS

The ET found that the Program activities evaluated were appropriately designed, relevant, and delivered
assistance that aligned with beneficiaries’ needs. The ET also found the Program to be coordinating
effectively with other USAID activities, such as the Economic Governance Program, to address the policy
barriers facing its priority sectors and value chains. The current modes of implementation that the
Economic Security Program uses may require revisions in response to new economic circumstances
inherent in the COVID-19 recovery. The selection criteria for future partnerships may need to be
revisited once USAID completes its new guidelines for partnership criteria, which will focus more on
addressing systemic gaps in industries and market failures. Similarly, grant solicitation themes may need to
shift due to disruptions in supply chains affecting sourcing of equipment, changes in consumer behavior
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and the impact of COVID-19 and war in the region.! USAID investments across SIS and creative industries
may benefit from more pilots with regional and local governments. Overall, the Program has been effective
in achieving its goals and creating a supportive ecosystem for established companies and aspiring
entrepreneurs, MSMEs, and foreign direct investment (FDI). Each of the current 16 partnerships and 40
grants has, to varying degrees, successfully contributed to strengthening various aspects of the economic
ecosystem needed for MSMEs and business support organizations (BSOs) to grow, increase employment,
and become competitive.

The following recommendations were presented by the ET and discussed with USAID/Georgia during a
validation workshop on November 5, 202|. Additionally, the Implementing Partner (IPs) had two
opportunities to review these recommendations and provide feedback.2

EQI: To what extent has the Partnership Development Fund (PDF) targeted and established
high-impact (defined as wide-reaching and/or replicable) partnerships with the private
sector that have strengthened and catalyzed the development of priority value chains? To
what extent are these partnerships sustainable (defined as the establishment of market
linkages that will not depend on USAID assistance after the activity ends)?

The Program facilitated the creation of 16 Public-Private-Partnerships (PPPs) and Global Development
Alliances (GDAs) at an estimated value of $57.4 million. These partnerships leveraged multi-million-dollar
resources to create high-value jobs, increase MSME revenues, and diversify value chains. The ET concluded
these |6 partnerships contributed to strengthening key value chains in tourism, creative industries, light
manufacturing, shared intellectual services, which included ICT and e-commerce. The ET’s data analysis
highlighted four main challenges to Georgia’s economic growth influencing competitiveness across value
chains: 1) lack of qualified staff, 2) access to finance, 3) need for new technologies, and 4) administrative
and policy barriers that negatively impact the business enabling environment. The Program partnerships
each responded to at least one of these identified challenges, which supports the ET’s findings that the
Program has strengthened priority value chains.

One PPP, Digital Day with Steller/Georgia National Tourism Agency (GNTA), was assessed very positively
because it has already demonstrated high sustainability and the likelihood of replicability. The partnerships
in e-commerce with Esty, Creative Industry Masterclasses, training of hospitality workers, and BizLink’s
partnership with the Bank of Georgia also strengthened and catalyzed the development of priority value
chains. In other cases, it was too soon in the project cycle to measure the extent to which each partnership
is likely to be sustainable through scaling, replication and demonstrated impact.

The partnership indicators included in the MEL plan, however, did not directly measure systemic and
transformational changes with value chains and the degree to which such changes are sustainable.3 Only
one regional government, that of the Adjara Region, was currently engaged via a grant for solid waste
management in collaboration with the European Innovation Academy. The Key Management Solutions
partnership focuses on workforce development training to improve the skills of hospitality workers.

I' The period of performance for this evaluation was completed before the war began in Ukraine, which also may impact
international tourism to Georgia.

2 In the period between the drafting of this mid-term evaluation report and its publication in March 2022, many of these
recommendations have been considered and adopted according to the Implementing Partner.

3 Implementing Partner introduced new indicators after this mid-term evaluation draft report was shared with USAID/Georgia
and the IP.
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Further investment in the region was made through a grant to the Adjara Ministry of Finance and Economy
that supports the expansion of SWM firms in recycling.

Recommendations:

e Consider adapting key milestones in approaches to developing partnerships so results are
reported against indicator targets for PPPs and GDA:s. Include a transition plan for how the
partnerships will continue after USAID funding ends.

e Modify or adapt new selection criteria related for future partnerships.

e Consider expanding the PDF approach to address systemic market failures to increase overall
impact across industries.

e Replicate the Adjara Region’s approach to support more regional and municipal locations outside
of Thilisi in the solid waste management and recycling sector through formal partnering
arrangements and/or grants.

EQ2. To what extent has support to sector associations 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 most important stakeholders that need to be involved in increasing the competitiveness of MSMEs in
priority value chains are the private sector firms, GOG, financial institutions, educational institutions, and
BSO. Program activities have primarily supported the GOG and BSOs - BSOs that serve the business
community in Georgia are important conduits for improving MSME competitiveness. The Program’s
investments in workforce development activities address the importance of linking educational institutions
to employer needs. At the present time, the Program has two formal linkages with financial institutions
through its PDF and grants mechanism.

Private sector respondents said that BSOs need to develop internal capacity to provide essential services
to their members as a first step to increasing value chain competitiveness. According to the ET’s analysis
of quantitative and qualitative data, BSOs are not currently positioned to offer critical services such as:
business development planning, access to financing, market information, recruitment of qualified workers,
financial documentation for loans and grant applications, and linkages across industries and with up-chain
enterprises.

Prior to COVID-19, the tourism sector was also poised for impressive growth. The Program had designed
a multi-pronged approach to improving the competitiveness of the tourism sector. Illustrative examples
include launching partnerships to co-invest in a digital media advertising campaign through the Tourism
Matching Fund. The partnership with Steller increased the global visibility of Georgia as a tourist
destination. Another activity increased the capacity of private sector firms and Mountain Trails Agency
staff to offer outdoor sports venues that were competitive with European ones. Other activities focused
on training hospitality workers and tour operators. The Program’s facilitation of the COVID-19 recovery
plan in tourism was positively received by the public and private sector.

Vibrant ICT growth within the SIS sector is seen as critical to generating quality jobs. Georgia’s SIS cluster
presents great potential for quick growth and high earning potential, and modernizes the country’s
economy, governance, and society. The partnerships between the Government of Georgia (GOG) and
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the private sector that prioritize modernization of the SIS could be a game-changer for the Georgian
economy. The Program assisted 50 MSMEs to varying degrees in developing e-commerce sites and 10
micro, small and medium enterprises (MSMEs) in migrating to digital platforms. Overall, the Program
supported professionals and businesses to understand best practices and to integrate e-commerce into
their operations. Partnerships with the Business and Technology University (BTU) to create the iOS
Applications Laboratory, Cinema |3 and N&N studio helped Georgia establish the only film laboratory
and post-production facility in the region, which is supported by highly trained technicians in post-
production services.

Recommendations:

e Consider providing a wider range of capacity building support to BSOs so that higher-capacity
BSOs access training in supply chain linkages and procurement in supply chains, while lower-
capacity BSOs continue training in leadership, change management, marketing, branding,
relationship building, and membership services.

e Uctilize findings from survey data regarding BSO membership services, such as: |) more interaction
and interest in addressing key business challenges; 2) digital solutions; 3) support for accessing
finances; 4) a platform for business associations to collaborate and share experiences; 5) marketing
and sales promotion assistance; 6) international legal aid for exports; 7) mechanisms to improve
the quality of services in tourism and introduction of innovative products; 8) research and
development; 9) engagement with foreign associations for matchmaking; 10) assistance in finding
new contacts to expand business networks; and | I) active involvement in legislative drafting and
sharing concerns with policy-makers.

e Continue guiding the GOG and affiliated public and private sector tourism entities in implementing
the National Tourism Recovery Strategy and Action Plan.

e Align expectations of the partnership between the GOG and the IP so both sides understand the
purpose of the activity and what future technical assistance might entail at the strategic and
operational levels.

e Utilize PDF, grant and technical assistance to individuals to do more cross-marketing and capacity
building in regions beyond the Adjara region; expand efforts to identify and leverage government
and the private sector partnerships in the regions and selected municipalities.

EQ3. To what extent has the grant component strengthened each priority value chain? To
what extent did the grants address gaps or market failures in each value chain?

The Program issued 40 grant awards with a total value of $1,352,858 and a cost-share contribution of
$1,072,528. Each grant activity has indicators that focus on two outputs: increased revenue and job
creation. Nearly all (95 percent) grantees used the funds to expand operations and the reported outputs
related to increased revenue. The number of high-value jobs created varies greatly across sectors. In
tourism, for example, some grants supported developing Destination Management Organizations (DMOs),
which potentially strengthens the tourism value chain. Other tourism-related grants supported hotels in
developing their online booking platforms and product development. The grants designated for SIS were
viewed by respondents as significant investments in building the capacity of Georgia’s educational institutes
and private sector firms to provide state-of-the-art ICT and software.
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It is too early to determine the impact of grants for the business-to-consumer and business-to-business
activities that are expected to relieve pain points related to complex software development within the e-
commerce value chain. All the grants distributed in the light manufacturing sector were for equipment
purchases. At the time of the evaluation, however, there were many disruptions in the supply chain that
prevented the timely delivery of the equipment. Presumably, after the equipment is delivered and
operational, it will strengthen the industry’s competitiveness. Grants in the creative industry mainly
supported the purchase of software licenses, equipment for the new post-production facility and film
location database. There were no grants awarded in the solid waste and recycling sector at the time of
the evaluation.

e Improve grants’ effectiveness and sustainable gains by requesting that grantees explain how they
will leverage the USAID-funding to obtain more financing and support from other sources.

e Encourage more innovative applications from consortia that link education and workforce skills
development to balance grant disbursements, which tilt heavily toward equipment purchases for
light manufacturing (in total grant value).

e Replicate strategic partnering with education institutions such as the GDA with Sweeft Digital and
llia State University through targeted grants.

e Provide more customized support to grant applicants in each step of the application process and
explain the selection criteria to increase transparency of the award.

e Streamline and improve the processing of grants by working with USAID to adjust selection
criteria and post-COVID 19 cost-share obligations.

e Expand network and outreach efforts with educational institutions and BSOs located outside
Thilisi to obtain more gender and geographic diversity in grants and partnering organizations.

® Weigh selection criteria to favor applicants that clearly demonstrate how their proposed activities
will address gaps and market failures in each value chain.

EQA4. 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 4,800 jobs and achieving $60 million in new sales?

Given the great fluctuations in the Georgian economy due to COVID-19, the war in Ukraine, and global
inflation, the Program may need to adapt its approaches to consider the new reality related to investment,
higher-value job creation, and increased revenues for MSMEs. The Program utilized an ecosystem
approach to supporting each sector and value chain. The program quickly pivoted to adapt new delivery
mechanisms and implementation modalities to align with new opportunities and challenges. Due to the
economic impact of COVID-19, the Program should closely monitor potential obstacles in achieving its
targets of creating 4,800 new jobs. The Program appears to be on track to achieve its $60 million revenue
target during the period of performance. Based on its analysis of the economic impact of COVID-19 and
qualitative data, the ET concluded that continuing Program support to a revamped tourism strategy and
legal framework is crucial to the eventual recovery of the sector, which is also the cornerstone of
Georgia’s overall economic recovery model. Georgia needs assistance in adopting new health and safety
protocols across the industry for both domestic and international tourists. The Program should continue
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to support GNTA and the private sector in implementing its Post-Recovery Plan and Action Plan. In doing
so, it should consider working with selected BSOs in assessing the potential revenue linked to domestic
tourism as part of its action plan.

The Occupational Customized Assistance Program (OCAP) implementation of strategic plans may need
to be adjusted to consider new high-priority actions related to disruptions in supply chains, sourcing
equipment, COVID-19 related decline of international tourists and other factors. The e-commerce and
SIS sectors have seen large increases in revenue during COVID-19. Similarly, there is evidence to support
continued investment in light manufacturing, although perhaps in new industries. According to economic
data monitored by the GOG, there are promising trends for growth in light manufacturing and shared
intellectual and knowledge-based services. The Program may want to assess whether there are new
opportunities in these industries. The Program’s subcontractor, Policy Management and Consulting Group
(PMCG), provides quarterly analytical studies of sectors and value chains to analyze the potential for high-
value jobs, increased revenues, and partnerships in the post-COVID economy.

Recommendations:

e Continue support to the tourism sector and implementation of the recovery plan that embeds
new global safety and health protocols. Assess opportunities in domestic tourism.

e Capitalize on new opportunities in ICT, SIS, and other knowledge-based services that have shown
resilience and growth during the pandemic.

o  Work with SWM companies and municipalities to pilot initiatives at the regional and local levels.

e Work with BSOs in SWM, light manufacturing, and other industries hit hard by the pandemic to
develop industry-wide interventions for job creation while implementing the OCAP.

e Ascertain whether BSOs, educational institutes or innovation centers can ramp up training related
to e-commerce, digital content, online learning, educational tutorials, and entrepreneurship to
attract more youth to high-paying jobs and provide funding*.

EQS5. To what extent has the Economic Security Program coordinated effectively with other
USAID activities (managed by both the USAID Economic Growth and Democracy, Rights
and Governance offices) to address the policy barriers facing its priority sectors and value
chains? To what extent has the absence of a large policy component within USAID’s
Economic Security Program helped or hindered its ability to address policy gaps?

USAID’s Economic Governance Program was designed to improve economic governance and leadership
in Georgia in ways that will enable Georgia to harness investments needed to finance its own development.
The Economic Security Program identifies key policy barriers jointly with value chain players and then
refers those barriers to the Economic Governance Program. The Economic Security Program and
Economic Governance Program demonstrated intentional efforts to collaborate effectively on key policy
reforms. The combined impact of their support was greater than individual efforts because they draw on
each other’s strengths without duplication.

4 Such as the creation of E-Commerce Academy in partnership with E-Commerce Association-Georgia and TBC Bank.
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Recommendations:

e Continue to facilitate public-private dialogue (PPD) initiatives in priority sectors identified by other
USAID IPs, such as SIS, creative industries, and tourism to identify key policy gaps, and share these
insights with other IPs and partners to amplify reform priorities to GOG institutions and
parliamentary committees.

e Continue to work with USAID IPs, such as Economic Governance, Good Governance Initiative,
Agricultural Program, Industry-led Skills Development Program, and other donors to identify
incentives for strategic cohesion among BSOs to coalesce around priority policy gaps.

e Prioritize policy, laws, and regulation (PLR) gaps with the USAID Economic Governance Program
that may have shifted due to the economic impact of COVID-19.

e Continue to encourage close coordination among EG and DRG programs to advocate at the
national level to hold GOG accountable by encouraging more policy, legislative, and regulatory
reforms. This coordination could help the private sector and NGOs demand better services and
accountability through advocacy efforts.

e Public Private Dialogues (PPDs) could elicit suggestions on developing an overall strategy to
catalyze citizens and PSE in targeted municipalities to improve capacity and local governments’
understanding of economic growth to adapt supportive local PLRs.

CROSS-CUTTING FINDINGS AND RECOMMENDATIONS

The ET found that many firms face constraints of limited access to finance, poor business and marketing
skills, and insufficient workforce skills that perpetuate strong gender imbalances. Women have less access
to capital and networks in Georgia than men do because they lack financial collateral and often work from
home3. As made evident in Program documents and reinforced by its gender specialist, the Program
actively included women as participants in all activities, including training. The Program also evaluates PLRs
against 10 criteria, including gender and environmental considerations. It has made an active effort to
include women as participants in activities and ensuring the collection of sex-disaggregated data for all
activities. In addition, the program developed a Gender and Disability Mainstreaming Guide for
organizations and has piloted its use with local partners.

PSE and market systems development (MSD) approaches are both key to advancing sustainable, scaled,
and inclusive outcomes. Preliminary findings indicated that the Program may need improved cross-cutting
analytical framework(s) and assessment tool(s) to support selection criteria for future private sector
partners, associations, and grantees to hew more closely to USAID/Georgia’s forthcoming PSE selection
criteria for economic growth activities. In its Monitoring, Evaluation, and Learning plan, the Program
measured PSE engagement through the number of GDAs established (Indicator 26), amount of dollars
leveraged through partnerships (Indicator 27), and the number of PPPs established (Indicator 28).
According to USAID PSE and MSD guidance, transformational impact is measured by how MSD can
leverage PSE’s strengths in corporate relationship management, diverse investment, and partnership
strategies. These outputs, however, do not predict the transformational impact of USAID investment

5 Overview of Women Entrepreneurs and Entrepreneurship- UN Women- April 2021
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according to USAID respondents, which is a key area of interest. No PDF selection criteria explicitly
stated the anticipated overall impact across value chains or sectors to be gained from each partnership.

Recommendations:

e Consider increasing designated funding opportunities for women’s organizations, female
entrepreneurs, and women-owned businesses in more sectors.é

e Utilize a PSE and MSD assessment tool with important definitions and distinctions to establish a
common understanding with partners; provide high-level guidance on aligning, customizing, and
operationalizing approaches to PSE and MSD with inputs from USAID/Georgia and potentially
USAID/Washington PSE and MSD hubs.

e Adapt a strategy for setting indicator targets to report how partnerships and grants address
systemic gaps and market failures and/or influence the industry.”

6 Implementing Partner introduced a new EIA partnership and Catapult Fund to address this issue after the mid-term evaluation
draft report was shared with USAID/Georgia and the IP.
7 Implementing Partner introduced new indicators to address this issue after this mid-term evaluation draft report was shared
with USAID/Georgia and the IP.
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1. INTRODUCTION AND
BACKGROUND

. PROGRAM BACKGROUND

Although Georgia is a global leader in trade and business environment reforms, economic growth has not
resulted in greater employment opportunities or higher wages8. An aggressive reform agenda and healthy
growth rate have not translated into economic dynamism or opportunities for Georgian citizens. Multiple
factors influence the reasons why Georgia’s economic growth has not created high-value employment
opportunities for its citizens, limiting the benefits of Georgia’s Western orientation. One factor is that
Georgian firms still lack access to resources necessary to increase competitiveness and create greater
employment opportunities in key sectors, including access to high-value, diverse markets; investment
resources; and a workforce that has the skills demanded by the private sector. The recent COVID-19
crisis triggered a major economic recession in Georgia, resulting in the loss of jobs and local currency
devaluation, and throwing into stark relief the need for an economy that delivers real gains to its citizens.?

The purpose of USAID’s Economic Security Program is to accelerate the broad-based growth of sectors
outside of agriculture that show strong potential to create jobs, increase MSME revenues, and support
diversification to more productive economic activities in the tourism, creative industries, light
manufacturing (including furniture, packaging, personal protective equipment, and construction materials),
ICT, SWM, recycled materials, and SIS sectors. The underlying development hypothesis of the program is
that IF Georgia’s firms have access to the resources they need (capital, access to high-value markets,
skilled workforces, modern technologies, etc.) to improve productivity, sales, and product and service
quality, and IF cooperation is strengthened in targeted sectors and value chains, THEN targeted sectors
and value chains will become more competitive and will provide greater high-value employment
opportunities to its citizens and drive closer integration with the West.

The Economic Security Program is organized into four components designed to achieve the stated results:

Component |: Strengthen cooperation in targeted sectors. The Program provides technical
assistance and cost-share grants to strengthen linkages and cooperation throughout value chains in
targeted sectors and to improve support services intended to enhance growth and productivity across
value chains in targeted sectors. In doing so, the Program takes a collaborative approach to development,
working with multiple stakeholders including firms, associations, GOG agencies, development partners,
regional government and municipalities, and others.

Component 2: Support enterprises to improve productivity, sales, and quality and to develop
new products and services. Through the identification and exploration of value chains that provide the
best opportunities for Georgia to initiate investment that leads to high-value jobs, the Program facilitates
entrance into new markets. It also increases and expands product offerings, promotes stronger linkages
between enterprises and the organizations that support them, and enhances the overall value chain

8 USAID Georgia Country Development Cooperation Strategy (CDCS)- 2020-2025 — pg. 5
9 Need for a bolstered economy came prior to the war in Ukraine and the rise of inflation on a global scale.
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ecosystem to ensure sustainability. This is accomplished through a series of interventions that include
technical assistance, cost-share grants, and export enhancement, among others.

Component 3: Industry-led workforce development. Alignment of Georgia’s workforce with the
needs of industry is critical to the country’s movement toward the development of a prosperous society.
To this end, the Program works with the Ministry of Education and Science of Georgia, educational
institutions, training providers, and the private sector to prepare Georgians for new and expanded
employment opportunities through identified sectors and value chains. The Program’s approach is led by
industry, meaning that it focuses on improving knowledge and skills that align with emerging investment
and job opportunities. This requires significant re-thinking of educational and vocational models, as well
as specific interventions that will link skills development directly with employment, which includes a focus
on internships and apprenticeships.

Component 4: Building PPPs. Through its $3 million PDF, the Program co-creates and co-funds PPPs,
GDA mechanisms, and other investment opportunities that support the growth of identified sectors and
value chains and provide high-value employment for Georgians. Approaches under the PDF are
collaborative, innovative, and flexible to identify and take advantage of opportunities.

1.2 EVALUATION PURPOSE

The United States Agency for International Development (USAID)/Georgia requested that the Learning,
Evaluation, and Analysis Project Il (LEAP Ill) team conduct a hybrid (in-person and remote) performance
evaluation of the Economic Security Program (the Program) being implemented by DAI and several
Georgian and American partners on November |, 202]. USAID/Georgia undertook this evaluation in the
spirit of learning and adapting to better understand how the current program, which was originally
designed under a previous strategy and under a very different geo-political and economic environment,
could be guided to better advance the current Country Development Cooperation Strategy (CDCS)
2020-2025 and align with current USAID policies. Of note, the Program was conceived and designed prior
to USAID’s Private Sector Engagement Policy and Digital Strategy, and prior to the outbreak of COVID-
19 pandemic which has had a dramatic and lasting impact on the economic sectors targeted by the
Program. Considering these changes in the operating context, new strategic priorities, and new Agency
policies, USAID/Georgia asked the evaluation team to gather evidence and provide recommendations for
improvements in five key areas of interest: |) private sector engagement, 2) value chain approach, 3) grant
components, 4) policy coordination, and 5) COVID-19.

The full description of the evaluation purpose is found in the Evaluation Work Plan, Annex B. Based on
findings and conclusions, the ET outlined actionable recommendations to USAID/Georgia about 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 each EQ), looking at opportunities
for change and possible adjustments that could enhance current Program activities and inform the planning
for future activities in the USAID/Georgia economic growth portfolio. The recommendations are
presented as potential areas of intervention based on the current needs in the post-COVID-19 recovery
and country situation.
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1.3 EVALUATION QUESTIONS

This evaluation assesses the effectiveness of specific programmatic approaches in achieving intended life-
of-program results. To accomplish this task, the ET has developed an evaluation approach to address a
set of five EQs outlined in the Evaluation SOW found in Annex |.

TABLE |: EVALUATION QUESTIONS

I. To what extent has the PDF targeted and established high-impact (defined as wide-reaching and/or replicable)
partnerships with the private sector that have strengthened and catalyzed the development of priority value chains?
To what extent are these partnerships sustainable (defined as the establishment of market linkages that will not
depend on USAID assistance after the activity ends)?

2. To what extent has support to sector associations 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?

3. To what extent has the grant component strengthened each priority value chain? To what extent did the grants
address gaps or market failures in each value chain?

4. 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 4,800 jobs and achieving $60 million in new sales?

5. To what extent has the Economic Security Program coordinated effectively with other USAID activities (managed
by both the USAID Economic Growth and Democracy, Rights, and Governance offices) to address the policy
barriers facing its priority sectors and value chains? To what extent has the absence of a large policy component

within USAID’s Economic Security Program helped or hindered its ability to address policy gaps?

1.4 EVALUATION AUDIENCE

The primary audience of the evaluation will be USAID/Georgia’s Economic Growth (EG) team and the
Implementing Partner DAI. USAID/Georgia may also share the results of this evaluation with local
stakeholders, such as the Ministry of Economy and Sustainable Development, GNTA, Georgia Innovation
and Technology Agency (GITA), partner nongovernmental organizations (NGOs), and other donors
working in this area.
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2. METHODOLOGY

2.1 EVALUATION METHODS

LEAP Ill conducted two simultaneous mid-term performance

Economic Security Evaluation

evaluations in Georgia; the second evaluation assessed the T
eam

Agricultural Program. The two ETs worked closely to ensure

strong collaboration and knowledge sharing across both Team Lead: Brenda Pearson

Senior Evaluation Specialist: Maia
Giorbelidze

Private Sector Expert: Rati Gabrichidze

evaluations. The ETs conducted joint key informant interviews
(KlIs) with selected stakeholders from the GOG, USAID, and
other donor partners to collect data efficiently. Both ETs used
the same team structure, with an international evaluation lead Sector/Value Chain Advisor: Lasha
and two national experts, a Georgian senior evaluation | Kavtaradze

specialist and a PSE specialist. An economist and value chain | Facilitator: Rusudan Gogibedashvili

expert conducted research on the economic impact of | Associate: Penelope Norton

COVID-19 for both evaluations. All team members were

briefed on USAID’s Human Subject Protection Policy and USAID’s Evaluation Policy. The survey team
members were briefed on the rights and welfare of human subjects involved in the data collection
protocols during the design phase of the survey interview guides. The ET was trained in survey
methodology, USAID’s survey regulations, relevant regulations, and the data collection plan. The team
utilized a mixed-methods approach, combining qualitative and quantitative methods to assess
programmatic approaches, opportunities, challenges, and sustainability of Program investments. This
approach reflects USAID’s similar combination approaches, which use two methods to collect and analyze
information, then synthesize them to answer individual EQs. The ET 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 desk research prior to fieldwork to identify and analyze secondary information that
could be triangulated with data collected in Georgia. The ET conducted an extensive desk review of key
program and external documents, including secondary data and background documents (relevant
academic, periodical publications, other donor reports, project surveys, monitoring and evaluation plans,
work plans, and quarterly and annual reports). These 30 documents provided a deep dive into the
development context, challenges and priorities, economic policies, laws, and regulations (PLRs), as well as
insights into the business enabling environment (BEE) and competitiveness in Georgia. The purpose of the
desk review was to familiarize the ET with key activities and to build understanding of PSE to situate the
evaluation. The ET worked with USAID/Georgia in advance to retrieve program documents and its own
PSE strategy and partnership selection criteria.

QUALITATIVE DATA COLLECTION

The ET conducted fieldwork remotely from September 13 to October 27, 2021. The extended data
collection period reflected the difficulties of scheduling Klls during lockdown periods, when many
informants were juggling professional and family responsibilities. The ET did not conduct in-person or on-
site observations due to the safety and security protocols in place. Most interviews were conducted

through online platforms, such as Zoom and Google Meet. The primary data collection was conducted in
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the Georgian language for most respondents; survey instruments are presented in English in Annexes I

but were translated into Georgian prior to dissemination. Surveys and Klls with USAID staff and other

donor partners were conducted in English.

The ET prioritized the main groups of stakeholders and beneficiaries most representative of the public,

government, and private sectors across all regions of Georgia for its sampling, in consultation with USAID
and the IP. The ET carried out 67 Kllis that included one to three stakeholders from the same organization
for a total of 92 respondents drawn across all stakeholder groups. The majority are direct beneficiaries:
27 grantees, BSOs and interns, 16 GOG officials, and | | partners participating in the PDF. Klls consisted
of nine IPs, eight USAID staff, four donor partners, and three financial institutions. The table below shows

the affiliation of each key informant.

TABLE 2: AFFILIATION OF KEY INFORMANTS

CATEGORY NUMBER OF KEY INFORMANTS
USAID 8

Implementing Partners 9

Other USAID-Supported Programs I

Other Donor-Funded Programs 4

Government of Georgia 16

Beneficiaries (grantees, business associations, interns) 27

PPP and GDAs 14

Financial Institutions 3

Figure | shows the number of documents in the desk review and high response rate for the online surveys

and Klls. More than half (56 percent) of Kll respondents were female; 44 percent were male.

USAID.GOV
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FIGURE I: METHODOLOGY OVERVIEW
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The ET utilized the Program database (supplied by the IP) to establish a sampling frame for the online
survey. In total, invitations to the online survey were sent to 222 beneficiaries, and the ET received a
response rate of 67 percent for BSOs, 84 percent for grantees, 74 percent for MSMEs, and 62 percent for
participants in the #Go4IT internship activity, which provides practical on-the-job learning environments
for university students. The ET designed an additional survey to sample the perceptions of youth (ages
I7-35) because of the Program interventions specific to youth-focused workforce development
interventions. The high response rates were attributed to the timing of data collection and numerous
follow-up emails sent to beneficiaries. The ET believes the high response rate increases the usefulness of
the survey responses.

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, quotes, and 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 Economic Security Program activities,
including characteristics such as the number of participants, regions, and in-country partners based on
survey responses. The team examined qualitative data from Klls and the online surveys to identify patterns,
themes, and trends relevant to each EQ to better understand context and meaning. When the ET found
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 |P staff.
The ET coded its notes according to key 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 a triangulation process 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, documents, analytical procedures, and other sources (e.g.,
the online surveys) were considered separately and together to develop findings and conclusions.
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2.2 LIMITATIONS

In any evaluation, some inherent challenges and risks must be mitigated to obtain reliable data. The ET
consulted biweekly with USAID/Georgia, utilized external resources, and conducted Klls with
organizations that did not directly benefit from the Program to better triangulate data.

Evaluation methodology related to COVID-19. The Asia Development Bank assessed the
economic impact of COVID-19, and the ET engaged the same economist who conducted this
research. Data collection and analysis related to EQ4 relied upon economic data provided by
Geostat'® and other USAID programs. For EQ5 regarding PLR coordination with other USAID
programs, the ET used data only from USAID-funded programs.

Selection bias. Since the ET relied on USAID/Georgia and the IP to identify and communicate
with specific key stakeholders, selection bias was a risk due to the potential for selecting a large
proportion of interviewees who held only positive opinions of the Program. Regardless, the ET
reviewed all project documents and made decisions on whom to contact. Beneficiaries selected
for Klls were potentially more likely to fill out online surveys, which presents an overlap between
these two groups of respondents.

Sampling representativeness. Many beneficiaries were representatives of SMEs, so some
findings may skew toward the concerns of micro and smaller firms. The electronic survey
methodology targeted BSOs supporting tourism, SIS, creative industries, light manufacturing, and
SWNMs rather than many individual firms because it related directly to EQ2 and EQ3.

Response bias. Most respondents have vested interests in maintaining positive relationships with
the Program and want to continue to receive funding or other benefits. The ET mitigated this bias
by opening every interview by assuring informants that their responses would be anonymous, any
comments made would not be attributed to them unless they agreed, and there would be no
retaliation against them or direct consequences for their responses.

Recall bias. The ET tried to overcome the bias of respondents 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.

10 Geostat is the National Statistics Office of Georgia.
USAID.GOV USAID/GEORGIA’S ECONOMIC SECURITY PROGRAM MID-TERM EVALUATION |

21



3. EQI FINDINGS, CONCLUSIONS,
RECOMMENDATIONS

EQI. To what extent has the PDF targeted and established high-impact (defined as wide-
reaching and/or replicable) partnerships with the private sector that have strengthened and
catalyzed the development of priority value chains? To what extent are these partnerships
sustainable (defined as the establishment of market linkages that will not depend upon
USAID assistance after the activity ends?

3.1 EQ | FINDINGS

According to the desk review and confirmed in Klls, Georgian firms lack access to resources necessary
to increase competitiveness and create greater employment opportunities in key sectors. These resources
include high-value, diverse markets; investment resources; and a workforce that has the skills demanded
by the private sector. The current COVID-19 crisis has led to a major economic recession in Georgia
with the loss of jobs and devaluation of local currency. USAID/Georgia is actively working with a cross-
section of citizens and key stakeholder groups to accelerate the country’s transition to a democratic-
based and Euro-Atlantic oriented market economy, while improving the growth and competitiveness of
private businesses. To achieve this transformation, especially considering the economic impact of the
pandemic, USAID partners need to actively engage and collaborate with the private sector.

The Program was established to build high-impact partnerships with the private sector to strengthen and
catalyze the development of priority value chains. Although the Economic Security Program has a multi-
pronged approach to private sector engagement (PSE), the evaluation question drafted by USAID/Georgia
focused on one aspect of the partnerships, namely the Partnership Development Fund. Therefore, the
findings below are in direct response to this narrower PSE approach.!! Through this PDF activity, the
program co-creates and funds PPP and GDA mechanisms. The PDF brought 16 new partners to USAID
under the USAID New Partner Initiative, including the Bank of Georgia and the Adjara Group.

FINDING: FOUR MAIN CHALLENGES TO ECONOMIC GROWTH AFFECT
COMPETITIVENESS AND SUSTAINABILITY ACROSS VALUE CHAINS

To understand the current state of the Program’s partnerships and their sustainability, the ET developed
extensive survey instruments to assess the factors that influence and hinder MSMEs’ competitiveness,
measure the Program’s effectiveness and efficiency in its support to partners, and gauge the status of PSE
(see EQ2 for more details). Various value chains showed resilience during COVID-19 while other value
chains, such as tourism were adversely affected. See EQ4 for further analysis.

The deal notes for each partnership were submitted and approved by USAID. They included an analysis
of each of partnership’s return on investment and business goals of the partners. According to the IP
respondents, the partnerships’ sustainability is reinforced through their design and financial goals.

Il See Annex | for the Mid-term Performance Evaluation Scope of Work and corresponding Evaluation Questions and sub

questions.
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The ET disaggregated survey results by three stakeholder groups—BSOs, individual MSMEs, and Program
grantees—to facilitate comparisons among stakeholder groups. (See Annex E). Figure 2 illustrates the top
four challenges to economic growth: lack of qualified staff, access to finance, technologies, and
administrative and policy barriers as identified by the ET. MSMEs (67 percent) and grantees (77 percent)
cited the lack of qualified staff as the greatest challenge. About 7| percent of BSOs, on the other hand,
cited access to finance as the greatest challenge impeding growth and competitiveness. Other noted
differences related to marketing challenges, which nearly one-third of MSMEs cited as a major challenge,
while BSOs and grantees rated the lack of technology as a greater challenge (64 percent and 27 percent,
respectively). Only 7 percent of all respondents cited government PLRs as significant barriers, but a higher
percentage of the 14 BSO respondents representing the sectors of light manufacturing, SWM, and SIS
stated that GOG business tax rates were a major challenge.

FIGURE 2: CHALLENGES TO ECONOMIC GROWTH AND COMPETITIVENESS BY SECTOR

Tourism (Mountain/Adventure;  Creative Industries (Production, Light Manufacturing (Furniture, Shared Intellectual Services (BPO, Solid Waste Management
Gastronomic; Culture/Heritage)  Post-Production, Architecture, Packaging, Personal Protective Nearshoring, Digital
High-Value Artisans) Equipment, and Construction  Transformation, e-commerce and
Materials) ICT)
m Lack of technologies m Access to finance m Lack of qualified staff m Lack of distribution channels

Research and development Marketing m Demand estimation m Access to equipment

m Supply chain infrastructure  mExchange rate dependency  m Administrative/policy barriers m Taxes

Source: Surveys of Grantees, MSMEs and BSOs (92 responses)

FINDING: THE ECONOMIC SECURITY PROGRAM REPORTED THE CREATION OF 16
PPP/GDA AND A PIPELINE VALUED AT $57.4 MILLION IN FY2

Under the PDF component, the Program facilitated the conceptualization and development of 16
partnerships that leveraged multi-million-dollar resources to realize shared objectives in high-value job
creation, increase MSME revenues, and diversify value chains. The Program integrated two types of
partnerships into its activities—PPPs and GDAs. The number of GDAs and PPPs is equally distributed
(eight of each). The co-creation process undertaken jointly by the IP and USAID/Georgia characterizes
the GDA in its activity design. GDAs must mobilize and leverage private sector assets, expertise,
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capabilities, and resources at a level that at least equals and preferably exceeds the value of resources
provided by USAID. Under the Program’s PDF mechanism, the GDA model required extensive co-
creation and shared responsibility between USAID and the private sector. The threshold of private sector
contributions mobilized by the partners was not as high for PPPs due to the nature of the PPPs’ leveraged
funds.'2 PPPs do not necessarily include GOG as the public sector partner but USAID participation is
considered a public contribution.

About 42 percent of respondents stated that they had previously partnered with the GOG, and 78 percent
of those respondents said they would be open to cooperating with the public sector. They identified five
main factors for joining PPPs: ) the potential to increase their share of the market, 2) greater transparency
in obtaining GOG public procurements, 3) increased access to finance, 4) financial support through PPPs,
and 5) fulfillment of corporate social responsibility objectives.

The Program’s FY2 Annual Report states that its PDF activity will create 870 new high-value jobs in the
future and is projected to generate $39.2 million in investment, $57.4 million in sales, and revenue in
pipeline development over the contract’s period of performance.

The Program’s PSE approaches were primarily evident through the PDF and grants mechanisms. Multiple
private sector representatives expressed satisfaction with the Program’s programmatic approaches in
addressing the top challenges. Nearly 83 percent of all survey respondents assessed cooperation with the
Program as either “very useful” or “useful” (see as Figure 3). A slightly higher number of grantees (89
percent) and 82 percent of BSOs said the Program addressed the main challenges through its PDF activity

or grants mechanism.

122021 Annual Report and reported indicator outputs.
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FIGURE 3: BSO, MSME AND GRANTEES’ RATING OF THE PROGRAM’S APPROACHES

Very Useful
m Useful
m Neutral
m Not Useful

m Not at all Useful

Source: Surveys of Grantees, MSMEs and BSOs (92 responses)

FINDING: PDF INDICATORS AND TARGETS DO NOT DIRECTLY MEASURE
TRANSFORMATIONAL/SYSTEMIC IMPACT OF PARTNERSHIPS ON INDUSTRY OR VALUE
CHAINS

The narratives in the FY2020 and FY2021 Annual Reports do not explain clearly how the partnerships are
achieving key milestones nor do they describe the stages of development for each type of partnership. It
was difficult to assess how the currently funded PPPs and GDAs measure their impact within industries
and assess at this stage whether the partnership likely would deliver transactional or transformational
results. The ET did not find references in the MEL plan to gauge the systemic changes affected by the
partnerships through |) scale of impact, 2) replicability, and 3) addressing market failures. The partnership
criteria as understood by the ET, focused more on bringing new private sector partners to Georgia and
linking with Georgian firms and institutions. The ET was informed that the IP targeted support to
partnerships by utilizing quarterly statistical analyses provided by PMCG to determine the changes in
systemic market dynamics. The deal notes had limited explanation how the Program incentivized
partnerships for longer-term transformational impact.

According to interviews with seven USAID staff, the deal notes do reveal how much each partner
contributed financially or with in-kind services but do not illustrate how the specific sector or industry
will be affected or influenced by the PPP or GDA. There is not a projection or estimation of how the
partnership will influence market dynamics within specific sectors at this mid-point of implementation.
This consideration of selection criteria for future partnerships is important because it helps to measure
the achievements of each partnership and whether or not the IP’s approach solves systemic problems.
Although each partnership is unique, there is a common need to articulate the end vision for scaling,
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replication or institutionalization within the GOG or non-public entity and/or any linkages to educational
frameworks.

FINDING: PDF INTRODUCED NEW MSME PARTNERS AND NEW SECTORS TO USAID
PROGRAMMING

The Program’s PDF activity brought new sectors into USAID/Georgia’s economic growth portfolio in
knowledge-based services such as SIS, creative industries, and SMW. Investment in these new sectors has
been promising because of the potential for high-value job creation and new revenue streams that position
Georgia in global markets. In many instances, the PDF activity successfully matched public and private
sector interests to create new PPPs—such as the GNTA and Mountainous Tourism Agency to build a
world-class snow park. There were evident challenges, however, in finding highly skilled workers to launch
and sustain these new partnerships. The top economic growth challenge of skilled labor was more acutely
pronounced in these new sectors. A second challenge relates to GOG and BSO capacity to meet the
standards of foreign investors and global export markets, addressed under EQ?2.

High-growth sectors: One way the Program helps partners in high-growth sectors and value chains
access finance is through its BizLink activity (see EQ3 regarding grants). The BizLink activity helped
participating MSMEs develop a pipeline of nearly $44.2 million in potential sales and investments while
increasing firms’ efficiency and export potential. Respondents who participated in the BizLink activity said
its support for preparing finance applications and obtaining international certifications was helpful in
increasing their market shares locally and internationally. The BizLink clinic, held in conjunction with the
Bank of Georgia!3, provided customized financial, export, and management advisory services to 18 MSMEs.
More than 90 percent of respondents described the training in preparing documentation to support loan
applications as very helpful and relevant because it enabled rapid submission of applications to multiple
lenders. A few respondents noted that the partnership could be improved by explaining how the consulting
companies administering the BizLink Clinic protected the confidentiality of their financial data. For
example, although Non-Disclosure Agreements were signed by participants and the consulting company
(Savvy Consulting), it did not fully alleviate concerns about protecting financial data, as stated by the
informants during the interviews.

Another example is the Georgia Women in Technology initiative, a GDA between GITA and the U.S.
Market Access Center (USMAC). This initiative introduced female entrepreneurs to potential angel
investors in Silicon Valley, California (See EQ?2). This GDA is one of the Program activities specific to the
needs of female entrepreneurs who need to access capital and investors (See section on cross-cutting
findings for additional information).

High-value tourists: The Program’s multi-faceted approach to attracting high-value tourists requires
Georgian firms to raise the country’s visibility as a destination for European, regional, and North American
tourists through Western-oriented marketing and promotional activities. It also supports the creation of
niche markets for tourists interested in gastronomy, cultural and historical sites, adventure sports, and
competitions. The PPPs and GDAs in the tourism sector are working with Georgian educational
institutions and international investors to improve the skills of workers in adventure and eco-friendly

13 A first-time activity between USAID and the Bank of Georgia.
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tourism (Guria Tea Route, Mountain Adventure Trail) and hospitality (Marriott, Hilton and Georgian-
American Chamber of Commerce).

Creative industry: In the creative industry, master classes held in partnership with Universal
Pictures/Enkeny Firms, Cluster Films, and N&N studio have trained nearly 200 students in the highly
specialized skills needed for the film production industry. All respondents expressed great satisfaction
with the quality of the training. A few respondents said that all the courses are offered in Tbilisi and are
not accessible to other youth living outside of the capital. The IP respondents, however, said the classes
were live streamed and accessible online and that one course was held in Batumi. Thus, the Program may
want to review its outreach efforts to ensure people are aware that the live streamed classes are accessible
to youth who are not located in Tbilisi.

FINDING: OUTREACH TO BOLSTER REGIONAL COOPERATION IS UNDERWAY

While the Program was not required to engage with regional governments, there were multiple outreach
efforts with regional governments. Only one regional government, that of the Adjara Region, was currently
engaged via a grant for solid waste management in collaboration with the European Innovation Academy.
The Key Management Solutions partnership focuses on workforce development training to improve the
skills of hospitality workers. Further investment in the region was made through a grant to the Adjara
Ministry of Finance and Economy that supports the expansion of SWM firms in recycling. Several GOG
respondents suggested the Program should establish more local-level collaboration. The Program does
interact with regional governments to some degree through the implementation of grant activities in
different regions, although regional government level engagement is not the primary focus.

3.2 EQ | CONCLUSIONS

The Program reported the creation of |16 Public-Private-Partnerships (PPPs) and Global Development
Alliances at a projected value of $57.4 million. These partnerships leveraged multi-million-dollar resources
to create high-value jobs, increase MSME revenues, and diversify value chains. Based on its desk review,
data collection and analysis, the ET concluded these |16 partnerships contributed to strengthening of key
value chains in tourism, creative industries, light manufacturing, shared intellectual services, which includes
ICT and e-commerce. At the time of the evaluation, a new partnership in the solid waste management
and recycling sector was recently launched so it is not possible to assess the longer-term impact of the
Program’s investment in the SWM sector. Through the Program, partnerships were established in sectors
that were new to USAID programming.

One PPP, Digital Day with Steller/GNTA, was assessed very positively because it has already demonstrated
high sustainability and the likelihood of replicability. The partnerships in e-commerce with Esty, Creative
Industry Masterclasses, training of hospitality workers, and BizLin’s partnership with the Bank of Georgia
also strengthened and catalyzed the development of priority value chains. In other cases, it was too soon
in the project cycle to measure the extent to which each partnership is likely to be sustainable through
scaling, replication and demonstrated impact.

The partnership indicators established in the monitoring and evaluation plan, however, do not directly
measure systemic and transformational changes within value chains and the degree to which such changes
are sustainable. New indicators, however, were added in September 2021 to measure the impact of
USAID Intermediate Results.
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In discussions with USAID/Georgia, the ET learned that new partnership selection criteria for selected
economic growth interventions will include interrelated elements of scale, sustainability, and systemic
change, including the assessment of whether partnerships address market failures, whether benefits could
create market distortions, and demonstrate impact on the industry or value chain

3.3 EQ | RECOMMENDATIONS

e Consider adapting key milestones in approaches to developing partnerships so results are
reported against indicator targets for PPPs and GDAs. Include a transition plan for how the
partnerships will continue after USAID funding ends.

e Strategize with USAID/Georgia to modify or adapt new selection criteria related for future
partnerships.

e Consider expanding the PDF approach to address systemic market failures to increase overall
impact across industries.

e Replicate the Adjara Region’s approach to support more regional and municipal locations outside
of Thilisi in the solid waste management and recycling sector through formal partnering
arrangements and/or grants.
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4. EQ2 FINDINGS, CONCLUSIONS,
RECOMMENDATIONS

EQ2. To what extent has support to sector associations 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?

4.1 EQ2 FINDINGS

The most important stakeholders that need to be involved in increasing the competitiveness of MSMEs in
priority value chains are the private sector firms, GOG, financial institutions, educational institutions, and
BSO. Program activities have primarily supported the GOG and BSOs - BSOs that serve the business
community in Georgia are important conduits for improving MSME competitiveness. The Program’s
investments in workforce development activities address the importance of linking educational institutions
to employer needs. At the present time, the Program has two formal linkages with financial institutions
through its PDF and grants mechanism.

The ET triangulated data from the desk review, Klls and surveys to assess whether the Program’s support
to GOG and BSOs was aligned with priority needs and the degree of satisfaction with the technical
assistance. Findings suggest that BSOs, in particular, can facilitate entrance into new markets and promote
stronger linkages among enterprises to strengthen and enhance the overall value chain ecosystem.

FINDING: OCCUPATIONAL CUSTOMIZED ASSISTANCE PROGRAM (OCAP)
PARTICIPANTS REQUIRE MORE CAPACITY BUILDING TO SERVE THEIR MEMBERS

Private sector respondents said that BSOs need to develop internal capacity to provide essential services
to their members as a first step to increasing value chain competitiveness. According to the ET’s analysis
of quantitative and qualitative data, BSOs are not currently positioned to offer critical services such as:
business development planning, access to financing, market information, recruitment of qualified workers,
financial documentation for loans and grant applications, and linkages across industries and with up-chain
enterprises. In response to this need for capacity building, the Program launched the OCAP in December
2019 to build the sustainability of 21 BSOs by assisting them in strengthening their service offerings and
membership bases as well as improving governance structures. The OCAP initiative is a three-phased
participatory approach that focuses on ‘“‘systematic institutional capacity building as a way to empower
business associations to become key enablers of sector competitiveness.” 4

In 2020, the 21| targeted BSOs participated in at least one of two training sessions offered in Thbilisi and
Batumi. Institute participants learned about international best practices for designing sustainability plans.
The first phase also included assessment of the BSOs’ current capacity, a workflow development analysis,
and one-on-one knowledge-sharing and technical assistance. BSO respondents who attended said that
associations should articulate the benefits of membership and design tailored services to meet industry

14 USAID Economic Security Program Annual Report, October |, 2020 - September 30, 2021, page 18. The OCAP approach is
based on international best practices and draws from tools developed by the United States Chamber of Commerce Institute.
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needs rather than offering primarily broad advocacy and organizational capacity guidance. The second
phase of the OCAP concentrated on the creation of sustainability plans that the organizations developed
with Program assistance. After completing the first two phases, a qualified BSO can apply for cost-share
grants.

The current and final phase of the OCAP technical assistance focuses on implementation of the strategic
plans. As per FY 2021 Annual Report, eight BSOs applied for cost-share grants to develop or improve
their abilities to serve as competitiveness enablers within their sectors or within the wider Georgian
business community. Grants for two of the organizations, Business Association of Georgia (BAG) and the
Georgian ICT Cluster, were approved during the year, while four others remain under consideration.
Two of the grant proposals did not meet Program criteria and two others also did not meet the technical
and financial criteria. According to respondents, their BSOs had low capacity to support members that
need financial assistance and access to new technology and equipment. Hence, the BSOs are at very
different stages of maturity and a stratified approach to capacity building is likely needed for
implementation of the OCAP, according to BSO respondents.

BSO survey respondents gave high ratings to the OCAP exercise to improve their associations’ visions
and organizational strategies. BSO KIl respondents, however, provided more nuanced comments. More
than 80 percent said that their BSOs required more specialized technical support for unique sectoral
needs and to operationalize OCAPs. These same respondents cited the need for more support in business
development processes through mentoring and coaching rather than direct capital investments at this
stage.

“If we speak about the value added by involvement in the OCAP program, we always knew about our
challenges, but we hadn’t [had] them in a systemized form with deep dive analytics, and we hadn’t [had
a] strategic action plan to follow up.” (Respondent who participated in OCAP program)

“The OCAP is interesting in the component of strategy development, but it will not create any value if [the]
implementation process is not supported. Without the support of the implementation process, it makes
no sense to develop a strategic development plan. It would be great at the end of the strategy development
component to teach us how to get an implementation grant, how to work on a grant application, how to
convert our visions in a USAID-acceptable manner. This process is so complicated that companies like us
are outsourcing the service of grant application fulfillment, which | think is wrong.” (Respondent who
participated in OCAP program)

Nearly half (10) of the targeted BSOs represent the tourism sector, three represent the creative industry,
three represent SIS, two represent light manufacturing, and one represents SWM. Two of the BSOs,
Business Association of Georgia and American Chamber of Commerce, represent all the targeted value
chains. Prior to the pandemic, the vast majority of BSOs had a fee-based structure, but many have stopped
collecting fees. According to 100 percent of BSO respondents, the Program’s focus on increasing sector
competitiveness through the OCAP initiative was relevant (see Figure 4). The same respondents rated
the sufficiency of Program support lower (67 percent), because “it was not enough,” as one respondent
shared.
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FIGURE 4: STAKEHOLDERS’ ASSESSMENT OF PROGRAM SUPPORT AS SUFFICIENT AND
RELEVANT

93%
MSMEs
93%
Business 100%
Associations
95%
Grantees
95%

B Sufficient M Relevant

Source: Surveys of Grantees, MSMEs, BSOs and #Go4IT interns (154 responses)
FINDING: ABOUT 57 PERCENT OF MSMES ARE SATISFIED WITH TECHNICAL SUPPORT

The ET found through its surveys that about half (54 percent) of the MSMEs cooperate with BSOs as
members or customers. Of these respondents, slightly over half (57 percent) are satisfied or very satisfied
with the services offered. In surveys and Klls, respondents had many suggestions for the types of services
that BSOs should offer to members. These include: 1) more interaction and interest in addressing key
business challenges; 2) digital solutions; 3) support for accessing finances; 4) a platform for business
associations to collaborate and share experiences; 5) marketing and sales promotion assistance; 6)
international legal aid for exports; 7) mechanisms to improve the quality of services in tourism and
introduction of innovative products; 8) research and development; 9) engagement with foreign
associations for matchmaking; 10) assistance in finding new contacts to expand business networks; and
I'l) active involvement in legislative drafting and sharing concerns with policy-makers.

Program support to the BSOs was designed to spur systematic changes to improve their capacity,
relevance, and value to members (especially MSMEs) through support services, certification assistance,
and marketing advice. Overall, only seven percent of respondents identified other aspects of the business
enabling environment as a barrier with the important exception of BSOs supporting light manufacturing,
SWM, and SI. A significant percentage of these respondents stated that GOG business tax rates were a
major challenge. As noted in EQI findings, access to finance was the top challenge impeding value chain
competitiveness but the Program is mainly focused on enterprise-level work and capacity building. Other
USAID mechanisms and programs are designed to address regulatory issues and access to finance issues.

Several BSO respondents expressed greater interest in receiving technical support to create market
linkages and obtain more technical assistance in areas such as gaining knowledge of export procedures,
which affect access to international markets. Three BSO respondents described the immediate need for
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diagnostic and forecasting tools for job creation in SWM, e-commerce, and SIS in the post-pandemic
economy. Given the varying degrees of organizational capacity and sector-specific support services across
the 21 BSOs, there may need to be customized capacity building assistance that considers the varying
degrees of organizational capacity.

The ET found evidence that BSOs are fragmented and discordant at the national level. USAID and donor
respondents observed that the existing dynamics between BSOs minimize the effectiveness of BSOs as
agents of change to advocate for BEE reforms. The Program developed the Advocacy and PPD Resource
Manual for BSOs and planned to conduct the Advocacy and PPD Course for BSOs, including OCAP
beneficiaries, in year three. The activity will be conducted in cooperation with USAID’s Economic
Governance Program.

FINDING: ACCESS TO FINANCE ACTIVITIES ARE IN GREAT DEMAND

GOG and private sector respondents unanimously connected limited opportunities in certain supply
chains to a lack of skilled labor and competitive financing. MSMEs that participated in the surveys stated
that they mostly utilize bank loans with high interest rates for financing and have low awareness of financial
instruments or practices such as hedging exchange rates, factoring, and trade-financing of export products
in international markets. The BizLink Clinic benefited 18 MSMEs, of which 13 companies were in light
manufacturing, three were in creative industries, one was in solid waste management, and one was in the
tourism sector. Of the participating MSMEs, nine firms improved financial management and business
practices, || firms developed and pursued export facilitation strategies, and six firms expanded sales on
local markets. The support has helped these MSMEs attract up to $| million in onward investment.
Multiple businesses are expected to receive expansion loans from the bank in addition to targeted
technical assistance. As noted in Section 4, the BizLink program helped MSME participants prepare loan
applications to the Bank of Georgia after some of them overcame concerns about the confidentiality of
their financial information. Some of the same participants said that another entity, Enterprise Georgia,
scored their applications favorably because of the superior preparation of their documentation and
financial plans.

FINDING: TARGETED SUPPORT INCREASED FEMALE PARTICIPATION IN THE ICT AND
HOSPITALITY VALUE CHAINS

The Program has two innovative initiatives to increase the participation of female entrepreneurs and
women in STEM to raise capital and improve digital skills in an industry traditionally dominated by men.
One such activity was the Grace Hopper ICT Awards, which was developed by the Program and
supported by five private sector and donor partners. These awards highlight women’s involvement in the
ICT sector by showcasing Georgian women and companies that have achieved leadership positions. In
addition, the Program supported the Georgia Women in Technology initiative in partnership with the U.S.
Market Access Center (USMAC) and in collaboration with GITA. These activities were designed to reduce
the gender gap and promote STEM. Five women-owned businesses received technical assistance to
improve their management practices, increase sales, expand and hire new employees, and attract new
investments. At the time of the evaluation, the outputs from this partnership had not been reported. In
another partnership with USMAC, three Georgian start-ups developed innovative products and improved
their management practices. The beneficiary companies increased their sales by approximately $232,000,
hired || new employees, and attracted approximately $400,000 in new investments. In addition, this
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partnership developed relationships between Georgian entrepreneurs and successful Silicon Valley
investors.

The Program supported two women’s business organizations through the OCAP support to BSOs and
grants. The Association of Businesswomen of Adjara (ABWA) was one of the 21 BSOs that received
capacity building support. Of the 40 grants awarded to date, 8 were owned and |12 were managed by
women although there may also be female senior directors or female key management staff. In addition
to the aforementioned, the grants were awarded to BSOs that are led by women such as Georgian Arts
and Cultural Center, Georgian Heritage Crafts Association, the Furniture Cluster, etc. The grant to the
Women’s International Shipping and Trading Association (WISTA) focused on developing a regulatory
framework and skills development for male and female maritime shipping agents, who participate in
certificate-based training courses. In the wine value chain, the Program supported the training of 30 female,
40 male and 21 youth as cultural and wine guides. There was an equal ratio of women to men (I | women
and 12 men) who participated in training related to SWM and environmental protection

The tourism sector and production of artisanal products are important growth value chains for women’s
employment and economic empowerment, especially in underserved rural areas. There were 248 female
beneficiaries out of the 340 who participated in hospitality training conducted by Key Management
Solutions (KMS) and the Alliance Group in the Adjara region, which should foster rural employment
opportunities and create a sustainable industry that is attractive to international tourists. VWomen
dominated the composition of training participants in the crafts, 135 out of 163 artisans, who participated
in Future Workforce for Crafts Industry in 2021 as well as females comprising |6 out of 20 digital designers
who participated in the iAtelier training program. The reporting did not, however, indicate whether the
women involved in these activities were new entrants into these activities.

FINDING: YOUTH WORKFORCE DEVELOPMENT ACTIVITIES ARE HIGHLY RELEVANT
AND SUCCESSFUL

Respondents said that the Program’s workforce development component enabled private sector
companies to further develop the capacity of current staff or train youth as potential employees.!s The
linkages between the private sector, government, and educational institutions were important for building
a sustainable pipeline of highly skilled workers. Through its Training for Life activity, the Program facilitated
partnerships between Georgian educational institutions and international universities and NGOs to
improve curricula and better align education with the employment needs of targeted sectors. GOG
respondents saw these education-oriented partnerships as important investments, because graduates of
these certification and degree programs ensure that Georgian industries and workers comply with
international standards. Included in this approach is the recognition that educational and vocational models
need to link skills development directly with employment opportunities for youth.

Among the total sample of workforce development participant interns (#Go4it), 74 percent indicated they
were “very satisfied” or “satisfied” with workforce development assistance. About 68 percent said that
they were offered full-time jobs after their training and/or internships. In accessing information, 39 percent
learned about this opportunity from their universities, 29 percent from Facebook, 23 percent from friends,

15 In Georgia, youth are designed as people between the ages of 18-35 years old.
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and only 5 percent from the announcement on www.jobs.ge. Figure 5 shows the level of satisfaction of
private sector companies that participated in workforce development program collaborations.

FIGURE 5: 95 PERCENT OF PRIVATE SECTOR COMPANIES FOUND WORKFORCE
DEVELOPMENT ASSISTANCE RELEVANT OR VERY RELEVANT (N=62)

m Relevant mVery Relevant = Neutral
Source: Surveys of #Go4IT internship provider companies (62 responses)

Furthermore, as shown in Figure 6, 79 percent of survey respondent interns shared that they found
participation in the program useful for acquiring new skills, and 73 percent expected these new skills to
help them find full-time employment.

FIGURE 6: 79 PERCENT OF INTERNS FOUND THE WORKFORCE DEVELOPMENT #GO4IT
PROGRAM USEFUL

Very useful Useful Neutral Not useful Very unuseful

Source: Surveys of #Go4IT internship provider companies (62 responses)

FINDING: THE GOG WAS VERY SATISFIED WITH THE PRIORITIZATION OF
KNOWLEDGE-BASED SERVICES AND TARGETED GLOBAL TOURISM

GOG respondents said they were very satisfied with Program cooperation, prioritization of knowledge-
based services, and targeted global tourism activities. One GOG respondent stated that the Program’s
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most significant support related to introducing modernized marketing, trade promotion approaches, and
products that would appeal to Euro-Atlantic consumers and tourists. The GNTA and tourism-related
agencies within the MoESD benefited during the pandemic through coordinated social media posts and
marketing campaigns and gave high marks for the Digital Day in the Life of Georgia initiative, which
streamed content and reached 7.8 million potential visitors. Program staff said this campaign could
potentially result in a global media boost with estimated revenue in the range of $20 million in tourism-
related dollars, which may not be realized in 2022 due to COVID-19. The Program made significant
contributions to the development of Georgia’s National Tourism Recovery Strategy and Action Plan. In
essence, the Program helped craft a one-year “reboot” marketing strategy to position Georgia as a safe
and viable tourist destination. The Program facilitated the formation of a team of industry experts to guide
and support GOG agencies over the next year. Through its partnership with Green Team Global, the
Program supported the development of a crisis communications toolkit and other marketing-related
promotions.

Through 2021, 32 tourism companies signed agreements to participate in the Tourism Matching Fund,
which provides customized social media outreach to target markets. According to Noxtton, the public
relations and marketing firm that is working with Fund participants, 14 of the participating companies
started their campaigns in July 2021. It is estimated that about 3.1 million potential customers in target
markets have been reached with a low Cost Per Result (CPR) of 0.11.

Through the partnership initiative with Key Management Solutions (KMS) in the Adjara Region, 430
individuals were trained, providing a steady supply of skilled workers for hotels in West Georgia. KMS
conducted nine training courses, four of which are certified by the American Hotel & Lodging Education
Institute. The partnership was designed to place at least 85 percent of training graduates in high-value
hospitality jobs in Adjara and the surrounding regions. KMS, together with the Program, partially absorbed
training costs and invested staff time to build relationships with key employers and hotels in the region.

4.2 EQ2 CONCLUSIONS

Vibrant ICT growth within the SIS sector is viewed by respondents as critical to generating quality jobs.
Georgia’s SIS cluster presents great potential for quick growth and high earning potential, and modernizes
the country’s economy, governance, and society. The ICT sub-sector under shared intellectual services
recorded exponential development and is estimated to have achieved nearly 33 percent growth in real
outputs per worker prior to the pandemic. Support to the SIS and creative industries through
partnerships, grants and BSOs resulted in increased revenues and new job creation for partners and grant
recipients. Many respondents noted that PPPs in these two sectors could be a game-changer for the
Georgian economy.

The Program initiated multiple efforts to promote the development of Georgia’s e-commerce sector and
assisted 50 MSMEs to varying degrees in developing e-commerce sites and 10 MSMEs in migrating to digital
platforms. The partnerships formed between GOG and the private sector, which have joined forces to
prioritize SIS modernization, could be a game-changer for the Georgian economy. During the recovery
period, the Program may want to assess whether other approaches to the SIS and creative industries
would increase its potential. Similar programs in the region (Ukraine and Moldova) have focused on
creating development synergies to support continued growth of SIS and competitiveness in foreign
markets by developing a sustainable talent pool to match industry requirements. This is done by raising
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the profile of STEM subjects and positioning the country as a leading exporter of high-value services while
crafting an enabling business and entrepreneurial environment.

Overall, the Program supported professionals and businesses to understand best practices and integrate
e-commerce into their operations. The Program partnered with the Business and Technology University
(BTU) to create the iOS Applications Laboratory, which invests in youth. Partnerships with Cinema 13
and N&N studio will help Georgia establish the only film laboratory and post-production facility in the
region that is supported with highly trained technicians in post-production services. As noted in the
finding, the Program should consider adjusting its support to BSOs so they can partner with educational
or innovation centers to deliver digital content, online learning solutions, educational tutorials, and
entrepreneurship training to attract more youth to high-paying jobs.

Prior to COVID-19, the tourism sector was poised for impressive growth in terms of attracting high value
tourists. The Program had designed a multi-pronged approach for partnerships to co-invest in a digital
media advertising campaign through the Tourism Matching Fund, increase the capacity of private sector
firms and Mountain Trails Agency staff to offer outdoor sports venues that were competitive with
European ones, and provide training to hospitality workers and tour operators. The partnership with
Steller also increased the global visibility of Georgia as a tourist destination. As pandemic-related travel
restrictions are eased, these early investments will benefit from continued technical support and
engagement with the GNTA.

4.3 EQ2 RECOMMENDATIONS

e Consider providing a wider range of capacity building support to BSOs so that higher-capacity
BSOs access training in supply chain linkages and procurement in supply chains, while lower-
capacity BSOs continue training in leadership, change management, marketing, branding,
relationship building, and membership services.

e Utilize findings from survey data regarding BSO membership services, such as: |) more interaction
and interest in addressing key business challenges; 2) digital solutions; 3) support for accessing
finances; 4) a platform for business associations to collaborate and share experiences; 5) marketing
and sales promotion assistance; 6) international legal aid for exports; 7) mechanisms to improve
the quality of services in tourism and introduction of innovative products; 8) research and
development; 9) engagement with foreign associations for matchmaking; 10) assistance in finding
new contacts to expand business networks; and | 1) active involvement in legislative drafting and
sharing concerns with policy-makers.

e Continue guiding the GOG and affiliated public and private sector tourism entities in implementing
the National Tourism Recovery Strategy and Action Plan.

e Align expectations of the partnership between the GOG and the IP so both sides understand the
purpose of the activity and what future technical assistance might entail at the strategic and
operational levels.

e Utilize PDF, grant and technical assistance to individuals to do more cross-marketing and capacity
building in regions beyond the Adjara region; expand efforts to identify and leverage government
and the private sector partnerships in the regions and selected municipalities.
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5. EQ3 FINDINGS, CONCLUSIONS,
RECOMMENDATIONS

EQ3. To what extent has the grant mechanism strengthened each priority value chain? To
what extent did the grants address gaps or market failures in each value chain?

5.1 EQ3 FINDINGS

The USAID Economic Security Program issued 40 grant awards with a total value of $1,352,858 and a
cost-share contribution of $1,072,528. The Program adjusted the targets of its grant mechanism in
response to challenges created by COVID-19, especially in sourcing equipment and meeting the 60 percent
cost-share threshold. Indeed, the Program worked closely with USAID/Georgia to reduce the beneficiary
cost-share to 30 percent of the grant award. The grants cut across all sectors and value chains, although
not equally. Grants to value chains in emerging knowledge-based services received significantly less funding
than light manufacturing, and four grants were disbursed to tourism value chains. The grant mechanism
was recalibrated to address challenges in the tourism sector due to the pandemic.

The available grant data provided insights on the distribution of grant funding but there is limited data
measuring how grant use or expenditures generated outputs to achieve desired outcomes for greater
impact in value chains at this mid-point of implementation. The limited data available also makes it difficult
to discern the extent to which grants may have been a catalyst for growth across sectors during the
pandemic. The Program MEL plan does not have standard or custom indicators to measure how grantees’
programmatic interventions and approaches address gaps or known market failures in value chains. For
example, including a qualitative custom indicator measuring the extent to which the grant support was
sufficient to overcome identified systemic challenges would improve reporting. Without this type of
routine monitoring and reporting, it was difficult for the ET to fully answer this evaluation question specific
to each value chain. The findings presented below are based on available data and what the ET was able
to ascertain from its review of the Program MEL plan and use of evaluation tools.

FINDING: COVID-19’'S ECONOMIC IMPACT MAKES IT DIFFICULT TO MEASURE HOW
GRANTS STRENGTHENED THE CREATIVE INDUSTRY

Due to the economic impact of COVID-19, it was difficult to measure the extent to which the grants
strengthened each targeted value chain. Equally problematic was assessing how the 40 grant awards
addressed gaps or market failures because of the pandemic. For example, many gains in tourism were
wiped out due to national and global lockdowns, restricted air travel, and supply chain disruptions.

Grantee respondents in the tourism and creative industries were the hardest hit by the pandemic.
Grantees in the creative industries stated that the grants helped finance the purchase of technical
equipment and software and supported the animators’ salaries. Expectations for the effectiveness of
technical support in the creative industry were high, perhaps due to the newness of USAID engagement
in this sector. The Program, through a grant with Cinema |3 for example, provided support for the
development of a Trusted Partner Network to establish a post-production company and other
employment opportunities. In Year Three, these grantees expressed a need for significantly increased
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funding. The ET found that most of these grantees had expectations that funding levels would be higher.
Three respondents from the creative industry stated:

“Existing support by USAID isn’t enough to cover the full scope, which prepares staff with large-scale and
versatile skills to enter the local and international market. To create qualified staff in this industry, it is
important to reach large numbers [and] increase the intensity as soon as possible, because the demand
for this type of staff is quite high.”

“What has been done in the film industry in this regard is very minimal, and it is difficult to say that it will
contribute to the development of the industry. There is a need of a holistic approach.”

“The program in this project supported just the execution of the animation process, which is valuable. But
there are still several challenges that Georgian film has in different directions and need to be supported:
new generation education enhancement, staff qualification, regional coverage, absence of film distribution
system, etc.”

According to respondents, the services industries suffered more revenue losses than did producers of
goods. SWM industry respondents reported a 100 percent increase in revenue, while creative industry
respondents reported that half of their industry’s employees lost their jobs in 2020.

FINDING: NEARLY HALF OF GRANTS SUPPORTED THE LIGHT MANUFACTURING VALUE
CHAIN

Grants were not distributed equally across sectors. Figure 7 shows the disbursement to each value chain,
which is dominated by equipment purchases for light manufacturing (42 percent of the total grant value).
In the overall distribution of grants, only a small percentage of grants went to value chains that employ
high-value skilled workers, such as software developers, IT specialists, or film industry animators. This
distribution of grants may affect the number of high value jobs created in these sectors but as noted
earlier, this was not the priority selection criteria for grants.

FIGURE 7: PERCENTAGE FOR GRANT FUNDING TO SPECIFIC VALUE CHAINS

Light Manufactuing [
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Source: List of grantees provided by USAID Economic Security Program
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Analysis of quantitative and qualitative data both showed that nearly all grant recipients used the financial
support to expand their operations. One grant recipient noted, “We could not really implement this project
with our own resources because it is quite an expensive service, and the cluster member companies could not pay
the fee. So USAID financial support was very important.” The size of the grant award was sufficient to expand
their operations, according to 63 percent of grant recipients. A little over half (53 percent) of grant
recipients started selling their products to new markets, and 70 percent established new partnerships with
other private sector companies.

FINDING: THE GRANT APPLICATION PROCESS COULD BE STREAMLINED AND WOULD
BENEFIT FROM THE INVOLVEMENT OF BSOs

Many grantee respondents commented on the lengthy period from grant application submission to
agreement signing as the most cumbersome aspect of the process. About one-third of respondents said
the process was usually burdensome due to frequent communication with Program staff, which prolonged
the process. Delays caused financial consequences for some applicants, and budgets required repeated
revision due to exchange rate devaluations caused by the pandemic. About one-half of the respondents
who received grants said the Program did not provide sufficient support during each step of the grant
process. These same respondents expressed concerns about the selection criteria for awards and said the
process would benefit from more transparency. They suggested the application process should be
simplified, which could potentially be done through modifications to its grants manual in consultations with
USAID/Georgia. About 71 percent of grantee respondents indicated that bureaucratic procedures delayed
the launch and/or implementation process.

“The worst thing we remembered in the engagement process was that there were new questions coming
up in non-stop mode. It would be great if a unified list of these questions were prepared at the beginning
of the process, and we could complete the review process in a maximum of two months.”

“I would recommend optimizing the grant disbursement process, as it’s the slowest process I've ever met
during my grant funding experience.”

Figure 8 depicts grantees’ observations regarding the grant application process. The online survey data
responses were more favorable than key informants who were interviewed, which is often the case in
mixed methods approaches. Interviewees provided more detailed criticism of the length of the application
process.
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FIGURE 8: MORE THAN HALF OF GRANTEES IN SURVEYS FOUND THE APPLICATION
PROCESS EASY AND TRANSPARENT
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Source: Surveys of Grantees (26 responses)

As noted by the respondents from larger scale associations during the interviews, potentially relevant
clusters and associations could support smaller-scale enterprises with grant proposal preparation by
explaining the requirements for grant disbursement and reporting requirements that are part of the
application process. The BSOs were limited in their technical capacity to provide support in drafting grant
applications according to respondents, as illustrated below:

“We [larger-scale and more developed associations and clusters] have more capacity and knowledge to
develop the winning-grant proposals. But we can also help our members, who are not capacitated enough
to fill out the forms. and the questions asked in the proposal template are usually too complicated for
them. We have a role, to sit down with them and explain the required information in a more user-friendly

2»

way
5.2 EQ3 CONCLUSIONS

The USAID Economic Security Program issued 40 grant awards with a total value of $1,352,858 and a
cost-share contribution of $1,072,528. Each grant activity has indicators that focus on two outputs:
increased revenue and job creation. Nearly all (95 percent) of grantees used the funds to expand
operations and the reported outputs related to increased revenue. The number of high-value jobs created
varies greatly across sectors. In tourism, for example, some grants supported developing Destination
Management Organizations (DMOs), which has potentially a modest impact on strengthening the tourism
value chain. Other tourism-related grants supported hotels in developing their online booking platforms
and product development. On the other hand, the grants designated for SIS were viewed by respondents
as significant investments in building the capacity of Georgia’s educational institutes to provide state-of-
the-art ICT and software development training through the llia State University and Georgian American

University.
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All the grants distributed in the light manufacturing sector were for equipment purchases. At the time of
the evaluation, however, there were many disruptions in the supply chain that prevented the timely
delivery of the equipment. Presumably, after the equipment is delivered and operational, it will strengthen
the industry’s competitiveness. Grants in the creative industry mainly supported the purchase of software
licenses and equipment for the new post-production facility, which will be the only one in the region.
There were no grants awarded in the solid waste and recycling sector at the time of the evaluation.

The data outlined in the Annual Reports indicate that several grantees have already generated employment
(Wine Club, E-commerce Association of Georgia, Griffin), however, there is limited evidence that
indicates recipients used grants in part or wholly to address main gaps or market failures in value chains
related to finance, skilled workforce, technology, and equipment. One significant example was a grant
initiative to fund the business-to-consumer and business-to-business activities that are expected to relieve
pain points related to complex software development within the e-commerce value chain. It is too early
to determine the impact of these grants.

The Program’s MEL plan and reporting provided limited information on how the grants were used wholly
or in part to address main gaps or market failures in value chains related to finance, skilled workforces,
technology, and equipment, except in the e-commerce value chain'é. Although these outcomes were not
explicitly stated in the original SOW, the USAID Mission is increasingly looking at how USAID-funded
grants can close gaps and/or have an impact on a specific industry.

5.3 EQ3 RECOMMENDATIONS

e Improve grants’ effectiveness and sustainable gains by explicitly requesting that grantees explain
how they will leverage the USAID-funding to obtain more financing and support from other
sources.

e Encourage more innovative applications from consortia that link education and workforce skills
development to balance grant disbursements, which tilt heavily toward equipment purchases for
light manufacturing (in total grant value).

e Replicate strategic partnering with education institutions such as the GDA with Sweeft Digital and
llia State University through targeted grants.

e Provide more customized support to grant applicants in each step of the application process and
explain the selection criteria to increase transparency of the award.

e Streamline and improve the processing of grants by working with USAID to adjust selection
criteria and post-COVID 19 cost-share obligations.

e Expand network and outreach efforts with educational institutions and BSOs located outside
Thilisi to obtain more gender and geographic diversity in grants and partnering organizations.

e Weigh selection criteria to favor applicants that clearly demonstrate how their proposed activities
will address gaps and market failures in each value chain.

16 Implementing Partner introduced new indicators to address this issue after this mid-term evaluation draft report was shared

with USAID/Georgia and the IP.
USAID.GOV USAID/GEORGIA’S ECONOMIC SECURITY PROGRAM MID-TERM EVALUATION |
41



6. EQ4 FINDINGS, CONCLUSIONS,
RECOMMENDATIONS

EQ4. In the context of COVID-19 economic contractions, how can the activity adapt its
approaches (i.e., 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 4,800 jobs and achieving $60 million in new sales?

6.1 EQ 4. FINDINGS

The past two years (FY2020 and FY 2021) have been challenging for Georgia and the world. The COVID-
19 crisis led to an economic recession in Georgia, resulting in loss of jobs and devaluation of the local
currency. It is estimated that the country’s economy contracted by 6.2 percent in 2020.!7 At the height of
the crisis, in April and May 2020, about nine percent of formally employed workers lost their jobs and
about 370,000 self-employed workers registered for unemployment assistance. The GOG swiftly
mobilized about $2.3 billion from the International Monetary Fund and other international financial
institutions to bolster vulnerable sectors including tourism, agriculture, and real estate. Other support
came from an influx of remittances, along with fiscal stimulus measures.

The GOG’s mitigation of the catastrophic impact included lockdown measures, immediate travel
restrictions, and border closures in early 2020. When COVID- 19 was officially declared a global pandemic,
the GOG banned flights to and from China, Iran, and other countries. In March, the country declared a
state of emergency and introduced a strict quarantine, along with other mobility restrictions that led to
breakdowns in supply chains and economic structures (similar to the global experience). Domestic travel
during the summer months, and the parliamentary election, led to a rapid surge in COVID-19 cases, and
the GOG imposed additional lockdown measures from November 2020 to February 2021. Inflation rose
to 5.2 percent above the National Bank of Georgia’s 3.0 percent target in 2020. Georgia’s consolidated
budget deficit widened from 2.1 percent of gross domestic product (GDP) in 2019 to 9.3 percent of GDP
in 2020, and government debt increased 40.4 percent in 2019 to 60.0 percent of GDP in 2020.

The pandemic negatively affected nearly all aspects of Georgia’s economy, especially the tourism sector,
which remains a key component of contract and Program targets. At the same time, the shift toward
utilizing SIS, especially in the e-commerce, SWM, and ICT value chains created opportunities for Georgian
businesses to adapt. GOG and private sector respondents noted that the Program remained operational,
pivoted rapidly to adjust its activities, and delivered interventions effectively through online platforms
while supporting partners and grantees.

FINDING: COVID-19 CREATED LOSSES AND OPPORTUNITIES IN KEY SECTORS
SUPPORTED

7 The ET conducted research on the overall impact of COVID-19 on the sectors supported by USAID’s Economic
Security Program and Agriculture Program. The research was based on data provided by the National Statistics
Office of Georgia (Geostat). The ET’s findings aligned with ongoing research and economic analysis conducted by
the Asia Development Bank. The ET presented its analysis to the USAID/Georgia Mission on October 28, 2021.
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The Program’s targeted industries were among the most severely affected in terms of lost jobs and
revenue. As seen in Figure |, the number of formally employed workers in all sectors fluctuated from
2017 to 2019 as workers left agricultural jobs for employment in sectors related to tourism, such as real
estate, accommodation and food service, construction, transportation, and storage. The ICT sector also
contracted slightly prior to the pandemic. Georgia’s emerging creative sector is also vulnerable, as all
cultural and educational events were canceled.

TABLE 3: EMPLOYMENT IN KEY SECTORS PRIOR TO THE PANDEMIC

2017 2018 2019 2018 2019
000' persons % change year over year

Agriculture 289 254 247 -12.3% -2.5%
Industry 154 154 147 0.0% -4.4%
Construction 84 99 101 17.3% 2.7%
Trade 175 185 196 5.9% 5.9%
Transportation and storage 70 78 82 11.5% 4.9%
Accommodation and food service

activities 38 44 49 16.9% 10.1%
Information and communication 22 21 19 -3.9% -8.8%
Real estate activities 3 4 4 43.8% -11.9%
Arts, entertainment and recreation 27 28 30 5.8% 5.2%
Other 425 429 421 0.8% -1.9%
Total 1,287 1,296 1,296 0.7% 0.0%

Source: Geostat
FINDING: TOURISM SECTOR IS HARDEST HIT BY COVID-19

According to the desk review and Klls, tourism was one of the fastest growing sectors in Georgia in the
pre-COVID-19 period. The sector benefited from visa-free travel from more than 100 countries,
improved accessibility, and government support and services. Georgia offers beach, winter ski, and four-
season resorts; health and medical destinations; wine tourism; cultural attractions; and gaming facilities,
which transformed tourism into the country’s key service sector. Prior to the pandemic, according to
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USAID respondents, it was anticipated that Program support to the tourism sector would be “graduated”
from the Program because the sector no longer required USAID funding. The Program took a five-fold
approach to the sector: 1) supporting multiple awareness-raising and digital media campaigns to raise the
global visibility of Georgia’s tourism sector; 2) developing partnerships with 32 tourism companies to
improve capacity, product development, and niche marketing; 3) designing skills training for hospitality
workers; 4) enhancing the BEE for competitiveness through support to 21 BSOs in all sectors; and 5)
guiding the GNTA to better plan and target key markets. These interventions, however, likely require
recalibration going into Year 3 of the contract to align with Georgia’s recovery.

The COVID-19 pandemic has been disastrous for Georgia’s tourism industry. According to the estimates,
the country lost around $2.8 billion in tourism revenues in 2020, based on revenue projections for the
year without considering COVID-19 and the acceleration of domestic tourism growth in the third quarter
of 2020. The steep decline in international tourists visiting Georgia from April to December 2020 had a
strong impact on hospitality and food services, construction, transport, and real estate. Revenues in the
accommodation and food service sectors decreased by 61.0 percent (year over year) in 2020. The tourism
sector’s value-added contribution to overall GDP shrank by 38 percent.

In 2020, according to Geostat, 12,800 people lost jobs in the hospitality industry, and corresponding
productivity fell by 15.8 percent. Foreign investors sold their shares in Georgian hotels and restaurants; it
is estimated that about $249.5 million in foreign direct investment was withdrawn from the tourist industry
in 2020. Georgia saw a nearly 96 percent reduction in tourism revenue and 80 percent decline in the
number of tourists from 2019 to 2020 (see Figure 9). As the pandemic progressed, the steep decline in
the number of international tourists visiting Georgia in 2021 compared to 2019 became partially offset by
a marked increase in domestic travel as people relocated temporarily. According to the GNTA in
September 2021: “Georgia hosted 266,544 visitors in August 2021 which is a 510% increase compared to
the same month of 2020, however it is still 75% less compared to August 2019, said. the Georgian National
Tourism Administration.” In July 2021 Georgia received $205.3 million. In total in the first seven months
of 2021 Georgia received $505.1 million from international tourism.”!8

I8https://agenda.ge/en/news/2021/2552#:~:text=Georgia%20hosted%20266%2C544%20visitors%20in,the%20Georgian%20Natio

nal%20Tourism%20Administration
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FIGURE 9: COVID-19 IMPACT ON THE TOURISM SECTOR SEEN THROUGH COMPARISON OF
INTERNATIONAL VISITORS AND ANNUAL TOURISM REVENUES
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The situation would have been worse but for GOG support that deferred income taxes for all affected
businesses, subsidized loan interest rates for small hotels for six months, supported travel agencies and
guides, exempted the tourism industry from property taxes, and made payments to employers who
retained their employees. These interventions prevented massive closures, but there is no guarantee that
hotels will remain operational when the benefits end. About three-quarters of the total contraction of the
Georgian economy is either directly attributable to changes in the tourism sector or closely linked to
transport, trade, arts and entertainment, real estate, and construction, jeopardizing the economic growth
model that was the driver of FDI in Georgia.

GOG and private sector stakeholders characterized Program support to GNTA as timely and critical in
creating a Post-Recovery Plan and Action Plan. Three GOG respondents said that Program support helped
them navigate challenges and assess responses to the Russian air embargo during the pandemic. Continued
support to the GOG and PSE, including BSOs, during this critical period filled an important gap for the
tourism sector and contributed more broadly to Georgia’s economic recovery model, according to GOG
and donor respondents. Stakeholders in the tourism sector, BSOs, grantees and partners stated their
beliefs that a revamped tourism strategy and legal framework would be crucial to the eventual recovery
of the sector. Two respondents noted that Georgia requires assistance in adopting new health and safety
protocols across the industry for both domestic and international tourists. Three respondents
representing light manufacturing and SWM cited the urgent needs for equipment and skilled workers.

FINDING: SIS AND CREATIVE INDUSTRIES ARE POTENTIALLY IMPORTANT SECTORS
FOR JOB CREATION AND ENHANCED REVENUE STREAMS

According to respondents in the SIS and creative industries sectors, the most pressing challenge is to help
MSMEs and new clients maintain their digital presence, develop online commerce, and strengthen their
digital marketing to meet domestic consumers’ demands during this downturn in the economy. Several
private sector respondents noted that Georgian businesses benefited from support that integrated real-
time ordering and payment solutions that facilitated interaction with customers and improved the
efficiency of online purchases.
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In the past two years, many companies migrated to the digital environment because the pandemic
accelerated the need for industries and businesses to embrace digital technologies as critical tools for
business continuity and sales recovery. Prior to the onset of COVID-19, the Program had deployed high-
impact digital promotion in tourism and creative industries to increase international awareness of
Georgian products in European Union and global markets. The SIS sector plays a significant role in the
Georgian economy. Its contribution to real GDP growth in 2019 of |1.2 percent has doubled since 201 5.
This sector contracted significantly in 2020 as evidenced by a decline in revenue as a percentage of GDP.
The emerging creative sector is vulnerable, as the small or micro firms that dominate the industry
experienced about 25 percent overall job losses (see Figure Il). According to Geostat, the creative
industries experienced an increase in revenue of nearly 108 percent in 2019 but contracted significantly
in 2021. Wages in this sector increased in 2020, most notably in computer programming and information
services. The potential for growth in terms of skilled labor outputs seems most promising in broadcasting,
telecommunications, and information service activities, including e-commerce.

FIGURE 10: PERCENTAGE CHANGE IN EMPLOYMENT FROM IN SHARED INTELLECTUAL
SERVICES AND CREATIVE SECTOR FROM 2020 TO QI AND Q2 OF 2021
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According to the evaluation, use of e-commerce for shopping has increased by 2.2 percentage points to
20.8 percent of the total adult population since 2016. Importantly, there has been a sharp increase in
internet use in rural areas, which nearly doubled from 2016 to 2019. Domestic sales utilizing e-commerce
and digital technology have risen, but there has been scant evidence of regional and international sales due
to cross-border price competitiveness and poor logistics. The Program initiated multiple efforts to
promote the development of Georgia’s e-commerce sector and assisted 50 MSMEs to varying degrees in
developing e-commerce sites and 10 MSMEs in migrating to digital platforms. One grantee stated that its
operations increased by 150 percent during the pandemic. The e-commerce initiative with the E-
Commerce Association—Georgia and TBC Bank led to the launch of the country’s first e-commerce
academy, which was expected to create a pipeline of skilled labor. There were no new employment figures
available during the evaluation period.
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The Program invested in partnerships with Sweeft Digital and the Business and Technology University to
provide apprenticeships in SIS applications for approximately 1,100 youth. Of these, it is anticipated that
800 will gain full-time employment, which would generate more than $4 million in new payroll through
2024. Currently, the first cohort of 100 apprentices has been recruited and is undergoing a six month of
intensive, hands-on training. Based on KllIs with partners and participants of this training, it is not clear at
this juncture during the pandemic, however, whether the Program will meet its target goal of youth who
will find full-time employment after their apprenticeships. Overall, the Program supported professionals
and businesses to understand best practices and integrate e-commerce into their operations. The Program
partnered with the Business and Technology University (BTU) to create the iOS Applications Laboratory,
which is expected to create 65 high-value jobs and generate a new payroll of $431,000. By investing in
youth, this partnership could potentially strengthen Georgia’s ICT sector and create high-value jobs well
beyond the partnership.

Although in the early stages, the partnership with Cinema 13 potentially has a multiplier effect by
positioning Georgia as a provider of post-production services. The partnership will employ 20 new staff
in the first year of full operation and is expected to generate approximately $4.5 million in sales over the
next three year through film restoration and post-production services. The aim is to create a film
laboratory that will have the capacity to restore classic movies and other video content shot on |6mm
and 35mm film. This will be the only center in the region that can provide high quality post-production
services to local and international production companies, film centers, and archives. On a smaller scale,
the Program partnered with N&N Studio, a Georgian film production company, to fund on-the-job training
for eight Georgian animators

Two BSOs suggested the Program should fund BSOs to partner with educational or innovation centers
that can deliver digital content, online learning solutions, educational tutorials, and entrepreneurship
training to attract more youth to high-paying jobs. These comments strengthen the earlier findings that
partnerships with educational institutions are valued highly by private sector respondents.

FINDING: NEW OPPORTUNITIES IN THE LIGHT MANUFACTURING AND SWM SECTORS

Prior to the onset of COVID-19, USAID/Georgia prioritized expanding interventions in the e-commerce,
tourism, light industry and ICT sectors. As noted in the Introduction chapter, the IP’s June 2020 contract
modification selected the additional sector of solid waste management and recycling for assistance.
Through its BizLink activity, the Program supported || light manufacturing companies with grants to
purchase equipment and obtain international certifications. According to the IP respondents and
confirmed by grantees working in these sectors, the Program prioritized skills development in this value
chain to generate new employment in packaging, furniture, and personal protective equipment. Early
support for the SWM sector consisted primarily of designing a joint grant venture with the Adjara regional
government to develop a pilot initiative for recycling tires, wood, and waste. SWM, sewerage, and the
recycling sector’s share of GDP was minimal, accounting for only 0.8 percent of GDP from 2015 to 2019.
There is not enough data to analyze the impact of COVID-19 on the sector but several GOG respondents
said that the government would prioritize these sectors in the near future.

Manufacturing was an important sector of the formal Georgian economy in the pre-COVID period,
accounting for ten percent of GDP in 2015-2019 and employing nearly eight percent of the total
workforce in Q1 2020. However, employment in the sector decreased sharply as COVID-19 caused global
supply chain disruptions and reduced demand for manufactured products. Overall, there has been mixed
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performance across the manufacturing subsectors. The share of FDI in the sector is low, and products
are not sufficiently diversified for export because the manufacturing process is fragmented, and companies
need to adapt new technologies to reduce costs and improve quality.

FIGURE | 1: PERCENTAGE OF CHANGE IN EMPLOYMENT BETWEEN 2020 AND QI, Q2 2021
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6.2 EQ 4 CONCLUSIONS

Given the great fluctuations in the Georgian economy, the Program may need to pivot activities as
necessary to consider the new reality related to investment, higher-value job creation, and increased
revenues for MSMEs. The Program utilized an ecosystem approach to supporting each sector and value
chain and quickly pivoted to adapt new delivery mechanisms and implementation modalities to align with
new opportunities and challenges. Due to the economic impact of COVID-19, the Program should closely
monitor potential obstacles in achieving its targets of creating 4,800 new jobs. The Program appears to be
on track to achieve its $60 million revenue target during the period of performance. Based on its analysis
of the economic impact of COVID-19 and qualitative data, the ET concludes that continuing Program
support to a revamped tourism strategy and legal framework is crucial to the eventual recovery of the
sector, which is also the cornerstone of Georgia’s economic recovery model. Georgia needs assistance in
adopting new health and safety protocols across the industry for both domestic and international tourists.
The Program should continue to support GNTA and the private sector in implementing its Post-Recovery
Plan and Action Plan. In doing so, it should consider working with selected BSOs in assessing the potential
revenue linked to domestic tourism as part of its action plan. The OCAP implementation of strategic plans
may need to be adjusted to consider new high-priority actions that account for the steep decline of
international tourists. There is evidence to support continued investment in light manufacturing, although
perhaps in new industries.
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According to economic data monitored by the GOG, there are promising trends for growth in light
manufacturing and shared intellectual and knowledge-based services. The Program may want to assess
whether there are new opportunities in these industries. The Program’s subcontractor, PMCG, provides
quarterly analytical studies of sectors and value chains to analyze the potential for high-value jobs,
increased revenues and partnerships in the post-COVID economy. Based on the ET’s research of
economic trends monitored by the GOG and its own data collection and analysis, some of the most
promising sectors for future USAID programming in the post-COVID economy may be in light
manufacturing of automobile parts, home electronics, textiles, and apparel and leather, and production of
pharmaceuticals (see Figure | 1). Some of these industries are aligned with the Program’s current sectoral
focus through partnerships and grants but some industries may be more appropriate for a follow-on
program.

6.3 EQ 4 RECOMMENDATIONS

e Continue support to the tourism sector and implementation of the recovery plan that embeds
new global safety and health protocols. Assess opportunities in domestic tourism.

e Capitalize on new opportunities in ICT, SIS, and other knowledge-based services that have shown
resilience and growth during the pandemic.

o  Work with SWM companies and targeted municipalities to pilot initiatives at the regional and local
levels.

e Work with BSOs in SWM, light manufacturing, and other industries hit hard by the pandemic to
develop industry-wide interventions for job creation while implementing the OCAP.

e Ascertain whether BSOs, educational institutes or innovation centers can ramp up training related
to e-commerce, digital content, online learning, educational tutorials, and entrepreneurship to
attract more youth to high-paying jobs and provide funding'®.

% Such as the creation of E-Commerce Academy in partnership with E-Commerce Association-Georgia and TBC Bank.
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7. EQ5 FINDINGS, CONCLUSIONS,
RECOMMENDATIONS

EQ.5 To what extent has the Economic Security Program coordinated effectively with the
Economic Governance Program to address the policy barriers facing its priority sectors and
value chains? To what extent has the segregation of USAID’s economic policy reform efforts
into a separate activity helped or hindered the Economic Security Program in achieving
results?

7.1 EQ 5 FINDINGS

Interviewed stakeholders, donor-funded program and activity staff, and partners recognized USAID’s
strategy of working closely with donor partners to help the GOG establish a culture of public-private
dialogues (PPD) and consultations to improve the quality of economic PLRs. Moreover, USAID/Georgia
is seen as a critical partner in improving the BEE by promoting the formulation, adoption, and
implementation of priority economic reforms. USAID programs fill a critical development niche by
empowering the private sector to contribute to the GOG’s economic reform efforts in financially
sustaining ways. The USAID-funded Economic Governance Program, a five-year, $19 million activity
award, was designed to improve the enabling environment for MSMEs; Multiple other USAID-funded
programs, including Economic Security Program, identify key policy barriers jointly with value chain players
and then refer those barriers to the Economic Governance Program. The Economic Security Program
includes very modest funding for policy work, and its SOWV is limited to facilitating PPD to identify sectoral
constraints and to propose potential solutions. It does not support legal drafting or implementation of
reforms.

Analysis of quantitative and qualitative data collected from the staff of the Economic Governance Program
and the Economic Security Program confirmed that they are cooperating closely and adhering to the
intended program designs. The two programs coordinated efforts in supporting the GOG in several
sectors, including the development of a new tourism law and digitalization, especially in terms of e-
commerce initiatives. Key informants from the private sector, academic institutions, BSOs, NGOs, GOG
entities, and other donors noted that the policy coordination was especially effective in the tourism sector-.

The Economic Security Program also is coordinating with the National Democratic Institute for
International Affairs (NDI), International Republican Institute (IRl) and Good Governance Initiative (GGI)
that are implementing DRG activities. For example, the Economic Security Program leveraged its
experience in working with the private sector to support other civil society organizations (CSOs) to
provide training and explain economic growth issues to legislators, political leaders, and their staff. At the
time of the award, the Program established early relationships with other key donors, including the
European Union and European Bank for Reconstruction (EBRD). The EBRD hosts the Tbilisi-based
Investment Council which, prior to COVID-19 restrictions, met regularly and was an effective forum for
donors and the GOG to prioritize improvements and reforms to the BEE.
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FINDING: EXTENSIVE COORDINATION WITH THE ECONOMIC GOVERNANCE
PROGRAM

FIGURE 12: PUBLIC-PRIVATE DIALOGUE AND ADVOCACY: A RESOURCE MANUAL

The Economic Governance Program and Economic Security

Program have collaborated extensively through weekly meetings
SHUSAID ™evsaotconcec (prior to the pandemic) and a working group dedicated to
adapting a new tourism law and developing a Tourism Recovery
Strategy. Both programs support the GNTA to mitigate the
effects of the pandemic and contribute to the GNTA platform
that enables key stakeholders to engage in ongoing tourism policy
dialogue with the GOG. Each program has a unique lead
responsibility for bolstering the tourism sector. The Economic
Governance Program supports the GOG in the finalization of its
2019 draft Law on Tourism and improving the GNTA’s public
policy advocacy capabilities. The Economic Security Program

POBUC PRIATE DIALOGUE primarily supports the GNTA in capacity building and overall

AND ADVOCACY:

AR A institutional development by guiding BSOs in putting in place

effective governance structures, which were identified as weak in
the Program’s OCAP activity. These two programs and the
Agriculture Program partnered to conduct a three-day workshop
to share knowledge to enhance the competitiveness of BSOs and CSOs in the Adjara region.

The Economic Governance Program and Economic Security Program are collaborating in a digital
transformation that will deliver more efficient and transparent government services and programs.
According to the document review and USAID/Georgia respondents, the GOG'’s digital infrastructure is
outdated and vulnerable to cyberattacks and malfunction. In addition, the GOG agencies lack coordination
mechanisms and are severely under-resourced to provide comprehensive digital solutions to increase
MSMEs’ competitiveness in global markets. The Economic Security Program is providing inputs to the
Economic Governance Program’s assessment of GOG digital transformation of government services. The
two programs also jointly engage in PPD to address anti-piracy policy and intellectual property rights,
which is crucial to the creative industry sector’s competitiveness. The programs are working with sector
specific BSOs to develop a code of conduct for public and private sector stakeholders to improve e-
commerce governance. This collaboration is in its early stages but aims to support the industry, users, and
GOG authorities to agree on time limits for e-commerce transactions and the rapid detection and removal
of harmful and illegal online content.

Another important area of effective collaboration relates to improving the currently limited access to
equity and non-bank finance for local companies. The two programs have initiated discussions with GITA
and National Bank of Georgia to explore possible sources of alternative financing, such as increasing the
fintech institutional environment and regulating shadow banking. According to donor respondents
supporting BEE and entrepreneurs, fintech could advance the delivery and automation of financial services
and ease access to financing for companies. Existing shadow banking practices or unformalized lending,
however, pose risks that need to be mitigated.
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The ET found that the Economic Security Program and Economic Governance Program demonstrated
intentional efforts to collaborate effectively on key policy reforms to support the tourism sector’s
competitiveness and advance digital solutions. Both programs reported that the combined impact of their
support was greater than individual efforts because they draw on each other’s strengths without
duplication. The publication, developed by the Economic Security Program, Public-Private Dialogue and
Advocacy: A Resource Manual (Figure 12) is a good example of each IP leveraging its expertise to reach the
GOG, the private sector, and CSOs.

However, the two programs use different terminology to describe the same stakeholders and key partners
in their publications and conversations, which can lead to confusion in comparing outputs that contribute
to cross-sectoral outcomes. For example, the Economic Security Program refers to associations as BSOs,
and the Economic Governance Program refers to the same entities as private sector associations. Many
respondents used the terms interchangeably in interviews but BSO respondents participating in the
OCAPs generally referred to themselves as members of an association.

FINDING: TARGETED COLLABORATION WITH USAID DRG PROGRAMS

The Program facilitated the development of sound economic platforms at the political party and
government levels through continued collaboration with other USAID EG and DRG IPs. According to
Program staff, and confirmed by GOG respondents, the Program presented PPD initiatives that were
integrated into the Parliamentary Economic Policy Committee’s Action Plan for 2021. Consistent
collaboration with USAID DRG programming resulted in effective PPDs and informal information
exchanges for transferring EG and sectoral knowledge to parliamentary committees, elected officials, and
political party leaders. Program staff contribute technical expertise in economic growth to ongoing DRG
activities through its PPD sessions with Parliament and MoESD on topics such as the SIS sector and the
furniture and packaging value chains of light manufacturing.

FINDING: DONOR COORDINATION ENHANCES ECONOMIC REFORMS AND BEE

According to respondents, the Program is effectively collaborating with the European Union and the
United Nations Development Program (UNDP) on post-COVID recovery; the EBRD, Asian Development
Bank, and Mashav/Embassy of Israel on MSMEs and access to finance; the European Union Water Initiative
Plus and UNDP on solid waste water resource management; USAID Good Governance Initiative; the
European Union; the German Development Agency; World Bank; the USAID Zrda Activity and USAID
Good Governance Initiative on tourism policy; the USAID Economic Governance Program on fintech and
crowdfunding; and the USAID Industry-Led Skills Development Program on youth empowerment. To
facilitate collaboration, the Program participates in quarterly coordination meetings with USAID programs.
No respondents mentioned that the Program was unwilling to collaborate and coordinate efforts to
address critical PLRs in support of MSMEs. All respondents stated that these coordination efforts between
USAID partners and with other donors enhanced reform processes.

7.2 EQ 5 CONCLUSIONS

USAID’s Economic Governance Program was designed to improve economic governance and leadership
in Georgia in ways that will enable Georgia to harness investments needed to finance its own development.
The Economic Security Program identifies key policy barriers jointly with value chain players and then
refers those barriers to the Economic Governance Program. The Economic Security Program and
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Economic Governance Program demonstrated intentional efforts to collaborate effectively on key policy

reforms. The combined impact of their support was greater than individual efforts because they draw on

each other’s strengths without duplication.

7.3 EQ 5 RECOMMENDATIONS

Continue to facilitate PPD initiatives in priority sectors identified by other USAID IPs, such as SIS,
creative industries, and tourism to identify key policy gaps, and share these insights with other IPs
and partners to amplify reform priorities to GOG institutions and parliamentary committees.

Continue to work with USAID IPs, such as Economic Governance, Good Governance Initiative,
Agricultural Program, Industry-led Skills Development Program, and other donors to identify
incentives for strategic cohesion among BSOs to coalesce around priority policy gaps.

Prioritize policy, laws, and regulation (PLR) gaps with the USAID Economic Governance Program
that may have shifted due to the economic impact of COVID-19.

Continue to encourage close coordination among EG and DRG programs to advocate at the
national level to hold GOG accountable by encouraging more policy, legislative, and regulatory
reforms. This coordination could help the private sector and NGOs demand better services and
accountability through advocacy efforts.

Public Private Dialogues (PPDs) could elicit suggestions on developing an overall strategy to
catalyze citizens and PSE in targeted municipalities to improve capacity and local governments’
understanding of economic growth to adapt supportive local PLRs.
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8. CROSS-CUTTING FINDINGS
AND RECOMMENDATIONS

8.1 CROSS-CUTTING FINDINGS
FINDING: INCLUSION OF WOMEN AND YOUTH IN ACTIVITY TARGETS IS EVIDENT

The ET found that many value chains face constraints of limited access to finance, poor business and
marketing skills, and insufficient workforce skills that perpetuate strong gender imbalances. Women have
less access to capital and networks in Georgia than men do because they lack financial collateral and often
work from home. The ET assessed gender equity as a cross-cutting theme and tried to determine its role
in the sustainability of the Program. Throughout the evaluation, female respondents stated that more
Program activities should use a specific gender lens that advances women’s economic empowerment
(WEE) through incentives and weighted scoring for female grant applicants.

As made evident in Program documents and reinforced by its gender specialist, the Program actively
included women as participants in all activities, including training. The Program also evaluates PLRs against
10 criteria, including gender and environmental considerations. It has made an active effort to include
women as participants in activities and ensuring the collection of sex-disaggregated data for all activities.
It reports on four gender indicators related to WEE, gender inclusion in policy, and CSO and private
sector association leadership. The Program has specific initiatives to create equality opportunities for
women and men along the target value chains. One such activity was the Grace Hopper ICT Awards,
which was developed by the Program and supported by five private sector and donor partners. The awards
highlight women’s involvement in the ICT sector by showcasing Georgian women and companies that
have succeeded in achieving leadership positions. The Program also supported the Georgia Women in
Technology initiative in partnership with the USMAC, which supported female entrepreneurs’ marketing
visits to Silicon Valley.

Overall, in Year I, the Program increased women and youth access to productive economic resources by
engaging more than 500 youth of which 400 were women in its various activities and initiatives. In total,
304 youth of which 99 were women found new full-time employment because of the Program’s efforts,
and 12 women increased their livelihoods by gaining better employment opportunities. In addition, the
Program’s initiatives increased the soft skills of 490 youth and 404 women.

During year two, the program increased women and youth access to economic resources by engaging
more than 123 youth and ninety (90) women in various activities and initiatives. In total, because of the
Program’s efforts 633 people found full-time employment (375 youth, 331 women); and five (5) women-
led startups have participated in the international acceleration initiative. In addition, the Program initiatives
increased soft skills in the targeted sectors and value-chains of 643 youth and 770 women.

In addition, the program developed a Gender and Disability Mainstreaming Guide for organizations and
has piloted it with local partners.
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FINDING: PSE SELECTION CRITERIA MAY NEED ADJUSTMENTS FOR FUTURE
PARTNERSHIPS

PSE and market systems development (MSD) approaches are both key to advancing sustainable, scaled,
and inclusive outcomes. Preliminary findings indicated that the Program may need improved cross-cutting
analytical framework(s) and assessment tool(s) to support selection criteria for future private sector
partners, associations, and grantees to hew more closely to USAID/Georgia’s forthcoming PSE selection
criteria for economic growth activities. The Program’s approach is to leverage PDF and collaboration with
public, private, and international stakeholders to scale existing and new opportunities. In its Monitoring,
Evaluation, and Learning plan, the Program measured PSE engagement through the number of GDAs
established (Indicator 26), amount of dollars leveraged through partnerships (Indicator 27), and the
number of PPPs established (Indicator 28). According to USAID PSE and MSD guidance, transformational
impact is measured by how MSD can leverage PSE’s strengths in corporate relationship management,
diverse investment, and partnership strategies. The qualities of transformation include the interrelated
elements of scale, sustainability, and systemic change. These outputs, however, do not predict the
transformational impact of USAID investment according to USAID respondents. No PDF selection criteria
explicitly stated the anticipated overall impact across value chains or sectors to be gained from each
partnership.

Without more evidence-based data regarding how these partnerships advance MSD approaches and
generate enduring changes in incentives, rules, or norms or support the functioning of the system, the ET
could not assess the extent to which these partnerships are transformational or limited transactions. The
ET assumed that the PDF partnerships could be transformational, but there was insufficient evidence at
this stage of the project cycle to state this finding.

FINDING: PPD AND BSOs HIGHLIGHT MSME INTERESTS IN IMPROVED BEE

The role of BSOs in promoting and protecting the interests of MSME interests through improvements to
the BEE is critically important, although the capacity of many associations in Georgia is low. Survey and
KIl respondents representing BSOs confirmed the need to develop effective PPD mechanisms to work
with central and local authorities. GOG counterparts have widely varying experience and levels of trust
regarding interactions with private sector partners. The Program developed the PPD initiative to address
policy gaps in the targeted sectors, which included the involvement of BSOs. The PPDs established new
avenues of cooperation with parliamentary committees to address important policy gaps and the need to
promulgate economic policies in all five targeted sectors. Three respondents from other USAID and
donor-funded programs said the Economic Security Program made valuable contributions to improving
PLRs through its in-person and online PPDs, which focused on enhancing the overall enabling environment
for competitiveness through supporting digitalization of public services, capacity build of key ministries
and agencies, PPDs and information exchanges with parliamentarians, political leaders and their staff.
Through its OCAP, the Program continued its work with 21 BSO partners to address BEE issues as well.

The Program provides capacity support to many government institutions, including the MoESD, Ministry
of Regional Development and Infrastructure, Enterprise Georgia, National Agency for State Property,
Georgia Innovation and Technology Agency, and many agencies related to the tourism sector: GNTA,
Mountain Trails Agency, National Agency for Cultural Heritage Preservation, and United Airports of
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Georgia, among others. Currently, the MoESD, Ministry of Finance, GNTA, and GITA are engaged in PPPs
in the tourism, SWM, SME development, and ICT sectors that the Program leveraged.

The ET recommends that the Program monitor its types of support to GOG institutions that are not
formally engaged in PPPs so that any changes noted at a later stage can be attributed to the Program.

8.2 CROSS-CUTTING RECOMMENDATIONS

e Consider increasing designated funding opportunities for women’s organizations, female
entrepreneurs, and women-owned businesses in more sectors.20

e Uctilize a PSE and MSD assessment tool with important definitions and distinctions to establish a
common understanding with partners; provide high-level guidance on aligning, customizing, and
operationalizing approaches to PSE and MSD with inputs from USAID/Georgia and potentially
USAID/Washington PSE and MSD hubs.

e Adapt a strategy for setting indicator targets to report how partnerships and grants address
systemic gaps and market failures and/or influence the industry.?2!

e Continue the Program’s systemic reform initiatives for BSOs and PPDs with other USAID and
international partners that support BEE reforms at the national and sub-national levels to identify
synergies with USAID and avoid duplication of activities.

20 |mplementing Partner introduced a new EIA partnership and Catapult Fund to address this issue after the mid-term evaluation
draft report was shared with USAID/Georgia and the IP.
2l Implementing Partner introduced new indicators to address this issue after this mid-term evaluation draft report was shared
with USAID/Georgia and the IP.
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ANNEX |I: STATEMENT OF WORK

STATEMENT OF WORK
MID-TERM EVALUATION OF USAID’S ECONOMIC SECURITY PROGRAM
I. EVALUATION PURPOSE

The purpose of this mid-term performance evaluation is to determine the effectiveness of specific
Programmatic approaches, which are referenced in the evaluation questions below, in achieving intended
life-of-Program results and to provide recommendations on corrective actions and new directions for the
remaining years of Program implementation.

The primary audience of the evaluation will be USAID/Georgia’'s Economic Growth (EG) office and
USAID’s Economic Security Program implementing partner (DAI). The results of the study may be shared
with local stakeholders (Ministry of Economy and Sustainable Development and its agencies, private sector
stakeholders, partner NGOs, etc.,) and other donors working in this area.

2. SUMMARY INFORMATION

Award Number: Contract No. 72011419C00001
Award Dates: I7-Apr-2019 - 16-Apr-2024
Funding: $23,033,752

Implementing organization: DAI Global LLC.

Contracting Officer’s Representative (AOR): David Tsiklauri

Alternate AOR: Philip Greene

3. BACKGROUND
A. Description of the Problem, Context, and Theory of Change

Despite Georgia being a global leader in trade and business environment reforms, growth has not resulted
in employment opportunities or higher wages. An aggressive reform agenda and healthy growth rate have
not translated into economic dynamism or opportunities for Georgian citizens. There are multiple causes
why Georgia’s economic growth has not created high-value employment opportunities for its citizens,
limiting the benefits of Georgia’s Western orientation. One such cause is that Georgian firms still lack
access to resources necessary to increase competitiveness and create greater employment opportunities
in key sectors, including access to high-value, diverse markets; investment resources; and a workforce
that has the skills demanded by the private sector. The recent COVID-19 crisis has led to a major
economic recession in Georgia, resulting in the loss of jobs and local currency devaluation and has thrown
into stark relief the need for an economy that delivers real gains to its citizens.

B. Description of the Intervention to be Evaluated
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On April 17,2019, USAID/Georgia awarded a five-year, $17,833,752 contract to DAI Global to implement
USAID’s Economic Security Program The purpose of USAID’s Economic Security Program is to accelerate
broad-based growth of sectors outside of agriculture that show strong potential to create jobs, increase
micro, small, and medium enterprise (MSME) revenues, and support diversification to more productive
economic activities in tourism, creative industries, light manufacturing, ICT, and shared intellectual services
sectors. The underlying hypothesis of the Program is that IF Georgia’s firms have access to the resources
they need (capital, access to high-value markets, skilled workforce, modern technologies, etc.) to improve
productivity, sales, and product and service quality, and IF cooperation is strengthened in targeted sectors
and value chains, THEN targeted sectors/value chains will become more competitive and will provide
greater high-value employment opportunities to its citizens and drive closer integration with the West.

In June 2020, USAID amended the subject contract, expanding its scope and increasing the life of activity
funding by $5,200,000, from $17,833,752 to $23,033,752. Through this cost-extension, the Program was
tasked to address the challenges and opportunities created by COVID-19 pandemic by: (a) expanding
interventions in the e-commerce, tourism, light industry, and ICT sectors; (b) selecting an additional sector
for assistance - the solid waste management and recycling sector; and (c) expanding the Program’s public-
private partnerships component.

The contract is organized by four components designed to achieve the stated results:

Component |: Strengthen cooperation in targeted sectors: The Program provides technical assistance
and cost-share grants to strengthen linkages and cooperation throughout value chains in targeted sectors
and improve support services intended to enhance growth and productivity across targeted value chains
in target sectors. In doing so, the Program takes a collaborative approach to development, working with
a plethora of stakeholders including firms, associations, Government of Georgia (GOG) agencies,
development partners, regional government and municipalities, and other stakeholders,

Component 2: Support Enterprises to improve productivity, sales, quality, and develop new products and
services: Through identification and exploration of value chains that provide the best opportunity for
Georgia to initiate investment that leads to high-value jobs, the Program facilitates entrance into new
markets. It also increases and expands product offerings, promotes stronger linkages between enterprises
and the organizations that support them, and enhances the overall value chain ecosystem to ensure
sustainability. This is accomplished through a series of interventions that include technical assistance, cost-
share grants, and export enhancement, among others.

Component 3: Industry-led workforce development: Alignment of Georgia’s workforce with the needs
of industry is critical to the country’s movement toward the development of a prosperous society. As
such, the Program works with the Ministry of Education, Science, Culture and Sport (MoESCS),
educational institutions, training providers, and the private sector to prepare Georgians for new and
expanded employment opportunities through identified sectors and value chains. The Program’s approach
is led by industry, meaning that it focuses on improving knowledge and skills that align with emerging
investment and job opportunities. This requires significant re-thinking of educational and vocational
models, as well as specific interventions that will link skills development directly with employment.

Component 4: Building public-private partnerships: Through its Partnership Development Fund (PDF)
with the total value of $3 million, the Program co-creates and co-funds Public Private Partnerships (PPPs),
Global Development Alliance (GDA) mechanisms, and other investment opportunities that support the
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growth of identified sectors/value chains and that provide high-value employment for Georgians.
Approaches under PDF are collaborative, innovative, and flexible to identify and take advantage of
emerging opportunities.

USAID’s Economic Security Program includes very modest funding for policy work. Specifically, the
Program’s role is limited to facilitating public-private dialogue among sector stakeholders to jointly identify
policy and regulatory constraints to the development of targeted sectors and to propose potential
solutions to mitigate these constraints. The Program does not support legal drafting or implementation of
reforms. The underlying reason why the Program does not have a robust policy component is that
USAID/Georgia supports major legislative, policy and regulatory reforms through a standalone Economic
Governance Program, specifically designed to improve enabling environment for MSMEs. The Mission
designed these two Programs with a logic that both Programs would cooperate closely, and that USAID’s
Economic Security Program would serve as an extension agent to identify key policy barriers jointly with
value chain players and then refer these barriers to USAID’s Economic Governance Program for further
action. USAID’s Economic Governance Program is a five year, $19 million activity awarded in December
2019, which is designed to improve economic governance and leadership in Georgia in ways that will
enable Georgia to harness investments it needs to finance its own development. Specifically, this activity
is designed to increase Georgia’s ability to attract private sector investment by building the sustainability
of the consultative economic reform-making process and promoting the formulation, adoption, and
implementation of priority economic reforms that will make Georgia’s business environment more
transparent, predictable, consistent, inclusive, and cost-effective.

4. EVALUATION QUESTIONS

The evaluation should address the following specific questions:

® Private sector engagement: To what extent has the Partnership Development Fund (PDF) targeted
and established high-impact (defined as wide-reaching and/or replicable) partnerships with the
private sector that have strengthened and catalyzed the development of priority value chains? To
what extent are these partnerships sustainable (defined as the establishment of market linkages
that will not depend on USAID assistance after the activity ends)?

e Value chain approach: To what extent has support to sector associations 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?

e 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 each value chain.

e Coordination on policy: To what extent has the Economic Security Program coordinated
effectively with other USAID activities (managed by both the USAID Economic Growth and
Democracy, Rights and Governance Offices) to address the policy barriers facing its priority

sectors and value chains? To what extent has the absence of a large policy component within
USAID’s Economic Security Program helped or hindered its ability to address policy gaps.

e 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-
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sectors, sequencing of interventions, etc.) to improve its ability to achieve its targets: creation of
4,800 jobs and achieving $60 million in new sales?

5. EVALUATION DESIGN AND METHODOLOGY

This evaluation will utilize a non-experimental, mixed-methods evaluation design. The Contractor is
expected to suggest the use of appropriate data collection and analysis methods, both quantitative and
qualitative, including document review, key informant interviews, focus group discussions, direct
observation, survey instruments (if applicable), etc., with Program stakeholders, beneficiaries, the GOG,
the private sector, and other players. The methodology for any evaluation process that involves the
selection of participants (e.g. surveys, focus groups, interviews) must be clearly explained and justified.
For example, for a survey or mini-survey (if proposed), the number of respondents and their selection
process should be explained and justified. The same is true for key informants, focus group discussions,
and other methods as well. Selected respondents should be representative of women, youth, and
vulnerable groups, where appropriate. The Contractor must conduct a desk review of USAID’s Economic
Security Program related documents, which will help identify areas that merit closer attention once the
team begins its fieldwork. Reading materials will be available to the team shortly after signing the Contract.

The Contractor must develop a detailed evaluation design and a workplan, including data collection plan
and drafts of data collection tools. A draft of the work plan and evaluation design must be shared with
USAID/Georgia for review prior to the fieldwork. The plan will then be presented to the Mission during
the in brief in more detail. The evaluation design must include the evaluation matrix (an illustrative
evaluation matrix for this study is given below). The evaluation design must explain how the evaluation
Contractor intends to conduct the study in detail, including a detailed description of one or more
proposed methodologies as well as limitations of proposed methodologies. It must explain in detail what
methods will be used to obtain answers for each evaluation question. The design must also explain how
the proposed methodology (mix of methods) to conduct the study generates evidence to ensure rigor
and reliability of results; and how and why the proposed methodology will minimize bias. The evaluation
design must also include the data analysis plan for each question, draft questionnaires (to be included as
an attachment), and other data collection instruments or their main features, criteria for assessing
responses to evaluation questions, known limitations, and a dissemination plan. The evaluation design
might also include specific sub-questions for each evaluation question, where needed.

Again, the methods described herein are only illustrative and USAID expects that the Contractor will
suggest the best methods that would generate most reliable and evidence-based answers to the key
evaluation questions.
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TABLE 4: ILLUSTRATIVE EVALUATION MATRIX

Research Question

Data Source

Methodology

Private sector engagement: To

what extent has the
Partnership Development Fund
(PDF) targeted and established
high-impact (large-scale, wide-
reaching, and/or replicable)
partnerships with the private
sector that have strengthened
and catalyzed development of
the priority value chains? To
what extent are these
partnerships sustainable?

Activity documentation: Program description, quarterly and annual
reports, M&E plan, results framework, workplans, sub-awards
documentation, PDF solicitation documents, PDF applications,
selection criteria and selection documentation, value chain
assessments.

e Project staff

e Representatives of sub-contr