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STUDY OF SMALL SCALE AGROBUSINESS SECTOR IN
 
GEORGIA
 

This is the reportof a study by Dr. William R. Furtickcarriedout between February4 and 
March 4, 1995 in the Republic ofGeorgiafor Save the Children Foundationthrougha sub­
grant with AgriculturalCooperativeDevelopment International(ACDI). The purpose of the 
study was to analyze the current status of the small scale agrobusinesssector in Georgia
anddetermine what interventions might be utilized to expedite development. The report on 
this study is presentedas aproposedproject and.the findings are described in the problem
descriptionandbackgroundsections ofthe projectdocument and it'sannexes thatfollows: 

I PROJECT INFORMATION 

Project Title: ASSISTANCE TO THE SMALL AND MEDIUM SCALE PRIVATE 
FARMS AND AGROBUSINESSES IN THE REPUBLIC OF GEORGIA 

Location: Republic of Georgia 

Project Duration: Initial Phase Completed September 30, 1995 

PVOs/NGOs: CARE, I.C, TVG, ACDI 

Total Project Budget $2,531,023 

SCE/USAID Budget $1,228,508 

II EXECUTIVE SUMMARY 

The economy of Georgia including, the agricultural sector, collapsed after the break up
of the Soviet Union. The privatization process has been lead by agricultural land with 
over one-half already distributed to create an estimated 300-400,000 small private 
farms averaging about one hectare in size. These new small farms have rapidly
returned to production and currently produce about ninety percent of agricultural 
production and have been the only growth area in employment. Their further 
expansion of production is inhibited by lack of technical knowledge and management 
skills. They also lack inputs and financial resources to purchase them and to cover 
start-up and operating costs. If they could overcome these constraints, their production 
could probably more than double. if this occurred, they would face problems of 
finding markets and transportation for products. Similar constraints are faced by a 
small but growing number of larger commercial farms that have been privatized. The 
remaining unprivatizrd land is largely in large State Farms that occupy much of the 
most productive !and. They used to produce large quantities of poultry, beef, dairy, 
swine, grapes, vegetables, fruit, tea and other export 'rops. Most of them have not yet
been privatized and are largely inoperative due to lack of finds to pay for inputs and 
operating cost and loss of their former export and domestic markets. They represent
large scale intensive high input agriculture and require imported production inputs and 
in many cases the output was largely marketed in Russia and other former Soviet 



2 

states. The processing and marketing structures are also largely closed down and still 
state owned. The blockage of rail transportation to Russia also makes import and 
export difficult. Until privatization occurs and the economy recovers to provide 
greater purchasing power the revival of large scale production will be limited. 

Since the purpose of this study was to identify potentially successful interventions that 
could be implemented by PVOs, NGOs and other collaborators, an assessment of 
other donor assistance. was carried out first. The largest provision of technical 
assistance is being provided by the European Communities under their program of 
Technical Assistance to Commonwealth Independent States (TACIS). They are 
implementing a large project to help restructure the Ministry of Agriculture and Food 
Industries, agricultural higher education, research, extension, cooperatives, information 
systems and land survey and titling. The Federal Republic of Germany is providing a 
small amount of technical assistance, a significant pilot program to provide credit and a 
loan for purchase of machinery. The Peoples Republic of China is providing a loan for 
purchase of tractors, Israel is providing technical training courses in both Israel and 
Georgia along with establishing a model farm for the courses in Georgia and the World 
Bank and the European Development Bank (EBRD) are each negotiating large 
agricultural sector loans. EBRD is focusing on refinancing State Farms as privatized. 

Based on this assessment, it is proposed that USAID immediately authorize 
implementation of a package of humanitarian and technical assistance to help establish 
and develop the small to medium scale private farming and agrobusiness sub-sector. 
Initial efforts concentrate on humanitarian and development efforts that lays the base 
for fol!ow-up development activities that can have an impact during the remaining six 
months available in the current funding cycle. Part of the focus would be on means to 
get displaced persons 4nd others with access to land to initiate agricultural production 
or improve productivity. Four extension centers would be provided to give technical 
and other assistance. For the small and medium scale farmers already producing 
commercial surpluses, the project would emphasize improving the delivery of inputs, 
marketing, processing, transportation,.machinery services and other requirements. The 
assistance would also focus on helping farmer organizations and businesses organize 
and provide technical and management information and training to their staff, client 
farmers and a group of interns being trained as future farmers, agrobusiness staff and 
leaders. The local intern training program would select a cadre of agricultural 
university graduates who would be trained by the project in up to date management 
and technology methods through formal training and hands-on experience in the work 
place. The project is structured to have a high pay-off even if it is not continued after 
September 30, 1995. The major loss in this case would be not fully capitalizing on the 
base laid for technical assistance that should have even higher levels of impact. 

The initial phase of the project, ending September 30, 1995, is proposed to have four 
elements. Each will be implemented by different organization with a management unit 
to provide overall project management and coor(';nation. Tri Valley Growers will work 
primarily with the Union of Private Farmers oih a nation wide basis and will provide, 
and share with other activities, technical assistance from it's Farmer to Farmer USAID 
contract. CARE will work on potatoes in the Svanetia region. The International 
Rescue Committee wil! implement a program to help displaced persons and low 
income groups, primarily h'Ist families with access to land, to initiate farming activities. 
and receive technical and other assistance. The local intern program will be managed 
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by Agricultural Cooperative Development International (ACDI) along with overall 
management and coordination of the project for SCF. ACDI will also provide any
requested assistance that will help USAID determine the potential for longer term 
follow-on activities. The significant impacts the project would have even if it should 
not be extended are outlined. 

PROBLEM DESCRIPTION: 

The collapse of the Georgian economy after the break-up of the Soviet Union resulted 
in major reductions in food and other agricultural production. The Soviet central 
planning system had provided many of the industrial and agricultural inputs and created 
markets, for the finished products. fhe resultant food shortages caused by the collapse
of this central planning and barter system lead to major international provision of food 
aid that is continuing. Production from the large scale State Farms that include large 
areas of the best quality farm land is currently at alow level. However, privatization of 
the State Cooperative Farms and other agricultural lands resulted in the creation of
300-400,000 new small private farms that are increasing in their agricultural
production. They currently cover about fifty percent of the total farm land and 
contribute an estimated ninety percent to current national agricultural production.
Most of their production is consumed on the farm, provided to extended family
members or bartered in the local community. There are also a small, but growing
number of commercial scale private farms and agrobusinesses. Many of them are 
producing at a low level due to lack of access to credit to cover start-up and operating 
costs and unavailability ofneeded inputs. Many of these new farms of medium to large
scale are owned (presently on a lease and purchase option basis) by an individual or 
small group without any previous farming or even business experience. 

As used in this study, small scale farms are considered to be those whose production is 
primarily devoted to family subsistence with any small surpluses used mainly for barter 
or sale to buy other family essentials. In most parts of Georgia these farms are one-half 
to five hectares in size. Medium to larger scale commercial farms refers to those 
whose production is primarily intended for sale and usually range from 5 to 50 hectares 
in size for the medium size and above 50 hectares for larger scale. Size is less a 
determinant than the use of the products produced. 

The problems and needs of the agricultural sector of Georgia haxe been studied in 
detail by both long and short term consultants and consultant teams. The most 
extensive was avery comprehensive multi-year study sponsored by the Commission of 
the European Communities, under their Technical Assistance to the Commonwealth of
Independent States program (TACIS). The most recent was a study by a World Bank 
team completed in September 1994 with a preliminary report available. The large scale 
sector was studied in mid 1993 by this consultant. These and other studies are in 
agreement on the major problems of the agricultural sector. These include the lack of
land survey and titling that is needed to give the multitude of new private farmers the 
assurance of ownership they need to make longer term investments and as the basis to 
obtain credit The reluctance of the Government to privatize the approximately 1,200
large scale state owned farms and agrobusinesses, only a small percentage of which 
have so far been privatized, is leaving much of the best farm land idle and the 
processing and marketing structuIes unuscd. Other major problems include 
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unavailability of inputs including credit, lack of management skills and inadequate 
technical knowledge among the large number of new small farmers and the absence of 
marketing structures. The ability of small farmers to market any surpluses is also 
hampered by lack of transport and theft of produce by banditry or bribery. This is one 
area where there is general agreement that the situation is improving. Lack of income 
by most of the population reduces market potential for most surpluses except by
barter. The lack of management skills and technical knowledge or experience in either 
farming or business management is particularly acute among the new small farmer who 
were previously laborers on the -State Cooperative Farms or did not have previous 
agricultural experience. These categories comprise the majority of the new small and 
larger scale farmers. 

Although Georgia has an extensive agricultural research system, it was pimarily 
designed to support intensive large scale farming operations carried out on State 
Farms. Extension activities were largely limited to extending the research results to 
these large scale operations. and a network of State Cooperative Farms that were more 
diversified in their production. The large scale farming sector was centered on poultry,
dairy, swine and other meat animals, grapes, processing vegetables and fruit, tea and 
other export crops. These enterprises have not been privatized and are largely non 
operative as they are based on high input farming. Many of the inputs are available 
only through importation. The State enterprises have not been allocated money to 
purchase either imported or locally available inputs. The marketing structures they
previously used are inoperative and access to former markets in the Ukraine and 
Russia can not be re-established because the rail system is blocked. The small farmer 
sector is without access to sources of technical and managerial assistance and 
knowledge about the latest technology, thus the small farmer sub-sector is confined 
largely to very low input agriculture. This drastically reduces the product-on potential 
and quality of products produced. The various consultants that have examined this 
sector conclude that by utilizing the latest technologies and with adequate inputs,
production could easily more than double. For this to happen, there would need to be 
the availability of the required knowledge, inputs and markets for the surpluses. 

The small scale farmers and potential farmers are far from a homogeneous group. They 
might be divided into three broad categories. The first would be those with access to 
land that are either not using it or only in a very limited way. The second is a group 
that are farming small holdings, usually one hectare or less that are at or below 
subsistence level in their production. The third group are those that have access to 
enough land to provide all the needs of the family with a surplus to either barter or sell. 

The problem is thus to find cost effective ways to overcome the constraints that are 
preventing these various small and medium scale farming groups and supporting 
agrobusiness sector firms from reaching their potential and thus increase the availability 
of locally produced food.. Because the large scale enterprises have an entirely different 
set of problems, they will not be the target for assistance being proposed initially. 

BACKGROUND 

There has been a reluctance by some donor agencies to provide agricultural technical 
assistance to Georgia tbr several reasons. These include the complexity of the 

IV 
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problems in the agricultural sector, the longer time frame required to haveimpact, measurablethe urgency of food aid and humanitarian assistance and the resistance tochange by the entrenched agricultural bureaucracy. The situation is changingbecoming increasingly favorable for agricultural technical assistance. 
and 

The World Bankis in the process of negotiating a large agricultural sector loan that will require thestructural adjustments needed to overcome some of the major constraints inhibitingagricultural development. As a result of considerable early privatization that created amajor small scale farming sub-sector, agriculture is leading other sectors in re­establishing production and employment. It thus is in a position to immediately profitfrom appropriately targeted technical and other assistance. The continuing high levelof food aid and other humanitarian assistance is leading donors to more seriouslyexamine alternatives. Continuing food aid will also start impeding development by
distorting the market.. 

One of the Government structural reforms needed is a complete modernization andrationalization of the Ministry of Agriculture and Food Industries (MOAFI) and theGeorgian National Alliance of Consumer Cooperatives (TSEKAVSHIRI) A large scaletechnical assistance program is being initiated for this purpose under TACIS. Much ofthe preparatory work was completed through a contract by the Overseas DevelopmentAdministration of the United Kingdom with the Know How oiganization that designeda restructuring plan for the MOAFI. The TACIS project will also provide assistance ina more limited way to tl'e agricultural higher edu..ation, research and extensionsy:temns. In addition, assistance will be provided with land titling and survey andestablishing data and inf)rmation gathering and management systems. They will alsohelp develop and implement a new national cooperative law. 

The agricultural assistance intentions of all bi-iateral and multi-lateral donors wasassessed. The documentation on their proposed or on-going programs are attached asannexes. These include the statement of the Minister of Agriculture and FoodIndustries presented to tL World Eank Donors Meeting in Paris last year, an AideMemoire of the World Bank team, the plans of TACIS, the Federal Republic ofGermany (FRG) and of a donor meeting hosted by FRG and TACIS in Tbilisi last year.Israel did not attend, but are giving forty Georgians one month technical training eachyear in Israel and establishing a model farm in Georgia for three two week trainingcourses for farmers provided in Georgia each year. Turkey is also providing signil'cantaid, largely by supporting joint ventures in the private sector, particularly in bakerCs.The European Development Bank is assessing a potential credit project directed at re­capitalizing the State Farms and Agrobusinesses as they privatize. 

Save the Children Foundation (SCF) under an umbrella grant from the US Agency forInternational Development (USAID) has filled a supporting rol- with the privatevoluntary organizations (PVOs) and non government organizations (NGOs) in theprovision of food aid and other humanitarian assistance Georgia.to SCF, in theirperiodic program reviews, identified the opportunity to invest in pilot efforts tostimulate the recovering agricultural sector as a means to reduce the need for food aid.This study is for the purpose of detailing potentially successful interventions that might
accomplish this goal. 

The current needs for agriculurnal technical assistance can be segmented into severalcategories that have.difllcrin, requi rements The large scale farms and agrobusinesses 
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offer little opportunity until privatized, re-capitalized and markets re-established. 
Macro economic adjustments in the overall economy need to be far enough along to 
provide increased income for food purchases at market prices. There has been great
reluctance to move forward with privatization and the removal of subsidized inputs, 
such as fertilizer, that was provided at no cost to all farmers in 1994 and sale of basic 
food items at market prices. Recent deregulation ofbread prices indicates a start in this 
direction. This may change under the World Bank loan, but will take some time. There 
are a considerable and. growing number of medium and larger scale privatized farms 
and agrobusinesses that need bQth technical and managerial assistance along with 
operating papital. Until land and property titling is completed, it will be difficult for 
them to get the credit requited for maximum development. They would profit from the 
establishment of an Enterprise Fund and other agricultural credit sources. Their 
development will be severely handicapped until credit is available. Currently the FRG 
has contributed 20 million Deaueche marks in a pilot program. Half the credit will be 
loaned for agricultural production and the other half for processing. At present this 
program does not appear to be linked with adequate technical and management
assistance, but is proving to be very popular with medium and larger scale operations. 
This leaves the small scale farming sector that now comprises more than half the farm 
land and several hundred thousand families as a ready target for assistance. Therefore 
the major focus will be on the interventions that can impact on the small to medium 
scale private farms and agrobusinesses. The various segments of this group require 
different approaches. 

V PROJECT DESCRIPTION 

1. Objectives: 

1.1 The longer term objectives of USAID funded technical assistance for the 
agricultural sector of Georgia should be to help in the development of privatized farms 
and agrobusinesses with initial emphasis on those of small to medium size. Emphasis
will be given to helping farmers and private individuals or groups to establish and 
provide effective management of farm enterprises and agrobusinesses. This can range
from providing small tools, vegetable seed, poultry, small animals and elementary
knowledge on how to farm for those with access to unused land to helping commercial 
scale farmers. For the commercially oriented small and medium scale sub-sector, they
would be helped to develop farmer and privately owned agrobusinesses to provide
input supply, processing, marketing and other needed services. The larger sized 
private agrobusinesses will be encouraged and helped in the establishment of 
indigenous extension training program designed to transfer technical and management
skills to their staff and client farmers. The project wil7 concentrate on developing 
enterprises that provide input supply, marketing, processing, transport and machinery
services including repair and in some cases credit. These businesses and organizations 
should provide technical assistance to their clients by developing their own extension 
staff and programs. As they develop, the Jarger organization could also carry out some 
adaptive research such as testing and comparing new varieties, breeds and products 
through maintaining close links to the national research system which is to be 
rationalized with help from TACIS. 
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Activities directed toward achieving these goals would be through a project that would
have a series of activities directed at developing successful models that could be
replicated. During the six month phase, based on the current funding cycle ending
September 30, 1995, initial activities would be based on some of the concept papers
submitted were 
necessary for rapid implementation had been taken and significant impact could be
made in six months. This impact could 

to SCF and USAID. These selected because the preliminary steps 

be built upon, but is not dependent upon
continuation beyond the first phase. These would include a program to strengthen the
Private Farmers *Union which is the largest farm organization to emerge after 
privatization. It has over 25,000 members nation wide and asacts a supply and
marketing cooperative with regional centers. It already is emphasizing extension type
educational services for its members. This activity has a humanitarian aid component,
but is primarily technical assistance oriented. Two other activities are primarily
humanitarian assistance oriented with development components. They deal directly
with farmers in a more localized area. One deals with helping displaced persons and
their host families initiate farming activities and the other in overcoming problems in
the production of potatoes among small farmers in the Svanetia region. This also 
includes the host families of displaced persons. These farmers would also be helped to
organize into farmer and individually owned businesses. An overall coordinating
mechanism will be established to manage the project. This unit will thatinsure 
common use will be made of external technical assistance, training and commodities as
appropriate, When conditions are satisfactory, through privatization and structural
adjustment, future assistance be tocould extended the larger scale sub-sector as
technical arid management support under credit systems, but this would be under a 
follow-on project and decisions on assistance from EBRD. 

1.2 An important objective of the project is to identify, employ and train, as an integral
part of project activities, a group of indigenous technical and management interns to
provide or supplement the staff of the organizations identified for assistance under the
project. They will become a continuing resource during and after the close of the
project as potential employees/owners of the organizations assisted. The agricultural
faculties in Georgia have turned out tlousands of university graduates, most of whom 
are currently unemployed. Their training givenhas them basic knowledge about 
agriculture, but no training in the management skills needed in a market driven 
economy and the technology learned is out of date. The project would provide them
the updated skills needed along with work experience. By participating in the technical 
assistance and training programs initiated by the project, those selected as interns can
develop the appropriate knowledge and experience to build on their formal training to
become an important resource in the rebuilding of Georgian agriculture. Experience
with the initial group of approximately 15 interns for three months training wili provide
guidance on employment opportunities upon completion to determine future program
needs or directions. Potentially, they could become future leaders who fully
understand the requirements of a market driven agricultural economy. During the
project they will become an increasingly important resource for the project through the
learning by doing approaches in their intern training program. 

This objective will be implemented by identifying and planning an intern training
program that will be based on the number ofinterns that can be handled by the staff of
the various activity elements of the project during the work experience part of their
training. They will have common formal training prograis along with the stafl' of the 
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Georgian participating organizations. These will be provided by Farmer to Farmer
volunteers and other technical assistance inputs from the project. The intern 
candidates will be identified with the collaboration of the university faculties and other
mechanisms and and brightest selectedthe best based on their application and an 
interview system much like candidates for participant training abroad programs. 

1.3 Another objective of the project will be to work closely with other donors to
maximize the impact of all assistance provided to the Georgian agricultural sector. For 
example the project could include those receiving FRG loans in their management and
technical training programs. TACIS staff might be included as trainers and project
staff might interact with them on policy issues to draw on experience useful in their
revitalization of MOAFI and other institutions including research, higher education and 
extension. There may be a number of useful interactions with the World Bank to
influence policy decisions, based on field experience, as they finalize the use of their 
loan funds. 

1.4 The project, when requested by USAID, would provide information and 
assistance helpful in the design of an Agricultural Sector Strategy for the Republic of
Georgia. This project, as currently proposed, uses the mechanfism of a humanitarian 
assistance umbrella grant to initiate a project that covers a continuum from primarily
humanitarian assistance to mainly technical assistance. The future strategy will need to
address whether future activities should address one or both of these areas and
whether they should in orbe separated mode of implementation under a common 
project as now proposed, if both are continued. 

2. Analysis of Economic, Institutional, Social and Environmental Effects 

Although the time frame for the initial phase of the project is only about six months, it
is expected to have considerable measurable impact. The management and technical 
training provided to the PFU by Tri Valley Growers should have an immediate impact 
on the quality of services they provide.to their 25,000 members and the readers of their 
monthly newsletter, Our Country, which is read by about 10,000 people. This
institutional strengthening should have significant impact far beyond the life of the 
project. The distribution of hybrid maize and other improved seed will significantlyincrease the 1995 crop yield and the pay back in kind required of recipients will be 
used to provide food for a significant number of displaced persons and other needy
individuals. The intern training program will utilize the management and technical
training programs for PFU staff as part of the program to develop well trained future 
staff for the developing private sector. The program provided by CARE will have a
significant impact on the potato yield of the Svamietia region, and through creating
surpluses, for Georgia as a whole in 1995. The farmer organizations created will help
sustain this gain in future years. The IRC provision of technical training, small tools,
vegetable seed, canning jars and poultry or small animals to a significant number of
displaced persons and their host families will increase food availability, create
productive activities and restored feelings of self worth that will have a continuing
impact. The associated tree replanting activities to replace trees cut for fire wood will
have long term benefits. This will be one step in reversing the environmental damage 
caused by shortages of fuel. 

http:provide.to
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The project will utilize integrated pest managencnt practices on potatoes that includes 
application of a biological insect control agent paid for and supervised in its use by
CARE/Austria. The TVG activities inchide distnbiltion of seed and possibly fertilizer,
herbicides and othe:- products. All these will be used in accordance with 
environmentally safe practices, but an early decision should be made on whether an 
environmental impact statement and clearance will be needed from USAID. 

3. Implementation Plan 

Because of current time and funding constraints, it is proposed that ISAID authorize 
SCF to immediately fund this project through their umbrella grant which currently ends 
September 30, 1995. During this initial phase, a longer term project would be 
developed for multi year finding either through SCF or other mechanisms. If the 
longer term project could not be developed and implemented by the end of the current 
funding period, those activities relevant to the longer term project could be extended 
to maintain continuity. 

Because of the short time frame available and in order to make an early impact while 
building an experience base on which to develop a longer term project, it is proposed
that three concept papers already submitted to SCF and USAID be utilized for initial 
pilot activities under this initial phase of the project. These build on activities already
underway, so could be immediately implemented. 

The concept paper of TVG would be used as the basis for a focused effort for 
supporting the development of the PFU. Through their Farmer to Farmer program,
TVG would take the lead in providing external technical and management assistance 
that would be shared where appropriate with the other components of the project. The 
proposal of CARE, which has both a single commodity (potato) and local area 
approach (Svanetia), has both humanitarian aid and development objectives that 
emphasize technical assistance and the identification and development of local farmer 
owned or private business organizations and on intern and staff training. The 
International Rescue Committee (IRC) proposal would tested as a ofbe means 
reaching and helping the very poor consisting of displaced persons and their host 
families. This is a model based on similar activities conducted successfully in 
Afghanistan and through initial experience in Georgia. It would be directed toward 
developing greater self sufficiency by giving extension services, small tools, seed,
poultry or small animals and canning supplies to selected recipients. It also has an 
environmental component focused on reforestation to replace trees cut for fuel. This 
component should be more clearly focused on sustained wood lot management should 
this activity carry over into a longer term project. 

To the extent possible, through the management sub-grant, close coordination between 
activities would be maintained to maximize the use of technical assistance consultants,
training and provision of commodities. The project management unit would also 
manage the intern program, and coordinate closely with USAID, other donors,
interested PVOs, NGOs and with staff of Government Ministries when appropriate.
Responsibility would also be taken to coordinate with USAID for environmental and 
other needed clearances. The project management would also be responsible for 
insuring oversight, evaluation, reporting and financial management. It is proposed that 
ACDI provide overall project management for SCF. Description of each project 



10
 

component along with inputs, expected outputs and budget requirements for the 
individual components follow. An aggregate budget is found in the budget section. 

4. Detailed Proposals 

4.1 Tri Valley Growers' Proposal 

Technical and Commodity Assistance to the Republic of Georgia 

Submitted by Tri Valley Growers 
Date of Submission: January 27, 1995 
Project Duration: 1 April to 30 September 1995 
Contact person: Mr. Paul Heinzen 

Director 
Tri Valley Growers 
12, T. Orbeliani Street 
Tbilisi, 380000 
Republic of Georgia 
fax/tel. 995-8832-932865 

A. Description of Need: 

Agriculture production in Georgian has plummeted in the last three years as a result of
internal conflicts at the same time that the country attempted transition to a free­
market economy. These disruptions have also severed many of Georgia's traditional 
trading links, cutting off imports of grain and other food-stuffs, as well as exports of
foreign exchange generating products. The lack of locally available food supplies has 
necessitated the emergency shipment of critical commodities by international agencies
serving the humanitarian needs of the Georgian population. If Georgia is to emerge
from dependence upon humanitarian relief, agriculture production increases will be"essential foi improving the domestic food supply" (World Bank; "Aide-Memoire", 
1994). 

Decreasing agriculture output irr Georgia stems from a current lack of inputs including
seed, fuel and fertilizer, poor production practices on newly privatized farms, and
fledgling marketing channels and other infrastructures. Despite these significant
challenges, the agriculture sector can benefit from well timed and targeted
development interventions. A 1994 World Bank draft report suggested that utilizing
improved seed stocks (alone) could more than double cereal crop yields. 

Improving production practices and marketing outlets for Georgia's emerging private
farming sector will result in larger quantities of domestically produced food avoil~able in
local markets. With improved training and inputs/markets access, these new (primarily
subsistence) farm enterprises can supply much of the rural and urban sector food 
requirements of Georgia. 

B. lentification of Target Beneiciaries 

Primar, beneficiaries of the program will be the approximately 25,000 Union of Private 
Farme ., (PFU) members and their fhmilies, located throughout Georgia. Direct 
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beneficiaries of the commodity assistance portion of the program will be 2,000 farm
families (averaging 5 members per family) who receive seed inputs, as well as an 
estimated 10,000 vulnerable individuals from the same communities who qualify' for 
humanitarian distribution of the crop yield in-kind payment by seed beneficiaries. 
Qualifying vulnerable individuals will be identified by local PFU representatives and 
municipality leaders, and will include persons in officially recognized vulnerable 
categories such as internally displaced persons (IDPs), pensioners, and orphans.
Secondary beneficiaries will be residents of other communities who have access to this 
food. 

C. Program Goal 

The program goal is to increase local private sector capacity to produce and market 
food commodities. 

D. Program Objectives 

1. Improve FoodProduction in 1995 
2. Build/SupportLong-term IndigenousSeed ProductionCapacity 
3. FosterIndigenousMarketing/AdvisoryServices 
4. IntroduceGenetic Vigorand ImprovedManagement Techniques into the 

Meat andDairy Livestock Industry 
S. Maintain ComparativeAdvantage Marketsin Cash Crops 

E. Program Description 

The program is structured to provide technical, commodity, and credit assistance to 
Georgian non-government institutions and farmers. In the short term, distribution of
imported seed and other inputs, as well as provision of technical assistance by US
agriculture professionals should increase yields of selected cereal grains in the 1995 
harvest season. In the long term, technical assistance and training along with limited 
commodity assistance will strengthen Georgian farms' and non-government institutions' 
abilities to access agriculture inputs and advisory services. All commodity inputs will 
include pay-back components, initially an in-kind contribution of benefits. 

Objective One - Improve food production in 1995 

During February and March, Tri1995, Valley Growers (TVG) will distribute 105
metric tons of hybrid seed corn donated by the US based, Brother's Brother 
Foundation. Distribution will be carried out in conjunction with the PFU. The PFU is 
a private farmer cooperative with over 25,000 members, whose mandate is to provide
technical information, training and inputs to members. The PFU has 16 full-time staff 
and 13 part-time consultants, and has worked with GTZ on a vegetable distribution 
program in. 1994. 

The planned distribution will reach about 2,000 farm families in 18 districts throughout
Georgia. Each beneficiary farmer will sign a contract agreeing to donate twice the
amount of seed he receives, in the form of food grain (at harvest time), to vulnerable 
groups within their own (or nearby) communities. PFU regional coordinators and 
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community managers will collect the in-kind payments and distribute the proceeds in
coordination with municipal governing bodies.
 
Advisory seminars/services and extension materials relevant 
 to the husbandry of the
donated seed will be provided by TVG and PFU. Seed will be target :d toward farmers
with knowledge of hybrid seed culture. Farmers will also be urged o plant indigenous
seed corn varieties to ensure the availability of seed in subsequent seasons (1994 was a
drought year, resulting in exceptionally poor quantity/quality of 1995 indigenous seed
stock). This strategy will also facilitate better comparisons between indigenous and 
imported varieties. 

Objective one output indicators: 
* Timely arrival of the seed, in Georgia, and repositioning at 26 distribution 
centers throughout the Georgian corn belt. 90% complete on the date of this 
submission. 
* Distribution to 2,000 small, medium and large private farmers will occur 
between 13 March and 31 March. A distribution seminar will be conducted
from 5-8 March for all 26 distribution managers to review methodology and 
documentation procedures. TVG will conduct spot monitoring of each 
distribution center during the distribution process.
* Selection of one seed beneficiary farm per distributor will be made, at each of
which 4 random plots per variety will be managed by the relevant distributor 
for the purpose of measuring and comparing yields among the 3 varieties and
the dominant local variety. At harvest time, sample plots will be hard­
harvested and measured for yield. These yie'd figures will be applied to the
total hectareage (based on recommended seeding rates and farmer statements 
of intended hectareage) seeded to the relevant variety, to estimate the impact 
on cereal grain production.
* Inventory and distribution lists will be compiled by each distributor,
indicating the quantity of food/grain repayment (I to 1 ratio) achieved, and to 
which vulnerable persons this food grain is delivered as humanitarian 
assistance. 

Objective Two - Build an indigenous seed production capacity 

TVG will initiate a second pilotseed distribution (for multipliuation) program on four 
to six developing private seed farms in Shida Kartli, Kvemo Kartli and Kakhetia 
regions of eastern Georgia. These seeds may include (internationally sourced) wheat,
barley, oats, hybrid corn, and/or vegetable seed, all of which have been requested by
the PFU. Locally and externally sourced fertilizer and herbicides will also be provided
to these (Basic) seed beneficiaries. Training and technical assistance will be extended 
to these farmers, as well as to educational and research institutions engaged in seed
selection efforts, throughout the growing season, funded in part by TVG's Farmer-to 
Fariner (FTF) program. Georgia linkages with U.S. research/educational institutions,
including several already established, will be strengthened through volunteer work and 
training opportunities in the US. 

Objective number two output indicators:* Timely arrival (for autumn 1995 planting of wheat, oats, and barley) of Basic 
seed and related inputs, in Georgia, and its intact delivery to the relevant farms.* Timely and appropriate seed storage ihcilities establishment and seed-bed 
pr( Paration by seedLmultillication candidate Farmers 
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Objective Three - Foster indigenous marketing/advisory services 

Throughout implementation of other program objectives, TVG will provide technical 
assistance and training to farm associations. Technical training will be provided to the 
PFU's in-house staff and consultants, as well as targeted PFU members. Training will 
encompass agriculture production (i.e. feed grains, vegetable and livestock), extension, 
and cooperative development and marketing. 

a. ProductionAssistance 
Agronomists and other agriculture specialists, sponsored in part by TVG's FTF 
program, will collab., rate with the PFU agriculture advisors. These technical 
volunteers will also work directly with PFU members, particularly recipients of 
donated seed. Assistance will focus on improving production 
practices/developing PFU advisory corps technical skills. 

b. InstitutionalStrengthening 
Agriculture extension and communications specialists will work with the PFU 
to further develop their in-house capacity for collecting and publishing
extension information. Small scale computer and duplication equipment will be 
provided to the association to aid in the publication of the PFU monthly 
newsletter "My Land" and related extension publications. Currently, "My
Land" has a circulation of about 10,000. It covers agriculture production 
topics, carries announcements of educational courses offered by the PFU, and 
presents other topics of interest to the farm sector. 

c. CooperativeDevelopment andMarketing
As efficient supply and marketing channels are absent in the present Georgian 
economy, technical assistance missions will also focus on promoting marketing 
and supply cooperatives. Fledgling farmers' associations are beginning to 
appear throughout Georgia, allowing farmers to pool resources in the 
production and distribution of their crops. While barter transactions presently 
dominate the rural economy, 'agriculture supply and marketing cooperatives 
will be critical (especially given the high proportion of small holdings) to bring
rural farmers into the cash economy and to build efficiencies into the 
agriculture sector. 

Small supply and marketing cooperatives should allow farm families to improve 
their access to agriculture inputs and to increase their incomes through better 
access to urban and international markets. TVG's technical assistance mission 
will focus heavily on cooperative development within the broad framework of 
PFU membership. 
Objective number three output indicators: 
* Number of FTF volunteers in Georgia, and the number of farmers attending 
seminars presented by volunteers. 
* Number of RFTF (Reverse Farmer-to-Farmer) candidates sent from Georgia 
to the US for short-term technical training.
* Increase in the circulation of "My Land" periodical. 
* Increase in the number of farmer associations in Georgia. 
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Objective Four - Introduce genetic vigor and improved management techniques into 
the meat and dairy livestock industry 

For the past few years livestock have reverted to foraging for their own fodder for 
most of the year, throughout Georgia. While livestock numbers have increased 
significantly, there has been a decrease in the quantity/quality of meat and dairy
products appearing in ocal markets due to disarray in the agriculture ministry and a 
dearth of private market mechanisms. 

Milk processing plants stand idle as traditional supplies of imported powdered milk 
evaporate. Home-made butter and cheese (of indeterminate sanitary quality) are the 
only dairy products reaching local markets. TVG proposes to support two or three 
model dairy production units, either through farmers associations or larger individual 
private enterprises which demonstrate a propensity for responding to the need for an 
expanded line of commercial dairy products. The project will begin with introduction 
of subsidized genetic material which will set the stage for increased production. The 
pilot stage of this project (dissemination of genetic material) can be completed and 
assessed before the end of the grant period, though the results are clearly longer term. 
Meanwhile FTF volunteer dairy production, management, processing, and marketing
technicians will devise along-term plan with pilot project farmers and/or farmer dairy
associations to process and market products as unit production increases over the next 
three to four years. 

Much of the poultry and red meat available in Georgia's markets is imported through
Black Sea seaports. TVG proposes to introduce hybrid vigor into selected poultry
operations in Georgia through importation offertilized eggs. 

Objective number four output indicators: 
* Number of successful ovary transplants/inseminations. 
* Number of farmers attending seminars presented by the proposed FTF 
veterinarian. 
* Number of live chicks resulting from imported (fertilized) eggs. 

Objective Five.. Maintain comparative advantage in special crops 

Georgia has a comparative (climatic) advantage in the production of a wide variety of 
cash crop fruits and vegetables, and indeed has been a (historic) primary supplier of 
such commodities to the former Soviet Union. Orchards and groves are being
removed at an alarming rate as farmers convert orchards to cereal crop production. 
While some orchard areas are better suited to cereal production, much agricultural land 
in Georgia is (environmentally) suitable only for perennial cropping. It will be much 
more costly to re-establish groves and orchards in the years to come than to preserve 
and up-grade many of those already existing. 

Improved fruit seedlings will be introduced into existing nurseries to provide a base for 
the next generation of fruit bearing plants. Present varieties produce generally inferior 
quality fruit to that available in international markets. Upgrading is therefore necessary 
to compete successfully in international markets. FTF volunteers will present farmer 
seminars on appropriate management of existing species, and offer advice on 
supporting local produce markets. 
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While increasing production of cereal grains is the primary short-term objective of 
TVG, it will also be important in the long term to preserve comparative advantages in 
cash crops production and diversity in product mix. 

Objective number five output indicators: 
* Increase in product processing by targeted processing plants. 
* Quantity of imported (improved) fruit seedlings and rootstock. 
* Number cf farmer participants in FT. seminars. 

F. Program Monitoring 

The PFU will maintain a complete record of all seed corn recipients. Spot checks will 
be conducted by TVG staff and FTF volunteers to confirm that distribution is 
conducted appropriately. On-going monitoring of activities at the selected seed 
multiplication sites will be conducted by PFU and TVG staff,jointly. Monitoring of 
seed corn distribution sample plots will be compared with historic corn yield data for 
Georgia. 

Quarterly reports will document all recommendations made to participating farm 
groups and will include records of all extension materials provided to recipients of seed 
and other inputs. The technical assistance and training component of the program will 
be evaluated through individual project reports by technical assistance (FTF)
volunteers and participant feed-back. Project reports will include the number and 
description of beneficiaries, training topics covered, local constraints, 
recommendations to host and grantor for follow-up activities, and institutional 
developments (e.g. formation of farmer associations). Reports will be available to 
Georgian project hosts and subsequent technical assistance volunteers participating in 
the program. 

G. Relationship to SCF Country Strategy and Regional Priorities 

SCF/USAID priorities in the Caucasus encompass humanitarian relief/food security,
income generation/business development and energy. The proposed program of 
technical assistance and training supports the following two of these regional 
6bjectives in a direct and focused manner: 

Food Security - Increasing domestic food production is a crucial step in 
attaining food security for Georgia. Providing seed stock and technical 
assistance can have an immediate impact on the quantity and quality of 
domestic food supplies, reducing dependence on humanitarian relief. Moving
beyond meeting basic needs, the resources spent on technical assistance and 
training will have the additional effect of stimulating sustainable growth. 

Income Generation/BusinessDcvelopment - Despite the devastated economy,
agriculture and food processing industries employ a greater number of 
Georgians than any other sector (at least 27% of the work-force). This sector 
has the potential for generating new businesses and providing incomes to an 
even greater share of Georgia's labor force. Providing farmers, farm 
associations and new agro-businesses with technical and business assistance 
will increase incomes and assist in long term economic growth. 
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The TVG program also supports two of the priority sectors defined in SCF's
Programming Strategy of 1995. "Rural income generation and agro-business
activities", and "Streigthening the capacity of indigenous PVOs in Georgia". While 
constrained by the macrb -economy, increases in domestic food production through the
provision of technical assistance and inputs should contribute to increases in rural 
incomes. Assistance to the PFU and other fledgling farm associations should assist in 
creating sustainable models of agriculture supply and marketing cooperatives and 
private extension/advisory services. Continuation of funding beyond the proposed 
grant period is crucial to attain maximum (long term) benefit from the above set of 
interventiQns. 

H. Concept Budget 

SCF Other* In-kind Total 
Salaries & Benefits 
United States $ 4,320 $ 37,530 $ 147,420 $ 189,270
International $ 14,000 $ 17,500 $ 31,500
Local $ 4,050 $ 7,500 $ 11,550 

Travel 
International air-MonitorsNolunteers $ 23,000 $ 30,000 $ 53,000
Ground Transport-Montr.Nolunteers $ 1,375 $ 2,000 $ 3,375
Per diem - Monitors/olunteers $ 14,650 $ 14,500 $ 29,150
Visas & Insurance $ 540 $ 600 $ 1,140 

Capital Assets 
Photocopier $ 4,000 $ 4,000
Computer Printer $ 600 $ 600 

Operating Costs 
Rent and Utilities $ 5,000 $ 7,600 $ 12,600
Communications $ 2,700 $ 1,800 $ 4,500
Printing & Duplication $ 600 $ 400 $ 1,000
Vehicle rental/Fuel $ 4,000 $ 4,000
Suppiies $ 500 $ 200 $ 700 

Other Direct Costs 
Seed/Fertilizer/Herbicide $ 80,000 $ 480,000 $ 560,000
International Shipping $ 30,000 $ 100,000 $ 130,000
Semen, Ovaries & (poultry) Eggs $ 100,000 $ 100,000
Orchard/Grove/Arbor maintenance $ 20,000 $ 20,000
Hosting local seminars $ 2,000 $ 2,000
Local Shipping/Storage/Handling $ 14,000 $ 14,000
Printing & Duplication $ 1,000 $ 1,000
Equipment $ 12,000 $ 12,000 

Sub-total Direct Costs $ 338,335 $ 119,623 $1,185,385
Indirectcosts @18% $ 60,900 $ 21,533 N/A $ 82,434
GRAND TOTAL $ 399,235 $ 141,163 $ 727,420 $ 1,267,819 

31% 11% 57% 100% 

Refers primarily to FTF funding, but also Food Systems Restructuring Project (FSRP) 
and Cooperative Program Support Agreement (CPSA) 
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4.2 IRC Proposal 

Food Security/Agricultural Assistance for IDP and Host Families 

Submitted by The International Rescue Committee 
Date of Submission: 17 February 1995 
Project Duration: 1April to 30 September 1995 
Contact person: Mr. Allen C. Jelich 

Country Director 
International Rescue Committee 
6, T. .Tabidze Street 
Tbilisi, 380002 
Republic of Georgia 
fax/tel. 995-8832-232586 
Mr. Randolph Martin 
Regional Director 
IRC, 122 East 42nd Street 
New York, NY 10168-1289 
tel. (212) 551-3000 
fax: (212) 551-3185 

A. Introduction 

The collapse of the Georgian economy caused by the break-up of the Soviet Unionresulted in major reductions in food and other agricultural production. The resulting
food shortages have led to the large-scale provision of international food aid. Theprivatization of the State Cooperative Farms has resulted in the creation of a largenumber of new small private farms and a small but growing number of commercial­
scale private farms and agro-businesses. Studies by the European Community, theWorld Bank and Save the Children-USA of this new sector have identified keyconstraints facing small private farmers and agro-businesses. These constraints include
unavailability of inputs, lack of management skills and inadequate technical knowledge. 

Concurrent with this decline in agricultural production there has occurred another
emergency--the displacement of large numbers of Georgians due to armed conflict.
Following the collapse of the Soviet Union, the Ossetians and Abkhazians, ethnically
and linguistically unrelated to Georgians, reacted to the re-establishment of theRepublic of Georgia's statehood and the dissolution of the Soviet Union in December
of 1991 by invoking separatist claims for self-determination. These separatist
ambitions, fueled by area politics, created a dramatic outburst of armed conflictdelineated along ethnic lines in the autonomous regions of southern Ossetia and
Abkhazia, which eventually resulted in a mass displacement of approximately 300,000people (primarily ethnic Georgians) by the close of 1993. Further exacerbating theethno-political conflicts was the outbreak of a civil war between Georgians at the end
of 1991 and which continued intermittently through 1993. Many of these IDP's nowlive in crowded communal centers relying largely on international food and in-kind
assistance; others live with host families whose ability to support the IDP's is growing
increasingly limited. 

A third crisis is emerging throughout Georgia in the form of large-scale deforestation.
This deforestation is closely linked to the increasingly limited toaccess imported 
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cooking and heating fuels, and to population displacement. In Georgia, the cold 
climate combined with poor housing conditions, especially for IDP's, requires 
substantial amounts of fuel for heating as well as cooking. Both the host and IDP 
populations are resorting to using wood, which can often be scavenged at no cost, as 
the most feasible means of providing essential heating/cooking facilities on a significant 
scale. Government and municipal forestry departments, maintain large nurseries of 
forestry seedlings but do not have the resources to plant them. 

B. Overview Of The IRC/Georgia Program 

Since November 1993, IRC ha's been providing basic relief assistance and family 
support to internally displaced persons (IDP's) primarily in Tbilisi and western Georgia. 
Emergency assistance for IDP's has included the winterization and rehabilitation of 
IDP collective centers and the distribution of winter clothing, bedding, solid-fuel 
heating and cooking units, and hygiene articles. 

Since mid-1994, IRC has ben supplementing emergency aid with income-generation 
and agricultural assistance. IPC has found that a great many IDP's have marketable 
skills and often require only start-up assistance, such as carpentry or auto mechanic 
tools, handlooms, sewing machines, etc. to begin supporting themselves and their 
families. Others, especially those living with host families, have access to some 
amount of land. With minimal training and material assistance, they can produce small 
livestock and/or crops to augment both food resources and income for themselves and 
their hosts. The scale of assistance has been kept small, usually at the family level. 
Tool kits and other materials provided are portable and can be easily transported if/as 
families relocate or repatriate. As an adjunct to agricultural activities, IRC has been 
supporting reforestation in areas of high IDP populations. 

Under its ongoing water supply and sanitation program, which targets urban areas 
housing large IDP concentrations, IRC provides critical emergency repairs and water 
purification chemicals to municipal water supply systems, cleans and repairs urban 
sewerage systems, and supports vector control. 

Specific accomplishments of the IKC/Georgia program are detailed below: 

" Distribution of 15,185 wood stoves, 67,043 kg of soap, 14,850 kitchen sets, 
11,969 articles of clothing, 14,477 pairs of winter boots, 5,888 blankets, 500 cots 
and 1,290 mattresses to IDP families. An additional 51,896 kg of soap, 1,650 
kitchen sets, 830 water jars, 9,213 blankets, 500 cots, and 1,289 mattresses were 
procured and are stored for distribution in Abkhazia. 

" 	Rehabilitation of 83 IDP collective centers primarily in Tbilisi and western 
Georgia, plus an additional seven in Abkhazia. 

3* Procurement and storage of 1,104 m of construction lumber, 1,400 bags of 
cement, 4,800 roofing tiles and 274 tool kits for reconstruction of houses in 
Abkhazia. 

" Rehabilitation of municipal water supply systems in Kutaisi and Senaki; partial 
rehabilitation in Poti and Tbilisi. 

" 	Distribution of two metric tons of water purification chemicals (chlorine) to water 
authorities in 20 municipalities throughout Georgia. 
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" Distribution of 11,000 kg of chlorinated lime and 6,000 kg of chlorine cleansers 
for use as household disinfectants in IDP collective centers in eight cities.

" Distribution of 8,390 kg of vector control chemicals (chlorophos, ratindan and
zacumarin) with sprayers and protective clothing to 171 IDP collective centers; 
training of 33 fumigators.

" Provision of start-up assistance to five IDP-operated factories producing buckets, 
shoes, linen, and women's stockings.

" Provision of income generation "kits" (tools and start-up materials) to 60 IDP 
artisans and.tiades people. . 

• Provision of gardening tools and canning supplies to 2,500 IDP and host families. 
" Equipping of two schools and one medical laboratory.
" Distribution of 79,000 chicks to over 6,000 IDP host families in western Georgia.
• Procurement of 85 metric tons of maize seed (45 donated by Brothers Brother 

organization and 40 purchased locally) for distribution to IDP and host family 
farmers in March 1995. 

An integral part of IRC/Georgia's operating strategy for all sectors is to support the 
development of local businesses and institutions through procurement within Georgia
of all possible services and materials. To this end, all agricultural inputs and supplies
will be procured, using a competitive bidding system within Georgia, if possible, and
preferably within the specific locales of each extension center. Certain procurement
orders may exceed $5,000 and prior approval is acknowledged with the approval of 
this proposal. 

Primary donors for the IRC/Georgia program to date have been SCF/USAID, 
UNHCR, Stichting Vluchteling and UNICEF. 

C. Project Proposal 

a. CurrentSituationand Needs: 

The future of IDP's remains uncertain, with negotiated agreements for peaceful
repatriation to Abkhazia and Ossetia now being obstructed. It is clear, however, that 
the international community cannot indefinitely continue emergency assistance at 
current levels. The challenge to 'donors and to NGOs like IRC is to use assistance now 
available to increase the self-reliance of IDP's and host populations, but without
limiting the choice of IDP's to stay or repatriate. They must be provided with 
appropriate means to earn income and/or to produce food. 

IRC has been responding to this need since mid-1994, when it began programs
focusing on increasing the income generation and agricultural production capacities of
IDP's and host families. Several activities piloted during 1994, including provision of 
poultry, gardening tools and canning supplies, have proven popular and effective. IRC 
proposes to consolidate these activities with a new pilot farmer extension program in 
1995. 

b. Project Objectives: 

i. To increase IDP and host-family small-scale commercial agricultural production
through establishment of' a pilot agricultural extension program incorporating 
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demonstrations, key farmer participation and training, and provision of agricultural 
inputs. 

2. To improve IDP and host family nutrition, food security, and income levels through 
the provision of livestock to up to 2,000 host-family households for home 
consumption, sale, and breeding. 

3. To improve IDP and host family nutrition and food security by increasing the 
availability of fruit and vegetalJe stores for 5,000 IDP and host families through 
provision of gardening tools and canning materials. 

4. 	 To mitigate the environmental damage from deforestation due to the lack of 
alternate fuels by supporting the planting of 900,000 forestry seedlings in areas 
where there are significant IDP populations utilizing wood for heating and 
cooking. 

c. ProposedActivities: 

Objective 1: To increase IDP and host-family small-scale, commercial 
agricultural production through the establishing of a pilot agricultural extension 
program incorporating demonstrations, key farmer participation and training, 
and provision of agricultural inputs. 

IRC's pilot extension program will operate out of four agricultural extension farms, 
three of which will be situated in the Samegrelo region and the fourth in the 
Kutaisi/Tskhaltubo area. These farms, which will be located in highly visible, central 
locations, will serve as bases for district-wide extension activities and for 
demonstrations and training in various agricultural activities. Each extension farm will 
be staffed by a university trained extensionist, a farm manager, and up to four laborers. 
The major demonstration and extension activities include maize seed distribution, bee­
keeping, poultry raising, vegetable production, composting, food processing, and agro­
forestry. Prospects for establishing an integrated pest management program will be 
explored. 

Extension staff will provide both'technical and economic information required for local 
farmers to select activities appropriate to their own resources and needs. In addition 
to technical training and material assistance, staff will advise farmers on the pros and 
cons of each option: land requirements; start-up and maintenance costs; available 
marketing information; long and short-term benefits; and compatibility with other 
agricultural activities. In short, IRC will assist the farmer in selecting and 
implementing appropriate agricultural options. 

Under the key farmer strategy, MRC agricultural staff will select a limited number of 
progressive farmers from the IDP and host-family community and provide them with 
technical training and inputs required to carry out one or more of the activities targeted 
above. These key farmers, in turn, will provide a multiplier effect by demonstrating 
and promoting the new crops or techniques to neighboring farmers, and by serving as a 
local source of technical advice and assistance, thereby forming a major part of the 
extension process. This key farmer program, limited to 100 farmers during this six­
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month grant period, will be extended to additional farmers and activities in future 
phases of the project. 

Planned Activity 1: IRC's agricultural manager will identify and rent land to establish 
four small farms to serve as training and district extension centers. Suitable farm sites 
of one hectare and with at least one habitable building will be rented by April 30 from 
local farmers in three Samegrelo districts and the Kutaisi/Tskhaltubo area. Each farm 
will be staffed with an -MC agriculturist, a farm manager and up to four IDP laborers; 
IRC's Agricultu.rail Supervisor will coordinate the program out of Zugdidi. IRC 
presently has an agricultural manager; all additional staff will be recruited by April 30. 
Land will be prepared for crop cultivation,, a forestry woodlot will be established, and a 
small structure suitable for fertilized poultry production and incubation renovated or 
built. All equipment and inputs including vegetable seed, poultry breeding stock, egg 
incubators, bee colonies, forestry seedlings, biogas production and food preservation 
equipment for demonstrations will be procured in Georgia, if available, or in Turkey or 
Russia. 

Planned A.ctivity 2: Demonstration projects in vegetable and vegetable seed 
production, beekeeping, poultry and egg production, seed and produce storage, agro­
forestry, composting and low-technology food preservation will be designed and 
carried out at each farm. A small kiwi nursery will be established to produce seedlings 
for farmers; kiwi is currently produced in small quantities in western Georgia and 
draws a much larger price than traditionally grown fruits. A small biogas combustor, 
based on a design currently used in Kutaisi in western Georgia, will be constructed, 
tested and demonstrated. Local farmers, including IDP's, will be encouraged to visit 
the farms to observe demonstrations and receive technical advice. 

Planned Activity 3: Preparation of a basic "core" farmer training package for each 
activity will be supervised by the agricultural manager and carried out in conjunction 
with field staff, Georgian government agricultural authorities, Tri-Valley Growers 
technical consultants, and possibly, Rodale Institute. Training materials in poultry, 
vegetable and kiwi production, beekeeping, and composting will be prepared by 
August 31. Development of integrated pest management and food processing training 
materials will begin during the project period. 

Planned Activity 4: Each IRC extensionist will develop a corps of at least 25 "key" 
farmers in his district. Key farmers are progressive farmers willing and able to devote 
resources to innovations; they serve as natural extension agents through the examples 
they set in their communities. IRC field staff will identify key farmers from the IDP 
and host family community for each activity. Each key farmer must attend a training 
program at an IRC extension center and meet certain eligibility criteria that include 
openness to new ideas, access to land, and ability and willingness to make investment 
and absorb risk. 

Planned Activity 5: IRC will procure and distribute to key farmers the input 
packages they require to begin the activity they have chosen. These packages are 
described below: 

poultry production: Ten farmers in each district will be selected. Each key farmer 
must have or construct at his own expense, a chicken coop before receiving inputs. 
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After monitoring the existence of a suitable shelter, IRC extensionists will provide each 
key farmer with a minimum of 50 45-day-old, vaccinated chicks (46 female and four 
males). Each set of chicks will come with two feeders and two waterers. The poultry
key farmers which are most successful may become eligible for assistance in 
establishing commercial hatcheries in a future phase of this project. 

beekeeping: Five farmers in each district will be selected. Each farmer will purchase
from IRC ten bee colonies at a subsidized cost, and may purchase additional colonies 
through IRC at. full market rates, With each set of bee colonies IRC will provide 
protective -clothing, a smoker, and a honey extractor. 

vegetable production: Ten key farmers capable of commercial-scale production 
(minimum XXX m2 ) will be selected in each district. Each farmer will receive seeds 
and seedlings along with a S3I of tools. Farmers who are most successful may be 
encouraged to produce seeds and seedlings and assisted in establishing greenhouses in 
a future phase ofthis project. 

To the extent possible, IRC will procure critical inputs (vegetable seeds and seedlings, 
fertilized eggs and chicks, bee colonies, etc.) in Georgia. IRC field staff will identify 
local commercial producers for each item and contract out to them, on a competitive 
bidding basis, for the provision of required inputs. Where local producers are not 
available, IRC will encourage and assist potential producers to establish or re-establish 
input production capabilities. For example, there are many chick hatcheries in western 
Georgia which have closed, yet can be readily reopened if there is business. Existence 
of local producers and local availability of required inputs is critical to the longer-term
sustainability of these activities. Food processing equipment for demonstrations may 
be procured from Turkey or Russia. 

IRC extensionists will visit each key farmer at least once a month for the first three 
months, and bi-monthly thereafter. IRC independent monitors will visit each farmer at 
least twice during the grant period -to confirm that training was done and inputs
received and properly used, to measure output and to assess the success and potential 
impact of each activity. Monitoring forms will be developed for each activity. 

Planned Activity 6: IRC will actively cooperate with other agencies involved in the 
agricultural field. IRC is already collaborating with Tri-Valley Growers in the 
distribution of 45 tons of maize seed and with World Vision in distributing over 500 kg 
of vegetable seed. During the project period, IRC will participate in Tri-Valley
Grower's staff training programs and request their technical assistance, as required. In 
addition, IRC will establish a correspondence with Rodale Institute for technical 
assistance, and investigate the possibility of setting up a consultancy in July or August 
to evaluate ongoing activities, further assess agricultural opportunities for IDP's and 
host families, and make recommendations for future expansion of the project. 

beneficiaries: At least 100 key farmers and their families (approximately 500 people 
in total) will benefit directly during the project period; several hundred more IDP's,
host families and general population will receive technical advice. 
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Objective 2: To improve IDP and host family nutrition, food security and income 
levels through the provision of livestock to up to 2,000 host-family households for 
home consumption, sale, and breeding. 

During a 1994 pilot project, IRC distributed 79,000 chicks to approximately 6,000 
IDP and host families in western Georgia. IRC proposes to expand activities under 
this objective to include provision of chickens, ducks, turkeys, pigs, and rabbits to up 
to 2,000 host-family households (representing 10,000 individuals) to raise for home 
consumption, sale, and breeding..- All these animals are scavengers and can produce 
meat from-the normal household food scraps 'nd a wide variety of vegetation. Each 
beneficiary family will receive one set of the following: 20 chicks, five ducklings, five 
turkeys, five rabbits or two piglets. Identification of beneficiaries and distribution will 
be jointly carried out by IRC's field extensionists and general distribution staff. All 
livestock will be procured locally under contracts. 

Planned Activity 1: By April 30, IRC field staff will identify suppliers of chicks,
ducklings, turkeys, piglets and rabbits throughout Georgia who able to provideare 
significant quantities of livestock. Production capacities and prices will be recorded 
for each supplier. 

Planned Activity 2: IRC field staff will select 2,000 IDP and host families interested 
in raising livestock. Selection will be based on technical knowledge and availability of 
space for raising the livestock, and on need (measured primarily by size of family and 
perceived poverty). Each selected family will choose the type of livestock it wants. 
Planned Activity 3: IRC staff will revisit selected livestock suppliers, solicit formal 
bids from them, and, under a multiple bidding system, contract for the supply of 
livestock requested by chosen IDP and host families. 

Planned Activity 4: IRC field staff will receive the livestock and distribute them in a 
timely manner to selected families. Distribution will be done on a rolling basis, as 
livestock becomes available, and will be completed by August 31. 

Planned Activity 5: By September 31, 1995, IRC field monitors will visit a minimum 
of ten percent (200) beneficiary families to determine survival of the livestock and 
assess their impact on the family: Monitoring forms will be developed for this purpose. 

beneficiaries: Two thousand IDP families and their hosts (representing between 10 
and 20,000 persons) will directly benefit under this objective. 

Objective 3: To improve EDP and host family nutrition and food ecurity by
increasing the availability of fruit and vegetable stores during the winter months 
for 5,000 IDP and host families through provision of canning materials and tools for 
kitchen gardens. 

Since April 1994, IRC has provided 10,000 [DP and host families with sets of canning
jars and lids, plus basic tools including hoes and shovels for the cultivation of backyard 
or "kitchen" gardens. This simple activity was initiated to increase the availability of 
fruit and vegetables during the winter months. Canning is practiced throughout 
Georgia, and many IlP's and host families have access to small areas of land for 
cultivation. Each amily will be provided with a set of tools including a spade, hoe, 
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rake, and sickle, and two cases (24) canning jars and lids. During 1995, IRC field staff
will provide these supplies to 5,000 additional IDP and host families. 

Planned Activity 1: By March 31, IRC will contact known local suppliers of canning
jars with lids, and gardening tools, to solicit multiple bids for these items. Suppliers
will be selected on a competitive bidding and procurement contracts signed by April 
15. 

Planned Activity 2: IRC field staff will select 5,000 IDP and host families interested 
in vegetable production and canning. Selection will be done in conjunction with local
refugee committees and based on IDP. and host family technical knowledge and
 
availability of space for small gardens, and 
on need (measured primarily by size of 
family and perceived poverty). 

Planned Activity 3: Upon receipt of the jars, lids and gardening supplies, IRC field

staff will begin distributing 
 them to the families selected. Distribution will be

completed by May 15 so that recipients are able to plant in time for the 
summer
 
vegetable season.
 

Planned Activity 4: By September 31, 1995, IRC field monitors will visit a minimum 
of ten percent (500) beneficiary families to determine whether gardens were cultivated 
and canning done, and to assess the impact of this assistance on the family.
Monitoring forms currently in use will be revised for this purpose. 

beneficiaries: Up to five thousand IDP and host families (representing between 
25,000 and 50,000 persons) will directly benefit under this objective. 

Objective 4: To mitigate the environmental damage from deforestation due to
the lack of alternate fuels by supporting the planting of 900,000 forestry seedlings
in areas where there are significant IDP populations utilizing wood for heating 
and cooking. 

In the absence of alternative energy sources, trees are being cut at an alarming rate 
throughout Georgia. NGOs and their donors are contributing to this problem through
the provision of wood-burning stoves to tens of thousands of IDP and host families,
Since late 1993, IRC alone has provided nearly 17,000 locally manufactured, wood­
burning stoves to IDP's in communal shelters and to IDP host families; IRC staff will 
distribute an additional 7,500 stoves in early 1995. 

While accepting the overriding necessity for fuel for cooking and heating, IRC is
concerned that the increasing number of wood-burning stoves in use in Georgia will 
accelerate deforestation. IRC will therefore support the planting of 900,000 seedlings
(approximately 225 hectares at 3-5,000 seedlings per hectare) of fast-growing varieties
in areas where there are significant refugee populations utilizing wood for heating and 
cooking. Building on the experience of working with the Forestry Department on five
reforestation projects in 1994, IRC will identify ten to fifteen new project sites 
primarily in the Samegrelo region. lProjects will focus on replanting of heavily cutareas through collaboration with local forestry delartments. Limited re-establishment
of windbreaks and replanting of parks will also be considered in areas where serious
depletion of wooded areas has occurred IRC will procure the seedlings through 
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forestry department divisions in each project district which will, under contract to IRC, 
supervise land clearing and planting by mostly IDP laborers. Approximately one-third 
of the seedlings will be planted during the spring months, and the remainder will be 
planted in the fall. Ongoing and completed work will be monitored by IRC agricultural 
and field staff. 

Planned Activity 1: During March and April, .IRC staff will contact forestry
departments in Tbilisi.-and western Georgia to select appropriate varieties of trees, 
determine available stocks of seedlings .on government woodlots, and select suitable 
locations for replanting. Priority will be given to areas of high IDP populations in 
western Georgia. 

Planned Activity 2: Following site selection, IRC will contract with the forestry 
department and/or participating municipalities to prepare fencing and organize labor 
brigades for planting of seedlings. Contractors will be encouraged to employ IDP's in 
these activities. 

Planned Activity 3: IRC will contract with the forestry department and/or 
participating municipalities to prepare fencing and labor brigades. Final payments will 
be made only after work has been determined to be complete by IRC monitors. 

beneficiaries: Assuming that a family cooking and heating with wood uses an average 
3of XXX m per year, and that each tree planted will produce XXX m3 after five years,

this activity will benefit XXXX families (or XXXX persons) after five years. 

d Monitoringand Evaluation 

Monitorin,; of ongoing and completed activities will be provided by IRC technical staff 
and, independently, by IRC monitors. Proposed monitoring indicators for each 
objective are provided below: 

Objective 1. 
-- Timely establishment of extension farms 
-- Farmer interest, as evidenced by visit records 
-- Appropriateness, cost-effectiveness and quality of procured inputs 
-- Quantities of inputs distributed 
-- Number of farmers trained/quality of training 
-- Number of key farmers participating 
-- Key farmer production 

Objective 2. 
-- Number/appropriateness of selected recipients 
-- Cost effectiveness & timeliness of livestock nrocurement 
-- Livestock survival rates, as based on resu..s of follow-up monitoring of random 
samples 
-- Average per-beneficiary livestock production, as based results of follow-upon 
monitoring of random samples 

Objective 3.
 
-- Number/appropriateness of selected recipients
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-- Cost effectiveness & timeliness of materials procurement 
-- Number of garden tool/canning sets distributed 
-- Amount of preserves canned p'r family 

Objective 4. 
-- Numbers of contracts signed/sites established 
-- Number of seedlings planted 
-- Survival rates of seedlings 

D. Relationship to SCF country strategy and USAID priorities 

SCF's country strategy identifies IDP's and host families as priority vulnerable groups, 
and emphasizes the necessity of increased focus on bridging activities that serve a dual 
purpose of meeting immediate relief needs while establishing a f,)iradation for 
sustainable economic self-sufficiency. The activities described above specifically seek 
to address these issues, and fall into two of the major sectors identified in the SCF and 
USAID strategies: family food security and income generation. 

E. Conclusion 

None of the proposed activities are new to IRC, and all have been piloted in Georgia 
or elsewhere. IRC has implemented family-level agricultural assistance in Georgia 
since mid-1994 through the provision of poultry, gardening and canning supplies to 
IDP and host families. The described reforestation activities are sorely needed and 
have also been piloted in Georgia by IRC. The proposed key farmer extension 
progrim is based on a similar and highly successful program implemented by IRC in 
Afghanistan since 1991. 

While the stated recipients of assistance are IDP's and host families, the potential 
beneficiaries of these activities, especially extension and reforestation, far exceed that 
select group. Georgia desperately requires a new agricultural paradigm and with it 
new methods and systems more suited to small-scale, privately owned production. 
This change will require innovative models, access to new and preferably local sources 
of inputs, and a cadre of agricultural extensionists possessing both technical and 
management skills. This project will, in a modest way, contribute to all three 
requirements while providing tangible and significant benefits to at least 7,100 IDP and 
host families (35,000 individuals) members in the forms of food security and self­
reliance. 

F. Proposed Budget for 1995 (in US$) 

SCF Agriculture Other 
TOTAL (proposed) Sources 

A. I'ERSONNEL 
-expatriate 204,152.00 0.00 204,152.00 
-local 76,469.40 5,791.20 69,492.60 
II. TRAVEL 36,800.00 200.00 36,600.00 
C. OCCUPANCY AND RELATED 39,600.00 150.00 39,450.00 
1). COMMUNICATIONS 9,000.0() 0.00 9,000.00 
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SCF Agriculture Other 
TOTAL (proposed) Sources 

E. SUPPLIES & EQUIPMENT 
-computer equipment 5,000.00 2,500.00 2,500.00 
-office supplies 9,000.00 0.00 9,000.00 
-water/sanitation 556,200.00 0.00 556,200.00 
-shelter assistance 447,143.00 0.00 447,143.00 
-rehab. schools & hospitals 305,000.00 0.00 305,000.00 
-vector control 136,000.00 0.00 136,000.00 
-household support 690,000.00 0.00 690,000.00 
-income generation 300,000.00 0.00 300,000.00 
-agriculture 601,000.00 421,000.00 180,000.00 
-transportation 132,000.00 10,400.00 121,600.00 
F. VEHICLE OPERATIONS 114,600.00 13,200.00 101,400.00 
G. PROFESSIONAL FEES 10,000.00 0.00 10,000.00 
H. OTHER EXPENSES 14,000.00 0.00 14,000.00 
Contingency* 9,996.00 912.00 9,084.00 

TOTAL DIRECT EXPENSES 3,695,960.40 455,338.80 3,240,621.60 
INDIRECT COST RECOVERY** 75,984.07 23,637.77 52,346.30 
GRAND TOTAL 3,771,944.47 478,976.57 3,292,967.90 
* 5.29% of costs, excluding capital assets 
** local staff taxes (20% of salary) 
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4.3 CARE Proposal 

Georgia Agricultural Initiative for Small Farmers (GAIN)
PhascOne: Emergency PestManagementin Svanetia 

Submitted by CARE Intematidnal in the CIS 
Date of Submission: 25 February 1995 
Project Duration: 1 April to 30 September 1995 
Contacts: 	 CARE International in the CIS 

Georgia Program 
G.L. Dutt, Country Administrator 
30 Mukhadze Street 
Tbilisi, Republic of Georgia 
Telephone: 7 (8832) 224-073 
Fax: 7 (8832) 294-307 

A. Background and Problem Statement 

The isolated and mountainous region of Svanetia has for centuries maintained a high
level of self-sufficiency and independepce. Over the past few years, however, the 
region's isolation has heen increased due to ethnic conflicts in adjacent areas. Troops
loyal to the ousted president Gamsakhurdia blocked access to the region during 1993 
and widespread banditry blocked the access routes during early 1994. The conflict in 
Abkhazia also impacted the region, sending more than 100,000 displaced persons
through the valley in search of safe haven. During this mass migration of September­
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October, 1993, the population of less than 20,000 persons supplied food from their 
winter stocks to the passing displaced persons and supported 5,000 of these displaced
people throughout the next two winters. 

Svanetia is traditionally an agricultural region; primary crops are potatoes, apples and 
barley, with some wheat and corn grown at the lower elevations. Prior to the break­
up of the Soviet Union, the Svanetia region was supplied with government wheat,
allowing farmers to devote a large amount of their land to potato cultivation. Now 
that wheat supplies are severely limited, potatoes remain the priority cash crop (before
1992 accounting for 25-75% of household income) and have become a critical source 
of dietary carbohydrates. In the past two -years these communities have suffered both 
man-made and natural disasters which have severely impaired their capacity to produce 
and market potatoes, including: 

" temporary closure of the Svanetia borders by Gamsakhurdia forces in 1993, 
preventing access to traditional West Georgia markets and triggering an influx 
of displaced into the Svanetia region. (As a result of limited market access and 
a doubling of the population, Svanetians were only able to sell approximately 
30% of their potato crop); 

* 	 drought (June-August) and infestation of the Colorado Beetle in 1994, 
compounded by the continued burden of supporting the displaced further 
resulting in minimal yields; and, 

* 	 since 1993, increased banditry on the Svanetian roads and poor road 
maintenance have continued to limit market access. 

The six districts (Etseri, Becho, Latali, Lenjeri, Mestia and Mulakhi) most severely
affected by the potato beetle (on average 66% of crop destroyed) are also the most 
dependent on potato sales for their livelihoods/income. While the majority of the 
farmers in these regions managed to harvest enough potatoes in 1994 for their 
household requirements (about 1 ton), few, if any, harvested enough to market. The 
potatoes that survive the Colorado beetle are typically shriveled and of extremely poor
quality, and it is likely that even those farmers that may have been able to harvest a 
surplus could not command adequate prices. 

Potato farmers in the Upper Sxanetia regions, have, in course of the last two years,
lost acritical iacome source that cannot be easily replaced. Few, if any farmers engage
in alternative income-generating activities and most are entirely dependent on 
agriculture for their livelihoods. The government allowances that some families do 
receive are considered virtually worthless and are 	 evennot 	adequate to supplement
household income. Faced with no alternatives, some of these farmers will not plant 
potatoes at all in 1995. Others will continue to invest in the potato crop, but without 
dssistance, risk losing a significant portion of their harvest to the Colorado Potato 
Beetle. As families in this region increasingly draw down on limited household 
resources, while continuing to support the displaced remaining in Svanetia, it is likely
that many will not have the capacity to store adequate food supplies for the !995/96 
winter, much less purchase critical non-food items such as medicines and soap. 

CARE International has been operational in Georgia since 1992, targeting food and 
non-food relief supplies to the displaced, isolated rural populations and the urban poor.
Since December 1993, CARE-USA and CARE-Austria have jointly provided 
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assistance to the Georgian people in the form of food and non-food relief supplies. In 
addition to 	relief assistance, CARE Austria has experience in the implementation of 
agricultural projects in other republics of the former Soviet Union (Kyrgystan and 
Ekaterinburg, Russia). 

CARE International continues to address the emergency needs of the Svanetian 
people through the Georgia Nutritional Supplement Project (food supplements for 
women and children), the Transcaucasus Project (family packages), CIK: Woolen 
Blankets and Shiris (IDPs) and the CARE Austria Assistance to Svanetia project (soap 
procurement and distribution). 

Through this work, a considerable knowledge base has been developed, particularly
regarding the present socio-economic status of the Svanetian people. Equally
important are CARE's established relationships with local government representatives
and communities, built over one and a half years of collaboration. Now that the 
emergency situation in the region has stabilized, CARE International will continue to 
work to assist this mountain population to rebuild their livelihoods -- moving from 
livelihood provisioning in the form of pure relief assistance to livelihood protection
andpromotion -- focusing on sustainable development projects in the agricultural and 
small economic activity sectors. 

B. Project Objectives 

CARE International proposes the following final and intermediate goals to be achieved 
by Phase One of Gain: 

Final Goal: 

Improve the household food and livelihood security of approximately 3,000 rural 
families in the isolated mountain region of Svanetia. 

The Intermediate Goals of this project are to: 

1) Increase potato crop production in the Upper Svanetia region by reducing the 
incidence of the Colorado Potato Beetle. 

Indicators: 
* 90% of pa:ticipant fields showing Colorado Beetle infestation effectively treated;
* 	 75% of treated fields show insignificant presence of adult Colorado Beetle and 

larvae two months after spraying; 
* 	 Pre-harvest survey show that 75% of participant farmers expect increased yields 

(over last year given similar growing conditions). 

2) Develop a network of trained facilitators and point farmers through which technical 
assistance can be channeled into Upper Svanetia. 

Indicators:
 
* Five CARE national field staff trained in the fundamentals o'farmer-owned group

organization, integrated pest management, and marketing techniques; 
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* 	 Fifty point farmers identified and trained in farmer-owned group formation,
integrated pest management, and marketing. 

3) Strengthen links with national agricultural associations and technical resources and 
with other agricultural development initiatives in the country. 

Indicators: 
* 	 At least ten field visits are facilitated between Svanetian farmers groups and 

national agricultural organizations such as the Private Farmers Union, the Plant 
Protection Institute, and the Agricultural Department of the University of Tbilisi 

4) Identify areas of strength and weakness in agricultural practices, and potential for 
further collaboration in improvement of agricultural and marketing techniques. 

Indicators: 
" 	 Assessment carried out throughout the 1995 growing season including contact 

with national and local organizations, farmers, and government officials;
" Project proposal developed for post-pilot, longer-term agricultural initiative. 

C. Project Description 

A key concept of this project is that the current crisis in Svanetia -- destruction of, on 
average 66% of the potato crop in 1994 -- would, through Phase One of GAIN,
become an opportunity for individual farmers in Svanetia to mobilize as communities in 
a united effort to eliminate the Colorado Beetle. It is hoped that by working with these 
farming communities in Svanetia, CARE will also set the stage for agricultural/income
generation pilot projects that would further address the household food security needs 
of small farmers in 1995. 

As an initial step, CARE will work with local communities to develop a coordinated 
pest control program focusing on eradication of the Colorado Beetle. Activities will 
include: 
* organizing a simultaneous application of Novodor or Decis at the appropriate
I stage in the planting cycle (April/May), 
• 	providing education on alternative methods of pest control such as barrier crops, 

straw mulching, hand crushing egg masses, Vee ditching, and propane flaming.
• 	developing and disseminating a Georgian language bulletin describing the life cycle

of the beetle, stressing non-chemical methodologies of control (noted above), and 
explaining the hazards and safety precautions required with regard to pesticides. 

CARE will also work with farmers to improve tillage and seedbeds to promote
increased yields, and to develop improved storage methods to decrease post-harvest 
losses. 

Farmers are now producing nearly enough potatoes to meet their home consumption
needs. It is expected that the project intcrventionus will, even in the first harvest,
increase yields by an amount significant enough to provide surplus for marketing.
CARE will assist farmers to augment local market outlets through association with the 
Georgia Union of Growers, and identifying other marketing options. Marketing
assistance under this objective will be limited by the time-frame of' tile grant, which 
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currently ends at the peak harvest period in September. Extension of the grant would 
enable CARE to more fully develop marketing strategies and assess impact. 

CARE will channel the technical assistance of this project through a network of trained 
staff and point farmers. These people will serve as the resource to the local farmer­
owned groups developed during the coordinated spraying and post-spraying 
monitoring. 

Additionally, there are several potential agricultural resources in the country with 
which Svahetian farmers have had little or no contact. These include: 
" the Georgia Union of Growers (Private Farmers Union), an indigenous farmers' 

association of 25,000 members which supports activities in crop and livestock 
development, finance and marketing, and international relations, 

" the Agrobiotechnology Institute, which is currently conducting research in 
cultivation of resistant varieties and development of new genetic stocks for 
potatoes and other crops, 

* the Georgia Plant Protection Institute division of the Academy of Science, and,
* the Agricultural Department at the University of Tbilisi which has a specialist in 

control of the Colorado Beetle on staff. 

CARE will facilitate field visits by representatives from these organizations, identify
key agricultural personnel/farmers in Svanetia who could benefit from exchange visits 
to these institutes in Tbilisi, and facilitate distribution of available printed materials. 
The project will also coordinate and, where possible, collaborate with GOG and other
international NGO initiatives. For example, Tri-Valley Growers sponsoringis a 
farmer-to farmer exchange and has indicated a willingness to share expertise from 
these consultancies with CARE. 

CARE will assess current agricultural practices, disease and pest problems, and 
operational constraints and develop recommendations regarding further potential
interventions. Preliminary assessment has indicated that improved seed and breeds of 
livestock, development of leather handicrafts, timber management and harvesting,
marble production, and processing of mineral water resources are possible directions 
for further development. Recommendations will be incorporated in the end evaluation. 

During the course of relief project implementation in Svanetia, CARE staff have 
discussed the Colorado Beetle infestation with local officials and farmers in order to 
develop strategies to fight the pest in 1995. 

CARE staff also consulted a Tbilisi-based agricultural specialist familiar with the 
Colorado Beetle and, in Austria, investigated European methods of beetle control. 
As a result of this research, CARE has identified two possible approaches; use of an 
imported biological remedy and/or use of a locally available low-toxicity pesticide. 

CARE-Austria has proposed the use of Novodor (Bacillus Thuringiensis), a biological
remedy which is environmentally safe and highly effective. The Austria mission would 
assume responsibility for purchase and transport of the remedy. This approach would 
be preferable in terms of ecological issues and safety, in that pesticides have never been 
used in Svanetia, and the cnvironment has previously not been chemically 
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contaminated. CARE-Austria would contribute both financing and technical expertise 
for implementation of this option. 

A second alternative identified by the Austria mission would be purchase of Decis, a 
chemical pesticide produced in the Ukraine which is inexpensive and locally available If 
it is determined that Decis is environmentally acceptable, this option may be preferable 
in terms of reduced project cost and sustainability: Some combination of the two 
approaches may also be considered. 

In order tobe effective, it is.critical that the selected treatment be applied correctly and 
simultaneously, within a very limited time-frame, in all of the affected communities. In 
the first stage of the project local CARE staff will work closely with the Upper 
Svanetian farmers to prepare for treatment application. During the period when the 
Novodor or Decis is applied, an agricultural expert will travel to Svanetia to oversee 
the process to ensure efficacy. The CARE team will further: 

" Determine Colorado Beetle prevalence in region, pre and post-treatment 
* Work with farmers to strategize on ways to prevent future infestations 
" Identify strengths and weaknesses of current farming and marketing techniques 

From May to July, CARE staff will continue to monitor the success of the treatment 
application in the region through site visits and dialogues with farming communities. 
In August, as the potato harvest commences, the agricultural expert will return to 
Svanetia to evaluate the efficacy of the intervention on crop yields. As farmers prepare 
to transport and market potatoes in August and September, the CARE team will work 
with farmers in improving distribution and marketing methods. 

D. Monitoring and Evaluation 

All project inputs will be monitored according to standard procedures implemented in
 
CARE-sponsored projects worldwide, in place through previous CARE program
 
operations in Georgia.
 

A project evaluation, conducted in August-September 1995, will determine the extent
 
to which CARE has accomplished project objectives. Indicators for these objectives
 
will include:
 
1) Prevalence of Colorado Beetle in Svanetia;
 
2) Estimated Potato yield for 1995 in Svanetia significantly improved over the
 

1994 yield; 
3) Increase in household income in sampling of project beneficiaries 
4) Assessments of farming and marketing techniques performed, 

recommendations provided 
5) Contacts established with national agricultural agencies and support 

systems 

E. Relationship to SCI? Country Strategy and USAID Priorities 

Both SCF and USAII) have identified rural income generation and support for small­
scale economic enterprise as priority areas of assistance to Georgia. The proposed 
interventions are designed to help restore former levels of productivity and marketing 
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of the primary staple/cash crop in the project area, and to identify potential for further
 
small enterprise development.
 
CARE-Austria will serve as a donor partner in this proposal, providing both leveraged
 
funds and technical expertise.
 

F. Budget Summary
The total budget requirement for the six-month life of GAIN: Phase One is $284,226
CARE-Intcrnational can proide $ii13,350 of this amount, and is seeking funds for the 
remaining $170,376. Please refer.to the attached budget for detailed expenses. 

A. PERSONNEL 
Qnty. Cost (S) Months USAID CARE 

International 

International Staff 
Mission Director 
(10% Salary &Benefits) 

Country Administrator 
(20% Salary &benefits) 
Agri. Consultant (Associations) 

Agric. Consultant ( Pesticides) 
Program Mgr. 
(30% Salary & Benefits) 
Project Manager 
(100% Salaiy & benefits) 

1 

1 
1 
1 

1 

1 

600 

880 
6000 
6000 

1200 

4000 

6 

6 
1.5 
1 

6 

6 

3,600 

5,280 
0 

6,000 

7,200 

24,000 

9,000 

Subtotal: International Staff: 46,080 9,000 

Local Staff 
Logistics Officer 
Pest Mgt. Technician 
Team Leaders 
Monitors/Community Facilitators 
Interpreters/Translators 
Administrative Assistant 
Accountant 

Provision for Social Security 
& Pensions @ 30% 

1 
1 
2 
4 
2 
1 
1 

330 
330 
330 
250 
248 
248 
330 

6 
6 
6 
6 
6 
6 
6 

1,980 
1,980 
3,960 
6,000 
2,976 
1,488 
1,980 

6,109 

Subtotal: Local Staff: 26,473 

SUBTOTAL PEI?SONNEL $72,553 $9,000 

B. TRA VEL AND ACCOMMODATIONS 
IRT Airfare (Vienna-Tbilisi) 
R' Airfare (Atlanla-Tbilisi) 
Lodging 
ln-country Trav.el ((a) $7/day *90 days) 

1 
I 
2 
7 

600 
2500 
700 
630 

4 
1 
6 

1,800 
2,500 
8,400 
4,410 

600 

SUBTOTIA '&.4 $17,110 $600 

http:refer.to
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Qnty. Cost (S) 

C. EQUIPMENTAND ESTABLISHMENT 
Office Rental
 

Tbilisi office (@ 20% rental) 
 1 400 
Svanetia offices 2 100 

Procurement/Administration 1 500 
Communications and Office Supplies 1 1000 

(Faxes, copiers, phones, office heaters, etc.) 
Computer sets 2 2500 

(laptop, spare batteries, printer) 
Copying/Printing 
UHF Radios 4 500 
HF Radios 2 5000 

SUBTOTAL E & E 

D. OPERATING COSTS 
Biological Remedy (Purchase) 

Remedy Transport to Tbilisi 

Sprayers (Purchase) 
 280 85 
Sprayer Transport to Tbilisi 

Truck rental (transport to Svanetia) 
 2 200 
Cars/Drivers 5 500 
Fuel (liters) 3,000 0.50 

SUBTOTAL OPERATING COSTS 

DIRECT COSTS: Summary 

A. Personnel 
B. Travel and Accommodations 
C. Equipment and Establishment 
D. Operating Costs 

SUBTOTAL DIRECTCOSTS 

Indirect Cost Recovery @7.79% 

Total 

GRAND TOTAL 

5. Monitoring and Evaluation Plan 

Each of the implementing organizations have provided a 
component consistent with their organizational procedures. 

Months USAID CARE 

6 
3 

2,400 
300 

6 
6 6,000 

3,000 

1 5,000 

1 
1 

1,000 
2,000 
10,000 

$26,700 $3,000 

1 

1 
6 

23,800 
1,000 
400 

15,000 
1,500 

100,000 
1,250 

41,700 101,250 

72,553 9,000 
17,110 600 
26,700 3,000 
41,700 101,250 

158,063 113,850 

12,313 0 

S170,376 S113,850 

$284,226 

monitoring plan for their 
The management unit will 

provide oversight for these monitoring and evaluation efforts. 
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6. Management Structure 

At least the initial phase of this project would be implemented by SCF who would 
provide oversight for project implementation managed by ACDI under a sub-grant. 
ACDI would provide an experienced project manager responsible for coordinating all 
fiscal and technical management activities including oversight. monitoring, evaluation 
and reporting. ACDI would manage the intern component including developing the 
training program-.in collaboration with the staff of the other components, recruiting 
interns and providing day to day management. and intern evaluation. ACDI, in close 
consultation with USALD and other concerned parties would develop the necessary 
documents for longer term follow-on to tlis project, should AID desire. In addition to 
the project manager, ACDI will utilize locally hired administrative and technical staff 
to satisfy the project and intern program management needs. 

7. ACDI Budget 

Quantity Cost($) Months SCFUS 
AID 

A Personnel 
Intcrnationalstaff 
Project Manager 
(Salary & Benefits) 1 $13,883 6 $83,300 

Localstaff 
Office manager 1 330 6 1,980 
Administrative assistant 1 250 6 1,500 
Training officer 1 300 4 1,200 
Interpreter 1 250 6 1,500 
Interns 100 3 4,500 
Provision of Social Security & , 3,204 
Pensions @30% 
Sub Total Personnel 	 97,184 

B. 	 Travel & Accommodations 

R/T Airfare Calif.-Tbilisi) 1 3,600 3,600 
In-country travel 
20 days @$70 1,400 
Temp. quarters 
30 days @$100 3,000 
Office/residence 1 800 5 4,000 
Sub-total 	 12,000 

C. 	 Equipment/Office 
establishment 

Office Elquipment 
(computer sets, printer, copier, 6,540 
fax, tclcplhone, heaters) 
cenerator 3,490 

Sub-total 	 10,030 

http:program-.in


37 

Quantity Cost($) Months SCF/US 
AID 

D. 	 Operating Costs 
Cars/Drivers/Fuel 1 600 6 3,600 
Communications ($75/mo) 450 
Office supplies (50/mo.) 300 
Utilities ($100/mo.) 	 600 
Sub-total 	 4,950 

E. 	 Intern Training 15 500 7,500 

TOTAL DIRECT COSTS 	 131,665 

INDIRECT CCSTS (36.65% of direct costs) 	 48,255 

TOTAL COSTS 	 179,920 

ACDI COST SHARING 
Waiver of 5% Fee 	 6,583 
Headquarters Backstopping (Bruce Mazzie 10 days @ $332) 3,320 

TOTAL 	 9,903 

ACDI BUDGET SUMMARY 

Direct Costs 
A. Personnel 	 97,180 
B. Travel Accommodations 	 12,000 
C. Equipment & Office Establishment 10,030 
D .Operating Costs 4,950 
E Intern Training 7,500 

TOTAL DIRECT COSTS 131,665 
INDIRECT COSTS (36.65%) . 48,255 

8. Complementary Components 

CARE, IiRC and TVG are each making significant contributions to the cost of the 
project from their other funding sources. 

9. Assumptions 

The major assumptions underlying the success of this project are that political 
instability, civil unrest and banditry will not increase and the process of privatization 
will not be reversed. 
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VI. BUDGET: 

Aggregate budget requests 

Organization SCIFIUSAID 
Tri Valley Growers $399,235 
CARE " .. 170,376 
IRC 478,977 
ACDI 179,920 
Total 1,228,508 

Total Project Budget 

Other Sources 
$868,554.00 

113,850.00 
310,208.00 

9,903.00 
1,302,515 

2531,023 

http:9,903.00
http:310,208.00
http:113,850.00
http:868,554.00
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ANNEXES
 

Persons Visited 

Donor Representatives 

1. 	 Baruch Ben-Neria, Embassy of Israel, Ambassador. 
2. 	 Tevfik Ufuk Okyayuz, Embassy of Turkey, Ambassador. 
3. 	 Jakob von Wagner, Embassy of Germany, Referent. 
4. 	 Gladwin, Integrated Technical Assistance to Georgian Agriculture (EC-TACIS), 

Agricultural Economist/Team Leader. 
5. 	 Albert Wetering, TACIS, Coordinator for Georgia. 
6. 	 Boris Eizenbaum, UNDP. 

PVO Representatives 

1. 	Paul Heinzen, Tri Valley Growers (TVG), Country Director. 
2. 	 Tamaz Turmanidze, Tri Valley Growers (TVG), Consultant. 
3. 	 Tom Alcedo, CARE, Director ofEmergency Assistance Unit. 
4. 	 Bill Huth, CARE International in CIS, Director. 
5. 	 Lutful Gofur, CARE International in Georgia, Assist. Mission Director. 
6. 	 Allen Jelich, International Rescue Committee (IRC), Director. 
7. 	 Loren Willy, International Rescue Committee (IRC), Deputy Director. 
8. 	 Emily Rees, International Orthodox Christian Charities (IOCC), Budget Manager.
9. 	 John Heers, International Orthodox Christian Charities (IOCC), South Georgia 

Coordinator. 
10. Lucy Mangham, OXFAM, Program Officer. 
11. Meri Japoshvili, "Catharsis", Director. 

Government of Georgia 

1. 	 Roin Liparteliani, Agricultural Commission of the Parliament, Head. 
2. 	 Emir Jugeli, Ministry of State Property Management, First Deputy Minister. 
3. 	 Robert V. Andguladze, Academy of Agriculture, Vice-President. 
4. 	 George Maglakelidze, Ministry of Agriculture and Food Industries (MOAFI), State 

Councilor. 
5. 	 Ednar Mikanadze, Ministry of Agriculture and Food Industries (MOAFI), Head of 

the Department of Agricultural Development. 

USA I1) 

I. 	 Fred Winch, USAIl) Regional Representative/Caucasus 
2. 	 Glen An,'e ;, USAID Deputy Regional Representative/Caucasus. 
3. 	 BrUce Grogan, USAII), Regional Special Projects Officer. 
4. 	 Raymond 11. Morlon, UISAII), i)velopment Officer. 
5. 	 Kent ILarson, USAIDI, Program Manager. 
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Georgian Farmers, Farm Organizations and Businessmen 

1. 	Raul Babunashvili, Private Farmers Union (PFU), President. 
2. 	 Koba Kobaladze, Private Farmers Union (PFU), Vice-President. 
3. 	 Anton Jakobashvili, Member of the Private Farmers Union, Professor, Specialist of 

herbicides. 
4. 	 Otar Liparteliani, Mtskheta Selection Farm, Director, Member of Agricultural 

Academy. ­
5. 	 Murman Arjevanidze, Rustavi "Azot " Plant, General Director. 
6. 	 Merab Berdzenislivili, village Dmanisi, Tetritskaro region, Farm Manager. 
7. 	 Nugzar Chelidze, village Assureti, Tetritskaro region, Firm "Original", Manager. 
8. 	 Murman Buidze, village Gamarjveba, Gardabani district, Farm Manager. 
9. 	 Zurab Menteshashvili, village Chandala, Marneuli district, Farm Manager. 
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PAPER TO BE GIVEN BY MR GEORGE KVESITADZE - MINISTER OFAGRICULTURE FOR THE REPUBLIC OF GEORGIA AT THE DONORS' MTEETING 

IN PARIS ON JULY 12TH 1994 
1 INTRODUCTION 

Iam glad to have this opportunity of addressing this donors' meeting. Iam at present inthemiddle of a study toutrdf agricultural .institutions in the United Kingdom with some of myministry colleagues so both events have coincided well. 

During this short address I wish to highlight: 

* some of the progress we have made;

0 basic policies that we are going to pursue;
* 
 the problems and issues we,stjll face; and* 
 some of the priority investment, institution building and rehabilitation 
areas. 
I will not dwell too much on the past we are all quite aware of the economic upheavals thatthe Georgian economy has experienced in the last three years. Agriculture has suffered badlywith production in some sectors having fallen by 40-80%. Howeverpositive. The conditions within Georgia are beginning to improve 

we must now be 
- albeit slowly. Almostall the agricultural land has been cultivated this year and is supporting crops. In 1993 theestimated proportion was only 60-70%. 

2 PROGRESS TO DATE 

Privatisation: in the agricultural sector we have now approximately 600,000ha of privatisedland which represents around 55% of the arable and perennial crop land. We use the termprivatised but this land still awaits the issuance of proper land titles, and the application ofcadastral surveys. 

Almost 60 businesses attached to the Ministry have been privatised - in the sense that theyhave either been sold off completely or that more than 50% of the shares are now in private
ownership.
 

Agricultural Production: this year agricultural production is expected
years low levels. to far exceed last
The poor performance last year was due in part tocultivated, a shortage of basic inputs and poor weather in the case 
less land being 

that agricultural production overall will be 30-50% higher. 
of vines. It is expected

Noticeable improvements areexpected in tea, grapesand citrus. 
Reorganisatioa of the Ministry of Agriculture: as part of an ongoing technical assistanceprogramme provided by the British Government's Know How Fund proposals have beenmade for the restructuring of the ministry'. This process, which will start in August,naturally reflects the new role expected of the ministry namely one of supporting agricultureon behalf of the mainly 300-400,000 new farmers that have recently been created in the last2 years. 



3 POLICY 

Georgia's basic agricultural policy isstraightforward it is the strategies to achieve the policy -
objectives" that require detailed attention. 
Georgia is committed to market oriented policies. This being so crop and enterprisepolicies and strategies must be geared to supporting those crops and enterprises whichare inherently economically viddle. Sblf sufficiency therefore is only relevant if it iseconomic to be so. In the last twosufficiency policy for cereals, often harkening back to the early part of this century whenGeorgia was a net producer of cereals 

years there have been many voices echoing a self 

cereal - however though there is much scope for improvingproduction the ultimate policy determinant will beadvantage. one of comparative economic 
human 

It is more than likely that the country will become self sufficient in meeting itsgrain requirement - whether it eventually meetsrequirements; as I havejust said, wili'depend on market economics. 
all the animal feed grain

At present for the largefarms cereal production should be relatively attractive. World prices reign in Georgia, andthese together with production costs and physical requirements falling below those of theother local crnps, make cereals, at least in the short-term, an attractive crop. However thestability and convertibility of our currency, together with marketing difficulties, prevent thefull benefits from being realised. 
At the same time maximising agricultural employment is important,Georgian economy is expected to take longer to recover. 

as the rest of the 

Boosting Georgia's exports too are seen as critical, not onlyexchange needs to meet the large foreignto rebuild the infrastructure of the country, but to maximise value added(Georgia's agricultural land is very limited) and thus the gross earnings for the agricultural
sector. 

Though environmental issues tend to be a subject of great intent for thenations, Georgia can certainly not ignore this area. 
more affluent

Georgia has a small area of agriculturalland (arable and perennial crops cover only 15% of the land area) and thus there could in thefuture be much pressure on the more marginal hilly areas. 
The restoration 
of output levels, consistent with market requirements, 
 is also seen asimportant - not simply within the production frame - but from the standpoint that it is easierto effect rationalisation from a position of strength rather than one of approaching collapse. 

4 ISSUES AND PR[ORrrnjS 

We have a number of serious issues and priorities that are affecting the rate of recovery in
the agriculture sector:
 

Government Barter Trade: suchtrade restrictsthe f red of the ariIltaLsector andit depresses retirns to the producer. The country needs an effective and fair taxation systemand improved 'rsadingarrangements to generate
is paying 

revenue and foreign exchange. Agriculturean exceptionally high price for these constraints. 
Privatisation: this is proceeding relatively slowly. The lackof rivatisationis holdinupthe EdevLon pmentof the economy. My ministry is vigorously commit ted to supporting theprivatisation programme. ere arc still some 1,200 businesses, including the wine and teaindustries, that are in need of privatisation. In exceptional cases a few key businesses shouldbe retained for the short-term by the Ministry. It is essential that where possible in the caseof processing plants privatisation mechanisms are linked to optimising producer ownership. 



Price Policies: fixing of prices is not a normal feature of a market conomy. Appropriate
privatisation will ensure in many cases that farmers receive fair pric,. - as I have already just
mentioned. 

A lack of funding in the Grain Corporation, which is at present the main and only buyingagency for domestic grain, has hinlered the redevelopment of the arable sector. Thecorporation cly purchased 13,000 tons of wheat in 1993 (:imply due to a very low price
being offered) when it could have bought at least 150,000 tons. This problem has beenrecognised for a-long time. Proposals wcre'submitted to overcome this problem but because 
of the strictures of the bread price policy in the country were not taken up by thegovernment. It is absolutely essential that this issue is addressed as the arable sector will
continue to be held back. 

Grain was sold on to the open market last year, some filtered through to neighbouringcountries. The difficulties in marketing this way will have eroded much of the benefit. Lesswheat this year isbeing grown by the p'ivate sector producers - instead they are preferring
to grow maize - an easier crop for them to handle. 

Farmers Associations: these must be fostered at grass root levels. The government has no 
means of communicating at present with the estimated 400,000 newly created farmers. This
iscrucil to any positive development within the new private sector. 

Reorganisatlon of the Ministry of'Agriculture: proposals have been made and accepted inprinciple for the restructuring of the.Ministry so that it can respond to its new role ofsupporting farmers. However detalk[privatised and rationalised structures for the tea, wineand tobacco industries still have to be introduced. An important component of this newstructure is the development of a Policy Unit which will provide the critical analysis work 
and policy papers that the Ministry at present lacks. 

Extension: extension set-ices as such do not yet exist. The strategy for development here
will focus on supporting smallprivate initiatives with good extension material. Research 
activities must clearly relate to extension needs. 

Marketing: this will be a challenging area for some time until major trade associations
b me effective. .;fhere is a short to medium-term roletor the Ministry in helping to'facilitate export initiatives - at least to the former Soviet Union. In the longer-term markets
further afield, will need to be Identified. In this respect support for private marketing
initiatives would be relevant. 

National Agricultural Policy Council: acouncil (comprising all relevant agricultural bodies)
and using mainly policy initiatives from within the Ministry itself, isproposed as the main
policy review agency in the country. 

Land Legislation: it is clear that without effective legislation in this area, agriculturaldevelopment will be held back. We hope that satisfactory legislation may be in place by the
end of 1994. An effectivecadastral programme will require a significant investment in land 
surveys. 

Credit: there is no mechanism to rovide credit to theeginmdA4 0 far mers in the
country. Many processing plants will need competitive lines of credit to help with
restructuring. In some cases just working capital isneeded (to fund raw material purchases).
Clearly it is important t6be'able to pay farmers promptly for produce to ease the cash flowproblems. FLany of the small farmers supplying processinp industries r. -ho­
solution would suitable ines o cre it to the organisations themselves who would then supply,
inputs to their growers. Almost all the perennial crops could fall into this category. 
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Input Supplies: the supply of.crop inputs as well as machinery spares has been severelydisrupted as a result of the disintegration of the former economy. Inthe short term there isno reason why the former supply lines should not be assisted (while they are beingtransformed into independent private businesses) so as to help restore production levels.This, as I have said, is a major objective.
 

Irrigation: is an important input in the drier areas. 
 Rationalisation and much reinvestmentis required in this sector. Originally some 500.000ha were irrigated it is likely now that this

figure has fallen to less than 100,000ha.
 

Mechanisatlon: there is now a large need for small scale equipment. 
 Georgia has sparefacilities which could offer the possibility of joint venture assembling activities. 

Research: this is a sector that needs much rationalisation. There is considerable sparecapacity which Georgia no longer needs or importantly can afford. It may well be that wehave some research activities that are compatible with other activities elsewhere in the world.Before reducing these facilities lnternational collaboration and funding should be explored.
In view-of their past and current activities close cooperation with the world Bank may wellbe relevant here. 

Educ tlon: this is another sector needing rationalisation.
facilit,-.s is required. 

A review of needs and the existingFor, like research, there is now an overcapacity for the requirementsof the industry. Georgia's agricultural education must now be redirected to satisfying the
needs of its new 300.400,000 farmers. 

AGRICULTURAL SECTOR SUPPORT PROGRAMME 

By way of summary I would now like to indicate briefly some of the areas of requiring
further assistance: 

On the Institutional Side: 

The privatisation programme must proceed as quickly as possible. 

The land legislation being prepared must be given high priority. 

Restructuring of the Ministry ofAgriculture. This is essential if it is to start demonstratingthat it is aware of, and beginning to respond to, the needs of the new 400,000 farmers.establishment of both Thea policy unit within the ministry is seen vital, wellas as as theformation of the National Agricultural Policy Council. 

Restructuring of the main tea, wine and tobacco industries are required prior to privatisation. 
Removal of the barter constraint. A mechanism must be found to remove the constraints 
imposed by the barter agreements. 

Encouragement of farmers' drgatisations. Extension activities and the organicdevelopment of farmers' groups must be fostered. 



The Main Funding Requirements are: 

The Grain Corporation. Failure to provide funds for this organisation has held back therecovery of agriculture. As a major grain organisation a possible linkage with aninternational grain organisation may be feasible. 

Input Supplies. During the interim period before commercialisation and subsequentprivatisation of existing supply lines, the funding of crucial inputs is to these organisations
is required. 

Credit will be required for newly privatised businesses with approved business plans. 

A Credit System is required for the large number of small farmers. 

Extension. Funding will be required to updatie or produce new extension informationappropriate to the needs of the new farming community. In addition some funding can bedirected towards helping to foster a private sector extension service. Research activities must
be allied to extension needs. 

Rehabilitation ofthe Veterinary Service. Proposals have already been made under a TACISproject. Funding is needed for the maintenance of prophylaxis treatments. 

Marketing. Assistance is required for the establishment of a system of wholesale marketsin the country starting with Tbilisi. In addition export marketing assistance is expected to beneeded in the short to medium term until strong processor organisations are established. 

Irrigation. A study is required to assess the current, future and rehabilitation needs of the 
country. 

Agricultura Research. The research sector needs complete rationalisation. Association withinternational institutions should be explored. 

Agricultural Education. Like research, education Isan area that also needs rationalisationto ensure that thetraining given is appropriate to the needs of the country. 



BRIEF AGRICULTURAL STATISTICS OF GEORGIA 

All Georgia Excluding Abkhazial 
TOTAL AREA (hal 6.949,400 100 6.083.300 08Agricultural land: 2,977,200 43 2,751.600 40 

,eArabia 795,400 11 750,400 11
Perennial 3Ji,300 6 289,100 4Pasture/Hay 1,859,600 27 1,732,200 25Other land. 3,972.200 57 3,331.780 48Forests 2.750,000 40 2,260,000
Mountains, urban land, etc 1,222,200 17 

33 
1.071,780 15 

POPULATION 6,500,000 6,300,000
Population density 79 per sq. km 87 per sq. kmRural population 2,420,000 144%..f total 2,620,000 147.8% oftotal 

populatlon population) 

UVESTOcNUMBERS, 000 Late 80'1 1994I)(estimates) Total" IPrivate I Total Pivate 

CattUe 1,200 800 1,000 850Pigs 700 600 450 370Sheep and goats 1,i0 700 1,200 700
Poultry 20,100 5000 6,000 5,000

1992 1993 
PRODUCTION (estimates) 
 Total, Private Average Total.0O00 tons Isector, % I yield,tlha 'ln 

Anpual crops 
S CerealsWheat 206.4 0.9 1.8 n/aBarlUI*e44I 80.8edgy 2.8 1'.8 n/a0 Zc. oats 10.8 2.8 1.1 n/aMalze 220.0 84.9 
 0.9 200.0po"4 Aye 1.2 0.0 1.3 n/aSub-total cet.als 519.2 
 37.3 1.6 440.0 

Bean. 7.2 89.2 0.3 n/aSugar-boat 25.6 0.0 17.1 n/aSunflower 8.1 0.0 0.7 6.0
Potatoes 255.3 65.2 10.0 190.0

Vegetables 308.3 98.2 7.7 270.0
 
Tobacco 
 0.4 15.5 1.2 n/a
 

Perennial fruitst,-1 1 i':u.
- Seed 21.8 91.2 5.9 n/aStone 65.3 95.5 3.1 n/a

Grope. 328.4 71.2 4. 1 n/aCitus 138.1 87.0 10.4 n/aOther 68.7 99.7 3.2 n/a 

Tea (green leaf) 146.3 27.8 4.4 n/a
 

Meat 176.9 78.1 128.9Milk 469.6 82.2 1.5 It/cowl 393.9Eggs (nIllions) 297.3 '63.0 138.0Wool 4.0 62.5 2.9 
1
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FINANCIAL INDICATORS 

Estimated National Product" 
of Georgia In 1990-1991 

Red. I 1990of".advty 1991 

Agriculture 5,199 22.6 6,630Agro-food Industries 4,621 20.5 
Agricultural machinery Industry 

19.7 6,952 21.4
63 0.3 53 0.2Fertilizer Industry 123 0.5 302 0.9 

Subtotal all agriculture 9,896 43.1 13,937 43.0 

Other sectors 13,073 56.9 18,483 57.0 

All Georgia 22,969 100.0 32,420 100.0 

0Soc: Booo-Econo CommitteecJo 


Currency Rate 

Date US$ Roubles Coupons
 

1.07.91 1 60
 
1.01.92 
 1 100
1.01.93 
 1 420

1.04.93 1 700 
 700
1.06.93 1 1,050 6,0001.09.93 1 1,100 12,0001.01.94 1 1,200 90,00028.03.94 1 1,800 376,000
8.04.94 1 1,78011.04.94 410,0001 1,780 420,00015.04.94 1 1,800 630,000

26.04.94 1 1,810 900,00011.05.94 
 1 1,900 1,000,00013.05.94 1 1,910 1,000,0009.06.94 1 1,940 1,000,00019.06.94 1 1,970 1,000,00029.06.94 
 2,020 1,000,000 

1±4407/iO4 
Page I 
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GEORGIA 

AGRICULTURE AND FOOD SECTOR REVIEW 

AIDE MEMOIRE 

I. INTRODUCTION 

1. A World Bank Mission visited Georgia between September 3 and September 24 1994, within the 
framework of the Agriculture and Food Sector Revidw of Georgia. The objectives of the review were: 

a. 	 to assist the Government in implementition of an agricultural strategy and policy reform 
program to transform Georgian food and agriculture into a more productive market-based 
system; 

b. 	 to broaden the Banks' understanding of Georgia's ag-iculture and food sector, including 
environmental aspects ar.the Government's agriculture policy beyond the information 
gathered and the analysis carried out already; 

C. 	 to provide a foundation for the formulation of Bank sectoral lending operations for 
supporting the transformation of Georgia's food and agriculture sector, and for the 
forthcoming rehabilitation loan preparation regarding critical agricultural policy issues; 

d. 	 to facilitte donor coordination by identifying high priority food and agriculture related 
technical assistance activities. 

2. The Mission, headed by Mr. Csaba Csaki, consisted of 7 experts. Mr. Geoffrey Fox, Chief of 
the Natural Resources Management Division in the Bank joined the mission during the last few diys of 
its stay. The Mission members and the specific areas of responsibility are listed in Annex 2. The 
agriculture and food sector review Isorganized as a joint effort of the World Bank and the Government 
of Geo'gia. The Georgian Ministry of Agriculture and Food Industry was the main contact for the 
Mission, facilitating the Mission's work with other related ministries and agencies, organizing field trips, 
and providing technical support. All the assistance received from the Ministry of Agriculture and Food 
Industry and other Georgian institutions is highly appreciated and special thanks are extended by the 
Mission to all the Georgian counterparts. At the final meeting held on September 20, 1994 the Mission 
briefzd the-relevant Government officials on its activities and tentative findings. 

3. The major field work conducted by the Mission completes the first part of the preparation of the 
agriculture and food sector review of Georgia. This Aide-Memoire summarizes the initial findings and 
tentative proposals of the Mission, which will be subsequently refined through discussions and further 
analyses at the World Bank. The Aide Memoire is focused on policy recommendations and possible areas 
of the Bank financial assistance while technological observations and proposals and some details are' 
covered in Zhe attached annexes. Based on the work in Georgia, the World Bank team will prepare a 
comprehensive report for*the -Georgian Government and the World Bank. The study will be ready for 
discussion with the Georgian Government during the first quarter of 1995. The preparation of the first 
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lending operation, will start immediately as a, agreement is reached between the World Bankmanagemeni and the Georgian Government regarding the objectives and scope of the first operation. 

II. CURRENT STATE OF AGRICULTURE AND THE FOOD SECTOR
4. 

in 1991. 


Georgia was among the first of the republics of the former Soviet Union to declare independenceIt is a small country with a population of 5.5 million and an area of about 70,000 km 2 . It hasabout 3 million ha of agricultural land, including about 800,000 ha of arable land and 330,000 ha ofperennial crops. In addition, the country has substantial resources of forestry (40% of the total country).Agriculture traditionally has been one-of Georgia's most important sectors as the country's diverse climateand relatively good soils have permitted the cultivation of a wide variety of crops.that nearly one third of the labor force was Official data suggestsemployedagriculture to the net material product (NMP) 
in agriculture in 1993 and the contribution ofwas about 30 percent in 1992 increasing, accordingIMM estimates, to about 50 percent in 1993 (in constant 1990 prices) and to 87 percent (in current prices). 

to the 

5. In recent years substantial changes have taken place in land use and land tenure.a Government decree of January 1992, As a result ofdistributed for private use. 
over 50 percent of arable and perennial crop areas were 

but still operates on 
The state and collective farming system has undergone substantial changes,the remaining agricultural area, especiallyrestructuring have been more spontaneous than in most of the former Soviet Union (FSU).conservatism, fear of ethnic problems, and exceptional high population density in some parts of Georgia 

for tea. Lan" p'ivatization and farm 
Political 

slowed down land privatization, prevented legal settlement of land ownership issues and the completionof land reform. 

MalorDisrutionoftheProduction Systeem 
6. The agriculture and food production system has experienced a sharp decline in output since 1991.Following nearly 35 percent decline in 1992, agricultural production further declined by more than 42percent in 1993. The sharpest declines
production. were recorded in horticultural and grain based livestock 
is expected 

Projections for 1994 show some signs of recovery in primary agriculture. The overall output., increase by about 10 to 15 percent, mainly as a result of increase in the grain producingareas (mainly maize) and increased livestock population in the private sector (cattle, sheep and goats).Notwithstanding a substantial early contraction in production, primary agriculture remainscurrently viable functioning production sub-sector in the Georgian economy. 
the only 

7. Some of the subsectors are having serious difficulties due to loss of markets.production has the most immediate problems. Among them citrusA reasonable harvest of about 200,000 tons is expectedthis year, commencing in the second half of October. Domestic demand accounts for about 20 percentof production, whilst another 20 percent cart be processed. The prospect for fiding markets for theremaining 100,000 tons is very bleak due to the fact that neither routes nor adequate transportation seem 
no experience in marketing 'Citrus outside the region. 

to be available to deliver the products to tde traditional FSU markets. Further, trading organizations haveImmediate technical assistance is needed to helpthe country to find solutions to the problem. 

2 
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8. The food processing sub-sector is in a deep and unprecedented crisis. According to missionestimates the output of the subsector in 1994 will be only about 10 percent of the late 1980s level.elements of the food processing industry, such Some as meat, vegetable oil, sugar and confectionery hasvirtually stopped operating. Exporting industries, such as wine, citrus and tea, are operating at about 10to 15.percent capacity. 

The Emereinly ynteSector andRublelization of the Domestic Food Market 
9. Although private agriculture is operating under legally uncertain land ownership, its activities nowplay a central role in primary agriculture. Private farmers, produce mainly for their own consumption,their surplus production becoming the dominant.source of domestic supply, with the exception of bread.There has been a recovery of grass-based livestock throughout the country and private cattle ownershiphas tripled in some areas. According to some estimates,and sheep population. there has been an overall increase in the cattleThere has beena move toward production of grain, mainly maize, at the expenseof perennial crops. 

10. The domestic market for-food and agricultural products has undergone major changes. Thetraditional state procurement system has alitost totally disintegrated. The State still tries to maintain asystem of state orders for state owned companies and offers fixed coupon prices to producers. As a resultof delayed payments and increased depreciation of coupons, even state owned fanring enterprises havebecome reluctant to deliver their production for state procurement. The mission believes that,summer of 1994, coupon-based state procurement had been able to attract 
as of the 

total primary agricultural output. no moze than 10 percent ofPractically no deliveies were made by the private sector. 
11. In parallel with the collapse .of the state procurement system, private marketing of food andagricultural products.has become dominant. This market is basedintervention. on the Ruble, without GovernmentPrices are determined in supply/demand interactions and seem to be transparent throughout
the country. Transportation difficulties,.,insufficient protection by law enforcement against organized
crime, and underdeveloped physical structures of markets represent serious impediments to trading of
private agriculture products. However, 
 this market offers private agricultural producersalternative for disposing of their products. 

the best 

The ain ator Undezlvl 2 the Pres t Difficulties In the At"iculture Sector 
12. Georgian food and agricultural. production has been hit hard by the collapse of the Sovieteconomic system. This country, which was the only supplier of chrus fruit, tea and a major supplier ofwine, horticulture and fruit products inside the Soviet Union, has now virtually lost that market, at leastfor the short term. At the same time the supply of vital inputs to agriculture has been interrupted.Recent political difficulties aggravated by ciil war, prevented the country from finding alternative
markets. 

13. The lack of a macro-,economic stabilization policy is a very serious impediment to recovery inagriculture. In the absence.of a functioning domestic currency in the sector, relationships betweenproducers and processors are difficult to r*e-established and further growth in private agriculture remainsconstrained. Rampant inflation, a very weak fiscal position, corruption, no possibilities of credit 
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assistance to banks or to enterprises, create an economic environment in which a formal legal agriculturaleconomy cannot fully develop. 

14. The lack of macroeconomic stability and external markets is turning agriculture into an informaleconomy, which operates in rubles mainly through barter operations, having a premium towards on-farmconsumption with surpluses going to domestic markets and little to exports.
extraordinarily'igh transactions Such conditions imply
costs which, unfortuntely, given that (a) historically agriculturalproduction has been highly tradeable internationally, (b) it is spatially dispersed and thus highly dependanton effective transport services, (e)it is predominantly organized around small economic production units(except for tea arid citrus plantations). Ifotlier words, vis-a-vis most other economic sectors, theGeorgian agricultural economy must be paying an exceptionally high price in terms of efficiency lossesdue to the extremely unfavorable economic environment. 

15. Present problems are also related to Government poliLy toward agriculture and its sub-sectors.In general, Government maintains its efforts to preserve some ot L: remaining elements of the central-planning system, such as state orders and price controls. The Governi&.-nt's inability to finalize landlegislation and to implement a clear and effective privatization strategy in processing and marketing alsohave adverse consequences. The agriCtiltual administration is still focused on the traditional state andcollective farming organizations, whilst the private sector, which provides the bulk of production, doesnot receive enough attention and support. 

16. The export sectors are impacted negatively by a strong anti-export bias in'Georgia, including: (a)the foreign exchange surrender system, equal to 32 percent of their foreign exchane rcturns; (b)a systemof state orders and procurement, which is closely connected to Georgia's trade agreements with otherrepublics of the FSU; and (c) explicit export taxes. The major activities affected by these conditions aretea, citrus, and wine, although the latter has more flexibility as it can turn to on-farm processing (i.e. isless dependant on processing by the agro-industrial plants). Although in principle requirements for anexporters surrender system is not a tax, in practice, however, it results in a large *Implicittax because ofdelayed payments in non-cash coupons. 

IM.SHORT AND MEDIUM TERM STRATEGIES 
17. As present economic and trade difficulties have led the country to turn towards supplying thedomestic market rather than towards export potentials, it is fully understandable that this objectivedominates the thinking of policy makers at present. Justifiable concerns regarding a secure domestic foodsupply should, however, not result in overall self-sufficiency orientation. Efforts to increase the levelof food self-sufficiency as a short term straiegy are justified only by the current situation. The negativeimpacts of short-term emergency adjustments upon the potentialcompetitive, food and agricultural system need to be minimized. 

to create an open, internationally
The ultimate objective should be theintegration of Georgian agricultural production and processing into international food markets. Thisrequires the creation of an open food economy by fully utilizing the potential comparative advantages ofGeorgian agriculture. The recovery of food and agriculture should be driven by market forces andmarket opportunities and not by illusions to return to production levels and structures of the Soviet

period. 

4 
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18. In tie short term, production increases in grains, cattle and milkdomestic food supply. Changes in prices at the farm level should be allowed 

are essential for improving 
so that producers will respond. to reflect this advantage,The conditions outlined will continue to turn farmers away from thetraditional horticultural products of Georgia and limit the number of products available for export. 
19. In the longer term it will not be. economically efficient for the country to produce all the foodrequired for domestic needs. Domestic radowments and traditions favor labor intensive horticulture,production of vegetables, viticulture, with livestock production suited to domestic feed resources providedby higher altitude pa:,tures and meadows. 
include: rehabilitation 

Longer term adjustment for field and horticulture crops shouldof irigction systems '.ompatible with private farming; privatizationmodernization of processing; and iztroduc ion of techniques to improve product quality. 
and 

sector should continue .. The livestocko remain a supplier mainly for domestic markets. Local feed availability providesa basis for recovery in .atte, sheep, and goat husbandry. There is no alternative for grain based pigand poultry production other than fin'her contraction beyond what has alreadyadjustments will be fdilitated by.! taken place. These 
Later, production in these sub-setomr 

ing pork.and roultry prices reflect international prices of grain.might recover as private sector activity improves and the domesticeconomy and personal incomes begin to grow. 

20. In the long teim, Gcorgia deflintely can be a significant agricultural exporting country.:xist for improvemznt oi efficiency and production increases 
Potentials 

eccriomic environment becomes raore supportive. 
under private ownership as the overall 

is The privatization and rehabilitation of agro-processingan ;rpportant precondition for any sizable food and agricultural export to developed markets. Thetraditioual products of the country, such as citrus fruits, tea, wine, canned vegetables, and fruits providea good starting poit. Improvement in production efficiency andinternational trade, however, a more active participation inshould be guided and managed by the private sector, supported byappropriate government policies and infrastructure. 

21. In the emerging market system the Government cannot, and should not, directly engineer therecovery and growth needed in Georgian agriculture, even if it were to have at its disposal greaterresources than are currently available. The Government needs only to provide an enabling environmentand to permi enterprises/farms to be the decision makers to create growth themselves in the agricultureend food economy. The key components of further reforms in Georgian agriculture are therefore: a)macro-economic stabilization; b) creation of a p-oper incentive framework for farmersmotivation for.development that provideson the basis of.the right (o retain sizeable farm profits; c) continuation andcompletion of land reform; d) consolidation ofprivate farms; e) reform in agro-processing, input supply,production services, and input markeft .that creates reliable input supply and competitive markets forfarm products; anid f) further regulatory reforms establishing the framework for a working market in foodand agriculture. 

IV. PRIORITIES 
22. The most immediate priority is to develop, and to agree within the Government a comprehensiveset of policy actions to complete reforms in agriculture. This program, whatever its elements, must beconsistent and coordinated with the overall program of stabilization and privatization. In the absence of 

5 
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a credible program of macroeconomic stabilization it is hard to envisage any sizeable recovery in the 
sector. We recommend Government focus ihs actions in the near future on the following: 

- creating a new incentive system for agriculture; 

- completing land reform and supporting emerging private farming; 

restructuring the agriculture supply, distribution and service systems; 

deinonopolizing and privatizing agro-processing; 

•
redefining the role of government in agriculture and restructuring public administration 
of agriculture; and 

adapting agricultural technologies according to changes in farm ownership and 
management. 

Creatin! a New Incentive Framework for Agiculture 

23. External Trade Policies. For a relatively small economy such as Georgia's, a primary goal ofits economic strategy should be to maximize its comparative production advantages and integrate itselfinto the world economy. The alternative, a strategy favoring highly diversified inward-orientedagriculture, would result in proportionally large economic losses. To achieve trade integration will requirea relatively open trade regime, not merely with respect to the FSU but to the rest of the world. Georgiamust begin to expand its exports to third countries. This will have to be accomplished by an explicitcommitment to letting price signals (domestic vis-a-vis border prices at the appropriate exchange rate)become a vital link with external market conditions. It is submitted that, in the long run, there is greatpotential in Georgia's agriculture to become a competitive exporter of a variety of high value productsif the right policies and necessary institutional changes are successfully implemented. 

24. It is recognized, however, that during transition to an economy with well-functioning markets,it is critical to preserve the inter-republic trade which currently represents Georgia's largest trading base.For agriculture today, the FSU is by far the -major receiver of Georgia's agricultural exports.Unfortunattly, the current. breakdown of traditional trade routes and lack ot alternative marketingchannels, and.the virtual collapse of most of the domestic agro-processing industry tormerly exporting,suggest a.bleak outlook for the agro-industrial export sector in the near future. How I.ojump-start these
trade flows is a major challenge in the short-term. 

25. On the import side, Georgia maintains an import regime which is relatively open (uniform 2 %duty and no import quotas), and firms are free to import if they can find the means of making payments,in rubles or dollars or in goods. .Yis-a-vis some other countries, this open fimport regime is of greateconomic advantage to Georgia's export sector - including agriculture. The alternaive, protection for theimport competing domestic sector would defacto result in an implicit tax on exports, directly by raising 
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dte cost of intermediate inputs, 
 and indirectly by loweringsuggested that Georgia remains committed the coupon/dollar exchange rate[. It isto this open import policy,pressures likely to emerge for .higher tariffs on imports. 
and that it does not yield to 

26. On the export side, restrictions on exports are pervasive and constitute major impediments forthe development of.a dynamic export sector. Major reforms are necessary. Today, a substantial part of
Georgia's exportsfrom agricultural related products is governed by bilateral treaties between Georgia andother FSU republics. These treaties were a mean to restore the inter-republican trade which has brokendown. These treaties should be viewed as strictly transitional, and should allow maximum flexibility tothe export enterprises to negotiate prices and-orient.their exports world-wide. 
27. As mentioned above, Georgia's exportsector is faced with a strong anti-export bias, in the formof export prohibitions and license, a s stem of state orders and procurement, explicit export taxes, andforeign exchange surrender requirements. In practice, export licenses can be required for all exportedgoods, whether listed or.not. This is a very restrictive policy which creates economic uncertainty and lack-oftransparency, and inhibits the development of export channels by the enterprises themselves. Whilein the past export controls played a role in order to implement domestic price controls, the currentliberalization ofdomestic prices makes th.9 airgument redundant. 'ihe other argument for state orders was to comply with bilateral trade agreements. During the transition, until state orders are eliminated, exportlicenses should be restricted to w',ds that remain under the state order system and for specific goodscovered under bilateral trade arrangements; licenses should be automatically granted after the quota isfulfilled, and export licenses and.prohibitions should be removed for the remaining goods.

28. In addition, exports to non FSU countries are subject to a 8 percent tax. As it is most unlikelythat Georgia has any monopoly in Its foreign export markets, the only argument for retaining this tax isrelated to fizcal revenues; The removal of this export tax should be considered in conjunction with thegovernment's current fiscal reform and price deregulation that should result in a healthier fiscal position.
29. The fcreign exchange surrender requirement needs to be revised to eliminate the implicit "exporttax" that results from its practical application. Considering Georgia's foreign exchange needs, thesurrender scheme might be inevitable during the immediate future. However, during this period, exportersshould be allowed to retin full control over their earnings until the coupons are actually reimbursed tothem, and the restrictions regarding the convertability of coupons to cash should be gradually removed. 

30. The government should decrease and eventually eliminate the quotas that agricultural-relatedexporters are required to sell under the state order system. During the transition, the government shouldadjust its procurement mechanism.for goods under the state order system so as to offer market prices forthese quotaproducts. Reduction and eventual removal of subsidies on energy supplies should have a favorable fiscal impact but will result i a substantial increase in production costs, making the priceadjustments for quota products. even more necessary. This is particularly importantprocessing export sector. 
for the agro­

1 For the economy as awhole, if the Government were to raise import dudes, this would result ina reduction in theOverall demand for imports, which, in turn, would reduce the "coupon/dollar" exrL.nge race. 
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31. Difficulties regarding payments arrangements and uncertainties about currency values have ledproducers to an increasing reliance on barter trade and bilateral agreements. A failure of macroeconomicstabilization would impose an extremely heavy burden on foreign trade transactions, severely affectingthe normal supply of intermediate inputs and 
an export-oriented 

raw materials, as well as generating great uncertainty forsector such as agriculture. All things considered, macroeconomic stabilization is themost pressing need for the development of an economically efficient structure of incentives for agricultureconducive to recovery in agriculturargrowth. 

32. Domesticvrice interventions fo, a criculture. In the long-run, the main force influencing thestructure of incentives foi agriculture in any country in the world is the external trade and foreignexchange regime of a country. This is because agriculture is a highly tradeable sector, particularly inrelatively small, economies such as Georgia.: By structure of incentives we mean the domestic relativeprice structure for agriculture vis-a-vis the rest of the economy and vis-a-vis foreign competition. It iscrucial to recognize this simple fact, and to avoid falling into the trap that by tinkering with direct,agriculture specific price interventions, the government will be able to have asustainable influence onrelative prices (e.g. incentives) for agriculture. It could do it only at an enormous fiscal cost to theTrmury, whiGh b not in 1Mof1thS .poibility for 1h ,goigia
0hS o.arnnntof in(1 Tores&alFl ..."
 future. 

33. For agriculture outside the export subsector, a very important positive element of the presentsituation is that there are no direct price interventions on agricultural markets, other than the subsidiesfor bread and milk , which are in the process of being dismantled. The absence of direct interventionsin agricultural markets for the non-export products have facilitated the resurgence of a dynamic privatemarket for domestically traded agricultural products. This is, for example, the case of meat, vegetables,some grains, wine outside the export orders systems, and others. Any effort by the government to try tointerfere directly in these essentially private informal markets would be counterproductive for their futuregrowth. They have enough problems dealing with ahigh rate of inflation, input shortages, getting throughroad blocks, fuel shortages, and the lack of adomestic currency. Moreover, the experience of agriculturalprice policies in most countries, in both developed and developing countries, has been that even undermore "normal" conditions, they have failed miserably with respect to their initial objectives. This isnotan experience to take lightly. 

34. We strongly recommend that the Government of Georgia abstain from becoming involved indirect agricultural price policies, that is, in sector-specific price interventions. On the one hand, becausethey are not powerful enough to counteract the influence of price and foreign exchange policies, exceptat avery high fiscal cost. On the other hand, because price policies are an inefficient instrument to dealwith social objectives, such as income transfers to particular segments of the population. The social safetynet to protect the most vulnerable segment'of both the urban or rural population - unquestionably a mostlegitimate goal for the government - should not be aburden on agriculture. It should be covered by theoverall economy through direct subsidies from the Treasury. The key to deal with prices of tradeableinputs and final products should be determined by the trade and foreign exchange regime, and not bysector-specific price policies. 

35. .I[j9.&. Agricultural taxation is also part of the incentive structure. The paradigm in the longrun is to have atax system which does not discriminate across economic sectors. A uniform value-addedtax and a standard profit tax system across all economic sectors should be the norm. However, 

8 
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considering the practical difficulties of implementing such a tax system inother countries), a reasonable option is to develop aland tax system 

Georgia (as well as in many
-a profit tax system -	 as a proxy for a value-added andwhich would allow the. government to capture a fair share of the profits fromagricultural production and processing firms. What is fair, in our view, is a non-discriminatorytaxation at the margin. Although no precise rate of 

principles 
ates of taxation can be -uggested at this stage, the underlyingare simple. The assessed tax rate on land should try tu approximate what would be the sumof the value-adad tax and the profit tax rate for small firms in the non-farm sector. 

Completon or Land Reorm ndI of PrivateFann 
36. 	 The completion of land reform is one of the most pressing issues of the sector. This shouldinclude: (a) legal settlement of land ownership; (b)completion of land privatization; (c)and lease market; (d) real restructuring of large scale 	

creation of a land
farming; and (e) measures to support privatefarming and establishment of farmer's service cooperatives. 

37. Legal Settlement ofLand Owneslhii. Distribution of land has taken place without settling thelegal framework of land ownership. Legally all land is still owned by the state. Private farmers haveno clear defined user and owner rights. The legal settlement of agriculture land ownership is one of themost pressing needs to facilitate further development of the agriculture sector. A draft land law is underconsideration by parliament, however, the time and the final outcome of the parliamentary decision is notclear. It is recoimmended that a land law be legislated with the following provisions: (a) creating fullunrestricted ownership of agricultural land with the right to sell and inherit; (b) providing land alreadyin private use to farmers as their own property; (c) extending privatization to the remaining agriculturalland or creating a system of long term leasing with the right to sell it. Any restriction on user rights, suchas a moratorium on sale/lease markets, will impede agricultural development. 
38. Completionof LandPrivatization. Based on the new land law, land privatization should becompleted: (a) land should be provided for private use and ownership based on the principles of the 1992Land Privatization Decree in those areas where land distribution was 
not done or completed. Present
conditions should allow proper procedures of distribution; (b) land ofstate and collective farms and largescale plantations 
 should be privatized in the overall process of large scale farm restructuring and
privatization; (c) only land for agricultural research and experimental farms should remainownership at the end of.the privatization process; (d) pastures should be transferred 

in state 
to municipalownership and. used in an environmentally sustaim.ble way; (e) major infrastructural facilities suchwater reservoirs and canals supplying multiple users should remain in State ownership. 

as 

39. Land ndLeaseMrket. A market for land should be established after the land law is effectivetogether with creating necessary regulations. Market agriculture cannot function without a land market,but overall environmental and social objectives require land market regulation as well. Land registrationoffices and cadastral surveys are-requird immediately to facilitate the establishment of the market wherebuyers and sellers could meet and trade title for land. Development of acommercial banks 	 land market will permitto accept land as collateral for investment and working capital loans and, hence,provide an essential element in the development of market based agriculture. 

9 
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40. Unless very early steps are taken to create a modem property registration system by reorganizing,equipping, and training property registration offices in each rayon for all real property, urban and rural,the advantages of a market oriented economy will be difficult to realize. As time passes, unclear propertyrights will mean that the marketability of land will decrease, mortgages will be difficult to acquire, andthe likelihood of conflicts over ownership and boundaries will increase. The security of tenure requiredfor the level of investment that the country needs will be difficult to achieve. Moreover, without asystematic aid comprehensive system for incorporating changes rights, presentin the extremefragmentation of land holdings will remain a constraint on theconsolidation of landownership throughthe land market and thereby on the abilities of the farmers to take advantage of economies of scale. 
41. The mission proposes that a Land Market Action Plan should be programmed with the following
objectives: 

i) 	 to create as soon as possible a modern property registration system to record, display and 
protect rights to real property; 

ii) 	 record as soon as possible the newly created property rights as well as public rights toreal property in this system; 

fii) 	 Establish programs and institutions of a land market which will support: a) the accuratevaluation of real property; b) improvement of information about the supply and demandfor land in the market; c) land use zoning to guide urban and rural development; d)preservation of agricultural land; e) access to the land market by capital poor families. 
42. 	 New Farming Structure. Decisions regarding further restructuring of large scale farms shouldbe made by farmers, and the newly created stnctures should remain open to amendment or change (evendissolution) as decided by the owners. 
 It is not possible to predict precisely what structure of agriculture
will emerge and what the mix of larger and smaller enterprises will be, nor is this the key issue. In allprobability+ there will be a mixture ofsmaller, family farms, larger corporate-type faming and variationsof cooperatives and looser associations emerging out of the existing large scale farms. However, in allcases, the key to creating an efficient structure is the clarity of the definition of ownership rights, the lackof restrictions on use (except for environmental regulation), and the efficiency of transferability of titles or leases to the more efficient farmers. 

43. 	 The private 	 farming sector is expected to evolve gradually from subsistence farming tocommercial oriented farming as farmers gain experience and accumulate capital, and as the input andoutput marketing systems improve.
it can be expected that farms may 

However, even with modest growth in number of commercial farms run Into financial difficulties within the firstformation. 	 few years of theirIbis will constitute a natural "weeding out" process and should not be regarded as a "waste"of resources. More important, it should not be considered a reason to expand government subsidizationof agriculture in general or for newly emerging farmers in particular. This would only lead to thecreation of a new class of inefficient, dependent farmers. 

44. 	 Promotion of Priate Farming. Support of private farming should have high priority. The mostimportant measures, for promoting viable independent family farms include: (a) a competitive landmortgage system for financing investments, including purchasing equipment well asas land; (b) a 
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competitive bank credit system for financing investment and working capital; (c) development ofcompetitive input and output markets; (d)development of infrastructure, transportation, roads, and publicservices; and (e) individual farms should not be limited, insize or system for private transactions inland to be authorized. 

45. Role of FarmerCoorative. In Western Europe 60 percent of agricultural marketing and 30percent of rural fiuance is handled by cooperatives. In Georgia, however, cooperatives havereputation, because in the past the idea of cooperation had been miisused. 
a poor

cooperatives are established by independent 
Genuine agricultural servicefarmers for -the purposemarketing, processing of agicultural produots and .related 

of jointly purchasing inputs,
services. Georgian farmers have bothdesperate needs and significant potentials for establishing such cooperatives.of farmer cooperatives in Georgia requires two measures: 

However, the development
(a) the development of a legal and policyenvironment conducive to the establishment and operation of these organizations, and; (b) the activepromotion of these forms of self-help organizations. 

*Restrueturin2 the ltura uD1 andDistributionSstem 

46. The recovery of the agriculture sect6r,:the growth of commercial and private farming will dependupon the development of the farm support sector- material/technical supply, agricultural services, andmarketing of agricultural commodities. Without the establishment of competitive markets for inputs andoutputs, farms will remain dependent on local authorities. Rapid demonopolization of input supply and
product marketing systems should..start immediately, beginning with privatization of small shops, and
encouragement of the creation of other-private marketing channels, including commodity exchanges,
private transport companies, and serice and marketing cooperatives. 
47. ExpandingMarketFacilitis andServices. A private-based commercial system is the mostsuitable way for supplying inputs and machinery services.created soon A network of farm supply shops should beby privatizing the existing network andDevelopment of private retail, 

by promoting estiablishment of new firms.wholesale and input supply trading systems for agricultural productsrequires: 

0 privatizing existing state and municipality owned foodpresent managers and workers, 
shops by lease or sale to thewithout restriction on the resale of facilities andequipment; 

* .promoting and encouraging private sector entry at the wholesale level; 
• 
 designing programs and timetables to privatize or restructure and divest larger enterprises

operating at the wholesale and product assembly levels;
establishing a legal and regulatory framework to encompass:regulations; (b) competition policies; (c) corporate law, property 

(a) anti-monopoly 
law, and contractenforcement; .and (d) legislation (and its enforcement) related to quality standards; 

strengthening supporting. services, notably: (a) price and market information; (b)technical assistance and training services; (c) financial services to assist in establishing 
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new businesses or rehabilitating existing enterprises: and (d) food inspection and
phytosanitary standards; 

facilitating investments in a new market structure including: (a) improved physical
facilities such as auction halls, city markets, regional cooperative packing and gradingfacilities, and transportation equipment; (b) increased market information services; (c) anenlarged commodity exchange; and (e) commercially based export marketing
organizations. 

48. Extension and Advisory Services. The breakdown of the state order and the collective and statefarm system has increased the need for information services and farm management advice. New privatefarmers will have to learn the.skills associated with organizing and running cooperative endeavors. Thebasis on which to build a modem agricultural extension service exists. There are large numbers of welltrained, experienced agricultural specialists. In addition, there are the other formal and informalinformation communication channels such as TV and radio, farmers clubs, associations, local governmentinstitutions, schools that play some of the traditional functions of extension. Approaches to extensionand research would emphasize the shift from existing specialist technological approaches to systemsmethodologies developed within the disciplines of the market economy, with the express purpose ofaddressing overall farming system improvement. Existing heavily-staffed government research andtechnical services should be rationalized, with special training provided. Agricultural, veterinary andcommercial education would be adjusted to reflect these changes. Encouragement of the establishmentof specialist services for both smallholder and commercial producers would be directed to the private
sector, who would receive various financial and other incentives to alleviate the many risks involved in 
these early development stages. 

49. Financial Services. Because of the high inflation rate, it is not possible for the rural financialsystem to function properly. Deposits are difficult to mobilize at the present highly negative rates whileloans weuld not be acceptable at positive rates. The loan portfolio of banks has been severely eroded andthey are unable to even maintain the same level of lending in real terms especially since they have beenused 'to lending government funds which not related towere financial or economic considerations.Mobilization of new resources by the banks would depends on the success of the stabilization program
agreed with the IMF. 

50. A possibility which should be explored is to provide credit under any of the following options:(a) local currency loans indexed to the price of a basket of agricultural commodities; (b) local currencyloans denominated in dollars; and (c)'hard currency loans particularly to enterprises which would needto import.equipment and would generate foreign currency earnings.
51. In the meantime, some initial work can be done in reforming the rural financial system.Technical assistance should be provided to Agrobank in establishing a capability for retail lending toprivate farmers, auditing, business planning, reorganization, credit criteria, lending procedures,accounting systems, etc. In addition, the legal framework should be established and a program toorganize local savings and credit societies should be initiated utilizing private sector volunteers. 

52. By completing ffe on going privatization Agrobank should achieve independence from thegovernment by increasing the participation of the private sector in its equity. The bank should implementa business plan, increase savings and time deposits, and expand lending to all types of private rural 
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enterprises. A national cooperative bank should be formed to serve as 
the apex bank of savings andcredit societies although these societies should be free to invest in. Agrobank or any other bank.Technical assistance to such a cooperative bank could be sought from cooperative banks in the West. 

53. The development of the rura financial system should support the banking sector reform program..It is recommended that the lending of Agrobank be linked to international standards which establish aratio of about 10 percent between equity and risk assets and that a policy of provisioning based on qualityof the loan portfolio be adopted. Ultimately, the interest rate policy should be rationalized to ensure thatdeposit and lending rates are competitiveand that interest rate spreads adequately cover the full cost of 
banks. 

Privatization and Demon0Pollzz.tion of Food Proessin! 

54. Establishing a market economy with increased competition will lead to improvement of the agro­processing sub-sector, performance and functioning of enterprises and the market infrastructure.Consequently, the key priority is.to encourage, competition and to help the market function. This will 
be achieved by: 

" privatizing all state enterprises in the food chain (including foreign trade organization); 

" promoting the establishment of new private ventures and processing cooperatives owned 
by the farmers;. 

S implementing antitrust regulations and monitoring competitive conditions; 

• 
 reducing barriers to .entry by foreign firms by encouraging joint ventures; and, 

• improving general marketing services. 

55. The entire agro-industry subsector should be privatized. Existing monopolies should be brokendown into smaller concerns to promote competition. This should not be confined to the regional levelrestructuring but should apply to the organization of production activities of the enterprise. Under thepresent system there is cros-subsidization between different units of the agro-kombinats at the cost ofoverall efficiency. The conglomerates should be divided into profit centers capable of and allowed to 
operate independently. 

56. The Georgian Government has begun to privatize the food processing industry. The privatizationhas been implemented by using three techniques: (a) leasing; (b)auctions or competitive bidding; and (c)transformation into closed typo joint stock companies. Decisions regarding the method of privatizationis taken by the Ministry of State Property Manigement. Use of the leasing privatization technique hasbeen recently discontinued. The privatization process is proceeding relatively slowly. Out of about 300food processing enterprises,,. about 60 have been privatized so far. Most of the buyers representmanagement and employees and purchase values are surprisingly modest due to inappropriate valuationprocedures. Foreign investors have been virtually absent from the privatization process. 

13. 
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57. It is recommended to revise the present practice of food processing privatization along thefollowing principles: (a) a clear timetable saould be developed for privatization; (b) privatization shouldbegin with the most export-oriented companies and those with more modem technologies; (c) competitivebidding should become the major teclniqie of privatization in order to generate revenues for the treasury;(d) privatization through establishment of closed joint stock company form should be discontinuedimmediately in the competitive sector, such as wine, citrus processing and canning; (e)list of foodprocessing enterprises intended to remain in state ownership should be revised; (f) privatization shouldbe aimed to bring additional capital into the newly established company, therefore a non discriminatorylegal framework should be created as soon as possible. 

58. A system of modern accounting and auditing, capableenterprises needs to be adopted.* 
of clearly measuring profitability ofPublic enterprises not yet privatizedprivatization should apply this new system as soon as possible. 

or subject to immediate 
Private enterprises should also be obligedto conform to the new system because their tax liability should be determined on the basis of standardaccounting governing all enterprises. A modem accounting system will also provide management withinformation needed to make decisions on manufacturing activities, product lines and marketing channels. 

59. Special attention should be paid to the demonopolizatioi and privatization of the grain sector.Presently the state corporation of bread making and poultry industry is the largest state monopoly in thefood and agriculture sector, operating independently from the Ministry of Agriculture and Food Industry.This corporation carries all the feature of practices established under central planning and as an additionto the whole grain sector including milling and bakeries it also incorporates state owned poultry farmsand poultry processing factories. As such this organization is not consistent with the free marketeconomy and should therefore be dismantled as high priority. The grain corporation, firstly should beorganized into independent profit centers and then those should be commercialized and privatizedindividually. The units of the corporation need to be privatized independently in order to avoid changinga state monopoly into a private one. An action plan should be elaborated in the near future forreorganizing and dismantling the corporation, probably by using foreign technical assistance. Privatizationof bakeries should begin immediately while inefficient and non operating poultry farms need to be closeddown. The reorganization should cover grain trading as well, creating competition in this area. 

Adiutment of Public AdmiistratonIn A ricuture. 

60. The completion of reform in agriculture requires a fundamental change in the role of theGovernment in agriculture. Direct government intervention in the agricultural economy, asestablishing mandatory targets for production and/or delivery of goods and 
such 

central distribution ofinvestmilents and inputs must be ended.. The Government's role should be to establish the general rulesand to facilitate smooth operation of markets and independent business organizations. This role is no lessimportant than the previous one; however, it requires a different philosophy, as well as different meansand insti,'ions. The Government of Georgia needs make a high level commitment to changing thestructure and scope of government organization for management of agriculture. The overall principlesdriving this change should be: (a) the establishing of a single locus of responsibility; (b) dismantling ofthe current "agroindustrial comple." type governmental management structure; and (c) a simplificationof the structure of governmental organizations corresponding to the reduced role of public sectorresponsibilities in agriculture. 
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Adjustment orProduction Technoloics 
61. It is essential that government recognize the fundamental change in the country's agriculture thathas occurred with privatization of the former Kolkhoz farms. Small farmers now own most of thelivestock, much of the vineyards, a significant proportion of the deciduous fruit and much of the arablefarm land. Each farmer is therefore manager of a small, but complex, integrated farming system, whowill respond to market forces. Providing advice and extension to such farmers is very different tosupplying technical information to the former sovkhoz and kolkhoz specialists. The "new" farm familiesneed farm management advice based on fuiancial criteria and maximization of benefits to individual farmfamilies. Gone are the days of maximizing production at any cost. The skills to be developed byappropriate extension service have changed markedly. 

an 

62. Similarly the market-oriented farmer should no longer expect subsidization of inputs, not evenirrigation water, which in the past has been supplied free at considerable cost to the nation. The presentreality is that the state-owned Water Enterprises operating reservoirs, pump stations, diversion structuresand main supply canals are virtually bankrupt, and are no longer maintaining their infrastructure. Manypump houses are out of action and many components in non-functional irrigation networks have beendamaged. A charge for water payable by all users according to volume supplied, would fund the WaterEnterprises, and at least allow them to undertake basic maintenance. It is strongly suggested that a lawor decree be proclaimed making payment of water charges obligatory, not only by irrigators, but alsoby domestic and industrial users. Irrigators should group into small water users associations (WUAs),and accept ownership and full- responsibility for operation and maintenance of the part of the irrigationnetwork falling within their farms, and collect and remit water fees directly to the Water Enterprisedelivering water. A similar arrangement should apply in drainage areas. 

V. PROPOSED SHORT-TERM AND MEDIUM-TERM ASSISTANCE PROGRAM 
Georgia has embarked63. on a historic and courageous effort to transform its economycentrally planned to a market-.oriented system. from aThis reform will, under the best of circumstances, be along process accompanied uy economic, social and political difficulties.process is efficient and effective, and to minimiie the transition problems, 

To ensure that this transition 
essential. external assistance will beIn the agriculture and food processing industries the assistance most needed in the short andmedium-ternm would include: 

" food aid and critical inputs for agricultural production to avoid serious food shortages; 
* technical assistance to help formulate and implement a consistent transition program in

food and agriculture; 
development of -institutions and support facilities needed to implement the transition 
program; and
 
capital investments 
 for the development of competitive production, processing andmarketing. 
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64. 	 Technical Assistance and Institution Building. Many difficult policy, technical and institutionalissues are emerging during the transition and skills are generally not available in Georgia to deal withthem effectively. Technical assistance and training covering broad areas of food supply and agricultureare needed to facilitate the transition. The topics identified below are indicative only. In many of theseareas a number of multilateral institutions, governments and private organizations are already involved.But their support, in general, meet only a fraction of the need. Most urgent technical assistance 
requirements include: 

Land reform implementation: modem cadastre and reformland information 
system; establishment of a land'market and land bank; Western-type agricultural
cooperatives; and farmers training and demonstration farms. 

0 	 Competitive input and output marketing systems: auction 	 halls; commodityexchange; market regulations; food safety and quality control; market 
information system. 

." 	 Enterprise privatization: privatization strategy and procedures; pilot projects;
modem accounting'practices; management of corporatization, demonopolization
and privatization. 

Policy 	 analysis and policy development skills: reorganization of public
administration in agriculture; adjustment of statistical information services. 

Rural financing: modem banking practices; design of an efficient rural credit 
system; training and retraining of bank employees. 

Research, education and extension: concentrate on transfer of technology andadaptive research; design an extension system; design new curriculum; retrain
university personnel; retrain large scale farm technicians. 

65. 	 Bankassistanceprogram. Following the review and initial analysis of the agricultural and foodprocessing industry, the Mission will recommend to the World Bank management a short- and medium­term assistance program for Georgia to facilitate three objectives. One, to sustain agricultural and foodproduction under the present difficult and economic conditions: two, to increase export potentials andhard currency earnings of food and agriculture; and third, to assist the Government in the transformationof agriculture and food processing from a centrally planned economy to a market oriented, independentnational economy. The proposed tentative assistance program is subject to approval by World BankHeadquarters. It would aim at providing support for three crucial components of the transformationprocess: (a) privatization restructuring of food processing; (b)support for primary agriculture and privatefarm development; and (c) land reform implementation and institution building. 

66. It is envisioned that under the proposed Bank rehabilitation project, to be appraised in October1994. many of the key policy concerns raised above will be addressed. Based on the outcome of thatwork the Mission sees iwo alternatives for the first lending operation: Alternative one: support for anagriculture sector loan based on Government's agreement to asecond tier of agricultur'-I Policies fosteringthe enabling environment for the recovery of the sector. Such a loan would provide assistance through 
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the Government to accelerate land cadastre, titling and registration; investment in export oriented agro­processing utilizing modem technologies to improve the quality and range of products; support for thedevelopment of external and domestic marketing and rural financial intermediation services; development.of critical productive infrastructure and institutions. Such a loan would need to be phased in a mannerthat builds on the results of the agreement of the rehabilitation loan. In the absence of an agreement onmacroeconomic and key agricultural reforms, the prospect for lending under Alternative two are greatlyreduced. The Banc would only consider direct inv !stment in support of land reform and the developmentof land markets and in production systems whose performance is not dependent on macroeconomicstabilization and adjustment.program. 
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LIVESTOCK PRODUCTION 

I. ASSESSMENT 

Livestock Management and Productivity 

1. Present Situation. Since the collapse of state controlled agricultural production, theprovision of input supply, -processing and mailketing'services, livestock have become an essential elementin maintaining the viability of Georgian agriculture. More than 80 percent of Georgian agriculture is nowderived from smallholder private farmers largely dependent on these services, whichprovided from farmers' own resources and to a limited extent by the private sector. 
are now being 

With the loss ofbenefits and regular income, the recently privatized farmers, who compose about half of Georgia'ssmallholder farmers, lack the agricultural credit and have serious shortages of critical farm inputs suchas fertilizer and machinery hire. For this reason, livestock is becoming increasingly important inproviaing food for farm householders' d4ly subsistence, manure and draft power for crop production,and thereby, regular income for the purchase of food, fuelwood and other household items, and arelatively secure, readily liquidated asset unaffected by land tenure security provisions. 
2. In spite of a sharp decline in pig and poultry production in the past five years, due to lackof grain and other inputs, livestock production generally has declined far less than most other agriculturaland industrial production, thereby substantially increasing its relative contribution to the economy. Fromcontributing only 23 per cent to agricultural output in 1988, and about 7 per cent to NMP, it is estimatedthat livestock now in 1994 contributes more than 25 per cent to Georgia's NMP, a situation which isexpected to continue for at least the next decade. 

3. Mixed farming based on livestock and annual and perennial cropping on about 400,000smallholder farms can be expected to become the mainstay of the nation's transition ec inomy, withlivestock playing a predominant role. Previously adopted high input but largely economic livestockproduction systems should be abandoned and replaced with more traditional low input technologiespresently being adopted by the private sector. 

4. In 1989, it is estimated that 20"to 30 per cent of livestock were"individuals in the informal sector. raised by privateFollowing the transfer of state owned livestock to private ownershipby state employees and collective farm participants and the lifting of statutory limits on the number oflivestpck private indviduals could raise, individual private farmers raise more than 90 per cent ofGeorgia's livestock. 

5. State livestock ownership was faither reduced by the high slaughter rates and mortalitiesexperienced in the intensively managed pig and poultry enterprises resulting from lack of feeds andveterinary drugs and chemicals. Cattle, buffalo, sheep and goat numbers initially declined as slaughterrates increased in response'to farm household income needs immediately following privatization, but aresuspected now to be increasing as their value to smallholder farm enterprises becomes better understood. 
6. Although not officially recorded, it is estimated that about 20-25 per cent of Georgia's*livestock production before the collapse of the state controlled farming enterprises was derived from the 



AideMemoire Annex A 
A2
 

informal private sector. The low input tcchnologies of smallholder farming adopted at that time are beingcontinued in the expanded private sector, which now accounts for more than 90 percent of livestockproduction. Owing to the existence of this inf6rimal traditional livestock production system the transitionfrom state controlled production systems to smallholder production methods has been relatively fast andeasy as smallholder farmers readily grasp the traditional methods. 
7. The collapsed dairy processing industry was replaced by the cottage dairy industry, wheresmallholder farmers adopted long known cheese and other traditional dairy production technologies toadd value to their farm products and derive income-from their.sale in local markets.raised Rural householdsmore than their usual few chickens and an occasional pig, to take advantage of the availablehousehold scraps, crop wastes and other farm products to produce meat and eggs under a very low cost,
low input system. 
8. This is while poultry, pig and cattle operations on state controlled fanning enterprisesmostly coUapsed through the system failing to provide essential feedgrain and other inputs. Highproducing state owned poultry' aAd pig stckwere mostly slaughtered, while ruminant livestock capableof surviving tinder low input productionsys ems were transferred to the private sector. Although somehigh producing pigs mainly of the Landrace, Large White and Duroc breeds were also transferred, theirnumbers have further declined as shortages of subsidised, low priced feedgrainsincreased. and other inputsA small number of specialist private producers have established small piggeries with thesemodern breed pigs, to take advantage of an emerging high priced meat market. Such piggeries grow theirown feedgrains and pay international prices for other inputs. 

9. Generally, however, low input smallholder pig production is increasing as market forcesencourage farmers to grow some suliplementary feed to take advantage of underutilized farm lands andproducts such as damaged grain and crop and household wastes. Traditional pig breeds and their crossesare increasing in numbers as a result. 

10. As modem poultry breeds .are dependent on high input technologies, there has been arapid increase in the numbers of traditional household poultry since the change. Nevertheless, this hasnot been sufficient to make up for the devastation ofthe country's poultry populationto have declined from .20m in 1987 to Im or less by 1993. 
- which is estimated
 

unrecorded., no As household poultry is mostly left
official estimates have been made
traditional flocks in recent years. 

for the increase experienced in the numbers ofAs household poultry productivity is typically 25 per cent the level ofmodem poultry, the loss of poultry products in Georgia has been substantial since 1991. 
11. 
 In spite of this, with the loss of critical inputs and markets, overall crop production has
declined far more extensively than livestock production, which is now estimated to be increasing. Thecattle and buffalo populations are increasing in response to vibrant local markets for dairy products andmeat. Smallholder producers process their own and neighbors' milk into cheese and other dairy products.Sheep, previously raised primarily to produce wool and meat are now being more extensively milked,particularly as the local market forcarpet wools has all but ceased owing to the closing down of even thevestigial cottage Industry" through lack of wool dyes'and other critical inputs. Goatsincreasingly milked for local processing and consumption, although yields are 

are also being
low. Smallscale butchersare'emerging, who buy a small number of ruminant livestock for backyard slaughter and sale on roadsidesand in local markets. 
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12. In the immediate years ahead, ruminant numbers and production (cattle, buffaloes, cattle 
and sheep) can be expected to increase due to the strong local demand for milk and dairy products and 
because ninants are more'efficient cohvcrters of the domestically available, low energy, low protein
feedstuffs available, and of *resourcessuch as grass and herbage derived from the natural resources. 

FeedAvaiabili fomCOulvte. Frn andNatural Grasslands 
13. In the past, production of forage crops has received low attention compared with directly 
marketable field crops. In addition, cultivated forage and permanent grassland were much less subsidized
and received few input allocations
comparatively expensive feedstuffs. 

and research attention than the field crops, thus making themAs a result, heavily subsidized concentrate feed was overused, andforage technology was little developed. 
14. The country's grazing resourcescultivated lands including roadsides and perlurban lands, which 

are composed mainly of the unutilized 
in the valleys 

communities.- In the hills and mountains 1 grasslands around villages and settlements and on forest lands 

are grazed as common lands by localare also utilized as common lands, while the extensive grasslands in the mountainsvillages with traditional use rights over them, large areas areas being put aside as hay meadows to provide 
are managed by the

winter feed as under traditional grassland management systems.
15. However, since the wholesale transfer of ruminant livestockunmanaged overgrazing in the valleys and lower and mid hills areas 

to smallholder farmers,evidence of a serious soil erosion cycle is beginning to emerge. 
has increased several fold, andserious, and general degradation ofprotective forest areas near villages is increasing at an alarming rate. 

Gully and sheet erosion is becoming 

Azrieultur SuppgortServies. 

16. A-riculturalExtnI in. Although private agriculture, composed mainly of smallholderfarmers, contributed substantially to the large informal economy of Soviet Georgia, the state provided 
limited extension services to these fanners through about 1.000 specialist advisors located in 62 diatrict
offices countrywide. Specialist advisors*employed by processing fatojries such as wineries and fruit
 
canneries provided some advice to private producers, although this was very limited.
specialist technologists with little concept of the farm as a system, these advisors had little impact on 

However, by being
private farm productivity.

enterprises and research iistitutes for state employees 

Farmer and worker training courses provided by state controlled farmingmay have contributed in a small way to the
dissemination of technical information to the private sector. Voluntary farmer organizations, an important 
vehicle for the delivery of extension services to smallholder farmers, have not been developed, and will 
need to become a major focus in the development of a national government extension service.
17. Vt . . An enormousveterinary technicians veterinary staff of about 7,000 veterinarians andare employed in Georgia, of which 4,600 provide on-farm clinical and disease
control services to livestock producers through a network of veterinary offices at local, district, regional 
and national levels. 
inefficiencies 

There is a high degree of specialization among these staff which leads to considerablein the delivery of services.veterinarians With the collapse of theare continuing economy, skilled farm serviceto provide services for fees, in spite of the collapse of the veterinary drug 
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delivery system, and transportation shortage. Demand among farmers for these quasi-private veterinaryservices is said to be high in spite of the difficulties. A government monopoly, the Veterinary DrugCorporation presently imports all.veterinaiy products, with serious supply shortages being common evenprior to the present economic collapse. 

18. " Agricultural Rcs 
dh.. The number of research staff and facilities in the 25 researchinstitutes for agriculture vastly exceed the country's present requirements. The research activities of thepast have been too focused on specialised scientific and technical issues to be of much relevance to thepresent needs of private agri ulture, processing and marketing. 

19. Trainingand Euation. University level education in livestock is conducted at theZootechnical or Veterinary Institute, which provides university courses in both veterinary medicine andanimal science. Despite the serious shortage of resources, the quality of education has not deteriorateddrastically as would be expected, and students are graduating with a fair range of skills. However,.training is too specialized for the needs of a livestock industry operating in a market economy. Farmerlevel training which ceased In the 1990-92"period was provided by state farms and collectives,as various as wellresearch institutes, primarily'fdr informing state farm employeesparticipants. and collective farmMuch of the informationin'the farmer level training did reach the private smallholder
farmers. 

II. RECOMMENDATIONS. 

Agricultural Rcsearhand Extension.and Veterinary Services 

20.R..r .
 The large research infrastructure and large staffing of highly specialized scientists andtechnologists should be rationalized and approaches reoriented to the realities of a market economy.Research should not be done in isolation, the common
closely practice in the past, but should be coordinatedwith industry. participants. Reduction of facilities and a mechanism for livestock industryfinancing should be introduced. Emphasis'must now be given to the commercial significance of researchfindings and recommendations, requiring a broadening of the research base to include adaptive andsystems research as an.integral part of technology development. 

21. AzriculturalExtension Veterinary Services. With the majority of agriculturaldevelopment being dependent on improvement and upgrades in the private smallholder production systemand support of processing and marketing activities, the establishment ofeffective extension and veterinaryservices will be a major .lenent in strongly establishing the market economy process. Both should beprivatized, except those areas such as plant, veterinary and human health protection should be financedby the users, whether producers or the consumers. Various mechanisms for delihvcing information andservices to farmers should be adopted in the development of extension and veterinary services, althoughthe development of farmer organizations and linking extension to marke:ing and veterinary servicesshould be considered as important approaches. 
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The Provision of Machinery Hire. Transort Marketin. Credit. Input SuiySrvces and Other Essentialse ta 

22. Govermnent policies should support the development of all these services by the privatesector. 

Land sePannin evlomentof a Public Land sePolic 
23. The lack of suitable natutal resources management policiesovergrazing problem, and the minor disputes that are beginning to appear over the use of meadowlandsfor hay production. Land. use 

are highlighted with the 
management policies should be immediately formulated and a legalframework in which the policies would be applied should be established. The establishment of a land userights entitlement insument, which provides for security of tenure in environmentally fragile areas,should be introduced in the earliest possible time before irreversible environmental damage is done. 
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LIVESTOCK DEVELOPMENT 

Issues Recommended Measures Ultimate 

Short-Term Medium Term Objective 
Large scalc high input Cease operations Encourage privatepoultry. pig and.dazy 	 Establish comrn iajinvestment in commercialoprations ae intensive livestock 

intensive livestockunprofitable. 	 industry.
production preferably 
involving abandoned 
facilities.

Severe. shortage of inpts. Change to low ipu Encourage private Increased commerciallivestock production investment in the provision viability of livestockrcgimcs. of vital inputs, industries based on the 
adoption of modem 
technologies.Undeveloped technologies Adopt low technooogy

suitable for etomezclally traditional lvstock-., 	
Conduct systems research Establishment of
 
on livestock production
viable livestock production production methods, 	 commercially viablemethods under localoperations, 	 livestock industries
farming conditions, suitable for local 

conditions.little or no dissemination Raise livestock for Establish agriculturalof information to 	 Increased commercialsubsistence and the supplyindividual livestock 	 extension and veterinary viability of smallholderof known local markets, services. livestock production.producers on improved and adopt low technology,production methods, low ku traditional
available services and livestock raising metod.
 
markets.
 

Lack of small scale Process milk in the home, Support the private sectorprocessing equipment, 	 Establish highly
in making small scale food specialized dairy product 
processing equipment producers for supplyingavailable. local and export niche
 

Undeveloped fodder markets.
Adopt low input livestock Include fodder crops inproduction technologies 	 Increased commercialproduction technologies,
relevant to local 	 fanning systems research, viability of smallholderand apply traditional 

livestock production.smaltholder farning fodder production
systems. methods. 
Overgrazing Inform livestock raisers of Introduce certificates of Maintain the productivitythe untoward effcU ;f stewardship contract with of the county's naturalovergrazing. environmental protection resources. 

provisions, as the land 
tenure insiniment in 
cnvironmentally fragile 

No livestock credit. Limit livestock Modernize banking Enable large
development to system and provide numbers of farmerswithin the financial credit for livestock in to start or expandresources of farmers, accordance with livestock production 

commercial banking enterprises.
practices. 
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ANNUAL CROP PRODUCTION AND INPUT SUPPLY - OVERVIEW 

CropPr oductio~n
 

The potential of annual
1. 
crop' production in Georgia is seriously underutilized.prevailing generally favorable agroecological conditions, most crops could produce at least double their presentyields and in some economically importan crop's such as wheat, maize, beans, potatoes and sugarbeet, it is 

Under the 

estimated that current yields could be tripled and even quadrupled. Main reasons for the low yields are on theone hand disrespect of the agricultural calendar (i.e.maintaining optimum times for field operations), and on theother hand a very serious lack of practically all essential production inputs.
2. Although estimates for the 1994 crop are very preliminary, the outlook is that the combined graincrop'will be about 15% higher than in 1993, mainly due to a roughly 40% (over 50,000 tons) increase in maizeproduction. Winter wheat output is expected.to be by about 20,000 tons lower than last year. Changes in othercrops are believed to be less pronounced, except for a sharp drop in beans (only about 500 t, or somewhat over8% of the 1993 crop is expected) and an approximate 3.5 times increase in sunflower production is anticipated,about 16,000 tons. 

InnutSuply 

Seeds 

3.farms (elitkhozy)The->original structure of the seed production system, research institute ->district seed production farms (raysemkhozy), elite seed productionThanks to a Government decree most of the seed farms retained their function and in only about 20-25 %of themseed production was interrupted due to restructuring. 

has been largely preserved in Georgia. 

though much The seed supply is generally considered to be adequate,of the seed is farmer produced and saved. However,improvement, particularly in the area of maize, sunflower and sugarbeet 
there 

hybrids.
is considerable room for variety 

Fertilizer 

4. Crop production over the last 4-5 years has been consistently mining natural soil nutrient reserves. 
More than 60% of Georgian soils have low to very low organic matter and nutrient contents. To maintainsustainable annual and perennial crop production, an annual application of about 300,000 tons of well balancedNPK would be required. However, since 1989 fertilizer supply has been decreasing dramatically, and in 1994only about 12,000 t of Nitrogen (representing only about 4 %of total requirement) was made available. To arrestthe rapidly decreasing soil fertility an improvement in fertilizer supply is urgently required. 

Pesticides 
5.' 

5. 1 situation in pesticide supply is equally alarmingTI 
as in fertilizers. Crop losses in the fields 

due to inadequate pest control are substantial and might be approaching 30%.in pest management, According to the present situationagriculture would optimally require about 41,000 tons, physical weight, of pesticides (ofwhich about 45% should be fungicides). The availability in 1994 was 1000 tons (less than 3%of estimated need). 

http:hybrids.is
http:expected.to
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Integrated Pest Management (IPM) systems expected to reduce chemical pesticide needs have been worked outfor all crops and are being gradually-introduced.-. In-the interim pesticide supply has to increase substantially ifcrop losses are to be prevented. 

Mechani.ation 

6. After 1990 practically no new machines were procured for Georgian agriculture. The agestructure of tractors and equipment.Is very unfavorable; 60% of machines are reported to be older than 10 years,30% are between 5-10 years Old and only some .10% have less than 5 years of age. The work qualityperformance of a number of machines is very unsatisfactory (seeders,harvesters). fertilizer spreaders, pesticide sprayers,Very serious shortages exist in the fuel, lubricaint and spare part supply, causing around 50% of themachines to be inoperable. Apart from that, only a small portion of the machines are suitable for use in the smallfields of the several hundreds of thousands of new private farmers. Priorities in mechanization are, therefore:(i) an urgent improvement in fuel and spare part supply; (ii) a reasonable renewal of the rapidly aging machineryfleet: (iii) provision of smaller scale tractors and equipment; and (iv) modernization of some machines with lowwork quality parameters. 

http:equipment.Is
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B3 

CROP PRODUCTION AND. INPUT USE ACTION MATRIX 

Area/Issues Recommended Measures Ultimate Objectives 
Short Term " Medium.Term 

Crop Production: production 
potential seriously . ' 
underutilized; yields low, often 
declining, cawing variations 
and unpredictability of 
production. 'hcduling 

Issue of sugarbeet 
production/processing: beet 
production low, factory 
obsolete allowing only 3-10% 
sugar recovery. 

Seed Production: the earlier, 
well established system of seed 
production was patially eroded 
after land privatization, and 
there is need for higher 
yielding genetic material, 

Introduce better management of 
field operations and respect to 
agricultural calendar improve 
essential Input supply including
timely and reliable-irrigation 

where applicable; 
strengthen soil conservation 
measures including erosion 
control; Introduce sound 
inpuiiouptt price relationship; 
establish advisory system geared 
to small farmers, concentrating 
on whozi, farm management, 
simple accounting and 
marketing information," 

Carry out study of the sugarbeet
production and processing 
subsector with view to either 
moderiz if economically 
justified, or close itdown Ifit is 
money losing operation. 

Reestablsh sound seed 
muli;licatiop network with 
recommended varieties and seed 
exchange periods, continue 
screening of imported materials 
for higher yielding, well 
adapted varieties. Offer 
royalties to seed breeders, as 
well as attractive prices to 
producers to eare highest seedquality. broduceSeedLaw. 

Improve genetic potential of 
annual and perennial crops
through importation and own 
breeding; in preparation of 
improved input supply situation 
introduce hybrid seed 
production of maize, sunflower 
and possibly sugarbect seed;
under grant funds test on small 
areas potential of economically 
most important vegetable 
hybrids (e.g. incoopeiation 
with Dutch of former Yugoslav 
companies). Establish gcnetic 
bank to preserve Georgian 
biofund. 

Sustainable and predictable 
high production of grains,
oilseeds, industrial and forage 
crops, as well as high value 
potential export crops through
introduction of modern 
complex technologies. 
Depending on results and 
recommendations of study,
modernization or winding 
down of sugarbeet production 
and processing. 
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CROP PRODUCTION AND INPUT USE ACTION MATRIX 

Area/Issues Recommended Measures Ultimate Objectives 
Medium Term

Short Term 
Inputs: Inadequate quantity
and quality of allinputs, 
making wider spread of 
improved technologies 
impossible 

(1)Fertilizer: increase mineral 
fertilizer supply to at least 1990 
icvels.ensuring about.100 kg/ha 
of NPK nutrients; improve-
organic fertilizer management; 
resume rehabilitiation of saline,
acidic and waterlogged soils if 
economically justified. 

(Qu) Pest Control: give full 
support to introductioR.of: 
Integrated Pest Managemaent 
(PM) system which has been 
worked out for all crops; 
improve supply of absolutely 
necessary pesticides with 
modem, safe, low application 
and fast biodegradability rate 
materials; improve spraying 
technilues; introduceinto
practice and monitor recently 
approved Law on Crop 
Protection 

(ii) Mechanization: improve in 
shortest possible time fuel, 
lubricant, electric energy and 
spare part supply. 

(i) Fertilizer: supply optimal
level of scientifically 
recommended pure nutrients in 

.appropriate-combinations of 
chemicil and organic fertilizers; 
resume turf minig to increase 
availability of organic materials, 
if economically justified. 

(ii) Pest Control: continue 
strong support to IPM until it 
becomes an integral part of 
farming practices; make 
available to farmers optimal 
levels of necessary, 
environmentally and 
economically justified, safe. 
modem pesticides; 

(iii) Mechanization: provide 
through free market channels 
optimal numbers of most 
suitable mix of large, medium 
and small scale tractors and 
machines to enable timeliness 
and best economy of all field 
ope-'ions. 

Introduce an economically 
justified optimal mix of modem 
inputs leading to complex 
technological lines in support 
of sustainable crop production 
and maintenance of soil 
fertility, as well as maximizing 
returns to the farmers' 
community and national 
economy. 

http:introductioR.of
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C. HORTICULTUI . AND. IRRIGATION SUB-SECTORS 

HorticulturalSub-Sector 

1. Tea. Green leaf production is declining rapidly due tofactories' inability to adequately reward manual tea pickers for a day's labor. 
the wholly state-owned tea 

Mechanized tea plucking(formerly 30% of the national crop).is also ix"declin& due to lack of fuel and spares for the state teafarms' field machinery: Few crop inputs are presently used by the state and collective tea farms, due tolack of purchasing power, as state trading is In coupons. There is very little privately owned land outof the reported 55,000 ha of tea, the Government expressing concern that privatization could lead touprooting of tea'bushes by smallholders who see little income from tea growing vis-a-vis more rewardingor (for them) more vital land uses. These issues prompt concern about the medium to long-term viabilityof. tea growing in Georgia compared to tea producing countries having longer growingabundant cheap labor. seasons andIt is proposed that a study be organized to assess the long-term prospects for thetea industr/, including the place of mechaniz itea harvesting systems (on suitable land) producing lowergrades of tea. Meanwhile prompt payment of Rbl 200 (or equivalent in kind) would restore green leafdeliveries to the factories. 

2. Citrus. Yields from state farms and collectives are half those from the considerable areasof private citrus, again state farms and former collectives unable to apply crop inputs, whilst trees onsmall private holdings are receiving some inputs, purchased in rubles, eventimes. Observation of large state farm citrus groves indicates no advantages of scale for a crop such as 
during the present difficult 

citrus. Production ofcitrus (subject to marketing and transporting considerations) would double follw'.vingearly and complete privatization of all citrus areas into small-holdings and larger units. Meanwhile thecoming citrus harvest needs urgent emergency measures to resolve present logistical difficulties imposedby the blockade in Abkhasia. 

3. 9.. Presently half the national crop is processed into wine at home by privategrowers themselves. This trend will increase unless the state-owned wineries offer realistic and promptpayment for wine grapes. This, along with manufacturing difficulties,exports. is drastically reducing wineGiowers are keen to keep their vineyards, but yields will only be restored to former levels ifthe "new" small-scale growers are paid adequate prices for their grapes andinputs and lire machinery/transporting services at reasonable hire rates. 
can afford to buy needed 

Wine grape producers shouldreceive the benefit ofproduction credit in kind, extended by the local (privatized or cooperatively owned)wineries. This should be an essential component of donor assistance to the wineries. Family winemakingand table grape production would be facilitated by the extension of credit through an agricultural bank,but this will take longer to evolve. 
4. PtdiiousF oit. Present felling of old orchard areas will continue until demand for(luxury) fruit and processed fruit products improves in neighboring countries, and more convenient smallscale vehicles can be provided for transport to newly emerging local markets. Meanwhile, the Fruit andWine Institute should prepare for a market upturn by having available adequate quantities of improvedplanting material for select fruit varieties and semi-dwarfing rootstocks, which should be multiplied byprivate sector certified nurserymen for sale to growers as the market recovers. The same constraints of 

http:crop).is
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lack of adequate inputs could be partially resolved through making international loan funds available forsupply of crop inputs in kind through local agroprocessing industries purchasing raw fruits, but the likelysizeable fresh market will need to await the'provision of formalized credit channels though a fullyfunctional agricultural bank. 

Irrieation Sub-Sector 

5. Irrigation in Georgia may be.considpred supplemental to rainfall. However, areas to theEast of the central divide, receiving less than 800 mm of annual rainfall, normally need irrigation toguarantee reliable summer arable cropping and'perennial fruit and grape production over a run of years.tlowcvcr, under the FSU, irrigation (and drainage) was often provided irrespective of cost. Now thatwater should be paid for by users, in order to provide an income to the state-owned Water Enterprisesfor sustainable operation and maintenance (O&M), irrigation will need to become more selective.Consequently high.lift pump ".rigationmay no longer prove financially sustainable, even when energybecomes more abundant, and. large Irrigation machines will no longer be appropriate to smallholderirrigation needs. The following measures'ale recommended: 

i) The early passing of a law by Parliament, or decree by the Head of State, that all watershould be paid for by users at prices that would allow streamlined state sector waterenterprises to provide sustainable, reliable, water supplies. 
.2) 
 A survey to estimate parts of the former irrigation network that would be economicallyand financially viable to operate assuming no subsidization of energy or services. 
iii) 	 An inventory of the physical installations in those economically viable areas withestimates of any rehabijitation needs, which might form part of any future donor loan. 
iv) 	 The handing over of all parts of the rehabilitated network lying or, privatized land toprivate water users associations for operation and maintenance, which WUAs wouldcollect 	water charges from their membership based on volume of water supplied, forimmediate payment to streamlined Water Enterprises. 

(: 1
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HORTICULTURAL CROP PRODUCTION ACTION MATRIX 

Issues 
Recommended Measures 

.Ultimate 

j hort-Term Medium-Term Objective 

I Rapidly declining 
production of tea. 

•Offer RbI 200/kg to tea 
pluckers to restore manual 
plucking, thus restoring 
green leaf supplies to tea 
factories. 

Mount a mission to investigate
the present state and future 
prospects for the Georgian tea 
industry, vis-a-vis foreign 
suppliers, especially India, Sri 

The identification or a 
streamlined 
competitive, (possibly
fully mechanized) 
Georgian tea industry. 

Lanka and East Africa. 
2 Privatization of tea 

growing, 
Carry out a survey to 
determine optimum size 
ranges for tea production 
units. 

Promote privatization of tea 
growing for a range of 
different enterprise sizes, 

The establishment of a 
sustainable tea industry 
where Georgia can 
demonstrate a 
competitive position in 
supply of tea to world 
markets, and the 
conversion of non­
viable tea into more 

3 Future possibility that 
productivity of 
.nanual tea plucking 
may fall below that 
acceptable for an 

Mount a survey on tea 
picking productivity, for 
both manual and mechanical 
plucking, 

Investigate world sources of 
small- scale mechanized tea 
plucking machinery and 
evaluate these in Georgia. 

useful purpose 

To ensure the longer­
term viability of the 
Georgian tea industry. 

expanding Georgian 
economy. 

4 High ratios of fuel oil 
consumption per 
tonne of made tea 
produced 

Carry out a survey of all 
existing tea factory 
michinery, 

Where viable use loan money 
to replace inefficient green
leaf dryers. 

Improved fuel 
efficiency. 

5 Impending crisis in 
marketing the 
1994/95 crop of 
citrus, 

Immediately initiate a study 
by speciallsts'to frd 
markets and investigate. 
transport alternatives for the 
reported 100 thousand tonne 

* crop. 
6 Declining ,,tau.sector 

production of citrus 
(state farm yiekts 
being 50% those of 
the private sector due 
to total lack of 
inputs). 

Immediately fully privatize 
all state citrus farms, 

Promote the individual 
responsibility system on all 
former Kolhoz citrus areas, 
with an adequate incentive 

Privatize all Kolhoz citrus 
areas into privately owned and 
operated smallholdings. 

Support the citrus smallholder 
sector by technical and farm 
p- . ment extension 

The establishment of a 
sustainable citrus 
industry offering 
adequate rewards to 
individual effort and 
entrepreneurial skills. 

system related directly to scr .. 
individual effort. 
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HORTICULTURAL CROP PRODUCTION ACTION MATRIX 

Issues Recommended Measures 
=:= =d= === UltimateShort-Term Medium-Term Objective 

7 Rapidly declining 
production of 

dciduous fruits andfelling of older 
orchards. 

In the short-term fruit. 
orchard felling is a natural 
respo .~sc to delinting ..markets and increasi.g
transport costs (made worse' 
in God district by restricted 
irrigation water supplies due 
to disturbances in Ossetia). 

Emure that the fruit and 
Viticultural Institute has 
sufficient high qualitydwarfing rootstock and
modem cultivators to await 
the reawakening of demand 
for deciduous fruit products
within Georgia's former 

To ensure that Georgia 
resumes its former 
important place as asupplier of quality
produce to its near 
neighbors. 

trading partners. 
New planting material should
be "d to certified private 
nurserymen for multiplication 
prior to sale to growers
wishing to replant their former
orchard areas with low labor 
demanding, earlier maturing, 

8 Increasing tendency 
towards home 
production of wine 
resulting in lack of 
fresh grape supplies 
to wineries, and 
resulting declining 
exports of wine. 

Extend credit (through
donor financing) to 
(privatized) wineries, not 
only to improve their wine 
processing facilities to 
match increasing 
international standards, but
also to enable wineries to 

higher yielding material. 
Investigate the formation of 
grape grower cooperatives, 
owning awinery inorder to
offer some advantages of 
scale, whilst retaining rewards 
for individual effort. 

The establishment of a 
viable wine industry 
capable of offering.
world class wines at 
competitive prices. 

offer an attractive price to 
growers for their grapes and 
to supply inputs (initially
fertilizers and crop
protection Chemicals in 

9 Shortage of quality
seed potatoes at 
affordable'prices (due 
to FSU policies of 
zonal specialization 
resulting in the 
necessity to import 
potato seed from 
Betarus). 

kind) to improve vineyard 
performance. 
The utilization of existing
tissue culture facilities io 
producc a first generation of 
virus-free potato seed by the 
Bi-TcChnkc, Institute, for 
multiplication by private
sector certified seed 
growers prior to sale to 
commercial potato growers. 

The sustainable continuation 
of this program. .' 

Self-sufficiency in 
potato and potato seed 
production. 
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IRRIGATION AND WATER RESOURCES ACTION MATRIX 

IssuesShort-Term 

Decline in O&M of existing 
systems due to lack of money
for salaries, materials, fuel, 
machinery spares and 
repairs. 

Breakdown of effective and 
equitable water management 
on recently privatized 
irrigated lands, 

High energy demands of 
much of the former irrigation
network. 

Poor condition of much of 
the national irrigation 
network, due to lack of 
maintenance over the last 
five years, and to damagefollowing privatizatioand 

Recommended Measures 

Short-Term 

Proclamation by Parliament. 
(or Decree by Head of State),
that all water should be paid
for by all agricultural, 
industrial and domestic ysers 
according to amount supplied, 

Proclaim need to form Water 

Users Associations (WUAs)

fairly representing all user 

interests. 


Carry out'detailed estimates 
on cost of providing pumped
irrigation water (and pumped 
drainage) for agricultural 
purposes, with a view to 
retaining in use only those 
parts of the network that are 
financially viable to operate. 
Cary out inventory on 
condition of useful network in 
order to estimate 
rehabilitation needs and costs, 

systemnd is ' andwithin 
system disuse. 
Variable irrigation skills 
amongst many new Irrigating
farmers. 

Lack of water measuring 
devices at farm level. 

Need to streamline the Water 
Enterprises. to make them 
more affordable by water 

users. 

Water Enterprisas to provide
training to WUA members in 
crop irrigation needs and 
timing. . 

Use proxies to estimate 
amount of water supplied to 
individual WUAs. 

Review current staffing levels 
and operations with view of 
shedding spare capacity, 
including acritical survey offactories, plant and equipment
held. 

Medium-TermMedium-Term 

Draw up estimates of water 
delivery costs, and put in 
place effective payment
collection mechanisms from 
users which are swiftly made 
available for O&M by state
retained Water Enterprises. 

Provide technical assistance 
for formation of water users 
associations by cooperating 
groups of 15 to 20 irrigators 

sharing acommon supply
channel. Individual WUAs 
should be grouped under 
umbrella association. 
remitting water charges to 
Water Enterprises. 
Rehabilitate only those parts
of the network that are likely
to prove financially viable. 

Provide WB loan to 
rehabilitate useful parts of the 
existing network before 
handing over ownership and 
fullfulresponsibility for O&M 

WUA areas to users. 

Introduce variable charge 
rates for water, according to 
value of crop and peak needs. 

Install irrigadon water 
measuring devices serving 
each WUA. 

The Water Enterprises should 
contract out all operations 
that could be more efficiently 
carried out by private sector
civil engieering and building 
contractors, 

Uitimate Objective 

Achievement of self­
financing State-owned Water 
Enterprises selling reliable 
irrigation water to private
WUAs. 

Full responsibility for O&M 
of networks lying within 
private sector farms to be 
handed over to WUAs. 

To streamline the national 
irrigation network and 
eliminate all financially and 
economically inviable 
irrigation. 

Acceptance by WUAs of full 
responsibility for O&M of 
all parts o the network lying
within land under private 
ownership. 

Establishment of a fair and 
equitable water charging 
system based on efficient 
irrigation practices. 

To ,,cilitate accurate 
charging for water supplied. 

To obtain a lean. efficient 
public service, offering 
reliable affordable irrigation 
water (and domestic & 
industrial supplies) to users 
at affordable prices. 

(to 
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FOOD .PROCESSING SUB-SECTOR 

Asessment 

1. The Georgian economy is in the middle of a major transformation from a state owned,centrally planned economy ato market .riven economy with widespread private ownership. Thistransformation affects all economic sectors, but particularly the agriculture and the food processingindustry which has an important role in the Georgian economy. 

2. •The Georgian food processing industry is facing unprecedented challenges. Firstly, dueto the disintegration of the Soviet Union, the sector lost a large part of its guaranteed export markets.Secondly, the state, which owned a significant part of processing capacity isprivatising these enterprises. 

Decreasing Output 

3. The disruption ofnormal trade flows within the CIS and other Central-European countries(irregular supply of raw materials, energy and spareparts), decreasing domestic demand and civil war(road and railway blockades) combined to cause the decline of food production in Georgia. 
4. According to the Ministry of Agriculture and Food, the average utiliation in 1994 for thefood-processing enterprises is only 7-10 %of installed capacity. Beef and pigmeat processing, vegetableoil and margarine, and sugar manufacturing have practically ceased. Even worse for the nationaleconomy is that the most important export-oriented enterprises of the food processing sectornon-alcoholic drinks and canning - wine, tea,- are operating at only 10-15 %of their producing capacities. 

5. In short, present output of the food processing industry (1994) is estimated to be only
one-tenth that of the late Eighties. 

Ownership and Direction of FodProcessing 

6. Georgia has more than 300 food processing factories in state ownership. The Ministryof Agriculture and Food supervises meat, d iry products, wine, tea, sugar, beer and non-alcoholic drinksand the major part of the canning enterprises. The State Corporation of Poultry Industry andBreadmaking controls the poultry farms and the poultry processing factories, the mills, compound feed
factories and bakeries. 

7. Only a few food processing plants belong to the cooperative sector. Farmer cooperativesown and operate 5-7 % of the total food processing capacity. 

Privatization 

8. The Georgian Government is vigorously committed to thesupporting privatizationprogram of the food processing industry, but so far this has been proceeding relatively slowly.enterprises Statein the food sector have been privatised in compliance with the Law On EnterpreneurialCompanies passed by the Parliament in 1992. Privatization is under the jurisdiction of the Ministry of 
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D2 

State Property Management and Privatization. 

9. Privatization has been 'accomplished using three techniques, namely: i) Leasing; ii)Auction or competitive bidding; and iii) Transformation into (mainly closed type) joint-stock companies. 
a) Pivatization by LeasinU 

10. From the beginning of 1991 some unprofitable, loss-making state owned food processingenterprises were leased-to workers and management, with an option to buy.
5years. The leasing period isusually
Presently, more than 30 processing enterprises (mainly meat, wine and canning factories) havebeen leased. Privatization by leasing has recently been discontinued, however. Out of the 30 leasedenterprises 9 have already managed to fully pay the established leasing fee and are entirely privatelyowned. 

b) Privatizationby AuctionorCmpetitive Bidding 
11. Small-scale and medium sized enterprises are sold off via auction or competitive tender(first price sealed-bid method). The decision on whether to use an auction or a competitive tender ismade by the regional departments of the Ministry of State Property Management.
of enterprises to be privatised were fixed as of January 1, 1993. 

The valuation of assets

These valuations were then used as thebasis for reserve prices. 

12. To date 24 food processing enterprises have been privatised by auctions or competitivebidding. It is very important to note, that the sales revenue through auction and tender was on averagetwo and a half times more than the established asset value of the enterprises. 
tPrivatization bytransformationof enterrisesintooint-stokies 

13. About 170 food processing enterprises are classified as large, with assets in excessRubles 30 million (on 1st of January 1993.) of 
is transformation into joint-stock companies. 

For these enterprises the preferred privatization techniqueMore than 30 larger food processing enterprises havealready been transformed by this technique. 
14. In some strategic subsectors like tea and wine making, the State intends to hold themajority stake in the transformed companies for the foreseeable future. Private investors having amaximum of 49 % of the shares cannot have the controlling interest. 
15. In the other food processing enterprises 51 %of shares are to be offered to workers andmanagement. The remaining 49 % will be privatised through vouchers. (The Georgian authoritiesintend to distribute vouchers to the entire population, the rules and value of vouchers per citizen have notyet been clarified). 

16. Foreign investors have not participated in the privatization of food processing companies.So far only a few small joint-ventures have been established. All of them are dealing with marketing ofprocessed food (wine and juices). The total amount invested by foreign companies isestimated at less than100,000 USD in the whole sector. 

C)0
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Food Processing Sub-Sector 

Recommendations: 

17. The following recommendations are proposed: 

i) ,Seek agreement on what enterpriscs are to be sold first. 

ii) Start with privatization of the most export-oriented companies, such as wineries, tea andcitrus processing and cannin, enterprises. Those which have relatively modem technology
should be sold first. 

iii) Use the competitive bidding privatization technique 
revenue in cash for the Treasury. 

iii order to generate nigher sales 

iv) Discontinue inmediately the transformation of enterprises into closed type joint-stockcompanies in the competitive sector. (Wine, citrus processing, canning factories and teaprocessing companies should be put into this group.) 

v) Instead of simple, mechanical transformation of an enterprise into a company, a moreappropriate commercial approach to transfer them to private ownership should be taken. 
vi) Re-examine any government plans to retain food processing enterprises under stateownership merely because such enterprises are considered to be of "strategic"

importance. 

vii). It is highly recommended to revise the government's ownership strategy -n the 3tateCorporation of Poultry Industry and Breadmaking. The Corporation should bedismantled and reorganisod into viable operational units or independent profit centers.The poultry farms and processing units should be separated from the flour wud bread
making factories. 

viii) Sell first the most efficient poultry farms and poultry meat processing factories. 
the inefficient immediately. 

Close 

ix) Sell the bakeries through auctions or competitive bidding accordinb their size. 

x) The mills and compound feed factories should be sold last. However, they also have tobe managed as independent public companies. It is advisable to transform them intolimited liability companies instead of joint-stock cor~i anies and in ihe second stage theyshould be privatised through competitive bidding. These companies will certainly be very
attractive for investors. 

xi) Eliminate the centrally, organised and directed grain distribution system by.commercialising imported or donated wheat and grain for fodder-through open tendersor regional auctions. Donated milk powder should also be sold by auctions and notdistributed through government channels. These auctions could be organised by stateowned companies first, under supervision of government authorities in order to avoid 
unfair market practices. 
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xii) It is recommended to develop a new accounting system for the transformed and privatised
'companies that provides valuable information and data on costs and benefits. 

xiii) It is also important for Parliament to pas.; a Law On Foreign Investment Protection assoon as possible.. Without comprehensive legislation, reliable foreign companies willnever invest in the Georgian food processing industry. Due to the typical lack ofworking capital in thc Georgian food industry, the sector badly needs additional capital
inflow in order to'be able to improve its export performance. 
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AGRO-PROCESSING ACTION MATRIX 

Issues 
Recommended Measures 

Short-Term Medium-Term Ultimate Objective 

D~monopolisation and 
restructuring of food 
processing and input supply 

Privatization process and 
techniques 

Foreign investment 

Inadequate accounting system 

.Elaborate program of 
dmonopolization and 
restructuing of-ccntrally 
directed input supply.
Dermine how to restructure 
state enterprises before 
corporatization and 
transformation 

Develop market'oriented 
privatization tecLhiques. 
Extend the competitive bidding
privatization technique to large-
scale food processing 
companies, 

Elaborate a comprehensive 
reorganization program for non-
attractive companies, 

Establish a comprehensive legal 
framework to attract foreign 
capital. Accelerate legislative 
procedures on 
Law On Foreign Investment 

Determine inadequacies o1 
applied accoutihg systems, 
develop alternatives for internal 
accounting sysems 

Implementation a market 
oriented input supply and 
output marketing system. 

Dismantle the State 
Corp.of Poultry Industry
and Breadmaking into 
viable operational units or 
independent profit centers 

Privatise the most export-
oriented companies such 
as wineries, tea and citrus 
processing enterprises, 
Restructure loss-making 
companies or sell off their 
assets in open auctions.
Close non-viable and 
outdated factories 
remaining in state 
ownership 

Privatise some important 
large food companies 
through capital increase, 
particularly where new 
technology is needed. 

Educate financial 
managers in new 
accounting practices, 

Facilitate installation of 
new accounting system by 
government incentives, 

Establish clear rules and 
a legal framework for 
market competition. 

Create institution to 
control unfair market 
practices 

Completion of 
privatization of food 
processing state 
enterprises and input 
distribution chain. 

Establish transparent and 
fair conditons ,nd 
legislation for foreign 
investments. 

Put in place a meaningful 
system of internal 
accounting that is 
understood and help 
provide appropriate
economic analysise for 
the management. 

Low capacity use, 
high unit-costs 

Reallocate products processed 
in small quantities or cease 
processing small volumes, 

Provide for feasibility 
studies on how to reach 
optimal capacity, 
Rationalise factory output 
and operational costs 

Increase capacity 
utilisation of factories to 
reduce unit-costs and to 
increase profitability of 
production. 
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Aide Menoire Summary 

ENVIRONMENTAL ISSUES 
1. The main environmental concerns ofGeorgian agriculture include: a) protection of topsoilfrom practices Associated with privatization and from overgrazing; b) prevention of ecosystemcontamination; and, c) rational design of support systems and development plans. It is crucial during thetransition period to establish correct systems of tnvironmental protection in order to avoid potentiallynegative impacts of planning and ad hoc implementation. 
2. A number of serious environmental problems, including degradation of cultivated land,soil erosion and deforestation are associated with agricultural activities and logging. 
3. Degradationof Cultivated Lands. The principal environmentalland involve soil loss and degradation. problems of cultivatedReportedly, nearly 35% of agriculture lands are susceptible towater and air erosion. The primary causes are non-contour plowing of steep hill lands, and agriculturepractices which do not protect the soil surface, (and poor irrigation in some regions as well). 
4. Pollution from-Cultivation. Excess and/or ill-advised use of pesticides and fertilizers hasbeen a problem in past decades, polluting water and affecting wildlife. The use of agricultural chemicalshas declined due to the general crisis in the economy, but could re-emerge. 
5. O'ergrazing and Uland Farming. The sharp increase in livestocksmallholder farmers adopting low input production methods, 

ownership, byin the past five years has led to a two to athree fold increase in utilization of the country's grasslands, causing serious overgrazing in some areas.Particularly in drier areas on environmentally fragile slopes in hill and mountain districts there has beenan alarming acceleration of gully and sheet erosion and general environmental degradation.are further accelerated by the substantial Problemsincrease in upland farming activities being conducted onmarginal arable lands of the lower and mid hills, where clearing of trees and failure to adopt contourfarming methods is causing rapid destruction of the country's naturalproductivity. resources and a decline in theirWhile such destruction has not yet become widespread, growing land pressures in ruralareas will lead to a process of degradation that will become irreversible if environmental protectionmeasures are not adopted early. 

Deforestation6. Forests cover 2,750,000 ha, which remains asMinistry of Agriculture and Food Industry manages 580,740 ha. 
State property. The 

While industrial logging is relativelysmall, *sanitary logging" is widespread and reportedly accomplishes the same objective, although suchlogging is intended to remove only sick or damaged trees. During the last three years and especiallyduring last winter, the main cause of localized deforestation was for fuel and constrdction timbers, muchtaken from along the roadside. Large scale uncontrolled tree cutting is expecteddifferent regions of Georgia, due to lack of other fuels. 
in winter 1994 in 

7. dsldes. Landslides have become moreMany deaths have been reported from landslides. numerous and destructive in recent years.Here, as elsewhere in the world, steep, slip proneslopes are stabilized by vegetative cover, especially tree roots. Removal of the vegetation layer promotesslides during heavy rainfall or snow melt. 
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Environmental Issues 

Food Processina Privatization and the Environment 

8. Privatization is an importait structural change associated with market reforms, which may
also make substantial improvements in the environmental performance of agricultural enterprises.
Privatization plans should require new owners to reduce pollution to acceptable specified levels within 
a statutory period of time. 

9. In order to make investment in privatized property attractive, government officials need to 
accept past liability and to determine what level of liability should be imposed upon the new owners. 
Therefore legislation should establish: 

a) an acceptable level of liability for damage caused to the environment; 

b) 	 an acceptable level of required environmental protection. 

10. The extent of liability for past damage will influence viluation of assets. Environmental
uncertainties play a significant role in asset value determination. Environmental uncertainties result from: 

a) 	 past contamination which has already caused physical harm to private or public property,
and the environment (water, flora and fauna, etc.); or which will have harmful impacts 
in the future; 

b) 	 future compliance problems. 

Proposed Actions and Recormendations: 

11. Over the short to medium term, priority should be given to the following tasks: 

a) 	 Stop and Reverse Land Degradation Due to Cultivation: Agricultural practices should be
tailored to environmental conditions. There should be surveys and research to determine
best crops and practices to arrest land degradation and improve farm productivity.
Results should be provided to farmers through development of an effective agricultural
extension system. Special attention should be given to erosion control including avoiding
cultivation on ecologically fragile lands such as steep slopes. 

b) 	 Reduce theUse of Agricultural Chemicals: While fertilizers and pest control measures 
are needed; the use of chemicals which damage the environment should be reduced as 
much as possible. Biological control should be developed and applied to Georgian
conditions. An agricultural research program is needed in conjunction with an effective 
extension system to convey meaningful results to farmers. 

c) 	 Reduce Overgrazing: A comnprehensive pasture survey and research program is needed 
to evaluate the actual condition of the grazing lands, to determine stock carrying
capacities, and to identify areas which should receive urgent protection to halt serious 
degradation. The introduction of "certificates of stewardship contracts" under which
farmers lease environmentally fragile areas under clearly specified conditions, should
provide the appropriate land use rights instrument for protection of environmentally 

j, (~
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fragile lanas from exploitative fanning practices. Under the contract, if the landmanagement conditions arc not met, the farmer will be required to sell the land to 
another farmer, or returi it to government after full compensation has been paid for 
improvements made. The compensation provisions ensure security of tenure of land 
covered by stewardship contracts. 

d) 	 Stop and Reverse Deforestation: A major nationwide program is needed to stop the 
various causes of deforestation. Sanitary logging should be carefully controlled. Sources 
of alternative and economically viable fuels need to be found as soon as possible. New 
construction projects should be sited with much more care than in the past, taking
environmental factors including trees into account. Livestock grazing in forest areas 
needs to be carefully controlled to allow successful tree reproduction. 

e) 	 Control Landslides Landslide-prone areas should be carefully surveyed to rank danger
and to develop control or avoidance measures. A program should be mounted to plant
suitable trees on. critical areas to replace 	 those which have been removed, and to 
encourage good vegetativd cover through protection from overgrazing. Where the danger
is considered especially great, human habitations should be removed. 

f) 	 Raise Fines for environmental damage and index these to the rate of inflation. 

g) 	 Exvand the Size of Protected Areas for Nature Conservation, by balancing the needs of 
conservation (protection of threatened species and ecosystems), recreation and economic 
activities (grazing, ete). 
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F. Background
 

Georgia, one of the republics of the former Soviet Union (FSU), has a population of 5.4
million people. The country has a total of about 1.2 million ha of arable land used for perennial

and annual crops and 1.9 million ha of pasture land. It offers a wide variety of climates and

soils, and as a result many crops can be grown. Georgia is an exporter of wines, citrus and tea
to the other republics of the FSU and an importer of cereals, dairy products, meat, poultry,
agricultural inputs apd fuel. It was one of the wealthier republics of the Soviet Union. 

Today Georgia ranks among the countries of the FSU with the lowest per-capita income. This
is a result of the disruptions inthe former Soviet monetary, trade and transport systems and the
of the civil conflicts, because of which the formal food production, processing and distribution 
system has nearly collapsed. Old structures and rules are being removed or changed but new 
ones are not yet in place or functioning. The informal sector of the economy has expandedtremendously. As a result the food situation in the urban areas may be critical during tilewinter of 1994-95, although harvests are forecast to be good. Price policy is a key issue. The
Government is under pressure from the IMIF and the World Bank to reduce itsbudget deficit.
 
This deficit ispartly due to food subsidies.
 

In a recent speech addressed to tile international donor communityl tile Minister of
Agriculture, Mr. George Kvesitadze, admitted that only about half of arable and perennial crop
land has been privatised and that this "privatisation" still awaits the issuance of proper titles
and the application of cadastral surveys. Without effective land legislation agricultural
development will be held back - he said. Ai effective cadastral programme will require a 
significant investment in land surveys. 

Many businesses formerly belonging to the Ministry have been sold off The Ministry
itself is defining a new role for itself- supporting the 300 - 400 000 farmers that have
been created in recent years and is seeking a new internal structure vith the help of one 
adviser being provided by the British Know How Fund. 

Georgia is committed to market oriented policies - said the Minister 

Cereal production may expand in tile near future in response to free prices 

The role of the Grain Corporation (the main buying agency for domestic grain) must be 
re-examined. 

Attention must be paid to employment generation, to foreign exchange earnings and to 
the environment. 

Government barter trade must be reformed and reduced 

Farmers Associations must be fostered at .rass roots levels 

Astrategy for the development of extension services n1mst be claborated 
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The Ministry will maintain a role inexport marketing whilst private marketing must be 

supported. 

The creation of a National Agricultural Policy Council is proposed. 

There is no mechanism to provide credit to the 400 000 farmers of the country. 

The supply of crop inputs and machinery spares has been disrupted and in the short 
term the former supply lines8 should be assisted whilst they are being transformed into 
independent private businesses. 

Originally some 500 000 ha used to be irrigated. It is likely that this figure has fallen to 
less than 100 000 ha now. 

There is a large need forsmall equipment in the area of agricultural mechanisation and 
the possibility ofjoint ventures must be examined. 

Agricultural research and agricultural education must be rationalised and the veterinary
service must be rehabilitated. 

Some non-private activities are not under the Ministry andof Agriculture Food
Industry (MAFI). The consumer cooperative TSEKAVSHIRI - a secondary recipient
of the present TA - is independent. So is the Committee for the Land Cadaster - an
indirect recipient of the present TA. The provision of inputs - a crucial element in the 
equation of agricultural development - isnot managed by MAFI. 

The GEORGIAN NATIONAL ALLIANCE CONSUMEROF COOPERATIVES 
"TSEKAVSHIRI" is a food distribution network in the first place. However the
cooperative also includes production and processing units. The cooperative exists since 
1850. During the Soviet period their role was limited to trade and they belonged to the 
state. They have a staff of 55.000 people. They claim a membership of 1 000.000 and 
are considering opening regional branches of their bank for which they would like 
expert advice. 

Tsekavshiri is in the process of being privatised. Contacts with international 
cooperative organisations have been re-established. Whether it can become an effective 
organisation for farmers is to be seen, since its main obligation is to consumers and its
emerging shareholders. To become viable under the free market it will require
institutional restructuring r.nd strengthening, training and the introduction of modem 
accounting-and management systems. Its Chairman and its top management hope the 
present project will provide assistance in these areas and will increase their capability to 
attract foreign investment. They also wish to receive TA narrowly focused in specific 
areas of the food production and distribution system. 

The 1991 TACIS programme established a series of reviews and planning studies of
agricultural production, processing and distribution, with particular emphasis on milk, 
meat, fruits and vegetables and animal feed. This project started in march 1993 and was 
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effectively completed in July 1994 with the elaboration of an agricultural
MASTERPLAN up to the year 2005. 

The potential of Georgian agriculture - according to the Masterplan ­is great. Thesupply of inputs such as fertilisers, seeds, pesticides and fuel will be gradually
improved. A readjustment of the cropping pattern can place more emphasis on selfsufficiency. At the same time the improvement of yields will allow a parallel increase inexports which Will bring valuable foreign exchange. Yields are indeed low and this is a source of optimism for the future. Privatisation of land and assets must be accelerated.
The privatisation ofmanagement may be even more important than the privatisation ofland and assets thought the team leader of the project. Excessive subdivision orfragmentation of the land must be avoided during the privatisation process to guarantee
the technical viability ofthe farm and a minimum revenue for the rural family. 

Another 1991 programme was completed in June 1993 and resulted inrecommendations that were used to formulate the legal basis for setting up intervening
offices and marketing bpards and recommendations on production. 

[2. Project Objectives 

The project will support the MAFI and its peripheral bodies in their transformation fromcommand to support institutions and in their efforts to rehabilitate and develop Georgianagriculture. It will have. a second office at TSEKAVSHIRJ which will be the second recipient
of its technical assistance. 

With twelve long term European and Georgian experts and numerous short term ones theproject hopes to be able to respond fast and in an integrated coherent manner to any reasonable 
request of the recipients, for technical assistance and to provide useful studies, effective advice 
and neede training. 

It will follow up where the 1991 proje ts have left. It will produce an improved and updatedannual agricultural MIASTERPLAN. Whilst covering in this Masterplan in an aggregate,summary, large scale, long term way, all aspects of Georgia's agricultural development, theproject will focus specifically in five areas where a long term European expert will be assigned
and special reports will be produced: 

Management
 
Privatisation
 
Marketing
 
Farmers Associations
 
Training
 

Thus in more detail the present project will seek mainly to address the following 

1. MASTERPLAN
 

The continuing formulation, monitoring and adjustment of an overall policy for the agricultural
sector, along tile lines first suggested by tile Masterplan elaborated by tile 1991 TACIS study, 
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is required. It must systematically prioritise proposed actions, projects and investments andstrive for an optimum use of the sector's export potential. This strategic document will bereviewed and revised twice during the 24 months of the project's life and would be submitted
for discussion, correction and approval to the Minister andof Agriculture a National 
Agricultural Policy Council to be created. 

2. MANAGEMENT 

Both the MAFI and. Tsekavshviri have requested assistance with reorganisation. Areorientation of the functions of the Ministry and a reorganisation of the institutional structure 
to suit a free market economy and a private agriculture is under way and a plan has been
agreed; TACIS advice and assistance is welcome. Tsekavshviri wishes to examine critically itspresent communication, decision making and management procedures and to develop new more efficient structures better suited to the free market ; a monitoring and evaluation system
has to be elaborated and implemented for both recipients and for the project itself. 

3. PRVATISATION 

Assistance and advice is required in the establishment of the required complete and full legal
basis and land cadaster for effective privatisation and private management of all agriculturalland, property and equipment. Following the recommendations of the 1991 project (M.Sigaud)
the Georgian Land Resources and Land Cadaster Committee is hoping to improve its landinformation system and should be helped to prepare all necessary documentation needed to
obtain international financial and technological assistance for a fill modern land cadaster.

/ 

4. MARKETING 

The study of food production and distribution, of the food chain from the farm gate to the 
consumer; is required. Poor marketing is perceived by the recipients as a major weakness of
the country and of their own institutions. The elaboration of practical recommendations isdesired and assistance in implementing them is expected during the second and third phases ofthe project. Wine, brandy, tea, essential oils, mineral water are mentioned aqs first candidates 
for practical technical assistance. 

5. FARMERS ASSOCIATIONS 

The reorganisation or establishment of professional and farmers' organisations, input supplyand service centres and/or effective distribution and marketing structures are essential
developing (small scale) private farming. 

in 
Farmers should be assisted to organise themselves

into "associations", to strengthen these associations and link them with other established
associations. The role of the Ministry of Agriculture and Food Industry is to be defined. The
word "cooperative" has negative connotations in the former USSR. It is vital not to impose a"model" however successful it was in other countries. The specific historical background and 
present economic and legal context of Georgia is to be considered. 

6. TRAINING 

Training and education are to be studied as a national issue of agricultural development and 
are to be provided to the recipients on a practical and ad hoc basis during the project. The 
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swudy oftrininp and education should arrive soon to an agreed set of reconmmendations for its 
reform and reoreanisation and their implementation should be pursued during the second and 
third phase- of the project. 

Training isdesired by both recipients in many arezs and at all levels: High level short seminars 
(1-2 weeks) in which the top management of the Ministry, of Tsekashviri and of other 
interested private and public bodies would participate are to be organised in Georgia and 
Europe, by European Universities speialised in agriculture and in the areas of management 
and administration, of marketing, of project analysis and evaluation. A workshop on how to do 
business with Eirope has been r.gquested. Similar topics are to be covered in greater depth and 
a Qreater length during short courses of 6-8" weks to be organised in Georgia. Some two 
hundred smdents would be expected to participate in these. A few dozen students would be 
i.-ited to attend specal courses and astudy tour in western Europe. Some of the courses and 
tours will be organised in coUaboration with European cooperative unions. The project would 
also cover all expenses for eight distinmished students to study for an agricultural 
postgradue degree such as A icultural Economics or Agmricultural Marketing, or 
Agricultur-l Management for a period of 12 mon:hs in aEuropean University. 

OTHER 

.Assiance in setting up an information dissemination centre at the Ministry of Agriculture has 
been requested and will be provided. Follow up assistance with the intervening offices 
recommended and established by previous.TACIS projects isdesired. Two pilot operations are 
foreseen, one for each recipient, their exact content to be defined during the first phase of the 
project Short term specialists will be invited to answer different specific needs and requests. 

The project will make a contribution to the economic development of Georgia, resulting in 
more food for the population and a reasonable income for farmers and personnel working in 
the food sector. There should also be a beneficial impact on joint venture investment in 
commerciflly viable units of production, processing and marketing. Favourable impact on the 
balance of payments is expected, as exports are stimulated, bringing in foreign currency. The 
present project and its team of experts will act as afacilitators to attract other donor financed 
investment and economic cooperation projects. 

These objectives are consistent with the Indicative Programme for the years 1993-1995, the 
Georgian agricultural reform programme and the requests formulated by the Georgian Ministry 
of Amriculture and Food Indusir, to the EC and the recent statements of the Minister of 
Agriculture to the Paris Donors Mleeting organised by the World Bank on July 12, 1994. 

A participative approach at all levels and at all stages is essential. The particular economic, 
cultural and political background of the country, and its regions, has to be taken into account 
The technical assistance team can only suggest salvations or actions, but the competent local 
authorities will have to take the necessary decisions and implement the required activities and 
actions. 
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3. Tasks and profile of the experts 

The project duration will be 24 months utilising 115 man months of European experts and 
131 man months of Georyian experts. Their use over a 24 month period is shown in the 
diagram on the following page along with an indicative overall budget for the project. 

Experience of the former USSR, experience of training counterpart professionals, a 
participative approach and a proven ability to undertake written and verbal advisory work at 
senior Government level are considered a major asset for all experts. Previous collaboration 
and common work experience by some members of the team and by the team leader and the 
assistant team leader inparticular would be an advantage. 

All experts must be persons ofwide experience and must have the ability to provide formal and 
informal training. The experts are assigned by the present terms of reference a main task but 
must also be able to substitute and complement each other according to the team leader's 

*instructions. The team will have two offices. A main one at the MAFI where the team leader 
and his Georgian counterparts will be permanenfly resident and a second office at Tsekashviri 
where the assistant team leader and his counterparts will reside. The other members of the 
team will be assigned to one or the other office or any third related office by the team leader 
according to the projects needs. 

This is integrated technical assistance in the sense that the team as a whole must by the end of 
the first phase (month 8) have developed a thorough knowledge of all aspects of Georgian
agriculture and must be able to respond fast and effectively to requests for advice and 
assistance from the recipients. It will assist in the implementation of the policies and 
recommendations that it will have helped to formulate and get accepted. This integrated TA 
also in the sense that it brings together European and Georgian experts in an attempt to marry
the .latest theoretical and technological knowledge with a direct understanding of local 
conditions and particularities. Expert opinion offered but not understood and sincerely 
accepted by the Georgian recipienti will not serve the purposes of this project. 

A provision has been made for two pilot operations, one for each recipient. Their character 
will be experimental, demonstrative and educational and their exact content, purpose, location 
and management will be decided by the team leader incollaboration with the recipients. 

Resident expatriate experts. 

1. Team Leader(nacro-agricultural economist) 

The team leader will have overall responsibility for the successful implementation of all aspects
of the project and special responsibility for liaison with the Ministry of Agriculture and the 
Government of Geor6a. He should have a higher degree in AGRICULTURAL ECONOMICS 
and at least ten years experience inmacro planning and/or large scale policy advice. Experience 
of the consequences of a transition from a command to a market economy and some 
knowledge of the Georgian or Russian language will be an asset. He should have a proven
track record in project management and exceptional interpersonal skills in managing a 
multicultural team of international and national experts. I-e will participate in the teaching of 
seminars and courses. Main direct task :preparation of revised agricultural Masterplan on the 
12th and 24th months of the project. 
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2. Assistant Team Leader (agriculturalmarketing economist) 

The assistant team leader will help the team leader in all his tasks and be able to replace himduring his absence. He will have special responsibility for TSEKAVSHVIRI. He should have auniversity degree in AGRICULTURAL MARKETING, atand least ten years relevantexperience. He must have a thorough understanding of the institutional framework in theagricultural and food sector, preferably with experience of the consequences of a transitionfrom command to market economy system. He will participate in the teaching of marketingseminars and courses. Main direct tasks: study of the food chain, study of Tsekashviri. 

3. Administrative-managenentspecialist 

The specialist should have a higher degree in management and/or law and at least ten yearsexperience related to tie organisation and reorganisation of government departments and orMinistries or other large scale organisations. Experience of the former communist countriesand of administrative reforms relating to agriculture will be a major asset. lie will carry out adetailed management study of MAFI and its related institutions, formulate in collaboration withthe recipients and the counterparts detailed recommendations on the new managementstructures to be set up and assist towards their implementation. He will assist and advise theMinister of Agriculture in implementing managerial and administrative reforms and will assistin setting up a monitoring system for the project and the Ministry. He will assist in setting upan Agricultural Information Centre at the Ministry. He will participate in the teaching ofmanagement seminars and courses. Main direct tasks : Management study of Tsekashviri,
assistance to the institutional reform of the Ministry 

4. CooperativeSpecialist 

The specialist should have a higher degree in agriculture or a related subject, and have at leastseven years of experience. He should have a background in farmers' associations orprofessional organisations, promoting the interests of the small-scale farmers. This experienceshould preferably include more than one country in the European Union (EU), in order toavoid the promotion of only one "model". He should be able to work under difficult conditionsand also understand the real situation of farmers and economic operators in countries such asGeorgia. A proven track record in promoting such organisations is considered asset. Heanwill participate in the teaching of seminars and courses. Main direct task : study on Farmers 
Associations. 

S. Land Privatisationand CadasterSpecialist 

This expert should have t least seven years of practical experience in land cadaster issues andland privatisation or land reform. A university degree is required. lie should be able to studythe legal, technical and institutional aspects of land privatisation in collaboration with theMAFI, Tsekashviri and the specialised Ministry of State Properiy Management and shouldprovide practical guidance in privatisation issues and in the preparation of the land cadaster 
Main direct task :study of land privatisation. 
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6. Agricultural Training Specialist 

This expert will have the highest academic qualifications in the area of agricultural economics
(Ph.D.) and at least seven years experience in setting up, managing, monitoring and teaching
training courses in the field of agriculture. Previous experience of training courses addressed to
students from the formcr communist countries is required. Main direct tasks : study of
agricultural training and education in Georgia, preparation and management of seminars, short 
courses and study tours. 

National experts 

National (Georgian) experts will shadow, assist and complement every long term European
expert. Their qualifications experience and profiles should mirror as closely as possible those of
the main European expert under whose guidance they are expected to work. They will beinvolved in all aspects of the work and are expected to be able to replace the European experts
when absent. Their on the job training is in itself an important output of the project. The 
support that will be indirectly provided to the local consulting firm that will manage the local
experts also constitutes a contribution towards the establishment of a free market network. 
The recruitment of local experts will be carried out during the inception phase of the project in
close cooperation with the EC Coordinating Unit in Toilisi and the beneficiaries of the project. 

Short term specialists 

The exact list of short term experts and their timing is to be proposed by the tenderer and will
be an essential element in the evaluation of the offers. During or before project implementation,
this planning can be adapted on the request of the team leader and his counterpart, if agreed by
TACIS. The following is a first indicative list of short term specialists that may be required. 

Legal specialist (with knowledge of the former Soviet legal system) 

Specialist in land cadaster. 

Specialist in information centres 

Specialist in food processing (Specialisation as needed) 

Specialist in accounting and/or business administration 

Credit and/or banking specialist 

Extension specialist 

Irrigation specialist 

Information specialist 

In the course of the project, the team leader has to prepare the specific terms of reference,
bearing in mind the tasks to be undertaken and the need to make the best colbination and use
of the expelience and expertise of the individuals whom he proposes. lI le should relate ihese 
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terms of reference to the detailed work plan of specialist input that he has proposed, bearing in
mind the need for coordination and phasing. 

All short term specialists should have a university degree or the equivalent professional
qualification and preferably seven years relevant professional experience. Experience in Eastern
Europe, and in particular the FSU, is considered an important asset. All members of the team
should have an excellent command of English. A working knowledge of Russian on the part of 
at least one member of the team would be an advantage. 

14. 	 Reporting. ____ 

Reports will be provided regularly by the consultant to the Commission through the
Coordination Unit and the Delegation of the Commission when one is established in theRepublic of Georgia, and should follow the guidelines of the Commission. 

Standard reporting, contractuaty yequired under the TACIS programme, are an InceptionReport, to be provided 6 weeks after the project stan, and brief monthly financial and
administrative reports to be provided about the 15th of each month to the Coordinating Unit
and the Delegation for forwarding to the Commission, following the check list provided by the
Commission. These reports should also be accompanied by any documentation relative to
contractual performance, especially in the light of payments to the consultant. 

Reports to be provided to the Commission and the Beneficiary during the project include: 

- Inception Report (Team leader month 2) 

- Findings and proposals on training. Progress and final reports. (Training specialist ­
months 8, 16, 24) 

- Findings and proposals on management reform. Progress and final reports. (MAFI & 
Tsekavshiri) (Management specialist - months 8, 16, 24) 

Findings and proposals on privatisation and the land cadaster. Progress and final 
reports. (Land reform specialist - months 8, 16, 24) 

Findings and proposals on farmers' associations, progress and final reports.
(Cooperative specialist - months 8, 16, 24) 

Findings and proposals un agricultural marketing and on Tsekavshiri, Progress and final
 
reports. (Assistant team leader months 8,16,24)
 
Updated agricultural MASTERPLAN (Team leader - months 12, 24, drafts 30 days
 

earlier)
 

AIDE-MEMOIR1. (All short term experts upon completion of visits) 

Brief monthly report of 800 words on overall project progress and plans (team leader) 
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_______ 

Project Completion Report, 3 months before full project completion, including 

recommendations for further action and follow-up 

A Final Report on the Technical Assistance Programme. 

Major reports should be written in English and include an executive summary (10-20%
of the full length) in English and in Georgian. The Monthly progress report should be
available in both English and Georgian. Normally 10 copies should be printed by the 
consultant for distribution, in consultation with the Coordination Unit, to the 
Governnetat.of Georgia, to the Commission and to other counterpart organisations
designated by the Ministry 6f Agriculture. and Food Industry. 

The team leader will travel four times a year to Brussels to liaise with the appropriate
TACIS officers. All other experts including the national (Georgian) experts will visit 
TACIS at least once a year. 

[5. Management of the project _ 

The project will be managed under the technical assistance contract with the consultant, who
will be responsible in every respect for the satisfactory implementation of the project and for 
ensuring good liaison with and reporting to the Coordination Unit, the Delegation to be set up
in Tbilisi and to the Government of Georgia, for all aspects of the execution of the project. The 
main European consultant is expected to go into partnership with a local Georgian consultant 
in order to obtain the required national (Georgian) experts. Assisting young Georgian
consulting firms to play this role and enter into partnership with European consultants is in 
its.-If a significant objective of the present project. 

The final recipient is the Ministry of Agriculture and Food Industry (MAFI) and a secondary
beneficiary is the consumers cooperative Tsekavshiri. Any uncertainty concerning the area of 
responsibility will be resolved by the team leader. The two recipients will ensure liaison with
and support by their subsidiaries, releva.nt State Committees, research and training institutions,
local and district organisations and any public institution involved. The MAFI and Tsekavshiri 
will ensure that the infrastructure and counterpart personnel will be available in the respective 
offices to the consultant on a full-time basis. 

16. Equipment. 

Equipment which will be passed to the recipients and the local contractor at the end of the 
project will be required for the consultants office and an indicative list is as follows: 

- Personal computers; desktop and laptop or notebook, 
modems, scanners and network hardware and software 

- Computer software (licensed for required number of computers) 

- Printers; desktop and portable 
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-	 Fax machine 

-	 Photocopiers 

-	 Consumable office supplies 

Training costs include teaching equipment, costs of organising training sessions, seminars,
visits within Georgia and to Western Europe. Separate indicative provisions have been made 
for equipment required by"TSEKAVSHIRI and by the two pilot operations to be set up. 

In order to guarantee a minimum of operational independence, additional equipment is 
required, such as two 4X4 vehicles for the two team leaders and regular cars for each of the
long term experts, and small power generators with all necessary spares for their offices and 
homes. The consultant may give an indicative list of other equipment required at the tendering
stage. The equipment for personal use of the experts is to be included in the price for experts.
The tenderer will prepare a final list for inclusion in the Inception Report in consultation with 
the European Commission (EC) and the beneficiary. 

7. 	Procurement arrangements _ 

The consultant will purchase all equipment once the technical performances specifications have 
been agreed wiih EC and approved by CU. The consultant will follow standard CU 
procedures: 

* 	 up to ECU 5,000 - direct purchase allowed. 

4 	 ECU 5,000 to ECU 50,000 - direct purchase with restricted consultation of at least 3 suppliers
in EC member states and with prior approval ot the Commission. Proof of consultation %%illbe 
required with Financial Reports in the form ofpro-forma invoices. 

* 	 above ECU 50,000 - open call for tender, advertised in the EC Official Journal with prior
approval of the Commission. Contract to be placed in line with 'General Conditions for Supply 
Contracts' and financed from TACIS funds. 

18. Infrastructure and local support 

In general terms the consultant is responsible for providing the equipment whereas the 
Counterpart Organisation is responsible for providing local facilities and services which shall be
free of charge to the consultant. Sometimes the consultant may have to provide appropriate
incentives but normally the counterpart organisation will provide the following: 

Local 	 specialists to assist the Consultant in his work. 

Adequately serviced offices, including a meeting room. 

Telephone lines for national and international Communication 
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Translation and interpretation services.
 

- Secretarial staff, with the appropriate skills.
 

- Local transport as required. 

- 'Drivers and other staff as necessary. 

The Counterpart Organisation will also provide such assistance as is necessary with arranging
visas and customs clearance and inland transport.for imported equipment. 

[9. 	 Budget 

The budget available for this project is 3.300.000 ECU drawn from the TACIS national 
Programme as follows: 

1992 Action Programme 1.500.000 ECU 
1993 Action Programme 1.800.000 ECU 

with the folowing indicativebreakdown: 

Expatriate staff: 2.000.000 ECU 
Local staff 500.000 ECU 
Equipment for demonstration 300.000 ECU 
Reimbursable 500.000 ECU 

10. Various 

A. BRIEFING OF FIELD STAFF 

In the implementation of TACIS Projects, it is essential that the field staff of the Consultant (i)
be adapted to the local environment (in particular, in their relationship with their local
counterpart); (ii) show creativity in the project implementation; (iii) bear in mind a number of
key elements for successful Technical Assistance projects (sustain ability, multiplier effect and 
financial viability). 

A.1. The Consultant is expected to brief thoroughly the proposed team of experts
(especially the Team Leader) who will implement the project in the beneficiary region. 

The objective of this briefing will be to implement as successfully as possible TACIS projects
by preparing the field staff with general information on the beneficiary country (political
situation, description of the Agriculture and Food Sector, etc.) as vell as "practical"
information (customs, visas, local currency, etc.). 
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A.2. In addition, the Team Leader is requested to attend a one day briefing session held by
the Agriculture and Food Sector of the TACIS Programme, covering the following issues: the
TACIS Programme in general, the experience gained during the previous TACIS Programme
inthe Agriculture and Food Sector and specific technical information linked to the Project. 

B. PROMOTION OF TACIS PROJECTS 

During the implementation of the Project, the Consultant will promote the TACIS
Programme, and the actions undertaken in the Agriculture and Food Distribution 
Sector. -

The objective of promotion will be to improve the local awareness on the integrated TA
Programme in food production, processing and distribution, by showing the positive and 
visible results of the project. 

B.1. Promotional actions will be targeted primarily towards audience of the beneficiary
country: local authorities, personnel concerned at all levels of the agricultural & agri-industry
sector and the public at large. In dddition, the Consultant is free to target promotional actions 
towards EC Countries. 

B.2. The consultant will undertake the necessary actions to attain the objective mentioned 
above. In particular, he will establish links with the national, regional and local TV, radios and newspapers, in order to obtain regular press coverage of the project and the TACIS 
Programme in general. When applicable, the Consultant will co-ordinate with the EC 
Delegations and the TACIS Co-ordinating Units in the NIS. 

In all his reports, the Consultant will provide the EC Project Manager with a specific document
compiling copies of all newspapers' articles and videotapes of TV Broadcast related to his 
project, published in the NIS or inthe EC. 

B.3. The Consultant will widely and prominently display the EC logo (and, when existing,
the TACIS logo) in order to give a clear visual identity to the project. The consultant will
consequently budget appropriate promotion material (stickers, flags, badges, pens, lighters,
etc.) in the financial proposal and supply it in sufficient quantity. This material will be attached 
to all equipment provided in the framework of the project (vehicles, computers, demonstration 
or training equipment, etc.), displayed in relevant offices and premises, and distributed to the 
local persrmnnel involved inthe project. 

B.4. The Consultant will also prepare for the TACIS project manager, as frequently as
requested, short synopsis of the project progress to be included in all TACIS information 
documents. 

B.5. On the issue of Public Relations, the Consultant is reminded to his obligations specified
in the Special Conditions of the TACIS Service Contract (Article 65 bis). The Consultant will
also follow the General Conditions for EC Public Service Contracts, in terms of responsibility
and, in particular, Articles 62 to 69. 
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C. DISSEMINATION OF TACIS CORPORATE MEMORY 

I. The Issue of Technical Information in the CIS 

Technical infoimation isnecessary to support the transition to market economy in the CIS. In
addition to specific actions foreseen in the framework of TACIS projects, Technical Assistance
should also be provided through dissemination of technical information in the CIS. This
dissemination isplaying an essential role in the creation and/or support to the multiplier effect 
inthe field of technical know-how. 

Technical information is widely beiiig produced.during project implementation under various
forms: training programmes, training modules, technical working papers, technical glossaries,
software programmes, audio-visual material and any other type of material produced for 
training and replication purposes. 

This production constitutes the TACIS Corporate Memory (TCM) and is a visible output ofthe TACIS Programme. TCM is of high added value, due to the scarceness of adequate and
reliable information, reports;" irogrammes and manuals necessary for the economic
restructuring in the CIS. Furthermore, this production has been "field tested" in the framework
of TACIS projects and is adapted to the local environment. Its dissemination should
consequcnt!y be the adequate initiative to increase thc multiplier effect of field projects' results 
and to fill inthe lack of locally available technical information. 

2. Tasks of the Consultant 

The Consultant will submit to the EC budgeted proposals of contribution to the dissemination 
ofTCM. 

During the inception phase of the project, the Consultant will be required to identify
contributions to the production and effective dissemination of technical information related to
the project. These contributions should be identified with other TACIS projects, with which
co-ordination is relevant. These other projects may be of other TACIS sectors and concern 
other local areas. 

These contributions will be implemented at the most adequate stage of the project, after
approval of the EC on the planned activities and related budget. 

In addition to any other task which the Consultant might consider as relevant or which isbeingrequested by TACIS services, these contributions to information dissemination will include at 
least the following tasks: 

" Choice of preferably one technical subject matter per produced material or at least 
focusing on asingle main topic; 

" Establishment of acommunication strategy (identification of the target audiences,
knowledge of local needs intechnical information, etc.); 

" When relevant, before the drafting phase, the Consultant will co-ordinate with other
TACIS projects dealing with the same technical issue in order to produce a commonly 
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drafted document. The EC will designate the leading firm for the implementation of the 

proposal. 

Drafting of the contents of the material-

In doing so, the following elements will be taken into account: 

1. 	 technical quality of contents 
2. 	 country relevance: specify the geographical coverage and take into account 

loc.l tastes and interest; 
3. 	 didactic value: understandabl for.the local audience; 
4. 	 replicability of field experience in terms of technical information and country 

relevance; 
5. 	 user friendly presentation (clear presentation, appropriate wordings, didactic 

illustrations, etc.). 

The final version will be drafted in correct English. 

* 	 Translation of the produced material into Russian language and any additional 
appropriate CIS language; this translation will be cross-checked in order to ensure the 
best local understanding of contents. 

" 	 Production (preferably by a CIS publisher/editor) in quantities in accordance to the 
defined communication strategy; 

" 	 Dissemination of material, so that effective dissemination of technical information in the 
area of the project or other relevant areas in the CIS is ensured, particularly in the light 
ofmultiplier effect; 

On basis of the defined communication strategy and the project experience, the 
Consultant will use the most effective dissemination channels and networks (including
the ones used in similar operations by other TACIS or Western projects). 

The Consultant will also train adequate local manpower, who preferably participated to 
the project. This staff will have the adequate technical knowledge as well as
communication skills and will transfer technical information on local level and for a 
limited period of time to be defined during the project. 

At the end of theproject (or at an earlier stage of implementation, when relevant), for 
each document or material, the Consultant will provide the EC with the following: 

1. 	 three copies of each existing version of produced material; 
2. 	 a copy of the document on diskette, in case of written material;
3. 	 a completed "TACIS Corporate Memory Summary Sheet" (the guidelines for 

this document will be provided by the EC).
4. 	 a complete final report on the implementation of TCM dissemination, including

all relevant information such as production and distribution networks. 

TACIS Av.,k F..d 191;-9 

3,. 11DR 

16 



CONSULTATIVE GROUP MEETING FOR GEORGIA 

"Firis,November 21, 1994 

Pledging Statement of the German Delegation 

Germiny intends to suppqrt the stabilization and reform program of the Government 
of Georgia (GOG) in three ways: 

First by the immediate implene'ntation, of the agricultural sector program, agreed 
upon in 1993 amounting to, .5imillion DM. This loan on IDA terms will be used 
for the pjurchase ofurgently nepded spare parts and equipment. According to KfW, 

-which is prepared to sign the loan agreement in November, 0.5 million DM can be 
disbursed in 1994 and 6.5 million DM in 1995. 
We strongly support the intentioh of the GOG to liberalize prices, to privatise 

agriculture production as.,well as the processing of agricultural products as this is a 
basis for the development of private agriculture. 

Second, we are prepared to provide another 20 million DM earmarked in 1993 for 
the food processing industry in fast disbursing commodity aid (we have not the 
possibility to give balance of payment aid). We therefore welcome the commitment 
of the GOG. to break up the quasi-monopoly of the Bread Corporation and the 
monopoly for the procurement of wheat, as this would help the German Government 
to make the funds available. 

'Third, we intend to use funds from the Federal Budget of 1995. Due to recent 
-elections in Germany, I guess the Budget law will not pass parliament before 
February/March next. I therefore cannot commit my Government concerning funds 
from the 1995 Budget. If' funds become 'available we assume that they will be 
disbursed, rapidly.. 

Let me briefly pass. to other fields of assistance and cooperation. Since 1992, 
Germany has been providing ,Technical Assistance (TA) in a number of areas, totalling 9.9 
million DM as a grant. We intend t6 continue our strong commitment. As the agricultural 
sector has become a sector of priority, though not the exclusive sector for our cooperation, 
I could imagine that the major part 'of future TA funds will be used for the support of 
measures in the agricultural sector. 

Part of the TA ffiinds will be needed to continue important projects: 

- .. 	Ther"is agreement with the Georgian side to continue and enlarge the 
advisory services for economic legislation. I think this is a good example not 
just for a successful project but also for an effective coordination between the 
GOG, Germany, the EU and the Bank. Early 1995 there will be a planning 
workshop in Tiblisi and I would like to invite interested donors to participate. 



2 

Germany is also ready.to. support the Ministry of Finance in the field of tax 
administration.. As inthe past, this project will be closely coordinated with 
the IMF and the Bank. 

Another field where.TA is needed is privatization. We are ready to support 
...the GOG in this field,' and in the case of a positive outcome of a study that 

has just, been completed,' we are ready to provide TA to the ports of Batuni 
and Poti. 

-In closing, I w6uid like to wish-us ailsuccess in our endeavor to support Georgia on 
her way to economic growth and the improvement of'living conditions for the population. 
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as of I November'1994 

Financial Cooperat{ion ,.-	 total130.0 Government agreement on 
4 ... r, •- ..... s.,i. 	 ..- , ... ?4.. ­of which mmitmen 1903 --. 30.0 DM 30.0 million concluded 

of which commitment 1994 prno new funds .Cm"t 
.. t b -4~ 	 !available in 1994. .. . 

1. Study and Expert Fund Financing of studies, secondment of experts to -... " 2.5 Under.implementation .Sprepare 	 financial cooperation projects grant Financing agreement concluded 

2. Sector Programme Iin support The funds are provided for the transmission o 7.0 KfW charged with*­

of private agriculture investment loans to small family enterprises. (loan for implementation. Loan and 

smaller downstream processing plants and also investments) financing agreements to be 
larger agro-enterprises involved in processing. on IDA conditions concluded soon. Expected 
The loans are provided via a Georgian Bank. 0.5 disbursement: 

grant 	 94 DM 0.5 million 
95 DM 6.5 million 

3. 	 Sector Programme Agriculture If 20.0 still to be prepared 
(loan for 

investments) 
on IDA conditions 
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Technical Cooperation 
of which commitment 1992 
of which commitment 1993 
of which commitment 1994"" ! 

total 9.9 
45 9.. 
4.5 
3.02.4 

9.9 

Study and Expert Fund 

... 

.: .;:: Fund gives possibility of implementing, at short. 
,- notice and with little input; TC-projects ofasmallersope, studies and basic n advance 

":, training of co unterparts.... 
--.,Advisory services to Ministry of Justice and 

Parliament regarding economic legislation
(deployment of short-term experts,
provisions in kind) 

under implementation 
project extension envisaged 
initially until end-95. 

-

- Support inprivatisation of economy (holdingof seminars, assignment of short-term 
experts, supplies inkind, basic and furthertraining together with Tiflis Business School, 

management advice to selected enterprises) 

- Promotion of health system (supply of 
medicaments and medical equipment) 

Promotion of horticulture farming (extensionservices to farmers' associations and supply 
- r uem. 

iunder implementation 

extensionp vsaged pla nninbegihopn o t pla 

bgnigo 95 

under implementation 
follow-up measures envisaged. 

under implementationfollowing-up project under 
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• .... 
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."S~ppdrtof banking system (deployment of 
short-terrn experts, holding of seminars) 

of 

~Advisory services to Ministry of Finance on. it 

.finalized 

.~ 

. ... 

-. 

under implementation 

budgetin~g and finance (deployment of short-
term experts, further training) 

.(from 19 Novembeei 994 
intensive continuati6t for 2-3 
years prepared in a planning 
workshop). 

- Advisory services to Ministry of Environment 
on nature protection and environment 
legislation (assignment of short-term 
experts, supplies in kind) 

a 
.. t under implementation; 

possible follow-up measures to 
be agreed upon at next 
consultations. 

- Study on Optimization of Poti and Batumi 
Harbours 

GTZ will submit results of study 
shortly. 

Support of business management training at 
Tiflis Business School 

project offer under preparation, 
commitment of funds still 
envisaged for 1994. 

- Coordination of STEP and advisory services 
to Georgian government as to its use 

under implementation 



Donor Community Meeting 

1. 	 On Friday, 1st of July 1994 a meeting of donor agencies to Georgia took place in
 
the German Embassy. It was a joint initiative of the German Embassy and the
 
European Union's TACIS Coordinating Unit in Georgia.
 

2. 	 Invitations were extended to the Embassy of the People's Republic of China, the 
Embassy 01 the Islamic Republic of Iran, the Embassy of Israel, the Embassy of the 
Russian Federation, the Embssy of the Republic of Turkey, the Embassy of the 
United States of America as well as to the European Union's TACIS Coordinating 
Unit,the United Nations Development Programme (UNDP) and the World Bank. 

3. 	 The purpose of the meeting was an exchange of economic assistance programmes to 
Georgia and to iitiatdOollow-up of the first meeting in order to improve 
coordination between donor agencies in Georgia. 

4. 	 The People's Republic of China has delivered 30 metric tons of products (mainly, 
medications) to Georgia. It has signed a treaty, with Georgia granting a 3.3 million $ 
low-interest loan for the purchase of small tractors. 

5.. 	 Germany's economic assistance to Georgia includes both technical and financial 
assistance projects. The Technical Assistance consists of advice inthe field of 
economic legislation to the Georgian Ministry of Justice, support of privatisation, 
support in the health field, support of private farmers, support inthe field of 
baning, advice in the field of budgets and finances to the Ministry of Finances and 
of advice in the field. f ecological legislation to the Ministry of Environment. The 
Technical Assistance budget'amounts to DM 4,5 million in 1993 and DM 3 million 
in 1994 

.The Financial Assistance consists of a DM 27 million loan and a DM 3 million grant 
in order to st englh en private agricultural businesses. A first tranch of this loan (DM 
7 millio...will be issued in 1994. 

6. 	 On the occasion of President Yelzin's visit to Georgia 20 treaties have been signed 
between Russia and Georgia covering most sectors of cooperation between the two 
countries. Russia is focusing on.the rehabilitation of the traditional relations. A 
interest-free loan worth 20 billion roubles has been given to Georgia. Georgia is free 
to choose the use of this loan. A grant worth 5 billion roubles was given in order to 
rebuild Tskhinvali (capital of Southern Ossetia). Humanitarian assistance is furnished 



to the Russianinin6rity in'Southern and Western Georgia and in Abkhazia. The 
Awarian minority in Georgia reeives support by the Russian government. 

The delivery of energy to Georgiai s inler discussion. 

It was underlined that a lot of Russians have left Geo.giz.. Tcir expertice is lacking 
in Georgia while there are not enough Georgian experts. 

USAD tentatively presentd its programme for the budget year 1995 (through 
September 1995),. whihW nsists of approvimately $ 26 million. $ 14 million will be 
spent for Humanitarian Assistance and $ 12 million for Technical Assistance. The 
Technical Assistance programme includes projects in the energy sector in order to 
improve the infrastructure $6 million or more) in the field of democratic reforms 
focusing on the rule 6f a~and the development of independent media ($ 1.5 
million)' in the health.fieid($1l million), in the field of privatisation ($ 500,000) and 
inthe environmental sector. USAID promised a general survey of all economic 
assistance projects that have been given to Georgia so far. 

8. The European Union Technical Assistance to Georgia focuses on the support to 
Enterprises (7.3 million ECU), advice in the agriculture and food sector (7.2 million 
ECU) and the Human Resource Development (Government and legal advice) (6.1 
millionECU). Furthermore Georgia was entitled to 132 million ECU of loans from 
the European Union.,: 

9. Thd UNDP has identifed some projects within its $ 1.5 million, budget whereof one 
project isgoing to be implemented soon. It consists of advising the newly created 
aid coordinatQii' t. t. ri;th.Georgian government ($300,000). Another project 
to strengthen the social safety net has been identified. 

It'was underlineI thatthe LNDP does not include World Bank projects. 

:i10. The WorlO.Bank intends to grant two loans to Georgia. The first loan worth $10.5 

million on IDA conditions is an institution building loan. 

Tentatively it was mentionedthat another $ 60 - 100 million loan (IDA conditions) 
for the next three years could be'granted. 

That includes a rehabilitation loan that could be granted if Georgia signs the stand­
bv trestv with thp TIT tc, A;.......... . ... 
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Another $ 20 ­30 million loan could be issued in order to improve the municipal 
,nfrastuctreiyrther e World Bank is plannng a joint project with the 

Eurpean'Bank for Reconstruction and .Development in order to rehabilitate three 

hydropowerstations in Georgia. 

71-"11. It a s ug g est d to th e'- ' 

Itwas's te san Embassy to host the next donor's meeting in about 
two months., 



List,of Pfrticipants 

-i)'d"Abbi'nkEU/T.ACISC6i aing Unit 
2) Achilles G. Adamahtiades, World Bank 

4)jHari.PoltopI 's .. r ;cordinating0 rIS Unit Team Leader 
5) J6o Scott; PolicyAdvis r to the Head of State TACIS 

7{) be-Rta.ftev~c'wU Pe apnn resentatve 

8) Alexander N. Yak,'venko Russian Embassy 
9)'Vladislaw Vucetic, World Bank. 
10) Wang Jin Guo Chinese Embassy 

11) Jakob.von Wagner German Embassy 



SURVEY OF WHEAT AVAILABILITY FROM THE 1995 HARVEST IN GEORGIA 

Background: 

This survey was carried out February 10-15, 1995 by William R. Furtick of Agricultural 
Cooperative Development International (ACDI) with the help of Save the Children 
Foundation (SCF) staff.. This was requested and financed by USAID through a block 
grant with SCF. The results of this survey are based on official estimates of the Ministry 
of Agriculture and Food Industry (MOAFI) summarized in Table 1,a visit to the Mtsketa 
Seed Farm, discussions with TriValley Growers (TVG) and with the staff of the Private 
Farmers Union, a visit with the Vice- president ofthe Academy of Agricultural Sciences in 
Georgia and two field trip into some wheat growing areas for first hand observation. 

Sources of Information: 

The TVG is an American agricultural cooperative working under an AID funded Farmer 
to Farmer NIS regional project contracted with ACDI.. TVF has been helping the 
Private Farmers Union (PFU) improve their seed and input distribution system. The PFU 
is the largest and perhaps most vocal organization of farmers resulting from privatization.
They have about 25,000 members of which about one hundred have more than fifty 
hectares and the rest are smaller farms with a minimum size of one hectar.. They cover all 
of Georgia with regional offices. They are operating like a supply and marketing 
cooperative in the U.S. 

The Mtsketa Seed Farm is the main cereal crop research and seed multiplication 
institution in Georgia.. It is responsible for breeding, selection and basic seed 
multiplication for wheat, barley, oats, hybrid seed corn, beans, soybeans and alfalfa. The 
visit confirmed it was fully operative with all programs functioning. They indicated that 
the process of multiplying the basic seed they distributed to a network of Government 
Seed Multiplication Farms for producing the seed needs of farmers had largely broken 
down. This is due to the inability of m,,y of these farms to fully function, because they
lack fuel, machinery spare parts, money. to buy fertilizer and herbicides and pay other 
operating costs. The basic seed from Mtsketa was distributed to the multiplication farms 
without problems and in adequate quantity. Apparently the multiplication farms sold 
part of this basic seed directly to farmers rather than plant it for multiplication. They also 
sold it on the open market for food or livestock feed to get operating money.. This 
resulted in a severe shortage ofwinter wheat seed last fall. Although farmers also suffered 
the same constraint as the multiplication farms, they still appeared to have plowed much 
more land for planting winter wheat than the available seed permitted them to plant. This 
was observed on the field trips. These farmers are now looking for spring wheat seed If. 
it were available, they would probably plant more than 20,000 hectares. There appears 
to be only two ton of spring wheat seed available which would plant a maximum of about 
forty hectares. 



The New Georgia Cereals Policy: 

Dr. Robert V. Andguladze, Vice-president of the Academy of Agricultural Siences of 
Georgia was visited. He lead the effort to develop the Government of Georgia Policy on 
Cereals which passed the Council of Ministers on January 18, 1995. It is to form the basis 
of a new national cereal grain policy and requests for donor assistance. This details 
production targets, pricing policy and specific targets for donor assistance. Full 
mplementation is scheduled in 1997. The figures in Table 1are targets under this policy. 
The document for this program is not yet available in English, but was discussed in detail 
and SCF has a copy in Georgian. It deals with all cereals including wheat. It indicates a 
preference for shilfing production increasingly to favor corn both for food and feed uses. 
The major target for donor assistance is for small scale machinery, fertilizer, pesticides 
and credit. This package calls for about $455,000,000 of donor assistance over the next 
five years of which $280,000,000 would be in the first year. It appears that part of this, in 
the form of agricultural machinery, has been committed by the Federal Republic of 
Germany, the Peoples Republic of China, and the rest may come from the pending World 
Bank Loan. This exercise may have resulted in the emergency request for seed wheat by 
the Georgian Government to USAID. Much of this plan seemed to hark back to the era 
of central planning.. 

Esstimates of 1995 Production: 

Based on these discussions and field observations, it is felt that the estimates provided in 
Table I are unrealistically high. The Director of the Mtsketa Seed farm indicated he 
expected a maximum production of 70-80,000 metric tons. This was based on the 
assumption that no more than 50,000 hectares, at most, of winter wheat was planted, and 
seed for spring planting is negligable. The Ministry estimates includes the production of a 
much higher than unusually plantied spring wheat crop, The desire of farmers to plant a 
large area to spring wheat is confirmed by the PFU data. He also estimated lower yields 
due to the lack of fertilizer, herbicides and that lack of operative equipment and fuel would 
hamper harvest. In addition, lack of fiurictional irrigation would further reduce yields, 
unless weather was unusually favorable. The basic seed crop on the seed farm is fully 
planted and in good condition, but the state of the multiplication farms is not improving. 
This would indicate a very large probable shortage of wheat seed this fall, and again in 
1996. The need is also probably underestimated as small farmers that plant an increasing 
portion of the wheat crop are planting by hand rather than with grain drills. This 
increases the amount of seed required by almost three times. 

Consumption: 

The Government price policy on the purchase of wheat for coupons at lower than market 
priceand unavailability of finds for payment on delivery is resulting in both the farmers 
and State Farms selling on the informal market. This makes it very difficult to determine 



actual availability, production or consumption. A higher use as animal feed by the
 
numerous new privatized small farmers who are increasing their livestock and poultry

numbers very rapidly and sales across the borders.also complicates gathering accurate
 
data. There is clearly a rapid increase in the planting of small amounts of wheat for
 
subsistance needs by a very large number of the new small private farmers.. This may be
adding considerably to the total production and reducing consumption requirements of
officially traded wheat. Much of this production is thought to be from farmer saved wheat
seed. There is also clearly a shift to greater production and consumtion of corn both for
food and feed. Since the official figures on need reflect past consumtion patterns based on
the Soviet era., this may cause the need estimates to be overstated both for human
consumption and due to the collapse of the large scale State Livestock Farms, feed needs.
Taking these factors into consideration, the total wheat needed and consumer demand
indicated in Table I are both probably considerably higher than the actual situation. 
Demand for human consumption might well be 700,000 metric tons or less. 

Issues Regarding Import of Seed: 

Discussions on import of wheat seed indicated that some U.S. varieties have been tested,
but their yields were much less than local varieties or those from the Ukraine or Russia.
The highest yielding ,ariety was examined and it appeared very similar in characteristics 
and appearance to the very high yielding Pacific Northwest varieties from the U.S. which 
are grown in a climate similar to Georgia. Even if adequate seed were imported for fall
1995 planting, there is not a satisfactorily functioning distribution system except the 
limited but rapidly growing private sector network of the PFU. The interest of their
members in growing wheat is shown in Table 1 by the intent to plant 20-25,000 hectares 
this spring. This will happen only if spring wheat seed could be made available in the next
30-45 days. There is a large spring wheat production area in the lower elevations of 
Western Turkey using high yielding varieties developed with the help of the Inteernational
Wheat and Maize Research Center (CIMMYT) in Mexico. This might offer the best hope
ofgetting spring wheat seed in time for planting. There is some supply of locally produced
nitrogen fertilizer, but shortage of money to purchase it. Herbicides are not available. 
Expansion of the TVG seed distribution effort with PFU, now involving hybrid corn, to
include wheat seed would appear to be a vehicle USAID could use for any assistance 
through wheat seed import. PFU proved a satisfacttory vegetable seed distribution
mechanism for German technical assistance through GTZ and is rapidly gaining strength as 
a private sector alternative to the collapsing Government distribution system. Since TVG
activities are already AID funded, they offer a rapid vehicle through contract amendment. 

Special recognition is given to David Bedoshivili and Temo Jorbenadze of SCF for their 
collaboration. 
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Table 1 

Source of Information 
Ministry of Agricultural PlantinglIntensions 

Information obtained Agriculture, Academy PFU Members 
Ednar Mikanadze (Estimates) 

Hectares planted to winter wheat in fall 1994 73,000 3,000 ha 

Added hectares to be planted to spring wheat 1995 22,000 20-25,000 ha 

Anticipated productivity in 1995 2,1 MT/ha 3 MT/ha 

Hectares planted to winter wheat in fall 1993 75,000 ha 

Added hectares planted to spring wheat 1994 2,000 ha 30% 

Total production in 1994 104,000 MT 2-3 MT/ha 

Seed required for planting fall 1995 51,000 MT 46,000 MT 20-30,000 MT 

Seed available for fall 1995 30,000 MT " 2,000 MT 

Tons of wheat needed for 1995-1996 2 million MT* 2.2 million MT 150,000 MT 

Total consumer demand for wheat 990,000 MT** 1.1 million MT 50,000 MT 
Expected production from 1995 harvest 135,000 MT 

*Including livestock feed 
"Calculated as I 80kg/person for the population of 5.5 million. 
"No data isavailable 
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