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2. Project Objectives and Components:    

 a. Objectives:

  PAD and Development Credit Agreement (DCA) provide slightly different descriptions of the Project Objective :
1. PAD: Overall Objective (Annex 1): Self-sustainable and continuous adjustment of private enterprises through  
owner- and creditor-led restructuring.
Sub-objectives (as per Section A of the PAD): 
(i) Improve efficiency of private and privatized enterprises, directly and through a demonstration effect;  
(ii) Develop managerial capacity for continuous enterprise adjustment in response to market signals . 
(iii) Strengthen institutional capacity to facilitate reform and build constituency and basis for constant private sector  
development (PSD) through publication and public awareness campaign . 
(iv) Support creation of associations of enterprise consultants and private enterprise managers .
(v) Support creation of new small private businesses by releasing assets from restructured privatized  
companies.
2. DCA (original):
Promote self-sustainable and continuous restructuring of private enterprises, including enterprises recently  
privatized.
2a. DCA (revised):
Promote self-sustainable and continuous restructuring of private enterprises, including enterprises recently  
privatized, and to provide pre-privatization support to state-owned enterprises (SOEs) included in the privatization 
program.

At the request of the Borrower, the Project Objective was revised /expanded in June 2005, to include as beneficiaries 
SOEs scheduled for privatization. No changes were made in key monitoring indicators .
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 b.Were the project objectives/key associated outcome targets revised during implementation?     

    Yes
    If yes, did the Board approve the revised objectives /key associated outcome targets?
Yes
    Date of Board Approval: 06/20/2005

 c. Components (or Key Conditions in the case of DPLs, as appropriate): 

        According to PAD, the project was comprised of two main components . However, DCA lists three components,  
adding component C (project implementation). In PAD, component C is absorbed in Component B :
A. Enterprise Rehabilitation Component. Consulting services, studies and training, including : (i) Diagnostic studies of 
Eligible Private Enterprises that are candidates for receiving assistance under the project, in order to : identify and 
prioritize the enterprise's needs for the advisory services; assess the receptivity of management to outside consulting  
advice; and determine whether their efficiency can be improved without significant capital expenditures;  (ii) Advisory 
services to Eligible Private Enterprises to assist in the improvement of their profitability and managerial efficiency . 
Support to non-investment restructuring of new private and privatized enterprises, initially led by foreign consultants  
with a proven track record from transition economies, providing extensive on -the-job training for Georgian 
consultants. Estimated cost: US$15.3m (including contingency). Actual cost: US$15.2m.
B. Improvement of Managerial Skills. Organizing and co-financing of training and secondment of Georgian managers  
and consultants in leading foreign enterprises, and support to establishing professional and business consulting  
self-regulating organizations (SROs), including: (i) Local training for managers of Eligible Private Enterprises and  
selected management consultants in management techniques, computer skills and foreign language skills;  (ii) 
Training for managers of Eligible Private Enterprises and selected management consultants through secondment to  
companies abroad  - to be selected from trainees under B(i); (iii) Dissemination activities with the participation of  
managers of Eligible Private Enterprises and selected management consultants following completion of their  
secondment under Part B(ii) of the Project. Estimated cost: US$6.1m (including contingency). Actual cost: US$3.1m.
C: Strengthening of CERMA: consultant and audit services to strengthen CERMA's  (Center for Enterprise 
Restructuring and Management Assistance  - NGO in charge of project implementation) capacity to carry out the 
Project. No cost breakdown provided. PAD indicates (Section C.1) that costs of Component C are included in  
Component B.

 d. Comments on Project Cost, Financing, Borrower Contribution, and Dates:     
        1. There were three extensions of ERP closing date, extending the implementation period by three years : 
(i) from 12/31/03 to 12/31/04 - to introduce new approach to providing assistance to clusters of enterprises, as  
recommended after the mid-term review; 
(ii) from 12/31/04 to 12/31/05 - in order to ensure: (a) the procurement of consulting assignments, delayed due to  
volatile political situation that discouraged consultants to apply; and  (b) the completion of the training program for an  
additional 40 managers;
(iii) from 12/31/05 to 12/31/06 - in order to (a) include SOEs in a pre-privatization status, following the change in  
project objective; (b) complete all proposed assistance for these SOEs; and  (c) complete rehabilitation work in 
progress for a cluster of 12 small enterprises in the high-technology field.

2.The Project anticipated that each participating enterprise was to make a co -payment for the services received  - at 
no less than five percent of the advisory services, to be recovered by the implementing agency  (CERMA). However, 
during implementation it was brought to the Bank ’s attention that the requirement of a minimum of five percent  
co-payment could preclude small companies from benefiting from assistance . At the request of the Borrower, the 
Bank amended the DCA to lower the minimum payment to two percent . In practice, the share of the co-payment 
depended on the individual enterprise, with the average being higher than five percent and some larger enterprises  
paying as high as 20 percent.

3. ICR notes that the project was able to make savings on Component B  (training and secondment). Activities under 
Component A (restructuring) were expanded due to availability of additional funding and revised project objective,  
which included additional set of enterprises .

 3. Relevance of Objectives & Design:         
   1. Overall, the project objective was relevant to the country's development agenda, as it  supported the key priorities 
of: (i) the 1997 CAS - strengthen and diversify sources of economic growth by removing  barriers to private sector 
development, including focusing on the enabling factors, such as completion of privatization; and  (ii) the current Joint 
IDA-IFC CPS for Georgia (FY06-09) - generating growth and job creation by removing barriers to private sector  
development and improving infrastructure, finance and mark ets. Project addressed important issues for Georgia's  
newly privatized enterprises, such as the lack of institutional support to find a niche in the new market economy and  



the lack of managerial capacity .

At the same time, project objective, in addition to being described slightly differently in PAD and DCA, was formulated  
rather narrow, as it refers to a process, without mentioning the intended outcomes, which normally should be the  
focus of a project objective. However, PAD did separately specify five objectives  (presumably sub-objectives of the 
main one - not clear from the text) that are more useful in this regard, although some of them still describe outputs  
and processes. PAD listed also a few relevant performance indicators, although it did not clearly differentiate  
between outcome and output indicators and identified only one outcome indicator  (change in productivity). In 2003, 
the project's results matrix was revised and more quantitative and qualitative outcome indicators were added  
(increase in sales, export volume, tax revenue, introduction of innovation ). The revision significantly improved the  
clarity of causal link between the Bank funding and achievement of intended project outcomes . 

2. Project design was relevant to project objectives and country circumstances . It followed in the footsteps of two 
successful projects in a similar post -Soviet post-privatization environment (Moldova), combining elements of both. 
The project's historical basis (referred to in PAD and ICR) is the post-World War II Marshall Plan. As ERP alone was 
not sufficiently large to leverage policy changes crucial to its success, it was closely coordinated with the Third  
Structural Adjustment Credit (SAC III) which supported the Government's reform program to reduce macroeconomic  
imbalances and provide an incentive structure for private sector development . ERP was to focus on the 
enterprise-level barriers to private sector development while the Bank's macroeconomic policy dialogue and SAC III  
were to address the policy-related barriers. Project preparation included considerable background analysis and  
stakeholder consultations.  Project team was able to address some of the limitations of design, such as narrow client  
base, throughout the life of the project, by re -focusing on clusters of enterprises .

 4. Achievement of Objectives (Efficacy):     
    Overall objective of ERP is to "promote self-sustainable and continuous restructuring of private enterprises,  
including enterprises recently privatized  and provide pre-privatization support to state-owned enterprises (SOEs) 
included in the privatization program". It is difficult to assess the likelihood of achieving the overall objective, as it is  
not formulated in an appropriate manner . This review will therefore base its assessment of the overall outcome on  
the below analysis of achievement of  sub-objectives, as listed in the PAD and ICR:
(i) Improve efficiency of private and privatized enterprises, directly and through a demonstration effect . The project 
provided non-investment restructuring support to  171 enterprises and training and secondment to leading firms to  
173 managers. Selected enterprise performance indicators  (both initial and additional) show significant progress in: 
productivity (40 percent), employment (39 percent) and taxes paid (32-38 percent). Achievement: Substantial. 
(ii) Develop managerial capacity for continuous enterprise adjustment in response to market signals . The project 
provided training and secondment for  173 managers (target 150). PAD anticipated "increase in productivity" as a 
measure of success - was dropped as an indicator for this sub -objective at a later stage. ICR cites anecdotal 
evidence of innovations introduced by managers that underwent training and secondment . No other, measurable 
indicators are provided. Project trained 220 local management consultants, but there is no mention of how many of  
them have been employed later by private enterprises .  Achievement: Modest.
(iii) Strengthen institutional capacity to facilitate reform and build constituency and basis for constant private sector  
development through publication and public awareness campaign . This sub-objective aimed at developing capacity  
at the implementing agency (CERMA) and improving public awareness of enterprise reform .  ICR argues that 
CERMA has developed into a viable institution, with a potential to become an independent consulting firm and  
possibly developing an MBA-level training program. The project financed a series of roundtable discussions for the  
businesses. However, there is no evidence of improved public perception of privatization and enterprise reform . 
Achievement: Modest.
(iv) Support creation of associations of enterprise consultants and private enterprise managers . No information 
provided. Achievement: Negligible.
(v) Support creation of new small private businesses by releasing assets from restructured privatized  
companies. No information provided. Achievement: Negligible.

(vi) In addition, following the client's request to expand the project objective  (provide pre-privatization support to 
state-owned enterprises (SOEs) included in the privatization program), the project provided pre-privatization 
assistance to several large and strategically important SOEs  (aviation factory, airport, telecom company, others ) out 
of the undisbursed and uncommitted funds . However, no changes were made in respect to key monitoring indicators  
and it is not clear from the ICR whether the privatization was completed and what was the impact of the Bank's  
assistance to this cluster of SOEs. 

 5. Efficiency (not applicable to DPLs):         
         As measures of efficiency, PAD identified increase in productivity, employment, income and tax revenues . No 
financial analysis was provided at appraisal . The cost effectiveness indicator for the management internships abroad  
was the direct financial gain to the managers' enterprises equivalent to at least the cost of the training . ICR mentions 



that a survey of 29 managers showed that the experience resulted in additional foreign investments, new export  
deals, new suppliers, new technologies and improved management systems, with direct benefits ranging from  
US$15,000 equivalent to US$250,000 per enterprise, compared to a training cost of US$11,500 per manager. 

aaaa....    If available, enter theIf available, enter theIf available, enter theIf available, enter the     Economic Rate of ReturnEconomic Rate of ReturnEconomic Rate of ReturnEconomic Rate of Return     ((((ERRERRERRERR))))////Financial Rate of ReturnFinancial Rate of ReturnFinancial Rate of ReturnFinancial Rate of Return ((((FRRFRRFRRFRR))))    at appraisal and theat appraisal and theat appraisal and theat appraisal and the     
rererere----estimated value at  evaluationestimated value at  evaluationestimated value at  evaluationestimated value at  evaluation ::::        

                     Rate Available? Point Value Coverage/Scope*

Appraisal No
ICR estimate No

* Refers to percent of total project cost for which ERR/FRR was calculated.

 6. Outcome:     

    The project showed important achievements in key areas  - improving effectiveness and efficiency of selected  
private enterprises, including significant productivity and employment gains, that have important demonstration effect  
in the longer term. At the same time, there were shortcomings in project design, results framework  (especially at the 
appraisal stage), as well as survey methodology and sampling that formed the basis for measurig results  (see 
Section 10 below). The ICR does not provide information on the achievement of the amended objective  -          "
pre-privatization support to state-owned enterprises (SOEs) included in the privatization program" (see the last para 
of Section 4 above). Similarly, no information was provided on the achievement of  sub -objectives iv and v (Section 
4). Despite these shortcomings, the overall outcome is rated moderately satisfactory, as subcomponent  (i) and, to 
certain extent, subcomponent  (ii) - the focus the the project activities  - showed visible achievements in terms of  
outputs and outcomes sought .
  aaaa.... Outcome RatingOutcome RatingOutcome RatingOutcome Rating ::::  Moderately Satisfactory

 7. Rationale for Risk to Development Outcome Rating:     
    The risk to development outcome is rated Moderate, taking into account : (i) economic and political volatility in a  
country with a history of being prone to internal conflicts and often uneasy relations with major trade partners; and  (ii) 
stakeholder ownership, including donors  (as the Bank does not have follow-up projects in that area) and private 
sector - potentially decreasing and still weak local client base .
   
     aaaa....    Risk to Development Outcome RatingRisk to Development Outcome RatingRisk to Development Outcome RatingRisk to Development Outcome Rating ::::  Moderate

 8. Assessment of Bank Performance:        

  Bank performance is rated satisfactory . Project had solid analytical background and was aligned with a  
structural adjustment loan (SAC III), thus enabling to leverage  policy reform while addressing enterprise -level 
barriers. Design was not overly complicated, although project objectives and key indicators could have been  
defined better. Monitoring mechanism had some methodological flaws  (see Section 10) related to survey 
sampling. Project had enough flexibility to address some of the shortcomings at a later stage, benefiting from a  
mid-term review and consultations with the stakeholders . Revised results matrix and added outcome indicators  
improved the causal link between activities financed and outcomes sought . Supervision was intense, with 
comprehensive reporting and strong communication within the sector . 

    aaaa....    Ensuring QualityEnsuring QualityEnsuring QualityEnsuring Quality ----atatatat----EntryEntryEntryEntry ::::Moderately Satisfactory

    bbbb....    Quality of SupervisionQuality of SupervisionQuality of SupervisionQuality of Supervision ::::Satisfactory

    cccc....    Overall Bank PerformanceOverall Bank PerformanceOverall Bank PerformanceOverall Bank Performance ::::Satisfactory

 9. Assessment of Borrower Performance:        
Borrower performance is rated moderately satisfactory . Despite adequate performance of the implementing  
agency (CERMA), there were ongoing issues with the government agencies throughout the project cycle  
(taxation of foreign consultants' salary,  6-9 months-long audits of CERMA and the private sector participants ) 
which at times jeopardized the project's implementation and led to significant delays .  
    aaaa....    Government PerformanceGovernment PerformanceGovernment PerformanceGovernment Performance ::::Moderately Satisfactory



    bbbb....    Implementing Agency PerformanceImplementing Agency PerformanceImplementing Agency PerformanceImplementing Agency Performance ::::Satisfactory

    cccc....    Overall Borrower PerformanceOverall Borrower PerformanceOverall Borrower PerformanceOverall Borrower Performance ::::Moderately Satisfactory

 10. M&E Design, Implementation, & Utilization:     
   M&E quality varied throughout the life of the project . Initial results framework was focused on outputs instead of  
outcomes. As noted in the ICR, the project missed a good opportunity to employ impact evaluation techniques, as a  
measure to reconcile the varying quality of the surveys upon which the project assessed the outcome . Most of 
information on project performance comes out of three surveys of enterprises . As the ICR does not provide 
information on sampling techniques used, there is a serious risk of selection bias that could undermine the validity of  
results. For example, it is not clear whether the  40 and 30 enterprise (1st and 2nd stages) samples  were selected 
randomly; ICR does not explain the reasons for not using the results of  2006 survey - except simply stating that it had 
"anomalies".  At the same time, the project showed enough flexibility to correct some of the problems in the M&E  
later in the life of the project by adding outcome indicators . 
 aaaa....  M&E Quality RatingM&E Quality RatingM&E Quality RatingM&E Quality Rating ::::  Modest

 11. Other Issues (Safeguards, Fiduciary, Unintended Positive and Negative Impacts): 

   In 2005, the Bank identified some weaknesses in financial controls . Implementing agency followed the Bank ’s 
action program to correct them.

12121212....    RatingsRatingsRatingsRatings:::: ICRICRICRICR  IEG ReviewIEG ReviewIEG ReviewIEG Review Reason forReason forReason forReason for     
DisagreementDisagreementDisagreementDisagreement ////CommentsCommentsCommentsComments

OutcomeOutcomeOutcomeOutcome :::: Satisfactory Moderately 
Satisfactory

See Section 6

Risk to DevelopmentRisk to DevelopmentRisk to DevelopmentRisk to Development     
OutcomeOutcomeOutcomeOutcome ::::

Negligible to Low Moderate See Section 7

Bank PerformanceBank PerformanceBank PerformanceBank Performance :::: Satisfactory Satisfactory

Borrower PerformanceBorrower PerformanceBorrower PerformanceBorrower Performance :::: Satisfactory Moderately 
Satisfactory

See Section 9

Quality of ICRQuality of ICRQuality of ICRQuality of ICR ::::
    

Satisfactory

NOTESNOTESNOTESNOTES:
- When insufficient information is provided by the Bank for IEG  to  
arrive at a clear rating, IEG will downgrade the relevant  ratings as  
warranted beginning July 1, 2006.
- The "Reason for Disagreement/Comments" column could 
cross-reference other sections of the ICR Review, as appropriate .

 13. Lessons:     
   1. A technical assistance project has much better chances for success when paired with a policy reform  
leveraged by an adjustment loan (see Section 3).
2. Project design with enough built -in flexibility and frequent consultations with the client allow for corrective action,  
which can be effective even late in the life of the project .
3. Bank's technical assistance to enterprises lacking experience and skills but willing to adapt to new market  
economy conditions and open to restructuring and learning, is able to produce positive results even if not paired  
with significant capital investments  (see Section 4i).
4. Weak methodological basis for monitoring results can undermine the credibility of otherwise successful  
operation.

 

 14. Assessment Recommended?     Yes No



 15. Comments on Quality of ICR:     

The ICR is of good quality. It is generally quite informative and candid in discussing the strengths and weaknesses of  
the project design. It uses extensively the results of enterprise surveys that provide important information on project  
performance and outcomes, but does not discuss in sufficient detail the methodological underpinnings of surveys,  
thus leaving some questions unanswered .
    aaaa....Quality of ICR RatingQuality of ICR RatingQuality of ICR RatingQuality of ICR Rating ::::    Satisfactory


