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ECONOMIC  
OVERVIEW

General overview
Georgia is a small, upper-middle-income country in the South Caucasus, connecting 

Europe to the Middle East and Central Asia. Since independence in 1991, the ensuing civil 

war and territorial disputes have made the transition to a market economy particularly 

challenging. Even so, Georgia is now one of the most open and easiest places to do 

business in the sub-region, with sustained albeit volatile growth. To continue to sustain 

growth and benefit from its manifold opportunities, however, Georgia needs to make 

better and systematic use of its potential, moving from a model of filling essential gaps 

to one based on broader experimentation with new and better ideas, business models, 

technology and governance arrangements.

Reform process
The radical improvement in Georgia stems from a series of far-reaching reforms. 

Following the Rose Revolution in 2003, structural changes in the institutional and 

legislative frameworks radically reduced petty corruption and improved the efficiency 

of government. Trade liberalization, including a range of free trade agreements, secured 

access to a diverse set of markets. Reforms of public financial management are under 

way, including the recently developed fiscal framework, changes in civil service pay and a 

transition to compulsory savings for retirement. As a result, Georgia has moved up quickly 

in the Ease of Doing Business ranking of the World Bank (2020a), reaching seventh place 

globally for regulatory performance. Although several efforts are under way, such as more 

investment into infrastructure, education and administration, further reforms are needed 

to restructure, diversify and increase the productivity of the economy.

GDP growth
Since 2007 Georgia has maintained robust growth in GDP, at an average annual rate of 5.1 

per cent (figure I.1), driven by enhanced productivity resulting from structural reallocation, 

high government spending and strong inflows from abroad (EBRD, 2018). As a result of 

reforms, gross domestic product (GDP) per capita in current U.S. dollars has increased 

from $2,800 in 2009 to $4,770 in 2019, while GDP per capita based on purchasing power 

parity (PPP) in current international US dollars has doubled, reaching $15,636 in 2019 

(World Bank, 2020b). The economy has demonstrated resilience in the face of external 
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shocks during this period: the global financial 

crisis, territorial conflictsand now plummeting  

commodity prices. 

As the gains of the first wave of structural reforms have 

been realized, however, productivity has declined. 

Looking at the time trends of different elements 

of GDP, it is evident that capital formation has 

contributed the most to GDP in recent years, reaching 

almost 27 per cent in 2019. Continued growth relies 

more and more on accumulating capital in non-

tradables, which drives up asset prices while failing 

to diversify the economy. The economy depends 

increasingly on remittances, which exceeded 12 per 

cent of GDP in 2019, exposing it again to external 

shocks, causing instability and driving consumption 

rather than investment. 

Domestic demand drives the economy. Government 

spending has been over 25 per cent of GDP since 

2010, and a recent flourishing of social spending 

has helped keep the percentage that high.  

The current account deficit of 5 per cent of GDP in  

2019 exposed the economy even more to external 

shocks and it is expected to increase following  

the impact of the COVID pandemic.1 As a result, fiscal 

space has become ever more constrained. Despite 

attaining upper-middle-income status, Georgia is still far from achieving broad-based 

prosperity at the frontier of economic performance, given the overly generous and broad 

tax exemptions, the inefficiency of State-owned enterprises and the lack of constraints on 

social spending, all of which impede sustainable economic growth. 

Foreign direct investment
Foreign direct investment (FDI) remains a key source of external financing for Georgia,  

with net inflows reaching 7.2 per cent in 2019, above levels seen elsewhere in the 

sub-region, for instance in the Russian Federation and Turkey. Three factors threaten 

its sustainability. First, as is evident from the 5-percentage point drop in 2018  

(from 12 per cent in 2017), most current investment is market- and resource-seeking  

rather than efficiency-seeking, and thus easily affected by business cycles. An example 

of one of the most profitable resource-seeking investments made is the South  

Caucasus Pipeline Expansion Project implemented in 2014–2019. Second, weak 

support mechanisms, such as underdeveloped value chains and the lack of regulatory  

transparency, impede foreign investment. Third, access to financing is low and the  

costs are high, especially for long-term investment, and the banking sector is highly 

concentrated, further deepening the economy’s microeconomic vulnerabilities  

(World Bank, 2018a).

Figure I.1 · Annual GDP growth, 
 1990–2019 (Per cent)  

Source: UNECE, based on data from the World Bank (2020b). 
*Missing values for Armenia, Azerbaijan and Belarus (1990), as well as the Republic of Moldova (1990–1995). 
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Sectoral decomposition
A sectoral decomposition reveals that services and industry are strong whereas 

manufacturing and agriculture are in decline. Services accounted for about 60 per 

cent of GDP in 2019, but most industries have low productivity and cater largely to 

domestic demand. The large tourism and hospitality industries operate below potential. 

Manufacturing remains predominantly resource-based (57.7 per cent), with only modest 

shares of low- and high-tech production. 

Demographics
One long-term impediment to economic growth is the dwindling population.  

With a constant zero rate of population growth and high net outmigration, the labour 

force continues to shrink (Geostat, 2019). As the pool of talent declines, economic dualism 

– large differences in productivity among sectors and regions – poses another threat to 

productivity-driven growth. Although the unemployment rate stood at 14.4 per cent in 

2019 (a modelled estimate from the International Labour Organization), the urban-rural 

divide entrenches inequality and the large agriculture sector remains underdeveloped. 

External position
Despite the sectoral risks, Georgia’s strategic geographic position and economic 

openness will boost commerce, especially through the Deep and Comprehensive Free 

Trade Agreement (DCFTA) with the European Union (EU) and the more recent free trade 

agreement with China. The recovery of demand from key trading partners has lifted exports 

and strengthened workers’ remittances (WTO, 2018). Services exports have skyrocketed 

in recent years. Merchandise exports have also grown, reaching levels significantly 

higher than those of Georgia’s peers, with the sum of exports and imports constituting  

121 per cent of GDP in 2018 – far above the regional average. Several impending 

megaprojects, such as the Anaklia Deep-Sea Port and Special Economic Zone (box I.1)  

and the Trans-Caspian International Transport Route, aim to further expand trade 

and solidify the country’s position as a logistics hub, with alternative modes of cargo  

transport from Europe to China and Central Asia and a range of opportunities and  

spillover effects.

Despite the potential for diversification, Georgia’s current export basket remains 

vulnerable to external fluctuations in commodity markets – and limited in terms of 

potential for capacity accumulation and diversification. The index of merchandise 

concentration for exports in Georgia was 0.21 in 2018, which indicates that, with values 

ranging from 0 (diversified) to 1 (concentrated), the country’s exports in merchandise 

were only the fourth most diversified in the EESC sub-region, after Belarus (0.18),  

the Republic of Moldova (0.19) and Ukraine (0.14) (UNCTADstat, 2020a). Most of Georgia’s 

exports are of low-margin commodities as the country is a leading exporter of ores and 

metals – products for which its revealed comparative advantage (RCA)2 is strongest –  
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followed by beverages, animal stock and fertilizers (OEC, 2020; UNCTAD, 2020b).  

Nonetheless, to ensure sustainable diversification of exports and mitigate the country’s 

vulnerability to external competition, Georgia can capitalize on its potential for 

diversification by experimenting more systematically with opportunities that increase 

both the sophistication and the diversification of tradables.

The 2020 Competitive Industrial Performance (CIP) Index shows that industry in Georgia 

(ranked 96th out of 152 economies) outperforms that in neighbouring Armenia (103rd) 

and Azerbaijan (120th) (UNIDO, 2020). The 2019 Global Competitiveness Index (GCI) 

ranked Georgia 74th among 141 economies, a decline from the previous year (66th),  

and identified as strengths its labour market (37th), institutions (43rd), human capital  

skills (46th) and business dynamism (58th) (WEF, 2019).

Institutional quality
The sorely needed investment into new ideas requires efficient institutions. Taking 

the average of the World Governance Indicators on rule of law, control of corruption, 

government effectiveness, and voice and accountability as a proxy for institutional quality 

(IMF, 2018; Kaufmann and Kraay, 2020), Georgia has a score of 0.5. Although this is higher 

than the scores of other EESC countries, it nonetheless suggests room for improvements 

to further strengthen institutional capacity. 

Sustainable development
Over the past decade, the degree of poverty in Georgia has declined significantly, with the 

headcount ratio at the national poverty line dropping from 37.3 per cent in 2010 to 20.1 

per cent in 2018. Yet the rate of poverty reduction has slowed, and many people depend 

on social benefits and pensions (IMF, 2018). A recently adopted pension reform (2018) 

aims to tackle this issue by increasing the distribution of social pensions and introducing 

a contributory private pension model.

Box I.1 Anaklia Deep-Water Black Sea Port

Strategically located as a key transit port on the trade route connecting Europe with China (as a part 

of the Belt and Road Initiative), the Anaklia Deep-Water Black Sea Port is Georgia’s largest infrastructure 

project. A range of plans are in the works for adjacent industrial zones. Although construction was  

due to finish in 2019, it has been postponed to June 2022 by the Ministry of Infrastructure, because 

of the lack of investment raised by the Anaklia Development Consortium. Given the potential for 

this project to secure sustainable revenues and, more importantly, to enable and channel growth, 

investment, diversification, trade integration and employment, finishing the construction of the port 

is imperative.   

Sources: Zemke, Leszek Tymoteusz, 2016-30 Georgia, Anaklia New Deep-Water Black Sea Port, Eastern Partnership Transport Panel – World Bank, 8 November 2017; 
Agenda.ge, Georgian gov’t to discuss future of Anaklia Deep Sea Port, 3 January 2020.
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Notes
1 World Bank, In Georgia, growth projected to slow due to impacts of COVID-19, 8 April 2020.
2 The revealed comparative advantage (RCA) database, created by UNCTADstat, measures trade patterns between 

countries based on their relative productivity. It does not take into account national trade measures, such as subsidies  
and (non-)tariff regulations. 

To exploit opportunities for more growth, it is crucial that the economy make use of the 

full capability of its labour force, both men and women. The labour force participation 

rate of men is nearly 20 percentage points higher than that of women despite higher 

enrolment rates in tertiary education for women (68 per cent gross, compared with 60 per 

cent gross for men, in 2019), reflecting a source of underused human capital. 

Before the economy can prosper further, the Government must also address several 

growing environmental challenges. According to the 2019 GII, the country ranks 86th out 

of 129 economies in GDP per unit of energy use. Mortality due to outdoor and indoor air 

pollution in Georgia, especially in Tbilisi, is very high relative to the sub-regional average. 

The pollution effect is compounded by resource management malpractices such as illegal 

logging, unmanaged forest fires and grazing of cattle in protected areas. Reorienting the 

economy to an environmentally sustainable direction will require substantial innovation. 

Synthesis 
This table presents the main achievements of and challenges for the economic 

development of Georgia, based on the findings described in this chapter. 

Progress made so far Challenges ahead 

• A series of market-oriented reforms, improving the business 
climate, infrastructure and public administration

• Greater economic openness and a larger 
volume of international trade

• Lowered levels of corruption and 
improved quality of institutions

• Reduced poverty rates and rising incomes, 
achieving upper-middle-income status

• Address the constrained fi scal space, which is compounded 
by high public spending and broad tax exemptions.

• Diversify the export portfolio and increase high-tech 
production to build resilience and enhance competitiveness.

• Optimize untapped potential at the sectoral level 
to boost productivity and sustainable growth.

• Strengthen the role of innovation as a driver 
of productivity growth while maintaining the 
strong momentum of the reform process.

Source: UNECE.
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Chapter II

INNOVATION  
PERFORMANCE  
OVERVIEW

Innovation climate
Although the reforms made over the past two decades have sustained growth, created jobs 

and increased investment, the economy still relies heavily on low value added exploitation 

of resources. Intermediate goods account for just 25.4 per cent of products (WITS, 2019). 

Commodity-dependent, Georgia is thus vulnerable to volatile export prices, making high 

value added production and a well-diversified export portfolio a priority for the country’s 

economic development. Diversifying the economy – creating new economic activities and 

strengthening existing ones – is therefore essential for long-term sustainable development. 

Diversification requires broad experimentation with new ideas and innovation. This 

is a major challenge, given the weak education system, skills mismatches in the labour 

market, limited firm capabilities, low public funding of research and development (R&D), 

and scarce industry-science linkages. Innovation inputs not only are insufficient but often 

do not translate into outputs at an efficient rate, suggesting room for improvement in 

innovation policy support. With the right mix of that support, Georgia’s favourable business 

environment, institutional and governance reforms, openness to trade and investment, 

good integration into international science networks and vibrant start-up scene form a 

solid basis for innovation-driven diversification and sustainable economic growth. 

Innovation outcomes
According to the 2019 Global Innovation Index (GII), Georgia is an innovation achiever: it 

ranks 48th out of 129 economies worldwide, second behind Ukraine across the sub-region 

(Cornell University, INSEAD and WIPO, 2019). Its global position largely reflects the market-

oriented and institutional reforms undertaken in recent years, as the economy still faces 

difficulties in generating innovation outputs. Figure II.1 depicts the economy’s innovation 

performance on selected output indicators, as ranked in the 2019 GII. 

The economy performs relatively well on the creative outputs dimension (ranking 

58th), revealing strengths relative to its income group in industrial design by origin  

(11.8 per $1 billion PPP GDP), as well as on creative service exports (0.5 per cent of 

total trade) and online creative outputs (ranking 53rd). At the level of firms, however,  

non-technological innovation needs improvement, as indicated by low ranks for 

Information and communication technology (ICT) and business model creation (97th) 

and for organizational model creation (99th). Firms have struggled to generate much 

technological innovation, particularly innovations that are internationally competitive. 



235

Georgia 
Chapter II 

Innovation performance 
overview

Georgia ranks 90th or more globally on key innovation performance metrics, including 

these four: (1) the share of high-tech and medium-high-tech manufacturing in total 

manufacturing output; (2) the share of high-tech exports (0.3 per cent of total trade), 

which is higher than the share of Azerbaijan (0.1 per cent) but below that of other EESC 

countries (Cornell University, INSEAD and WIPO, 2019); (3) the share of creative goods 

exports in total trade volume; and (4) the volume of intellectual property receipts 

(revenues from selling or licensing Georgian intellectual property abroad). Recently the 

number of quality certificates from the International Standards Organization (ISO) has 

declined, dropping Georgia from a rank of 69th in 2018 to a rank of 74th in 2019, signifying 

lower levels of technology upgrading within the economy. These gaps are also due in part 

to weaknesses in the national innovation system and the supporting policy environment  

(chapters III and IV).

This general picture is confirmed by the latest Business Environment and Enterprise 

Performance Survey (BEEPS V) of the European Bank for Reconstruction and Development 

(EBRD) (2017), according to which only 16 per cent of the annual sales of small and 

medium enterprises (SMEs) in Georgia were accounted for by new or significantly 

improved products or services. The National Statistics Office of Georgia (Geostat) 

Figure II.1 · Innovation performance by selected GII indicators, 
 2019 ranks  

ISO 9001 quality certificates
(per $ billion PPP GDP)

High- and 
medium-high-tech 
manufacturing, 
share of total
manufacturing (%)

Intellectual 
property receipts, 
share in total 
rade (%)

Net high-tech exports,
share in total trade (%)

ICT services 
exports, share 

in total trade (%)

Creative outputs,
aggregate rank

Source: UNECE, based on data from Cornell University, INSEAD and WIPO (2019).  
Note: Lower values indicate stronger performance.
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surveyed firms on their innovation activity in 2016–2018, qualifying levels of market and  

production innovations across a wide range of indicators. It found that in 2017 about 

14 per cent of Georgian firms had introduced or upgraded goods and services on the 

domestic market (Geostat, 2020). 

The ICT sector has the largest high-tech share of the domestic market, at nearly 90 per 

cent of all technology output in the country. Mobile services dominate, giving rise to 

opportunities to incorporate innovative technologies. ICT usage and access have remained 

stable in recent years; about 21 per cent of the population had broadband subscriptions 

in 2018. This indicates the potential to develop new products and services both for use 

within the ICT sector and for the rest of the economy to use ICT more efficiently. 

Innovation activity – channels,  
strengths and weaknesses
As a middle-income economy, Georgia can gain from developing innovations that are 

new at the global level. In addition, importing knowledge and technology from abroad, 

adopting it and adapting it to the needs of Georgian markets and firms can generate 

substantial progress in terms of growth in productivity and GDP, as well as economic 

diversification and sustainable development, while avoiding many of the costs and risks of 

frontier innovation. Several indicators suggest that Georgian businesses are actively using 

the main conduits for importing and adapting knowledge and technology. 

International knowledge transfer

Georgia is one of the more open economies in the sub-region in terms of both trade 

and capital flows – the country is ranked 78th on knowledge absorption in the 2019 GII 

(Cornell University, INSEAD and WIPO, 2019). In 2019, inward FDI stood at 11 per cent of 

GDP, high-tech imports made up 7.5 per cent of total trade and almost 15 per cent of gross 

expenditure on R&D was financed from abroad. This means that Georgia is outperforming 

neighbouring Armenia and Azerbaijan on all three indicators (World Bank, 2020).  

In addition, Georgia is a net importer of intellectual property rights (IPRs), with the gap 

between payments and receipts exceeding $27 million in 2018 (WIPO, 2019). 

The 2019 Global Competitiveness Index (GCI), benchmarked against 141 economies, 

identified the country’s institutions, within the subdimension of the enabling environment, 

and business dynamism, within the subdimension of the innovation ecosystem,  

as among its strengths (WEF, 2019). As a result of the improved business environment,  

the ease of establishing start-ups has also improved in recent years (Geostat, 2019).  

Yet, openness to knowledge inflows from abroad and a positive business environment 

are not enough. To successfully adopt and adapt knowledge and to build on it requires 

academic and business skills, and complementary R&D investment. 

Investment in R&D 

Strong spending on R&D, especially in the private sector, is an underlying factor for 

successful innovation. On a positive note, foreign funding of R&D plays a leading role 
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in Georgia, resulting in the country ranking 28th globally in the 2019 GII, well ahead  

of neighbouring Armenia (82nd) and Azerbaijan (100th). But overall, investment in R&D  

in Georgia is modest. 

Gross expenditure on R&D reached only 0.3 per cent of GDP in 2019, despite recent 

improvements (UNESCO, 2019). Although higher than the shares in Armenia and 

Azerbaijan, this share remains below that in Belarus, where public spending on R&D 

amounts to 0.6 per cent of GDP. In addition, research universities in Georgia have financing 

available through tuition fees that equals the total state allocation to R&D. The number of 

researchers per million people (at 1.3) is higher than that of Turkey (1.2), but this reflects 

the fact that most R&D spending goes to salaries rather than projects. 

Furthermore, government funding of R&D focuses almost entirely on research institutes 

at universities, with nearly 90 per cent of researchers in higher education and the other 

10 per cent in other parts of the public sector. The concentration of R&D in the public 

sector is problematic because Georgian higher-education institutions (HEIs) have  

been much better at producing scientific publications than at effectively and  

systematically commercializing research outputs. Moreover, industry-science linkages 

remain weak. In the 2019 GII, Georgia ranked 98th among 129 countries on university-

industry collaboration.

No researchers have been recorded as working in the private sector. Although Geostat 

does not yet publish official data on business expenditure on R&D, the total is thought 

to be very low. Preliminary data suggest estimations for in-house R&D of GEL 15.7 million 

and for extramural R&D of GEL 13.1 million. Expenditures on R&D contracted with other 

companies vary significantly across Georgian producers, with some reporting up to GEL 

30,000 and others disclosing negative values. 

Among the benchmarked countries in the Specific Background Report published by  

the EU (Armenia, Austria, Azerbaijan, Croatia, Georgia, Slovenia), Georgia has the highest 

share of international co-publications (69 per cent) with the most advanced subject  

areas – physics and astronomy, mathematics, and planetary sciences (EU, 2018), as well  

as the highest number of publications (1,970) and the largest share of citations  

(54 per cent). Furthermore, international co-publications account for 70 per cent of 

the total scientific output in Georgia. This high share indicates that the country is well 

integrated in the global research community and confirms the finding drawn from the 

GII scores that the research base is dependent on international funding and collaboration. 

This also reveals a kernel of excellence that could grow.

Skills development

Although government expenditure on education was 3.8 per cent of GDP in 2018,  

the quality of education is a concern. The Quacquarelli Symonds university ranking gives 

an average score of zero to Georgian universities, and in the Programme for International 

Student Assessment (PISA) the results for Georgia in reading, mathematics and science, 

and foreign languages are near the bottom of the rankings and below average for the 

region. The number of people enrolled in tertiary education in Georgia is greater than in 

Armenia and Azerbaijan, yet below the regional average. As a result, educational quality is 

a leading constraint to innovation in Georgia. 
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As a main obstacle to innovation in the private sector in Georgia, the EBRD (2017) 

identifies a lack of managerial skills, which causes low labour productivity and hinders 

the ability to experiment with and absorb new ideas, including in the State-owned 

enterprises that dominate certain sectors of the economy. This is also true in the ICT 

industry (EU4Business, 2017) as confirmed in the 2019 GII, in which Georgia ranked 70th 

on business sophistication, with only 10.5 per cent of firms offering formal training to 

employees. In response, Georgia’s Innovation and Technology Agency (GITA) conducted 

an ICT skills needs assessment, identifying the skills and specializations most in demand on 

the local and global ICT markets and subsequently introducing policy support measures 

in the field (chapter IV).

Synthesis
This table presents the main achievements of and challenges to R&D and innovation (RDI) 

in Georgia, based on the findings described in this chapter.

Progress made so far Challenges ahead 

• Development of a business-friendly environment 
with adequate investor protection

• Signifi cant improvement in institutional quality

• Good performance in attracting foreign investment 
and other forms of knowledge infl ows

• Good integration in international academic networks, resulting 
in foreign funding and internationally relevant publications

• Introduction of an enterprise survey 
on national innovation activity

• Vibrant start-up scene

• Improve the commercialization of scientifi c results and 
establish systematic industry-science linkages.

• Increase the incentives for the private sector to invest in R&D.

• Enhance the quality of the education system, particularly in 
science, technology, engineering and mathematics (STEM).

• Reduce and mitigate the mismatch of skills between 
the labour force and the labour market.

• Promote higher levels of business sophistication, especially 
managerial practices, to allow for the absorption of new ideas.

• Increase innovation overall, both technological 
and non-technological.

Source: UNECE.
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Chapter III

PILLAR I:  
INNOVATION POLICY 
GOVERNANCE

The first pillar of the IPO reviews the overarching strategic, 
institutional and legal framework for innovation policy, as well as 
the competences of and coordination among government bodies 
involved in innovation policy. This review assesses the extent to 
which innovation policy governance is sound, well-structured, 
efficient and flexible.

National innovation policy governance – 
strengths and weaknesses 

Figure III.1 · Scoring of sub-pillars: innovation policy governance 

Source: UNECE.
Note:  Each indicator is assessed using a score from 3 to 0. The highest score (3) is given to fully fledged policy initiatives and mechanisms that can provide mutual learning opportunities for the EESC sub-region. A score of 2 is assigned 

if a policy initiative is operational. An indicator receives 1 point if a policy initiative is under development. The lowest score (0) is given if a country does not have a specific policy mechanism, strategic document or policy initiative. 
The indicators are based on an extensive questionnaire answered by national government agencies and external consultants. The questionnaire consists of open, binary and multiple-choice questions. Additional statistical data 
supplement the formal assessment framework by informing on key socioeconomic trends and context conditions. Statistical data are not directly integrated into the qualitative indicators but are used to guide scoring decisions. 
For more information, please refer to Methodology and Process.
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Over the 10 years preceding the IPO, Georgia implemented a broad range of reforms 

aimed at increasing the efficiency of the public sector, supporting the deregulation of 

business, attracting investment and improving institutional frameworks. Innovation 

has been emerging as an important topic in the national policy agenda. The country’s 

limited financial and human resources (chapter I) call for measures to enhance labour 

productivity and support RDI. Georgia has made tremendous progress in improving public  

governance. Recent reforms of government institutions and the establishment of new 

ones hold promise for motivating the development of RDI. Yet legal frameworks are  

not yet mature enough to support science and innovation effectively, and effective 

mechanisms for coordinating innovation policy within the central government and 

between national and subnational authorities are missing.

Sub-pillar I: Innovation policy frameworks 

Given the many government levels involved in the design and 
implementation of innovation policy, it is vital to have a strategic 
document containing the Government’s overarching vision.

National innovation strategy 

The Georgian Government has made several attempts to adopt a national innovation 

strategy; however, none have been finalized, owing to changes of leadership in responsible 

institutions and changing policy priorities. At the time of writing, the Government was 

preparing a draft of a strategy to foster innovation activities, drawing on public-private 

consultations with business associations and with local and international experts, and on 

the expertise of government agencies. It was expected to adopt this strategy in 2020. 

The strategy addresses the need to focus research and industrial priorities on a limited 

set of objectives aligned to private sector needs and the objectives of the Horizon 2020 

programme of the EU. The most recent draft seeks to 

• Enable access to the research outputs of higher-education institutions (HEIs)  

and public research institutions through partnerships and public-private collaboration 

on research. 

Sub-pillar I: Innovation Policy Frameworks Sub-pillar II: Innovation Policy Coordination

National innovation strategy International cooperation

Complementarities with 
other policy areas

Innovation policy coordination within the central government 
and between national and subnational authorities

Institutional frameworks

Legal frameworks

Source: UNECE.

Table III.1 Overview of sub-pillars and indicators for innovation policy governance
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• Provide affordable financial products to fund innovation activities.

• Create an enabling environment for cross-sector research collaboration. Develop 

career pathways and promotion opportunities for researchers. 

Potential policy interventions also may include measures aimed at supporting new market 

entrants, such as early-stage subsidies and tax exemptions. 

The strategy calls for a strong yet agile central coordination mechanism, with membership 

from both public and private organizations, backed by a permanent secretariat. The action 

plan for the national innovation strategy defines the responsibilities of each government 

agency clearly, sets measurable performance metrics and establishes frameworks for 

transparent and regular reporting. The Government also plans to include performance 

metrics for agency procurement officers, to incentivize the procurement of new 

technologies. 

Implementation of the strategy will require public and private organizations to collaborate 

closely. Historically that has been a challenge, given the large number of stakeholders 

and conflicting interests. A lack of coordination has led to duplicated activities and 

compromised implementation. The scarcity of qualified and empowered leadership in 

government institutions that have responsibilities for science and innovation also puts at 

risk the effectiveness of the strategy. The UNECE country missions to Georgia discovered 

that staff at public institutions lack the competences and skills they need to support the 

implementation of national science and innovation policy initiatives effectively. 

Complementarities with other policy areas

The success of innovation policy and the achievement of the Sustainable Development 

Goals (SDGs) in Georgia highly depend on the ability of government agencies to align policy 

initiatives across the whole government and to foster coherence and complementarity in 

science, technology and innovation (STI) policy initiatives. In 2019, the Global Innovation 

Index (GII) placed Georgia in a group of 18 countries that outperform on innovation 

relative to their level of development (Cornell University, INSEAD and WIPO, 2019).  

That represents an improvement over the results in previous years and indicates the long-

term commitment by the Government to supporting innovation-led economic growth. 

Notwithstanding that commitment, unleashing the innovation potential of the economy 

faces a major obstacle: the lack of skilled professionals. According to the Organization for 

Economic Cooperation and Development’s (OECD) Programme for International Student 

Assessment (PISA), students in Georgia demonstrate low proficiency in core skills (OECD, 

2018a and 2019a). The national education system does not foster an entrepreneurial 

mindset and provides little training or lifelong learning opportunities. Soft skills such as a 

good command of foreign languages, leadership and creative thinking are not very well 

developed. In its present state, the national education system is not tailored to building 

talent for innovative R&D, and it provides only limited opportunities for entrepreneurial 

coaching and mentoring. 

To overcome the knowledge gaps and the lack of skilled professionals, the State 

Commission on Education and Science Reforms designed the Education System Complex 

Reform 2018–2023, which addresses preschool, secondary, vocational and higher 

education. It recognizes the importance of lifelong entrepreneurial learning and outlines 
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dedicated mechanisms for strengthening an entrepreneurial culture, starting from 

preschool education. The Ministry of Education and Science (MoES) and the Ministry of 

Economy and Sustainable Development (MoESD) have recently launched a cooperative 

effort to align education policy with market needs, with the goal of reforming tertiary 

teaching and public research. 

In 2019, the Government started implementing the Action Plan 2019–2020 for Lifelong 

Entrepreneurial Learning, which envisages the creation and improvement of an 

entrepreneurial education system. To strengthen entrepreneurial learning and foster 

innovation activities, the Government set up a network of innovative educational 

laboratories (called Fablabs) in vocational education and training institutions.  

All vocational education programmes include a mandatory module on entrepreneurship 

as one of the key competencies. In its current socioeconomic development strategy, 

Georgia 2020, the Government set out objectives to support long-term, inclusive and 

sustainable growth and to improve socioeconomic conditions for all citizens. It identified 

investment in STI as an important mechanism to improve productivity and enhance well-

being. The socioeconomic development strategy thus emphasizes the needs to improve 

access to R&D funding, foster research commercialization, create innovation infrastructure 

and facilitate the use of ICT in the economy.

Innovation appears as a cross-cutting theme in other government strategies, including 

the Green Growth strategy under the MoESD and the National Renewable Energy Action 

Plan under the Ministry of Energy (OECD, 2018b). The MoESD is drafting the Green Growth 

2030 strategy to spur sustainable development at the sector level, including improving 

resource efficiency in manufacturing and making better use of waste products.

Georgia has implemented several policies on R&D for the SDGs; examples include the 

Low-Emission Development Strategy and the National Energy Efficiency Action Plan.  

The Government will design initiatives to attract FDI oriented to the adoption 

of environmentally friendly and resource-saving technologies, to encourage the  

development of a green economy (EaP Green, 2018). 

The SME Development Strategy 2016–2020, developed by the MoESD with the support 

of the OECD and the German Society for International Cooperation (GIZ), is based on the 

principles of the European Small Business Act and captures the best practices of the EU 

countries. The strategy has six objectives: 

1. Improve national legislative and institutional frameworks and the operational 

environment for SMEs.

2. Improve access to finance. 

3. Develop skills and promote an entrepreneurial culture. 

4. Facilitate innovation and R&D among SMEs.

5. Promote exports. 

6. Internationalize SMEs. 

The Government seeks to improve access to funding for firms, especially for SMEs, by 

building the capacity of GITA. Some programmes, including Enterprise Georgia’s small 

business financing programmes, have sought to address gaps by improving the affordability 

of debt financing, with some success. Nonetheless, government procurement standards, 
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processes and performance incentives hamper the adoption of innovative technologies 

and in some cases put the Government in direct competition with the private sector in 

high-tech industries. 

Four authorities were initially put in charge of the programme, with Enterprise Georgia 

in the leading role. The others were GITA, the National Agency of State Property and 

the Agriculture Project Management Agency. In 2017, Enterprise Georgia became the 

sole coordinator of the programme. As of April 2020, the Government had distributed  

$24.9 million in subsidies through the programme to 435 enterprises, which contributed 

to creating 15,770 jobs. 

Institutional frameworks

Although Georgia has set up new government bodies responsible for enabling and 

promoting innovation and reformed existing ones, the design and implementation of 

policy still suffers from fragmentation, a lack of coordination and gaps in institutional 

capacity and training. This situation constrains implementation.

Four agencies – the Georgian National Academy of Sciences (GNAS), the Shota Rustaveli 

National Science Foundation of Georgia (SRNSFG), Enterprise Georgia and GITA – are the 

main entities shaping the development of the national science and innovation system. 

The GNAS has a long history of supporting RDI in Georgia; the other key institutions are still 

relatively new. With some minor exceptions, public organizations with responsibilities for 

science and innovation do not have effective coordination and communication channels. 

That leads to a fragmentation of efforts and hinders the effective implementation of 

science and innovation policy. 

The GNAS provides services for monitoring, assessing and evaluating research activities 

performed by HEIs. It also offers policy advice to the Government on matters related to 

science, innovation and education. Its role has shrunk since Soviet times. Although the 

Academy is visible in education and scientific research, it lacks sufficient power and resources 

to drive positive change, not only in conducting research but also in ensuring research results 

are commercialized in the private sector. Reforms of the Academy have not been completely 

implemented yet: it still lacks the policy mandates and sufficient resources to make it a fully 

functioning institution. It is still forming relationships with other organizations.

The MoES established the SRNSFG in 2010, merging two former mechanisms for funding 

research. The SRNSFG administers targeted research programmes and projects, allocates 

research and travel grants, and supports research cooperation with international partners. 

The SRNSFG distributes GEL 32 million annually through research grants. Each year it 

administers 22 calls for proposals for grants for (a) basic and applied research, (b) basic 

research conducted by Georgians living abroad, (c) young researchers and (d) master’s 

degree students.

The SRNSFG also serves as a think tank that provides analytical support for drafting 

policy related to science and innovation. Since 2014, it has implemented a series of 

organizational changes. In 2016 it introduced an international expert board and peer-

review mechanisms to improve the quality of governance and increase the efficiency of 

allocation of research grants. To strengthen the evidence base, it recently launched digital 

tools for the administration of funded research, including the Unified Grants Management 

System and the Georgian Experts National System. 
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Another key player that supports SME development and encourages innovative 

performance in all companies is Enterprise Georgia. The agency offers co-financing 

mechanisms for SMEs for up to three years on loans with durations of up to 10 years, 

whether for creating new products and services or expanding businesses. So far, its largest 

shares of financial support have gone to the construction, food and beverage production 

and hospitality industries. Apart from that financial support, it offers programmes 

that render technical support. The agency helps Georgian companies participate in 

international fairs and trade missions to introduce products to targeted audiences,  

raise awareness, establish new contacts, strengthen cooperation and, most important, 

observe competitors’ activities and capture market trends. It has also taken significant 

steps in terms of export education, consulting, marketing, online promotion of Georgian 

products and consultations, as well as in connecting multinational corporations with local 

companies and fostering linkages between domestic enterprises and foreign investors.

GITA is the key agency responsible for shaping and steering the national innovation 

system. Its services include elaborating the legal framework for innovation, skills training 

and capacity-building, and research commercialization, as well as strengthening 

linkages between academia and industry. GITA manages funding schemes provided by 

international development partners, including the EU and the World Bank. 

Legal frameworks

To create an entrepreneurial, knowledge-based economy, Georgia has adopted new 

laws and amended existing ones. The Law on Innovations No. 5501-IIc (2016) defines 

key concepts in R&D and innovation, as well as both the responsibilities and functions 

of innovation policy actors and the elements of the national innovation infrastructure.  

It was the first legislative act aimed at creating a national regulatory framework for 

innovation activities. Recent regulations enabled public HEIs and public research 

institutions to own shares in companies founded to commercialize research. Previously, 

only a few fragmented laws regulated technological development. From 2014 to 2016, 

the Order of the Minister of Economy and Sustainable Development defining the status,  

role and structure of GITA was the statutory act closest in intent to the Law on 

Innovations. Most related acts had been either entirely forgotten or ignored. 

The procurement law of 2017 introduced the principle of equal opportunity for State 

bidding, thus enabling SMEs to participate more actively in developing innovative 

solutions. The Government is working on reorienting procurement standards and 

processes to encourage innovation. This work requires updating old standards to 

incentivize and create sufficient flexibility for innovative solutions, including better use of 

technology. The Government also needs to create incentives for procuring solutions that 

deliver the best outcomes, not just those that are risk-free. To help domestic firms develop 

and optimize the deployment of scarce technical talent, the Government should put  

in place institutional incentives to encourage outsourcing rather than a default to  

in-house production. 

Policy initiatives and the regulatory environment are favourable for business activities. 

Areas for further improvement include IPRs and investment regulation. The Government 

has adopted a law on investment activity promotion and guarantees that regulates the 

State registration of foreign investment, introduces mechanisms for guaranteeing and 
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protecting investment, and outlines prohibitions and restrictions on investment activities. 

It also places investment activities under a favourable taxation regime. Venture capital 

investment in Georgia is regulated by the Law on Collective Investment Undertakings 

(2013). That law defines key activities and actors involved in collective investment, sets 

out the procedures for establishing such investment, and lays out the requirements  

and obligations of asset management companies. Georgia has harmonized its 

intellectual property legislation with the EU standards. The National Intellectual Property 

Centre (Sakpatenti) implements measures to raise awareness in the country about 

legal mechanisms for protecting and enforcing IPRs. Yet, IPR enforcement is not fully 

developed. The national system of IPRs also has room for improvement in transparency 

and accountability.

In cooperation with the GIZ and a cross-government working group, the Ministry of 

Justice developed a new Law on Insolvency Proceedings. In 2017, the Parliament adopted 

several amendments to it under Law No. 759. To further improve its enabling regulatory 

environment, Georgia should address outstanding policy gaps and build confidence 

in the country’s institutional ability to enforce regulations efficiently and transparently. 

Regulatory frameworks require more detailed sub-legal acts, and government institutions 

that enforce regulation require capacity-building. In parallel, regular dialogue between 

the public and private sectors is critical for aligning the regulatory environment with the 

needs of business for innovation. 

Achievements

 y Levels of corruption are low.
 y Georgia has made signifi cant progress in improving the quality of governance.

Area for improvement Recommendation Time frame Responsibility

• Low levels of research funding make 
it challenging to nurture research 
excellence and fully participate in 
international cooperation in RDI.

 y Channel more resources towards the support of 
science and innovation in a manner that ensures 
the long-term sustainability of RDI activities. 

Long-term
National 

government
 y Instil a competitive element into the 

science and innovation system.

 y Align the increase in funding with carefully 
selected priorities for which strong research 
capabilities or economic potential exist. 

• The effi  ciency and eff ectiveness of 
public funding for R&D is insuffi  cient.

 y Improve the capabilities of government 
institutions and grant recipients to manage 
fi nancial and human resources effi  ciently.

Medium-term
National 

government

 y Ensure government authorities have the necessary 
skills, resources and capabilities to implement 
science and innovation policy initiatives.

 y Improve monitoring, assessment and evaluation 
of government RDI activities by adopting the 
best practices of OECD member countries.

 y Make implementation of these 
arrangements consistent.

Sub-pillar I IPO evaluation and recommendations
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Sub-pillar II: Innovation policy coordination

Coordinated approaches help avoid overlapping, duplicating 
or omitting actions required to implement innovation policy 
successfully.

International cooperation 

At the intersection of Europe and Asia, Georgia could play the role of a hub, providing 

connections for various economic entities. Low utility costs, a favourable business 

environment and the low level of corruption make Georgia an attractive destination 

for foreign investment. The Government allows citizens of 95 countries to work in 

Georgia without a visa for a year, a measure adopted to attract foreign professionals to 

the Georgian job market. After signing an association agreement with the EU in 2014,  

Georgia joined a preferential trade regime within the DCFTA. Not only did that grant  

access to the European market, it also stimulated reforms aimed at aligning Georgian 

trade policy with the regulations and standards of the EU. At the same time, the greater 

openness of trade puts Georgian enterprises under increasingly competitive pressure 

from European counterparts and calls for them to develop new, innovative products  

and services. 

The long history of science in the country and universal access to education form 

a considerable potential for future knowledge-based growth. Georgian research 

organizations maintain cooperation linkages with leading international research centres, 

including the European Organization for Nuclear Research and the Joint Institute for 

Nuclear Research in Dubna. Several Georgian research organizations, such as the G. 

Eliava Institute of Bacteriophages, Microbiology and Virology and the national defence 

research centre, Delta, conduct world-class research and participate in global academic 

networks. Thanks to its favourable geographic location with 35 biodiversity zones, Georgia 

has unique conditions for developing biodiversity research and actively participating in 

international collaboration in this research field. 

Sub-pillar I IPO evaluation and recommendations (Concluded)

Area for improvement Recommendation Time frame Responsibility

• Supporting legal frameworks 
are not mature enough.

 y Enhance and deepen legislative frameworks to 
create the necessary conditions for RDI activities, 
for example by strengthening mechanisms to 
protect IPRs and creating frameworks 
for venture capital investment. 

Medium-term
National 

government

• Public procurement is not used 
to support innovation policy.

 y Consider using public procurement as a 
policy instrument to support innovation. 

Medium-term
National 

government y Create incentives for procurement of solutions 
that deliver the best outcomes, rather than just 
risk-free solutions.

Source: UNECE.
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The Georgia 2020 socioeconomic strategy sets out a goal to remove legislative barriers 

so as to promote the international mobility of researchers and students. The EU 

Association Agreement provides Georgia with a wide range of initiatives targeted at 

ensuring the integration of Georgia into European academic networks, including grants 

for joint projects, exchange programmes for researchers, and adoption of standards and 

regulations. Drawing on the resources of the European Research Council Fellowship 

Programme, for example, the SRNSFG provides preparatory grant schemes for Georgian 

researchers to develop the capabilities and skills they need to compete internationally. 

In 2016, Georgia joined the EU’s research and innovation framework, Horizon 2020,  

but Georgian researchers do not yet use the framework’s opportunities effectively. 

Innovation policy coordination within the central government and 
between national and subnational authorities

The Research and Innovation Council (RIC), founded in 2015, is a strategic coordination 

body that aligns STI policy initiatives across central and regional government  

agencies. The Council seeks to reduce inconsistencies in policymaking created by  

political cycles and the consequent short-term horizon of many policy decisions.  

The RIC is responsible for 

•	 Coordinating the formulation of the national innovation strategy

•	 Coordinating the development of national and regional innovation initiatives

•	 Monitoring innovation policy

The Council consists of representatives from the public and private sectors, including 

academia. An Ordinance of the Georgian Government defines the Council’s scope of 

activities and structure. Representatives of civil society, groups of experts, government 

authorities and other stakeholders can participate in the Council’s work as invited guests. 

To date, however, the RIC has not generated significant impacts on STI policy in Georgia. 

Since its establishment, the Council has held only two meetings, which were dedicated 

to operational tasks rather than high-level policy issues. Some attempts have been made 

to establish effective channels of communication between the public research funders – 

Enterprise Georgia, GITA and the SRNSFG – but none have brought about decisive progress 

in advancing coordination and fostering synergies in funding schemes.

For Georgia, as a small country, strong collaboration between national and subnational 

authorities is less important than in bigger countries, yet national and regional authorities do 

not have effective coordination channels either. More important, Georgian regional and local 

government agencies play a very small role in science and innovation policy. The Georgia 

2020 socioeconomic strategy has a regional component that spans various development 

areas, including innovation, and emphasizes the need for consistent decentralization and 

a leading role for subnational units. The lion’s share of all research and innovation activities 

is concentrated in Tbilisi. The draft of the innovation development strategy includes the 

development of a digital talent-sourcing platform to help Georgian companies attract talent 

from regions that have strong ICT sectors to meet their workforce needs. 

In 2018, the United Nations Development Programme (UNDP), working with the Ministry of 

Regional Development and Infrastructure of Georgia, launched a project called “Fostering 

Decentralisation and Good Governance at the Local Level in Georgia”. The project aims 
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to promote the national decentralization reform and create good local governance.  

By strengthening the capacities and expertise of local government administrations,  

the decentralization reform will make possible greater efficiency and effectiveness in 

policy initiatives. By 2025, 7–8 per cent of GDP will be channelled to municipal budgets. 

That will enable municipalities to play a more prominent role in national policymaking, 

including in science and innovation. 

Achievements

 y Georgia has strong scientifi c and economic linkages with countries that lead in science and innovation.

Area for improvement Recommendation Time frame Responsibility

• Innovation policy initiatives are 
not fully aligned with each other, 
And mechanisms for coordinating 
innovation policy are lacking.

 y Improve coordination mechanisms across central, 
regional and local government authorities. 

Short-term 
National 

government

 y Reinvigorate the RIC to ensure required 
levels of coordination take place 
within the central government. 

 y Establish joint working groups among ministries 
to coordinate innovation policy initiatives.

• Regional authorities lack 
the capabilities to support 
innovation policy.

 y Strengthen the capabilities and skills of 
regional authorities to eff ectively formulate, 
implement, monitor and evaluate science 
and innovation policy initiatives. 

Long-term

Regional 
governments, 

with the 
participation 

of the national 
government

Source: UNECE.

Sub-pillar II IPO evaluation and recommendations
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Chapter IV

PILLAR II:  
INNOVATION  
POLICY TOOLS

This chapter reviews the policy mechanisms in Georgia that enable, 
promote and diffuse innovation. It addresses five sub-pillars: 
knowledge absorption, innovation promotion, relationships and 
linkages, knowledge diffusion, and research and education.

National innovation policy mix –  
strengths and weaknesses 

Figure IV.1 · Scoring of sub-pillars: innovation policy tools   

Source: UNECE.
Note:  The IPO pillar scoring is calculated on the basis of the average quantitative assessment of individual indicators under each sub-pillar. In the evaluation all support measures in a 

given area are taken into account and special consideration is paid to indirect contributions from external mechanisms. The overall band score for each sub-pillar forms the 
following generalized categories: 0.0–0.5, No policy instruments/mechanisms exist; 0.5–1.5, Policy efforts are in their initial stage of development; 1.5–2.5, Policy efforts are 
evident and partial implementation takes place; 2.5+, Policy efforts are comprehensive and monitoring activities are systematic. The scores for individual indicators are as follows: 
0, No policy instrument/mechanism exists; 1, A policy measure/s is/are under development /has/have partial or indirect impact; 2, A policy scheme/s is/are operational and 
implementation has started; 3, Implementation is advanced and evaluation/impact assessment is taking place. Policy measures with sector-specific or partial or non-targeted 
impact on a given area are subject to case-by-case evaluation. For a more detailed discussion of the IPO scoring methodology, please refer to Methodology and Process.
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In line with the Georgia 2020 socioeconomic development strategy, the Georgian 

Government structures innovation policy by taking into account the growing 

competitiveness of the private sector, the expanding start-up scene and the overall 

economic climate of the country (Georgia, 2014). Various support schemes for innovative 

activities, innovation spaces and business development services, as well as efforts made on 

cross-border research collaboration, have built a strong basis for the emerging innovation 

ecosystem. Challenges that remain include gaps in policy on organizational and managerial 

practices, industry-science linkages and support for investment in R&D. The IPO evaluation 

of policy tools found the strongest relative performance on the sub-pillars of Knowledge 

diffusion and Innovation promotion. It also identified room for improvement on the sub-

pillars of Relationships and linkages and Research and education (figure IV.1). 

Table IV.1 Overview of sub-pillars and indicators for innovation policy tools

Sub-pillar I: 
Knowledge 
Absorption

Sub-pillar II: 
Innovation 
Promotion

Sub-pillar III: 
Relationships and 

Linkages

Sub-pillar IV: 
Knowledge 
Diffusion

Sub-pillar V: 
Research and 

Education

Promotion of public 
and private sector 
organizational and 

managerial practices

Business plan 
and start-up 
competitions

Innovation voucher 
schemes

Information and 
brokerage schemes for 
technology upgrading

Policies to increase 
the number of science, 

technology, 
engineering 

and mathematics 
graduates

Schemes to support the 
development of technical 

and business services
 R&D loans

Cooperative 
R&D grants

Standards, 
testing and certifi cation 

instruments for SMEs

Policies to foster 
research 

development

Fiscal incentives 
for acquiring 

knowledge capital
VAT exemptions

Supplier matching 
services

Industrial technology 
assistance programmes 
and extension services 

for SMEs

Technology 
incubators

S&T parks 
Public procurement 

for innovation

Innovation spaces Digitalization

Technology accelerators

Business networks 
and clusters

Academia-industry 
linkages

Diaspora networks

Gender equality

Source: UNECE.
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Sub-pillar I: Knowledge absorption 

The process of assimilating external knowledge plays a substantial 
role in developing dynamic core competencies, as well as in gaining 
competitive advantage and creating new value chains.

Promotion of public and private sector organizational  
and managerial practices

Promoting organizational and managerial practices is a challenge: Georgian businesses 

have not yet developed substantial managerial skills and better application of good 

practices is needed (chapter II). A policy measure for the promotion of private sector 

organizational and managerial practices is under development. In 2018, several State-

funded projects were conducted to strengthen this capacity, including the Export 

Manager Certificate course organized by Enterprise Georgia under the Produce in Georgia 

initiative, and the Management Skills training led by the National Tourism Administration 

of Georgia. In addition, the International Chamber of Commerce Georgia cooperates with 

education institutions to promote and provide vocational training alongside events such 

as “How to Manage Enterprises Efficiently”, which it held in 2019. Reaching the efficiency 

frontiers of optimal performance and product innovation will require more State-funded 

investment in human capital, specifically through labour mobility and training. 

Schemes to support development of technical  
and business services 

Both GITA and Enterprise Georgia support the private sector with technical and business 

services for marketing and diversifying exports of goods and services, and plan greater 

popularization efforts after technical barriers are addressed (Georgia, 2015). According to 

the OECD’s SME Policy Index 2020, Georgia has significantly improved public support in this 

area in recent years, with a high share of local SMEs (about 50 per cent) having benefited 

from publicly funded or co-funded business development services in 2017 (OECD, 2020).  

The range of information technology (IT) training that GITA provides, which includes 

programming, coding languages and cybersecurity direction, further strengthens the 

potential of firms to innovate. In addition, the international product exhibitions supported 

by Enterprise Georgia increase trade flows and the visibility of export-oriented companies, 

promoting Georgian products and services in international markets.1

Fiscal incentives for acquiring knowledge capital 

Although several schemes provide financial support to Georgian enterprises, fiscal 

incentives specifically aimed at innovation are scarce, despite the significant overspending 

on tax relief in recent years (chapter I). The generous taxation framework includes an 

array of exemptions for businesses in addition to several free industrial zones. Firms that 

export IT services are eligible to apply for a Virtual Zone Person certificate granting them 

exemption from corporate income tax. What is more, entrepreneurs with small business 

status pay tax on only 1 per cent of their revenue, and some transactions that have  

an innovative component are exempt from value added tax (VAT), including financial 
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services, importation of materials and semi-finished goods intended for producing export 

goods, importation of machinery and means of transportation, and supplies of goods or 

services between enterprises in a free industrial zone (PWC, 2017) .

Sub-pillar I IPO evaluation and recommendations

Achievements

 y Several initiatives for developing the organizational and managerial capacities of SMEs have started 
in recent years, stimulating knowledge absorption through non-technological innovation.

 y A large share of SMEs has benefi ted in recent years from publicly supported technical and business services, 
in response to higher business density and market demand.

Area for improvement Recommendation Time frame Responsibility

• Available policy tools do not 
suffi  ciently promote public and 
private sector organizational and 
managerial practices, thereby 
fuelling low productivity and 
ineffi  cient working processes.

 y Initiate regular capacity-building activities for 
public and private sector employees based 
on best practices, specifi cally workshops and 
courses in management and leadership. Medium-term

Enterprise 
Georgia

Georgian 
Institute of 

Public Aff airs
 y Expand support for local entrepreneurs and 

SMEs in the form of training in innovation 
management and technology.

 y Organize an annual competition for best 
organizational and managerial practices 
in Georgia, to encourage development 
and competitiveness in this area.

Short-term

Enterprise 
Georgia

Georgian 
Chamber of 
Commerce 

and Industry

• Schemes aimed at expanding technical 
and business services have not yet 
developed fully to unlock innovation 
in the production processes of fi rms.

 y Develop support programmes further, aiming 
to equip fi rms with practical knowledge and 
expertise (for example, brainstorming sessions, 
vocational training, informational sessions on new 
IT systems, and technical and business services).

Medium-term
Enterprise 

Georgia

 y Expand IT training to target not only individuals 
but also business teams, increasing the 
capacity and productivity of SMEs.

Short-term GITA

• Fiscal incentives for innovation have 
not yet been applied despite the 
broad system of tax exemption.

 y Adopt a tax credit system applicable to eligible 
costs generated by R&D investment, 
including wages, production inputs and assets. 

Short-term GITA

Source: UNECE.
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Sub-pillar II: Innovation promotion

Promoting innovation requires governments to invest in 
establishing platforms where young companies can develop and  
test innovative ideas. 

Business plan and start-up competitions

Business plan competitions take place in the framework of micro and small entrepreneurship 

promotion programmes directed towards boosting entrepreneurial spirit in the country, 

such as Enterprise Georgia’s Small Grants Scheme, which funded 6,212 projects in 2015–

2018 (Enterprise Georgia, 2019). GITA has funded 76 start-ups under the Start-up Matching 

Grants Programme that it launched in 2018 and 9 companies under the Innovation 

Matching Grants programme that it launched in 2019, while uniting 200 start-ups in its 

network. Its regional Start-up Boot Camps involve neighbouring countries in common 

projects centred on developing an innovation ecosystem in the region. In 2017, the 

Ministry of Education, Science, Culture and Sport (MESCS) and GITA organized a vocational 

education hackathon during which students created prototypes of their innovative and 

high-tech ideas, competing for funding to create their own start-up companies.2 Although 

many firms have received funds under these projects, no impact assessment has yet 

measured the effect of those funds on the productivity and growth of the beneficiaries. 

Synergies between the various grant schemes should be explored.

Support for RDI investment 

Firms in Georgia regard access to finance as a major business environment constraint, 

according to EBRD enterprise surveys, BEEPS IV and V (EBRD, 2017). A major challenge for firms 

is their poor access to early-stage finance for innovative activities, which is mainly caused by 

strict risk assessment practices. In 2019 the MoESD launched a programme to provide state 

guarantees to help private sector representatives overcome the loan guarantee barrier.3  

In addition, several grant schemes support business development with funds allocated  

by the state and international donors (table IV.2). For example, GITA implements the 

Innovation Matching-Grants Programme as part of the World Bank’s Georgia National 

Innovation Ecosystem (GENIE) project. These grants vary between GEL 150,000 and GEL 

650,000 (for an examination of the policy process of this project, see chapter V).4

Grant 
scheme

Implementing 
body 

Programme 
objective 

Funds 
allocated 

Year 
introduced

Small Grants Programme GITA Promote start-up creation and development GEL 426,930 2016

Start-up Matching Grants GITA
Support the growing start-up 

movement in Georgia
GEL 2 million 

(per call)
2018

Table IV.2 Main grant schemes
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According to the European Commission’s (EC) background report on policy support to 

research and innovation in Georgia as part of the EU Horizon 2020 programme, about half 

of the State’s R&D funding (GEL 32 million in 2016) is institutional, whereas the other half 

is competitively awarded by the SRNSFG, mainly through State science grants for applied 

research and support programmes to individual researchers (EU, 2017). However, the State 

does not provide specific subsidies or loans to offset costs arising from the innovation 

process or make VAT exemptions available to stimulate the production of innovative goods. 

Instead, separate support elements are in place. For example, Enterprise Georgia provides 

incentives under the Produce in Georgia initiative through a credit guarantee mechanism. 

The scheme aims to improve access to finance for SMEs and to facilitate lending by 

ensuring partial collateral guarantees for the first three to four years of operation, for up to 

50 per cent of the loan (Enterprise Georgia, 2019). 

Technology incubators and accelerators

The technology incubator and accelerator scene in Georgia is steadily transitioning from 

focusing on general business development to targeting innovation. GITA introduces 

such targets in its operations to increase the productivity of the inventors and start-up 

companies to which it provides access to finance, knowledge and infrastructure. Its Business 

Incubator project targets young entrepreneurs; following five months of intensive training, 

they present their ideas to investors on a “demo day” (GITA, 2019). Several universities also 

have established business incubators on their premises, including the Free University, 

Georgian Technical University, Ilia State University, Business and Technology University, 

Tbilisi State University and the Tbilisi State Academy of Arts. In addition, three private 

accelerators operate in Georgia – the SPARK accelerator (funded by the EU and Tbilisi City 

Hall), TBC Startuper and BOG Fintech. The Start-up Factory of the University of Georgia 

provides acceleration services and co-working space, connecting start-up teams with 

investors and international markets. Incubation services that support the development 

of start-ups through, for example, business and skill training and technological assistance, 

Grant 
scheme

Implementing 
body 

Programme 
objective 

Funds 
allocated 

Year 
introduced

Innovation 
Matching Grants

GITA
Stimulate innovation and creation 

of innovative enterprises 
GEL 150,000–650,000 

(per grant)
2019

Produce for Better Future Enterprise Georgia
Support business development in the 

Abkhazia or Tskhinvali regions
GEL 35,000 
(per grant)

2019

Applied Research 
State Grants 

SRNSFG
Foster research within a 

competitive environment
GEL 420,000 

(per consortium)
2011

Basic Research 
State Grants

SRNSFG
Promote the development of excellent research 

in compliance with international standards
GEL 40,000 
(per grant)

2011

Research Grants for 
Young Scientists

SRNSFG
Attract young researchers and 

develop their scientifi c potential.
GEL 15,000 
(per grant)

2015

Source: UNECE.

Table IV.2 Main grant schemes (Concluded)
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are also increasingly provided in incubators and accelerators. Several structures are being 

developed under the GENIE project (see chapter V), including a network of regional 

innovation hubs and community innovation centres.

Sub-pillar II IPO evaluation and recommendations

Achievements

 y Business plan and start-up competitions have been introduced in recent years, off ering support 
to enterprises at early stages of their development, building a network of start-ups and SMEs.

 y Multiple grant schemes are applied to stimulate investment in research and innovation, 
including start-up matching grants, schemes for scientists and support for business development.

Area for improvement Recommendation Time frame Responsibility

• Policy support for innovative 
project development does not 
suffi  ciently address the issue of 
low access to fi nance, failing to 
cover costs arising at diff erent 
stages of the innovation process.

 y Develop public R&D funding programmes 
for organizations and fi rms engaging in R&D 
activities using direct fi nancial instruments 
(such as subsidies, credit guarantees, 
semi-public equity instruments).

Medium-term

GITA

Enterprise 
Georgia

 y Create a targeted support tool to develop 
the venture capital industry and business 
angel funding, to expand the activities 
of relevant associations and networks 
operating in the domestic market.

 y Introduce tax incentives for foreign venture capital 
investors (such as risk capital guarantees).

 y Consider establishing a publicly supported venture 
fi nance institution that is based on international 
experience and best practices in the fi eld.

• The impacts of business plan 
and start-up competitions are 
not regularly assessed, leading 
to potential ineffi  ciencies in 
the use of public resources.

 y Develop an assessment framework for business 
plan and start-up competitions to 
standardize the post-evaluation process 
and identify eff ective practices.

Short-term
Enterprise 

Georgia y Expand the mix of business plan and 
start-up competitions to include recognition 
instruments (such as industry-specifi c awards 
for best innovative products and services).

• Fiscal incentives for innovation have 
not yet been applied, despite the 
broad system of tax exemption.

 y Promote innovation by reorienting the 
overly broad tax exemption system through 
schemes involving VAT relief on sales of 
high-tech or innovative goods and services, 
as well as various tax cuts related to R&D 
investment (such as income tax exemption 
on investment dividends, to target business 
angels operating in the domestic market).

Short-term

MoESD

Ministry of 
Finance

GITA

Source: UNECE.
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Sub-pillar III: Relationships and linkages

Schemes that promote linkages between science and industries 
help create innovative ecosystems by assisting scientists and 
businesspeople in commercializing research, creating products 
and developing new organizational processes.

Business networks and clusters

Enterprise Georgia and GITA promote membership in business associations and networks 

by raising awareness through the platforms of the Enterprise Europe Network (EEN) and 

Trade with Georgia, offering SMEs advice, support and opportunities for international 

partnerships (EEN, 2019). Both Enterprise Georgia and GITA are members of the EEN Georgia 

Consortium, which also organizes forums and meetings. Enterprise Georgia provides 

business matching services to export-oriented companies, supporting their efforts to find 

partners by organizing international exhibitions and business-to-business (B2B) events, 

such as the “Invest in Georgia” B2B Forum in 2016, which focused on accessing finance, 

obtaining technical assistance, promoting exports and internationalizing business. Given 

the limited capacities and resources of SMEs, providing these services online and offline 

can accelerate innovation, benefiting both buyers and suppliers. 

Clusters are an efficient tool for fostering productivity and competitiveness among SMEs, 

enabling greater transfer of technology and the attraction of foreign investment. In 2018 

the MoESD announced a strategy of creating clusters to stimulate technology transfer, 

networking and information diffusion among SMEs. Several clusters registered in Georgia 

are now affiliated with the European Cluster Collaboration Platform, including Georgia 

Medical (Tuberculosis) R&D, Georgian Furniture, Georgian Film and the Georgian Tourism 

Association. Another cluster – Georgian ICT – was established in 2018 under an EU-funded 

SME development project and the DCFTA project implemented by GIZ. In addition, the 

EU Innovative Action for Private Sector Competitiveness in Georgia established two more 

clusters – Seeding and Packaging – in 2020. This joint initiative of the EU and four United 

Nations agencies – the UNDP, the Food and Agriculture Organization, the United Nations 

Industrial Development Organization (UNIDO) and the International Organization for 

Migration – is focusing on identifying eight more potential clusters, as well as building the 

capacity of institutions that provide support tools to clusters. 

Innovation support infrastructure 

One of GITA’s main projects is the Techno Park, which has supported the development 

of technological entrepreneurship in Georgia since 2016 by engaging innovative 

individuals through the so-called “single window” principle in a co-working space.  

The park provides state-of-the-art facilities and programmes (chapter V) with the purpose 

of developing a technology and innovation ecosystem combining incubators, training 

centres and laboratories as well as office, shared work and recreational spaces. GITA has  

also established two regional innovation hubs and five innovation centres, all using a 

similar approach (GITA, 2019). Among GITA’s projects to develop innovation infrastructure 
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are the FabLabs and iLabs, a network of industrial innovation laboratories that target  

start-ups. As of 2019, 22 manufacturing innovation laboratories offer advanced  

machinery and devices in work areas such as product prototyping, architectural  

design and open-source development of machinery and technology (Georgia,  

MoESD, 2019). 

Academia-industry collaboration and mobility

Business research networks in Georgia are still in the initial stage of development.  

In 2019 GITA launched a pilot technology transfer programme to help commercialize 

scientific results that respond effectively to market needs. Under the programme,  

74 applicants have submitted projects to receive support for commercialization, revealing 

high potential for the future development of this policy measure. In addition, a few 

activities are taking place in the direction of mobility between academia and businesses 

(chapter II). Examples are the internships abroad funded by the SRNSFG under the  

Young Scientists’ Development Scheme and the EC-funded project “Supporting Inter-

sectoral Collaboration Possibilities between Research and Industry”, being implemented 

during 2018–2021.

In addition, several entities are developing an innovation voucher scheme to foster 

collaboration, drawing on EU-OECD models. Vouchers worth, for example, GEL 4,000–

5,000 will be granted for prototyping or researching. Initially they will go to B2B joint 

research projects; vouchers for business-to-university and research centre collaborations 

are scheduled for 2021–2022. GITA will carry out the scheme in partnership with the 

MESCS, Enterprise Georgia, the SRNSFG and the GNAS.

Diaspora networks

The SRNSFG is involved with collaborative research projects with compatriots overseas.  

Its competition-based grants aim to intensify the process of involving successful  

Georgian scientists who are working abroad in joint activities with scientists working at 

home, in order to improve standards of research in Georgia. In addition, the Georgian 

diaspora plays a significant role in local start-up development: in 2019, their private 

investments amounted to GEL 1.2 million.

Gender equality

Better use of women’s skills is critical for the development of innovation in Georgia, 

given the growing share of women among tertiary degree graduates, professionals and 

technicians. In fact, women with advanced education now consistently outnumber men 

with such education. Women’s tertiary school enrolment rate was 68.1 per cent in 2019, 

yet the labour-force participation rate of men is nearly 20 percentage points higher 

than that of women, reflecting an underlying gender gap (World Bank, 2020). In 2017,  

a governmental decree established a multiparty commission on gender equality,  

violence and domestic violence against women. It has three thematic working 

groups, including the Working Group on Women’s Political Participation, with member 

representatives of governmental, non-governmental and international organizations 

(Georgia, Gender Equality Council and others, 2018). 
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Sub-pillar III IPO evaluation and recommendations

Achievements

 y In response to greater business density in recent years, business networks have received greater 
policy support in the form of B2B events, international platforms and matching services. 

 y The Techno Park fosters early-stage development of start-ups and innovative projects, applying a “single window” 
principle in a co-working space that comprises incubators, training centres and laboratories.

 y Innovation infrastructure has developed further with the establishment of a network of industrial innovation laboratories 
targeting start-ups – iLabs and FabLabs – and supporting product prototyping and technology development.

Area for improvement Recommendation Time frame Responsibility

• Policy support aimed at strengthening 
industry-science linkages is insuffi  cient.

 y Expand the policy mix, stimulating science-based 
innovation projects carried out by Georgian SMEs 
in collaboration with public sector research 
institutions (such as cooperative R&D grants, 
innovation voucher schemes, competitive calls 
for innovation and technology upgrading) and 
dedicate public funds for networking events 
(such as hackathons, road shows, high-tech days).

Medium-term
GITA

SRNSFG

• The lack of industry research networks 
makes for weak collaboration 
between research institutions 
and business enterprises.

 y Develop a formal framework for developing 
innovation clusters based on strengthened 
science-business linkages in industries 
of national competitive advantage.

Medium-term
GITA

MoESD

 y Provide academia-industry matching services 
where researchers with highly innovative 
projects are linked with potential partners.

 y Develop the technology transfer system further, 
to strengthen linkages between knowledge-based 
institutions and enterprises in the domestic market.

 y Identify pilot collaborative projects in 
priority areas to receive coordinated public 
support and raise awareness among 
Georgian businesses and researchers.

 y Increase interest in science-industry 
collaboration using success stories to 
illustrate the mutual benefi ts and potential 
to commercialize joint projects.

 y Develop a monitoring framework for HEIs and 
public research institutions to consolidate and 
regularly update publicly available data on research 
studies, to align scientifi c activity with private 
sector need and commercialize more research.

• Low science-industry mobility and 
poor researcher evaluation impede 
the creation of synergies between 
fundamental and practical knowledge.

 y Implement research-industry support schemes 
that include funding for work placements for 
young researchers in the domestic market 
(such as repayable state grants, fellowship 
stipends and staff  exchange initiatives).

Short-term MESCS

 y Develop a researcher evaluation framework, 
including at HEIs and public research institutions, 
that is based on teaching and scientifi c activity, 
and collaborative work with the private sector 
and integrate it into established institutional 
processes (such as hiring, promotion and tenure).

 y Introduce performance-based incentives 
for joint academia-industry projects 
and research commercialization.
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Area for improvement Recommendation Time frame Responsibility

• Few policy measures are in place 
to target diaspora networks, 
bypassing a potential source 
for knowledge exchange.

 y Develop a national programme targeting 
the Georgian diaspora which includes 
political, economic and social provisions 
tailored to nationals abroad, for the purpose 
of building a community network and 
transferring knowledge and technology.

Medium-term
Ministry of 

Foreign Aff airs

• There is a lack of measures for 
gender equality necessary to 
maximize the workforce potential 
given the shrinking population.

 y Conduct gender-based analysis and 
report gender-disaggregated statistics, to 
understand the dynamics and implications 
of any planned action with respect to 
gender equality, to identify potential areas 
of intervention and to introduce gender-
driven policies and programmes. Short-term

All ministries

 y Expand the policy support mix available 
to female entrepreneurs, helping them 
to identify local development niches and 
build professional qualifi cations in areas 
where they are underrepresented.

Enterprise 
Georgia

MoESD

Source: UNECE.

Sub-pillar III IPO evaluation and recommendations (Concluded)
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Sub-pillar IV: Knowledge diffusion

Mechanisms that ensure equal and widespread access to information 
are vital to creating an innovative ecosystem in both the public and 
the private sector, serving as channels for the distribution and 
intersectoral flow of information. 

Standards, testing and certification

Although Georgia has no specific instruments for standards, testing and certification of 

SMEs, the procedures for issuing licences and permits have been significantly simplified 

since two principles – the “one-stop shop” and “silence is consent” – were introduced 

to speed up the process. Since 2005, strong reforms have led to a nearly 90 per cent 

reduction in the number of licences and permits required. Currently, licences and permits 

are required only for producing highly risky goods and services, for using natural resources 

and for some other specific activities. 

Digitalization and e-governance

Digitalization can accelerate economic growth and improve social well-being in Georgia 

by offering opportunities to reconfigure how businesses and economies operate.  

GITA’s innovation infrastructure project includes the implementation of an internet 

development programme for 1,500 socially unprotected families living in high  

mountainous areas and 1,500 regional SMEs. The programme consists of training, 

broadband connection portals and online vouchers. 

Openness and transparency of data are among the priorities of the Government,  

as reflected in the Open Government Partnership 2014–2015 Action Plan. The Data 

Exchange Agency, developed under the Ministry of Justice in 2010, is an e-governance 

development agency that has created a national open database and led projects  

in cybersecurity and data exchange infrastructure5 (Georgia, 2019). In addition,  

the public finance management system is entirely accessible to the public through  

several online systems, including e-budget, e-treasury, e-procurement and e-auction 

systems (Krabina and others, 2014).

Other policy tools

The policy tools in use in Georgia do not sufficiently address gaps in knowledge 

diffusion with regard to leveraging the potential of public procurement for innovation, 

brokerage schemes for technology upgrading and industrial technology assistance 

– although several efforts have been made in the last two areas. Brokerage schemes 

for upgrading technology include the state programme Produce in Georgia 

implemented by Enterprise Georgia, which supports entrepreneurs by providing 

financial and technical tools and mechanisms,6 and the preliminary patentability 

assessment mechanisms offered by Sakpatenti, the national intellectual property 

centre of Georgia. It provides, for example, free distance learning courses on IPRs.7  
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Industrial technology assistance includes the efforts of the SRNSFG in administering 

grant calls for applied research as part of the GENIE project, with the aim of fostering the 

implementation and commercialization of innovations.8 

Sub-pillar IV IPO evaluation and recommendations

Achievements

 y Evident progress has been made in aligning the national quality measures with international standards and 
best practices, and the procedure for issuing licences and permits has been signifi cantly simplifi ed.

 y The development of digitalization has led to higher connectivity both nationally and across disadvantaged groups, 
while the transition to e-government is increasing openness and transparency.

Area for improvement Recommendation Time frame Responsibility

• Information and brokerage schemes are 
lacking for the technology upgrading 
that is essential for planning and 
implementing innovation activities.

 y Integrate information and brokerage schemes 
for technology in the service portfolio of 
the innovation support infrastructure.

Short-term GITA

 y Expand policy support in this area by introducing 
open competitive calls for innovation and 
technology upgrading, covering the whole 
innovation cycle from early-stage project 
development to product commercialization.

Medium-term
GITA

SRNSFG

• The ample potential of demand-
driven policies, such as targeting 
in public procurement, to drive 
innovative development has 
not been fully explored.

 y Develop a comprehensive policy framework of 
public procurement for innovation to support 
demand-driven innovative development.

Short-term

All ministries

GITA

Enterprise 
Georgia

GNAS

SRNSFG

NIA

State 
Procurement 

Agency

 y Ensure that selection criteria in tender 
specifi cations are open to innovative solutions 
(Georgia, State Procurement Agency, 2020).

Medium-term

GITA

State 
Procurement 

Agency

 y Undertake small demonstration projects to 
raise awareness about policy commitment 
and resulting opportunities.

 y Consider adopting a pre-commercial 
procurement approach comparing R&D 
alternatives and identifying the solutions that 
off er the best value for money that the market 
can deliver to modernize public services. 

 y Align public procurement goals with existing policy 
initiatives supporting diff erent areas of innovation 
(for example, support instruments for technical 
and business services, R&D grants, tax incentives).

Source: UNECE.
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Sub-pillar V: Research and education

Recognizing the requirements of today’s labour markets and rapidly 
evolving technological environment, governments have pursued a 
multidisciplinary approach to education through STEM initiatives. 
Policy measures to enhance research are designed to promote 
research excellence, collaboration and commercialization. 

Policies to increase the number of STEM graduates

The academic disciplines of science, technology, engineering and mathematics (STEM) are 

priority fields for the State, and specific policies aim to increase the number of Georgian 

students enrolled in STEM subjects. Examples include subsidies through study vouchers 

that cover university tuition fees. The Government updates the list of faculties offering 

these subsidies each year, after assessing student mobility patterns and identifying weaker 

academic programmes. The number of STEM specialists has increased since 2016 as a result 

of the Millennium Challenge Account. Georgia offers qualified students partial scholarships 

to San Diego State University in the United States in cooperation with three Georgian 

state universities – Tbilisi State University, Ilia State University and Georgian Technical 

University – providing students with the opportunity to earn US degrees in STEM fields.9  

Despite the programs in place, a significant number of workers remain unspecialized and 

the challenge of building a skilled work force persists. 

Policies to foster research development

Since 2018 the SRNSFG has funded the research projects of nearly 100 doctoral candidates 

in Georgia. Of the Foundation’s 2018 budget of $32 million, $25 million goes to research 

funding. Through the goodwill of the EU, Georgia receives a refund of half of its annual 

payment for associate membership in the EU’s Horizon 2020 framework programme; 

and the SRNSFG subsequently reinvests those funds in R&D. The SRNSFG also funds both 

fundamental and applied research projects through grants and works towards building 

a sound foundation of cross-border cooperation in research by managing joint calls 

and projects with the foreign research centres and councils of France, Germany, Italy,  

Turkey and Ukraine. Such projects include Black Sea Horizon 2015–2018 and the  

STI International Cooperation Network for Eastern Partnership Countries Plus (EaP PLUS),  

both of which aim to stimulate cooperation between researchers from Eastern Europe  

and the Caucasus and the EU as part of Horizon 2020. In 2019, the SRNSFG inaugurated 

the Georgian Studies research programme and international conference in collaboration 

with the University of Oxford.
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Notes
1 Enterprise Georgia, Trade with Georgia: Georgian products at the International Food and Drink Exhibition SIAL Paris 2018, 

press release, 17 October 2018.
2 Georgia, MESCS (Ministry of Education, Science, Culture and Sport), Vocational Education Hackathon, press release, 24 April 2019.
3 Georgia, MoESD (Ministry of Economy and Sustainable Development), Informative Meeting on Credit-Guarantee Scheme 

State Programme, press release, 1 April 2019. 
4 GITA (Georgia’s Innovation & Technology Agency), 650 000 GEL Innovation matching grants, press release, 21 May 2019. 
5 Georgia, Data Exchange Agency, Ministry of Justice, “CYBER-EXE Georgia 2015” – Cyber exercises for the representatives 

of public and private organizations, press release, 27 November 2015; GITA (Georgia’s Innovation & Technology Agency),  
650 000 GEL Innovation matching grants, press release, 21 May 2019. 

6 Enterprise Georgia, Results of the State Program “Produce in Georgia”, 12 November 2019. 
7 Sakpatenti (National Intellectual Property Center of Georgia), Distance learning, http://www.sakpatenti.gov.ge/en/

page/181/.
8 SRNSFG (Shota Rustaveli National Science Foundation of Georgia), SRNSFG announces 2019’s Call for Applied Research 

Grants, 20 November 2019. 
9 United States, Embassy in Georgia, MCC vice president celebrates first commencement of San Diego State University  

in Georgia, press release, 5 June 2019.

Sub-pillar V IPO evaluation and recommendations

Achievements

 y Competitive grants are distributed for fundamental and applied research projects, 
providing incentives for innovation in public research institutes.

 y Incentives for the development of STEM education have expanded to include partial 
scholarships in partnership with foreign universities.

Area for improvement Recommendation Time frame Responsibility

• Low funding for R&D from public 
and private sources impedes 
innovative development. 

 y Increase the overall level of R&D funding by 
increasing funding for policy support from 
public budgets (gross expenditure on R&D), 
promoting participation in international research 
funding schemes (such as Horizon 2020) and 
crowding in private investment in R&D.

Medium-term
National 

government

• The low numbers of inventions and 
patents reveal the need to absorb 
technology spillovers from abroad.

 y Foster cross-border cooperation in research by 
developing special programmes with allocated 
budgets to enable cross-border knowledge 
and experience sharing and to undertake 
joint research activities in priority areas.

Medium-term GNAS

 y Strengthen support for public research institutes 
and businesses to participate in international calls.

• The large pool of unspecialized 
workers highlights the importance 
of increasing the number of 
STEM graduates to build a 
knowledge-based society.

 y Build a STEM community engaging educators 
and individuals within and outside a formal 
educational setting to popularize STEM education 
and make technical careers more accessible.

Short-term
MESCS

SRNSFG

 y Expand support schemes for students enrolled in 
STEM fi elds to include partial and full scholarships.

 y Establish an online resource for fi nding STEM 
education-related activities and funding opportunities.

 y Build computational literacy by promoting 
cybersafety and digital literacy and creating 
digital platforms for teaching and learning.

Medium-term

Source: UNECE.
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Chapter V

PILLAR III: INNOVATION 
POLICY PROCESSES 

Pillar III examines the underlying processes for innovation 
policymaking: how data, evidence and stakeholder input inform how 
decisions are made, put into practice, monitored and evaluated, 
based on the experience from one specific policy. Ten detailed policy 
indicators address each step in the policy process of that specific 
policy, from problem identification or market failure to policy design, 
implementation, evaluation, impact assessment and learning. 

In consultation with Georgia’s Innovation and Technology Agency 
(GITA), UNECE selected the Start-up Matching Grant Programme 
(SMGP) for assessment, on the basis of these criteria:

i) T he policy measure is intended to foster science, technology 
and innovation (STI) in the country.

ii)  The policy measure reflects the standard innovation policy 
practices in the country.

Pillar III also derives broader policy lessons for innovation 
policymaking.

Innovation policy processes –  
strengths and weaknesses
Despite significant democratic and governance reform over the past 10 years, the policy 

design, development and coordination system in place within Georgian line ministries 

and other government bodies with STI policy competencies is still not fully functional. 

Gaps in the practices of planning and making policy affect the quality of policies and 

hence the innovation performance of the country.

Nonetheless, the specific policy examined in detail here, the SMGP, is a well-designed 

programme with a solid implementation record and a justified place in Georgia’s current 

policy and economic landscape. It follows international good practices for matching-

grants schemes and has benefited from the extensive experience of the World Bank 

with such schemes. To enhance the quality and impact of this and future schemes, GITA, 

which administers the SMGP, should consider improving targeting, bolstering anti-fraud 

measures and implementing mechanisms to increase the financial return on investment.
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Policy overall: progress and gaps

Georgia has made progress in establishing key institutions and processes for democratic 

and good governance since 2000. The DCFTA, which came into force in July 2016,  

has further focused governmental efforts to reform public administration, including 

improving the quality of policymaking, professionalizing the civil service, improving 

access to public services, promoting greater accountability and transparency of public 

institutions, and fighting corruption (SIGMA and OECD, 2018; UNDP, 2019).

According to a 2018 survey commissioned by the Support for Improvement in Governance 

and Management (SIGMA) initiative and the OECD, 60 per cent of Georgian businesses 

consider governmental policymaking to be clear and stable, while 75 per cent believe 

that information on the laws and regulations affecting their businesses is easy to obtain 

from the authorities. These are positive numbers. Nonetheless, the policy development 

and coordination system in place today is still not fully functional, with significant gaps 

remaining in both the framework and the practices of planning and making policy  

(SIGMA and OECD, 2018).

Policy focus: matching-grants programmes  
and the SMGP

Matching grants are a form of direct subsidy to enterprises. They are “one-off, non-

reimbursable transfer[s] to project beneficiaries [...] based on a specific project rationale 

for particular purposes and on condition that the recipient makes a specified contribution 

for the same purpose or subproject” (IFAD, 2012, p. 8). As such, they differ from permanent 

public transfers such as social security or subsidies for inputs and services (IFAD, 2012).  

In the innovation policy sphere, matching-grants programmes usually aim to stimulate 

enterprise innovation and defray some of its risk by helping entrepreneurs confront the 

high financial costs of experimenting with new ideas.

Matching grants require substantial budget resources and risk encouraging rent-seeking 

and market distortions. For these reasons, they should target a well-identified market failure, 

specific beneficiary groups that have a verified demand, and the potential for additionality 

and spillovers (IBRD and World Bank, 2016). This is particularly true in countries with limited 

fiscal space and a strong need to maximize the impact of public spending, such as Georgia 

and the rest of the EESC.

Successful design and implementation (box V.1) require time and resources, starting with 

the analytical underpinnings. Failure to take all the steps is likely to result in suboptimal 

outcomes, such as limited additionality and spillovers, weak demand and disbursements, 

and unintended consequences on the service provider market (such as a price increase if 

the supply is inelastic) (IBRD and World Bank, 2016).

GITA launched the SMGP in 2018, targeting small private enterprises not older than 

two years. Distributed during three financing cycles across three years, its grants go up 

to GEL 100,000, with minimum co-financing of 10 per cent by the beneficiary. Financed 

projects may last up to one year, and beneficiaries can spend the grants on almost 

any costs that derive directly from the requirements of their projects. Under the SMGP 

GITA had disbursed GEL 5.5 million as of March 2020 and aims to disburse an additional  

GEL 5.4 million by March 2022.
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The eligibility criteria are relatively unrestrictive: companies must be “technology based” 

and cannot be related to defence, nuclear technologies, spirits, tobacco or hazardous 

substances; applicants must fill out a basic environmental and social checklist, which GITA 

uses to assess environmental and social risk. Applications are assessed in three stages:  

desk review, pre-evaluation and final evaluation. Decisions on allocating grants are made 

by an investment committee of international experts, on the basis of the innovation and 

content, market and commercialization potential, management and financial capacity, 

and sustainability of the projects.

Box V.1 Success factors in designing and implementing 
matching-grants schemes

A recent review of 106 World Bank–implemented matching-grants schemes (IBRD and World Bank, 

2016) identified six success factors in their design and implementation: 

i ) Early presentation of the functioning of the scheme to stakeholders

ii ) Provision of personalized technical assistance to beneficiaries 

iii ) Mitigation measures to avoid political capture

iv ) Selection of service providers by beneficiaries

v ) Transparent selection criteria for beneficiaries

vi ) A level of subsidy that makes the scheme attractive but does not diminish ownership

Sub-pillar I: 
Preparation

Sub-pillar II: 
Design

Sub-pillar III: 
Implementation

Sub-pillar IV: 
Post-implementation

Innovation foresight Planning Amendment of policies Ex-post evaluation

Rationale Decision-making
Review of the policy 

against its action plan
Adaptation

Private sector consultation 

Coherence

Source: UNECE.

Table V.1 Overview of sub-pillars and indicators for innovation policy processes
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Sub-pillar I: Preparation

Sound preparation of policies sets the foundation for the policymaking 
process. Public intervention should, where appropriate, depend on 
the identification of market failures as well as future trends that 
will affect the area of intervention.

Innovation foresight

Innovation foresight – the practice of capturing future trends and perspectives in 

research activities and adjusting innovation policies accordingly – is not yet integrated 

systematically and continuously into the innovation policymaking process in Georgia, or 

into the processes for other policies. Foresight tends to be ad hoc, tied to specific policy 

design efforts (such as the new innovation strategy or the 2020 Sustainable Development 

Strategy) and not subject to continuous revision. This state of affairs means that measures 

such as the SMGP may not be grounded in agreed, realistic assumptions from which the 

key performance indicators (KPIs) follow, and that it may not be possible to monitor and 

evaluate impacts in a concerted fashion.

Policy rationale

The policy rationale for the SMGP derived from a comprehensive market-failure analysis 

that the World Bank conducted when conceptualizing and preparing the Georgia National 

Innovation Ecosystem (GENIE) project appraisal document. It identified market failures in 

the promotion of innovation and in participation in the digital economy. The overarching 

failure is the high cost of self-discovery, meaning that the potential social return from new, 

innovative activities is high, but the risk accrues fully to the entrepreneur and investors. 

This dampens private investment in those activities, producing the need for some public 

investment or coordination to initiate or sustain them (IBRD, 2016). 

In the World Bank’s 2013 Enterprise Survey, respondents in Georgia had identified lack of 

access to finance as the second most important constraint in the business environment. 

Only 12 per cent of micro and SMEs had loans in 2013; the rest financed their investments 

without debt financing. About 94 per cent of loans to micro and SMEs come from  

private commercial banks but with high collateral requirements – usually in the form 

of real estate, reaching as much as 220 per cent of the loan amount – as well as high  

interest rates and short terms. This makes loans an unlikely channel for long-term 

investment in capital stock. Banks are reluctant to fund innovative projects because 

of the high risks and their lack of understanding of the potential of such projects.  

Alternative financing sources, such as angel, seed and venture capital, or matching  

grants, or leasing and factoring, are largely unavailable from private sources in Georgia, 

and the nascent capital market infrastructure prevents easy exit from investment  

(IBRD, 2016).

For the GENIE project, under which the SMGP operates, the World Bank’s cost-benefit 

analysis estimated that over a 20-year horizon the project will create a positive net present 

value of $53.1 million, and an economic rate of return well above the social discount 
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rate at 18.9 per cent (IBRD, 2016). This kind of underlying analysis does not take place 

systematically for similar projects that are not funded and in part implemented by the 

World Bank Group or other international organizations. 

Broader policy issues

In cooperation with GITA, World Bank experts conceptualized and prepared the SMGP 

in line with international good practices. In the broader sphere of policy not supported 

by international organizations, however, evidence-based policymaking is not yet fully 

established and the quality of the analysis supporting new policies and laws is relatively 

low (SIGMA and OECD, 2018). This is also true of the practices of the main line ministries in 

charge of innovation policy design, the MoESD and the MESCS. According to SIGMA and 

the OECD (2018), almost half of all laws in Georgia are amended one year after adoption, 

which indicates suboptimal preparation and vetting processes. 

In developing policies, institutions in Georgia must provide general information about a 

proposed policy, explain its rationale and objective, identify its expected outcomes and 

assess its effects on the budget, under the rules of procedure of the Government and 

the Law on Normative Acts (Georgia, Administration, 2016). The established practice in 

developing policy, however, has been to merely use explanatory notes. The level of policy 

analysis underlying these notes is basic and its quality low. For example, the information 

provided about the rationale for introducing laws and policies and about their expected 

impacts is very limited (SIGMA, 2018). 

In December 2019 the Government approved a new rule that aims to make government 

functioning more results-oriented and measurable through the use of a manual on policy 

planning, monitoring and evaluation. The manual, based on the Government’s work 

with SIGMA, SIGMA’s Principles of Public Administration and the SIGMA study referred 

to throughout this chapter (SIGMA, 2018), sets standards for planning, monitoring and 

evaluating policy. It represents a supplementary methodological guide for policymakers 

who carry out these tasks. The rule came into force on 1 January 2020; it remains to 

be seen how effectively the manual will be taken up by innovation policymaking and 

implementation bodies.

The Government has been allocating resources to establishing regulatory impact 

assessments1 (RIAs), which line ministries consider as having a high benefit for improving 

the quality of both the stock and the flow of policies. RIAs have been piloted across several 

ministries for several years. Legislative amendments have been made to the normative acts, 

under which RIA became mandatory on 1 January 2020. The guideline and methodology 

for RIA were approved through a Government Resolution of Georgia (Resolution N35, 

dated 17 January 2020). 
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Achievements

 y A comprehensive market-failure analysis was conducted when conceptualizing and preparing the SMGP. 
Market failures were identifi ed in the promotion of innovation and in participation in the digital economy.

 y A cost-benefi t analysis was conducted for the GENIE project, concluding that it will create a positive 
net present value and an economic rate of return well above the social discount rate.

 y Using explanatory notes in policy development is an established practice.
 y To improve the quality of the stock and fl ow of policies, RIAs have been piloted across several line ministries.

Area for improvement Recommendation Time frame Responsibility

• Innovation foresight is not yet 
integrated systematically and 
tends to be ad hoc and tied to 
specifi c policy design eff orts. 

 y Integrate innovation foresight practices 
into the policy processes of relevant line 
ministries to capture future trends in and 
perspectives on research activities for 
incorporation in the long-term strategic 
direction of innovation development. 

Medium-term
MoESD

MESCS

• Co-fi nancing requirements 
for benefi ciaries are low.

 y Increase the co-fi nancing requirements of 
GITA for benefi ciaries of future fi nancing 
rounds of the SMGP, once the SMGP has 
grown through its fi rst fi nancing rounds. 

Short-term GITA

• The recently adopted Policy Planning, 
Monitoring and Evaluation Manual 
needs to be implemented.

 y Implement and monitor the adoption of the 
Policy Planning, Monitoring and Evaluation 
Manual across the MoESD and the MESCS.

Medium-term
Administration 

of Georgia

• Evidence-based policymaking is not 
yet fully established and the quality 
of the analysis supporting new 
policies and laws is relatively low.

 y Build on eff orts and experiences with RIAs 
by implementing the timeline and plan to 
institutionalize and implement RIAs, to ensure 
that drafters use evidence-based policymaking 
systematically when creating policies and laws.

Medium-term
Parliamentary 

Secretariat

Source: UNECE.

Sub-pillar I IPO evaluation and recommendations
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Sub-pillar II: Design 

Public-private consultations are an integral part of the policy design 
process, to ensure policy relevance to the market and private sector 
needs and to confirm the commitment of relevant stakeholders 
to its implementation. Innovation policy is a supplementary 
component of a country’s overarching strategy that contributes to 
the achievement of broader vision and objectives of socioeconomic 
development. Its priorities and activities should be consistent and 
coherent with relevant “non-innovation” policies.

Planning

Overall, the SMGP’s design seems to aim at achieving a strong uptake of the scheme. The 

grants are relatively large and the co-financing requirements very low. A 2012 review by the 

International Fund for Agricultural Development (IFAD) of matching-grants programmes 

shows that co-financing requirements are higher in other upper-middle-income countries. 

Low co-financing modalities are typically used for projects with high additionality or 

significant spillover potential in other countries (IFAD, 2012). Furthermore, despite the limited 

fiscal space of the government, GITA does not require an equity stake for itself in companies. 

In addition, the targeting is relatively loose; application and reporting procedures are lighter 

touch than for comparable matching-grants schemes in other countries. 

The SMPG now monitors and collects KPIs quarterly and gathers qualitative and 

quantitative data through surveys twice a year. It has a clear action plan with two output 

indicators: the number of grants disbursed (1562) and the number of new products or 

services introduced in the market (200). GITA plans to introduce more detailed, project-

specific indicators for the SMGP so as to measure the impact of the grants on individual 

firms. It does not seem to have plans to analyse the aggregate impact. 

Decision-making

The targeting of innovative entrepreneurs and companies could be enhanced: it is 

not clear from the project manual how the programme ensures that beneficiaries are 

innovative. The only relevant criterion, that proposed projects be “technology based”, 

indicates a focus on good uptake of the scheme to the detriment of other factors. The 

requirements for firm age and “technology” are unnecessarily constraining, especially 

when interpreting the latter narrowly – for example, Uber is not a technology company 

but a transport intermediary.

The focus on uptake by default reduces the focus on innovation and potential return. 

The SMGP’s focus on social return is relatively weak. There is little systematic effort to vet 

projects from a sustainable development perspective, to make sure they do no harm and 

to give preference to those likely to make a strong contribution if successful. Furthermore, 

focusing on young firms raises the risk that the SMGP may miss innovative projects in 

established firms and that it may create distortions – for instance, if entrepreneurs register 

a different firm simply to qualify for support.
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Public-private consultation mechanisms

The evidence points to limited, ad hoc involvement of the private sector and the public in 

the design of the SMGP. The design of the project was driven by World Bank experts and  

based on both the World’s Bank significant experience and expertise in designing matching-

grants programmes and international good practices. They used the 2013 World Bank 

survey of companies to identify relevant market failures and establish the rationale for the 

SMGP, so the private sector’s views were taken on board, but the programme has no clear 

mechanisms for continuous dialogue to inform project implementation and monitoring. 

Policy coherence

The SMGP is coherent with both the latest draft innovation strategy and the 2020 Sustainable 

Development Strategy. One of the core objectives of the draft innovation strategy is to 

“expand access to finance: Helping business access a more diverse and affordable range 

of capital is needed to improve the viability of securing the necessary financial resources to 

invest in innovation” (Majno and others, 2019:, p.29). The Sustainable Development Strategy 

2020 foresees the need to improve private sector competitiveness and expand private 

sector access to finance.

Broader policy issues

Across ministries, including those responsible for STI policymaking, both public scrutiny of 

government work and public participation in policy design are limited. Multi-stakeholder 

policymaking has yet to be fully developed. Details on policy proposals, for example, are 

not available to the public through a central online platform, as is standard practice in EU 

countries. Targeted stakeholders have been consulted on selected policy proposals through 

ad hoc working groups across several line ministries, but UNECE found that Government 

representatives consider the practice of consultation during policy design to be inadequate. 

The Policy Planning, Monitoring and Evaluation Manual, which came into force on 1 January 

2020, has made public consultations on policy documents mandatory. It remains to be seen 

to what extent these consultation practices will be implemented.

The analysis found no evidence of systematic training on drafting policy for civil servants in 

ministries responsible for STI policies. Procedures for developing policy within such ministries 

are also not clearly defined and regulated.

Interministerial consultations are regulated through the Rules of Procedures; they are done 

using a specific e-government software programme. The SME Strategy 2016–2020, for 

instance, was developed and monitored by an interministerial working group chaired by 

the Deputy Minister of Economy. Yet, the groups involved in such consultations are under 

no regulatory requirements to issue formal opinions on draft proposals, and windows for 

commenting are reported to be very short. Policy drafts are shared between departments 

only when considered necessary. Thus, the current procedures and rules do not ensure that all 

relevant departments within ministries are consistently consulted and involved in developing 

policy proposals (SIGMA and OECD, 2018). The lack of regular inter- and intraministerial 

consultations is likely to cause missed opportunities for synergies. As an example, the several 

thousand grants that Georgia Enterprise disburses every year could easily be tweaked to 

complement GITA’s efforts and to contribute more to incentivizing innovative projects rather 

than simply supporting projects that would have happened anyway. 
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Achievements

 y The SMGP has a clear action plan with output indicators. GITA plans to introduce more detailed, 
project-specifi c indicators for the SMGP to measure the impact of the grants on individual fi rms.

 y GITA has adjusted the SMGP project manual for its third fi nancing round, on the basis of lessons 
learned from the fi rst two rounds. This is a positive development in terms of learning.

 y The SMGP is coherent with both the latest draft innovation strategy and the 2020 Sustainable Development Strategy.
 y Interministerial consultations are regulated through Rules of Procedures and done 

with a specifi c e-government software programme.

Area for improvement Recommendation Time frame Responsibility

• Despite the limited fi scal space, 
GITA does not require an 
equity stake in companies.

 y Integrate mechanisms for GITA to hold equity 
in benefi ciaries’ projects in future grant 
schemes, to augment the fi nancial return 
on investment of public resources; refer to 
practices in other EESC countries, which have 
tried relatively simple mechanisms that do 
not disrupt entrepreneurs’ operations. 

Mid-term GITA

• Innovation targeting for SMGP 
benefi ciaries is inadequate.

 y Defi ne eligibility criteria in more detail for 
future fi nancing rounds, to ensure that projects 
with the greatest or most relevant innovation 
potential apply. One approach could be a tender 
on solving a particular problem in an innovative 
fashion. These types of tenders would be a 
strong motivation for innovative start-ups and 
scientists to commercialize their projects.

Short-term GITA

• The SMGP focuses too little on 
social returns, lacks outcome and 
impact indicators, and targets 
innovative applicants only loosely.

 y Enhance eff orts and mechanisms to further 
mainstream the three pillars of sustainable 
development across GITA policies and processes, 
by targeting explicit sustainability criteria to 
the eligibility of applicants for future grant 
schemes. These criteria could relate to gender 
or to subnational development issues, for 
example, or other priorities for the Government.

Short-term GITA

• The SMGP conducts only 
some measurement of 
outcomes and impact.

 y Develop further the use of specifi c KPIs to 
enhance the precision of the monitoring and 
accountability of benefi ciary projects. GITA 
should consider further development to include 
output, outcome and impact indicators, to focus 
more clearly on innovation, and to expand this 
approach to other policies and initiatives.

Short-term GITA

• Interministerial coordination rarely 
happens in designing innovation 
policy. Procedures for developing 
policy within ministries in charge of 
STI policymaking are not enforced.

 y Consider establishing a more eff ective 
interagency consultation mechanism 
for Government bodies involved in 
implementing innovation policy. Medium-term MoESD

 y Establish more cross-cutting connections 
between these agencies and the MoESD.

• The private sector had little 
involvement in the SMGP design. 
Generally, across ministries, there 
is no systematic practice of public 
consultation for policy proposals.

 y Consider developing and piloting a concerted 
approach to consultations of relevant 
line ministries with the private sector and 
the broader public on policy design and 
implementation, as part of the regular policy 
cycle and decision-making processes. 

Medium-term
MoESD

MESCS

Source: UNECE.

Sub-pillar II IPO evaluation and recommendations
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Sub-pillar III: Implementation 

Targets and time frames defined in the action plan provide a 
basis for regular reviews of implementation progress. Analysis of 
intermediate progress helps identify administrative, institutional 
and technical challenges faced during implementation and makes 
it possible to undertake necessary measures, including adjusting 
activity and reallocating resources.

Amendments of policies

Implementation of the SMGP is advanced and on track. One project financing cycle 

concluded in 2018 and two more began in December 2018 and July 2019, in line with the 

action plan. During the first cycle, the SMGP disbursed GEL 1.6 million, which was slightly 

below the target of GEL 2 million. As the prominence of the SMGP increases, it is expected 

that the numbers and quality of applicants will as well. Indeed, GITA staff confirmed that 

this was already the case in the second financing cycle.

GITA has revised the SMGP project manual for its third financing round, on the basis of 

lessons learned from the first two rounds. This is a positive development. It has eliminated 

the peer review of project proposals, the second round of proposal evaluation, as it did 

not significantly enhance the quality of proposals. It has streamlined the process and 

proposals now go directly to the investment committee for review.

Review of the policy against its action plan

The analysis found that the operational part of the SMGP implementation has been 

excellent. It is structured around a comprehensive and clearly drafted project manual 

(GITA, 2017) and a transparent selection process, well in line with the international good 

practices listed earlier in this chapter. The programme offers applicants personalized 

technical assistance by renowned business coaches at the business plan and pitch stages 

of the application process. It mitigates the risk of capture and rent-seeking by systematically 

and transparently involving the private sector in the grant award process through an 

investment committee that scores the shortlisted candidates following their pitches and 

by identifying transparent selection criteria in the project manual. The committee consists 

of five international experts from the private sector. To maximize the number of qualified 

applications, it conducts targeted and comprehensive marketing and promotion of the 

scheme through various media channels, delivering clear and accessible messaging 

geared towards start-ups. It also frees beneficiaries to select the service providers on which 

they spend the grant money, thereby implementing a demand-driven process rather than 

relying on services provided by central public institutions.

Broader policy issues

The analysis revealed three limitations of the SMGP. First, although GITA had not previously 

implemented a matching-grants scheme, it made no systematic training efforts to prepare 

staff to coordinate and implement the scheme. Adequate staff training is an important 
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success factor in the ability of agencies to implement matching-grants schemes (IBRD 

and World Bank, 2016), particularly when no experience with such schemes exists. Second, 

the measures in place to prevent fraud by grant beneficiaries are limited, in part as a 

result of the ambition to minimize bureaucracy and make the scheme accessible. The 

project manual refers to fraud by listing fraudulent actions to avoid. Third, the manual 

also stipulates regular field visits to monitor implementation and prevent fraud; to date, 

however, GITA has not visited many beneficiaries’ sites.

Achievements

 y Implementation of the SMGP is advanced and on track with the action plan.
 y The operational part of the SMGP implementation has been excellent. It is structured around  a comprehensive 

and clearly drafted project manual and a transparent selection process, well in line with international good practices.
 y GITA has adjusted the SMGP project manual for its third fi nancing round, on the basis of lessons 

learned from the fi rst two rounds, which is a positive development in terms of policy learning.

Area for improvement Recommendation Time frame Responsibility

• Staff  received no specifi c 
training on implementing 
matching-grant schemes.

 y Consider introducing targeted training 
schemes for GITA staff , when a policy 
measure is introduced or revamped. 

Short-term GITA

• The measures in place to prevent 
fraud by grant benefi ciaries are 
limited, in part as a result of the 
ambition to minimize bureaucracy 
and make the scheme accessible. 

 y Consider bolstering GITA’s anti-fraud measures 
including conducting audits of projects, publicly 
disclosing fraudulent behaviour and conducting 
structured fi eld visits, for future grants schemes 
– particularly those with very low co-fi nancing 
requirements such as the SMGP – and for 
future fi nancing rounds of existing schemes.

Short-term GITA

Source: UNECE.

Sub-pillar III IPO evaluation and recommendations
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Sub-pillar IV: Post-implementation 
Ex-post evaluation is completed after the implementation of 
the action plan and based on results rather than forecasts. It 
helps establish the impact of policy activities on the industry in 
general, on specific fields or on beneficiaries. In light of experience 
acquired during implementation, governments introduce necessary 
adjustments to innovation policy measures so as to better target 
new or established policy objectives. 

Ex-post evaluation

As the SMGP is still in implementation, this sub-pillar can be assessed only in part. 

SMGP beneficiaries submit basic quarterly progress reports and financial reports. These are 

supposed to be followed by on-site visits, which GITA has never conducted.

The programme’s KPIs (156 grants distributed and 200 products or services introduced to 

the market) are set for the end of the third disbursement cycle. For up to five years after 

the project ends, beneficiaries must provide periodic updates on performance data and 

financial information to GITA upon request. GITA may also ask beneficiaries to participate 

in thematic meetings that GITA organizes to present and discuss their experience before 

broader audiences. To structure and further flesh out the future evaluation details,  

GITA has hired two monitoring and evaluation managers.

GITA does not collect evidence from a comparable group of non-beneficiary firms, 

although “a robust randomized control trial is envisioned for […] the matching grant 

program”, according to the World Bank’s Project Appraisal Document (IBRD, 2016, p.50).

The analysis found no evidence of an exit strategy. According to the SMGP’s project 

appraisal document, it is assumed that as success stories increase, the perceived risk of 

funding innovative and/or risky ventures will decline, helping to crowd in new sources of 

financing (IBRD, 2016). Yet this ambition is not covered in the KPIs, nor is there a process 

for evaluating progress toward it. 

Broader policy issues

Overall, monitoring and evaluation by the Government is insufficient and overly focused 

on outputs, with few systemic linkages to ensure that learning feeds into the policy design 

process, including in government bodies responsible for STI policy. Only limited evidence 

of any type of impact assessments of innovation policies was found across relevant 

ministries. The new Policy Planning, Monitoring and Evaluation Manual sets new standards 

for monitoring and evaluation. It remains to be seen to what extent relevant government 

bodies will apply them. For more detail on the monitoring and evaluation practices (or 

lack thereof ) for individual innovation policies and measures, see chapter IV.
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Notes
1  According to the OECD (https://www.oecd.org/regreform/regulatory-policy/ria.htm), “Regulatory Impact Analysis (RIA) 

[sic] is a systemic approach to critically assessing the positive and negative effects of proposed and existing regulations 
and non-regulatory alternatives. As employed in OECD countries it encompasses a range of methods. It is an important 
element of an evidence-based approach to policy making. OECD analysis shows that conducting RIA within an appropriate 
systematic framework can underpin the capacity of governments to ensure that regulations are efficient and effective in a 
changing and complex world. Some form of RIA has now been adopted by nearly all OECD members”.

2  This number also includes grants disbursed under a separate grant scheme, the Innovation Matching Grant Scheme.

Achievements

 y Benefi ciaries of SMGP have some reporting requirements.
 y Two monitoring and evaluation managers have been hired for the SMGP.

Area for improvement Recommendation Time frame Responsibility

• Monitoring and evaluation in the 
Government is insuffi  cient and 
overly focused on outputs, with few 
systemic linkages to ensure that 
learning feeds into policy design. 

 y Implement RIA systematically, to enhance 
the quality of the fl ow and stock of laws and 
policies, given the scarcity of monitoring, 
evaluation and impact assessment 
practices in the policymaking process. 

Medium-term Line ministries

• The SMGP lacks an impact assessment.
 y Ensure the independence of impact assessments, 

ideally by having an external, independent 
assessor conduct them rather than internal staff .

Short-term GITA

• The SMGP off ers scope 
for policy learning.

 y Consider implementing in other agencies 
the good monitoring and implementation 
practices found in the SMGP, which has 
integrated some and plans to integrate others.

Medium-term

Line 
ministries and 

implementation 
agencies

• Monitoring and evaluation has only a 
tenuous link with future policy design.

 y Establish a more systemic linkage of monitoring 
and evaluation to policy design, including in 
government bodies responsible for STI policy.

Medium-term

Line 
ministries and 

implementation 
agencies

Source: UNECE.

Sub-pillar IV IPO evaluation and recommendations
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