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Preface from Mayor

Our municipality developrment, stability and prosperity of the main challenges of the competitive
eoonomic environment, ingrder to become attractive Khoni investors, enlreprenedrs and tourists,
Geographical location of the mumcipality, abundance of natural resources, presence of well-known
o st zones and culturalsites, chmatic conditions, [Erain and land structure, traditionally develagped
aprecultural directians, investment potential, read infrastructure and exisling municipal senaces
provides the basis for economic empowerment and real opportunities for the municipality. The issue
reguines consistent, measured approaches, study and mastery,

te end the chaotic and unsystematic development in all directions, including economic planning is to
be pre-defined and evaluated. We have & vision of what the economic situation of the municipality
chould be i the near and long term. Systematization of issues-incthe process of work will make it
easier for you to keep up to date with modern achievernents and chalenges.

By signing the plan, | express my readiness, that within the initiative, in close cooperation with the
private and aon-governmental sectors, we will implement the actions cutlined in the Action Plan,
which will alse contribute to the local economic growth and the well-being of every member af
saciety, including the social equality and the improvement of lwing conditions.

During the plansing process, we used all the information available to us, loal resources and
international experience. | think the document cleary demonsirates our potential, directions, plans
and will halp make Khoni one of the maost successul munkcipalities that can overcome the challenges!
Good luck to-all of us?

ineerely,
Lade Jurkhadre

Toreguest acopy of this Plan, plesse contatl
Hame: Tamin Ugulava

fitlhe: Public Relations Specialist of the first category
Aularess Khonl, Tavisufleba st Neg

Tedpphone: +995) 535034350

Ermdil & ionfEmie i Al cont
Websitarwwes khoni gov ge




L.Engcutive Summary

Ehont local economic development plan prepared within the EU initiative “Mayors for economic
prowth’ by local economic development partners, with equal involvement of local authorities,
business sector, MGOs, Within which major economic trends were identified,

in the process of developing & planwas carried out in-depth research of development potentlal. Given
thie mumicipality’s strategic location, diversity of tourist locations and favorable conditions {or
revitalizing agriculture, the sectors with thi greatest development potential have been dentificd:
Tourm, agricullure and training of professianal statt

Aiso reveated weaknesses, such as: Overcoming we aknesses such as unemployment, labor migration,
msuflichent musigipal awareness, lack of munitipal services 10 SUpport peanomic development and
miore. Was developed & general visson of municipal development,

Guood pouernance, iNCreasing awareness, atiracling new investinents, promoting agri-production,
introducing moderm technobogics and raising the level of education gives the Khani municipality the
opporiunity to becoms one of the most economically growing municipalities in Georgia with its
strempihs

Khoni will be a distingeished municipality with strong agricullure, attractive tounsm and inwesiment
environment and a significant increase in the aumber of employees, To achieving econgmic growth
outtined three main ehject: 1) to increase tourssm potential of the country; 1) preparing competitive
and demanding staff for the labor markes; 3} Promotion of local businesses,

\n order to achieve these abjectives, the following activities are planned in Khoni Mu nicipality!
Populsrization of products produced in khoni; Presenting local products and opportunities at Tocaland
international eventssVirtualization of tourist sites and plices; Enhancing entreprensurial and working
ckitfs of inchusive groups; Retraining of agro-sector specialists; Provide traning in the Lourisas sector;
Rehabilitation of irigation canals; Involmenl entrepréncurs in the decision-ma king process; Providing
[nformation Lo starups and curpent entreprenguss an funding opportunitioy i one ard; Pronsiding
infarmation cn standards existing under the Association Agreement obligations; Promation of berries
g b Feclpients

Aol of 6 351,000 GEL {1942 147 EUR] will be spent on achigving these objectives. Out of these, 1.33%
fram the local budget, and 97.65% from the central budpet and LOT% [rom donor arpanizations.
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4. Introduction to the Plan

in December 2017, the Manicipality of Khonijeined the EU nitiative “Mayors far Ecomomic Grawth”
and expressed its commitment to work closely with business ang civil society to develop a long-term
and sustainabie economic development strategy W promaote the acceleration of economic growth,
riduce the outhow of young people from the municipality, because the last two census statistics were
rieduced to 1 5%,

"Mayors for Eronomic Growth® |5 a real opportunity for the municipality ta achieve the
sustainable local sconamic development.

Mayors for Economic Growth®™ inttiative provided the municipality with the ppportunity 10 discuss
with all stakeholders the needs 1o develap the local pegnomy and outling the right sction plam,
partially funded by the local budget, Khond runicipality econormic activities 1o incréase the prospect

ot the proximey of the center of the oty of Kutaisi, Imeretl region of 25 km. {30 minutes drive), from
ihe international girport 22 km (25 minutes drivel, from the nearest railway station 19 km 120
mintes), from the nesrest pert 100 km, [1 hour drive).

the current climate s conducive 1o the dévelopment of agriculture, and tourist attractions and
canvenient locations create the potential for development of warious economic seclors (tourism,
agroeteurism, ete ), Khoni is also affiiated with the four European citves of Tukums {Latvia 2019), lzium
(Ukrame 2018}, Andrikhoy (Poland 2017) and Bosneak of Santa Ana Commune (italy, Verona 2008},
which gives the mupicipality increated awareness

This plan is in line with the strategic objectives outlined in the Nalional Strategy of Georgia, including:
Agrculture Develapment Strategy of Georgia 015-2020 vears, Georgian Tourism Strategy 2025 year,
Geargian Secial Economic Development Strategy #0020 year and will promote thels implementation.
The planwas developed in full compliance with ihe sta ndards for "Mayors for E::n:l-!'lr.:-mic Growth’,
pne of the main principles of which is of business, civil society, educational Institutions sctive
enpagement in the working process.

Mueasures 1o achicve the objectives are sot oul in the attached two-year Acitkon Plan. Mechanisms for
implementotion, monitonng apd evaluation of the action plan are also provided, Active
communication will tha private sector and their participation will continge throughout the
implementation and manitoring of the pian

Funds needed to finance part of the activities envisaged by the plan in Khoni municipality were
considered municipal budget  of 2020-2021 years, while the: remaining artivities will conginus Lo
crlirnal rasouries:

& Process of Local Economic Development Plan Development
The progess of developing the kocal ecenomic deyelppment plan was carricd out In accordance with
methodolopy of "Ravors Initiative fr economic growth'.
The mayor's arder created a A-persen plan working group and an 11-person partnership, comprised
af representatives brem the local government, NGOs and business sectors, The working growp was led
by a local officer LED. The working group meeting representatives of business, young people and of
the agricutture, listened to their propesals, reflected in the LED plan and submitted to the partnership
{or consdearation
Wwoarking meetings were hebd with stakeholders including varicus wilnerabbe groups (gendar, eoo-
migrants, yeulh, representatives ot smalland medijum-sized enterprises, educational institutions, the
private sector and cvil sotiety).
Shortcomings have also been wentitied in this regard, with some in the business sectar having &
limited pasition of representatives and communicatien with thern ‘was mainky limited to personal
relationships. Thie meetings made it possibie . unite Farmprs, in particular 1he Association of
Boekeepers, which made communication refstively easy, established. close finks and coordinated
approach Lo cortain issues or problems,
fased on thesp mestings, the working group analyzed varioes SEctors of the economy and considered
thie teasibility of thi: activities to be included in the action plass,



Al of this created the basis to develop a local economic development acvion plan bosed on the
interosts and visions of stakeholders, what was most important and useful for the local partnership.

B. Local Economic Analysis
6.1 Analysis of Local Economic Structure: The local econony of the Khon municipality is mainky
represanted | growing and the major parl of the po pulation is employed in agricultore, tounsm,
processing ngdustry, services and trade According to the pational Statistics Office of Georgia, the
number of entarprises operating in Khoni municipality increased by 51% from 2014 to 2019 and
thieir 101l number is 736, The average annual number of employees in Khoni Municipality's
business sector was 1151 in 2016, this rate has moréased up from 1273 in 2017, Only small
enterprises operate in the territory of Khont municipality. Teurism is well developed compared to
ather sectors and the number of employess in this field is increasing year by year. Tourists are
Stiracted to the ratural cultural and historical heritage sites i the municipality. The growth of
exmsting sectors 15 o good indicator oF the economy, though the analysis shows a lack of qualified
ctaff and a lack of skills development onthe ground: The licld of vrade s relatively wall developed
in small enterprises, where 200 emcrprises are represented, of which 4 are wholesale and 198
rerand enverprises. This increase has been particularly noticeable over the last 3 yeurs. The stawe
project “Enterprise Georgia® had had o special impact on this, Tourism s well developed
compared 1o other sectors. Tourists are attrscted by matu ral, evleueal and historical heritage sites
froslee muncipalily.
Itie growt b of the economi seetor in Lhe muncapality is abserved in the following sress: "Lrade’,
‘Hoels: and Restaurants’, *Processing Industry, Frons and  Vegetables® and "Agriculture”,
Industrial developmens is divectly relared toagnestiure, so agniculture is an important SCOTIC
soctor of the municapality.,
The development of wea culture, which was one of the leading fields in agriculture in the early
period, has & high potential. Up 1o 140 hectares have been rebabilitaced and up to 100 hectares
are planmed to be rehebilitated over the next two years. Cureently, there are 4 tea primary
processing plants; 1 of which is operating at tull capaciry, and the rea rehabilitation program is
paquipped with machine equipment lor 3 primary Lea processing plants.
ln order to develop beekeeping, o beekeeping association. has been establishied in the
municipality, in which 70 beekeepers are members, This association promotes the development
ol the field. The pridlem that remains in this Geld is the low rate of product sales.
6.2 Local Copperation and Networking: Meetings with business ropresentatives in the Ehoni
municipatity have shown thol comparnies da not actively copperate witho ¢ach other, and the
connection between them s lifited to persenal rélationzships, There is no instilution or wnion i the
imcipality, within which business representatives will be ablé 1o gxchange information and
CRpErienca, A for as agriculture & concerned, Ui situation is refatively better, There is also the
sxperience of structural cooperation, which & reflected in the existence of agricultural cooperatives.
Wwith the support ol legislative changes, the state initiatwes and international organizations
mplemented over the kst five years, the development of agriculiural cooperatives and the
encouragement of this type of cooperation have been actively promoted, Currently there are 5
cooperatives and one hevkeepers’ association in the municipality, where communication and
cooperation are relatively frequent and easy, As Tor coopesation between business companies and
the muricipal adminstration - there is ne specific communication mechanism in place, though there
v experience in the rolationship. Meetings with business representatives are held once every three
manths at the mayor's initiative. The meetings are mainky concerned with providing information on
possible sources of funding and discussing locak-level problems anid making recommendatins
However, there is less interest and business activity from the meetings. We believe that we will
aradually Improve cur gooperation, establish friendly partnerships, which in itself will underminge the
axisting business capability and contribute to the growth of the local private sector through joint



actions, JAnnax 4)

6.3 Business-friendly, Transparent and Corruption-Free Administration; in the City Hall the case
management operates on the principhe of "one window", the dotuments receed by mail or over
hand be registered in tho electronic system of business of the City Hall, document turnover LimE &S
reduced. Through the electronic case management system, the municipatity 5 affiliated with all
government agencies and other public agencies, The administration of the City Hall publishes the
information electronically, The City Hall website 15 in oppedation dnd the newspaper “Khoni” s
published twice a menth, Where there is the information about the-aclivities and the stale programs
implemented with the involvement of the focal government. There isna special department in thi
City Hall that will focus directly on the busingss sector, For business représeniatives, especially startup
aritrepreneurs; often difficult to find information on existing kws and regulations. The Agricultural
information and Consultation Service of Georgla operates in the municipality and depariment of
agriculture at the department of economics. Whose work suppors pgriculture and livestock,
bepkeepers, where entreprensurs are consulted and provided with infermation on state and non-
state business support programs. To halp starl-up entrépreneurs who want to get involved in the
government grogeams, the Khoni Municipality administration seeks 1o promate the development of
Ehie business sector through vanous sctivitios. Meetings are held regularly in administrative units and
with representatives of copperatives 1o <hare and share information, There is the different types of
infarmation: infermation on the state programs, fond safety, compliance with intarnational standards,
saving time and resources by using modern technalogies and equipment, and more, Municipal council
moetings are open to itizens. They can present notes and initiatives, However, the number of
referrals from business representalives 5 quite small, There are alse mayor, social and genger
cauncils, where are preliminarily discssséd imporant issues, Active wirk s also being done to mprove
cormmunication and awarenes: of gavermment and donor organizations’ Business SUppart Programs,
6.4 Access to Finance: During toau working meetings business secior representalives T BT T A
mentioned the difficulty of accessing financial rosources, which ir itselt is a hindrance (o busingss
pupansion and strengthening. fhe main source of access to fina ncial resources in Khoni municipality
i5 1he loans issued by financial institutions, co-financing programs for state-supporied producion
projects and international donar grant projects (However, the practice of accessing thoe latber is less
commaon for local businesses). in the case of bink loans, the main problem remains the high interst
rate, Alzo, the problen is the Jow cost of the property peeded to secure the loan, which many do not
have access to or are reluctant Lo horrow for fear of loss. The problem remains that banks do not issue
loans 1o startups, business companies need tohave al least & months of turnover, Positive steps have
been taken by the government preferential loans and increase the availability of financing For
entreprencurs to ensure, for gxample: “agriculture and Rural Developrment agency”, which has
preferential agro-credit and co-financing projects: Agency "Enterprise Georgia”, which & supperted as
an extension of existing business, alio; starling & few business, However, here too, they cite some of
the hindrances associated with bureaucratic issues. procedures for using public programs are often
pime-consuming and the. private secior chooses 1o pursue ity own limited resources. We think it is
necessary Lo create o structured unil in the municipality, which will give detailed infarmation on the
business sector an finding and acressing financial resources and will hetp in resokving bureaucratic
S LES

6.5 Land and tnfrastructure: Along with business development and growth, demand far land and real
cerate s on the rise, Currently the municipality nas 30 thousand hectares of forest resourges and
18041, 5 hectares of agriculural land. Gamand s mainly abserved in the micro-trading, comparties for
thie right jobin isabated areas, which are nota rousticipialiby. Offici spaces are mainhy housed in private
buitdings, but prices tar rent and bease are high, and in many cases small businesses do not have
enough funds to rent existing spaces Procedures for the privatization and transfer of opwnership of
municipal property, land and infrastructure are eupired owir time, which poses some obstacles
private business. There are many froe state-owned land and buildings in the municipality, Lipon a
substantiated regquest, cerlaln propeny i transfesred 1o the municipality. The Economic Deparimeant



ol the City Hall identifies the land an the territory of the municipality, the registration of the own ership
of the unregistersd land, the invenory of the buildings on the property. However, tha mnicipality
does not have investment packages and a |5t of land and real estate for investors. It is noteworthy
that the municipality is small in slze and existing agricultural land is fow yield ing far some Crops. AErD
sector development, rational use of land and proper trop selection s impeartant W conduct @ soll
lahoratory studies. Irrepularities in the irrgalion system and lack of processing facilities also create 2
barrier. Infrastruciure is being gradually refurbished a1 the tourist locations in the municipality. That's
from: the tourism potential of the lotations adjacent 1o the current real estate prices and the demand
is increasing. There is no business incubator, business industrial park and science and tech nology park
in the municipality, which will help stakeholders start and grow innavative businesses. However, the
municipality actively cooperates with gowernment agencies and non-govern mental arganizaticns,
who are willing to invost in municipal property (Annex 4},

6.6 Regulatory and Institutional Framework: Business representatives siy that some bureaucratic
barrers While there are stitl a number of administrative rules and regulations. All this is due to the
fact that thers & noeffective communication meshanism with -the business sector, There is nd
coordination between agencles in this area, and differont agencies require the same information 10
be provided, There are some obstaches in preparing and issuing the required documentation bor
repatration of land and property. Business, representalives say there B a need for @ busingss
ombudsman operating locally or regionally, which prategtion of the interests and rights of
entrepreneurs. No programs and strategies developed for agricuttural and tourism development in
the maanicipality. Marketing strategy and -startup support: programs. should. be developed and
approved, The chancellery of the City Hall of Khoni has implemented the "One Window Principle”
services, which makes easier for citizens and businesses to access mignicipal services.

5.7 Skills and Human Capital, Inclusiveness: One of the problems of the municipality is the Lack of
ckifls and hurman capital Business secter representatives find it difficult to find qualified staff. There
is no professional education, though there B 2 need lor this. There are gualified stafl, though not up
(o prodern standards. \With the growing trend of tourism in the municipality, the demand for the
corvice workforee has increased. Entrepronears find it difficult Yo hire good managers, Guides who
know foreign languages, restaurant / hotel s1aff, accountants, mechanics and welders, In addition,
representatives of agricallure say that there i a shonage of qualified specialists and refevant stalf in
the field of agricultural products care, madern approaches and technologies, food safety, weterinary
rd moders standards, There is in fact a demand for skilled workers in almaost all seetors, but due 10
thie low remuneration in the focal market, skilied labor from the municipality is draining into the
rogion's center and large urban cities Sentenced to solve the above problem in the muricipality
planmed construction of Adult Tramng Center and Vocational College, whare the main focus will be
on thie shor-term adull raining courses and programs.

6.8 External Positioning and Marketing: Khoni Municipality considered an attractive place inflerms
ol tourism and toursm development perspeciive, which clearly indicates the increase of tourists every
wear pannex 5). Thereare a variely of tourist locations on the site, where visiters tan actess historic
Lles, adventure and agri-tourism neatky locations, The Ehoni mu nicipality provides access to all the
pgsential services needed for modemn (wing, There are parks, squares, playgrounds in towns and
'.'i!l:_lt-{j*h- The increasing trend of lourst flow every year has ca used @ high interest in business. The
mu ricipal administration organizes a variety of cultural and sporting events each year

There areseveral mid-sized and relatively small family-run hotels in Khoni municipafity. The food
Industry is atso very diverse and attragtive. Almost all financial institutions in the country aro
represented in the municipality, there are Twe medical facilities and more than 20 medical
ambulataries Acomemunily center and vocstional college ari besing built, Despite the aforementicnad
advantages, the scarcity of jobs has p negative impact on the altractiveness of the municipaling,
however, tho ingnicipality adminstration and 1oursm depadtment are warking B0 13156 awWareness,
publishing tourist booklets. In arder 1o raise awareness, work isunderway (o reach aut to cities in the
dilferént European countries-and engage youth and Tolk groups in the sxchange programs, However,



the municipal administration does not have a marketing strategy interms of the promotion of tourism
and investment increase.
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[he SWOT analysis of the Khank municipality's ecenomy was developed by te working group as a
result of active consultations. This anabysis provides an opportunity to develop an effective action
plan. Based on the analysis, the measures taken under the plan were developed and identified
weaknesses that adversely affect economic growth. For example: disarderly infrastructure, poor
quatity of service, inadequate human réspurces, marketing, external positioning. gaps in the
retationship between Uhe municipal administration and the private sector, etc. The action plan must
address the existing challenges accordingly and the actions planned should be effective in resohding
{he problems. Finally, the analysis of the specific areasof the local econony and the SWOT analysis
made it possible to develop a vision and objectives for the municipality of Khoni.



&. Vislon and Ohjectives
khoni Municipality will be a mu micipality with strong agricufture, attractive tourism, investment and
bsiness supportive enviranrment,
 Objottives:
1. Promoting 1ourisny potential growth;
2. Preparing competitive and demanding stalf for the labor miarket;
3, Promote bocal busineases
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