
Modern Skills for Better Jobs Sector Development Program (GEO RRP 52339-001) 
 

FINANCIAL ANALYSIS 
 
1. The financial sustainability of the Modern Skills for Better Jobs Sector Development 
Program has been assessed on a fiscal and program-level basis in accordance with Asian 
Development Bank (ADB) guidance.1 The assessment includes an analysis of historical and 
projected expenditures to evaluate the impact of the program on (i) the budget of the 
Government of Georgia (GoG), and (ii) the GoG’s ability to absorb incremental recurrent costs 
arising from the program. As the program is not revenue-earning, financial costs and benefits 
are not analyzed. 
 
2. The program will support the GoG’s efforts to transform the vocational education and 
training (VET) sector, thereby promoting economic growth and job creation in high-value 
sectors and reducing poverty. The outcome will be a responsive VET network promoting 
excellence in skills development strengthened. Proposed program reform areas are: (i) quality 
and relevance of VET in priority economic sectors improved; (ii) access to, and inclusiveness 
of, VET system increased; and (iii) institutional framework strengthened through increased 
private participation in VET. 
 
3. The Ministry of Finance (MOF) will be the executing agency (EA) for the policy-based 
loan, while the Ministry of Education, Science, Culture and Sport (MOESCS) will be the EA for 
the project loan. A project implementation unit (PIU) will be set up within MOESCS to 
implement the program. Total costs for subprogram 1 will be $86 million of which ADB will 
finance $70 million ($50 million for the policy-based loan and $20 million for the project loan), 
while the GoG will finance $16 million. The implementation period for the project loan is 2021–
2026. 
 
A. Macroeconomy and Fiscal Position of the Government of Georgia 
 
4. Georgia had a strong macroeconomic performance during 2017−2019 with relatively 
high annual growth rates, although with inflationary pressures in some years (Table 1). 
However, due to the disruptions brought about by the coronavirus outbreak, growth in 2020 is 
projected to be negative. State budget revenues have exceeded expenses every year, except 
for a minor deficit in 2015. Changes in liabilities are financed through foreign loans and 
treasury bonds, but public debt is deemed sustainable.2 
 

Table 1: Selected Indicators, 2016–2020 
 
Item 

2016 
Actual 

2017 
Actual 

2018 
Actual 

2019 
Est./Plan 

2020 
Est./Budget 

GDP growth (%) 2.8 4.8 4.8 5.1 -5.0 

Inflation rate (%) 2.1 6.0 2.6 4.9 5.0 

State Budget revenues (GEL million) 8,580.1 9,750.3 10,595.6 10,610.4 11,301.9 

State Budget expenditures (GEL million) 8,409.5 8,628.2 8,933.5 9,003.2 9,945.5 

Operating balance (GEL million) 170.6 1,122.1 1,662.1 1,607.2 1,356.4 

Change in nonfinancial assets (GEL 
million) 

747.9 1,642.3 2,422.9 3,000.4 3,067.4 

Total balance (GEL million) -577.3 -520.2 -760.8 -1,393.2 -1,711.0 

Change in financial assets (GEL million) 489.3 640.4 365.5 -144.1 333.6 

Change in liabilities (GEL million) 1,066.6 1,160.6 1,126.3 1,249.1 2,044.6 

Balance (GEL million) 0 0 0 0 0 

 
1 ADB. 2005. Financial Management and Analysis of Projects. Manila; and ADB. 2009. Financial Due Diligence: A 

Methodology Note. Manila. 
2 International Monetary Fund (IMF). 2019. Fifth Review under the Extended Arrangement, Request for Waivers 

of Nonobservance of Performance Criteria, Modification of Performance Criteria, and Extension of the 
Arrangement and Rephasing of Access, Press Release; Staff Report; and Statement by the Executive Director 
for Georgia. IMF Country Report. No. 19/372. Washington, DC. p. 14. 

http://www.adb.org/Documents/RRPs/?id=52339-001-3
https://www.adb.org/sites/default/files/institutional-document/31339/financial-governance-management.pdf
https://www.adb.org/sites/default/files/institutional-document/33540/files/financial-due-diligence.pdf
https://www.adb.org/sites/default/files/institutional-document/33540/files/financial-due-diligence.pdf
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Item 

2016 
Actual 

2017 
Actual 

2018 
Actual 

2019 
Est./Plan 

2020 
Est./Budget 

VET sector spending (GEL million) 33.9 36.6 42.8 50.9 70.8 

Share of State Budget expenditures 
(%) 

0.39 0.39 0.45 0.51 0.65 

Est. = estimate, GDP = gross domestic product, GEL = Georgian lari, VET = vocational education and training. 
Source: ADB. 2020. Asian Development Outlook (ADO) 2020 Supplement. Manila; GoG. Basic Data and Directions Documents 
for 2018-2021/2019-2022/2020-2023. Tbilisi, Chapter II, Table ‘Budget Highlights’; and MOESCS’s Economic Department. 

 
5. VET sector spending as a share of the state budget has increased significantly from 
0.39% in 2016 to 0.51% in 2019, and with a further increase to 0.65% planned for 2020. In 
absolute terms the VET sector budget will double from 2016 to 2020, which is mainly due to 
higher voucher payments (accounting for 40% of total VET spending planned for 2020), 
increased software spending (23%), and new infrastructure developments (28%). 
 
B. Loan Repayment Costs 
 
6. The GoG has an organizational/program code for ‘external debt service and 
repayments’ in its budget classification system.3 The interest and principal repayment of the 
new ADB project loan would be paid via this budget line. The GoG’s external debt service and 
repayments as a share of the state budget expenditures have been calculated for the existing 
external debt and for the new ADB project loan (Table 2). The GoG’s existing interest and loan 
repayment commitments have been increasing over time and are forecast to decrease after 
reaching their maximum in 2021. 
 

Table 2: Government of Georgia Expenditures on Loan Repayments, 2016–2023 

 

Item  

2016 2017 2018 2019 2020 2021 2022 2023 

Actual Actual Actual Plan Budget Forecast Forecast Forecast 

State budget expenditures 
(GEL million) 

8,410 8,628 8,934 9,003 9,946 10,800 11,734 12,808 

External debt service and 
repayments (GEL million) 

503 665 984 1,273 1,350 2,362 1,193 1,276 

Relative share of state 
budget expenditures (%) 

6.0 7.7 11.0 14.1 13.6 21.9 10.2 10.0 

Estimated interest and 
principal repayment of new 
ADB project loan (GEL 
million) 

     0.096 0.123 0.208 

Relative share of state 
budget expenditures (%) 

     0.001 0.001 0.002 

ADB = Asian Development Bank, GEL = Georgian lari. 
Source: GoG. 2018/2019/2020 State Budget. Tbilisi, Chapter VI (State Budget Appropriations) (data for 2016−2020); GoG. Basic 
Data and Directions Documents for 2018−2021/2019−2022/2020−2023. Tbilisi, Chapter II, Table ‘Budget Highlights’ (data for 
2021−2023); MOF Budget Department (forecast interest payments for 2021−2023). 

 
7. The GoG will start making interest payments on the new ADB project loan in 2021, 
while principal repayments will start in 2026. The interest payments that follow from the new 
ADB project loan are relatively small and would for 2021–2022 amount to 0.001% of the GoG’s 
forecasted state budget expenditures, and 0.002% of the GoG’s forecasted state budget 
expenditures for 2023. The total project-related payments and loan repayments will be highest 
in 2027 ($1.14 million)—equivalent to 0.027% of the GoG’s forecasted state budget 
expenditures for 2023 (the latest year for which forecasts are available). And this does not 
consider that the state budget is expected to increase annually for 2024−2026 (i.e., the actual 
share for 2027 will undoubtedly be lower). 
  

 
3 Code no. 62 01 for 2016, no. 60 01 for 2017, no. 56 01 for 2018, no. 54 01 for 2019, and no. 56 01 for 2020. 

Debt repayment and interest are shown under each code as separate budget lines. 

https://www.adb.org/sites/default/files/publication/612261/ado-supplement-june-2020.pdf
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C. Financial Analysis 
 
8. Both current expenses (salaries as well as goods and services) and capital expenses 
(infrastructure development) for the VET sector are fully financed from the GoG state budget. 
The budget for the VET sector is determined by the MOESCS within its overall budget ceiling 
(as provided by the MOF) and for 2016−2019 reflects between seven and ten different budget 
lines/items of which the main ones are vouchers (covering primarily teacher salaries and study 
materials), software, and infrastructure development. The amount for vouchers is determined 
on a per student basis, while the amount allocated for software is needs-based and the amount 
for infrastructure development is decided in consultation with the MOF. The VET sector 
appropriated budget, actual spending and resulting budget utilization rate for 2016−2020 are 
shown below (Table 3). 
 

Table 3: Analysis of VET Current and Capital Budgets and Spending, 2016–2020 
 
Item  

2016 2017 2018 2019 2020 Average 

Appropriated budget (GEL million) 35.9 46.0 43.5 64.9 64.3 50.9 

Actual spending (GEL million) 33.7 36.6 43.5 50.9 - 41.2 

Budget utilization rate (%) 94% 80% 100% 78% - 88% 

GEL = Georgian lari, VET = vocational education and training. 
Source: MOESCS. 

 
9. The appropriated annual budget for the VET sector increased by 80% from 2016 to 
2019, and remains constant for 2020.4 The budget utilization of the VET institutions and the 
MOESCS (and hence their absorption capacity) as regards VET spending for the period 
2016−2019 has an average of 88% and has been relatively stable. 
 
D. Recurrent Cost Implications of the Program 
 
10. The recurrent cost drivers of the project have been identified as follows: 
 

(i) Reform area 1: Quality and relevance of vocational education and training 
in priority economic sectors improved. Costs of operating newly developed 
skill hubs (in terms of equipment, furniture, consumables, building 
maintenance, etc.) and number of trainees in the skill hubs (training costs per 
student). 

(ii) Reform area 2: Access to, and inclusiveness of, VET system increased. 
Costs of operating VET secondary schools (in terms of equipment, furniture, 
consumables, building maintenance, etc.) and number of trainees in VET 
secondary schools (training cost per student). 

(iii) Reform area 3: Institutional framework strengthened through increased 
private participation in VET. None. 

 
11. The estimated recurrent costs associated with the project’s reform areas are shown 
below (Table 4). Price escalation is factored in with a 3.0% domestic inflation rate per year. 
 

Table 4: Estimated Project Recurrent Costs, 2021–2028 

 

Item 
2021 2022 2023 2024 2025 2026 2027 2028- 

Reform area 1: Quality and 
relevance of vocational education 
and training in priority economic 
sectors improved (GEL million) 

0.963 0.992 1.022 1.053 2.245 2.312 2.381 2.381 

 
4 The original appropriated budget for 2020 was GEL 70.8 million, which would have been an increase of 9% 

compared to 2019. However, the budget was reduced because of the coronavirus outbreak. 
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Item 
2021 2022 2023 2024 2025 2026 2027 2028- 

Reform area 2: Access to, and 
inclusiveness of, VET system 
increased (GEL million) 

0.000 0.000 1.308 1.348 2.771 2.854 3.675 3.675 

Reform area 3: Institutional 
framework strengthened through 
increased private participation in 
VET (GEL million) 

0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

Project implementation 1.177 1.952 1.988 1.986 1.816 1.595 0.753 0.000 

Total  2.140 2.945 4.318 4.387 6.831 6.761 6.810 6.057 

GEL = Georgian lari, VET = vocational education and training. 

Source: ADB estimates. 

 
12. The estimated project recurrent costs for 2021, as a share of the GoG’s forecasted 
state budget expenditures for 2021 (Table 2), are 0.020%.5 For 2027, when the total project-
related payments and repayments will be highest and using the GoG’s forecast state budget 
expenditures for 2023 (Table 2), the share would be 0.053%. 
 
E. Conclusion 
 
13. The project’s recurrent cost impact on the state budget expenditures of the GoG is 
thus expected to be very small, and would thus merely require that the GoG allocates 
adequate resources to cover the recurrent costs, and hence fully manageable in a fiscal 
perspective. 

 
5 While the project recurrent costs would be a relatively high share of the MOESCS’s present VET-related 

spending, it is not expected that the project recurrent costs should be covered from this subsector budget, but 
rather that the GoG will allocate to the MOESCS the necessary additional resources from the state budget. 


