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. POVERTY AND SOCIAL ANALYSIS AND STRATEGY
Poverty targeting: general intervention

A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership Strategy

The Asian Development Bank (ADB), through its Strategy 2030, has promoted inclusive growth and underscored its
support to the finance sector to achieve greater financial inclusion, gender equality, job creation, and access to
affordable housing, insurance, and savings.® The proposed loan will contribute to finance sector development in
Georgia, as it seeks to reinforce the growth of one of the country’s leading financial institutions, Joint Stock Company
(JSC) Bank of Georgia (BOG). This transaction will focus on the maintenance and growth of BOG’s lending to micro,
small, and medium-sized enterprises (MSMESs),? particularly to MSMEs owned by women (WMSMES).¢ ADB’s country
partnership strategy, 2019-2023 and country operations business plan, 2020-2022 for Georgia indicate that ADB'’s
nonsovereign operations will continuously support the creation of an enabling environment to catalyze access to
financial services to MSMEs, including women entrepreneurs.9

B. Results from the Poverty and Social Analysis during PPTA or Due Diligence

1. Key poverty and social issues. MSMEs contribute significantly to Georgia’s economy and employment, as they
represent a substantial segment of businesses in the country. In 2017, MSMEs comprised 99.7% of all private firms in
Georgia and accounted for 62.0% of total employment.¢ However, MSMEs are heavily involved in low value-added
sectors, e.g., trade (including repair of vehicles), manufacturing, and construction, which make them highly vulnerable
to the economic downturn resulting from the coronavirus disease (COVID-19) pandemic. As MSMEs’ working capital
is depleted and livelihoods are threatened because of low economic activity, MSMEs will need to avail of additional
loans or moratoriums in debt payments to keep themselves afloat and retain their workers. Unfortunately, MSMEs,
especially WMSMEs, are less likely than larger firms to obtain bank loans. The estimated total finance gap in Georgia
for 2017 was $2.1 billion for small and medium-sized enterprises, with enterprises owned by women representing
43.0% of the gap. For microenterprises, the finance gap was estimated at $383 million, with enterprises owned by
women representing 27.0% of the gap.f

2. Beneficiaries. The proposed transaction will directly benefit BOG’s MSME borrowers and their workers, whose
livelihoods have been threatened by the economic slowdown caused by COVID-19. It will also indirectly benefit the
suppliers of these MSMEs because of the continuation of economic activities.

3. Impact channels. As this proposed loan will support BOG'’s lending to MSMEs, including WMSMEs, these
enterprises will have access to critical finance that will enable them to grow and to sustain livelihoods during the
COVID-19 crisis. This supports the Government of Georgia’s program to allay the economic damage resulting from the
pandemic and its Anti-Crisis Economic Plan in particular, under which priority was given to women entrepreneurs and
other vulnerable groups. The project will also pave the way for the provision of nonfinancial products and services to
help WMSMEs cope with the effects of the COVID-19 crisis.

4. Other social and poverty issues. Not applicable.

5. Design features. The proposed loan aims to provide much-needed financial assistance to MSMEs to support their
economic recovery by reinjecting liquidity into the economy. The project also aims to support WMSMEs in coping with
the impacts of the COVID-19 economic crisis. These objectives will be put into effect by ensuring that BOG'’s liquidity
buffer is maintained and that BOG’s COVID-19 financial response and business support response are gender equitable.

1. PARTICIPATION AND EMPOWERING THE POOR

1. Participatory approaches and project activities. BOG will engage directly with its MSME borrowers and work with
them to provide the support needed during the COVID-19 crisis. Women who own MSMEs will benefit particularly from
this project, as BOG will ensure that its COVID-19 financial and business support response is gender equitable. To
implement this objective, both the design and monitoring framework and the gender action plan annexed to the loan
agreement outline specific gender measures that will be carried out.
2. Civil society organizations. Given the nature of the project, there is limited scope to partner directly with civil society
organizations.
3. The following forms of civil society organization participation are envisaged during project implementation,
rated as high (H), medium (M), low (L), or not applicable (NA):

[NA] Information gathering and sharing [NA] Consultation [NA] Collaboration [NA] Partnership
4. Participation plan. [X] No. A plan is not required as the project has no significant social safeguard issues.



http://www.adb.org/Documents/RRPs/?id=54239-001-4

Ill. GENDER AND DEVELOPMENT?Y
Gender mainstreaming category: gender equity theme

A. Key issues. Georgia is one of the few countries in Eastern Europe and Central Asia in which women are more likely
than men to have a bank account, yet overall account penetration is lower than elsewhere in Eastern Europe and
Central Asia." Both men and women are engaged in entrepreneurship in Georgia, but women are more likely to own
microenterprises and less likely to own large businesses. Women still face numerous barriers in starting and
succeeding as entrepreneurs, such as social norms on the generally accepted roles of women and men, domestic
responsibilities, and limitations in access to finance and assets. As BOG’'s WMSME clients are mostly in the informal
and service segments (72.1% of BOG’s WMSME loan portfolio is comprised of microenterprises, followed by 20.4% in
the service segment), they are by default more vulnerable to the impacts of the COVID-19 economic crisis, less resilient
in securing income, and will take longer to recover. BOG has strong women’s participation in its overall workforce,
representing 68.0% out of its 5,851 employees. In line with the industry average, representation in management
positions becomes lower at higher levels, with 52.0% of women in middle management and 29.0% in senior
management.

B. Key actions.
X] Gender action plan [] Other actions or measures [] No action or measure

ADB has assisted BOG to develop a gender action plan to promote better access to finance for WMSMEs. Key gender
indicators include lending at least 50% of ADB’s loan to WMSMEs, developing online training modules catered to
WMSMEs (both existing and potential clients) on economic strategies to deal with the economic crisis, and aiming to
increase the onboarding of WMSMEs to an e-commerce platform by 2025. Corporate gender indicators include
increasing the number of female staff who benefit from training on business management skills and the internal
Leadership Talent Pool for BOG women leaders. BOG will submit periodic reports on the implementation of gender
indicators to ADB.

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES

A. Involuntary Resettlement Safeguard Category: (JA [JB [J]C [X FltreatedasC
1. Key impacts. No involuntary resettlement impacts are envisaged. BOG’s environmental and social management
system prohibits onlending of international financial institution funds to borrowers causing involuntary resettlement
impacts. ADB’s review of BOG'’s current and future MSME portfolio found no evidence of borrowers requiring or being
affected by government compulsory acquisition by expropriation. BOG will exclude any investment classified
category A or B for involuntary resettlement from the use of ADB loan proceeds.

2. Strategy to address the impacts. No strategy is required.

3. Plan or other Actions. [X] No action

B. Indigenous Peoples Safeguard Category: [JA [JB []C [X FltreatedasC
1. Key impacts. No indigenous peoples impacts are anticipated. BOG’s environmental and social management system
prohibits onlending of international financial institution funds to borrowers causing the relocation of indigenous peoples
from traditional or customary lands, and production or activities that impinge on the lands owned, or claimed under
adjudication, by indigenous peoples, without the full documented consent of such peoples. ADB’s review of BOG'’s
current and future MSME portfolio found no evidence of borrowers causing adverse or beneficial impacts on distinct
and vulnerable ethnic minority or indigenous peoples groups. BOG will exclude any investment classified category A
or B for indigenous peoples from the use of ADB loan proceeds.

Is broad community support triggered? [] Yes X No

2. Strategy to address the impacts. No strategy is required.
3. Plan or other actions. X No action

V. ADDRESSING OTHER SOCIAL RISKS

A. Risks in the Labor Market

1. Relevance of the project for the country’s or region’s or sector’s labor market, indicated as high (H),
medium (M), and low or not significant (L).
[] unemployment [] underemployment [] retrenchment [L] core labor standards

2. Labor market impact. The project is not expected to cause any major risks in the labor market. Providing financial
support to MSMEs may help increase employment or at least retain the livelihoods of existing workers. BOG and its
borrowers will be required to comply with national labor laws and take measures to comply with internationally
recognized core labor standards.

B. Affordability
Not applicable

C. Communicable Diseases and Other Social Risks

1. The impact of the following risks are rated as high (H), medium (M), low (L), or not applicable (NA):
[NA] Communicable diseases [NA] Human trafficking

2. Risks to peoplein project area. None.




VI. MONITORING AND EVALUATION

1. Targets and indicators. The project targets increasing BOG'’s total MSME loan portfolio and number of borrowers,
particularly WMSMESs. Progress on these targets will be presented in periodic development effectiveness reports to be
submitted by BOG.

2. Required human resources. BOG has an environmental and social team comprising an environmental expert and
social expert who participate in credit review, due diligence, and monitoring. BOG is planning to add a health and safety
expert to the team in 2021.

3. Information in the project administration manual. Not applicable

4. Monitoring tools. BOG will submit to ADB annual environmental and social performance reports.
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