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1. INTRODUCTION

1.1 Background

The definition of small and medium-sized enterprises (SMEs) is included in the Law on the Georgian
National Investment Agency. Small enterprises are defined as having no more than 20 employees (over the
course of a year) and an annual turnover of less than GEL 500 000. Medium-sized enterprises are those
with no more than 100 employees and an annual turnover of less than GEL 1 500 000.

In addition, the status of micro and small businesses was introduced by the Georgian Tax Code which
entered into force in January 2011. The Tax Code defines micro businesses as those with an annual
turnover below GEL 30 000, and small businesses as those with a turnover below GEL 100 000. These
definitions are used for tax purposes only. The Georgian SME definition is, therefore, different from the
one used in the European Union® and several EU Eastern Partnership countries (e.g. Ukraine, Moldova and
Armenia).

According to the National Statistical Office of Georgia (GeoStat), as of 2013, the country had almost
56 000 SMEs, which constitutes 94% of all operating legal entities. Small enterprises accounted for 85% of
the total, medium-sized businesses — for 9%. Although the turnover of Georgian SMEs increased by 230%
between 2006 and 2013, their contribution to GDP is still very low (about 15% in 2013), indicating that
SMEs do not yet play a dominant role in the country’s economy. Although SMEs’ individual
environmental footprint may be low, their aggregate impact in many respects exceeds that of large
businesses. The key sectors where SMEs have a particularly significant environment impact include food
processing, minerals extraction and tourism (hotels and restaurants).

While constituting a majority of businesses, SMEs lack, to a large extent, the awareness of their
environmental impacts as well as the understanding that higher environmental performance can be a
competitive advantage. Most importantly, they have limited capacity to interpret and respond to relevant
policy incentives. Many EU and other OECD countries have addressed this challenge by implementing
information-based tools and regulatory and financial incentives to encourage SMEs to improve their
environmental performance, to comply with and go beyond regulatory requirements.

The Government of Georgia has been undertaking certain activities to support the SME sector in
accordance with the 2014 Government Programme “For a strong, democratic and united Georgia”, the
Regional Development Strategy of Georgia for 2010-2017, and the Agriculture Development Strategy of
Georgia for 2015-2020, with a particular emphasis on reducing the administrative burden on small
businesses and increasing their competitiveness. The Ministry of Economy and Sustainable Development
is in the process of elaborating an SME Development Strategy for Georgia for 2016-2020. The Strategy

! The EU defines SMEs with respect to the number of employees and turnover thresholds: micro-enterprises with 1-9
employees and turnover of no more than EUR 2 million, small with 10-49 employees and turnover of no
more than EUR 10 million, and medium-sized businesses with 50-249 employees and turnover of no more
than EUR 50 million.



mentions “promotion of green practices among SMEs” among its priority actions but does not specify
instruments for doing so.

1.2 Project objectives and methodology

The pilot project “Promoting better environmental performance of SMEs in Georgia”, which is
supported by the German government as part of its International Climate Initiative, had the following
objectives:

e To strengthen government policies in Georgia to promote better environmental performance
(voluntary environmental compliance and adoption of green business practices) of SMEs; and

e To promote government-to-business and business-to-business dialogue on the benefits of green
practices and increase the role of business/trade associations in SME greening.

The project was launched in March 2015 following a preliminary review conducted in 2013 of
Georgia’s current environmental legal framework affecting SMEs and existing instruments to support the
implementation of environmentally friendly production practices.

The pilot project’s first substantive element was to carry out an SME survey in order to identify the
main opportunities for, and obstacles to, improving the environmental performance of SMEs in Georgia,
including the deployment of resource and energy-efficient technologies and business practices. A survey of
400 SMEs? across Georgia was conducted by GeoStat in May-July 2015 and covered the following activity
sectors (in the shares corresponding to the number of SMEs in each of these sectors in the country):

e Agriculture, fisheries and forestry;
e  Mining and quarrying;

e Food and non-food manufacturing;
e Construction; and

e Hotels and restaurants.

The survey used the random stratified sampling method with respect to the size of enterprises and the
type of their activity, so the size and sector-related distribution of the sample deviated slightly from the
actual structure of the SME community in Georgia. The survey results, with breakdown by activity sector
and size of enterprise, are summarised in Annex 1.

The stakeholder dialogue on policy measures to promote SME greening continued at the second
project workshop in September 2015 and involved key government authorities (including the Ministry of
Economy and Sustainable Development, Ministry of Environment and Natural Resources Protection,
Ministries of Agriculture and Energy, the National Statistics Office), business associations, NGOs and
international organisations. A methodological guidance on the design and implementation of green
certification schemes in the hospitality sector in Georgia (Annex 2) was developed as an in-depth activity
within the project.

% The survey used the EU definition of SMEs with respect to the number of employees in order to have results
comparable to those of the identical surveys conducted in Armenia, Moldova and Ukraine. However, the
survey results were also tabulated using the Georgian SME definition.



Draft policy recommendations and the guidance document were presented and discussed at the third
stakeholder workshop in February 2016. The recommendations are addressed to Georgian government
authorities but also reserve an extensive role for business associations.



2. ENVIRONMENTAL REGULATION AND COMPLIANCE OF SMES

2.1 Challenges of regulating SMEs

Environmental regulatory regimes in OECD countries are commonly designed around environmental
risk and not to address any particular company size. No environmental regulation specifically targets
SMEs, instead distinguishing low-risk activities and installations. Low-risk installations may be defined by
exclusion as not being listed among major polluters in Annex | of the EU Industrial Emissions Directive
(IED)®. Generally, this definition works out well, though in some specific sectors like production of
asbestos, no threshold values are applied and, therefore, any facility formally becomes a major one. While
not every SME is a low-risk installation, most low-risk installations are indeed SMEs.

SMEs represent a distinct regulated community in terms of specific challenges they pose to an
environmental regulator. These challenges can be categorised as follows:

e The diversity and complexity of SMEs’ activities both within and across different activity
sectors, affecting the type and degree of environmental problems in a particular sector or group of
businesses as well as the way in which this sector should be regulated:;

e  The substantial number of operators and the related lack of information available to the regulator
about their levels of compliance or the factors that affect their compliance;

e The potentially limited capacity (lack of resources, time and expertise) of small businesses to
absorb regulatory requirements and to comply with them; and

e The low awareness of small business owners of the need to address their environmental impacts
and hence to comply with respective regulations.

These challenges are fully present in Georgia, where most SMEs either are not subject to
environmental regulation or do not know that they are. According to the survey, over two-thirds (76.3%) of
SMEs declare not to be subject to any environmental requirements, and 13.5% say that they must comply
only with general (sometimes referred to as “duty of care”) obligations. Thus, only 10% of SMEs report
having an environment-related permit or licence*, although this figure is higher in extractive industry and
agriculture. The share of SMEs with environment-related permits is unsurprisingly the highest among
medium-sized businesses (26%) and the lowest among micro-enterprises (9%). SMEs that do not have an
environmental permit are not subject to environmental reporting requirements, and Georgia’s
environmental authorities are usually unaware of their existence.

® Directive 2010/75/EU of the European Parliament and of the Council of 24 November 2010 on industrial emissions
(integrated pollution prevention and control)
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32010L0075&from=EN

* The survey question covered media-specific environmental permits, water abstraction permits, mineral resource
exploitation licences, licences for waste management activities and for removal of biological/forest
resources.


http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32010L0075&from=EN

2.2 Regulatory regimes and compliance

The 2007 Law “On environmental impact permits” stipulates a list of activities and projects subject to
environmental impact assessment (EIA) and determines the process of issuance of environmental impact
permits by the environment ministry. Several technical environmental regulations were adopted in 2008 by
Resolution No.745 of the Minister of Environment Protection and Natural Resources, setting impact limits
for water abstraction from, and wastewater discharges into, surface water bodies and for emissions of air
pollutants. There is no differentiation in regulatory requirements between major polluters and low-risk
installations.

Enterprise inspections had been suspended until January 2014 in order to reduce the administrative
burden on businesses. They are currently conducted on the basis of a random sample of facilities with
environmental permits.

When asked during the how they learn about environmental requirements, 59% of those SMEs that
have environment-related permits indicated direct contact with environmental inspectors during their site
visits (Figure 1). This means that the businesses realised that they had to comply with certain requirements
when they were already inspected for compliance. Less than a quarter of respondents rely on information
available on the Internet, while 18% obtain it during the permitting or EIA process.

Figure 1. How SMEs learn about environmental requirements, percentage of respondents

During inspectors' visits 58.9
Internet

During permitting or EIA

E-mails from business associations or partners

Workshops and seminars by business associations

Other

60 70

Source: Georgia SME survey, 2015

There is insufficient proactive dissemination of regulatory information to SMEs on the part of the
Georgian government. The Environmental Information and Education Centre of the Ministry of
Environment and Natural Resources Protection (MENRP), with several regional offices and a 24-hour
hotline service is the principal official source of information on environmental regulations, but few SMEs
use it. The Ministry organises press-conferences and publishes press-releases on specific environmental
issues, but seldom to promote environmental compliance and good practices. It does not have any formal
responsibilities to implement compliance promotion activities.

The experience of OECD countries shows that government’s engagement in compliance promotion
can reduce compliance costs to businesses by allowing them to achieve and maintain compliance as
efficiently as possible, and may allow a reduction of compliance assurance costs to regulators by
increasing the efficiency and effectiveness of compliance monitoring and enforcement. Compliance
promotion is particularly effective when it is targeted at the SME community, where non-compliance is



caused primarily by a lack of knowledge or capacity and where cultural resistance to enforcement is the
greatest.

Over 97% of environmentally regulated SME survey respondents state that they comply with the
requirements. This is likely to be an overstatement: while only 2.9% of surveyed SMEs admitted to having
difficulties with national environmental legislation, about 30% of respondents had been found in violation
of environmental requirements in the preceding three years. The MENRP does not have statistical
information about the level of compliance among low-risk facilities or industry-specific strategies for
assessing and improving environmental compliance of SMEs.



3. CURRENT IMPLEMENTATION OF GREEN PRACTICES

SMEs, particularly micro-businesses, are often unclear about what it means to operate in an
environmentally friendly way, how they can do it and at what cost. Going beyond regulatory compliance
represents an even bigger challenge, where the lack of awareness of cost-effective opportunities is the key

bottleneck.

Very few Georgian SMEs contemplate going beyond environmental compliance: only 1.2% of the
total number of surveyed SMEs stated that going beyond compliance was their priority. The reasons for the
reluctance to adopt green practices going beyond compliance are presented in Figure 2. The top reasons
given by the respondents are the perceived cost of such measures combined with the lack of financing
(14.3% and 31.7%, respectively) and their low priority for the company (39.9%). This, together with
another 16.2% lacking information about possible greening options, reflects low awareness of SMEs of the
potential economic benefits of green practices. Interestingly, no SMEs claim to have insufficient technical

expertise to implement green practices.

Figure 2.

SMEs' reasons not to go beyond compliance, percentage of respondents

It is not a priority for the company

No financial sources to fund such actions

Lack of information about possible options

Costs of further measures exceed the benefits

Legal requirements are sufficiently stringent

Lack of technical expertise

Don’t know

10 15 20 25 30 35

40

45

Source: Georgia SME survey, 2015

Those Georgian SMEs that engage in green practices do so in three different ways: by taking resource
efficiency measures, by producing green goods and services, and/or by adopting an environmental
management system (EMS). The SME survey provides insights into the types of actions they undertake

and the reasons behind them.
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3.1 Implementation of environmental management systems

Almost none of the surveyed SMEs has a certified ISO 14001 EMS, while 7% have adopted a less
onerous national environmental management standard. Many of those businesses quote commercial
reasons for doing so: efforts to improve the company’s image in the eyes of clients, business partners or the
general public (60.8%) as well as demand from suppliers and customers (25.4%). Over 23% of respondents
see an EMS as a useful management tool to improve the company’s performance (Figure 3).

Figure 3. SME reasons to adopt an environmental management system, percentage of respondents

To improve the company’s image 60.8
Demand from suppliers or customers
As a tool to improve performance

To catch up with competitors

Other

70

Source: Georgia SME survey, 2015

The majority of SMEs which have not adopted any EMS signal a variety of barriers, pointing to the
lack of demand from suppliers and customers as well as the lack of information about EMSs and their
advantages, which contributes to the uncertainty regarding market benefits of investing into an EMS
(Figure 4).

Figure 4. Barriers to EMS adoption among SMEs, percentage of respondents

No demand from suppliers or customers

Lack of information about EMSs and their benefits

There are more important sectoral standards

Uncertain market benefits

High certification and implementation costs

Lack of environmental knowledge and skills

Lengthy time to apply

Other 56.2

60

Source: Georgia SME survey, 2015
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3.2 Resource efficiency measures

Only about a third of the surveyed Georgian SMEs undertake some resource efficiency measures,
mostly to save energy and water and to minimise waste, and even fewer contemplate additional resource
efficiency measures in the near future (Figure 5). This is a much lower percentage than in other surveyed
countries: e.g. three-quarters of Ukrainian SMEs claim to be implementing such measures.

Figure 5. Resource efficiency actions undertaken by SMEs, percentage of respondents

Saving energy

Saving water

Waste minimisation and recycling

Saving raw materials

Selling scrap material

Using renewable energy H Future actions

M Current actions

None

Source: Georgia SME survey, 2015

In the absence of government incentives, the main driver for such actions is purely economic:
businesses already experience and anticipate further increases of prices of these resources (Figure 6),
which is reflected in 40% of the survey responses. Environmental awareness is also a significant factor,
especially among medium-sized companies; almost half of which (46.4%) indicated that environmental
protection was among the firm’s priorities.

Figure 6. Reasons to undertake resource efficiency measures, percentage of respondents

Changes in prices of energy and raw materials 40.2
Environment is a company priority
Creation of a competitive advantage
Demand from suppliers or customers
Anticipation of future changes in legislation

Financial incentives or other government support

Other

45

Source: Georgia SME survey, 2015
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The highest percentage of businesses engaged in resource-saving measures are in agriculture and
hotels and restaurants (57%), the lowest — in extractive industries (38%). Micro-businesses are much less
likely to take such measures than larger companies, which is possibly due to their lack of access to
information and know-how.

3.3 Production of green goods and services

Less than 10% of surveyed Georgian SMEs declare that they offer green products or services (2%
claim to have been awarded an eco-label), and another 7% are planning to do so in the next two years.
These figures are significantly higher in the agricultural sector (with 26.7% offering green products and
21.4% planning to do so in the near future). SMEs enter this market solely for commercial reasons (among
which the dominant ones are the company’s image and the demand from domestic customers, quoted by
46.9% and 44.4% of respondents, respectively), with very little government support (Figure 7). The
principal areas of such activities are products and services with environmental features (33.5%), pollution
control technology (18.8%), and waste management (14.4%).

Figure 7. Reasons to offer green products or services, percentage of respondents

Company’s image — 46.9

Demand from domestic customers _ 44.4
Company’s core values _ 31.9
Creation of a business opportunity [ NG 302
Demand from foreign customers [ NNEGN 15.7

Subsidies or other government support [l 3.8

Other — 15.1

0 10 20 30 40 50

Source: Georgia SME survey, 2015
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4. EXISTING GREEN ECONOMY AND SME SUPPORT POLICIES

4.1 Key strategic priorities

An Entrepreneurship Development Agency (Enterprise Georgia), established under the Ministry of
Economy and Sustainable Development (MESD) in February 2014, is the only institution in Georgia
responsible for co-ordination and implementation of SME support policies and programmes. Enterprise
Georgia provides consultancy services, collects and delivers market information to SMEs, assists SMEs in
business planning and development, provides limited financing through targeted schemes, etc.

Georgia has already made substantial progress in reducing the administrative burden on small
businesses. The number of licences and permits has been reduced by 84%, business-related services are
provided according with the “one window” principle, and the tax administration has been improved. In
order to build on these achievements, the MESD envisages five Strategic Directions in its draft SME
Development Strategy for 2016-2020:

e  Further improvement of the legislative and institutional framework and the operational
environment for SMEs;

e Improvement of access to finance;
e  SME skills development and promotion of entrepreneurial culture;

e Export promotion and internationalisation of SMEs; and

Facilitation of innovation, research and development in SMEs.

A number of priority actions planned as part of the Strategy could be used to support the
implementation of resource and energy efficient practices in SMEs. Such actions include the improvement
of grant financing for SMEs; providing technical assistance to SMEs via the website of Enterprise Georgia
and through the establishment of a Business Service Centre for SMEs.

4.2 Current incentives for green practices

The MENRP has recently introduced a number of initiatives to promote green practices. For example,
in 2013, it instituted a Georgian Green Business Award. The award is made in the green company, green
product and green building categories and seeks to raise motivation of entrepreneurs in environmental
protection and social responsibility.

Energy efficiency is one of key strategic investment directions of Georgian commercial banks.
ProCredit Bank offers low-interest financing for energy efficiency projects in SMEs under a funding
agreement with the Austrian Development Bank for a total of USD 7.5 million. The EBRD has provided a
financing package to the Bank of Georgia, including a USD 10 million energy efficiency credit line and a
USD 20 million SME lending credit line. Other green practices are not subject to similar financial
incentives. Moreover, the credit lines provided by international financing institutions are not sustainable in
the long term.

14



4.3 Main gaps in promoting environmental compliance and green practices among SMEs

According to the SME survey, 78.5% of the companies that undertake resource efficiency measures
receive no technical or financial support. Just 3.3% receive technical assistance from government
authorities,” but this figure is twice as high among medium-sized businesses. Public funding in the form of
grants and guarantees is practically inexistent. Just 5% of the surveyed SMEs responded when asked to
evaluate government support for resource efficiency measures, and 60% of those are only partly satisfied
or dissatisfied with such support. An equally small fraction of SMEs get support in the private sector: only
2.4% get technical assistance from business associations or larger client companies; the same percentage
obtain financing from private banks or investment companies for resource efficiency measures, but not for
the production of green goods and services.

Over three-quarters of Georgian survey respondents indicated that they had not experienced any
barriers to adopting green practices. However, given that only about 4% of respondents are going beyond
compliance with the legislation, this is a likely signal of very few SMEs trying to introduce green practices.
Still, most cited among key obstacles to engaging in green practices are their perceived cost and poor
access to finance (Figure 8).

Figure 8. Barriers to green practices among SMEs, percentage of respondents

Poor access to finance

Cost of measures

Lack of environmental skills
Obsolete technical norms

Complex administrative procedures
Difficulty in choosing measures
Other

No

Source: Georgia SME survey, 2015

As part of the SME survey, businesses were also asked about the type of government support that
would help them most in introducing green products or services. Financial incentives were mentioned by
28.8% of respondents, while better access to finance and technical advice were, respectively, named by
about 25.6% and 15.8% of the surveyed businesses. The need for better access to finance was especially
prominent among companies in the agricultural and food manufacturing sectors.

® Government assistance for green products and services is equally low, benefitting 2.7% of respondents.
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5. RECOMMENDED TOOLS TO PROMOTE GREEN PRACTICES

The Ministry of Economy and Sustainable Development of Georgia should fully incorporate SME
greening activities into its forthcoming SME Development Strategy for 2016-2020. The concept of SME
greening should also be integrated in the mandate and current activities of Enterprise Georgia, particularly
by creating and promoting green business models, development of special financial assistance schemes to
promote green practices, development of a mentorship scheme for SMEs to learn from successful
experience of large companies, etc. However, most instruments to promote SME greening that are
described in this section would require engaging other government bodies as well as business associations.

5.1 Information-based instruments
Disseminating compliance-related information

International experience demonstrates that non-compliance among small businesses is caused
primarily by a lack of knowledge or capacity. Providing compliance-related information to SMEs that are
subject to environmental regulatory requirements can reduce compliance costs to businesses. Improved
information for regulated entities is also a major factor in reducing the administrative burden on
businesses. It may also allow a reduction of compliance assurance costs to regulators by increasing the
efficiency and effectiveness of compliance monitoring and enforcement.

Most small businesses seek clear and consistent information on the minimum requirements for
compliance. Interpretation of text-heavy guidance can be difficult for an SME: there should be a simple
message about the problem, its solution (step-by-step guidance) and where to go for more information. To
avoid excessive or unnecessary costs for businesses, environmental guidance should also make a clear
distinction between the minimum legal requirements and good practice. The most efficient way of
providing compliance advice and guidance to small businesses is to take into account the full suite of
regulations that apply to them, not just environmental regulations, which would require close coordination
between regulatory authorities across the government.

Making a business case for green practices

In trying to persuade SMEs to implement green practices going beyond compliance with legal
environmental requirements, public authorities should take into account their way of doing business. The
small size of SMEs means that their managers have many different responsibilities, so environmental
issues suffer from the lack of attention compared with core business decisions. SMEs are often unaware of
many financially attractive opportunities for environmental improvement. There is a widespread
misperception that protecting the environment is associated with technical complexity, burdens and costs.
Even when they are aware of the potential of better environmental performance to improve a firm’s
competitiveness, a lack of appropriate skills and expertise commonly prevents firms from acting upon win-
win opportunities. The fact that most SMEs have not integrated environmental issues into their business
decisions makes it difficult to persuade them of economic benefits of environmental improvements.

Since by far the biggest concern of SMEs is the short-term financial profitability, selling the idea that
environmental management can save money, reduce costs and increase efficiency is usually well received

16



by business owners. Therefore, environmental information targeting small businesses should make the
“business case” and illustrate the financial benefits of environmental improvements.

In making the “business case”, it may be particularly useful to present examples of other similar
companies receiving commercial benefits as a result of the environmental management improvements in
question. Case studies should preferably be local in order to increase the acceptance of their conclusions by
small businesses.

The most appropriate communication channels are likely to be sector-specific, reflecting the different
business models and activities within different sectors. When guidance comes from a private sector
organisation, it is generally perceived by small businesses as reliable, while information received from
governmental bodies is often regarded with suspicion. In promoting green behaviour of small businesses,
working in partnership with business groups can be particularly useful. Business support organisations and
trade associations have a role to play in “signposting” different web-based information and guidance
sources and communicating their usefulness for small businesses given SMEs’ reluctance to proactively
seek such information on the internet. However, in the case of very small businesses, the use of trade
associations may be unfeasible since the majority do not belong to any such association, so local
authorities may be more appropriate partners.

Targeted, concise, user-friendly publications can be very useful in delivering a message that adhering
to environmentally friendly practices (and thereby complying with the law) is a smart way to do business.
Workshops, training seminars and industry fairs (particularly those organised by trade organisations and
other business groups) can also be effective in conveying information or generic advice on how to
implement green practices. However, most SME operators are unlikely to be able or inclined to take the
time to attend such sessions, as they usually do not have dedicated environmental personnel.

To make sure the information directed at SMEs is relevant, working with industry in formulating
sector-specific guidance and codes of practice is of primary importance. Giving businesses a say in the
structure and content of environmental guidance increases the likelihood that the material is understandable
and resonates with business owners. However, the extent to which SMEs are able to participate in the
design of information tools largely depends on the existence of established business associations in the
respective activity sectors.

The extensive use of trade associations may be challenging if the majority of small businesses do not
belong to any such association, which is the case in Georgia. The initial step would be to explain to SMEs,
through a public relations campaign, the benefits of trade associations to their members. In the meantime,
the government should rely primarily on state-funded Enterprise Georgia, work with trade associations
with an already established SME audience, and try to engage other sector groups in more active
environmental outreach.

Recommendations:

e The MENRP should create a subscription “regulatory watch” service to send out regular e-
mail or mobile phone updates on relevant legislative developments and new applicable
regulatory requirements. This is a simplest tool to disseminate regulatory information. Such
service could also be offered for a nominal fee by a national business association (e.g. the
Georgian Business Association or the Georgian Small and Medium Enterprises Association)
provided that it receives regular up-to-date regulatory information from the government.

o The MENRP should re-design its website to provide environmental guidance on compliance
and good practices. The alternative is to launch another specialised site on sector-specific green
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practices (linked to relevant government websites) that could be co-funded by the government
and one or several business associations. Business groups, academic institutions, NGOs and
international consultants could be engaged to develop concise, simple-language material to
populate the compliance guidance pages relevant to specific activity sectors. However, designing
and launching an online guidance tool is not enough: there needs to be an effective
communication strategy to ensure that businesses continue to use and benefit from it.

e The MESD should take the lead in working with business associations to contribute to industry
magazines and newsletters, jointly produce brief “pocket guides” on green practices, and
conduct business or community events on cleaner production and resource efficiency. These
information delivery methods are particularly helpful to small or rural businesses which may not
have access to the internet.

5.2 Creating market demand for green practices

It may be difficult to persuade SMEs to act upon environmental information, even when it is
obviously in their own financial interest. Other considerations are at least as critical, primarily the need to
strengthen market incentives for environmental improvements by directly (green public procurement) and
indirectly (green certifications and eco-labels) increasing the demand for improved environmental
performance and green products and services.

Green public procurement

Government policy can play a significant role in creating demand for green products and services and
boosting the market where private consumer demand for them is insufficient. Governments can exert its
own supply chain pressure through its procurement policies and make it a condition of tendering for
government contracts that the applicant commit to maintaining specified environmental standards up and
down the supply chain. By using their purchasing power to choose goods and services with lower
environmental impact, public authorities can help to drive down the costs of such purchases and make
them more affordable generally.

Georgia strives to ensure competitive public tendering with standards that are aligned with EU
practices. However, public procurement is still used very little as a tool to promote good environmental
behaviour. Georgia’s State Procurement Agency should develop a national policy and action plan on
incorporating environmental requirements into public procurement criteria. The implementation of such
policy would be beneficial in creating the demand for green business practices.

Green certifications

Ultimately, the primary goal of green certification or eco-labelling programmes is to increase the
market share of their members. The scheme should be designed well enough so that the business benefits
to SMEs outweigh both the direct costs in terms of fees that must be paid to obtain a label or certification
and the indirect costs of staff time to be spent complying with their requirements.

Although supply chain pressure in some sectors is a powerful driver for some SMEs to adopt an EMS,
small businesses face serious obstacles, including a lack of resources, knowledge and technical capacity,
the fact that most EMS-related costs are upfront and benefits are medium-term, as well as low public
visibility. Therefore, it is necessary to tailor EMSs, both in terms of their content and delivery, to the
particularities of SMEs. The key, at least for smaller businesses, is to focus on simple, accessible
improvements in management practices, rather than the introduction of a formal, administratively complex
EMS. Those “simplified” EMSs could be developed and promoted by business associations and should
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also be recognised by the environmental authorities, which may offer additional incentives: regulatory (e.g.
reduced inspection frequency) or financial (e.g. reduced administrative fines in case of minor offences).

In order to make environmental management credentials more relevant to specific economic sectors,
the MESD and the MENRP should collaborate with business associations to develop sectoral certification
brands and eco-labels, many of which affect SMEs, as well as guidelines on how businesses may “earn”
the right to display appropriate signs (stickers, posters, etc.) to highlight their environmental practices to
their customers. It is necessary to ensure that labels are not awarded too easily, without rigorous scrutiny of
each company’s practices, which would devalue them. It is also important to communicate to a broad
audience to raise the recognition of the label or certification, starting at a very early stage of the scheme’s
development.

Recommendations:

e The Georgian government should gradually include environmental criteria in its purchasing
decisions. For example, purchasing guidelines could require that particular products contain a
minimum amount of recycled content or achieve specified levels of energy efficiency.
Procurement rules should also favour — through price preferences, explicit set-asides, or other
mechanisms — suppliers who comply with environmental requirements, obtain green certification,
qualify for environmental labels, or otherwise demonstrate their environmental credentials.

e The MESD should work with the national standardisation organisation and business associations
to design, using international experience, a multi-tier environmental management system with
a simplified certification procedure which would allow certified businesses to be recognised for
achieving each tier of complexity.

o The MENRP and the MESD should work jointly to develop a national policy on promoting eco-
labelling in Georgia. This policy would develop criteria and minimum requirements for eco-
labelling following the relevant EU legislation (including the Eco-design Directive 2009/125/EC
and the Energy Labelling Directive 2010/30/EU). Sectoral trade associations should play a major
role in developing guidelines for relevant certification brands and labels and promoting their
benefits among the business community.

5.3 Improving access to financing

For SMEs, going green is largely a voluntary action dependent upon the vision and conviction of one
or a few individuals. The lack of resources often leads to SMEs being risk-averse and less willing to invest
in new technologies, partly because of the uncertainly about the payback period. Those SMEs that are
willing to invest in more energy-efficient and environmentally friendly processes require reliable partners
in financing their investments and the right regulatory framework. However, they often face obstacles in
getting access to finance, with banks being reluctant to fund such investments and lacking the specialised
staff needed to evaluate SME projects.

There are several financial mechanisms available to private companies, particularly SMEs, willing to
go beyond compliance and invest in green technologies, including grants, low-interest loans and tax
privileges. The loan policy can also be used to provide both positive and negative incentives to businesses.
Banks may require an environmental checklist for loan approval, so that businesses that can demonstrate
their adherence to green practices can benefit from favourable loan conditions (those are usually offered
only by public financial institutions). On the contrary, businesses with a recent record of environmental
violations would see their loan applications denied.
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Recommendations:

e The MESD and Enterprise Georgia should work with local financing institutions to incorporate
cleaner production and resource efficiency considerations into the existing conditions of
financial support targeting SMEs. Banks should also be encouraged to use environmental criteria
in making its credit decisions.

e The MESD should engage in discussions with the Ministry of Finance to introduce tax
incentives for environmental investments, including accelerated amortisation and reduced taxes
for renewable energy and energy efficiency equipment, and possibly a corporate tax credit for
environmental investments.

e The MESD and Enterprise Georgia should consider providing grants to SMEs to cover part of
consultancy/audit costs for the identification and implementation of resource efficiency, an
environmental management system, or other environmentally oriented measures. Such grants
should be offered through a competitive application process and cover no more than 50% of the
total costs.
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ANNEX 1. SME SURVEY RESULTS

Annotation

The total number of respondents in the sample amounts to 400. Some of the questions give a possibility of
multiple answers, thus the number of respondents per particular question could vary. Most of the questions
are classified in three categories: total — aggregate answers of all respondents, by industry sector and by
size of enterprise.

Industry sectors coding:

1 - Agriculture, fisheries and forestry

2 - Extractive industries (mining and quarrying)
3 — Food manufacturing

4 - Non-food manufacturing

5 — Construction

6 - Hotels and restaurants

The number of responses to each question is represented as a percentage of the number of respondents to
that question. The percentage is calculated either in relation to the total number of respondents to the
guestion across industry sectors and sizes (for category total), or to the number of respondents from each
sub-category (for categories industry sectors and enterprises).

Q1. What is your company’s principal activity?

Industry sectors Percentage of respondents
1 | Agriculture, fisheries and forestry 5.3
2 | Extractive industries (mining and quarrying) 2.7
3 | Food manufacturing 16.0
4 | Non-food manufacturing 28.2
5 | Construction 27.6
6 | Hotels and restaurants 20.2

Number of respondents 400

Q2. How many employees on average did your company have over the last 3 years?

Size of enterprises Percentage of respondents
1 | Micro (0-9) 70.7
2 | Small (10-49) 25.5
3 | Medium (50-249) 3.8
Number of respondents 400
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Q3. What kind of environment-related permit or license does your company have? Multiple answers
possible

I. TOTAL, % of respondents

1 One consolidated environmental permit 5.1
2 Several environmental permits (air emissions, wastewater discharges, hazardous waste 39
generation/disposal) )
3 Water abstraction permit 1.8
4 Mineral resource exploitation license 1.2
5 License for waste management activities 1.0
6 License for the removal of biological/forest resources 0.4
7 No permit or license, but must comply with general environmental requirements and notify the 135
environmental authority in case of an environment-related accident '
8 Not subject to environmental regulation 76.3
Number of respondents 400
1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 One consolidated environmental permit 9.4 | 46.7 5.0 4.9 4.4 0.0
Several environmental permits (air emissions, wastewater
2 discharges, hazardous waste generation/disposal) 6.8 19.5 25 /5 0.3 2.0
3 Water abstraction permit 11.0 3.5 1.2 2.3 0.0 1.4
4 Mineral resource exploitation license 0.0 | 121 1.7 1.0 1.1 0.0
5 License for waste management activities 2.6 0.4 1.4 1.3 0.3 7
6 License for the removal of biological/forest resources 2.7 0.0 0.0 1.1 0.0 0.0
No permit or license, but must comply with general environmental
7 requirements and notify the environmental authority in case of an 15.7 35| 102 | 152 | 109 | 17.8
environment-related accident
8 Not subject to environmental regulation 578 | 289 | 80.2 | 73.2 | 83.6 | 78.8
Number of respondents 27 19 73 | 108 81 92
I11. ENTERPRISES, % of respondents
Micro | Small | Medium
1 One consolidated environmental permit 4.9 5.7 4.9
> Several environmental permits (air emissions, wastewater discharges, hazardous 3.4 4.9 6.1
waste generation/disposal) ' ' )
3 Water abstraction permit 1.6 1.6 7.5
4 Mineral resource exploitation license 0.9 0.9 8.4
5 License for waste management activities 0.4 1.1 11.2
6 License for the removal of biological/forest resources 0.0 1.6 0.6
7 No permit or license, but must comply with general environmental requirements and 127 16.5 74
notify the environmental authority in case of an environment-related accident ) ) )
8 Not subject to environmental regulation 77.8 73.5 66.5
Number of respondents 252 109 39
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Q4. How does your company learn about applicable environmental requirements? (If Q3 01-06)

Multiple answers possible

I. TOTAL, % of respondents

1 During the permitting or environmental impact assessment (“expertise”) procedure 17.9
2 Direct contact with environmental inspectors during their site visits 58.9
3 Workshops and seminars organized by business associations 0.9
4 E-mails from business associations or business partners 1.1
5 Internet 22.8
6 Other 14.2
Number of respondents 56
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 I?unng t.he,permlttlng or environmental impact assessment 473 121 2631 1111 161 | 194
(“expertise”) procedure
2 Direct contact with environmental inspectors during their site visits 49.6 | 33.0| 38,5 | 82.4 | 58.8 | 80.6
3 | Workshops and seminars organized by business associations 0.0 0.0 0.0 0.0 5.8 0.0
4 E-mails from business associations or business partners 1.6 0.0 0.0 0.0 5.8 0.0
5 Internet 16| 618 | 270 | 128 | 234 | 0.0
6 | Other 0.0 | 13.6 | 26.3 | 12.8 | 25.2 0.0
Number of respondents 10 13 9 15 6 3
I11. ENTERPRISES, % of respondents
Micro Small Medium
1 | During the permitting or environmental impact assessment (“expertise”) 17.8 11.0 36.7
procedure
2 | Direct contact with environmental inspectors during their site visits 62.0 49.9 61.1
3 | Workshops and seminars organized by business associations 0.0 0.0 8.9
4 | E-mails from business associations or business partners 0.0 0.9 8.9
5 | Internet 10.4 62.4 4.4
6 | Other 13.0 22.9 0.0
Number of respondents 26 17 13
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Q5. How many times was your company inspected by environmental authorities over the last 3
years?

I. TOTAL, % of respondents

1 3 or more 21.3

2 lor2 27.7

3 Not at all 51.1

Number of respondents 109
I1. INDUSTRY SECTORS, % of respondents

1 2 3 4 5 6

1 3 or more 358 | 14.7| 287 | 30.6 00| 17.0

2 |lor2 314 | 657 | 36.8| 221 | 30.0 9.5

3 | Not at all 328 | 19.6 | 345 ]| 473 | 70.0| 735

Number of respondents 14 15 16 31 14 19
I11. ENTERPRISES, % of respondents

Micro Small Medium

1 3 or more 18.1 25.0 41.1

2 lor2 28.5 23.8 38.1

3 Not at all 53.4 51.2 20.8

Number of respondents 58 34 17
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Q6. Among these statements, which one applies best to your company?

I. TOTAL, % of respondents

1 It complies with national environmental legislation but does not wish to go beyond these requirements 73.7
2 It complies with national environmental legislation and is contemplating doing more 19.1
3 It is going beyond the national environmental requirements but this is not one of its priorities 3.1
4 It is going beyond the national environmental requirements, which is one of the company’s priorities 1.2
5 It has difficulties in complying with national environmental legislation 2.9
Number of respondents 109
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 It complies with national _envwonmental legislation but does not wish 882 | 746 | 545| 788 | 838 | 604
to go beyond these requirements
5 It complies .Wlth ngtlonal environmental legislation and is 64| 205 | 244 | 177 | 162 | 267
contemplating doing more
It is going beyond the national environmental requirements but this
3 is not one of its priorities 5.4 43 8.4 0.0 0.0 64
4 It is going beyond th‘e na}thr!al environmental requirements, which is 0.0 0.6 8.4 0.0 0.0 0.0
one of the company’s priorities
5 It has difficulties in complying with national environmental legislation 0.0 0.0 4.4 3.5 0.0 6.4
Number of respondents 14 15 16 31 14 19
I11. ENTERPRISES, % of respondents
Micro Small Medium
1 It complies with nagonal environmental legislation but does not wish to go 773 64.1 81.0
beyond these requirements
> Ir;g?énplles with national environmental legislation and is contemplating doing 15.0 28.7 18.2
It is going beyond the national environmental requirements but this is not one of
3 . S 2.5 5.1 0.0
its priorities
4 It is going beyond the national environmental requirements, which is one of the 17 0.0 0.9
company’s priorities ) ) )
5 It has difficulties in complying with national environmental legislation 34 2.0 0.0
Number of respondents 58 34 17
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Q7. Has your company been found in violation of environmental legislation in the last 3 years? (If
Q5 01-02)

I. TOTAL, % of respondents

1 Yes, more than twice and has received fines or other sanctions 1.7
2 Yes, once and has received a fine or another sanction 19.2
3 Yes, but has not been subject to sanctions 8.3
4 Not at all 70.7
Number of respondents 62

I1. INDUSTRY SECTORS, % of respondents

1 2 3 4 5 6

1 Yes, more than twice and has received fines or other sanctions 0.0 | 10.0 0.0 0.0 0.0 3.9
2 Yes, once and has received a fine or another sanction 285 | 294 | 37.2 9.0 65| 11.7
3 Yes, but has not been subject to sanctions 9.1 0.7 | 12.8 6.9 0.0 | 24.3
4 Not at all 62.4 | 59.9 | 50.0 |84.1| 935 | 60.2
Number of respondents 10 12 12 17 5 6

I11. ENTERPRISES, % of respondents

Micro Small Medium

1 Yes, more than twice and has received fines or other sanctions 0.0 4.7 4.4
2 Yes, once and has received a fine or another sanction 16.9 19.4 36.1
3 Yes, but has not been subject to sanctions 11.2 0.0 14.8
4 Not at all 72.0 75.9 44.8
Number of respondents 28 20 14
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Q8. What are the reasons why your company does not wish to go beyond legal environmental
requirements? (If Q6 01) Multiple answers possible

I. TOTAL, % of respondents

1 The legal requirements are sufficiently stringent 9.8
2 The costs of taking further measures exceed the benefits 14.3
3 It is not a priority for the company 39.9
4 Lack of information about possible options 16.2
5 Lack of technical expertise 0.0
6 No financial sources to fund such actions 31.7
7 Don’t know 3.4
Number of respondents 77
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 The legal requirements are sufficiently stringent 19.4 20.5 0.0 11.0 6.4 51
2 The costs of taking further measures exceed the benefits 16.1 15 30.7 235 2.3 5.1
3 It is not a priority for the company 51.4 20.5 23.3 39.9 | 435 47.7
4 Lack of information about possible options 13.1 19.3 17.3 13.9 20.1 15.7
5 Lack of technical expertise 0.0 0.0 0.0 0.0 0.0 0.0
6 No financial sources to fund such actions 15.0 38.2 84.7 22.3 324 26.4
7 Don’t know 0.0 0.0 0.0 3.5 10.0 0.0
Number of respondents 11 10 8 24 12 12
I11. ENTERPRISES, % of respondents
Micro Small Medium
1 | The legal requirements are sufficiently stringent 6.2 145 32.1
2 | The costs of taking further measures exceed the benefits 15.9 9.9 12.8
3 | Itis not a priority for the company 40.9 36.8 41.2
4 | Lack of information about possible options 17.0 14.6 134
5 | Lack of technical expertise 0.0 0.0 0.0
6 No financial sources to fund such actions 35.2 22.1 31.0
7 Don’t know 1.7 8.8 0.0
Number of respondents 44 20 13
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Q9. Does your company use one or more of these environmental management systems? Multiple

answers possible

I. TOTAL, % of respondents

1 ISO 14001 0.3
2 ISO 16000 (energy management system) 0.0
3 A national environmental management standard 7.0
4 Other 0.2
5 None 92.5
Number of respondents 400
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 ISO 14001 0.0 0.0 0.0 1.1 0.0 0.0
2 ISO 16000 (energy management system) 0.0 0.0 0.0 0.0 0.0 0.0
3 A national environmental management standard 10.6 | 25.0 8.1 10.1 4.9 1.4
4 Other 0.0 0.0 0.8 0.0 | 00.3 0.0
5 None 894 | 750 | 91.2 | 88.8| 948 | 98.6
Number of respondents 27 19 73 108 81 92
I11. ENTERPRISES, % of respondents

Micro Small Medium
1 ISO 14001 0.3 0.0 2.3
2 ISO 16000 (energy management system) 0.0 0.0 0.0
3 A national environmental management standard 5.6 9.5 17.0
4 Other 0.2 0.0 2.3
5 None 94.0 90.5 78.4
Number of respondents 252 109 39
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Q10. What are the main reasons you are using an environmental management system? (If Q9 01-04)

Maximum two answers possible

I. TOTAL, % of respondents

1 | ltis requested by suppliers or customers 25.4
2 | To improve the company’s image (in the eyes of clients, business partners, general public) 60.8
3 | Itis a useful management tool to improve the company’s performance 23.2
4 | To catch up with competitors who are already using an EMS 12.7
5 | Other 13.6
Number of respondents 37
1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6

It is requested by suppliers or customers 0.0 0.0 55.9 115 52.9 0.0
5 To improve the company’s image (in the eyes of clients, business 96.1 34.4 727 44.9 943 0.0

partners, general public)
3 It is a useful management tool to improve the company’s 78.4 13.9 25 4 13.3 10.7 | 100.0

performance
4 | To catch up with competitors who are already using an EMS 0.0 53.3 0.0 16.1 6.1 0.0
5 | Other 0.0 0.0 0.0 | 29.7 5.7 0.0
Number of respondents 4 6 7 13 6 1

I11. ENTERPRISES, % of respondents
Micro Small Medium

1 | ltis requested by suppliers or customers 21.7 37.0 10.7
2 To improve t_he company’s image (in the eyes of clients, business partners, 618 65.2 423

general public)
3 | Itis a useful management tool to improve the company’s performance 27.4 12.0 34.2
4 | To catch up with competitors who are already using an EMS 114 15.7 10.7
5 | Other 6.5 15.7 44.3
Number of respondents 18 11 8
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Q11. What are the main reasons you are NOT using an environmental management system? (If Q9

05) Maximum three answers possible

I. TOTAL, % of respondents

1 Lack of information about EMSs and their benefits 7.4
2 Lack of environmental knowledge and skills among the company’s staff 0.8
3 Lengthy time to apply 1.0
4 High certification and implementation costs 2.3
5 Uncertain market benefits 3.0
6 No demand from suppliers or customers 32.1
7 There are more important sector-specific standards 6.6
8 Other 56.2
Number of respondents 363
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 Lack of information about EMSs and their benefits 6.7 10.4 9.5 3.6 4.3 14.6
> Is_;c:‘( of environmental knowledge and skills among the company’s 05 0.0 0.0 0.0 11 53
3 Lengthy time to apply 0.0 0.0 1.8 2.2 0.0 0.7
4 High certification and implementation costs 5.6 0.0 2.8 3.3 15 1.4
5 Uncertain market benefits 6.3 7.7 1.8 25 4.4 14
6 No demand from suppliers or customers 215 20.8 31.2 29.2 42.3 26.8
7 There are more important sector-specific standards 0.5 4.6 4.6 6.6 5.0 11.7
8 Other 71.3 66.9 60.6 58.4 49.0 55.0
Number of respondents 23 13 66 95 75 91
I11. ENTERPRISES, % of respondents

Micro Small Medium
1 Lack of information about EMSs and their benefits 6.5 10.6 2.2
2 Lack of environmental knowledge and skills among the company'’s staff 0.8 0.6 2.2
3 Lengthy time to apply 1.4 0.0 0.0
4 High certification and implementation costs 25 2.2 0.0
5 Uncertain market benefits 3.2 2.7 0.0
6 No demand from suppliers or customers 334 30.3 18.7
7 There are more important sector-specific standards 7.3 4.4 5.6
8 Other 55.4 55.7 77.2
Number of respondents 234 98 31
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Q12. Has your company ever bid for a public procurement tender that included environmental

requirements?

I. TOTAL, % of respondents

1 Yes, successfully 2.4
2 Yes, with yet unknown outcome 0.4
3 Yes, unsuccessfully 0.0
4 No 97.2
Number of respondents 400
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 Yes, successfully 8.0 16.0 0.9 2.3 2.7 0.0
2 Yes, with yet unknown outcome 0.0 0.0 0.0 0.0 1.4 0.0
3 Yes, unsuccessfully 0.0 0.0 0.0 0.0 0.0 0.0
4 No 92.0 84.0 99.1 97.7 96.0 | 100.0
Number of respondents 27 19 73 108 81 92
I11. ENTERPRISES, % of respondents
Micro Small Medium
1 Yes, successfully 2.4 2.6 0.6
2 Yes, with yet unknown outcome 0.5 0.0 0.0
3 Yes, unsuccessfully 0.0 0.0 0.0
4 No 97.1 97.4 99.4
Number of respondents 252 109 39
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Q13. What actions is your company undertaking to be more resource efficient? Multiple answers

possible

I. TOTAL, % of respondents

1 | Saving water 28.7
2 | Saving energy 34.1
3 | Using renewable energy 1.9
4 | Saving raw materials 9.9
5 | Minimizing waste, including recycling 14.3
6 | Selling scrap material to another company 4.0
7 | None 49.7
Number of respondents 400
1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 | Saving water 27.2 66| 312 | 228 | 20.1| 50.0
2 | Saving energy 27.8 28.5 32.8 335 22.3 54.1
3 | Using renewable energy 5.6 0.0 1.7 2.3 1.4 1.4
4 | Saving raw materials 13.1 8.2 6.6 | 159 6.8 7.7
5 | Minimizing waste, including recycling 54| 17.8| 166 | 17.3| 18.6 4.3
6 | Selling scrap material to another company 0.4 6.6 0.9 6.3 6.8 0.2
7 | None 429 | 619 | 554 | 470 ]| 53.8| 432
Number of respondents 27 19 73 108 81 92
I11. ENTERPRISES, % of respondents
Micro Small Medium
1 | Saving water 27.6 30.5 37.0
2 | Saving energy 34.1 34.2 32.4
3 | Using renewable energy 1.7 2.7 0.0
4 | Saving raw materials 10.3 8.9 8.7
5 | Minimizing waste, including recycling 11.3 22.3 17.0
6 | Selling scrap material to another company 2.1 6.2 26.3
7 | None 52.2 43.6 43.1
Number of respondents 252 109 39
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Q14. Over the next two years, what additional resource efficiency measures is your company
planning to implement? Multiple answers possible

I. TOTAL, % of respondents

1 | Saving water 195
2 | Saving energy 25.4
3 | Using renewable energy 2.4
4 | Saving raw materials 9.4
5 | Minimizing waste, including recycling 12.9
6 | Selling scrap material to another company 4.4
7 | None 58.4
Number of respondents 400
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 | Saving water 14.4 6.6 | 30.2 | 13.2 | 14.2 30.2
2 | Saving energy 194 | 182 | 329 | 285 | 146 324
3 | Using renewable energy 5.6 0.0 1.7 10| 41 2.0
4 | Saving raw materials 5.6 6.1 50| 145 9.5 7.0
5 | Minimizing waste, including recycling 112 | 234 | 134 | 125 | 11.3 14.2
6 | Selling scrap material to another company 0.4 3.1 0.9 59| 88 0.2
7 | None 579 | 61.9 | 62.2 | 55,5 | 59.5 57.4
Number of respondents 27 19 73 | 108 81 92
I11. ENTERPRISES, of respondents
Micro Small Medium

1 | Saving water 18.0 21.2 35.8
2 | Saving energy 27.3 20.4 24.2
3 | Using renewable energy 1.2 6.2 0.0
4 | Saving raw materials 9.3 10.3 5.8
5 | Minimizing waste, including recycling 8.8 23.5 16.4
6 | Selling scrap material to another company 3.3 5.3 18.7
7 | None 61.4 51.7 46.7
Number of respondents 252 109 39
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Q15. What are the main reasons why you are taking actions to be more resource-efficient? (If Q13
01-06) Maximum three answers possible

I. TOTAL, % of respondents

1 | Changes in the prices of energy and raw materials 40.2
2 | Financial/tax incentives or other forms of government support 2.5
3 | Requirements set by lenders 2.4
4 | Anticipation of future changes in legislation 3.0
5 | Anticipation of future professional or product standards 29
6 | Demand from suppliers or customers 15.9
7 | Creation of a competitive advantage or business opportunity 18.7
8 | Environment is one of the company’s top priorities 20.0
9 | Other 32.9
Number of respondents 211
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6

1 | Changes in the prices of energy and raw materials 248 | 52.7 | 44.7 33.8 38.7 50.2
2 | Financial/tax incentives or other forms of government support 4.0 0.0 0.0 0.6 6.0 2.4
3 | Requirements set by lenders 0.0 0.0 3.7 1.8 3.0 2.4
4 | Anticipation of future changes in legislation 1.4 11| 114 3.7 0.7 0.0
5 | Anticipation of future professional or product standards 0.0 0.0 3.7 2.4 0.0 7.1
6 | Demand from suppliers or customers 33.0 11| 244 21.8 12.2 3.9
7 | Creation of a competitive advantage or business opportunity 196 | 242 | 20.0 22.3 27.3 2.8
8 | Environment is one of the company’s top priorities 20.3 | 31.7 | 24.0 25.6 21.7 7.2
9 | Other 52.0 | 28.0 | 27.6 31.0 21.4 46.6
Number of respondents 15 12 34 58 37 55
I11. ENTERPRISES, % of respondents

Micro Small | Medium
1 | Changes in the prices of energy and raw materials 40.0 44.0 16.1
2 | Financial/tax incentives or other forms of government support 1.2 5.9 0.0
3 | Requirements set by lenders 35 0.0 0.0
4 | Anticipation of future changes in legislation 3.3 2.0 5.1
5 | Anticipation of future professional or product standards 35 1.8 0.0
6 | Demand from suppliers or customers 16.4 15.1 14.3
7 | Creation of a competitive advantage or business opportunity 16.7 245 11.0
8 | Environment is one of the company’s top priorities 19.2 20.4 29.8
9 | Other 35.8 24.0 46.4
Number of respondents 122 65 24
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Q16. Which type of external support does your company get for its environmental actions
(environmental and resource efficiency improvements)? (If Q13 01-06) Multiple answers possible

I. TOTAL, % of respondents

1 | Public funding (grants or guarantees) 0.2
2 | Private funding from banks or investment companies 2.4
3 | Private funding from friends and relatives 0.8
4 | Advice or other technical assistance from government authorities 3.3
5 | Advice or other technical assistance from private consulting and audit companies 3.3
6 Advice or other technical assistance from business associations or business customers (larger 24
companies) )
7 | Other 12.3
8 | None 78.5
Number of respondents 211
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 | Public funding (grants or guarantees) 0.0 0.0 13 0.0 0.0 0.0
2 | Private funding from banks or investment companies 0.0 9.1 7.0 0.6 0.0 4.8
3 | Private funding from friends and relatives 0.0 0.0 0.0 1.8 0.0 1.2
4 | Advice or other technical assistance from government authorities 13.8 11 7.4 3.7 0.7 4
5 Adv_lce or otht_ar technical assistance from private consulting and 0.0 91 91 18 49 0.0
audit companies
6 Adwcg or other technical assistance frqm business associations 0.0 0.0 37 37 30 0.0
or business customers (larger companies)
7 | Other 9.8 | 527 | 15.0 75| 149 | 108
8 | None 764 | 452 | 65.2| 845 | 772 | 84.1
Number of respondents 15 12 34 58 37 55
I11. ENTERPRISES, % of respondents
Micro | Small | Medium
1 | Public funding (grants or guarantees) 0.0 0.0 4.3
2 | Private funding from banks or investment companies 2.4 2.1 4.8
3 | Private funding from friends and relatives 0.8 0.9 0.0
4 | Advice or other technical assistance from government authorities 3.7 1.8 6.6
5 | Advice or other technical assistance from private consulting and audit companies 2.7 4.3 4.6
Advice or other technical assistance from business associations or business
6 . 35 0.0 0.0
customers (larger companies)
7 | Other 15.8 5.0 4.6
8 | None 74.2 87.9 83.9
Number of respondents 122 65 24
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Q17. Are you satisfied with the government support for your environmental actions? (If Q16 01 or

04)

I. TOTAL, % of respondents

1 Very satisfied 36.0
2 Fairly satisfied 48.8
3 Fairly dissatisfied 10.9
4 Very dissatisfied 4.2
Number of respondents 19
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 Very satisfied 0.0 100.0 60.8 30.3 0.0 24.2
2 Fairly satisfied 100.0 0.0 25.8 60.6 100.0 37.9
3 Fairly dissatisfied 0.0 0.0 0.0 9.1 0.0 37.9
4 Very dissatisfied 0.0 0.0 13.4 0.0 0.0 0.0
Number of respondents 2 3 5 4 1 4
I11. ENTERPRISES, % of respondents
Micro Small Medium

1 Very satisfied 23.2 68.5 64.4
2 Fairly satisfied 64.9 0.0 35.6
3 Fairly dissatisfied 11.8 11.8 0.0
4 | Very dissatisfied 0.0 19.7 0.0
Number of respondents 9 5 5
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Q18. Does your company encounter any of the following difficulties when trying to conduct

environmental actions? Multiple answers possible

I. TOTAL, % of respondents

1 Complexity of administrative procedures 1.0
2 Obsolete technical requirements of the legislation 1.3
3 Difficulty in choosing the right environmental measures for the company 0.1
4 Cost of environmental measures 2.4
5 Lack of specific environmental skills 2.3
6 Poor access to finance 7.9
7 Other 11.9
8 No 77.6
Number of respondents 400
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 Complexity of administrative procedures 0.0 7.8 1.7 0.3 14 0.2
2 Obsolete technical requirements of the legislation 0.0 8.2 3.3 2.0 0.0 0.0
3 Difficulty in choosing the right environmental measures for the 0.0 0.4 0.9 0.0 0.0 0.0
company
4 Cost of environmental measures 0.0 7.0 4.2 2.7 14 2.0
5 Lack of specific environmental skills 0.4 0.0 5.0 3.9 0.3 1.4
6 Poor access to finance 6.0 0.0 5.0 8.6 6.8 | 124
7 | Other 11.2 00| 17.9 6.9 | 12.0 | 157
8 No 884 | 852 | 67.1| 833]| 795 ]| 71.7
Number of respondents 27 19 73 108 81 92
I11. ENTERPRISES, % of respondents
Micro Small Medium

1 | Complexity of administrative procedures 0.7 1.8 1.2
2 | Obsolete technical requirements of the legislation 0.7 2.2 7.5
3 | Difficulty in choosing the right environmental measures for the company 0.0 0.5 0.3
4 | Cost of environmental measures 1.9 4.0 0.6
5 | Lack of specific environmental skills 2.3 1.2 10.2
6 | Poor access to finance 7.9 7.9 9.0
7 | Other 13.0 104 0.0
8 | No 76.9 78.2 86.9
Number of respondents 252 109 39
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Q19. Does your company offer green products or services?

I. TOTAL, % of respondents

1 | Yes, and some of those products or services have been awarded an eco-label 1.9
2 | Yes, but none of them have been awarded an eco-label 7.7
3 | No, but itis planning to do so in the next 2 years 7.3
4 | No, and it is not planning to do so 83.1
Number of respondents 400

I1. INDUSTRY SECTORS, % of respondents

1 2 3 4 5 6

1 Yes, and some of those products or services have been awarded 57 0.0 14 3.0 14 16

an eco-label
2 | Yes, but none of them have been awarded an eco-label 24.0 8.6 8.3 8.1 1.4 11.0
3 | No, butitis planning to do so in the next 2 years 21.4 0.4 12.9 7.3 3.1 5.8
4 | No, and it is not planning to do so 519 | 91.0| 77.3 816 | 94.2 81.6
Number of respondents 27 19 73 108 81 92

I11. ENTERPRISES, % of respondents

Micro Small Medium

1 | Yes, and some of those products or services have been awarded an eco-label 1.3 2.3 10.9
2 | Yes, but none of them have been awarded an eco-label 7.7 9.0 0.3
3 | No, but it is planning to do so in the next 2 years 6.5 7.9 17.4
4 | No, and it is not planning to do so 84.5 80.8 71.4
Number of respondents 252 109 39
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Q20. In which area does your company offer green services or produce green products? (If Q19 01-
02) Multiple answers possible

I. TOTAL, % of respondents

1 Recycled materials 13.1
2 Renewable energy 2.9
3 Energy efficiency 0.1
4 Pollution control technology 18.8
5 Waste treatment (excluding disposal) 144
6 Products and services with environmental features (e.g. organically produced, eco-labeled, eco-designed, 335

with an important recycling content) )
7 Environment-related professional services (consulting, resource and energy efficiency audits, engineering, 6.1

research and analysis) )
8 Other 43.1
Number of respondents 45

1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6

1 | Recycled materials 0.0 0.0 8.8 27.3 0.0 10.9
2 | Renewable energy 0.0 0.0 0.0 0.0 0.0 10.9
3 Energy efficiency 0.0 4.8 0.0 0.0 0.0 0.0
4 Pollution control technology 29.5 0.0 25.7 8.9 0.0 28.3
5 | Waste treatment (excluding disposal) 27.1 0.0 0.0 28.0 0.0 5.2

Products and services with environmental features (e.g.
6 organically produced, eco-labeled, eco-designed, with an 20.9 0.0 56.7 17.7 | 100.0 28.7

important recycling content)

Environment-related professional services (consulting, resource
! and energy efficiency audits, engineering, research and analysis) 0.0 48 0.0 184 0.0 0.0
8 | Other 51.9 90.5 345 | 55.0 00| 374
Number of respondents 7 3 8 11 2 14

I11. ENTERPRISES, % of respondents
Micro Small Medium

1 Recycled materials 13.1 15.2 0.0
2 Renewable energy 4.4 0.0 0.0
3 Energy efficiency 0.0 0.0 2.6
4 Pollution control technology 19.5 18.6 104
5 Waste treatment (excluding disposal) 6.1 25.3 64.9
6 Products and services with environmental features (e.g. organically produced, 267 6.1 291

eco-labeled, eco-designed, with an important recycling content) ' ' )
7 Environment-related professional services (consulting, resource and energy 0.0 10.7 64.9

efficiency audits, engineering, research and analysis) ' ' )
8 Other 29.8 69.1 64.9
Number of respondents 23 18 4
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Q21. Which type of external support does your company get for its production of green products or
services? (If Q19 01-02) Multiple answers possible

I. TOTAL, % of respondents

1 Public funding (grants or guarantees) 2.9
2 Private funding from banks or investment companies 0.0
3 Private funding from friends and relatives 4.2
4 Advice or other technical assistance from government authorities 2.7
5 Advice or other technical assistance from private consulting and audit companies 4.5
6 Advice or other technical assistance from business associations or business customers (larger 56
companies) )
7 Other 12.5
8 None 73.0
Number of respondents 45
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 | Public funding (grants or guarantees) 0.0 0.0 0.0 0.0 0.0 10.9
2 | Private funding from banks or investment companies 0.0 0.0 0.0 0.0 0.0 0.0
3 | Private funding from friends and relatives 0.0 0.0 0.0 0.0 0.0 16.1
4 | Advice or other technical assistance from government authorities 0.0 0.0 16.9 0.0 0.0 0.0
5 Adv_lce or otht_ar technical assistance from private consulting and 8.5 0.0 16.9 0.0 0.0 17
audit companies
Advice or other technical assistance from business associations or
6 business customers (larger companies) 0.0 0.0 16.9 8.9 0.0 0.0
7 | Other 0.0 0.0 0.0 8.9 50.0 | 21.7
8 | None 915 | 100.0 | 83.1| 823 50.0 | 49.6
Number of respondents 7 3 8 11 2 14
I11. ENTERPRISES, % of respondents
Micro Small Medium
1 Public funding (grants or guarantees) 4.4 0.0 0.0
2 Private funding from banks or investment companies 0.0 0.0 0.0
3 Private funding from friends and relatives 4.4 4.6 0.0
4 Advice or other technical assistance from government authorities 4.2 0.0 0.0
5 Advice or other technical assistance from private consulting and audit 6.1 15 0.0
companies
Advice or other technical assistance from business associations or
6 . . 8.5 0.0 0.0
business customers (larger companies)
7 Other 19.1 0.0 0.0
8 None 61.8 93.9 100.0
Number of respondents 23 18 4
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Q22. What are the main reasons why you offer or plan to offer green products or services? (If Q19
01-03) Maximum three answers

I. TOTAL, % of respondents

1 Demand from domestic customers 44.4
2 Demand from foreign customers 15.7
3 Company’s image 46.9
4 Subsidies or other government support 3.8
5 Tax incentives 0.0
6 Company’s core values 31.9
7 Creation of a competitive advantage and/or business opportunity 30.2
8 Other 15.1
Number of respondents 79
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 Demand from domestic customers 64.7 91| 371 | 328 | 52.7 | 525
2 Demand from foreign customers 00| 955 | 222 5.1 55| 34.1
3 Company’s image 62.8 91| 47.0 ] 373 | 29.1 | 59.6
4 Subsidies or other government support 0.0 0.0 7.3 0.0 | 23.6 0.0
5 Tax incentives 0.0 0.0 0.0 0.0 0.0 0.0
6 Company’s core values 28.0 45| 35.0 | 43.2 0.0 ] 315
7 Creation of a competitive advantage and/or business opportunity 24.1 00| 359 | 26.8| 23.6 | 38.3
8 Other 11.2 0.0 9.9 | 242 | 23.6 7.4
Number of respondents 13 4 18 18 5 21
I11. ENTERPRISES, % of respondents
Micro Small Medium
1 Demand from domestic customers 42.8 53.2 21.8
2 Demand from foreign customers 14.4 17.2 21.8
3 Company’s image 55.4 33.8 20.8
4 Subsidies or other government support 2.4 7.8 0.0
5 Tax incentives 0.0 0.0 0.0
6 Company’s core values 28.9 32.3 60.4
7 Creation of a competitive advantage and/or business opportunity 35.2 19.5 27.4
8 Other 14.3 12.6 34.0
Number of respondents 41 26 12
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Q23.What type of support would help you most to introduce green products or services? (If Q19 03-

04)

I. TOTAL, % of respondents

1 Financial incentives 28.8
2 Better access to finance 25.6
3 Technical advice and consultancy service for the development of these products and services 15.8
4 Assistance with identifying potential markets or customers for these products or services 12.0
5 Other 6.5
6 None 11.3
Number of respondents 355
I1. INDUSTRY SECTORS, % of respondents
1 2 3 4 5 6
1 Financial incentives 36.0 40.4 31.1 21.5 33.8 26.4
2 Better access to finance 318 | 242 | 288 | 26.2| 244 | 227
Technical advice and consultancy service for the development of
3 these products and services 00 112 18.1 155 141 ) 210
4 Assistance with !dentlfylng potential markets or customers for these 24.0 6.7 89| 193 60| 114
products or services
5 Other 7.6 11.2 4.7 6.0 7.7 6.2
6 None 0.6 6.3 8.3 11.5 14.1 12.4
Number of respondents 20 16 65 97 79 78
I11. ENTERPRISES, % of respondents
Micro Small Medium
1 Financial incentives 29.8 26.3 26.0
Better access to finance 24.1 29.8 25.3
3 'Sl'gr(ilrilgécsal advice and consultancy service for the development of these products and 16.8 12.1 20.4
4 As&_stance with identifying potential markets or customers for these products or 12.0 11.8 13.9
services
5 Other 6.1 8.1 4.6
6 None 11.2 11.9 9.8
Number of respondents 229 91 35
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ANNEX 2: GREEN CERTIFICATION SCHEMES FOR SMES IN THE HOSPITALITY SECTOR
IN GEORGIA

1. Introduction

SMEs in Georgia make up to 94.1% of all enterprises, with the hospitality sector accounting for 4.8%
of all SMESs®. Four main sub-sectors are distinguished based on the differences of their business models
and the average size of SMEs:

e Hotels and large accommodations (hotel-type accommodations that provide more than 25
rooms);

e Hostels and guest houses;
e Restaurants, cafes and bars; and
e  Eco-tourism providers.

Developing the hospitality sector is one of the current priorities of the Georgian government. Its
importance is growing with the expansion of tourism in Georgia. Over the last decade, the country’s
infrastructure has been improved, facilitating access to remote rural tourist destinations, creating new
opportunities for local hospitality businesses. The number of foreign visitors to the country reached 5.5
million people in 2014, growing by 2% from the previous year, after a steep increase by 57% in 2012.
Raising the environmental profile of the sector and promoting eco-tourism is likely to attract even more
foreign tourists and contribute to the growth of domestic tourism. One of the key instruments for doing so
is green certification.

Certification is defined as “a voluntary procedure that assesses audits and gives written assurance that
a facility, product, process or service meets specific standards; it awards a marketable logo to those that
meet or exceed baseline standards.”® Green certification schemes are applied to an entire business model
and, unlike eco-labels that target green products, promote green business practices of an enterprise. A
green certification scheme can bring important new business opportunities provided by resource and
energy efficiency practices that constitute the basis of an environmental business model. In addition to
saving money on energy and resource use, enterprises that are part of a green certification scheme will
improve their image and attract more customers and, therefore, enhance their market position. Participants

® “SME Policy Index. Eastern Partner Countries: Assessing the implementation of small business act for Europe”,
OECD, 2014.

" “Georgian tourism in figures: Structure and industry data”, Georgian National Tourism Administration, 2014.

8 “Protecting Paradise: Certification Programs for Sustainable Tourism and Ecotourism”. Honey, M. and Rome, A.,
Institute for Policy Studies, 2001
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of green certification schemes also benefit from extra publicity, as their promotional materials and detailed
information are made available on the website of the accrediting organisation.

Such schemes are relatively easy to apply to the hospitality sector due to comparability of activities of
enterprises in the sector. Green certification schemes should be designed carefully so that the enterprise’s
costs of certification, including audit and certification fees as well as the cost of compliance with the
certification criteria, do not exceed the commercial benefits of obtaining a green certificate. This is
particularly important in view of SMEs’ lack of knowledge and human resources required to undertake
environmental improvements. However, the introduction of a green certification scheme can be
challenging. One major constraint is the limited capacity of SMEs (time, human resources) to fully
implement the scheme.

This guidance focuses on the design and coverage of a green certification scheme, as well as award
criteria and institutional arrangements for its implementation.

2. Design and coverage of green certification schemes

The design and coverage of a green certification scheme should take into account the nature of
tourism sub-sectors: hotels, smaller guest houses, restaurants, cafes and bars or eco-tourism providers,
drawing on best international practices. A multi-level structure of the scheme would facilitate the gradual
adoption of these practices by SMEs in the hospitality sector.

The hospitality sub-sectors in Georgia have different business models, depending on the main activity
of the enterprise (providing accommodation, catering, outdoor activities). These different activities have
their own environmental considerations and best practices. Internationally, green certification schemes
either concentrate only on one type of tourism activities (e.g. the Green Star Hotel label in Egypt is
designed specifically for hotel industry in Egypt), or cover a wide variety of tourism sub-sectors (e.g.
Green Globe certifies the travel industry sector from cruise ships and golf courses to tour operators,
accommodation and management companies). This guidance recommends a consolidated green
certification scheme with one logo applied to all the sub-sectors. In designing this scheme, common
baseline standards and requirements should be combined with the sector-specific ones.

To simplify SMEs’ entry to the green certification scheme, this guidance suggests three levels of
certification for hospitality sub-sectors. Each level should be measured by a performance-based set of
criteria. The first level should include only basic environmental criteria, whereas to obtain the highest level
an enterprise would need to implement further steps in greening its business model. Three types of criteria
should be distinguished: mandatory criteria for the entire hospitality sector, divided into three progressive
levels; core sub-sector criteria that reflect the specifics of businesses within the hospitality sector, also
divided into three progressive levels; and optional criteria that will allow enterprises to tailor the
certification scheme to their business operations, provided as a common list.

Depending on the preferences of businesses, the accreditation body, key governmental institutions
(the Ministry of Economy and Sustainable Development and the Ministry of Environment and Natural
Resources Protection) and consumer organisations, the levels could be designated as silver, gold and
platinum, one to three green stars, or any other distinct marker or symbol.
3. Institutional arrangements

This section addresses institutional arrangements of two phases: design of the green certification
scheme and its implementation.
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3.1 Institutions and stakeholders

The accreditation body needs to be established through a public-private partnership between the
competent government authorities and a major SME association in the hospitality sector in Georgia.
Choosing such institutional set-up at the very beginning of the scheme’s design is fundamental to its
success. This will raise the credibility of the scheme and its criteria, address industry’s scepticism avoid
inefficient bureaucratic processes and help attract private sector funding. The accreditation body will
regulate procedures for awarding green certifications and interacting with participating enterprises
throughout the implementation process. The Georgian Tourism Association (GTA) is the biggest
association within the hospitality sector in Georgia, with a focus on improving the business environment in
the domestic tourism sector, as well as capacity building. It has already committed itself to increasing
public-private partnerships in the hospitality sector, contributing to nature protection and to projects on
strengthening sustainable tourism development in Georgia, and, therefore, would be the most suitable
candidate to carry out the functions of an accreditation body for the certification scheme.

The green certification scheme should receive support from the National Tourism Administration
(NTA). The NTA, subordinated to the Ministry of Economy and Sustainable Development, monitors the
trends in the hospitality sector’s growth and development and “ensures sustainable tourism development”.
In addition, the data obtained from the NTA’s annual and quarterly studies of the hospitality industry
market can serve as a solid background for the design phase of the scheme’s development. The
collaboration between the GTA and the NTA could be conducive of the success of the certification scheme
and be attractive to local tourism businesses. The involvement of the Ministry of Economy and Sustainable
Development, the Ministry of Environmental and Natural Resources Protection as well as the Agency for
Protected Areas would ensure the credibility of, and financial support for, the scheme. Consultations with
local NGOs and consumers should also be institutionalised.

3.2 Design phase

First of all, the GTA, or any other appointed accreditation institution, would need to establish an
accreditation board for the green certification scheme, which would include, among others, representatives
of the NTA, the Ministry of Economy and Sustainable Development (Department of Sustainable
Development), the Ministry of Environmental and Natural Resources Protection (Department of Integrated
Environmental Management), the Agency for Protected Areas, local hospitality SME Associations and
NGOs. The accreditation board would oversee the scheme’s development and implementation and verify
the transparency of the scheme’s procedures and financial management.

The accreditation board should order a baseline assessment of the relevant environmental legislation
and a market assessment of the hospitality sector. It should also consider and approve the procedure and
criteria for awarding environmental certifications, as well as an audit protocol with quantitative and
qualitative checklists. Finally, it should endorse a medium-term (e.g. 5-year) financial plan, which will
need to cover the green certification scheme’s start-up and operating costs: design (criteria, logo, etc.),
website development and maintenance, promotional materials and campaigns, training of auditors,
participating enterprises, etc. Funds to support the scheme could come from a combination of public (NTA
funding) or private (the GTA’s network of private partner companies) sources, as well as from
participation fees. Internationally, most successful schemes are co-financed by the government and
multiple private partners. Active GTA members could also benefit from discounted fees for the
certification scheme (in addition to the regular annual association membership fees). It is also advised to
differentiate the participation fees based on the size (annual revenue) of participating enterprises. The
financial plan should envisage initial public-private funding in the design phase, with increasing revenues
from participation fees in the implementation phase.
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A green certification scheme’s website could be based on a new or the existing GTA web platform.
The website should contain detailed and easily accessible information on the scheme, the application
process, fees, criteria, and participating enterprises.

3.3 Implementation phase

Once the criteria and procedures for green certification are in place, the accreditation organisation
would conduct audits and issue green certificates on a continuous basis. Trainings for participating SMEs,
covering the certification procedure and criteria, should be available locally and scheduled at least three
times a year. Additional workshops on best practices and possible improvements of the scheme could also
be conducted annually. Those enterprises that have already been trained and implemented will be able to
share their experience during such events and provide feedback on the green certification scheme’s design,
coverage and criteria. The green certification scheme should be actively promoted through various
channels: websites of the NTA, Enterprise Georgia, the Green Growth Initiative, printed promotional
materials, local and international workshops and seminars, as well as through the GTA network.

Box 1. Green certification schemes around the globe

Green Hospitality Award (Ireland) — The Green Hospitality Award (GHA) is an umbrella brand that includes
voluntary environmental certification schemes and eco-labels for various hospitality industry sub-sectors.

Institutional set-up: Certifying organisation — Environmental Protection Agency (EPA); partner organisations —
National Tourism Development Authority (Failte Ireland), Tourism Ireland, Sustainable Authority of Ireland, Enterprise
Ireland, Irish Hotels Federation, Irish Hospitality Institute, and Restaurant Association of Ireland.

Application process: Enterprises conduct a self-assessment and prepare all verification documentation. Upon
payment of fees, the GHA conducts an audit and issues a certificate. Audits are conducted every 3 years to ensure
compliance with GHA criteria.

Certified businesses: Hotels and large accommodation providers (including resorts and clubs), B&B's,
guesthouses, self-catering and other accommodation, restaurants and bars, eco-tourism providers, attractions and
activities, leisure centres and spas, SMEs - suppliers to the hospitality sector.

Levels of certification: Award (a good standard), Gold (best practice), Platinum (world class best practice,
available for hotels only). Criteria becomes stricter with each level.

Fees/funding: The EPA provides funding through its Green Business Initiative. This funding is designed to help
promote the award across the hospitality sector. For example, annual fees for small enterprises (revenues under EUR
75,000 per annum) are EUR 395 for the first year and EUR 295 thereafter.

Green Key (international, headquarters in Denmark) — The Green Key programme was founded in Denmark
and later became a programme of the Foundation for Environmental Education (FEE). It targets strengthening of the
tourism and leisure industry, environmental protection, green marketing and education of staff.

Institutional set-up: Certificates are issued by the Green Key National or International Jury. The National Jury
includes representatives of the environment, health and tourism ministries, the tourism association, the association of
local authorities, association of hotels and campsites, education and environmental experts.

Application process: An enterprise sends in application documents, receives and audit, on the basis of which the
decision on issuing the certificate is made by Green Key National or International Jury.

Certified businesses: hotels, hostels, campsites, small accommodations (B&Bs, eco-lodges, eco-farms, etc.),
attractions, restaurants.

Levels of certification: no levels applicable, a point system corresponding to the percentage of criteria attained.
Fees/funding: funded by corporate partners, fees differentiate depending on the country/ region.
Green Globe Certification (international, headquarters in Australia) — Green Globe, operated in over 40

countries around the world, includes a structured assessment of the sustainability performance of travel and tourism
businesses and their supply chain partners.
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Institutional set-up: Differs by country and region, audits are conducted by third-party certified auditors.

Application process: Application form is submitted via the website, fees are paid to finish the registration (one
year membership), advice on green practices is given to the applicant, a certificate is awarded following an audit.

Certified businesses: Attractions, meeting venues, cruise ships (river and ocean), golf courses, hotels, resorts,
restaurants, spa and health centres, transportation services and car rentals, tour operators).

Levels of certification: Member (all requisite criteria), Gold Member (members certified for 5 consecutive years),
and Platinum Member (members certified for 10 consecutive years).

Fees/funding: Funded through participation fees, depending on the origin and size of the company (from USD
750 for companies with under 10 employees to USD 5 000 USD for companies with over 250 employees).

Sources: www.ghaward.ie, www.greenkey.global, greenglobe.com

4. Certification procedure

An enterprise wishing to obtain a green certificate would need to choose the level most appropriate
for its current business operations. As a preparatory step, the enterprise should be encouraged to conduct a
self-assessment. Self-assessment instructions should be available on the green certification scheme’s
website. Applicants would be required to send a filled application form (available online) to the
accreditation board.

The application form should be evaluated by the accreditation board upon payment of annual
participation fees. The applicant should be informed about available trainings (including dates and
locations). An auditor appointed by the accreditation board should be sent to evaluate the performance of
the applying enterprise and check whether all criteria for the specified level have been attained. A
certificate should be awarded within one month of the audit. The audit report should be available through
the green certification scheme’s website.

During the first three years following the certification, participating enterprises should be audited
annually. Thereafter, audits should be conducted every three to five years. A participating enterprise
should, however, produce and send to the accreditation board an annual report on the fulfilment of the
certification criteria.

5. Certification criteria

Certification requirements are established through performance-based award criteria. In order to avoid
“greenwashing”, when companies use green certification labels that are not based on internationally or
nationally recognised standards, the requirements should be transparent (available to the public), strict but
realistic, and approved by national competent authorities (the Ministry of Environment and Natural
Resources Protection and/or the standardisation agency). They should also be consistent with the national
legislation. It is recommended to review the criteria annually during the first three years of the scheme’s
implementation and every five years thereafter.

In general, enterprises should be asked to demonstrate effective environmental management by
implementing an environmental management system tailored to the capacity of an SME (Box 2); and
maximisation of benefits for the environment and minimisation of negative impacts by introducing resource
and energy efficiency measures and other practices that help preserve the environment in local areas while
reducing pollution, waste generation, noise, damage to ecosystems, etc.

The criteria should reflect both the differentiation between hospitality sub-sectors and the multi-level

approach to certification. The suggested criteria are divided into three categories: mandatory, sub-sector
core and sub-sector optional. Figure 9 illustrates the types of criteria by level. For example, a guest house
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wishing to obtain a Level 1 certificate would need to comply with mandatory criteria for Level 1 and
“Hostels and guest houses” sub-sector criteria for Level 1 and choose several criteria form the list of
optional criteria. If this guest house decided to further apply for Level 2 certification, it would need to
satisfy all the criteria for Level 1 and comply with mandatory criteria for Level 2 and “Hostels and guest
houses” sub-sector criteria for Level 2 and choose several criteria form the list of optional criteria, in
additional to the one chosen for Level 1.

Box 2. A simplified environmental management system (EMS)

A simplified EMS offers a feasible solution for SMEs that are willing to improve their environmental performance.
This approach can be adjusted to specific needs of an SME while taking into account other factors the enterprise
needs to cope with in its day-to-day activities. Generally, a simplified EMS comprises several steps/levels that allow
an enterprise to get recognition for attaining the corresponding requirements. Core elements of a simplified EMS are:

Level 1: Framework for environmental action — demonstrate management commitment; conduct baseline
assessment; draft environmental policy; identify applicable environmental legal requirements; identify other
environmental norms (codes of practice, industry standards, contractual requirements); structure all requirements by
type of activity; analyse actual level of compliance; design operational control procedures to address non-compliance.

Level 2: Coherent environmental programme — evaluate aspects and impacts; make environmental policy more
specific; develop objectives and targets for environmental performance; develop environmental performance
indicators; define specific environmental management programmes (designate responsibilities, timeframes and
resources); establish a training programme.

Level 3: Full EMS implementation - finalise internal environmental management structure; establish clear
internal and external communication practices; put in place documentation and record-keeping arrangements;
establish internal audit procedures; review and communicate audit findings; ensure continuous improvement of
environmental performance.

Source: “Promoting better environmental performance of small and medium-sized enterprises in Armenia”,
OECD 2015

Figure 9. Green certification scheme levels

Level 1 Level 2 Level 3
Demonstrated Sound environmental Excellent
Mandatory commitment to green policy in place, environmental
criteria the business model compliant with performance and goes
national environmental beyond compliance
Reduces core Best green practices

Sub-sector

. . . . o Leads by example

L environmental impacts implementation within L

core criteria . . within the sub-sector
of business operations sub-sector

! 4 !

Optional criteria should be attained: at least three criteria per level
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Mandatory criteria are applicable to all enterprises within the hospitality sector. Mandatory criteria
are built around five pillars: EMS, water, waste and energy management and green purchasing. They
should be classified in three certification levels, where the third level is the strictest.

Sub-sector core criteria should differ across the sub-sectors and, similarly to the mandatory criteria,
should get stricter with the higher level of certification.

Sub-sector optional criteria should also be part of the scheme. The common list of optional criteria
should be presented for the entire hospitality sector. A participating enterprise would need to choose at
least three criteria from the list of optional criteria for Level 1, six for Level 2 and nine for Level 3 (if an
enterprise already attained Level 1, it should maintain the optional criteria selected for this level and
choose three new optional criteria to attain Level 2). Another possibility for an enterprise to add optional
criteria could be to select from the list of mandatory or sub-sector core criteria of the higher level. For
example, if an enterprise is wishing to obtain Level 1 certification, it can choose optional criteria from the
list of Level 2 mandatory or sub-sector core criteria. This, however, will not be possible for enterprises
applying for Level 3 certification.

Combining all three types of criteria allows the certification scheme to address the specifics of
businesses within each hospitality sub-sector. The specific level should be considered attained if the GTA
accreditation board judges that an enterprise fulfilled all the criteria for that level, based on the audit
assessment results and documents provided by the applicant.

Table 1 presents an extensive list of suggested mandatory, sub-sector core and optional criteria. They
are based on the certification standards of the Green Hospitality Awards programme, the Green Key
programme and the Sustainable Tourism and are adapted to the Georgian context. Some enterprises in the
hospitality sector might have already undertaken measures corresponding to several criteria (e.g. double-
glazed windows) to save money or comply with local or national regulations.

Mandatory criteria should be universal for the entire hospitality sector and be based on Georgian
environmental legislation. The highest level should go well beyond the environmental standards. In
addition to the five pillars (EMS, water, waste and energy management and green purchasing), the third
level could include criteria addressing environmental education within local communities.

The criteria differentiation for hospitality sub-sectors should evolve around the main business activity
of an enterprise. For hotels, hostels and guest houses — providing accommodation, for restaurants, cafes
and bars — catering, and for eco-tourism — outdoor activities.

Hotels

Hotels are the largest accommodation providers within the hospitality sector in Georgia. The criteria
for this sub-sector cover a bigger variety of aspects than for hostels and guest houses. In general, hotels use
more energy, water and other resources and produce more waste. Additionally, they usually offer catering
services, which should also be addressed when setting the criteria.

Hostels and guest houses

The core sub-sector criteria need to include some requirements for premises. For example, double
glazed windows for new buildings, well insulated doors, and other heat conservation measures.
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Restaurants, cafes and bars

The business operations of restaurants, cafes and bars concentrate on food and beverage provision to
consumers. Specific criteria for this sub-sector should address food waste disposal as well as one-time use
food packaging for deliveries and take-outs (where applicable).

Eco-tourism providers

Since 2009, several projects on eco-tourism have already been implemented by the GTA. The GTA
should work closely with the Agency of Protected Areas to set the eco-tourism criteria. It should build on
the results achieved by the projects “Sustainable Tourism Development in Protected Areas” (2009) and
“Enhancing Sustainability of Tourism Development in Protected Areas of Georgia” (2010), which
recommended increased involvement of local population in the development of sustainable tourism
products in protected areas, environmental and traditional livelihood education, and improved marketing of
sustainable tourism potential in Georgia.

In general, to attain the sub-sector core criteria eco-tourism providers should focus on:

e Demonstrating that the main principles of eco-tourism are established and closely followed
(explained in written document such as an eco-tourism guide).

e Demonstrating the knowledge of natural and cultural heritage of the operating area and
conveying this knowledge to customers.

e  Contributing to conservation of the local natural capital and environment.

e  Promoting the conservation and recycling principles to customers.
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Table 1.Green certification scheme: criteria by level

Sub-sector/criteria

Level 1

Level 2

Level 3

Mandatory criteria

e EMS documentation, including a signed
environmental declaration and stated policy
is published and displayed for customers.

e Core legislative national and local
requirements are complied with.
® Environmental/green coordinator is

appointed and trained.

e Environmental/green file is created. The file
contains information on green actions
conducted by an enterprise.

e Data on environmental impacts of business
(waste, water and energy use) is collected
and monitored.

® Overall review of business is conducted and
possible  environmental actions and
improvements are identified.

® \Waste separation programme is identified.

® Only waste collectors with valid permits are
used.

® Active process is in place to identify water
leaks.

e Water flows from showers, toilets, wash
basins are measured (where applicable).

® The list of major energy using equipment is
in place.

e All lights in use are listed, including their
type, class, wattage and estimated time in
use annually.

® The enterprise understands how heating and
cooling is distributed throughout the building.

® Green/sustainable purchasing policy is in
place.

e Al mandatory Level 1 criteria are

complied with.

e EMS documentation is complete,
comprehensive, well presented with
detailed benchmarking information.

e Green certificate is displayed in a
public area of the business.

e All legislative
environmental
complied with.

national and local
requirements are

e Data on environmental impacts of
business (waste, water and energy
use) are analysed and presented
annually to the accreditation board.

e Steps are taken to minimise waste
throughout the property and are
documented (including reducing waste
packaging from suppliers).

e E-mail and internet are used for most
communications with customers.

e Staff are trained to turn equipment off
when it is not required.

e \Waste separation
implemented.

programme s

e Public pathways outside the premises
are kept free of litter.

e All identified water leaks are treated on
the premises.

e The list of all energy using equipment
is in place.

e Total water consumption is registered
at least bi-annually.

e All mandatory Level 1 and 2 criteria
are complied with.

e An  enterprise  goes
legislative  national and
environmental requirements.

beyond
local

e Analysis of data on environmental
impacts of business (waste, water
and energy use) is used to go
beyond compliance.

e Energy use is registered at least
monthly.

e Any new energy-using equipment is
purchased based on best energy
efficiency standards.

e Suppliers are selected according to
their environmental policy.

e All employees are trained and aware
of enterprises’ green practices and
demonstrate their knowledge where
applicable.

e Total water  consumption is
registered at least monthly.

e All wastewater is treated.

e Hazardous waste (batteries, fluo

compact bulbs, paint, chemicals,
etc.) are secured in separate
containers and brought to an

approved reception facility.
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Sub-sector/criteria

Level 1

Level 2

Level 3

Hotels

e Staff are trained not to exceed
recommended amounts of detergent and
disinfectant indicated on the package.

e Guests are given opportunity to separate
waste according to local systems.

e Adequate information on how to help the
business save water is provided to guests.

® Regular inspection and assessment of air-
conditioning systems is in place.

e All windows in rooms have an appropriate
high degree of thermal insulation (except
where planning restrictions apply).

e |f heating or air conditioning does not switch
off automatically when windows are open,
easily visible information is provided
reminding the guests to close window if
heating or air conditioning is on.

e |[f there is no automatic switch off (or
electronic key card) for lights in the room,
easily visible information is provided to
guests asking them to turn off the light when
leaving the room.

® 50% of all light bulbs within the property are
energy efficient.

® Maintenance and servicing of boilers are
carried out at least annually.

® Toilets are managed so that there are no
leaks.

® | egislation regarding toxic elements within
enterprise’s’ premises is respected.

® Organic food is identified and promoted on
all menus.

e All sub-sector core Level 1 criteria are
complied with.

e Extensive annual report on the
environmental activities of the business
is produced.

® The use of “one-use” or “single-portion”
packaging for food items is minimised.

e Unless required by law, none of the
“one-portion” or “one-use” toiletries
disposable products are used in rooms.

e Towel and linen reuse programmes are
in place, and advisory information to
guests is visibly displayed.

e External heating appliances operate on
a zero-carbon output basis.

e Any new boiler (heat generator)
purchased within the businesses has a
high level of efficiency.

e Toilets are either dual flush or steps
are taken to reduce the volume of
water in the cisterns.

e Efficiency of existing boiler(s) (heat
generator) complies  with  strict
efficiency standards.

e Any newly installed heating of air
conditioning system is designed so that
it turns off if windows are opened in
guest bedrooms.

e Timers and controls are in place to
avoid continuous operation of pool
water features.

®65% of all light bulbs within the
property are energy efficient.

e All sub-sector core Level 1 and 2
criteria are complied with.

e Air  conditioning in  bedrooms
switches off automatically when
windows are open.

® “One-use” or “single-portion”
packaging for food items is not used.

¢ 80% of all light bulbs within the
property are energy efficient.

® 100% of all light bulbs likely to be
turned on for more than 5 hours are
energy efficient.

® | eisure centres’ swimming pools
have thermal covers in use nightly
and when the centre is closed for
use.
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Sub-sector/criteria

Level 1

Level 2

Level 3

Hostels and guest
houses

® Double-glazed windows are used in new
building(s).

e Energy saving light bulbs are used where
possible.

e | egislation regarding polluting elements
within enterprise’s’ premises is respected.

® Buildings are well insulated.

® Toilets are managed so that there are no
leaks.

e All sub-sector core Level 1 criteria are
complied with.

e External heating appliances do not use
fossil fuels.

e Energy efficient bulbs are used in all
areas where bulbs are on for more than
5 hours daily.

® Towel reuse programme is in place.

® An enterprise choose energy efficient
refrigerators, dishwashers, washing
machines and office equipment.

¢ 50% of all light bulbs within the
property are energy efficient.

e Use of individual toiletries is restricted.

e Toilets are either dual flush or steps
are taken to reduce the volume of
water in the cisterns.

e All sub-sector core Level 1 and 2
criteria are complied with.

® | inen reuse programme is in place.
¢ Low-flow showers are in use.

e 75% of all light bulbs within the
property are energy efficient.

® “One-use” or “single-portion”
packaging for food items is not used.

Restaurants, cafes and
bars

® Organic food is identified and promoted on
all menus.

® Refrigerators are positioned and regulated
according to energy saving principles.

® Toilets are managed so that there are no
leaks.

e All sub-sector core Level 1 criteria are
complied with.

e “One-use” or “single-portion”
packaging for food items and any
disposable food service items use is
minimised.

e All new refrigerators, dishwashers and
cooking equipment is purchased based
on energy efficiency principles.

e Energy efficient bulbs are in use in all
areas where bulbs are on for more than
5 hours daily.

® Toilets are either dual flush or steps
are taken to reduce the volume of
water in the cisterns.

e All sub-sector core Level 1 and 2
criteria are complied with.

® “One-use” or “single-portion”
packaging for food items and any
disposable food service items are not
in use.

Eco-tourism providers

e Environmental and cultural awareness
campaign is designed and customers are

e All sub-sector core criteria Level 1 are
complied with.

e All sub-sector core Level 1 and 2
criteria are complied with.
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Sub-sector/criteria Level 1 Level 2 Level 3
advised. e Environmental and cultural awareness | ® Conservation and recycling
e Knowledge of natural and cultural heritage of campaign is fully implemented. principles  are  promoted  to
the operating area is demonstrated and customers,  partner  hospitality

conveyed to customers.

e Memorable interpretative materials that help
raise awareness of Georgia’s environmental
assets are promoted to customers.

e The enterprise contributes to
conservation of the local natural capital
and environment.

e External heating appliances do not use
fossil fuels.

e Energy efficient bulbs are in use in all
areas where bulbs are on for more than
5 hours daily.

establishments.

® An enterprise is actively promoting
its practices on conservation of the
local natural capital and
environment.

Optional criteria

Environmental management system, green purchasing, biodiversity, culture and social responsibility:

® At least 70% of all chemicals, detergents, soaps, toiletries etc. should be environmentally friendly (certified, if possible) and are fully

biodegradable.

® Bicycles are provided for customers.

e Guest comment cards or satisfaction questionnaires include environmental questions and feedback questions on environmental

performance of the enterprise.

e Disinfectants are used only where necessary in order to comply with hygiene requirements.

® At least some of such practices as car-free and public transportation promotion, and promotion of “carbon free” packages to guests

are introduced.

e Suppliers are asked for their environmental policies, and supplier selection is based on their environmental performance.

Waste management:
® The use of bottled water is minimised.

® Cooking oil is purchased in bulk.

® Battery collection point is provided for visitors.

® Recycled paper is used.

® Reusable printer cartridges are used.

o Composting system on site for all food waste is in place.

Water management:

e Rain water is saved and used for non-drinking purposes.

54




ENV/EPOC/EAP(2015)14

Sub-sector/criteria Level 1 Level 2 | Level 3

e Taps in washbasins have reduced flows.

e Toilets have reduced flows/timers installed.

e Recycled water is collected and used for non-sanitary and non-drinking purposes.

e Washing machines used in the accommodation are managed with water use reduction techniques.

e Low-impact chemical free cleaners such as microfiber are used.

Energy management:

e Building(s) is/are well insulated.

e Boilers and water tanks are well insulated.

e Windows are at least double glazed.

e Green electricity is used (if available).

e Automatic light controls are in place.

e Heating is thermostatically controlled.

® A share of electricity is generated through renewable energy sources (at least 20%).

e The building has insulation above the minimal national requirements, to ensure a significant reduction of energy consumption.
® Business chooses energy efficient refrigerators, dishwashers, washing machines and office equipment.

e Automatic systems which turn the lights off when guests leave their rooms are installed in at least 80% of the guest rooms.

e Unnecessary outside lights are turned off automatically.

e Heating/cooling is zoned into different areas, depending on the use of the premises, each controlled separately by a thermostat.

e Heat recovery system is in place for any of the following categories: refrigeration systems, ventilation/air handling, washing
machines, dishwashers, swimming pool(s), sanitary waste water.

® The temperature in every room is individually regulated.

® Sensors/timers are installed in all areas to control lighting.
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