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Introduction

UNDP/GEF in cooperation with Georgian Government has initiated a project Expansion and
Improved Management Effectiveness of the Ajara Region's Protected Areas (PAs). The project
is designed to enhance the management effectiveness, biogeographically coverage and
connectivity of Protected Areas of the Ajara Autonomous Republic of Georgia, including
Mtirala and Machakhela National Parks and Kintrishi Protected Areas, in order to better
conserve the globally unique Colchic Forests (temperate rainforest). The area is of
biodiversity importance because of being a humid Pliocene flora refugium, having a high
proportion of narrow-ranged (local endemic) plants, a high percentage of endemic fauna, as
being a well-known bottleneck for migratory birds. The project supports the Agency of
Protected Areas (APA) of Georgia under the Ministry of Environment and Natural Resources
Protection (MENRP) to bring about the functional operation of Machakhela National Park
(legally established in 2012) which will form the lastlink in a chain of 4 protected area units
established to conserve the Colchic forests of the region (i.e. Kintrishi, Mtirala and
Machakhelain Georgiaand Jamili in Turkey).

The project aims to build the sustainable basis for the conservation and appropriate use of
Colchic forests in and around the mentioned PAs in Ajara. Key parts of building this
sustainability are believed to be recognition of the PAs environmental, economic and socio-
cultural values and ensuring sustainable basis for adequate financing of PA system. For this
purpose the project team has initiated an assessment of ecosystem service values and
benefits of the Ajara PA system (Kintrishi, Mtirala and Machakhela NPs). Objective of this
exercise is twofold:

e Firstly, to provide a sound and realistic economic, social and cultural
justification for ongoing state investments in the Protected Areas (to strengthen the
biodiversity case), and

¢ Secondly, to help identify possible options for generating sustainable sources
of non-state budget financing for the PAs. This should provide the basis for subsequent
work by the project on development of sustainable financing aspects of the projectand
development of PA “business” or investment plans for the target PAs.

To meet objectives of the exercise three consecutive and interlinked studies were undertaken
by the consultantin the period between August 2015- February 2016:

- Review of existing studies and work undertaken in Georgia regarding the valuation
of ecosystem services was carried out by the consultant in August 2015. The study provided
information on how the results of the valuation studies have been applied in practice in the
context of PA management and financing. The study also identified the key economic, local
livelihood and socio-cultural values in the target PAs on which the economic assessment
could have focused and italso proposed the methodologies for assessing the values;

-Field level survey and assessment of values and benefits of ecosystem services
provided by the target Ajara PAs was undertaken by the consultant in August-December,
2015. The study identified ecosystem services, including provisioning, regulating, habitat
and cultural services of the target Ajara Protected Areas which are critical for the livelihood of
local people, wellbeing of people outside the PA boundaries, economic development of the
Ajararegion and global society atlarge. The study also attempted to assess the significance of
the ecosystem services and provided, where it was possible, economic valuation of benefits
associated with them.

- A study on options for generating sustainable revenues for the target PAs in Ajara
and for communities living in and around them was undertaken in the period November-
December 2015. The study identified the revenue generation options and attempted to




analyze the relevance of the options in the context of current legal and political frameworks
and socio-economic conditions in Georgia, and in the Ajara region in particular. Emphasis
was made on internal (national, regional and local) sources rather than external
(international) sources of funding. Potential PAs funding sources and revenue raising
options identified and discussed in the study include: own income of the Agency of Protected
Areas, tourism service charges, entrance fees, concessions to private business, taxes on
tourism, fees for extraction of natural resources, cost sharing with NGOs, innovative
financing schemes such as payment for ecosystem services, biodiversity offsets. In addition
to the revenue generation options for sustainable financing of the PAs sustainability, options
for local peoples' income generation and improvement of their livelihood have been
proposed and discussed in the report.

The present report has been developed by the consultant to summarise the findings,
conclusions and recommendations of the above mentioned studies. The summary report has
been structured as follows:

Chapter 1 provides a synopsis of the information on economic valuation studies undertaken
in Georgia which relate to protected areas and biodiversity;

Chapter 2 summarizes the results and findings of the field level surveys and assessments in
the target protected areas;

Chapter 3 provides a summary of options for generating sustainable revenues for the target
protected areas in Ajara and for communities living in and around them.




1. Synopsis of Ecosystems and Biodiversity Valuation Studies and
Works Undertaken for Enhancing the Financial Sustainability
of PAs in Georgia

1.1. The World Bank studies

Economic valuation of PAs in Georgia dates back in early 2000-ies when the World Bank
initiated studies to explore the revenue generation potential of the new protected areas
(Tusheti, Vashlovani and Lagodekhi Protected Areas) which were planned to be
established under the GEF funded Protected Areas Development Project. Results of the
studies have been provided in the reports Contingent Valuation Survey among Georgian
City Dwellers'and Tourist Preferences for the Establishment of National Parks in Georgia?
These studies found that there was a willingness to pay among Georgian citizens and
international community for improved natural resources management and conservation of
wildlife in the country. Moreover, the studies recommended to the government of Georgia
to use this potential to generate financial resources for developing and sustaining the
protected areas through the introduction of entrance fees and other economic instruments.
Nevertheless, entrance fees or other mechanisms were not adopted by the environmental
authorities responsible for the management of protected areas after the establishment of the
new protected areas in 2003.

The issue of introduction of entrance fees and other innovative mechanisms for
revenue generation was brought up again by the UNDP/GEF project Catalyzing the
Financial Sustainability of Georgian Protected Areas System (2010-2012). A study
undertaken under this project by the ECDFC and GCCW suggested a number of
revenue generation options which could have been adopted by the APA in the short
and medium term, taking into consideration the resources and capacities of this
organization, the legal framework, policy considerations at that time, public
awareness and appreciation of protected areas”Studies undertaken under the same
project by NACRES which focused on the feasibility of introduction of tourist
entrance fees in Tusheti Protected Areas (TPA) concluded that it is possible to
introduce a differential fee system as a first step, with foreign visitors purchasing
entrance tickets and Georgians entering the park free of charge®However, these
studies did not propose a specific entrance fee scheme. Rather it was proposed to

1. Contingent Valuation Survey among Georgian City Dwellers: Attitudes, Preferences and Willingness to Pay for
Biodiversity Conservation. A Study Prepared for the World Bank Georgia Protected Areas Development Project.
Study Leader: Tijen Arin, World Bank, Study Team: Manon Circe, Tecsult Inc. Georgian Opinion Research Business

International (GORBI). 2000.
2. Tourist Preferences for the Establishment of National Parks in Georgia, Survey Results for Expatriates Residing
in Thilisi, Georgia. Tecsult, International Inc. Montreal, May 2000.

3. Diversification of the Revenue Mechanisms Portfolio. Prepared by ECDFC in cooperation with GCCW for
UNDP/GEF project Catalyzing Financial Sustainability of Georgia's Protected Areas System. Development of
Protected Areas Sustainable Financial Plan and Capacity of Agency of Protected Areas for Cost-Effective Protected
AreaManagement.2010-2011.

4. Tworeports were developed by NACRES for testing site-level revenue generation mechanismsin Tusheti PA's:
-Report on the Development of the System of Tourist Entrance Fees and/or Alternative Schemes of Revenue
Generation. March, 2012;

-Task Report on Testing Tourist Entrance Fees Development System and/or Alternative Revenue Generation
Schemes.]June, 2012.




postpone the introduction of entrance fees in TPA and further discuss this issue with
stakeholders. Application of fees for entering the national parks and other
revenue generating instruments are still being debated in Georgia. Entry fees
(3 GEL for school children and 6 GEL for adults) were introduced few years ago only
in so called Imereti Caves including Sataplia Managed Nature Reserve and
Prometheus Cave Natural Monument. To note, most of the own income of APA is
currently generated by these fees?

In Georgia, there is a good example of using the economic valuation study results in
decision making concerning the establishment and development of protected areas.
Namely, a study commissioned by the World Bank in 2000 used Total Economic
Valuation (TEV) methodology to assess all potential costs and benefits related to the
establishment of Kolkheti National Park (KNP) on the Black Sea Coast of Georgia.
Results of this study were used by the World Bank to provide recommendations to the
Georgian Ministry of Environment for the preparation of the KNP Management Plan.
The study results suggested that limitations on resource use by local people in KNP
should be less strict but within the limits of ecological sustainability. The study also
recommended a compromise between the needs to sustain local communities'
livelihoods and to preserve the globally significant wetland resources for future
generations which, in turn, would help ensure that benefits to the local communities
from the resource use are continuous.

Studies on Total Economic Valuation of Georgian Forests were undertaken with the
World Bank support in 2000-2003 attempted to provide Georgian forest
policymakers with general principles/guidelines how to valuate in economic terms
the benefits and costs of different forest products and services under an alternative
forest management regime. However, as reported by the World Bank, because of
low institutional capacity the Forestry Department, client of the studies that time,
could not adopt and apply the methodology as a forest management planning tool.

5.APA Annual Report 2013. http: //apa.gov.ge /uploads/other/1/1465.pdf. Accessed on 8 September, 2015.




1.2 UNDP/GEF and WWF studies

Georgian government's recent interest in economic valuation of protected areas has
been materialized in two studies undertaken with UNDP/GEF and WWF Caucasus
Program support in 2011-2012° These studies used so called Sector Scenario
Analysis methodology to assess the contribution of ecosystems in and around
selected Georgian protected areas to the economic development and human well-
being in the country. Economic sectors linked to ecosystem services provided by
selected protected areas including agriculture, food and beverages production,
energy (hydropower), tourism, forestry and fisheries were analyzed. Sub-sectors
related to human well-being such as drinkable water supply, subsistence agriculture
and disaster prevention and mitigation were also analyzed. For each sector or sub-
sector the studies explored the relations between production practices, ecosystem
services, other inputs, and their respective sectoral outputs. The studies explored
how ecosystem degradation lowers the outputs and discusses the associated costs.
Ecosystem-friendly management practices for avoiding the damages and their
economic benefits were highlighted. Two different scenarios, “Business as Usual”
(BAU) and “Sustainable Ecosystem Management” (SEM), were used to facilitate the
analysis and demonstrate the value of ecosystem services. These studies found that
economic sectors such as hydropower, crops production, livestock breading, forestry,
fishery, tourism and nature based tourism, mineral and bottled fresh water industry,
viticulture and wine industry which have a key role in Georgia's current economy
benefit from the ecosystem services provided by PAs in Georgia. Ecosystems provide
input to the production processes in these economic sectors through e.g. fresh water
for irrigation and hydropower production, fresh and marine waters for fisheries,
pollination for crops production, grasslands for livestock breeding, fertile soil for
growing fruits and cereals, mineral and fresh waters for mineral and bottled water
industries, etc. Ecosystem services are also important for poverty reduction and
people's wellbeing in Georgia. Forests, wetlands, rivers, lakes, grassland and other
natural habitats in Georgia provide local people with a variety of goods and services
and are sources of livelihoods for thousands of rural people. The studies also found
that, in most cases, the ecosystem services provided by the PAs are taken by the
beneficiaries free of charge. This undermines the financial sustainability of the

6. Valuation of the Contribution of Borjomi-Kharagauli and Mtirala National Parks Ecosystem Services to
Economic Growth and Human Well-being in the Republic of Georgia. Prepared by Marlon Flores, Malkhaz
Adeishvili for WWF Caucasus Program. February 2011.

Economic Valuation of the Contribution of Ecosystems in Protected Areas to Economic Growth and Human Well-
Being in Georgia. Prepared by ECFDC/GCCW/AMECO, Marlon Flores, Malkhaz Adeishvili, for UNDP/GEF project
Catalyzing Financial Sustainability of Georgia's Protected Areas System. July 2012.




1.3. TEEB Studies

Georgia became one of the pilot countries for the Economics of Ecosystems and
Biodiversity (TEEB) initiative in 2012. TEEB scoping study was developed by the
WWEF-Caucasus Program with the assistance of UNEP in 2014. The scoping study
identified five priority sectors which substantially depend on and benefit from
exploiting the natural capital of Georgia and the services ecosystems provide
essentially for free/ These sectors are energy, forestry, agriculture, mining, and
tourism. Preliminary analyses conducted as part of the scoping study highlight the
critical importance of healthy ecosystems to the functioning of these driving forces of
Georgian economy. The analyses also highlight that if business as usual is not
changed, the sustainability of these sectors is questionable.

In the framework of the European Union (EU) funded European Neighborhood and
Partnership Instrument (ENPI) East Countries Forest Law Enforcement and
Governance (FLEG) II Program (FLEG 2) it was decided to conduct a full-scale TEEB
study for forests and the forestry sector of Ajara Autonomous Republic’ The main
objective of this project implemented by WWF-Caucasus Program Office in 2015-
2016 is to prepare relevant policy recommendations to help achieve sustainable
forest management in Ajara. As provided in the ToR of the study, it should contribute
to the fulfillment of the FLEG 2 Program Development Objective “Review or revise
forest sector policies and legal and administrative structures; improve knowledge of
and support for sustainable forest management and good forest governance
(including the impact of related EU regulations) in the participating countries”.

7. TEEB Scoping Study for Georgia: Main Findings and Way-forward, 2013.

8. The European Union (EU) funded “European Neighborhood and Partnership Instrument (ENPI) East
Countries Forest Law Enforcement and Governance (FLEG) Il Program” (the “Program”) is aimed to support the
participating countries strengthen forest governance through enhancing their forest policy, legislation and
institutional arrangements, and implementing sustainable forest management models on a pilot basis. The
Program will be implemented in seven countries of the EU's European Neighborhood and Partnership
Instrument (ENPI) East region: Armenia, Azerbaijan, Belarus, Georgia, Moldova, Ukraine, and the Russian
Federation. Implementation of the Program is led by the WB, working in partnership with the International
Union for Conservation of Nature (IUCN) and the World Wide Fund for Nature (WWF).




2. Summary of the Assessment of Values and Benefits of Ecosystem
Services of the Ajara Protected Areas

2.1. Methodology and limitations

PAs in Ajara including Mtirala and Machaklhela National Parks and Kintrishi Nature
Reserve encompass mountain forestand alpine ecosystems. The forests are known as
Colchic Forests (temperate rainforests). The forests are mixed, with deciduous Black
Alder (Alnus glutinosa), Hornbeam (Carpinus betulas and C. orientalis), Oriental
Beech (Fagus orientalis) and Sweet Chestnut (Castanea sativa), together with
evergreen Nordmann Fir (Abies nordmanniana), Caucasian Spruce (Picea orientalis)
and Scots pine (Pinus sylvestris).’

The target PAs in Ajara provide various ecosystem services including: freshwater
formation, food (wild meats, fruits, greens, freshwater fish) and firewood
provisioning, snow coverage, rain cycle, water flow and climate regulation,
pollination, biodiversity conservation (habitat for plant/animal species), air quality
and carbon sequestration and storage, natural hazards regulation, cultural services,
nature based tourism and sports.

Pic 1: Protected areas in Ajara.

9. Expansion and Improvement Management of Achara Protected Areas System. Project Document. United
Nations Development Programme. 2012.




Theoretically, various methodologies suggested in the environmental economics
literature can be applied for valuation of these services. However, valuation of the
ecosystem services requires a wide range of reliable scientific, socio-economic and
other types of information as well as significant amount of time and relevant
expertise. All these factors are limited in the project. Therefore, in the framework of
this assignment, it was not feasible to undertake a comprehensive assessment and
monetary valuation of all types of ecosystem services and biodiversity in the target
PAs in Ajara. Moreover, it was not the purpose of this assignment to undertake such a
study. Rather the purpose of this exercise, as per the ToR, was to provide a sound
and realistic economic, social and cultural justification for ongoing state
investments in Protected Areas (to strengthen the biodiversity case). In other
words, the purpose of the valuation study was to provide evidence that economic,
social, cultural and environmental benefits provided by the target protected areas in
Ajara outweigh the investment and recurrent costs incurred by the Georgian
Government for sustaining the target PAs.

In this light, the study has attempted to identify, assess the socio-economic and
cultural significance and, where it was possible, valuate in monetary terms the
ecosystem services and biodiversity in the target PAs and their support zones.
Specific focus has been made on the importance of the ecosystem services for local
population, their livelihood (e.g. timber and firewood, NFTPs collection, beekeeping,
etc.) and various economic sectors such as tourism, hydropower, drinking water
supply, agriculture, fisheries, etc.

The study has also analyzed additional benefits the establishment of the target PAs
has already brought and potentially will bring to local people including the e.g.
income generation through tourism services.

Various ecosystem services discussed in the study has been grouped into four
categories as suggested by the Millennium Ecosystem Assessment:'°

e Provisioning services;

¢ Regulating services;

e Cultural services;

¢ Habitat or supporting services.

10. The Millennium Ecosystem Assessment (http://www.millenniumassessment.org/en/Index-2.html)
assessed the consequences of ecosystem change for human well-being. From 2001 to 2005, the MA involved the
work of more than 1,360 experts worldwide. Their findings provide a state-of-the-art scientific appraisal of the
condition and trends in the world's ecosystems and the services they provide, as well as the scientific basis for

action to conserve and use them sustainably.




Figure 1. Types and categories of ecosystem services

p
* Food Production w * Nutrient Cycling
* Water ] * Soil Formation
* Wood and Fiber - * Primary Production
* Fuel £ * Habitat Provision
S Supporting
Services
n
Regulating
4 yervices 3
e Spiritual
* Aesthetic * Climate Regulation
* Educational * Flood Regulation
C Recreational » Water Purification

J

Source: Millenium Ecosystem Assessment, 2005.

One of the major challenges in undertaking the economic assessment was the limited
scientific and socio-economic information and historical data on the ecosystem
services and their contribution to various economic sectors, local peoples'
livelihoods and cultural life. Some of this information has been made available in the
documents developed with donor support in recent years to support establishment
and development of the target PAs in Ajara includingthe background studies, socio-
economic surveys and management plans of some of the target PAs. Information
provided in these documents has been intensively used for this study. Information
concerning Mtirala National Park provided in earlier studies of WWF and UNDP/GEF
on Economic Valuation of the Contribution of Ecosystems in Protected Areas to
Economic Growth and Human Well-Being in Georgia (2012) has been also used
intensively.

Attempts have been made to obtain updated information from various documents
available on socio-economic activities in the communities of the target PA support
zones. Interviews with APA's staff, PA administrations, local people and local
governments have been undertaken to obtain specific information needed for this
study.




2.2. Provisioning services 1n the target protected areas and their
economic benefits

2.2.1 Food

Target Ajara PA and their support zone are rich in non-timber forest products which
are used by local people for food. These include blackberry, bilberry, hazelnut,
chestnut, walnut, bladdernuts (Staphylea Colchica), mushrooms etc. Collection of
these NFTPisallowed in the traditional use zones of the PAs.

Some estimates of NTPF use in Mtiral and Machakhela NPs and their support zones
have been undertaken by the WWF Caucasus Program in 2010-2011. E.g. according
to one of the WWF studies, 964 household were engaged in the collection of non-
timber forest products in Mtiral National Park in 2011\t was also reported that 80%
of people engaged in the collection were women. Total market value of these products
was estimated at 971,800 GEL (table 1). It has been also estimated that average total
value of NFTPs annually collected in Machakhela National Park and its adjacent
territories amounts to 195,310 GEL!®

Table 1. Collection of selected non-timber forest products and related market values
in Mtiralaand Machakhela National Parks and their supportzones

NTFP Market Value
Collection Tonnes (GEL)
Mtirala NP and its support zone
Chestnut 41.6 33.280
Walnut 146.5 878.820
Bilberry 15.4 46.200
Blackberry 2.5 7.500
Mushroom 1.5 6.000
TOTAL 207.5 971.800
Machakhela NP and its support zone
Chestnut 17.3 86.500
Walnut 9.8 98.000
Bilberry 1.78 3.560
Blackberry 1.45 7.250
TOTAL 30.33 195.310

11. Valuation of the Contribution of Borjomi-Kharagauli and Mtirala National Parks Ecosystem Services to
Economic Growth and Human Well-being. Republic of Georgia. Prepared by Marlon Flores and Malkhaz
Adeishvili. WWF Caucasus Program. October 2011.

12. Biodiversity and socio-economic data for preparing the documentation for establishing the Machakhela
Transboundary National Park. MAVA Fondation, World Wide Fund for Nature (WWF) Caucasus Program office,
Within Currentin the Caucasus Ecoregion "2012 Protected Areas Programs” (Z. Manvelidze, 2011).




The target PAs are also rich in wild animals and fish. However, hunting is banned in
the PAs and the ban is effectively enforced by the PA administrations. As reported,
only few cases of illegal hunting have been registered in the Ajara PAs in recent years.
Respectively, ecosystem services related to provisioning of wild animals' meet in the
target PAsis quite limited.

Trout has been abundantly found in the rivers of the target Ajara PAs and their
support zones. Trout is included in the Red List of Georgia, and, respectively, its
extractionisillegal throughoutthe country. Nevertheless, some local people continue
illegal fishing taking a risk. The fishermen use rods or nets for fishing. E.g. 56 people
were reported to be engaged in fishing in Mtirala National Park. Estimated amount of
illegal fishing is 400 kg per year with market value amounting to 10,000 GEL. As
reported, 28 local people were engaged in fishing in the rivers of Machakela National
Park in 2011 °Estimated amount of annual harvest of fish is 600 kg per year with
marketvalue amounting toabout 15,000 GEL.

More important to this study is fish-farming supported by freshwater ecosystems
from the target PAs. E.g. 30 fish farms were reported in the Mtirala National Park
support zone in 2011 where 74 people were employed. Total annual production of
these farms amounted to 142 t fish with total market value about 970,000 GELIn
addition, there were two fry farms with four people employed. Market value of the fry
they produce annually was estimated to 80,000 GEL There are fish farms, mostly run
by local restaurants in the Machakhela valley. Annual total amount of fish harvest in
the fish farms has been estimated at 1.8 t with market value 14,400 GEL.

Kintrishi PA is rich in fish, meet, non-timber forest products, drinking water
resources, etc. However, the use of the resources is very limited due to strict
protectionregime and limited number of people living in and around the Pas.

13. Source: Biodiversity and socio-economic data for preparing the documentation for establishing the
Machakhela Transboundary National Park. MAVA Fondation, World Wide Fund for Nature (WWF) Caucasus
Program office, Within Current in the Caucasus Ecoregion "2012 Protected Areas Programs” (Z. Manvelidze,
2011).

14. Marketvalue of 1 kg fish was in the range 5-8 GEL /kg by the time the study was undertaken.

15. Valuation of the Contribution of Borjomi-Kharagauli and Mtirala National Parks Ecosystem Services to
Economic Growth and Human Well-being. Republic of Georgia. Prepared by Marlon Flores and Malkhaz

Adeishvili. WWF Caucasus Program . October 2011.




2.2.2 Drinking water

Ecosystems of Mtirala National Park play a critical role in the formation of drinking
water resources for the Ajarian population. Batumi, capital city of the Ajara
Autonomous Republic, with population about 161,200 receives drinking water from
the headworks located in the supportzone of MNP which are fed by Chakvistskali and
Korolistskali rivers both originating in Mtirala National Park. The main headwork on
the Chakvistskali river supplies 10501 per second or about 90,000 m3 drinking water
per day to the Capital city. Water supplied from the headwork on the Korolistskali
riveramountsto 17,280 m3 per day.

Pic 2. River Chakvistavi in Mtirala National Park

Batumi water Utility charges 1.85 GEL per person per month for water supplied to
population without water meters. Water tariff for households with water meters is
0.51 GEL/m3. Water tariffs for governmental and commercial organizations are 3.5
GEL/m3 and 4.0 GEL/m3 respectively.

The lower estimate of the value of water supplied to the population in Batumi is about
3.58 mIn GEL per year. This estimate has been based on the number of people in the
city and water tariff 1.85 GEL per person per month. This figure does not include the
value of water supplied to governmental and commercial organizations. Higher
estimate of the value of water supplied to Batumi city, based on the amount of water
supplied from the Chakvistskali and Korolistskali headworks and water tariff 0.51
GEL/m3,isabout 19.97 mln GEL per year.




There are 603 small headworks with total capacity 1,157 tonnes in the MNP support
zone supplying drinking water to 22 villages of 3 municipalities in Ajaria. Total
number of people in these villages is about 16,620. The villagers do not pay for
drinking water supply they take this ecosystem service free of charge.

There is no centralized drinking water supply in the villages of the Machakhela and
Kirnati communities. People use spring waters which are abundantly found in
Machakhela National Park and its support zone. They do not pay for this precious
resource provided by the ecosystems. Nevertheless, value of this service should not
be underestimated.

There are number of studies available worldwide concerning the valuation of
drinking water provisioning service of forests. According to Groot at al., mean market
value (2007 prices) of water provisioning service of temperate forests is estimated at
191 USD/ha per annurrf.(’Using this figure, total value of drinking water provisioning
servicesin the Machakhela NP is estimated atUSD 1,668,003 per year.

2.2.3 Fuel wood for local people

Fuelwood is the main source for heating and cooking forlocal people living within the
target PAs of Ajaraand in their supportzones.

The major problem for local people related to the establishment of the PAs is the
limitation of fire wood collection on the PA territories. Establishment of the PA has
limited but not prohibited the fuel wood extraction form the protected area. The PA
administrations allow local people to extract for fuel wood only dying, significantly
damaged, broken or fallen trees in the traditional use zone. According to the
legislation one household cannot extract more than 10 m® from the National Park.
Forestlogging for timber production is not allowed. In order to control the extraction
of fuel wood, trees which can be logged are marked and numerated by the PA
administrations.

Firewood extraction in Kintrishi Protected Areas is very little. Based on the data
provided by the administration of the Kintrishi protected areas, amount of timber
and fuel wood allocated to the permanent and temporary inhabitants of the protected
landscape ranged between 37-56 m’ per yearin the period 2009-20015. Demand on
fuel wood is relatively higher in Mtirala and Machakhela National Parks' support
zones and, respectively, limitations on fuel wood and timber extraction is a source of
concern forlocal people here.

16.Global estimates of the value of ecosystems and their services in monetary units. Rudolf de Groot, atal.
Http://ac.els-cdn.com/S2212041612000101/1-s2.0-S2212041612000101-main.pdf? tid=45bed958-9133-

11e5-af28-00000aacb362&acdnat=1448208690 e3cc54b9981cdbcf7e48b87cbc3ffaf9
17. Source: Biodiversity and socio-economic data for preparing the documentation for establishing the
Machakhela Transboundary National Park. MAVA Fondation, World Wide Fund for Nature (WWF) Caucasus

Program office, Within Current in the Caucasus Ecoregion "2012 Protected Areas Programs” (Z. Manvelidze,




Local people pay service fee 3 GEL/m’to APA for allocating the wood for logging.
They also pay to the municipal budget so called “natural resource fee” which varies in
the range 2-4 GEL per 1 m’ depending on tree species. As reported by the MNP
administration, more than 95 % of the fuel wood extracted from the national park is
beech for which the natural resource fee is 3 GEL per 1 m’ In addition, the households
pay to loggers about 7 GEL per 1m’, if loggers are hired. They also pay 200-300 GEL
per vehicle for transportation of the wood to their homes. It has been estimated that
the cost of extraction and transportation of fuel wood from Mtirala National Park is
70-80 GEL/m’.'®

Table 2 provides data on the amount of wood allocated by MNP administration for
logging and the quantity actually extracted by the households from the national park
in the period 2008-2014. The data shows that annual quantity of fuel wood actually
extracted is far below the amount allocated by the PA administration for extraction in
the traditional use zone. Moreover, the data shows the declining trend in firewood
extraction from the MNP traditional use zone. This can be explained by the fact that
local people find it difficult to access and costly to extract the firewood allocated by
the PA administration in areas far from the forest roads. However, it is not clear how
the gap between fuel wood demand and actual extraction is filled and how local
people meet their fuel wood needs. Presumably, some households collect remains of
fallen trees and branches in the vicinity of their settlements where the control by the
park administration is relatively weak; Some others might be engaged in illegal

logging.

Table 2. Amount of fuel wood allocated and actually extracted in the last seven years
inthe MNP traditional use zone

Year Allocated (m3) Extracted
2008 3,232.02 1,040.03
2009 2,298.55 1,050.10
2010 2,798.99 1,420.04
2011 1,519.07 205.39
2012 1,776.61* 922.48
2013 1,028.85** 278.17
2014 600-650*** 654.35

Source: Administration of Mtirala national Park.
* including the amount of 1,313.68 m’ left from 2011;
** including the amount of 854.13 m’ left from 2011-2012;

** maximum estimation of newly marked wood

18. This estimate is based on the assumption that average household consumption is 7 m’ firewood per
year for which households must pay 500-600 GEL.




Further investigation is needed to explore the economicloss of local people related to
the limitations on firewood extraction following the establishment of Mtirala
National Park. Nevertheless, according to data provided by the MNP Administration
(table 2), average annual extractions of fuel wood from the MNP traditional use zone
amounted to 796 m’ in the period 2008-2014 with total annual average market value
amounting to 111,440 GEL, atleast.?

In the Machakhela valley, the Forestry Department of Ajara continued allocation of
wood for fuel wood extraction on the territories of current National Park till 2015.
Table 3 provides information on fuel wood allocations by the Forest Department and
itsactual extraction by local peoplein 2012-2014.

Table 3. Fuel wood allocation and actual extraction by the Machakhela NP support
zone (2012-2014)

Number of U 6 Fuel wood (m?)
. households
LSS TGN Year registered as Actual
the Machakhela g Allocated for . .
fuel wood . Actual Extraction | extraction per
NP support zone extraction
consumers household
2012 587 8,444 3,694 6.3
1,154 2013 730 6,985 3411 4.7
2014 738 4,421 2,855 3.9

Source: Fuel wood use in the Machakhela National Park. Zurab Manvelidze. 2015. Study
undertaken under the UNDP/GEF project Expansion and Improved Management
Effectiveness of the Ajara Region's Protected Areas.

According to the table, only up to 740 households out of total 1,154 households in the
Machakhela National Park support zone extracted fuel wood from the forest. No
information is available on what was the energy source for the remaining 414
households which did not extract fuel wood from the forest. As reported, some
households of this group migrate to Batumi or surrounding Black Sea coast
settlements in winter. Some households, like in the case of Mtirala National Park,
collected branches, fallen trees from the nearby forests or cut old trees in their own
plots oflands. Some others might have been engaged in illegal extraction of firewood.

Even though demarcation and zoning has not been completed to identify the areas
where the fuel wood can be extracted, administration of Machakhela National Park
started allocation of wood for fuel wood extraction in the NP in 2015. The wood is
alloceted in the areas which are thought to be designed as traditional use zone. Total
amount of wood allocated in 2015 for fuel wood production amounted to 2,555
m’.This amount is less than that local households officially extracted in previous
years - 2855 -3700 m’ per year in the period 2012-2014. Moreover, itis likely that not
all the wood allocated for logging will be accessible for trucks. Also, extraction of
wood from some of the PA areas may not be economically affordable for local people

19. There is no legal firewood market in Ajara Autonomous Republic because households
who are entitled to cut trees in forests have no legal right to sell the firewood. According to
various sources price of 1 m’ firewood on illegal markets varies in the range 140-200 GEL.




(wood forlogging is in most cases allocated in forest areas 3-8 km away from villages)
who are responsible for logging and transportation of wood from the forest.
Therefore, it is not clear at this moment how local people will meet their fuel wood
needs.

Cost of fire wood extraction for households in the Machakhela valley varies in the
range 56-91 GEL per 1 m’*Procedure to obtain legal right to extract fuel wood from
Machakhela NP is same as in the Mtirala NP. Comparison of the market value with the
cost of fuel wood extraction from Machakhela National Park suggests that local
people will continue to find a net benefit in extracting the firewood in the National
Park. However, due to the absence of data on the actual extraction of firewood from
the Machakhela forestsin 2015, it was not possible to estimate the total market value
of the extracted fuel wood or the net benefit local people derived from extracting the
resource from the protected area.

2.2.4 Bee keeping and honey production

Ajara is one of the largest producers of honey in Georgia. Honey has always been a
traditional sector of agriculture in this region. Beekeeping in Ajara amongst rural
households has considerably declined in recent years mainly due to the impact of the
Varroa Virus and the out-migration of men (traditionally responsible for beekeeping)
away from villages to urban areas and to seasonal work in Turkey.mHowever, honey is
still considered an important primary and secondary source ofincome to local people
in Ajara offering ecologically appropriate opportunities for development and growth
inrural households particularly in those municipalities more climatically suited to its
production. According to the National Statistics Office of Georgia Ajara collected at
around 600 thoneyin2012.

Machakhela valley, which is a part of the Khelvachauri Municipality, is especially
known for honey. There are 3 types of beekeeping developed in Machakhela valley
forestbeekeeping (rock bee, tree bee), partially domesticated (hives on the trees) and
domestic (artificially planed hive).

There is no single reliable source on the amount of honey production in the
Machakhela valley. According to Market Analysis in Ajara, study undertaken by
Mercycorps in 2014, total amount of honey annually produced in the villages of
Machakela valley is estimated to 66 t with market value 1,188,000 GEIZThis value
would not be possible to produce without the ecosystem services provided by
Machakela NP where most of the nectaris collected.

20. This estimate is based on the information provided by Zurab Manvelidze in a study
undertaken under the UNDP/GEF project Expansion and Improved Management
Effectiveness of the Ajara Region's Protected Areasin 2015.

21. Market Analysis Ajara. Alliances Lesser Caucasus Programme. Mercycorps. Swiss agency
for cooperation and development. 2014.

22.1bid.




Beekeeping is also well developed in support zone of Mtirala National Park. Placing
bee-hives is allowed within the national park in the areas which traditionally used to
be bee-hive placing areas and currently belong to the visitor zone. Honey is produced
twice ayear in May (acacia, citrus, wild flower) and at the end of August (chestnut).
Bee-keeping with honey production in the traditional use and support zones of
Mtirala National Park is important not only as a food source for local households but
also as a product to sell to visiting tourists and also in local markets. Honey produced
in this region is of high quality. Its price is 15-20 GEL/kg depending on the type of
honey. Volume of honey production varies in the range 40-120 t depending on the
weather conditions in spring season and blooming intensity. Total market value of
honey annually produced in and the support zone of Mtirala National Park is
estimated at60,000-240,000 GEL.

2.2.5 Medicinal and ornamental plants

Collection of ornamental plants in nature such as Galanthus, Cyclamen, Ruscus is a
source of income for some people in the Machakhela and Kirnati Communities. Some
households in Kirnati grow flowers in their gardens and sell the product in local
markets or to tourists. Total value of ornamental plants annually collected in nature
and flowers grown domestically is estimated to 10,215 GEL per year.#3

70-80 households are engaged in ornamental plants collection in Mtirala National
Park and its support zone. They sell the ornamental plants in local markets. Total
marketvalue of the plants they collectannuallyis estimatedat 37,000 GEL?*

Ten households were reported to be engaged in medical plant collection in
Machakhela National Park. They do not sell the medical plants. Rather, the medical
plants are collected for use by the households themselves or for curing local people.
Market value of medical plants these households collect annually is estimated at
1,150 GEL.

23. This estimate is based on data on ornamental plants collection provided in the study
Biodiversity and Socio-economic Data for Preparing the Documentation for Establishing the
Machakhela Transboundary National Park. MAVA Fondation, World Wide Fund for Nature
(WWF) Caucasus Program office, Within Currentin the Caucasus Ecoregion "2012 Protected
Areas Programs” (Z. Manvelidze, 2011).

24. Valuation of the Contribution of Borjomi-Kharagauli and Mtirala National Parks
Ecosystem Services to Economic Growth and Human Well-being. Republic of Georgia.
Prepared by Marlon Flores and Malkhaz Adeishvili. WWF Caucasus Program. October 2011.




2.3 Regulating services in MNP and their economic benefits

2.3.1 Air quality and detoxification, local climate and rain cycle
regulation

Forests of Mtirala National Park have a significant role in generation of oxygen.
Oxygen generated by forests has specific features which positively affect human
health. MNP forests also have air detoxification/filtration potential: It has been
observed that forests around Mtirala mountain plaid a substantial role in detoxifying
the air polluted by the oil refinery located in Batumi. The refinery was one of the
pollution hotspots in Soviet period. Later in 1990-ies the refinery significantly
reduced oil production and air pollution has been also reduced. However, vehicular
transportation increased significantly in recent years in Batumi contributing to air
pollution in the city and its neighbouring settlements. The situation aggravates in
summer season when thousands of tourists come to Ajara Black Sea cost for
recreation.

There is no scientific information on the detoxification potential of the MNP and
surrounding forests. Nevertheless, the importance of the National Park for
detoxification and air quality improvement in Batumi and adjacent settlements is not
under a question mark. Furthermore, the importance of MNP's air detoxification
potential for attraction of tourists to the neighbouring Black Sea coastal resorts
should notbe underestimated.

Forest ecosystems in and outside the parks add to local humidity through
transpiration (the process by which plants release water through their leaves), and
thus add to local rainfall. In the water cycle, moisture is transpired and evaporated
into the atmosphere, forming clouds before being precipitated as rain back onto the
forest and surrounding valleys. When the forests are cut down, less moisture is
transpired into the atmosphere, resulting in the formation of fewer rain clouds.
Changes in vegetation coverage impact precipitation patterns. When there is a
decline in rainfall and river flow, smaller amounts of quality water reach towns and
agricultural lands. Such loss of freshwater resources is considered one of the most
immediate threats to national security in many countries.

Forest ecosystems of the Mtirala Mountains located in the MNP have a significant role
in the formation of the climate and regulation of the rain cycle in the Ajarian part of
the Black Sea cost. The mountains are located between the Black Sea and Adjara
mountain system on the watershed of the Chakvistskali and Korolistskali rivers.
These mountains intercept the humid air from the Black Sea and determine Ajara's
very humid climate. Average annual precipitation exceeds 2,000 mm in the MNP, but
the sea-side slopes of the mountain Didi Mtirala, 1,381 m above sea level, is the most
abundant with precipitation. Annual precipitation reaches up to 4,520 mm here. The
name “Mtirala” (“Weeping”) was given to these mountains just because of abundant
precipitation. Humidity is in the range 80-85%. The high humidity determines the
unique biodiversity of the ecosystems in the MNP. The regulation of rain cycles is also
animportant ecosystem function to supportagriculture and freshwater supply.




2.3.2 Watershed services - snow coverage, water flow and natural
hazard regulation

Healthy forests provide a host of watershed services, including water purification,
ground water and surface flow regulation, erosion control, and stream bank
stabilization. Forest ecosystems actas a sponge, soaking up and storing water when it
is abundant and releasing it during dry periods. Forests also extend the period of
snow melting. Snow melts slowly and evenly under the forest cover. This allows more
water to be soaked into the ground in the melting period and later to be drained out of
the ground as spring water. This processes serves to even out annual water flows
from forested watersheds and reduce the impacts of downstream flood/drought
cycles and soil erosion. Contrary, fast snow melting and intense rainfall can lead to
floods, soil erosion, landslides and droughts in spring and summer season.

Forests of the target Pas in Ajara provide essential watershed services. For instance,
snow cover in the middle and upper mountain belts of the PAs often reaches 3-4 m
and more at some places.sAccording to the data from the meteorological observation
point on Mountain Mtirala 6-8 m snow coverage was characteristic in winter period
here. Melting of this amount of snow would have very hazardous consequences in the
absence of unique forest ecosystems. Instead, slow and even snow melting
contributes to formation and regulation of a great number of streams and rivers in the
watershed which have a significant role for biodiversity, for livelihood of local people,
agriculture and drinking water supply.

Rivers and streams originating in the PAs are used for running water mills.
Significance of Chakviskali river for drinking water supply to Batumi and the villages
of the MNP support zone was discussed in section 2.2.2. As described in that section,
people in the Machakhela and Kirnati communities use spring waters for drinking
and hygiene without any treatment. Good quality of water is a result of watershed
ecosystem functions of Machakhela NP forests.

Settlements in the target PAs support zones are located on steep slopes and they are
prone to landslides. Forests have a significant soil stabilization function in the PAs
and their support zones reducing the risks of landslides. According to the data of the
Government Ajara, in 2008, 6 people died and 154 residential houses were damaged
inresult of landslides in the Kobuleti municipality. In the Khelvachauri municipality 5
people died as a result of landslide and 154 residential houses were damaged. in the
Keda municipality 165 residential houses were damaged in the villages of Zvare (15),
Makhuntseti (48), Pirveli Maisi (48) and Tsoniarisi (54) as a result of landslide
processes in 20102° At the same time, as reported, damage by landslides or other
natural hazards has not been observed in the forests of Mtirala National Park.
Damage to population related to floods, landslides or avalanches has not been
observed in the protected areas or villages along the Kintrishy river valley either.

25.Management Plan of the Mtirala national Park.2015.

26. Biodiversity and socio-economic data for preparing the documentation for establishing
the Machakhela Transboundary National Park. MAVA Fondation, World Wide Fund for
Nature (WWF) Caucasus Program office, Within Current in the Caucasus Ecoregion "2012
Protected Areas Programs” (Z. Manvelidze, 2011).




Cases of flash floods and landslides observed in the villages of the Machakhela gorge
located on steep slopes are few. The reduced risk of landslides, floods and avalanches
can berelated to the regulating functions of the forest ecosystems of the PAs.

Machakhela river has been used for hydropower production. There is a small scale
hydro power plant on the river which was builtin 1956. Capacity of the power plantis
1.6 MWT with average annual power production 12.6 mln KWh. The hydropower
plant was the main source of power supply to population in the Machakhela
community in 1990 and beginning of 2000-ies when all Georgia suffered from lack of
energy, and blackouts were common in the country. This is another benefit local
people derive from water regulation services provided by Machakhela forest
ecosystems.

Construction of Khelvachauri Hydro Power Plant with installed capacity 36.4 MW is
ongoing downstream of Machakhela river after it joins Chorokhi river. Construction
of a derivative hydro power plant (6 MW) on the Kintrishi river downstream of the
Kintishi PAs is ongoing and it will completein 2016. It has been estimated thatannual
average power generation in the HPP will be 38 million kilowatt hours worth about
5.7 mln GEL. The estimated cost of the project exceeds 10 million Euros. Functioning
of the hydropower plants will depend significantly on water flows in Machakhela
National Park and Kintrishi Protected Areas.

All rivers in Ajara flowing into the Black Sea, including those originating in the
Mtirala, Kintrishi and Machakhela protected areas, have a significant role also for the
Black Sea coast stabilisation. The rivers bring sediments from high mountains which
settle in the sea and prevent coastal erosion. Problems with coastal zone erosion have
been aggravated in recent years. There is a big concern in Georgia with potential
negative effects of constructed and planned hydropower dams in Turkey on the
Chorokhi river which is a transboundary river and flows into the Black Sea in Ajara.
These dams have already altered and will continue to reduce the sediments
dischargesinto the Black Sea.




2.3.3 Carbon sequestration and storage

Carbon storage is an important non-timber forest value and forests play an important
role in the global carbon cycle. Protected areas conserve forests and other natural
habitats worldwide, preventing the loss of carbon that is already present in
vegetation and soils. At least 15% of the world's terrestrial carbon stock is stored in
protected areas globally.

Forests of the target PAs in Ajara have a significant carbon storage capacity. Logging is
prohibited in the National Park and therefore carbon releases within the park area
are eliminated. Calculation of the amount of carbon sequestered and stored in the
target PAsis avery complex task. The actual amount of carbon sequestered by a forest
depends on a large number of factors, including the climate, the type and mixture of
trees in the forest, the age of the trees, the site class (relating to the height of the
dominant trees at 50 years of age), and the reference land use as a baseline (e.g. clear
cut forest, cropland, or pasture). Due to the complexity of the variables involved, as
well as the lack of research on different tree species it is difficult to estimate the
amount of carbon dioxide sequestered in forests by absorbing carbon from the
atmosphere and storing in the vegetation and soil. The diversity of forest types within
the target PAs in Ajara makes the assessment of the CO, storage capacity and its
economic value even more challenging. However, specialists make estimations using
different methods. E.g. according to Kettunen et al (2013), carbon storage capacity of

temperate forests is estimated to 57 tC per hectare for vegetation only and 96 tC per
hectare for soil: The IPCC defaultvalue for warm temperate forestsisabout 275tC/ha
for above and below ground (soil) storage together.

A substantial literature exists on the economic value of global warming damage and
the translation of these estimates into the economic value of a marginal ton of carbon
(tC) emission of which can be avoided. Tol etal. (2000) review the studies and suggest
that marginal damage of global warming is estimated above USD 50 per tC. Taking
$3450 per tC as the range produces very high estimates for the value of forests as
carbon stores. In practical terms, however, a better guide to the value of carbon is
what it is likely to be traded at in a 'carbon market.' E.g. in Europe, a ton of carbon is
7.92 Euros (about USD 10) 2
Taking the $10 per tC as a very conservative price and the lower estimate of carbon
storage potential (153 tC per hectare, including vegetation and soil) for warm
temperate forests, the monetary value of carbon in the target PAs in Ajara is estimated
at61,071,480.00 USD including:

- Mtiral National Park-USD 24,017,940;

- Machakhela National Park-USD 16,628,040.

- Kintrishi Protected areas worth 0f$20,425,500.
The main potential for trading the carbon sequestration and storage potential under
the provisions of the Kyoto Protocol lies with efforts to restore or establish forests
rather than the conservation of existing forests. Nevertheless, carbon finance has
provided funding for several PAs in both developed and developing countries.

27. Social and Economic Benefits of Protected Areas: An Assessment Guide. By Marianne Kettunen,
Patrick ten Brink. 2013.

28. There are six exchanges that help companies buy and sell carbon credits and they are: CCX, Climex,
Sendeco2, Nord Pool, EEX, Powernext. Source: How to Measure and Price Carbon Credits.
Http://greenliving.lovetoknow.com/How_to_Measure_and_Price_Carbon_Credits




2.3.4 Pollination and crops production

. . : . 199
Bees are the most economically valuable pollinators of agricultural crops worldwide
and this is well documented. Honey bees have a long flight range and if finding good
forage they can gather honey from 8 to 11 kilometres distance‘T’OWell-managed
pollination by bees has become a standard practice for large-scale agriculture in
temperate areas, and itis indispensable to supporting subsistence farming.

Ithas been estimated that 500 solitary (wild) female bees are needed to pollinate 1 ha
of commercial apple orchard or three hives (60,000 working bees). Wild bees are
more abundant in wild areas and, therefore, agriculture nearby PAs receives most
benefits from this valuable ecosystem service. This presents a gain from the “free”
ecosystem service of pollination.

Table 4 shows typical agricultural products dependence on pollination services.
Many of these products are being produced in the support zones of Mtirala and
Kintrishinational parks.

Table 4. Plants dependent on pollination services by percentage

Dependence on
Plant pollination
Apples 100%
Plums 90-100%
Citrus 20%-80%
Onions 100%
Carrots 100%
Berries 90-100%
Other fruits and nuts 10-90%
Other vegetables 70-100%
Other field crops 10-100%

Source: Renee Johnson, Honey Bee Colony Collapse Disorder, Congressional Research Service, 2010.

In the Mtirala National Park support zone, - municipalities of Kobuleti and
Khelvachauri, the major agriculture products are cereals, potatoes, vegetables, citrus
and various fruits. In addition, the municipality of Keda, where the humidity is lower,
grapes have been produced. Total economic value of crops produced in the support
zone on Mtirgla National Park has been estimated at above 6.5mln GEL in local
market prices.

29. Johnson, R., 2010. Honey Bee Colony Collapse Disorder., CRS Report for US Congress.
Congressional Research Service.

30. Ribbands C.R., 1951.,, The Flight Range of a Honey Bee. Bee Research Department,
Rohamsted Experimental Station, Harpenden, Journal of Animal Ecology.

31. Valuation of the Contribution of Borjomi-Kharagauli and Mtirala National Parks
Ecosystem Services to Economic Growth and Human Well-being. Republic of Georgia.
Prepared by Marlon Flores and Malkhaz Adeishvili. WWF Caucasus Program. October 2011.




Main crops currently produced in support zone of Machakhela National Park ,
Machakkhela and Kirnati communities, include maize, bean, potato, horticultural
products (beetroot, cucumber, tomato, reddish, pepper, etc.) some tea and fruits of
various types including grapes, pear, apple, cherry, wild-plum, peach, plum,
raspberries, walnut, hazelnut, fig, meddler. Corn is the main cereal grown in the
region. Total annual value of crops produced in the Machakhela and Kirnati
communities is estimated atabout 1,203,400 GEL.

Pollination service provided by the ecosystems of Mtirala and Machakhela National
Parks has a significant input in the production of crops in the support zones. One
can argue that many of these products could not have been produced without
pollination services provided for free by the national parks which shelter wild and
honey bees.

2.4. Cultural services in the target Pas and related economic benefits
2.4.1 Maintenance of historical heritage, local culture and knowledge

Protected Areas in Ajara help to maintain the historical heritage, local culture,
traditions and knowledge of Ajarian people.

Among architectural sites that have survived to date in Adjara, especially notable are
multiple-arch bridges. Bridge building traditions date back to 4th-5th centuries AD.
Today bridges remain mainly in the valleys of the rivers Acharistskali, Machakhela
and Kintrishi in Adjara. Arch bridges are unique to its architecture and building
techniques. The bridges are built up by cobble-stones and torn stones. There are six
suchbridges in Lower Machakhela. They are: Tskhemlari ,Chkheri, Gorgadze,
Chomakhisuri, Zvare bridges on Machakhela riv. and Kokoleti (right branch of the
river). Tskhemlari is the largest bridges with the diameter 25 m and the width 2 m.
The bridges of Chomakhisuri and Zvare are still operating.

Ajara protected Areas and their support zones are also rich in other cultural sites
such as fortresses, church, monasteries, wine callers with unique wine presses, etc.
All they belong to different periods of time. Gvara fortress is one of the impressive
monuments of early feudal era, located at the confluence of Machakhela and
Chorokhi rivers. Another example of fortress is located in Lower Chkhutuneti, at the
Machakhelariver.

The villages in Mtirala and Machakhela National Parks keep unique samples of
ancientnational wooden houses.

Monuments of culture - limestone cellars, winepress of different size curved in
mountains or built next to mountains, pitchers of different size, the oldest species of
vine found in the Machakhela valley shows high level of development of vine-
growing and wine-making in the Machakhela gorge. Growing of various types of
grapes and vine production is still important in agricultural life of the Machakhela
valley inhabitants. There are families in the gorge for whom vine-growingis the
main source of income. They produce different types of alcoholic drinks (wine,
vodka) and sell it out on local market.




Adjarian traditions, customs and rules, dialect, songs and dances are
important components of the entire Georgian culture. From ancient times, tinsmiths,
builders, tillers, fishers, priest, royal servants and aristocracy shaped a social and
political image of the Colchic society.

Adjarian cuisine is unique and is related to rich local nature, farming and
lifestyle. These include Adjarian cheese twists, Kuruti, Chirbuli, Borano, Achma and
famous Adjarian Khachapuri (cheese-pies), and others.

The local culture, traditions and cuisine have been well preserved in the
communities within and around the target PAs. They attract tourists and some
villagers have responded to this opportunity by offering accommodation, selling
local products, traditional dishes to the visitors.

According to the WWF study, 85 households living in the support zone of
Mtirala National Park were engaged in traditional handcraftingin 2011. They process
metal, wood, clay, wool and produce products mostly for internal use. Total market
value of these products has been estimated to about 45,400 GEL per year.

There are few smiths and anumber of turners in the communities of Machakhela and
Kirnati engaged in handcrafting traditional steel and wood items. Carpet weaving
tradition is also maintained in some villages. People keep maintaining traditions of
gun making. One example of the importance of this tradition is the monument
located in the entrance limits of the boundaries of the protected area. Tourism and
Resorts Department of Ajara plans to support the tradition of gun making and sees it
asanadditional tourism attraction in the area.

One of the most important events in the Machakhela gorge is “Machackhloba”,
which is celebrated in September. This event brings together art groups, scientists,
writers, public figures, students and art representatives of different areas of Ajara.
This fest gathers residents of gorge and former residents of Machakhela that live in
Turkey now. Their ensemble of folk singing and dancing, under the corresponding
name of Machakhela is worth special mentioning. Both parts of divided Machakhela
organize joint concerts. During the festival, almost all the residents of the gorge get
spiritually united. Honorary guests from Turkey Machakhela are invited. This event
enhancesrelationship between the neighbor countries.

Kintrishi Protected Areas have an interesting and long history. In the settlements
adjacent to the PAs, Christianity was introduced in the first century by the
missioner Andrew. Historical monuments in the Protecte Areas include the ruins of
St. Nino Church nearby Didvake village and John Baptist church in village Khino in
the Kintrishi PAs.

32. Source: Valuation of the Contribution of Borjomi-Kharagauli and Mtirala National Parks
Ecosystem Services to Economic Growth and Human Well-being. Republic of Georgia.
Prepared by Marlon Flores and Malkhaz Adeishvili. WWF Caucasus Program. October 2011.




Archeologists have found pre-Christian monuments on this territory including the
remains of settlements of third-second millennium B.C., and the ruins of iron mining.
Flintand obsidian weapons of the early Neolithic Age have been also found.

In addition to maintaining the historical heritage, traditions and culture of local
people, protected areas in Ajara provide opportunities for environmental education
and awareness rising. The PA administrations promote environmental awareness
rising among local people and students. They regularly organize eco-educational
lectures and seminars in public schools and other educational institutions.
Representatives of the PA administrations regularly meet with the population
neighbouring the PAs. The main goal of this activity is to explain the purpose of
establishing the national park and to increase the awareness of people concerning
the values of the park. Eco-tours and eco-camps are organised for students of various
universities and for other groups of young people in MNP. A number of events are
organised for schools and general public in accordance with Green Calendar. E.g. In
2010, various types of trainings and awareness raising workshops were provided to
about500local people and 4,226 students in Mtirala National Park.

2.4.2 Tourism and recreation and related economic benefits

Summer tourism is well-developed on the Black Sea coast close to the target PAs. The
cities of Batumi and Kobuleti, as well as settlements in the Kobuleti and Khelvachauri
municipalities attract tourists from all around Georgia and the neighboring
countries. There are some of the best known Black Sea resorts around such as
Kvariati, Tsikhisdziri, and Chakvi. According to the Department of Tourism and
Resorts of the Adjara Autonomous Republic 431,678 tourists visited the region in
2014 including 170,603 Georgian and 261,075 foreign tourists. Some of the tourists
visit the target PAs during their stay in the region. However, visitors to the PAs are not
limited to this group of tourists. Visitors come to the PAs from different parts of
Georgia and from foreign countries to enjoy the beautiful landscapes, unique
biodiversity of Colchic forests, waterfalls, birds, historical and cultural monuments,
unique culture, traditions and cuisine of the local people. The climate in the support
zone of the PAs, which has been influenced by the Black Sea and the mountains, is
known to be good for health and recreation.

Currently, the most visited PA in Ajara is Mtirala National Park.. 22,968 visitors were
registered in this Park in 2014. Fewer visitors have been registered in the Kintrishi
PAs. The highest visitation to this PA was registered in 2012 - 4,842 visitors. There is
no reliable data available on the visitation to Machakhela NP where the basic tourism
infrastructure has notbeen developed yet.

Details on tourism activities in each of the target PAs and related benefits to the
APA and local people are provided below.

33. Statistical Data on Tourism in Adjara Autonomous Republic in Year 2014. Report
prepared by the Department of Tourism and Resourts of the Adjara Autonomous Republic.
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Mtirala NP

The number of visitors to MNP has significantly increased since the establishment of
the Nation al Park. Only 628 people visited MNP in 2008, and the number of visitors
grewto22,968in 2014 almost37 fold increase over the last 7 years (see table 5).

Table 5. Number of visitors in Mtirala National Park.

2008 2009 2010 2011 2012 2013 2014 2015
Georgian 14,461 16,803 18,731 12,353 16,763 | 14,243
citizens 514 14,464
Foreigners 114 889 889 2,597 3,219 4,100 6,205 6,982
Total 628 2,533 | 15,350 | 19,400 | 21,950 | 16,453 | 22,968 | 21,981

Source: MNP Management Plan.

Domestic visitation significantly surpasses the foreign visitation. E.g. in 2014, about
70% of visitors were Georgians. Foreign visitors mostly come from Ukraine, Russia,
Germany, Armenia and Azerbaijan.

,High Season”for tourism in MNP is August and July. The main motive to visit NP is the
nature with soft adventure activities (hiking, bird watching, zip line). Group of
friends, families with children travel to nature sites spending a day, using picnic sites.

The increase in the number of visitors in MNP is largely due to the tourism
infrastructure development and engagement oflocal people in tourism services.

With the financial support of the Norwegian Government, APA in cooperation
with the WWF Caucasus Programme developed the infrastructure and services in
Mtirala National Park, including:

e Visitors centre with accommodation, an exhibition hall and a kitchen (built
in 2008), camp sites and with an offer of some tourist equipment (sleeping bags,
rucksacks, tents);

e Two marked trails leading from Chakvistavi to a waterfall (“Chestnut” route)
and to a tourist shelter (“Cold Spring” route). The trails are marked and equipped
with interpretation desks and maps;

e Touristshelter (builtin 2011) and several picnic places;

e Guide service provided by national park rangers (local people provide guide
servicesas well);

Kobuleti municipal government paved with asphalt 7km public road from
Chakvisettlement to the National Park. Remaining 8 km need to be paved.

Tourism in the national park is mostly developed around Chakvistavi village which is
the only settlement inside the MNP with 13 households (about 70 people). Among
them 3-4 families permanently stay in the village.




Administration of the National Park, local people living in Chakvistskali village, taxi
drivers in Batumi and Chakvi, and travel agencies located mostly in Batumi and
Kobuleti are engaged in providing various services to the visitors.

The MNP Administration offers to visitors accommodation and conference hall in the
visitors center, overnight stay in tourist shelters, camp and picnic sites, tents, zip line,
etc. Table 6 contains data on the income from the services provided by the MNP
Administration. Most of the income in recent years came from zip line which was
introducedin 2014.

Table 6. Income of APA from tourism services in MNP.

Year 2009 2010 2011 2012 2013 2014 2015
Income(GEL) 1,533 4,761 4,602 4,603 6,303 8,037 8,014

Source: MNP Administration.

Development of the MNP infrastructure and growth of tourism gave the
opportunity to local people, mostly to those living in Chakvistavi village, to engage in
tourism services. Currently local people provide the following services and products
to visitors:

e Accommodation: At present there are 4 family-run guesthouses in
Chakvistavi village. Average price of accommodation is 50 GEL/per person per day
including meals. There are 13 rooms with 33 beds in the guesthouses altogether: As
reported by a villager during the interview, one guesthouse hosts 80-120 guests per
season.Income of one guesthouse per seasonisin the range 3,000-5,000 GEL.

e Catering: Local restaurant "Chakvistavi" was developed with the financial
support of the Norwegian Government. The project was implemented by WWF
Caucasus Office. The restaurant is run by a local family and it hosts lots of tourists
during the season. In the interview local people reported that income of the
restaurantwas around 15,000 GELin 2014.

¢ Guide service: 2-3 local people provide guide services to tourists for 20-40
GEL pertour.

e Horseback riding: 6 local people are engaged in providing horseback riding
services. This service costs 5-10 GEL per hour or 50 GEL per day.

e Local agricultural products: almost all households in Chakvistavi village sell
agricultural and homemade food and beverages to tourists including fruits, nuts,
honey, homemade wine and vodka. Small market place started functioning in
Chakvistavi providing the products to travelers.

34. Baseline Situation and Analysis Report. Provision of Services for Elaboration of Adjara
Protected Areas System  Sustainable  Tourism Development Strategy and Plan of Action.
UNDP/GEF project Expansion and Improved Management Effectiveness of the Adjara Region’s
Protected Areas. Draft. November, 2015.




There is no data on the income generated by local people from tourism services.
However, it has been estimated that total expenditures of the tourists during their
visits to MNP amounted to about 1,244,655 GEL in 2014. This estimate indicates that
revenue collected by the MNP Administration (8,037 GEL in 2014) makes only a
minor portion of tourists' expenditures during their visit to the National Park. The
major part of expenses incurred by the visitors generates income for local people,
drivers from Chakvi and Batumi, tour agencies based in Batumi and Kobuleti.

Machakhela NP

Growth of tourism in the Ajara region has already affected and will continue to affect
tourists' visitation to the Machakhela Valley which is 21 km from Batumi the main
tourism destination in Ajara. There is no reliable statistical information on the
visitation to Machakhela NP. Administration of the national park was formally
established in 2014 currently does not register or keep records of visitors. The park
administration estimates that about 3,600 people visited the Machakhela valley in
2014 including 3,000 Georgians and 600 foreigners. As reported, foreign tourists
come mostly from Ukraine.

Majority of the visitors travel to the National Park for one day to enjoy the beautiful
landscape, biodiversity, historical monuments, local cuisine and local culture of the
Machakhela gorge. The main attractions are the Makhuntseti waterfall, other
waterfalls and restaurants along the Machakhela river and its tributaries.
Tskhemlara (26 km from Batumi), Mirveti and Makho archi bridges, Gvara and
Kalivake Fortresses, Acharistskali and Sameba churches and monasteries,
ethnographic museum of Machakhela (35 km from Batumi), Kokoleti village (40 km
from Batumi) are also the sites the tourists visit.

Some tourist groups of 2-4 people come to the Machakhela valley by local taxis.
Transportation costs 100 GEL round trip. The Tourism and Resorts Department of
Ajara organizes tours in the regions including the Machakhela valley. E.g. so called
“Cultural and historical tour in Ajara” brings tourists to some of the Machakhela
National Park's attractions such as Machakhela gun monument, Tskhemlara Bridge,
Zeda Chkhutuneti Village, the Ethnographic Museum e.tc. Duration of the trip is 4hr.
The tour package including transportation and a guide for a group of 8-10 people
costs 300-350 GEL.

Tourists are also brought by tour agencies located in Batumi. Tour agencies sell the
tour for 35-45 GEL per person per day. The services include transportation and a
guide. In addition tourists buylocal products such as honey, fish, vine and vodka,.

There is no tourism infrastructure developed in the Machakhela Natinoal Park itself.
Neither the park administration offers any services to the visitors. Respectively,
Machakhela National Park has no income from tourism at this stage of its
development.

35. Assessment of the Ajara Protected Areas Ecosystem Service Values and Benefits. Field
level survey and assessmentin the target protected areas. Prepared by Malkhaz Adeishvili for
the UNDP/GEF project Expansion and Improved Management Effectiveness of the Ajara
Region's Protected Areas. December, 2015.




Pic 3. Tourism and recreation in the Machakhela valley

Around 10 families living in the villages of the Machakhela gorge offer
accommodation services. Allthough, no information is available on how many
tourists stay in the Machakhela valley overnight. There are also some restaurants
nearby the protected area. E.g. Restaurant Machakhelais within the boundaries of
the protected area (only 2km from the Administration offices). Most of the
restaurants offer their services during summer season. As reported, the number of
restaurants has increased in recent years. Some of the restaurants have small fish
ponds toinclude fish (mainly American Trout) into the menu.

Due to limited information on the visitation to Machakhela NP and the use of goods
and services offered by local people, it was practically impossible to estimate the
income of local busyness and communities related to tourism. Nevertheless,
Machakhela National Park has a good potential for tourism development. To exploit
the potential, cooperation between the Ajarian and local governments, APA, the PA
Administration and UNDP/GEF project team is critical. Some efforts have already
been made to supporttourism developmentin the Machakhela gorge: The main road
in the valley was paved with asphalt by the governmentin recentyears. Tourismand
Resorts Department of Ajara has allocated in 2015-2016 years budget actions to
further develop tourism in the Machakhela valley. The actions include the
development of a bike route and improvement of the sign postsz.’%dministration of
Machakhela National Park has a plan to develop atleast 2 trails in the National Park -
one around the Chkhutuneti waterfall and the other one heading to Upper
Chkhutuneti village where the ethnographic museum is located’” Tourism
infrastructure, such as shelters, picnic places, resting areas, etc. has also to be
developedinthe park.

36. Tourism Development Strategy. Baseline Study. 2015. UNDP/GEF Project. Expansion and
Improved Management Effectiveness of the Ajara Region's Protected Areas.
37.1bid.




There is a good perspective in transboundary nature based tourism development
between Machakhela National Park and Jamili Bioshpere Reserve in Turkey. At
present there is no boarder cross check point between Georgia-Turkey in the
Machakhela valley making impossible for tourists to travel to the Turkish part of the
valley. Opening a boarder cross point would considerably boost tourism in the entire
Machakhela valley. Ministry of Environment and Natural Resources of Georgia,
Ministry of Foreign Affairs, Ministry of Defense and Ajara Government should work
with the Turkish counterparts to open the borders between Machakhela NP and
Jamili BR for tourists and local people. This will significantly increase tourism in the
Machakhelavalley.

Kintrishi PA

Visitation to Kintrishi Protected Areas increased from 458 to 4842 in the period
2008-2012. Year 2012 was the most successful in terms of tourist's visitation. The
number of visitors reduced slightly afterwards and remained relatively stable in the
period 2013-2015 (figure 4).

Figure 2. Visitation to Kintrishi Protected Areas.
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The increased visitation can be attributed to a number of factors, including:

- Establishment of Protected Landscape within the former State Reserve in
2007;

- Development of a basic infrastructure (state funded) in 2008 including: the
visitors center at the entrance of the PA in Tskhemvani village; two tourism trails with
toilets, picnic and camping places;

- Promotion of the Kintishi PAs by APA and improved information of potential
visitors;

- Some improvements of access road to the PA. E.g. Local government of the
Kobuleti municipality has paved with asphalt the road between Kokhi and Kechieti
villages;

Increased tourism on the Black Sea coastal part of the Ajara region;




The majority of travelers to Kintrishi PAs are one day visitors and small group
travelers. Most of the visitors are Georgians. 3,224 Georgian citizens visited Kintrishi
Protected Areas in 2014, amounting to 83% of the total visitation. Number of foreign
tourist was 672 amounting to 17%. The majority of foreign visitors arrived from the
Eastern European countries including Ukraine, Russia, Belarus, Poland, Armenia,
Azerbaijan.

Currently nature is the only attraction for the travelers to the Kintrishi PA. Main
attractions of the park are: wild nature, Colchic box trees, sub alpine and alpine
landscape; Waterfalls and lakes (Tbikeli lake 2200 meter a.s.l.) flora and fauna. They
also enjoy visiting some historical and cultural monuments in the PA and its
surroundings. The visitors use picnic places, camp sites, guide service.

The Kintrishi PA Administration offers tourists accommodation in the visitors'
center 2 guestrooms with 6 beds, WC, kitchen, equipped with solar system. They
also offer picnic and camping places, tents, slipping begs, horseback riding (3
horses). Figure 3 provides data on the income of APA derived from tourism services
provided by the Kintrishi PAs administration.

Figure 3. APA's ncome from tourism services provided by the Kintrishi PA
administrationin 2009-2015 (GEL).

2,000
1,800 : 1,720
1577 1,635
1,400 1,271
1'2w o - - -
976
1,000 878
780
800
600
O T T T T T T 1
2009 2010 2011 2012 2013 2014 2015

Source: Administration of the Kintrishi Protected Areas.

Rural houses in the villages are very poor and cannot be used as
accommodation; Catering facilities or shops do not exist. Locals have no experience
in offering catering services or providing picnic lunch boxes to the visitors. They
have no funds for installation of simple sanitation facilities.

As reported, just one family hotel started functioning in the Kintrishi Protected
Landscape zone in 2012 in Didvake village. This family was granted with a photo
voltaic lightning system and a solar water heater in the frameworks of the program
“Supportto the Village” of the Kobuleti Municipality.

There are few rural guesthouses with simple/basic conditions and accommodation




facilities outside of the PA in the Kintrishi gorge. About 10-15 family-run catering
places are located along the Kintrishi river on the way from Kobueti to the Kintrishi
PA.Mostofthem were establishedin 2013-2014. They operate in July August.

There is no data available on how many visitors used the services offered by local
people. Neither it is realistically possible to estimate the visitors expenditures
during their visit to the Kintrishi PA (other than those expenditures registered by the
PA administration as income). Nevertheless, tourism intensity and related economic
benefits both to the PA administration and local people are low at this stage of the PA
development.

The main reasons for the low level of tourism in the Kintrishi PAs are related to the
poorly developed infrastructure. Asreported, problems include the following:

- The access road and bridges are poor state of. The road from Kobuleti to
Kintrishi (last 9 kilometers) needs to be repaired. This is the main obstacle for local
tour operators to include Kintrishi in their tour products/packages. The most
problematic is a road section near Tskhemvani village,. The road here need to be
widened and strengthened. The bridge in Khino village is in an emergency state and
needtobe repaired.Itis the only way connecting the village with the outside world.*®

- There are few walking trails and the infrastructure along the tour routs is
inadequate;

- Thereisno power supply within the PA.

- Internet connection and sewerage system are also absent. Mobile phone
connectionis poor;

- There are few and inadequate accommodations in the PAs;

- Catering facilities and trade outlets do not exist;

- There is a shortage of local residents who could offer adequate tourism
services.

- Information about Kintrishi is haphazardly distributed; The APA and the
Kintrishi PA administration need to work with hotels in Kobuleti to disseminate
information about Kintrishi Protected Areas as most of the potential visitors stay
in Kobulety for holidays;

There is a good potential to develop geotrails from Khino to Gomismta, Guria
Mountains visiting beautiful lakes on sub alpine and alpine landscapes. Also, to
connect Mtirala NP and Kintrishi PAs with a hiking trail

APA, Kintrishi PA administration and the ongoing KfW SSPA project need to work
with the Kobuleti municipal government, local busyness, local communities and
potential donors to address these problems in order to increase tourism intensity in
the Kintrishi Protected Areas and generate benefits to various stakeholders.

38. Socio-economic Study. KfW project Support Program for Protected Areas. Georgia. 2015.
39. Tourism Development Strategy. Baseline Study. 2015. UNDP/GEF Project. Expansion and
Improved Management Effectiveness of the Ajara Region's Protected Areas.




2.5 Habitat or supporting services

Protected areas of the Ajara Autonomous Republic of Georgia have a global
significance from biodiversity perspective. Mtrirala, Machakhela and Kintrishi
Protected Areas encompass globally unique Colchic Forests (temperate rainforest).
The area is of biodiversity importance because of being a humid Pliocene flora
refugium, having a high proportion of narrow-ranged (local endemic) plants, a high
percentage of endemic fauna, as being a well-known bottleneck for migratory birds.
The target PAs are internationally important as an ice age refuge and subsequent
centre of dispersal of many species. Many of the flora and fauna species are included
in the Red Books of Georgia and Caucasus as well as in the IUCN Red List of
Endangered Species. For instance, Mtirala National Park conserves the mountainous
type of Colchic ecosystems. A significant area of the national park's territory has not
been altered from its natural state. A part of the National Park in the South has been
included into the list of Important Bird Area (IBA) designated in 2002.

Georgia is in the process of classifying its national habitats according to the Habitat
Directive of the European Union (Annex[) as well as the Bern Convention Resolutions
No. 4 (1996) and No. 6 (1998). Once habitats have been classified and mapped it is
likely that Mtirala National Park or parts of it will be proposed for an Emerald
Network of protected areas.

ic4.Forestand biodiversity in the Mtirala National Park.

Machakhela National Parkislocated along one of the importantrouts of the migrating
birds. The territory represents part of the ecological corridor connecting Western
Georgian protected areas - Mtirala National Park and Kintrishi State reserve with the
Jamili Biosphere Reserve in the North of Turkey. In this regard, Machakhela National
Park has an important function in forming the network of protected areas in the
Western part of Lesser Caucasus and developmentof transboundary cooperation
for biodiversity conservation between Georgiaand Turkey.




Global significance of Machakhela NP has been recognized by the international
biodiversity conservation community including the GEF which has allocated 1.3 mIn
USD for the Expansion and Improvement Management of Ajara Protected Areas
System including the Machakhela National Park. As expected, through the UNDP /GEF
project implementation Machakhela NP, Mtirala NP and the Kintrishi PA complex,
together with the adjacent Jamili Biosphere Reserve in Turkey will in combination
become effective tools for the long term sustainable conservation of the globally
unique Colchic temperate rainforest. As a result the Ajara region will be able to
successfully maintain Colchic forest biodiversity and habitat loss and fragmentation
will be limited. Maintenance of connectivity between large areas of well protected
forest will increase the chances of long term survival of species vulnerable to “island”
effects and increases the resilience of sensitive species to climate change.

2.6. Importance of protected areas for local population and poverty
elevation on the example of Mtirala National Park and a simple
cost-benefit analysis

Development of Mtirala National Park provides a remarkable example in Georgia
how investments in nature conservation can bring benefits in terms of preserving the
unique ecosystems and ecosystem services and at the same time generate economic
benefits for people within the protected area and outside of it. Relatively small
investments (1 mln Euros) supported by the Norwegian Government for
development of the management plan and basic infrastructure in the PA boosted the
nature based tourismin short period of time.

Development of tourism provided an incentive to the local government to improve
access road to the National Park. Chakvistavi village, the main destination of tourists
within the protected area, is now supplied with electric power which was not
available earlier. Cellular phone connection is now also available. Local people in the
village are engaged in nature based tourism related services such as providing
lodging and food, guide and horseback riding services to visitors. They sell fruits,
beverages to tourists. Thus tourism has become additional source of income for local
people.

Development of MNP and nature based tourism stopped migration from Chakvistavi
village. Moreover, some households who had left the village came back to their homes
and are now engaged in tourism services. One of the local residents mentioned during
the interview that development of the MNP saved the village: there were only 9
households left in the village before establishing the National Park. At present 13
households permanently stay in the village. Yet more are planning to come back to
their native lands. is seen by Many of the former as well as current inhabitants
consider the development of Mtirala National Park as an opportunity for the village to
grow again.




Gross value of economic benefit related to tourism in MNP has been estimated to
about 1.25 mIn GEL in 2014 (section 3.2). [t is complex to calculate the net benefit of
tourism activities due to the absence of data on costs of supplying the goods and
services to the visitors. Nevertheless, some estimates of the net benefit found by local
people and busyness who were engaged in tourism services are still possible.
Assuming thatnetincome of suppliers of tourism goods and services was 25% (lower
estimate) of their gross income, the net benefit of local people, local taxi drivers, tour
agentsand APAis estimated to 0.31 mln GEL.

Initial investment costs of the Georgian Government for the development of MNP was
minimal. Recurrent cost of operation and maintenance of MNP incurred by the
Georgian Government (state budget) and the APA amounted to 0.157 mln GEL in
2014 anditwas 0.152 mln GELin 2015 (table 7)%°

Table 7. Funding of MNP development and operation from various sources (GEL).

Source of Funding | 2007 2008 2009 2010 2011 2012 2013 2014 | 2015
State budget - - - 93,965 | 140,191 (151,898 | 152,579 | 135,232 [138,241
Eco Tourism

program* - - 7,071
APA’s own income - 22,402 13,276
Norwegian

Government/WWF 1 mln Euros

Government of 40,000 Euros

Poland

Critical Ecosystem

Partnership Fund 250,000 USD

CNF - - - - - - - 42,261 | 51,794
TOTAL 299,895 | 203,311

Source: Agency of Protected Areas.
* Eco Tourism program is funded by the state budget separately.

Comparing the net benefit of the local stakeholders with the State Budget's and APA's
expenditures, one can find that economic benefits brought by the development of
nature based tourism significantly surpasses the cost incurred by the Georgian
Government for operation and maintenance of MNP. Furthermore, the benefits are
still higher than all the recurrent costs including the CNF funding'f'1 It should be noted
that other benefits of the establishment of MNP, such as the conservation of
biodiversity, preservation of local culture and regulating ecosystem services, are not
included in this analysis.

40. Options for Generating Sustainable Revenues for Target Protected Areas in Ajara and for
Communities Living in and around them. Prepared by Malkhaz Adeishvili for the UNDP/GEF
Project Expansion and Improved Management Effectiveness of the Ajara Region's Protected
Areas.2015.

41.Ithas been assumed in this analysis that biodiversity loss or ecosystems disturbance due
totourismisinsignificantin MNP.




3. Options for Generating Sustainable Revenues for the Target Protected
Areas in Ajara and for Communities Living in and around them

3.1 Introduction

There are four main sources of funding currently available for development and
operation of the target protected areas in Ajara Mtirala National Park, Machakhela
National Park and Kintrishi Protected Areas. These funding sources include:

- State Budget allocations to the APA for operations of all protected areas.
Most of the funding received is spent for paying salaries of the PA administrations’
staffand covering the recurrent costs of the PAs;

- Allocations from the Agency of Protected Area's own income. The income is
generated through collecting the entrance fees in Imereti Caves and Okatse Canyon
and receiving the revenues from all PA administrations which generate income from
tourism service charges. These funds are allocated for covering the operation costs of
the PAs.

- Donor agencies' technical and investment support for establishing the
protected areas; and
- Allocations from the Caucasus Nature Fund to top up the governmental spending for
operation and recurrent costs including salary increments for the staff of Mtirala and
Machakhela National Park Administrations, available since 2014.

Table 8 provides summarized information on funding of the target protected areas
from the State Budget, APA's own income and the CNFin 2014-2015.

Two of the target protected areas in Ajara, including Machakhela and Kintrishi PAs,
currently do not have a management or development plan for next few years. Second
management plan for Mtirala National Park was approved in 2015. However, the
management plan is not supported by an investment or financial plan or program. In
this situation it is difficult to determine the financial needs of the target protected
areas or to estimate the gap between available resources and the funding needs.
Nevertheless, current financing of the Ajara PAs, especially Kintrishi and Machakhela,
is far below sustainability levels. Without appropriate funds Ajara PAs cannot
develop tourism infrastructures, hire or train staff, manage or patrol the areas,
undertake the monitoring and research, etc. Additional funds should be raised to
contribute to the financial sustainability of the target PAs.

Table 8. Summarized information on funding of the target protected areas from the
State Budget, APAand CNFin 2014-2015 (GEL).

2014 2015
State | PA | ONF | Total | OP | apa Beo- CNF | Total
Budget ota budget Tourism** ota

Mtirala 135,232 22,402 | 142,261|299,895| 131,170 | 13,276 | 7,071 | 51,794 |203,311

Kintrishi* | 67,480 | 7,532 - 75,012 | 72,088 | 4,538 5,744 | 24,382 106,752

Machakhela | 64,176 | 12,495 - 76,671 | 105,663 | 9,874 5,744 - 121,281

*Funding of Kintrishi PAs from the KfW's SPPA project is not included.
** Eco-Tourism is a program of the APA financed by the State Budget.




3.2 Opportunities for increased financing of the target protected areas
from the APA's budget

In recentyears own income of APA increased significantly. Major part of the revenues
has been generated through the entrance fees and tourist service charges in Imereti
Caves and Okatse Canyon. Other part of the APA's income has been generated through
the charges payed by tourists to the PA administrations for various tourism goods and
services such as accommodation, picnic and camp sites, guide services, conference
halls, tents, etc. In 2013, APA's own income from the charges amounted to 1.023
million GEL, up from 0.13 million GEL in 2010 (figure 4). Imereti caves alone raised
918,984 GEL, which was 90% of all tourism revenues for APA. Furthermore, own
income of the Agency amounted to about 1.958 mln GEL in 2014 and it exceeded
2.131 mIn GEL in 2015-*This means that about 6.7 mln GEL invested by the Georgian
Governmentin the development of infrastructure in Sataplia Cave and Okatse Canyon
in 2011-2014 brought about 5.2 mln GEL income to the Agency of Protected areas in
the period 2012-2015. Furthermore, APA expects to receive additional income from
Martvili Canyons in the Samegrelo region where infrastructure development is
ongoing.

Figure 4. Funding of the Agency of Protected Areasin 2008-2015 (GEL).

14,000,000

12,000,000

10,000,000

8,000,000

6,000,000 -+

4,000,000

2,000,000

—

2008 2009 2010 2011 2012 2013 2014 2015
® Own income B state budget ® Donor grants HTOTAL

Source: Agency of protected Areas. Note: 2012 state budget funding includes 4 min GEL
specifically allocated for the construction of tourist infrastructure in Okatse Canyon.

42.Dataprovided by head of Finance Department of the APA.




Since 2012, APA has a mandate to retain all of its incomes for financing its activities.
Before, most of these revenues were allocated to the State Budget. Respectively,
income generated by APA is a potential source of additional funding for all protected
areas in Georgia including the target PAs in Ajara. However, to take advantage of this
opportunity, administrations of the target PAs need to compete with other protected
areas which are also struggling with the shortage of financing. One of the ways to
receive APA's financing might be the elaboration by the PA administrations of short-
term development programs with investment/busyness plans (e.g. for three years).
In this regards, Machakhela National Park is in a better position for the following
reasons: The national park is under development; Preparation of the management
plan and tourism strategy for this PA is ongoing; There is a clear need in
infrastructure investments, in addition to small funding available in the UNDP/GEF
project, to effectively operate and sustain the national park; UNDP/GEF project
envisages development of investment/business plan for this protected area.

3.3 Tourism service charges

Administration of two target PAs Mtirala National Park and Kintrishi Protected Areas
currently provide services to tourists and generate income.. However, all income
generated is collected by APA's. The PA administrations do not have their own bank
accounts, neither the right to retain the collected revenues.

Income generated by MNP amounted to 8,016 GELin 2014 , while the income
generated by the Kintrishi PAs was as little as 1,271GEL . In other words, income
generated per visitor in both in Mtirala (22,968 visitors in 2014) and Kintrishi (3691
visitors in 2014) amounted to about 0.35 GEL . The low level of income must be
related to the low demand of tourists on the services offered by the PA
Administrations. The low demand, on its own, is partly related to the poor quality of
the services offered. In these circumstances it is not advised to increase the prices on
the services offered as this may discourage the visitors to use the services and reduce
further the demand. Rather, the Agency of Protected Areas and the PA
administrations should strive to provide new, diversified and higher quality services
e.g. improved guide services, improved interpretation materials, direction signs on
existing routes, new trails, new products and services such as rafting, bird watching,
mountain biking, etc. Some of these services could be more effectively provided
through the engagement of private sector and local people.

PA Administrations should play a critical role in bringing visitors to the protected
areas.The target PAs need to enhance capacity and skills of the administrations' staff
in tourism marketing, interpretation and hospitality to attract more visitors **

43. Ajara Protected Areas Sustainable Tourism Strategy. UNDP/GEF project Expansion and
Improved Management Effectiveness of the Adjara Region’s Protected Areas. Draft. 2015.




3.4 Entrance fees

In the short term, Mtirala National Park can introduce entrance fee system with
differentiates fee rates for school children, domestic and foreign tourists. As an
example, the following differentiated fee rates are proposed for different groups of
visitors:

- Local people including permanent or temporary residents of Chakvistavi
village no fee.

-School children 3 GEL per child.

- Georgian national adults - 5 GEL per person.

-Foreigners 10 GEL per person.

However, it is recommended to APA, before introducing the fee system, to undertake
attitude and willingness-to-pay (WTP) surveys to get clarity on fee levels, the desired
methods of fee collection, and any obstructions that may face in the way of
introducing the fees. WTP to access the national park could inform the process of
designing a fee structure which would combine the multiple goals of securing high
revenues, keeping visitation levels at the PA's carrying capacity and ensuring
equitable access to PAs.

. Many of the visitors arrive to Mtirala NP by cars. They use the area in front of the
visitor centre as a parking place causing some congestion in the area in high tourism
season and disturbance among local communities. In order to prevent congestions
and pollution, park facilities should be provided, designating areas for cars where
impacts from car parking can be minimized. MNP administration can introduce a
reasonable charge rate for parking and generate some income from this service.

3.5 Concessions and leases

Concessions have not been widely applied in Georgian PAs. Moreover,
currently, business concessions are not used as a source of revenue in the Ajara PA’s.
There are lots of opportunities for concessional arrangements in Mtirala National
Parkand othertarget PAsin Ajara..

Ajara Protected Areas Sustainable Tourism Strategy developed under the UNDP/GEF
project Expansion and Improved Management Effectiveness of the Adjara Region’s
Protected Area identifies concessions as an effective mechanism for public-private
cooperation and generating economic revenues for Ajara PAs. It suggests
participatory elaboration of a concession framework for Ajara PAs as a strategic
priority.

Concessions can be issued for providing tourism services such as tour guiding,
rafting, 4X4 driving, horseback riding, mountain biking, sale or rent of sports and
recreational equipment, etc.




3.6 Resource use fees

Increased fee rates on extraction of firewood could generate some income in
Machakhela National Park where the extraction rates are relatively high.
Nevertheless, itisnotrecommended to increase the fee rate for firewood allocation in
the Ajara PAs as the firewood is the only source for heating for local people in the
support zones where poverty is widespread. It is also not advised to introduce a fee
for extraction of non-timber forest products for non-commercial uses. Increasing the
firewood extraction fee or introduction of a fee for extraction of non-timber forest
products could exacerbate the conflict between local people and PAs over the right to
use natural resources.

3.7 Cost sharing with NGOs

“Friends of the Park” program provides an excellent opportunity to raise funds from various
private and international donor organizations which are interested in improving the
livelihood oflocal people and are keen to support NGOs and local communities' involvement
in PA management.

In Georgia there are some good examples of cooperation between the PA administrations and
NGOs. E.g. NGOs in the form of friends' associations have been established for Vashlovani,
Lagodekhi, Tusheti and other protected areas. These NGOs have been very successful in
mobilizing funds from various donors and they have implemented a number of small scale
projectsin the benefit of the protected areas and local people.

Friends of the Kintrishi Protected Areas, a non-profit organization, have been founded under
the KfW SPPA project. It is thought that this organization will mobilize financial resources
from various sources to support development of the Protected Areas and local communities.
There is also a plan to establish friends' organization for Mtirala and Machakhela National
Parks. It is recommend that UNDP/GEF project and APA to make efforts for strengthening
and capacity building of the NGOs for fundraising, project proposal development, project
management, etc., and facilitate access to relevant small grant opportunities such as the GEF
Small Grants Program and other mechanisms to support environmental and sustainable
resource use initiatives by civil society actors. Perhaps, for efficiency, it would be appropriate
to have one single Friends of the Ajara Protected Areas Association instead of having
separate friends' organization for each of the target Pas.




3.8 Financial autonomy of PAs and busyness planning

Implementation of revenue generation options will have a little or no effect on the
financial sustainability of the target PAs in Ajara unless they are entitled to retain the
revenues and use the financial resources efficiently for sustainable management of
the protected areas.

At present time, APA operates under a centralized management and financial
system with very little delegation extended to individual PA administrations. For the
current structure, a centralized system may be indeed helpful to facilitate the
necessary planning and decision-making for the whole PA system, especially in
terms of financial planning in the coming period. However, in the long-run, itwill
be useful to consider providing certain level of financial and administrative
autonomies to selected protected areas, especially to those with more developed
infrastructure, experienced and professional staff and, most importantly, with own
revenue generation potential. It should be taken into account that PA
administrations will be more motivated for designing and implementing effective
revenue generation schemes ifthey are entitled to retain all or some of the revenues.

At present, among the target PAs in Ajara relatively advanced for becoming
financially and administratively more independent is the Mtirala National Park
Administration. APA may wish to consider providing certain level of financial
autonomy to this administration in the medium term on a pilot basis.

In the conditions of financial and administrative autonomy of PAs more important
will become for PA administrations to shift from current practice of short-term
planning of activities to longer term busyness planning with identification and
estimations of expenditure needs and potential revenue streams.

3.9 Payment for ecosystem services

In recent years, there has been increasing interest in economic approaches, referred
to as payment for ecosystem services (PES) or incentive-based mechanisms, in which
beneficiaries of ecosystem services provide economic incentives (voluntary or
mandated by law) to the providers of the services including park authorities and local
communities.

In theory, payment schemes could be developed for any of the ecological services
provided by PAs. In practice, however, PES schemes are most developed for
ecosystem services that are clearly defined, highly valued by beneficiaries, and/or
legally protected under rules that encourage markets and trade.

Examples of PES used to generate funding for PAs include payments for watershed
protection, carbon sequestration and biodiversity conservation. Payments for
hydrological services have been applied in a wide range of cases and countries, and
range from transfers between public hydropower and water utilities to PA agencies

In the context of the Ajara PAs, and Georgia in general, due to shortages in the
governmental budgets and lower level of priority given to nature conservation, it




seems less realistic to use public funds will be used for implementing the PES
systems. However, there is a potential to engage, on a voluntary base, private or
municipal users (e.g. hydropower companies, water utilities) of
watershed /hydrological services provided by the target PAs in PES schemes. For
instance, Batumi Water Utility (BWU) uses water resources originating in Mtirala
National Park to supply drinking water to its clients including about 124,000
residents of Batumi, commercial and other organizations. BWU extracts water
resources from the National Park free of charge and, as a commercial organization
established by the Batumi Municipality, generates profit through collecting water
tariffs paid by its clients. Theoretically, it is possible to engage this organization and
the Batumi Municipality in PES scheme voluntarily. In this scheme BWU would pay a
part of its income to Mtirala National Park for improving the management of the
protected areas, and management of watershed services, in particular. Engagement
of the BWU and Batumi Municipality in the PES scheme will depend on the financial
health ofthe BWU and its corporate social responsibility.

Other target group for involvement in PES scheme consist of power companies with
hydropower plants located downstream the rivers originating in the target PAs.
Examples include Kintrishi HPP (6 MW, construction will complete in 2016)
downstream on the Kintrishi river and Khelvachauri Hydro Power Plant (36.4 MW,
construction is ongoing downstream of the Machakhela river after it joins the
Chorokhi river). Functioning of the hydropower plant depends significantly on the
hydrological services/water flows in Kintrishi and Machakhela PAs. These
companies may wish to pay for improved management of the protected areas to
ensure stabile water flow for the hydro power plants.

Inthe absence of respective regulatory frameworks there is no mechanism in Georgia
for a mandatory involvement of beneficiaries of ecosystem services in PES schemes.
Therefore, engagement of ecosystem service users in PES schemes can be voluntary
only depending solely on the environmental and social responsibility of the
beneficiaries and their willingness to pay for improved management of PAs or
improving the livelihoods oflocal people living in and around the protected areas.*

44. It should be noted that PES mechanisms can be effective in protected area management
only when they also contribute to livelihoods and the wellbeing of the local communities.




3.10 Biodiversity offsets

Biodiversity offsets are attracting increasing interest as governments and the private
sector seek to address biodiversity loss occuring through the development projects
and activities.

There is no knowledge, experience or legal framework for application of biodiversity
offsets in Georgia. Nevertheless, environmentalists and decision makers in the
country must be informed about this mechanism. For a practical application of
biodiversity offsets there should be an adequate regulatory framework put in place
and technical knowledge should exist for designing and implementing
environmentally effective and cost efficient offset schemes. As an initial step, a pilot
biodiversity offset project can be designed and implemented with a voluntary
engagement of a developer who will be willing to pay compensation for residual
biodiversity loss related to its development project.

3.11 Local people's income generation opportunities related to tourism

One option for enhancing the local peoples' support to protected areas is to provide
them with the opportunities to generate income from tourism related services. In this
respect, all target protected areas in Ajara have a potential.

Local people living in Mtirala National Park - Chakvistavi villagers have benefited a
lot from the development of the protected area by generating income from tourism
related activities. Income generation opportunities can further be enhanced for the
villagers if tourism flow increases and the Park Administration together with local
people offer better and diversified services to visitors.

Improvement of access to Mtirala National Park, specifically improvement of the last
7 km from the Park Administration building to the Park, can significantly increase
tourist flow. Improvement of existing infrastructure (e.g. installing directional signs,
providing interpretation materials along the routes, marking the places of interests,
etc.), development of new trails and offering new services such as bird watching,
mountain biking, professional guiding, can also help to increase the tourist flow.

Implementation of the infrastructure development plan proposed by the Ministry of
Economy and Finance of the Ajara Autonomous Republic has a good potential to
attract more tourists to the Mtirala National Park. It is essential that local people are
involved in tourism services. APA can provide training to local people in various
tourism services, lease respective equipment or inventory to them and grant them
with concessions for providing these services.

Extending the economic benefits of tourism to other villages of the support zone is a
challenge for Mtirala National Park. One option for achieving this might be the
development of second tourism rout through Korolistavi village. This would increase
the tourism flow to the village and create opportunities for local people to generate
income from services they can offer to tourists.

For Machakhela National Park and Kintrishi Protected Areas priorities are
attracting more tourists and providing financial and technical support to local people




to enable them to offer services to visitors such as accommodation, catering, guiding,
horsebackriding, rafting, etc.

In Machakhela National Park it is expected that most of the tourism activities will take
place in the Machakhela Valley which is settled by local people and where one can find
the major historical and cultural attractions. Therefore, opportunities for
involvement of local people in tourism related services such as accommodation,
catering, sale oflocal products are greater here.

There are less opportunities for income generation from tourism related services in
the Kintrishi Protected Areas where the number of local people are limited (only 5
households stay permanently in the protected areas, as reported). Furthermore, local
people do not have adequate facilities and skills to offer services to tourists.
Therefore, in the short term, the major onus for offering tourism related services
should be with the APA and the Kintrishi PA Administration.

3.12 Income generation opportunities related to beekeeping

Beekeeping is a traditional activity in the Ajara region and it is a source of income for
many households living in support zones of target PAs. Majakhela valley which is part
ofthe Khelvachauri Municipality is especially known for honey.

Georgian honey, and Ajarian honey in particular, is considered to be a product with
high export potential. However, currently, due to different reasons such as lack of
specialized certification laboratories for honey and certification bodies for the
quality control of honey, Georgia cannot officially export honey to neighboring
countries nor to the EU despite the quotas they have according to the international
agreements.

The main concerns for certification and exporting Georgian and Ajarian honey are
antibiotics and traces of pesticides in honey which cannot be tested in Georgian
laboratories. Other reason for limiting the opportunity to export Georgian honey is
that clients often require monofloral honey, thatis, honey from the nectar of one plant
species. In Georgia, however, mainly multifloral honey is produced.

Relatively higher price of Georgian honey is also alimiting factor. Almost 100% of the
honey in the country is produced by small scale beekeepers having no scale or
financial capacity to implement best practices and increase efficiency. Due to small
scale production price of Georgian honey is relatively high limiting the opportunity
forincreased export.

Ifthe points of weakness are addressed, Ajarian honey could become a niche product
and enter new markets.




Pic 5. Beekeeping in Kintrishi protected landscape
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To support honey export, Georgia needs a well-equipped, accredited laboratory
capable of conducting the tests necessary for product certification in compliance
with EU standards.

Scaling up the beekeeping and related efficiency gains will be necessary to bring
down costs and increase the competitiveness. Scaling up the production will also
provide opportunities for implementation of new technologies and improvement of
beekeepers' skills will further strengthen the sector's competitiveness. This will also
help to comply with international certification standards.

One option for scaling up and commercialization of honey production is development
of beekeepers cooperatives. Therefore, a project can be designed and implemented to
facilitate the development of beekeepers cooperatives in the Ajara PAs' support
zones , E.g. in the Machakhela Valley. Assistance to local beekeepers should be
provided to advance their skills and gain awareness of international markets,
international certification standards and modern technologies in beekeeping.




3.13 Improving the livelihood of local people

The protection of nature and the promotion of bio-diversity can only be sustainable if
the people who are geographically, economically and culturally close to the areas
involved are at ease and happy with the protection of nature.

KfW SPPA project includes socio-economic development in adjacent communities of
Kintrishi Protected Areas. About 330,000 Euros have been allocated for socio-
economic development component of the project. The funds are provided for small
business development and small infrastructure rehabilitation/development
projects through, so called, Financial Participatory Approach (FPA). This approach
uses direct financial resources for mobilizing local populations to take charge of
their own development.

Funds available in the UNDP/GEF project for supporting the socio-economic
development of local communities in the Machakhela Valley are relatively limited.
Therefore, the project team together with APA and Friends of Machakhela NP should
strive to develop a project proposal and apply to potential donors for financing a
special socio-economic development program for local people in the Machakhela
National Park support zone. The program should aim at supporting small business
initiatives, promoting co-operative mechanisms necessary to achieve viable
economic scales for local agricultural activities, supporting small infrastructure
rehabilitation/development projects - improved water supply and sanitation,
improved access to local and international markets, etc. There is also an opportunity
to cooperate closely with the ongoing UNDP/EU ENPARD agricultural project which
supports the development of local householder co-operatives and provision of
appropriate extension services. The UNDP/GEF project team can cooperate with
ENPARD project to facilitate the access of the Machakhela communities to such
support.

One of the acute problems facing Machakhela National Park is the limited access of
local people to forests for fuel wood extraction. Energy needs of local people for
heating are entirely met by fuel wood. Other sources of energy such as coal from other
regions of Georgia, biogas, solar power or electricity (with current prices) does not
seem to be economically feasible alternative for local people. Fuel wood is therefore a
key resource need which the new National Park will have to ensure.

Other problem with respect to fuel wood consumption in Machakhela NP is related to
inefficient use of this resource: most of the households collect wood from the forests
in autumn and they burn the fuel before it dries. Energy content of raw wood is lower
than that of dry wood. Respectively, burning the raw or semidry wood is highly
inefficient. Moreover, local people use traditional inefficient stoves energy efficiency
of which is 30%-40% lower than that of energy efficient stoves. These factors
contribute to high demand on fuel food. Furthermore, burning raw wood in
inefficient stoves increases indoor emissions of various toxic substances
(hydrocarbons, carbon monoxide, acetic acid, wood alcohol, formaldehyde, soot and
tar) negatively affecting the health of population.




UNDP/GEF project, Machakhela NP administration, Friends of Machakhela NP and
local governments could work with local people to increase their awareness
concerning the negative economic and health impacts of inefficient use of firewood.
Promotion and widespread application of efficient stoves in the households could
reduce firewood demand and pressure on the forest.
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