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After the fall of the Soviet Union, almost all post-Soviet countries started 
a transition from a socialist centralized command system to a market econo-
my. Most post-Soviet countries opened economic borders for the free flow of 
capital, labor, goods and services, and actively engaged in the activities of the 
global market economy. The central planning system of the Soviet Union was 
dismantled, and local national economies had the responsibility of creating 
their own policies for development. The new realities of the market economy, 
however, highlighted the limitations of a totalitarian central planning system 
and exposed the old economic practices to be insufficient to propel the new 
government economies forward. Central planning was associated with the in-
efficiencies and the collapse of the Soviet economy (Imam, 1992). Neverthe-
less, there was no other relevant locally driven planning experience for a new 
developing market economy. The need for a transition, for decentralization, 
the introduction of free market institutions, and support of private ownership 
were lacking (Aslund, 2011). The transformation of the remains of the dis-
connected post-Soviet production factors1 to a new type of market economy 
was the present challenge. Furthermore, there was no experience in the trans-
formation of a necroeconomy, the so called dead part of the economy, with 
countries directly linked to the heritage of the old Soviet production system 
(Papava, 2001). For example, as noted by Papava (2010), “After the collapse 

1  Agglomeration economies were one of the dominating forms of local eco-
nomic development in the Soviet Union. Gigantic soviet factories and material 
provision and product distribution channels spread all over the union created a 
huge system which was supposed to function as a whole but had little chance to 
continue with dissolution. Accordingly, after the collapse of the union, most of the 
factories were closed (Papava 2008).
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of the command economy, with rare exceptions (in particular, some facili-
ties for generating hydroelectric power, oil and gas production, and primary 
processing of raw materials), all of the goods produced in the postcommunist 
countries were incompatible with international standards and could not com-
pete due to low quality and/or high price (p.38).” The lack of experience with 
the transition of a necroeconomy led the post-Soviet countries to develop 
unrealistic expectations from policies of liberalization. Measures of privati-
zation did not transform the whole economy but merely the healthy sectors 
(Papava, 2009; Ismailov & Papava, 2008). 

With this in mind, the first section of the article briefly explains the cen-
tralized totalitarian planning process used in the Soviet Union, the pros and 
cons of the system and specific negative effects on local development in its 
cities. Next we elaborate on the transition from a central planning government 
run economy to the implementation of strategic planning. At this point, we 
discuss the advantages and disadvantages and challenges of strategic man-
agement used in western countries, specifically the United States. We next 
describe the transition process of strategic management in Tbilisi, the capital 
city of the country of Georgia and generally refer to the strategic experience 
of other self-governing Georgian cities. Finally, we provide some recommen-
dations that may promote the local development process via strategic man-
agement in the city of Tbilisi as well as in other post-Soviet cities experienc-
ing similar transition difficulties. 

Centralized Totalitarian Planning System in the Soviet Union
Administration and planning in the Soviet economy was a centralized 

(top-down approach) based on a branch or sectorial principle developed from 
Stalin’s policies soon after the 1917 revolution. During the 1920s and early 
1930s, central ministries managed the sectors and economic linkages were 
driven by vertical control tools. The government managed investments as well 
as the means of production and market relations played a residual economic 
role (Shaw, 1985). The outline for development policy was based on socialist 
ideology and the leadership of the Central Communist Party. In essence, the 
process was realized through two central government planning institutions 
called Gosplan or (planirovanie) for economic development and Gosstroi or 
(planirovka) for construction. Each was responsible for their ministries and 
both institutions “had branches in the Soviet republics, and at the city level” 
(Van Assche, et al. 2010, 379). Vertical as well as horizontal linkages inside 
or among sectors were planned by the Soviet Union and managed by branch 
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ministries. Almost no room was left for local initiative, and the bottom-up ap-
proach to planning was used as minimally as possible (Shaw, 1985). Thus, the 
Soviet strategic planning system was mainly based on top-down initiatives 
led by Gosplan and Gosstroi. 

At the local level, each branch ministry produced goods and services in 
compliance with the plan received from the central planning office which 
were more often than not direct orders. Local or enterprise managers as they 
were sometimes called had no freedom for innovation. The number and type 
of inputs and outputs were strictly limited, and the managers’ main duty was 
to meet the production quality and quantity goals as indicated in the plan. In 
other words, output goals were determined not by consumers, the market, or 
price mechanisms, but by central planners (Perkins, 1963). 

The Soviet strategic plans, as introduced by Stalin, were mainly devel-
oped for five years and only later were they increased to ten and fifteen year 
spans. However, ten and fifteen-year planning projections proved to be more 
elusive as the information needed for its development was inadequate. Unex-
pected changes due to growth in the complexity of the Soviet economy and 
unrealistic statistics resulted in frequent corrections to the five-year strategic 
plans (Shaw, 1985). It was especially obvious during the last decade of the 
existence of the Soviet Union. Official statistics did not present the real pic-
ture. The Soviet bribery system, called “Tolkachi,” 1supported the report of 
unrealistic figures, as if the production of goods and services was done in 
accordance with the official plans.

After the disintegration of the Soviet Union, most of the connections in 
the system were lost and privatization of public property and businesses was 
speculative in most cases. There was no experience in doing business in a free 
market economy, a regulative framework was undeveloped, and a huge por-
tion of the economy logically moved to a shadow market (Asatiani 2009). In 
addition, civil and separatist wars in two regions of Abkhazia and Tskhinvali 
in Georgia, as well as other conflict in the Central Caucasus  region (Chech-
nya in Russia, and the  Karabakh conflict between Azerbaijan and Armenia), 
negatively affected the development effort, and it took some time to start the 
stabilization process of economic development. 

1 The “Tolkachi” system was a huge bribery machine where all the main 
stakeholders (politicians or party members, administrators, suppliers, produc-
ers, distributors and infl uential consumers) were in covert agreement. They were 
serving their own interests and not the publics. They covered the misconduct of 
their partners in the process, and supported red tape and bribery.
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Central strategic planning had advantages as well as disadvantages. As 
Shaw (1985) noted, the main advantage in theory was the ability to administer 
regional problems. A disadvantage was that most socialist system planners 
simply developed schemes about what, where, when, and how much of a 
particular product was desired versus the actual need based on community as-
sessments or market mechanisms. Additionally, the location of key economic 
infrastructure was guided more by politics and ideology versus a rational plan 
with respect to what made economic sense for the region and country. The 
necessary information to make the right economic decision for the placement 
of a factory, for instance, was not always driven rationally. In practice, it was 
found that industries were not able to avoid inefficiencies and plan resource 
distribution adequately because vital information was kept by branch offices. 
Branches did not cooperate with each other due to tight time limited plans 
and a lack of trust. They tried to bring the whole production process within 
their sector, avoiding dependence on services or products provided by other 
branches. However, this behavior promoted duplication and growth of com-
plexity in terms of size and scope of branch activities (Nove, 1977). 

Imam (1992) noted that the soviet command-bureaucratic machinery and 
extreme ideological controls, as well as high military spending during the 
cold war period (excessive allocation of resources for the arms race), brought 
the Soviet Union to a crisis in terms of economic performance and democrat-
ic norms and practices. Problems arose on various levels: (1) policymaking 
– resources were unevenly redistributed for production in favor of military 
spending without considering the real economic and community needs; (2) 
management – corruption and cover-up existed in almost every chain of the 
economic system involving almost all officials and party members through 
the “Tolkachi” system; and (3) meeting the growing consumer demands – 
shops were empty or providing a very limited number and  types of products, 
showing a disconnect between demand and production and discrimination of 
access to quality products (Imam, 1992). Furthermore, planning production 
(supply) was disconnected from the demand of the consumer market. The 
huge bureaucratic mechanism of planning, with its vertical chains of com-
mand, was not responding to the rapidly changing market needs for the provi-
sion of goods and services and some products appearing on the market had 
no demand. In addition, adoption of new technologies was complicated due 
to the lack of expertise in the field. As the Soviet Union imported advanced 
western machineries, for instance, no foreign consultants were used to brief 
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local factories on how to use the new technologies. This lack of interest from 
the central planning system as well as local managers was connected with 
time transaction costs when they had to comply with plans for the production 
of goods and services (Perkins, 1963). Soviet style planning was not the best 
tool to respond to consumer needs, and using central planning in a free market 
economy did not result in a positive transition. During the transition process, 
it was found that development was less likely to be achieved without some 
type of planning. 

The practice in Georgia showed that the introduction of Shock Therapy 
did not assist the economy of the country, but made the situation worse (Asa-
tiani, 2009). The lack of proper planning and understanding of local economic 
conditions in the country resulted in mass privatization of soviet enterprises. 
Policies for attracting additional investments for renovation technologies re-
lated to production as well as marketing and sales to raise their competitive-
ness in the global market were absent. Accordingly, the following outcomes 
were found: the closure of industries; long-term high unemployment; the 
waste of local resources and business connections with supply and consumer 
markets inside the Union; and ruining the agglomeration economies without 
creating incentives for transformation. 

Transition from Central Planning to Strategic Planning 
At the start of the transition period, the preferred method used by post-

Soviet countries was a type of “Shock Therapy.” This rapid change, in most 
cases, did not consider the peculiarities of local development factors for suc-
cessful transformation of the domestic economy. Shock Therapy meant the 
“lifting of price controls, rapid price and foreign trade liberalization on the 
basis of free pricing, denationalization of property and creation of private 
property, and the minimization of the state’s economic role” (Asatiani, 2009, 
81). The transition from a socialist regime to market economy was a rather 
new phenomenon, and there were no developed models to base a transforma-
tion. In essence, it was a dismantling of one system by various means with no 
efforts to develop the country’s production potential. Shock Therapy turned 
out to be ineffectual and various countries started using alternative methods 
for the development of their national and local economies (Asatiani, 2009). 

Most post-Soviet countries turned to the western practice of strategic 
management as one of the local development instruments better suited to 
the market economy. In these countries, the only experience that existed was 
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related to the central planning system, dominated by a top-down approach 
to planning and very little if any of a bottom-up approach for development. 
The “planning machinery” in place was rather weak and undeveloped in the 
various local cities and regions. Previously these organizations fulfilled the 
directives of the Soviet central planning structure and were now less likely to 
plan development on their own (Shaw, 1985). The capacity for local planning 
was insufficient, and if there was some, it was related to the soviet experience 
of a closed economy and dominated by public ownership, rather than a free 
market economy and private ownership.1 This was especially true for the cit-
ies and municipalities having an under developed capacity and nonexistent 
economic agenda.

In Western Europe and, especially, in the United States, the bottom-up ap-
proach to planning was preferred and has brought concrete results.2 At the end 
of the twentieth century, strategic management became a trendy direction in 
the management practices of public organizations in the United States (Pois-
ter and Streib, 2005). In 1993 the United States introduced legislation – the 
Government Performance and Results Act, requiring government agencies to 
develop strategies tightly linked to performance measures and budgets. The 
federal initiative was supported by a number of state governments, and strate-
gic management became obligatory for a large number of cities and state and 
federal agencies (Melkers and Willoughby, 1998). However, not all U.S. cit-
ies use strategic management as the preferred tool for development. In some 
cases, it is used to meet the obligations set by legislatures and is less likely to 
link development efforts together. 3

1  In a closed economy, we can refer to the Soviet Union’s special restric-
tive policies on the mobility of resources and its closed borders, which resulted 
in a lack of free movement of capital and goods/services inside and outside the 
Union. The Union strictly regulated all transactions associated with import-ex-
port as well as migration of the population inside the union (Perkins 1963). Fur-
thermore, population migration outside the union was limited to very few people 
(politicians, artists, and other groups with special positions in the union) and 
strictly forbidden for the rest of the citizens of the Soviet Union.

2  In a top-down approach, we refer to the development that comes from the 
center as higher level of government, 

while in a bottom-up approach, we emphasize development driven by a local 
community through direct or 

representative democratic participation in the political decision-making pro-
cess. 

3  According to Poister and Streib (2005), only 44% of 512 municipal man-
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Positive results of strategic management in developed countries have been 
widely recognized by various scholars and applied as a tool for public orga-
nizations to use at various levels of government (Eadie, 1987; Denhadrdt, 
1985; Dodge and Douglas,1982; Sorkin, 1984; Steiss,1985; Streib,1992; 
Swanstrom, 1987). Numerous consultancy firms, think tanks, and other uni-
versity based research groups were also actively involved in the process.  
Simultaneously, international organizations vigorously encouraged the de-
velopment of special guidelines for strategic management as an instrument 
and knowledge base to transfer to developing countries. For example, the 
World Bank developed special guidelines to support cities in preparing lo-
cal economic development strategies. In active cooperation with several 
programs, Cities Alliance along with various partnerships and international 
organizations, such as the World Bank (WB), the Deutsche Gesellschaft für 
Internationale Zusammenarbeit (GIZ), the United Nations Development Pro-
gramme (UNDP), the United Nations Environment Programme (UNEP), the 
Swedish International Development Cooperation Agency (SIDA), and others 
have dedicated special funds and efforts for strategic planning in developing 
countries. These efforts have played important roles in engaging governments 
on the local as well as national and regional level. For instance, in Georgia, 
the World Bank brought a group of experts and financed a local economic 
development (LED) strategy as well as a city development strategy (CDS) 
in Tbilisi. The United Nations Development Programme was in charge of 
developing a LED strategy in Rustavi, Batumi, and many other cities and 
municipalities around Georgia. The European Commission, GIZ, UNDP, Pol-
ska Pomoc and other partners also supported the development of the regional 
development strategy for Georgia. 

Post-Soviet cities in Georgia with the support of international organiza-
tions are currently engaged in transferring Western European and US type 
strategic planning as they adopt new policy planning tools for their local con-
text (Gelashvili &Darsavelidze, 2009; Darsavelidze, 2011). In order to bet-
ter understand the local economic development peculiarities and enable an 
agers who participated in the survey use strategic management on a city-wide ba-
sis. Th e longevity and institutional memory of the strategic management process 
in municipalities varied. Only 23% of the municipalities with interest in strategic 
management noted that they had completed a plan. Th erefore, the link between 
strategic management and performance measurement and a budgeting process was 
weak. Th irty-three percent of strategic management eff orts had been tied to budg-
ets, and only 22 % to performance measures.
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improved application process of the accumulated experience in a post-Soviet 
country such as Georgia; it is important to explore the transition process from 
a central Soviet planning structure to strategic management model. It would 
be advantageous to identify challenges and enumerate possible recommenda-
tions to overcome the difficulties associated with the process. 

Strategic Management – Advantages and Disadvantages
At the beginning of the 21st century, strategic planning was introduced 

in Georgia as a mechanism to help local authorities plan their economies. 
With the support of international organizations, local governments engaged in 
strategic management practices as a substitute for the old soviet style central 
planning system. Strategic management as an advanced tool of development 
is widely recognized and used in many cities around the world (Blackly & 
Bradshaw, 2002). Today, it is widely deployed in private as well as in the 
public sector including non-profit and non-governmental organizations, lo-
cal, regional, state, and the federal government. In spite of its active use, there 
are still various definitions for strategic management, and sometimes there is 
confusion about certain terms. For example, strategic planning, in most cases, 
is used to mean strategic management, when it is part of the management 
process itself. 

According to Steiss (1985) “Strategic management is concerned with 
deciding in advance what an organization will do in the future (planning), 
determining who will do it and how it will be done (resource management), 
and monitoring and enhancing ongoing activities and operations (control and 
evaluation)” (9). Strategic management is the process of planning, implemen-
tation, evaluation, and update.  The scope of the strategic planning process has 
been well developed by several authors including Koteen (1989), Nutt and 
Backoff (1992), and Bryson (1995). According to this literature, the tenants 
of strategic planning have been identified as: 1) the clarification of a mission 
and values, 2) the development of a vision for the future, 3) the assessment 
of internal weaknesses and strengths, 4) the analysis of external challenges 
and opportunities, 5) the development of strategic goals and objectives, 6) 
the identification of strategic themes, 7) the development and evaluation of 
alternative strategies, and 8) the development of action plans. 

Strategic management is a comprehensive instrument for development. 
It is a tool for management to use judiciously and at its discretion for the 
advancement of the organization. The main challenge is to deploy it in such a 
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way that leverages maximum success from the given conditions of the local-
ity. Strategic management requires certain sets of skills, knowledge, and dedi-
cation in order to achieve satisfactory results when contrasted with the efforts 
made with regards to its implementation. Strategic management is useful, but 
it is not a universal tool to be employed in all settings as it has advantages and 
disadvantages, and both should be weighed appropriately before it is applied. 
Local politics and administrations, stakeholders’ willingness, local expertise, 
and funding opportunities for strategic planning are important factors to con-
sider for the success of strategic management. Various authors have actively 
discussed the advantages and disadvantages of the strategic management pro-
cess (Cohen et al. 2008; Meck, 2007; Poister and Streib, 2005; Poister, 2003; 
Spee & Jarzabkowski, 2011). A short list of their observations is summarized 
in Table 1. This compilation by no means is comprehensive but is offered 
as a reference to better gage the rewards, shortcomings, and difficulties as-
sociate with this management technique. The usefulness of strategic planning 
depends on many factors, and can be viewed through different lenses, such as 
politics, administration, and financial terms. As noted in the table, it is a slow 
and deliberate process, and puts the local authority in a position that may not 
be very comfortable for all key participants.

Table 1 About Here
For instance, politicians may find it unnecessary or difficult to understand, 

or have disagreements as the process puts the whole economic development 
strategy under one frame of reference. Others may feel it curtails their free-
dom to act or change their mind to satisfy constituents. Still others claim that 
it may become less beneficial for claiming credit for certain projects brought 
to their city or completed. If politicians know the benefits of strategic plan-
ning, they may find it to be the tool to pursue incremental changes and create 
an institutional setting that promotes their development course for the long-
term. In addition, the period of time between elections and the turnover in 
local politics may be crucial for strategic planning. From a management per-
spective city administrations may favor strategic management as it provides 
a better framework for planning. For instance, in terms of the development 
process you can assess local capacity, develop a vision and plan for the future 
in advance, develop better linkages for resource allocation and development, 
plan gradual changes, and identify needs and expected challenges of the com-
munity. However, a managers’ knowledge and the institutional capacity of the 
government, scale, and financial strength, need to be considered before ap-
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plying it to development. Finally, strategic planning in monetary terms needs 
careful consideration. Strategic planning usually requires considerable time 
and effort from public employees, and it should be backed with financial re-
sources. Unfunded work is usually unfinished or brings unsatisfactory results, 
and if there will be no financial benefits expected from additional work, the 
planning process may become a nightmare rather than a tool for development. 
All stages of strategic management – planning, implementation, evaluation 
and update – should be carefully analyzed to identify what resources are nec-
essary and if they will be secured. Only afterwards may strategic management 
bring the expected positive results.

Having briefly discussed the advantages and disadvantages it may be ar-
gued that strategic management is a challenging process that does not always 
yield positive outcomes. However, if applied by strong leadership and realis-
tic expectations, it can play a catalytic role in knowledge management, critical 
assessment of the development process, evasion of risks, and implementation 
of action plans for sustainable development. Each locality has its peculiari-
ties, so before proceeding through to the strategic management process, the 
locality should weigh its capacity and readiness to undertake the responsibil-
ity that is on-going and the long-term effort needed to achieve positive results. 
The transition from central planning to local strategic management in Tbilisi, 
the capital city of Georgia, has taken more than ten years, and it is one of the 
more interesting examples of strategic management in post-Soviet cities. 

Strategic Management in Georgia: The Case of Tbilisi 
The country of Georgia was one of the fifteen union republics of the So-

viet Union that regained its independence in 1991after the fall of the Soviet 
Union. The capitol city of Tbilisi has a territory of 500 sq. km, a population 
of 1.17 million (more than 25 percent of the total population of Georgia) and 
local economic activity of more than ¼ of the country’s economy. Accord-
ingly, it is the largest city in the country of Georgia. It represents the political 
and economic center of the country and historically has been considered the 
geopolitical center of the Central Caucasus region. Tbilisi, with its geographi-
cal location, is in the center of the so-called Central Caucasus Transportation-
energy Hub. It strategically connects east and west as well as north and south 
transportation routes creating a convenient corridor for the transportation of 
energy resources and other goods and services (Papava, et. al. 2011). Tbilisi 
was one of the main segments of an important ancient trade route called the 
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“Silk Road,” connecting Europe and Asia. During the domination of the So-
viet Union it was isolated from Europe; however, it retained its function as a 
socio-economic and political center of the Central Caucasus region. Today it 
holds an international economic distinction in the development of the region, 
especially in the development of a transit hub for the transportation of energy 
resources from the Caspian region to Europe (Ismailov and Papava 2008).  

Therefore, the development of Tbilisi has always been in the interest of 
various stakeholders operating locally and regionally as well as globally. 
Tbilisi was always one of the best places to bring new experiences and spread 
them out regionally. As a result, the planning and strategic development of 
Tbilisi generally had the importance of reaching out into other city jurisdic-
tions. As Van Assche et al. (2010) noted, the first Master Plan of Tbilisi was 
introduced in the Soviet Union in1930; then it was updated in 1953 and 1969. 
They were mainly physical development plans and usually had a five to twen-
ty-year planning span. From 1969 to 2003, no major updates to the master 
plan were introduced. Minor changes were all linked to the previous Soviet 
central planning process which presented the narrow sectoral strategy mainly 
involving land use and the physical development of Tbilisi. They were less 
likely to address multi-sectoral, general city development strategy concepts 
or the local economic development initiatives introduced later when Tbilisi as 
a self-governing city started planning on its own.  

Tbilisi was the first city to initiate modern strategic planning among lo-
cal governments in Georgia. It left the older sectorial strategies behind and 
adopted a general strategic plan for the city which included an economic 
development planning component. The strategic management experience in 
Tbilisi started with the creation of a Strategic Development Division under 
the Economic Affairs Office in Tbilisi City Hall. From this point, this division 
made various efforts to develop its capacity to implement strategic planning 
in the city. For example, a forum was organized and dedicated to the strate-
gic development of Tbilisi. A special multi-sectorial information package for 
strategic analyses was prepared and provided for forum attendees. All major 
stakeholders were identified and invited to the forum and engaged in develop-
ing a SWOT analyses and a long-term vision for the city. The results of the 
forum and the possible financial support of the World Bank facilitated a solid 
base for the city to proceed with the development of the city’s strategic plan. 
However, the Rose Revolution in Georgia in 2003 delayed implementation. 
Considerable changes in the national as well as in local governments followed 
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the revolution. The wide-sweeping reform movement affected the politics and 
administration of government. City governments were reorganized and re-
formed, and for two years the strategic planning process was put on hold. 
However, in 2005 strategic planning again received attention, and with the 
continued support of the World Bank the process began once again. The city 
hired international consultants to assist a local city development team that 
was formed in preparation of a local economic development strategy. After a 
year of joint work by the consultants and the local strategic planning team, the 
Local Economic Development (LED) Strategy was created (Local Economic 
Development Strategy of Tbilisi 2007). 

The strategic planning process for LED involved various activities, such 
as active consultations and workshops with various key departments and of-
ficials in Tbilisi. Additionally, activities were held with representatives from 
the Department of Statistics of Georgia, universities, the Parliament of Geor-
gia, other local and regional authorities of the metropolitan territory of Tbilisi, 
and a number of associations representing various interest groups within the 
city. To further incorporate a broader understanding of strategic planning a 
study tour to Poland was organized to learn about the successful strategic 
planning practices of Polish cities. At this point, progress reports began to be 
generated of experiences learned. For example, an analysis of the available 
statistics as well as other information provided by stakeholders was obtained 
and special research for the identification of promising clusters for develop-
ment were initiated. This included, a brief study or self-assessment of the 
local economy. Finally, short training sessions for representatives of various 
local authorities on strategic planning issues was developed. In 2007, six LED 
reports were commissioned and completed and included: “Local Economy 
Assessment, Statistical and SWOT Analyses,” “Competitiveness Assessment 
Compared to Other Cities in the Country and the Region,” “Effective Strat-
egy Implementation Methodologies” (strategy development, implementation 
and up-date), “Guidelines on Viable Economic Activities,”  “The LED Stra-
tegic Draft,” and the “Action Plan for LED Strategy Implementation” (Local 
Economic Development Strategy of Tbilisi 2007). The methodology used for 
organizing the strategic plan was appropriate and the procedure covered all 
necessary components of the planning process. The LED of Tbilisi was more 
than a sectoral strategy for economic development. During its preparation the 
city also developed some components of a City Development Strategy (CDS) 
such as a vision, goals, programs, and projects (see Table 2).
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Table 2 About Here
However, the continuation of the LED planning process and further devel-

opment and implementation of the action plan was interrupted for a couple of 
reasons. First, there was a lack of institutional experience with the implemen-
tation of projects. Second, there was a low probability of realizing the projects 
listed in the plan. Additionally, the focus of the city shifted to the preparation 
of the general city development strategy. Accordingly, evaluation/monitoring 
and the update of the LED strategy became less important and there was no 
follow-up. Only some components of the strategy were implemented. For 
instance, the financial incentives for small and medium enterprises were ad-
opted as was the workforce development training sessions. Nevertheless, the 
systematic processes presented in the overall plan were disregarded. 

After completion of the LED strategic planning process and its lack of 
implementation, the city applied for a grant from City Alliances to launch 
a full scale Tbilisi City Development Strategy (CDS). The main direction 
identified in the CDS application had three components. First, the business 
development plan included a vision, programs, and prioritized projects for a 
capital investment plan. These were included to address the challenges the 
city had been facing, such as unemployment, poverty, the protection of cul-
tural heritage, the environment, and linking the sectoral strategies in these 
directions. Second, a role for government to encourage participation of lo-
cal citizens in governance. This tactic was included to facilitate better use 
of various local revenue streams from government, private, and non-profit 
organizations to fund the projects necessary for city development. Third, a 
physical development plan to create a framework to support improvement of 
the city’s physical infrastructure was incorporated. This was especially true 
for urban transport and solid waste disposal, renewing the master plan and 
introducing a new map of Tbilisi with economic activities for public and pri-
vate development. In order to promote and develop the CDS tight cooperation 
and financial support from the World Bank was secured. In addition, GIZ, 
the UNDP, the UNEP, and other city partners including international organi-
zations provided their financial and general support for participation in the 
process. In 2010 the city received the City Alliances grant which included the 
expertise of international consultants. Once again, international assistance fa-
cilitated the planning and implementation process of the CDS in Tbilisi. Inter-
national consultants provided a general assessment of the city’s economy and 
developed a city profile (Tbilisi City Development Strategy et.al 2011, Vol. I). 
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They also facilitated various workshops and group discussions at Tbilisi city 
hall including the 5th Tbilisi Local Economic Development Forum in 2011, 
which included meetings with various stakeholders. Finally, the consultants 
conducted a number of training sessions for the local strategic planning team 
and study tours were organized in some leading European cities. The results 
of these efforts generated a universal strategic plan that was prepared for the 
city in 2011(Tbilisi City Development Strategy, et al. 2011, Vol. II). These 
steps were similar to the development of LED but had staying power. A look 
at Table 3 contains the vision and strategic objectives of the Tbilisi CDS. 
In addition, the Tbilisi CDS document briefly presented programs and capi-
tal investment projects and monitoring and evaluation guidelines, as well as 
some benchmarks for performance improvement and general timelines for 
implementation of the projects. 

Table 3 About Here
The whole strategic planning process has brought a number of positive 

outcomes. Many institutions and the individuals involved in strategic plan-
ning developed their capacities in what is known as “learning by doing.” Ac-
tive work with international experts supported the diffusion of knowledge and 
expertise in many ways. It enabled better networking and cooperation with 
external as well as internal stakeholders. It created a solid bases for knowl-
edge transfer from other countries’ and successful experiences with strategic 
management. Furthermore, Tbilisi developed a vision for development and 
received knowledge that enabled the hosting of international events to bring 
various local as well as international stakeholders together for cooperation. 
Since 2007, Tbilisi has annually hosted an international Local Economic De-
velopment conference and forums. Tbilisi started to promote the city abroad 
by becoming an active member of international city networks such as Eu-
roCities and Covenant of Mayors. It has participated in various international 
development conferences, forums, and trade-fairs promoting business oppor-
tunities in the city. It also gained experience in creating a structure for real 
estate clusters by developing a cooperative framework and programs with 
local developers. This intern has helped to overcome the financial crisis and 
boosted the reconstruction and rehabilitation of the old city. For instance, 
many construction projects frozen by the financial crisis of 2008 were re-
started and the city attracted new investments.

However, after years of the new planning experience, the City Develop-
ment Strategy with its strategic management component still remains in the 
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development process. It needs to move to the next level, which is full imple-
mentation, an evaluation phase, and an update. This initial delay may be ex-
plained from a historical perspective when analyzing the Soviet central plan-
ning heritage. In Georgia, as in other post-Soviet cities, it became obvious 
that preconditions for development of strategic planning were different. The 
maturity of the self-governing cities to move towards a strategic management 
agenda was not in place. The post-Soviet experience for planning was driven 
from the center and not from the local level, so the “bottom-up” approach 
to development was practically nonexistent, while the “top-down” approach 
was the dominant paradigm. The capacity of localities to plan was lacking, 
and if there was some, it was not matched with strategic management driven 
by a “bottom-up” approach. The biggest center for strategic planning was in 
Tbilisi. However, as mentioned earlier, the master plan was more for land 
use and as a construction regulation plan, rather than an economic planning 
tool. This was again linked to the politics and ideology driven from the center 
and not from the bottom, with no direct participation of the local community 
(Van Assche et al.2010). In addition, the development patterns of Georgian 
self-governing cities as post-Soviet cities were different due to their property, 
ownership, and industrialization characteristics. These cities were interdepen-
dent and working as little cogs in the Soviet machinery. The production pro-
cess was not linked to the free market economy, and 90 percent of all types of 
businesses were owned by the state (Asatiani 2009).  

The initial LED strategy of Tbilisi was a well-prepared document although 
the programs and the projects were mostly general. It contained few commit-
ments for funding or strong support from the key stakeholders to provide 
them and the action plan did not provide timeframes for the implementation 
of projects. Therefore, there was little said about benchmarks or expected 
measurable outcomes or impact. The outputs were the main measurements of 
the projects provided in the action plan. The projects provided in the docu-
ment needed further feasibility studies and more active work to define their 
effectiveness and cost-efficiency before implementation (LED of Tbilisi, 
2007). The strategic efforts mentioned above were an important step to bring 
the strategic planning experience to Tbilisi although further efforts are neces-
sary to deploy the full benefits of the strategic management tool. 

One of the reasons the LED of Tbilisi was not fully implemented was the 
lack of coordination and preparation by the team to understand the strategy 
and develop its working agenda accordingly. To realize the full potential of 
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the CDS of Tbilisi, it must further develop a strategy and translate it into mea-
surable action plans tightly linked with the city’s budgeting process (commit-
ment through funding) and performance indicators. In addition, developing 
a professional team dedicated to the whole process of strategic management 
(planning, implementation, evaluation and update of the strategy) is crucial 
to get the full benefits from strategic management. Finally, building the local 
team of experts and think tanks for strategic planning is very important while 
the process is in the initial phase. The local scientific groups’ involvement in 
strategic management to develop an indigenous capacity for strategic plan-
ning and minimize expensive international consultants’ presence and advice 
is another important step to be undertaken. Local economic, other sectoral, 
as well as general city development strategies demand a commitment of a 
considerable amount of resources. The impact is not very tangible in the short 
run, but a long-term perspective should be the goal. 

The strategic management of Tbilisi is interesting compared to the other 
five self-governing Georgian cities and evaluated in the context of Georgia. 
In Georgia, all self-governing cities have been involved in strategic planning. 
For instance, the strategy of development for the city of Rustavi in 2009 or 
the city of Batumi’s development strategy in this same year were each limited 
to only the strategic planning phase, and in most cases it was found to be 
weaker than in Tbilisi. In each self-governing city, strategic management was 
compromised in the first planning phase for various reasons. For instance, 
there was the lack of local funding opportunities and local expertise to initiate 
and realize the projects. Additionally, there was insufficient dedication to the 
strategic plans and no institutional memory of strategic management which 
created a deadlock for developing detailed action plans and moving towards 
the strategy implementation phase. Furthermore, according to a brief review 
of the budgets of self-governing cities, the strategic plans were not connected 
to the actual budgets or performance measures, so it was almost impossible 
to realize the strategies. 

Assessment of Strategic Management in Georgia.
Although much progress has been made, a full introduction to strategic 

management for enabling a sustainable management system in the devel-
opment process is not yet realized. A short timeline and limited efforts for 
transferring the knowledge and experience (training sessions, workshops 
and study visits abroad) by the financial institutions or other international 
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organizations was not enough to develop local stakeholders’ awareness or 
the capacity for strategic management with a strong bottom-up planning ap-
proach. Furthermore, there were not enough local resources committed to the 
strategic management efforts, especially for the follow up phases of strategic 
planning such as implementation, evaluation, and update. As a consequence, 
the strategic effort in Tbilisi as well as in other Georgian cities, was not con-
nected to the detailed action plans and not aligned with budgeting processes 
and performance measurement indicators. In addition, the community mem-
ber’s direct participation in local strategic management was insufficient. Van 
Assche et al. (2010) noted that “people still expect the government to take 
care of many things, and they expect the free market to take care of others. 
Few people understand that their own expectations will have to be adjusted, 
and their own rather passive role will have to be revised in order to achieve 
the kind of society dreamed of” (391). 

Thus, the education of local community members for active direct partici-
pation in the planning effort to build better communities is still an issue to be 
addressed. Engagement in strategic planning by self-governing cities in Geor-
gia is more fashion driven with weak commitment, rather than a response to 
the need for planning future development. This statement may be easily as-
sessed as there is no single local authority in Georgia that has implemented its 
local strategic plan or committed considerable effort for community involve-
ment in the strategic planning process. If we evaluate their budgets, it is hard 
to find the strategic goals in the budget planning process or the budget docu-
ments themselves. There is only an indirect connection between the strategic 
goals and the budgeting priorities and no direct linkage, measurement, bench-
marks or other tools to achieve the goals. All self-governing cities in Georgia 
have developed some sort of general or sectoral strategic plans; however, they 
are not integrated in their budgets and remain as separate policy documents 
with no implementation or follow-up. 

A brief analyses of the strategic planning experience in self-governing cit-
ies showed that the greatest effort in strategic planning was found in the capi-
tal city. This fact may be logically explained as Tbilisi is the economic and 
political center of Georgia, and its capacity considerably exceeds that of other 
cities in the country. Tbilisi is usually considered a place to bring a particular 
practice first, and then share it with other municipalities. Thus, the develop-
ment of the strategic management capacity of Tbilisi may create a good base 
to transfer good practices to other cities in the country.
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For the successful implementation of the CDS in Tbilisi some additional 
work is necessary. The benchmarks and timelines need more elaboration and 
detailed description. Providing a percentage improvement of performance 
indicators and not indicating the timeframes and baselines for comparison 
makes planning outcomes unclear. The same applies to the general timeline 
for projects in the strategy on a monthly bases. They do not include project ac-
tivities and workload measures and again create need for further clarification. 

Minimization of the disadvantages connected with the strategic manage-
ment process (see table 1) always plays a critical role in overall success of the 
effort. Tbilisi faced difficulties such as: additional use of limited resources; 
slow and time consuming process to transfer the strategic planning experi-
ence; developing institutional memory; additional needs in the planning ef-
fort; insufficient dedication from key stakeholders to realize the plan; devel-
oping local planning capacity (think tanks, consultancy groups); difficulty in 
linking strategic plans with local financing – the budgeting process, as well as 
developing benchmarking tools to measure achievements.  

Conclusion 
Transition from Soviet central planning to strategic management practices 

is a challenging process. The case study showed that strategic management 
is one of the most desirable development practices and a useful tool for lo-
cal communities. Each locality has its unique characteristics with respect to 
resources and allocation needs. Therefore strategic management capitalizes 
on limited resources and enables democratic governance through bottom-up 
driven initiatives of the local communities. It also assures that stakeholders 
play an important role in planning their own fate with respect to development. 
Strategic management should be seen as a tool that confronts various generic 
issues in a systemic way and finds consensus to link its unique local develop-
ment agenda to the national development priorities. One of the reasons the 
Soviet Union collapsed was its use of excessive top-down central planning, 
and a lack of bottom-up, community driven development approach. Strate-
gic management is a powerful tool of development that may bring numerous 
benefits to a locality if it is used within the prescribed parameters of time, 
development stage, and real expectations. 

The lessons learned from the case study can be summarized in the fol-
lowing points. First, strategic management in a developed country is very 
different from a developing one because of the development phase of the 
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locality, the stakeholders’ experience, and planning practices. Second, the 
strategic management effort should be mainly driven by local stakeholders.  
The main consumers of the strategy are the local participants, and they should 
have complete buy-in within the process. The local context of development 
is better understood by local specialists compared to international experts or 
other consultants. These should play only a facilitation role in the process. 
Third, developing an internal capacity and expertise to lead the process is 
a must. The development of local think tanks, for instance, is crucial, as the 
think tanks are the banks for institutional memory for strategic management. 
Fourth, it is necessary to support continuous learning processes through “do-
ing,” an exchange of the experience between the professionals inside the na-
tion and those from all around the world. Participating in international confer-
ences and professional networks may be a very useful tool for attracting new 
success stories. Finally, a tight linkage of strategic planning with the budget-
ing process as well as performance measurements is crucial for implementing 
strategies and sustaining the whole strategic management process. Without an 
appropriate link to funding, strategic plans become secondary products and a 
waste of resources. 

Despite the difficulty with implementation, we argue that strategic man-
agement is the best tool for local economic development. It meets the realistic 
expectations of what a locality desires and it builds from the particular stage 
of development currently found in the city. If a locality has little experience 
in strategic management, the emphasis should be made on capacity develop-
ment of local institutions and stakeholders. A developed capacity enables the 
development of a unique strategic management style that serves local needs 
and does not just accept a nice looking document with recommendations.
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Table 1: Advantages, Disadvantages, and Challenges of Strategic 
Management

Advantages Disadvantages or Challenges
Clarified and developed common mis-
sion, values, vision, goals, and action 
plans for the future

Slow and time-consuming process for 
confidence   building in the leadership

Better planned and allocated resources
Additional use of limited resources 
(money, time, workforce, expertise). 
More paperwork and bureaucracy

Coordinated effort of various stake-
holders

Dissatisfaction of some constituents 
and stakeholders, difficulty in meeting 
diverse needs, especially the needs  of 
minority or special interest groups

Raised interest, buy-in, and shared re-
sponsibilities   of stakeholders

Difficulty in attracting and engaging all 
key stakeholders

Devoted stakeholders to the process 
of implementation of strategic action 
plans; shared understanding of the fu-
ture needs and actions to be taken

Stakeholders’ fear of losing control and 
independence to strategic management 
team and  over centralization  

Better accessed and managed internal as 
well as external expertise

Additional need for planning effort and 
specialized knowledge and experience 
in strategic planning

Assessed current situation, expected 
trends, and key players for development 
(SWOT analyses)

Time-consuming process of transfer-
ring the necessary knowledge and de-
velopment skills of strategic planning to 
strategic management team

Embodied social order

Difficulty in shifting the focus from me-
dium to   long-term strategic planning 
in the minds and working routines of 
key stakeholders driven by  short-term 
agendas
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Table 2: Tbilisi economic development strategic vision and directions

Source: LED 2007, Detailed Action Plan of LED Strategy Implementation, p. 14

Improved communication with internal 
and external  means

Difficulty in linking with financial 
planning and tracking the results and 
achievements  (benchmarking, devel-
opment of performance measurement 
indicators)

Increased accountability and transpar-
ency to constituency

Lack of capacity and institutional mem-
ory to lead  the process, especially in 
the first cycle of strategic management 
(dependence on external expertise, and 
a gap between local agendas and exter-
nal experts’ knowledge and perception 
of the local socio-economic conditions)

Tbilisi – Right Place, Right Time

Vision:
Offers wide range of services and opportunities to citizens, companies, institu-
tions and visitors who are living, working, learning and relaxing in the city and 
entire region
Strategic Directions:
(1) Tbilisi booming regional gateway: Access point for the region, regional meet-
ing place, service center for the region
(2) Time for business in Tbilisi: We provide assistance to start and grow your 
business, we create a space for your business, we offer financing to develop your 
company, we attract investors to Tbilisi
(3) Tbilisi a place to live: We create our homes according to the desires of our 
families, we develop livable
neighborhoods, we create strong communities, we build a city we will be proud of
(4) Tbilisi the hospitable city: Come see Tbilisi, stay and experience what Tbilisi 
can offer you
(5) People empower Tbilisi: Prepare yourself to participate in labor markets; im-
prove your skills, jobs for all
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Table 3. Tbilisi City Development Strategy – Strategic Vision, 
and Strategic Directions

Tbilisi 2030: A Global City For Global Partners!
Vision:
Tbilisi, a world-class metropolis adapting to global challenges, a dynamic and 

trustworthy business partner, offering high-quality living within a sustainable and 
well-managed environment.

Strategic Objectives:
(1) Worldwide Connected City: Enhance the connectivity of Tbilisi as a stra-

tegic, well-equipped location between Europe and Asia. 
(2) Competitive City: Sustain an innovative and productive economy closely 

linked to the development of human capital. 
(3) Attractiveness and Livability: Improve the quality of the natural and built 

environment and sustain affordable urban services and utilities. 
(4) Well Governed City: Increase the performance of the public administra-

tion and citizens’ through participation in the public decision-making process.

საბჭოთა ცენტრალური დაგეგმვიდან 
სტრატეგიულ მართვაზე გადასვლა

(თბილისის მაგალითზე)

და ვით დარ სა ვე ლი ძე 
თსუ დოქ ტო რან ტი
აბ რა ამ ბე ნა ვი დე სი 

ჩრდი ლო ეთ ტე ხა სის უნ ივ ერ სი ტე ტის 
ას ოც ირ ებ ული პრო ფე სო რი

რე ზი უმე

სტა ტია შე ეხ ება პოს ტსაბ ჭო ურ სა ქარ თვე ლოს ად გი ლობ რივ 
თვით მმარ თვე ლო ბებ ში საბ ჭო თა კავ ში რის თვის და მა ხა სი ათ-
ებ ელი ცენ ტრა ლუ რი და გეგ მვი დან  სტრა ტე გი ულ მარ თვა ზე 
გა დას ვლის გარ და მა ვალ ეტ აპს. ის აზ უს ტებს სტრა ტე გი ული 
მარ თვის ტერ მი ნე ბის მნიშ ვნე ლო ბას და გა მო ყოფს მის უპ ირ-
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ატ ეს, ის ევე რო გორც არა უპ ირ ატ ეს მხა რე ებს. სტა ტია ას ახ-
ავს სა ქარ თვე ლოს დე და ქა ლა ქის, თბი ლი სის სტრა ტე გი ული 
და გეგ მვის პრაქ ტი კას, კერ ძოდ, მი მო იხ ილ ავს ქა ლა ქის მი ერ 
გან ვლილ სტრა ტე გი ული მარ თვის პრო ცეს თან და კავ ში რე ბულ 
სტა დი ებს. იგი ხაზს უს ვამს თუ რა სარ გე ბე ლი მო იტ ანა სტრა-
ტე გი ული მარ თვის პრაქ ტი კის გა ზი არ ებ ამ. ამ ას თან, ნაშ რო მი 
ყუ რადღე ბას ამ ახ ვი ლებს  სტრა ტე გი ული მარ თვის უწყვე ტი 
სწავ ლე ბის პრო ცეს ზე და მი სი გა მო ყე ნე ბის რე კო მენ და ცი ას 
გვთა ვა ზობს. სტა ტია ცხად ყოფს, რომ სტრა ტე გი ული მარ თვის 
პე რინ ცი პე ბის გა მო ყე ნე ბით პრო ფე სი ონ ალ იზ მი სა და ეკ ონ ომ-
იკ ის გან ვი თა რე ბის წა ხა ლი სე ბა ხდე ბა.


