
0 
 

 

 

 

 

The Role of Organization Development in Small and Medium Enterprises’ 

Performance in Georgia 

 

 

 

Ekaterina Kupunia, Ketevan Botchorishvili, Nino Vachnadze 

 

 

Thesis is submitted to the graduate faculty of the Business School of Ilia State University in 

fulfillment of requirements for the degree of Master in Business Administration 

 

 

Business Administration (General Management) 

Academic Supervisor: Lana Chkhartishvili, Ph.D. Candidate 

 

 

 

 

Ilia State University 

Tbilisi, 2015 



1 
 

Table of Contents: 

Introduction- Problem Statement……………………………………………………………3 

Chapter 1: Small and Medium Enterprises at a Glance 

1.1. Definition……………………………………………………………………………….....5 

1.2 Characterization of SME…………………………………………………………………..6 

 

Chapter 2: Small and Medium Enterprises in Georgia 

2.1. Overview of Business Environment……………………………………………………...8 

2.2. SME Role in Georgian Economy………………………………………………………..11 

2.3. Challenges of SME Growth in Georgia…………………………………………………16 

 2.3.1. Business Plan…………………………………………………………………..17 

 2.3.2. Access to Funding……………………………………………………………..18 

 2.3.3. Taxation………………………………………………………………………..21 

2.4. Management Challenges in Georgian SMEs………………………………………....…22 

 

Chapter 3: What is Organization Development (OD)? 

3.1. Overview of Organization Development………………………………………………24 

 3.1.1. Definition…………………………………………………………………..…24 

3.1.2. The Distinction: Institutional vs. Organization Development……………...26 

3.2. Organization Development Cycle………………………………………………….…..27 

 3.2.1. Entry Phase…………………………………………………………………...27 

3.2.2. Diagnostic Phase…………………………………………………………..…27 

3.2.3. Intervention Phase………………………………………………………..…28 

3.2.4. Evaluation Phase………………………………………………………….....30 



2 
 

Chapter 4: Link between Organization Development and Performance in SMEs 

4.1. Performance and SMEs…………………………………………………….………...32 

 4.1.1. Performance and OD……………………………………….……………...34 

4.2. Strategic Leadership and OD in SMEs……………………………….……………...36 

4.3. HR: The heart of SME performance…………………………………………….…...38 

 4.3.1. HR Challenges in SME: International Research and Recommendations...40 

 

Chapter 5: Research: Human Resource Processes in Georgian SMEs 

5.1. The Study of OD/HR Practices in SME sector of Georgia…………………….…...46 

 

Chapter 6: Conclusion and Recommendations…………………………………….…..52 

 

References…………………………………………………………………………….…60 

Annexes…………………………………………………………………………….……64 

 

 

 

 

 

 

 


