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About the RIA Institutionalization Reform

Regulatory Impact Assessment (RIA) is a process of evidence-based policymaking, which helps in
designing better regulations. This process creates evidence for political decision-makers on the
advantages and disadvantages of proposed policies by assessing their potential impacts. The results
are summarized and presented in the Regulatory Impact Assessment (RIA) report.

Therefore, the RIA institutionalization reform aims to incorporate this mechanism into the practice of
policy planning, design, and implementation in Georgia. Institutionalization implies making the RIA
mechanism a part of the everyday routine of policymaking at all levels, including ministries, agencies,
and parliamentary committees. Additionally, institutionalization implies establishing procedures,
rules, and a set of logical steps to be followed while preparing policy proposals.

Georgian legislation already contains provisions pertaining to the RIA and its methodology. The
Ordinance No. 35 of the Government of Georgia of 2020 “On the Approval of Regulatory Impact
Assessment (RIA) Methodology (hereinafter “RIA Methodology”)" establishes the criteria for a
reasonable regulation and the obligations relating to the RIA assessment's substance and procedures.!
Given the high inflow of draft normative acts in Georgia and the current limited capacity and
resources, this methodology exclusively introduces an obligation to conduct RIAs on pre-defined
amendments made to twenty laws that the government has designated as having the potential to
substantially affect society and the economy.

The resolution indicated above is the primary component of the legal framework for RIA
institutionalization reform. The reform also involves capacity building, institutional setup, and
infrastructural components, which are covered in depth in the relevant sections below.

ReforMeter Methodology

Under the ReforMeter project, reform assessment is conducted through three distinct tools:

1. The government survey evaluates, through a qualitative survey, the activities of the
government reform implementing agencies along four primary domains: legislative framework;
infrastructure and budget; institutional setup, and capacity development. The survey
measures government’s distance from the stated reform objectives on a scale from 0% to 100%.

2. As part of the stakeholder survey, the stakeholders of the reform are evaluating the four
main dimensions: reform content and adequacy; current performance; reform progress;
and expected outcomes. Each component is evaluated on a 10-score scale (see Annex
1 for the stakeholder questionnaire).

3. Reform-specific indicators, used as a proxy for reform effectiveness, are designed to track the
reform progress.

RIA institutionalization reform assessment combines all the above-mentioned tools. The responsible
government institutions’ progress in the reform implementation is evaluated against critical
milestones that were initially planned to be achieved as identified based on the desk research and
consultations with key stakeholders of the RIA reform.

The given report summarizes RIA institutionalization reform progress as of the third public-private
dialogue about the reform. The third PPD on RIA institutionalization reform was conducted on March
19, 2024.

1 Resolution No. 35 of 2020 of the Government of Georgia “On the Approval of Regulatory Impact Assessment (RIA)
Methodology”, available at: https://www.matsne.gov.ge/ka/document/view/4776100?publication=0
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Assessment of the Reform Implementing Institutions’ Progress

There are several institutions implementing RIA institutionalization reform in Georgia. The process has
been championed by the Ministry of Economy and Sustainable Development (MoESD) of Georgia. The
Economic Policy and Regulatory Impact Assessment Division at MoESD specializes in issues related to
regulatory impact assessment and assists different state agencies in the preparation of RIA reports.
Furthermore, according to the new RIA Methodology adopted by the Government in 2020, the
Parliamentary Secretary of the Administration of the Government of Georgia (GoG) has been assigned
the core role of quality assurance of the produced RIA reports. Additionally, the Parliamentary Budget
Office (PBO) possesses specific authority regarding the RIA assessment procedure. Considering the
decentralized nature of the RIA institutionalization reform, every state institution involved in
policymaking has a role in the reform implementation process. Table 1 below provides a detailed
overview of the main reform activities and their status as of March 2024.

Table 1: Reform activities and their status

Ongoing, planned or future

Implemented ...
P activities

Legal Framework

Creating legal framework for RIA
institutionalization.

Expanding the scope of mandatory
requirement for preparing RIAs
(future).

Institutional Setup

Distributing reform enforcement
and oversight roles between state
institutions;

Establishing the RIA Support

Creation of the RIA quality assurance
platform (future);

Preparation of RIA SME Test
methodology (near completion).

Platform;
e Creation of RIA quality assurance
methodology.

Infrastructure and ® Publishing RIA reports on the e Development of the RIA Portal

Budget MOoESD and PBO websites. (planned).
e Civil servant training on RIA
methodology (ongoing);
e Pilot testing of the RIA support tools
Capacity Building (ongoing);

e Preparing RIAs in the framework of
the RIA Support Platform (ongoing).

Source: Desk research, authors' analysis.

A qualitative assessment of the reform’s progress reveals that there are activities envisioned within
the reform's framework, which have already been completed as of March 2024. Compared to previous
evaluation (October 2023) of the reform, there are certain activities against which the reform
implementing agencies have shown clear progress.

In terms of legal framework, the RIA Methodology was already approved in 2020, and it lists twenty
legislative acts, amendments to which are mandatorily subject to RIAs. This activity has already been
implemented. Potentially, in the future there might be more legislative acts to be listed under the RIA
Methodology document. Furthermore, the mandatory preparation of RIAs can be introduced not only
in relation to changes proposed by the government, but also in the context of changes proposed by
the Georgian Parliament.

Regarding the institutional setup, the responsibilities for enforcing and overseeing the reform process
are shared among the Government Administration, the Ministry of Economy and Sustainable
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Development of Georgia (MoESD), and the Parliamentary Budget Office (PBO). Additionally, the RIA
Support Platform has been established with assistance from the USAID Economic Governance
Program. This platform comprises three independent experts and assists state institutions in
developing RIAs. As a future activity, there are plans to establish an RIA quality assurance platform to
promote the creation of high-quality RIAs in the country. As of March 2024, the preparation of the RIA
quality assurance methodology has been completed. Regarding the RIA SME Test methodology, its
creation is completed and the methodology is now being tested.

The infrastructure component refers to the potential for the public to have access to the final RIA
reports. Several completed RIA reports have already been uploaded to the websites of accountable
state institutions, such as MoESD and PBO; However, the complete collection of publicly accessible
reports cannot be viewed as a unified database. With this objective in mind, RIA Portal, which will
display all RIAs accessible to the public, is to be developed.

Capacity building is another noteworthy component of the reform’s assessment. Notwithstanding the
requirements stipulated in the RIA Methodology, the quantity of executed RIAs is still relatively low.
One contributing factor to this is the limited capacity in state institutions to execute RIAs.
Furthermore, besides lacking capacities, state institutions also seem to have low motivation to
develop RIA reports.

The ongoing task in this regard is to train civil servants in conducting RIAs. Various initiatives have
been implemented to enhance the capacities of civil servants in RIA creation, including training
programs aimed at upskilling their competencies in Cost-Benefit Analysis (CBA). As of March 2024, a
new development has been announced in this area, supported by the USAID National Governance
Program. Under this initiative, modifications have been made to governmental decree N242, "On the
Approval of the Rule for Determining the Professional Development Needs of a Professional Civil
Servant, the Standard, and Rule for Professional Development". These changes make training in
conducting RIAs a mandatory component of the civil servants' capacity-building program. The primary
objective of this program is to equip civil servants with the necessary basic skills to conduct RIAs.
Successful completion of the course will result in certification.

In terms of the remaining ongoing activities under the capacity-building component, there has been
noticeable progress. The developed quality assurance methodology has been piloted for several RIAs.
The process of piloting the RIA SME Test methodology is currently underway for the RIA on postal
reform. As for RIAs created under the RIA Support Platform, as of March 2024, three RIA documents
have been implemented.

According to the findings of a survey of reform implementing agencies, 70% of planned activities have
already been completed, as shown in Figure 1 below. This completion rate shows 7.5 percentage point
increase compared to the previous progress evaluation from October 2023.

Activities scheduled under the scope of institutional setup show the highest implementation rate
(100%). However, the current evaluation does not consider the future activity of creating an RIA
quality assurance platform, as there has been no agreement or validation regarding the potential form
of this platform. Furthermore, as the RIA SME Test Methodology has only been technically developed
and tested as of March 2024, this component shows the maximum implementation rate. The rate of
implementation of activities under the legal framework is also high (71.4%). However, a delay has
been identified as the scope of the mandatory requirement for preparing RIAs has not yet been
expanded in the existing RIA methodology document.

Regarding activities planned under capacity development (54.5%), progress is noticeable considering
a) the novel initiative of including RIA trainings under the online capacity-building program for civil
servants, b) steps forward in terms of piloting RIA support tools, and c) an increase in the number of
RIAs created under the RIA Support Platform.
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Lastly, as for the infrastructure and budget component, it remains stagnant at 28.6% as the RIA portal
has not yet been initiated to work in practice.

Figure 1. Assessment of the reform implementing institutions’ progress.?
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Stakeholder Assessment

The third PPD event on the RIA Institutionalization Reform was attended by the reform’s all key
stakeholders, such as the Parliamentary Secretary of the Administration of the Government of
Georgia, representatives of the Ministry of Economy and Sustainable Development of Georgia,
Ministry of Finance of Georgia, Ministry of Justice of Georgia, Parliament of Georgia, including
parliamentary committees, Parliamentary Research Center, and Parliamentary Budget Office (PBO).
Private sector stakeholders were represented from international, research, nongovernmental,
consulting organizations and business associations, together with RIA experts.

Overall, stakeholders (besides reform implementing state entities) assessed the RIA
Institutionalization Reform with a score of 7.69, showing strong performance. Notably, each
assessment category also demonstrated high performance. The highest scores were recorded for
reform content and adequacy (8.17), as well as expected outcomes (8.07). Evaluation of reform
progress (7.57) and current performance (6.95) received relatively moderate scores, though still
reflecting strong performance (Figure 2). In comparison to previous stakeholder evaluations, all
components assessed in the stakeholder survey displayed improvement, except for the content and
adequacy category, which showed a minor downturn.

2 Appropriate scores have been assigned to the four domains of reform progress assessment, with consideration
given to the quantity and complexity of activities encompassed within each domain. The distribution of the
scores was as follows: Legal framework - 45%; Institutional setup - 15%; Infrastructure and budget - 20%;
Capacity development- 20%.
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Figure 2. Results of stakeholder survey on RIA Institutionalization Reform as of the third PPD
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Public-Private Dialogue

This section of the report summarizes key remarks made by third RIA Institutionalization Reform PPD
participants:

e In the opening speech, the representative of the USAID Economic Governance Program,
underscored the significance of the RIA institutionalization reform as a crucial tool for promoting
evidence-based decision-making process. She further highlighted that, in parallel with the RIA
reform, the USAID Economic Governance Program has supported the development of RIAs and
cost-benefit analyses for several new legal proposals submitted to the parliament. The Program
has actively collaborated with the Office of the Parliamentary Secretary of the Government of
Georgia to establish a RIA support platform, aimed at assisting the government and various state
agencies in conducting RIAs and enhancing the capacity building of civil servants. Additionally, she
stressed the extensive involvement and ongoing support of the USAID in the RIA
institutionalization process in Georgia.

e The Parliamentary Secretary of the Government of Georgia (GoG) emphasized the dynamic
progress of the reform process within the Georgian government, particularly within the
government administration. As a demonstration of the GoG’s dedication to institutionalize RIA,
the representative highlighted the recent modifications made to the governmental decree N242,
"On the Approval of the Rule for Determining the Professional Development Needs of a
Professional Civil Servant, the Standard and Rule for Professional Development". Under these
changes, training in conducting RIAs will become a mandatory component of the civil servants'
capacity-building program. This initiative, supported by the USAID National Governance Program,
aims to further institutionalize RIA, enhance civil servants' capacities, and promote evidence-
based policymaking in Georgia.

e Following the introductory speeches, ReforMeter team presented the progress assessment of the
reform along with an updated set of reform progress tracking indicators. According to the
ReforMeter’s government survey conducted prior to the PPD event, 70% of the planned activities
for RIA reform have already been completed, indicating tangible progress in this area. As of March
2024, a total of 79 RIA documents have been developed in Georgia, with 4 documents currently
in progress and 75 documents already completed. Notably, most of these documents (59) have
been conducted solely by the private sector, while the government agencies or parliamentary
committees/offices have been involved in the process of conducting the remaining 20 RIAs.
Furthermore, in terms of monitoring adherence to the 2020 governmental decree "On the
Approval of Regulatory Impact Assessment Methodology", from 2022 through March 2024, a total
of four legislative changes were submitted by the GoG that were required to be accompanied by
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RIAs. Out of these four changes, an objective justification was provided regarding the absence of
accompanying RIAs in case of three.

e The representative of the ISET Policy Institute, overviewed the Gender Impact Assessment (GIA)
process, underlining its primary objectives of evaluating the effects of policies on both women
and men, identifying any disproportionate impacts that may arise and assessing potential gender-
related benefits. He discussed varying experiences among countries in implementing GlAs, noting
that most assessments are done ex ante and are integrated into the policy development process.
These assessments typically consist of three parts: gender equality assessment, gender impact
assessment, and developmental assessment. While the development of GIA documents is
mandatory in most EU member states, Georgia has recently begun implementing such practices,
however, at a rapid pace. The methodology for GIA in Georgia was initiated through collaboration
between the UN Women and the ISET Policy Institute, tailored to the specific context of Georgia.
Despite the requirement for GIA development not yet being legislated, state agencies in Georgia
have increasingly participated in this process, resulting in the production of high-quality GIA
documents in the country.

e The representative of the USAID National Governance Program underscored the crucial need for
enhancing civil servants' awareness of RIA. It was highlighted that initially, there was a limited
demand for RIAs in Georgia, leading to a decline in the number of specialists in this field. However,
the implementation of reforms revitalized the necessity for trained personnel. Subsequently, a
comprehensive program was developed with the support of the USAID National Governance
Program to educate civil servants on RIA, enabling them to grasp its intricacies and produce
concise RIA documents post completion of online training program. This training program consists
of 11 modules covering various aspects such as the economics, environmental protection, and
social issues. The curriculum comprises video lectures and supplementary reading materials.
Following the completion of each module, participants are required to undergo a knowledge
assessment test. The program culminates in a final test comprising 22 questions. It is noteworthy
that the test bank currently contains 330 questions, with plans for further expansion by field
experts involved in the course development. Endorsed by the GoG’s Parliamentary Secretariat and
mandated by the governmental decree, the primary objective of this program is to equip civil
servants with the necessary basic skills to conduct RIAs. Successful completion of the course will
result in a certification, validating their preparedness for RIA-related tasks. Additionally, the
course will incorporate the Gender Impact Assessment (GIA) topics to raise awareness in this
crucial area. Additionally, the representative stressed the course inclusivity, affirming that it is not
restricted to civil servants only but is also accessible to anyone interested once it becomes
available on the platform.

e Representative of the Ministry of Economy and Sustainable Development (MoESD) provided a
brief overview of the progress achieved in institutionalizing RIA in Georgia. She emphasized that
while the production of RIAs globally began long time ago, a similar practice was introduced only
recently in Georgia. The RIA division at the MoESD has been active for more than 17 years,
demonstrating a longstanding commitment to this instrument. The division is inherently
motivated to prepare RIAs for significant economic reforms or legislative changes in the country,
utilizing its own resources. She also underscored the need for further promoting evidence-based
policy development in the country, alongside raising awareness regarding the significance of RIAs
in public agencies.

e Representative of the Parliamentary Budget Office (PBO) highlighted the newly launched initiative
of the Georgian Parliament to integrate the Gender Impact Assessment (GIA) component into the
explanatory note of a draft law submitted to the Parliament of Georgia. She further pointed out
challenges in the implementation of the RIA institutionalization reform in the country, including a
lack of awareness regarding conducting RIAs at the municipal level and the need for clearer
definitions of Parliament's role in the reform implementation and outlined the role of the PBO in
advocating for the establishment of additional working groups to address issues related to RIA



=\USAID ISET

Int tional School of Econor t TSU
W/f FROM THE AMERICAN PEOPLE rematena Policy Institute mees

institutionalization in the country. The PBO is actively monitoring reform progress and is
collaborating with government agencies and the National Bank of Georgia with plans to soon
organize a working meeting in Adjara to raise awareness about RIA institutionalization in the
Adjara region.

e Representative of the USAID Economic Governance Program provided insights into the Program's
support for RIA institutionalization process. Initially, the focus of conducting RIAs in Georgia was
on drafting documents related to environmental regulations. However, the scope has now
expanded significantly, with up to 80 RIAs conducted in the country, covering diverse themes.
Highlighted the collaborative efforts of the Program with the government under the RIA Support
Platform, resulting in the creation of 3 RIAs along with relevant methodologies and institutional
platforms aimed at promoting RIA creation by government agencies. In addition to RIA Support
Platform, the Program continues support to GOG’s Parliamentary Secretary Bureau on introducing
the RIA peer review mechanism. Also, the Program continues to produce CBAs of major economic
reforms as part of its efforts to support evidence-based policymaking in Georgia. To date, the
Program has completed ten CBAs. Additionally, the Program consistently provides training to
parliamentary officials in RIA and cost-benefit analysis techniques. Despite the slow adoption of
the reform in the public sector, except for the Ministry of Economy and Sustainable Development,
she also noted some tangible progress and emphasized the importance of the public sector taking
ownership of the RIA institutionalization process in Georgia.

e During the PPD, participants also deliberated on the process of Gender Impact Assessment (GIA)
institutionalization in Georgia. It was emphasized that there is no gender-specific biases in Georgia
during the creation of GIA documents. Instead, their initiation and creation are often collaborative
efforts involving individuals of all genders. While the GIA institutionalization process is still
ongoing in the country, numerous GlAs have already been developed. According to attendees, GIA
institutionalization necessitates equal participation from all parties, with incentives for its creation
originating from both public agencies and the donor community.

e During the dialogue, attention was also directed towards the progress of the legal framework for
RIA institutionalization in Georgia. The Director of the Operational Research Institute observed
that the legal framework in the country appears to be well-developed, with no immediate need
for further advancement. However, it was also highlighted the need for additional initiatives in
terms of institutional setup. While acknowledging that planned institutional activities of the
reform have been fulfilled and stressed the necessity of instigating more initiatives, such as
establishing additional working groups under the structure of the Government of Georgia (GoG)
or the Parliament of Georgia. These working groups should focus on determining whether
conducting RIAs is necessary when significant policy changes are introduced. Mr. Pavlenishvili
emphasized that the implementation of RIAs should not solely rely on the willingness of the GoG
or be a result of existing obligations of the enacted RIA methodology document. Instead, it should
stem from informed discussions among public agencies regarding the necessity of RIA.

e The dialogue concluded with a renewed focus on Gender Impact Assessment (GIA) and its
forthcoming institutionalization, driven by Parliament with active involvement from the
Government of Georgia (GoG). Participants emphasized the importance of gender mainstreaming
assessment as a long-term project that should become an integral part of Georgia’s routine
policymaking process.



{(Z)USAID ISET

International School of Economics at TSU
\\W FROM THE AMERICAN PEOPLE Pokcy Insitute

Reform Tracking Indicators

Reform tracking indicators evaluate the degree of RIA institutionalization within the country. They
examine the frequency of RIA instrument utilization and the involvement of government entities in
the preparation of RIAs. The quantitative analysis presented below also observes the implementation
of the 2020 governmental ordinance - "On the Approval of Regulatory Impact Assessment (RIA)
Methodology." This analysis aims to determine whether RIAs are conducted for all regulatory changes
that are mandated to undergo the RIA process according to the approved RIA Methodology.

1. Number of Conducted Regulatory Impact Assessments (RIAs)

1.1 Conducted Regulatory Impact Assessments (RIAs) per Year

The number of conducted RIAs serves as a crucial indicator for observing the dynamics of
institutionalization in the country. In total, ReforMeter has identified 79 completed or ongoing RIAs
as of March 2024. Graph 1 illustrates that the annual count of conducted RIAs showed an upward
trend during the monitoring period (2010-03.2024), while the growth rate exhibited fluctuations.
Notably, the number of conducted RIAs substantially increased after 2018. Despite the approval of
the RIA methodology document in 2020, the number of conducted RIAs has shown stagnation in 2019-
2022. The number dropped sharply after 2022. The peak in the number of conducted RIA documents
occurred in 2019, totaling 15. In 2023 only three RIA Documents were prepared and, as of March 2024,
only one RIA document is published, while four RIAs are being prepared. This dynamic suggests that
the process of RIA institutionalization in the country is ongoing and far from concluded. The
preparation of RIAs has not yet become an integral part of the policy and law-making processes in
the country.

Graph 1: Number of Conducted RIAs per Year (2010-03.2024)
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1.2 Number of Conducted RIAs by Author

Given the fact that donor organizations have played a significant role in the early stages of RIA
institutionalization, a considerable portion of existing RIAs have been developed under the donor-
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funded projects by private institutions or research centers. Consequently, it is interesting to
categorize conducted RIAs by their authors, to observe initiatives by public institutions in the realm of
RIA preparation. Graph 2 illustrates that the majority of conducted RIAs are attributed to private
institutions (59 RIA documents), signaling a relatively low level of institutionalization.

Graph 2: Number of conducted RIAs by Authors (2010-03.2024)

= Authored by governmental entities

m Authered by other organization (Pirvate/research institutions)
Source: Authors’ calculations

1.3 Governmental Organizations that Have Conducted RIAs

As previously mentioned, the primary objective of institutionalization is to integrate the process of
conducting Regulatory Impact Assessments (RIAs) into the policymaking and legislative procedures at
both executive and legislative levels of the government. Therefore, it is crucial to analyze not only the
overall number of conducted RIAs but also to monitor the state institutions that authored them. Table
2 presents the governmental entities that have authored RIAs to date. It is evident that predominantly
executive and regulatory bodies engage in the practice of conducting RIAs. Among the executive
bodies, the Ministry of Economy and Sustainable Development (MoESD) of Georgia has conducted the
highest number of RIAs. Such an involvement of MoESD in the process of RIA development is explained
by a dedicated division in the ministry that specializes in RIA. Such a trend is anticipated to persist in
the future, as according to the RIA methodology document the responsibility for mandatory RIAs for
changes enacted in the specified 20 laws falls solely under the responsibility of the executive branch,
not the legislative branch.

Table 2. State Institutions, which have authored RIAs (2010-03.2024)

Environmental Protection and Natural Resources Committee
Healthcare and Social Issues Committee
Parliament of Georgia 6

Sports and Youth Issues Committee

Human Rights and Civil Integration Committee
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Education and Science Committee
Parliamentary Budget Office

Georgian Parliamentary Research Center

Ministry of Economy and Sustainable Development of Georgia

Ministry of Internally Displaced Persons from the Occupied
Territories, Labor, Health and Social Affairs of Georgia

Government of Georgia . . . 14
Insurance State Supervision Service of Georgia

National Agency of Mineral Resources

Ministry of Environmental Protection and Agriculture of Georgia

Ministry of Justice

Source: Authors’ calculations

1.4. Number of RIAs by Policy Areas

The distribution of RIA across policy areas reveals that the highest number of conducted RIAs (13
reports) was recorded in the energy sector. Following closely are the labor market and environmental
protection. Table 3 summarizes the count of RIAs across different policy areas.

Table 3: Number of RIAs by Policy Areas (2010-03.2024)

Policy Area Number of Conducted RIAs
Energy 13
Labor Market 10
Environmental Protection 9
Agriculture 7
Private Sector Development 6
Tax Policy 6
Social Policy 5
Capital Market 4
Other 4
Public Policy 3
Healthcare 3
Transport Policy 3
Human Rights Protection 2
Spatial Planning 2
Tourism 2

Source: Authors’ calculations
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1.5 Share of Publicly Available RIAs

Transparency plays a crucial role in ensuring the effectiveness of the regulatory impact assessment
process. It is imperative that conducted Regulatory Impact Assessments (RIAs) are easily accessible to
interested parties. Graph 3 illustrates that the majority of conducted RIAs are publicly available.
Nevertheless, 26 RIA documents either are not public or lack available information regarding their
publicity.

Graph 3: Share of Publicly Available RIAs

m Public
m Not public or no information is available regarding publicity

Ongoing

Source: Authors’ calculations

2. Changes to Laws, to which the Mandatory RIA Requirement Applies

In addition to the number of RIA documents developed, ReforMeter also monitored the
implementation of the governmental ordinance "On the Approval of the Regulatory Impact
Assessment (RIA) Methodology," adopted in 2020. As this document states, it is obligatory to submit
RIAs when preparing draft laws on amendments to twenty legislative acts. There are, however, some
exceptions to this obligatory requirement. For instance, commitment to prepare RIA does not apply
to a draft law if it is an accompanying draft and does not include issues that are not covered in the
main draft. However, if an accompanying draft includes issues which are not covered in the main draft,
preparation of RIA is obligatory. Draft laws which present technical and temporary changes to listed
twenty legislative acts are also exempt from obligation to prepare RIAs. That said, we are interested
in monitoring those draft laws, to which the mandatory requirement to prepare RIAs applies.

Graph 4 illustrates that between January 2022 and March 2024, a total of 61 draft amendments to
the listed 20 legislative acts were presented. Among these amendments, 33 were introduced by the
Government of Georgia (GoG), while the remaining 28 originated from the Georgian Parliament. It is
important to note that the mandatory requirement for preparing RIAs, when introducing changes to
the specified 20 laws, exclusively applies to governmental legislative initiatives and does not extend
to parliamentary initiatives. Nonetheless, monitoring amendments initiated by the Parliament holds
significance as it helps observe whether the GoG is circumventing the obligation of preparing RIAs by
leveraging parliamentary resources.
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Based on the conducted analysis, it is observed that from January 2022 to March 2024, there were
only four amendments initiated by the Government of Georgia (GoG) to which the mandatory
requirement to prepare RIAs would have applied. Out of these four initiatives, three were draft laws
related to the main legislative act, while one amendment was an accompanying draft addressing
issues not covered in the main draft. Other initiatives were primarily temporary or technical in nature,
and as per the RIA Methodology, they did not necessitate the preparation of RIAs. Importantly, in
none of the discussed instances did the GoG prepare RIA. Reasons behind this will be further discussed
below.

Regarding amendments initiated by the Parliament, there were a total of 17 initiatives that introduced
changes to the main legislative act during the observed period from January 2022 to March 2024.
Notably, only 4 out of these 17 amendments were introduced by the Parliamentary majority. This
observation is significant because, theoretically, the Government of Georgia (GoG) could have
potentially used the Parliamentary majority to avoid the obligation of preparing Regulatory Impact
Assessments (RIAs). However, it is crucial to be cautious in generalizing this finding, given the relatively
short time span of the given analysis. Further analysis over a more extended period may be necessary
to draw more definitive conclusions.

Graph 4. Amendments to those legislative acts, to which the mandatory requirement to prepare RIAs applies
(2022-03.2024)

3 — Main law

33 — Government

IR 30 —Accompanying 1 —Issues not covered in the

law main draft

61 — Legislative 4 - Parliamentary majority
initiatives initiatives

17 — Main law 9 — Parliamentary minority
initiatives

28 — Georgian

Parliament 11 —Accompanying

law 4 — Technical and temporary

changes

Source: Parliament of Georgia, authors’ calculations

Out of the four amendments initiated by the Government of Georgia (GoG), which would have
required the preparation of RIAs, three draft laws were introduced to the Tax Code. For two of these
Tax Code amendments, it was explicitly mentioned that the delay in preparing and submitting a draft
law was deemed unjustified. Consequently, as stipulated in the RIA Methodology, an exception to the
commitment to perform RIA was applied to these two amendments. There was also another
amendment to the law on "Energy and Water Supply," to which the same exception was applied.

Additionally, there was one initiative related to the Tax Code that was proposed not as a main draft,
but an accompanying draft law. However, its scope included issues not covered in the main draft.
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Therefore, this initiative would have necessitated the preparation of RIA, according to the RIA
Methodology. Table 4 presents these amendments.

Table 4. Amendments to those legislative acts, to which mandatory requirement to prepare RlAs applies
(2022-03.2024)

Governmentof  , Regarding Amendments of the Tax Code “ NO Delay is unjustified
Georgia

Governmentof  , Regarding Amendments of the Tax Code” NO Delay is unjustified
Georgia

Government of ,Regarding Amendments of the Law on Energy NO Delay is unjustified
Georgia and Water Supply"

Government of , Regarding Amendments of the Tax Code “ NO Includes issues not covered in the main draft
Georgia

Source: Parliament of Georgia, authors’ analysis

As for those three draft laws, which did not have RIAs, the delay in their submission was stated as
unjustified for several reasons. The reasons included the necessity to align with the international
convention or a newly adopted law (e.g. “Law on Rehabilitation and Collective Satisfaction of
Creditors’ Claims”), or prolonging enactment of certain regulations.

It is worth noting, however, that in one of the three cases discussed above, the preparation of RIA was
necessary. The mentioned amendment in the “Tax Code” retained the "classical model" of profit
taxation for financial institutions, instead of introducing the "Estonian model" of Corporate Income
Tax (CIT). According to the explanatory note, the decision was important "in response to budget
challenges, as well as to ensure fair taxation and administrative simplification." In this case, an
exceptional rule regarding creation of the RIA ("delay is unjustified") has been applied, because
otherwise banks and financial institutions would have switched to the "Estonian model" of taxation
with profit tax from January 1, 2023. It should be emphasized, however that the issue of extending
the new profit tax model to the financial sector had been discussed for a long time before December
2022, and there was no objective circumstance that would justify introducing this ammendment in an
accelerated manner.

Besides the reviewed three draft laws, RIA was not presented in case of an amendment, presented as
an accompanying draft law, which included issues that were not covered in the main draft. For this
instance, we can assume that it would have been mandatory to prepare the RIA document. This
amendment to the Tax Code aimed to “change the existing excise tax regime for some types of tobacco
products and exports of a light vehicle; Increase the deadline for excise duty refunds, optimize tax
sanctions and change the regime of excise taxation on imported oil products”.?

3 please see explanatory note to amendments to the “Tax Code”, introduced in 2022 by the Ministry of Finance (MoF) of
Georgia. You can access an accompanying draft to the following link: https://www.parliament.ge/legislation/25152
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The above-mentioned analysis suggests that during the period of January 2022 to March 2024, the
2020 governmental ordinance "On the Approval of the Regulatory Impact Assessment (RIA)
Methodology" might not have been an effective factor encouraging the active utilization of the RIA
instrument. Further, in case of certain amendments, the GoG still did not create a RIA, even though
its creation was envisaged according to the RIA methodology document. However, clearly, besides
amendments to those 20 legislative acts, there were many other draft laws accompanied by RIAs
during our period of analysis (2022-03.2024), as highlighted in other sections of this report. From this
it can be concluded that the success of RIA institutionalization is perhaps more dependent on the
genuine willingness and motivation of state institutions to conduct RIAs, rather than relying solely on
legally binding requirements.
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Annex 1. Stakeholder Survey Questionnaire

Please assess reform for each dimension listed below on a scale from 1 (poor performance) to 10
(strong performance):

Content and Adequacy

1. Are the reform-related policy objectives set by the Georgian Government adequate to Georgian
reality?

1 2 3 Ja |5 Je |7 |8 o Jio |

2. Is the policy-making and legal drafting process conducted in an inclusive manner that enables the
active participation of stakeholders?

. J2 |3 Ja s Je 7 |8 J9 [10 |

Progress

1. Is the economic reform agenda currently implemented by the Government in this area progressing
as planned?

1 2 [3 Ja s Je |7 |8 o [i |

2. Do the reform measures address binding constraints to growth?

. J2 |3 Ja |5 Je 7 |8 J9 [10 |

Current Performance

1. What is your assessment of the performance of the Georgian economy in the reform area

|1 | 2 | 3 I |5 | 6 7 | 8 |9 | 10

Expected Outcomes

1. Will the reform reach its targets?

. J2 |3 Ja |5 Je 7 |8 J9 [10 |

2. Does the reform propose efficient measures to reach its targets?

1 2 [3 Ja |5 Je |7 |8 o [io |
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Annex 2. RIA Institutionalization Reform Ill PPD Event Presentations
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Agenda

* Opening Remarks

* Overview of the RIA Institutionalization Reform progress and of related reform-tracking indicators
* Overview of the Gender Impact Assessment (GIA) process

* Overview of an online course to strengthen public officials' RIA-related competencies

* Overview of the progress in the reform area by the reform’s implementing institutions

* Public-Private Dialogue (PPD)

* Stakeholder survey
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About ReforMeter |

+ Reformeter tracks progress of the selected economic reforms, facilitates dialogue among reform
stakeholders, and supports the implementing agencies in increasing awareness and efficiency of the reforms.

* The first phase of the project: 2015-2019.
* The new phase of the project: 2021-2024.

* Selected reforms:
* Regulatory Impact Assessment (RIA) institutionalization reform
* Capital market development reform
* Water resources management reform
* E-commerce reform
* Tourism reform
* Insolvency reform
* Small and Medium-sized Enterprises(SME) reform
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ReforMeter Methodology

1. Government survey: The responsible government institutions evaluate the reform implementation
progress against core activities of the reform.

2. Stakeholder survey: Reform stakeholders assess the progress of the reform.

3. Economic indicators: The ReforMeter project team identifies economic indicators to track the progress and
results of the reform.

ef “é USAID ISET \srie

-‘3‘ 2 J3ANSITN BIBNLAIG International school of economics at TSU




Activities under the RIA Institutionalization Reform

Legal Framework

Creating legal framework for

RIA institutionalization

Institutional Setup

Infrastructure and Budget

Distributing reform  Establishing
enforcement and the RIA
oversight roles between Support
state institutions Platform

Publishing RIA reports on the
MoESD and PBO websites

Capacity Building

Creation of RIA

quality
assurance

methodology

Expanding the Scope of

Mandatory Requirement
for Creating RIAs - Future

Creation of the RIA
quality assurance
platform - future

Preparation of RIA
SME Test methodology
- near completion

Development of the
RIA Portal - Planned

© Civil Servant

Trainings on RIA
Methodology -
Ongoing

Pilot testing of the
RIA support tools -
ongoing

Implemented
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Ongoing, Planned or Future activities
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" Preparing RIAs in the
framework of the RIA
Support Platform -

ongoing



Government Survey Results - as of the Il Public-Private Dialogue (October,

2023)
Overall
Institutional Setup Capacity Building Infrastructure & Legislation &
Budgeting Regulations
100 94% 36.4% 28.6% 71.4%

62.5%
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Government Survey Results - as of the Ill Public-Private Dialogue (March,
2024)

Overall
Institutional Setup Capacity Building Infrastructure & Legislation &
Budgeting Regulations
o0 100% ~ 54.5% 7 28.6% 71.4%
Progressing Progressing Stagnant Stagnant

70% 7
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Government Survey Results - as of the | Public-Private Dialogue (March, 2023) é?ﬁ

Contentand Current
Owverall Adequacy Performance
On Track ‘ * ‘ ,.
7.98 6.05
Ahead Cin Track
Progress Expected
Clutcome
— A YA
6.82 7.8
Ahead Ahead
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Government Survey Results - as of the Il Public-Private Dialogue (October,

2023)

Overall

. On Track
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Content and Current
Adequacy Performance

' Yo

8.67 7 6.77 7

Ahead Ahead
Progress Expected
Outcome

A A

6.9/ 7.79N

Ahead Ahead
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Regulatory Impact Assessment (RIA) Institutionalization Reform —
Economic Indicators
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Number of Conducted RIAs per Year (2010-03.2024)

16 15

14
12 12

12 11
| ‘ |
> P
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Number of conducted RIAs by Authors (2010-03.2024)

m Authored by governmental entities

m Authered by other organization (Pirvate/research institutions)
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Conducted RIAs by Policy Areas (2010-03.2024)

ﬁvﬁ USAID

L

Policy Area

Number of Conducted RIAs

Energy
Labor Market
Environmental Protection
Agriculture
Private Sector Development
Tax Policy
Social Policy
Capital Market
Other
Public Policy
Healthcare
Transport Policy
Human Rights Protection
Spatial Planning
Tourism

13

Ay
o

N NN W W WR BB U N O
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Public Institutions, which have Authored RIAs (2010-03.2024)

Environmental Protection and Natural Resources
Committee
Healthcare and Social Issues Committee
Sports and Youth Issues Committee

Parliament of Georgia : o : .
8 Human Rights and Civil Integration Committee

Education and Science Committee
Parliamentary Budget Office
Georgian Parliamentary Research Center

Ministry of Economy and Sustainable Development of
Georgia
Ministry of Internally Displaced Persons from the
Occupied Territories, Labor, Health and Social Affairs of
Georgia
Government of Georgia Insurance State Supervision Service of Georgia

National Agency of Mineral Resources
Ministry of Environmental Protection and Agriculture of
Georgia
Ministry of Justice
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Share of Publicly Available RIAs (2010-03.2024)

m Public
m Not public or no information is available regarding publicity

= Ongoing
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Amendments to those legislative acts, to which the mandatory requirement to

prepare RlAs applies (2022-03.2024)

33- Government
of Georgia

61 - Legislative
initiatves

28 - Georgian
Parliament
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3 - Main law

30 -

Accompannying
E

17 - Main law

11 - Accompannying
law
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Issues not covered in
the main draft

4 - Parliamentary
majority initiative
9 - Parliamentary

minority initiative

4 - Technical and
temporary changes




Amendments to those legislative acts, to which the mandatory requirement to
prepare RlAs applies (2022-03.2024)

Initiator Title RIA Comment
Government of Georgia .Regarding Amendments to the Tax Code” No Delay is unjustified
Government of Georgia .Regarding Amendments to the Tax Code” No Delay is unjustified
Government of Georgia ,Regarding Amendments to the Law on Energy and  No Delay is unjustified

Water Supply"
Government of Georgia .~Regarding Amendments to the Tax Code” No Includes issues not

covered in the main draft
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