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PROFILE OF SURVEYED BUSINESSES

Ownership structure of the surveyed businesses

41%

Georgian ownership (100%)

31%

EU ownership (100%)

N%

Georgian ownership with some

EU involvement (More than 50%)
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Important business environmental factors while entry

10%

EU ownership (More than 50%)

7%

Other

Recent dynamics in business vlimate factors
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Esae of doing business procedures _ 21.2% Low energy cost of production 67% 25% 8%
Low tax rates _ 1.6% Low labor cost of production 48% 10%
Low labor cost of production _ 10.4% Investment incentives and special conditions 47% 27%
Access to georgia’s domestic consumer market _ 10.4% Ease of doing business procedures G5 225
Diversifying supply chain _ 9.6% Access to intermediate inputs and suppliers 54% 28%
suategic partnershipand ationces | [ D 7 Access to Georgia's domestic consumer market 56% 26%
Free tax zone 17% 73% 10%
Access to technologies and knowledge _ 71%
Access to natural resources 16% 70% 13%
Access to intermediiate inputs and suppiiers | [ D 2.7% CE]
Diversifying supply chain | [N 68% 7%
Access to the EU market through DCFTA - 4.7%
Other 64% 2%
Investment incentives and special conditions - 4.5%
Low tax rates 75% n%
Access to natural resources - 3.1%
Strategic partnership opportunities 52% 36%
Free tax zone - 25%
Access to technologies and knowledge 52% 36%
Low energy costof production | [P 2.2%
Access to other export/free trade markets 52% 40%
o
Access to other export/free trade markets ' 0.2% AcGess to the EU market through DCFTA B T
@ oeteriorated Remained same Improved
Choosing Georgian again as a preferred location for doing business
() 1 would choose (o) 0,
© Georgia again © Notsure O No
Poltical instabilty a 122 High Tox rates 25% 3% 40%
Exchange rates 7% 1% Practices of the informal sector 37% 42
Inadequately educated worforce 54% 27% 19% Corruption 25% 30% 45%
Weak market demand 3% 2% Crime, theft and disorder 26% 29% 46%
Ineffective courts 24% 3 Tox administration 3% 46%
Limited access to finance 39% 28% 32% Limited access to land 24% 26% 50%
Transportation difficulties 35% 38% 37% Business licenses and permits 19% 26% 55%
Electricity 36% 38% Customs regulations 12% 31% 56%
Labor reguiations % a8%
@ Vajor obstacle Minor No obstacle
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Relevancy of economic reforms RELEVANCY OF ECONOMIC REFORMS

Tox reform 52% Customs reform 40% 491%
Competition 33% Intellectual property 23% 65%
Entrepreneurship law 22% 40% Entrepreneurship Law 28% 60%
o State support to business 24% 28% Tourism sector 45% 42% _
g Capital market 30% a7% £-commerce a2 56%
5' E-commerce 35% 29% Tax reform 35% 48%
o customs e o St support o business 5% o
o ccerysysem a compatiion 2 e
g sctency a Covi-related suppert programs 2 san
6" Public procurement 46% 25% Insolvency 20% 55%
0 Education sector 28% Public procurement 2% s4%
8 Intellectual property 28% Building regulations 2% 7%
Tourim soctor aon ectucaton soctor [NNIEH o
Building regulations 2% Judiciary system [ 12% a8k
@ Does not affect Somewhat affects B Affects @ rositive direction Neutral @ wrong direction
Relevancy of accessing the EU market
Q‘) m
o Z Yes, relevant
0Oa OFf ves, relevant o7 s o ' (o)
o= O now © inthefuture © No, irrelevant © Do notknow
>0
~
Barries towards access to the EU market Practices to solve the business issues
Low qualification of workforce and low productivity 46% Personal contacts
Absence of laboratory infrastructure / ™ 69% 31%
m Quality infrastructure 20%) 40% 38%
c Lok of st nd orfcaton s Responal stote oy airecty
o
Z Fercs competifon i hesatroted &0 market o
Q Any business association/chamber of commerce
Limited access to finance 37% 37%
= Mo costs (o e orivate soct 2%
“of adusting to the new regaiation as%
(,—Dr of adjusting to the new regulut!on Business OMbudsman
Lack o scol ofproccton e am
Q Limited knowledge of distribution networks 45% 28%
Trade Advisory Group under MOESD
= Low ovorenes of CFTA ontnt 7 n% m
The national legan frameworks u
! are not adjusted properly yet SZX) 87% % DCFTA Consultative Group
; Absence of land with the EU and difficulty of transporting 29% % ai%
Hiigh costs for the certificate a2%

Investors Counci
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@ Leost intense obstacle Somewhat intence obstacle @ Mostintense obstacle *Usage of different ways to solve business issues Used @ notused

REFORM PROCESS AND BEYOND

An undifferentiated approach during implementation. Businesses differ in terms of capacity to adapt to new
changes, including ones driven by the EU approximation agenda. Smaller firms are less flexible and resilient to
this end and are not ready to fully implement the commitments made as a result of these changes.

welcome pean approximation, but indirect benefits should becommunicated more.

When it comes to the success of the reforms, deficiencies are seen on both sides. The donor community
and government complain that businesses are not interested. Businesses complain that they are not

well-informed in advance Overdoing the minimum standards is another issue. Businesses complained that some of the regulations in

Georgia go beyond these minimum standards and are often too restrictive for businesses, even compared to

Perception of reforms - costs vs. investments — driven by mostly inner business philosophy. Businesses EU members.

with short-term profit goals consider reforms additional unnecessary regulations and as sunk costs. In
contrast, growth-orientated enterprises view these reforms as a means toward a better and more
competitive business environment as an investment for their future.

Limited use of RIAs as a means of informing the reforms might be one of the root causes of this... According to
respondents, RIAs are not often exercised in practice. Coupled with the limited interest of businesses in the
reform process, this leads to faults in the process, avoiding of which might be possible

Legislative changes outp img 1tation causing di: in the business climate. Often, during
implementation, it becomes clear that its execution is an issue, and the reform might end up being an
additional formal redundancy for a business rather than a way towards the desired outcome.
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3 Environmental actions
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) ss% | D @ Flanming to apply energy efiient echnology
3 320 | — @ Flanving o support awareness rising camprigns
o D
S 30% @ Planning to use renewable energy
—+ o
Q 29% Planning to use highly recyclable materials or packages
g 24% Planning to invest in environmental projects and programs
fams o . .
6' 16% _ . Planning to apply technology to reduce emissions
2 2% | D 8 o cctons v s ot




