Summary of Business Permit Reform Strategy

A review of Azerbaijani legislation reveals that, unlike the licensing regime, Azerbaijani permit regime remains far less uniform. As a result, regulation of permits and similar formalities is dispersed through numerous legislative acts, there being no clear definition of a permit or a mechanism to analyze their legal basis, regulatory purpose or efficiency. This leads to a situation where the number of permits and issuing authorities is unknown, and the procedures governing the issuance and termination of permits are hard to follow. 
Two models of the regulatory simplification are possible in Azerbaijan, building up on the existing knowledge and experience of all other economies that engaged in this reform, be it in the developed or the developing world. The first scenario would be a more far-reaching ‘guillotine’ approach, while a less ambitious way is a gradual deregulation. The former requires an intensive government commitment, while the latter calls for its periodical interventions and reviews. Expected results typically correspond to the level of government engagement.

Regardless of the implementation model, the regulatory simplification would take several basic stages:

1. Determining the scope of business licensing/permitting with an aim to compose a definite list of permits that exist in Azerbaijan at all levels of government;

2. Analysis of the inventory of permits to determine the legal scope of individual permits and engage in their cross-comparisons. A senior political leadership would facilitate collaboration among the government ministries/agencies and ensure timely provision of inputs, processing of outputs, feedback as appropriate and the overall dedication to the reform.

3. Consultations with the stakeholders – Representatives of the private sector would be invited to join an open dialogue with the government representatives with an aim to collect their inputs and empirical evidence on practicality of the individual permits (conducted per area of activity). 

4. Reforming the permit system –The list of changes would be proposed for government’s attention, suggesting where applicable removal of individual permits, their simplification or necessary legal adjustments. 

5. Launch of the registry of permits (and license) – after the regulatory ‘clean-up’ an all inclusive registry of permits with the details applicable to each of them would be launched online, so that entrepreneurs have a full understanding of the issuing process and all associated legal implications. The results of the reform will closely be monitored, measured and verified, using the standard methods, such as surveys, and broadly communicated domestically and internationally.

6. Preparing the next phase – Government may wish to engage, as a matter of follow up, into: setting up one-stop shop for selected permits, e-government solutions to the issuance of certain documents, the reform of the inspection system controlling permits etc. In order to maintain the stock of all regulations sound and business friendly, the government may decide to introduce a regulatory impact assessment (RIA) mechanism that includes an institutional review of the incoming regulations to ensure only the necessary permits and licenses are legally enacted. 

Subsequently, costs of operating a business entity, but also the system of permitting within the public administration would be reduced to a more or less significant level. IFC estimates that maintaining the excessive permits system costs the government more than relaxing it. Meanwhile, the cuts in permits would have direct savings both to the private sector (on permit related costs) and to the government (on associated labor costs). Possible other savings include costs of inspecting enterprises, where only a single percent of related direct costs reduced (due to the simpler permits system) lead to the total annual savings of more than  AZN 10 million to the private sector.

Since the inception of the project, IFC team in cooperation with MED and other stakeholders has achieved certain progress with regard to the first, second and third stages of the regulatory simplification, such as the list of permits prepared on the basis of questionnaires filled out by the relevant state authorities and supplementary legal analysis conducted by IFC lawyers. 

IFC has submitted a draft presidential decree institutionalizing regulatory simplification review for review of the government counterparts. If enacted, the decree will instruct the permit issuing authorities submit more in-depth information about the permits they issue, which will enable the project to prepare more comprehensive list of permits. 
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