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IFC Georgia Tax Simplification Project

IFC, a member of the World Bank Group, 
launched its Georgia Tax Simplification Project 
in June 2010. The Project is being implemented 
with financial support from the the government 
of the Netherlands (Netherlands-IFC Partnership 
Program - NIPP), Austria, and Luxembourg.

Project Objective

The goal of IFC's Georgia Tax Simplification 
Project is to lower tax compliance costs for 
micro, small, and medium enterprises (MSMEs) 
and expand their tax base through the 
following objectives:

Reform the tax system for MSMEs to 
reduce the administrative burden of 
paying taxes and  encourage legal 
formalization and tax compliance, 
including through introduction of a 
simplified taxes for MSMEs;

Optimize tax administration resources by 
ensuring that a risk-based audit system is 
operational thereby enhancing results 
while minimizing the burden for 
businesses;

Reduce the administrative burden to 
MSMEs by introducing a more rational 
use of penalties and by streamlining the 

tax appeal system;

Improve public awareness on tax reform 
and expand outreach to the tax-paying 
community.

Why is Tax Simplification Important for 
Georgia?

Bold reforms in the area of tax policy and 
administration, introduced since 2003, have 
helped improve the tax environment for 
businesses. Consequently, the perception of tax 
administration among businesses is one of the 
best in the region: according to the Business 
Environment and Enterprise Performance 
Survey 2008, a joint initiative of the World Bank 
Group and EBRD, only about 15% of Georgian 
businesses rated Tax Administration as a major 
obstacle to their businesses, which is one of the 
lowest values for all of Europe and Central Asia. 

However, the breakdown of the results reveals 
important differences in the perceived 
constraints between smaller and larger 
Georgian businesses. While the share of large 
and medium businesses that rated tax 
administration as a major obstacle from 2005 to 
2008 decreased respectively from 26 percent to 4 
percent and 17 percent to 8 percent, the share of 
small businesses complaining about the same 
issue in the same period increased from 11% to
20%. 
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IFC Approach

As part of its regional strategy in Europe and 
Central Asia to improve the business enabling 
environment for micro, small, and medium 
enterprises, IFC has a particular contribution to 
make in tax administration reform. IFC 
approaches reform from the perspective of the 
businesses with a focus on the often-neglected 
small business sector.  This approach 
corresponds to the Georgian government's 
private-sector-oriented reform agenda.  

IFC's Georgia Tax Simplification Project will work 
closely with the business community, the 
Government and other international  
organizations to minimize the burden imposed 
by taxes, particularly for MSMEs, by supporting:

The development of a tax regime that is 
more commensurate  to  MSMEs'  
capacities;

Implementation of risk-based audits and 
inspections;

Improvements to the penalty and tax 
appeals systems;

Public outreach to increase the 
knowledge of MSMEs about their rights 
and responsibilities and to enhance their 
capacity to correctly pay their taxes. 

Donor Partners 

About NIPP

The Netherlands is one of IFC's key partners in delivering 
advisory services. The Netherlands-IFC Partnership 
Program (NIPP) was established in 2002 to consolidate 
Dutch Foreign Affairs-supported advisory programs under 
one umbrella. The NIPP is a Framework Agreement with 
dedicated funds for IFC's 5 Business Lines with a focus on 
activities in IDA countries. Globally, the Netherlands is one 
of the world's largest donors, spending US$6 billion, which 
is equivalent to 0.8% of its GDP. For more information, visit  
www.minbuza.nl/en/home.

About Austrian Ministry of Finance (MOF), External 
Economic Program

MOF's external economic program supports the 
development and transition process in Southeast and East 
Europe. The program aims at promoting sustainable 
investments to support economic growth, create jobs and 
improve the business environment. Supporting local and 
foreign investments helps to improve the livelihood of 
people and progress towards a stable and prospering 
region. Our goal is to contribute to private sector growth 
through capacity building, SME support, facilitation of 
investments, and building business partnerships between 
Austrian and local investors. For more information, please 
visit  http://english.bmf.gv.at.

About Luxemburg-IFC Partnership Program

The strategic Partnership Program with IFC was established 
in 2006. Total amount of contributions to date is EUR 6.3 
million and the main focus areas are Access to Finance and 
Business Enabling Environment. In terms of Official 
Development Assistance (ODA), Luxembourg has been 
since 2000 among the group of industrialised countries 
which allocate more than 0.7 per cent of their gross 
national income (GNI) to development cooperation. In 

2009 Luxembourg Official Development Assistance (ODA) 
reached EUR 298 million representing 1.04 per cent of GNI, 
making Luxembourg the third most generous donor in 
percentage terms. For more information, visit
 www.mf.public.lu.

About IFC 

IFC, a member of the World Bank Group, is the largest 
global development institution focused on the private 
sector in developing countries. We create opportunity for 
people to escape poverty and improve their lives. We do so 
by providing financing to help businesses employ more 
people and supply essential services, by mobilizing capital 
from others, and by delivering advisory services to ensure 
sustainable development. In a time of global economic 
uncertainty, our new investments climbed to a record $18 
billion in fiscal 2010. For more information, visit
 www.ifc.org.

IFC in Georgia

IFC's cumulative investments in Georgia since 1995 total 
nearly $500 million in 36 projects across a variety of sectors. 
Through its Advisory Services, IFC is working towards 
reform of Georgia's tax system to benefit small businesses 
and is helping raise food safety standards. Georgia has 
been a member of IFC since 1995. For more information, 
visit www.ifc.org/eca.

The Project is supported with funds from the governments of the Netherlands (Netherlands-IFC Partnership Program - 
NIPP), Austria and Luxembourg.
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