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How Georgian Reforms Came 
about 

• Before 2004 Georgia is a failing state with very corrupt 
government and very weak economy  

• Rose Revolution, supported by the majority of Georgians, brings 
a group of young western-educated professionals to power 

• Sweeping reforms start right away 

• Suddenly Georgia has the youngest government in the world 
having the legitimacy to implement sweeping and very painful 
reforms (average age of a cabinet minister is under 30) 

• The new government borrows money from international donors 
as the country’s cash-strung to pay its public administration 
living salaries and discourage corruption  

 



How Georgian Reforms Came 
about 

• The new government implements a very effective police reform: 
puts new recruits who have never worked for the police before, 
through rigorous training and testing, lets go of the old police in 
its entirety and bars them, invariably, from joining the new 
police force 

• The new government  abolishes the Anti-Corruption Bureau, 
which, though counter-intuitive, was the to go if the endemic 
corruption was to eliminated. 

 

 

 

 



PFM reforms at a Glance, 2004-
2015 

• Tax Reform: Number of taxes reduced from 21 
to 6 

• Number of licenses and permits almost halved 

• Tax collection responsibilities merged into the 
new Revenue Service 

• Setting up a single treasury account instead of 
all government budget spenders having their 
treasury accounts, which made 
streamlining/consolidating next to impossible 

 

 



Georgia in International Rankings 

• Doing Business 2013: Georgia ranks 9th out of 
185 countries, up from 112th in 2006. 

• Doing Business 2015: Georgia ranks 15th out 
of 189 countries 

 



Forbes 2009 Tax Misery & Reform 
Index  

• Georgia ranks 4th in terms of severity of tax burden 

  





Forbes 2009 Tax Misery & Reform 
Index  

The Misery score is the sum of the taxes shown in the colored 
bars, at the highest marginal percentage in each locale. It’s 
our best proxy for evaluating whether policy attracts or repels 
capital and talent. The countries at the top of the chart impose 
the harshest taxes while those at the bottom are the most tax 
friendly. The Reform column reflects a reduction in misery (a 
negative number highlighted in red) or an increase in misery in 
the past year. In most of the world local governments are 
usually funded from property taxes, which aren’t part of the 
Misery Index. 

 



E-Procurement in Georgia: 
Achievements and Challenges 
 
 



The Size of Georgia’s Public 
Procurement Market 

• Approximately 10% of GDP and 29% (GEL 
2.847 billion) of Georgia’s 2014 consolidated 
budget (central gov+local gov-s) was spent on 
public procurement 



Where we started 

SPA office. January 2010 



Collection of documents from state bodies (paper tenders) 

SERVICE 

AGENCY OF MIA 

TAX DEPARTMENT 

NATIONAL AGENCY 

OF PUBLIC 

REGISTRY 

OTHER STATE AGENCIES COMMERCIAL 

BANKS 

NOTARY COURTS 

Procuring Entity 

Tender 

proposal 

Qualification 

docs 

• Waste of time 

Bidder 

• Waste of money 

• Waste of  administrative resources 

• Waste of paper 

Some of the visualisations in the presentation were borrowed from SPA’s presentation, September 2012  



Paper tenders and “geographical inequality” 

Procuring entity 

• Bidders had to pay at least 4 physical visits to a procuring entity, 

  and the winner –  an additional a 5th  visit to sign a contract 

 

20 mln paper copies – in the last 5 
years 

High transaction costs 

Limited access to information 

High compliance costs 



Side effects of paper tenders 

Lack of transparency 

High risk of corruption 

Non-reliable data 

Restricted competition 

Geographical inequality 

High compliance costs 



What we wanted 

• Transparency 

 

• Non- discrimination 

 

• Fair evaluation 

 

• Streamlined and easy to follow procedures 

 

..and get rid of papers!!! 



In-house development Off-the-shelf  solutions 
 (made according to a standardized  

format, ready-made) 

Cost Cost 

Less  than 

$ 1 mln 
Approx. 

$ 10 mln 

Two options 



Second option: Georgian alternative 

 

• S/W           $ 150 000 

• H/W           $ 500 000 

• BI                $ 70 000 

• Website        $ 10 000 

• Communication campaign   $ 30 000 

 

 



Pace of the reforms 

 

 



Geographical “inequality eliminated” 

What we got  

Procuring entity 

• Bidders do not make physical visits to procuring entity.   Only 

  the winner  once visit  procuring entity to sign a contract 

 

Minimum paperwork 

Minimum transaction costs 

Everyone sees everything 

No physical visits 

Increased competition 

Maximum efficiency 

Fair evaluation 

Electronic dispute resolution 



Georgian Electronic Government Procurement - Ge-GP 

100%  e-tenders - since December 1,  2010 

Developed in-house…in one year 

$1.3 billion went through  Ge-GP 

$198 million public funds savings 

14462 registered users 



Some features of Ge-GP 

•No local preference/ No local presence/ ~100 foreign bidders/ contracts won > 30   

Non discrimination 

•Deadlines / Thresholds / Homogeneity / Abnormally low price / Documents  

Smart system preventing 
mistakes / warning 

•Topics of interest / News / Updates / Legal and procedural amendments / more than 3 
million messages sent  Internal messaging 

system 

•E-submission  of complaint/ Free of charge / Standstill Period/ Very fast -10 days / Civil 
society equally involved in decision making  (/ Standstill Period is a period of at least ten 
calendar days following the notification of an award decision, before the contract is signed 
with the successful supplier(s). Its purpose is to allow unsuccessful bidders to challenge the 
decision before the contract is signed. 

Fast and transparent 
dispute resolution 

•No administrative documents in advance / No physical visits / Electronic bid bonds /  

Minimum administrative 
barriers  



Ge-Gp business process in brief 

Publication  of Annual Plan 

Needs assessment 

•Budget planning 
 

Preparation of Tender 
Documentation 

• Needs assessment 

• Market research 

• Neutral description 

Publication of Tender 
Notice/Tender Documentation 

• Estimated value 

• Deadlines 

• Clarifications 

Registration on Ge-GP 

 

• One step registration 

• Free of Charge 

• Easier than in Facebook 

• Subscription to news 

Submission of Tender Proposal 

• Web-payments 

• Technical Description 

• Price 

• Minimum documents required 

Participation in e-Auction (not 
obligatory) 

• Decrease price 

• 3 rounds 

• Full anonymity  

Evaluation  of Bids 

• Transparent 

• Conflict of interest 

• Minutes of evaluation committee 

• All correspondence 

• Immediate upload 
 

 

Awarding contract 

• Award notice 

• Standstill – minimum 3 days 

Contract implementation 

• Online Contract 

• E-payment/E-Treasury 

• Reporting 

• Monitoring 
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System prevents mechanical 
and procedural mistakes 

System provides   subscription 
and internal messaging options 

Electronic payments module/ 
linkage with State Treasury 

All activities are logged 

Bilingual system. 
Georgian - English  

Integrated appeal mechanism 



Everyone sees everything 

Annual 
Procurement 

 Plan 

Tender Notice 
Tender 

Documentation 

Tender 
Proposal/Bids 

Minutes of 
evaluation 
Committee 

All related 
documents and 
correspondence  

All data on 
disputes, including 

application and 
decision 

Contracts and 
amendments 

Payments under the 
contracts 



DRB Business Process 

Full cycle of the review of disputes by the Board

1                                2                              3                                 4                            5                             6                           7                        8                       9                     10

Examine the filed 
complaint and where 
a deficiency is found 
instruct a 
complainant to fix it.

DRB Office

Fix the deficiency in 
the complaint and 
upload to the 
system

Complainant

Upload a 
complaint into the 
system

Complainant

DRB Office

Draft a decision 
about 
admissibility of 
the filed 
complaint

DRB Chairman

Take final 
admissibility 
decision 

DRB Office

Upload the 
admissibility 
decision into 
the System

DRB Office

Suspend the 
challenged 
procedure in the 
Electronic 
Procurement 
System

DRB Office

Notify Board 
members by phone, 
SMS and/or e-mail 
about thr complaint  
declared admissible

Send a notice to the 
respondent about 
the challenged and 
suspended 
procurement 
procedures 

DRB Office

Appoint the 
hearing of the case 
based on the 
submission of the 
DRB Office

DRB Chairman

Send a notice to 
the parties about 
date and venue of 
the Board hearing

DRB Office

Substantial 
review of the 
dispute at the 
Board hearing

DRB members, 

parties

Keeping minutes 
of Board hearing

DRB Office

Meeting and taking 
a decision on 
allowing the  

complaint partially 
or fully or 

disallowing the 
complaint 

DRB members

Draft the Board 
decision

DRB Office, DRB 

members

Review the DRB 
draft decision and 
sign thereof

DRB Members

DRB Office

Upload the DRB 
decision nto the 
Integrated State 
Procurement 
System

DRB Office, DRB 

Chairman

Send a 
notification to the 
complainant about 

the admissibility 
decision over his/

her complaint



Data on DRB activities 





  



CPV Codes 
The CPV establishes a single classification system for public procurement aimed at standardising 

the references used by contracting authorities and entities to describe the subject of procurement 

c contracts. 
 





Clear and well articulated political will  

Visionary approach – no special rigid strategy 

Consolidated  team – unified  views and values 

Correction during the implementation – return to the reforms several time  

Unilateral liberalization of procurement market for foreign bidders 

Streamlined, easy-to-follow procedures 

Non-discrimination & fair evaluation 

Maximum transparency – “everyone sees everything” 

How we built it 

Transparent & Efficient System of State Procurement  

(in 1 year !!!) 

Mainstream Alternative: 

• Elaboration of a strategy (1 year) 

• Dialogue with the interested parties  

• Elaboration of an action plan/introduction (1 year) 

• Implementation (3 years) 

Too long and too expensive for us (what 
about you ?) 



What we learned 
 

 

 



Georgian public procurement system: 
International Recognition 

• Since the radical reforms of 2009 to the Georgian public procurement system, 
Georgia has had one of the most transparent procurement systems in the world. 
Transparency International Georgia and a number of other international 
organizations have praised the system (e.g. the World Bank, The United Nations, 
The European Bank for Reconstruction and Development).  

• Even so, a public procurement system’s openness and transparency does not 
always mean that it will ensure resource savings or an appropriate level of 
competition. 

• Transparency International Georgia, June, 2013. Georgia’s E-procurement 
platform is one of the most transparent in the world but because of loopholes, 
too many contracts bypass the system: 
http://transparency.ge/en/post/report/georgia-s-e-procurement  

• World Bank, February 18, 2015. Georgia: An E-Procurement Success: 
http://goo.gl/9JkRHZ  

• United Nations, 2012. Public Service Awards Winner http://goo.gl/MXrFQb   
• European Bank for Reconstruction and Development (EBRD). On the Way to WTO 

GPA Accession: Georgia 
 

http://transparency.ge/en/post/report/georgia-s-e-procurement
http://transparency.ge/en/post/report/georgia-s-e-procurement
http://transparency.ge/en/post/report/georgia-s-e-procurement
http://transparency.ge/en/post/report/georgia-s-e-procurement
http://transparency.ge/en/post/report/georgia-s-e-procurement
http://transparency.ge/en/post/report/georgia-s-e-procurement
http://transparency.ge/en/post/report/georgia-s-e-procurement
http://goo.gl/9JkRHZ
http://goo.gl/MXrFQb
http://goo.gl/MXrFQb


Assessment by Others 
• UN- United Nations Public Service Award, 2nd place, in the category of 

“Preventing and Combating Corruption in the Public Service”,2012 

• EBRD - “In the Eastern European countries, including Georgia and Russia, 
the basic policy features of public procurement are in place. However, only 
Georgia scored a high compliance rate, as most integrity safeguards and 
procurement efficiency instruments recommended by international best 
practice were adopted in Georgia in 2010”… 

• Transparency International Georgia - "In the past year, we have seen the 
successful introduction of an electronic, transparent procurement system, 
which has been a very positive development” . 

• European Parliament, Committee on International Trade - “Welcomes 
Georgia’s new procurement system, enabling e-auctions for all types of 
contracts, irrespective of their size or nature; points out that Georgia 
should also serve as an example for the EU Member States in this area”. 



Transparency International Georgia’s  
 Tendermonitor.ge for better public 

procurement monitoring 



 
 

 Tendermonitor.ge is an online tool launched by TI Georgia in 2013 
that allows to receive alerts when new tenders are posted by 
certain public agencies or call for certain fields:  

 
 an automatic system for flagging potentially suspicious tenders 

(e.g.,major tenders awarded to newly-formed companies) 
 
 graphs and visualizations allowing users to view aggregate data 

such as the total value of tenders awarded to a certain company, 
and ways to compare the amounts spent by agencies on different 
types of tenders.  
 



How we use Tendermonitor.ge: Georgia’s Public Procurement 
in Figures 

• In 2013-2014, GEL 3.132 billion was spent in tenders. Of this, GEL 
1.428 billion was procured in 2013 and GEL 1.704 billion in 2014. 
Electronic and simplified electronic tenders made up approximately 
60% of total public procurement spending in 2014 and 51% in 2013. 

• In 2013-2014, 42 404 contracts were reached through tenders. Of 
these, 33 984 contracts (80%) were not amended after being 
signed, 5 753 (13.5%) were amended once, and 1 604 had two 
amendments. The remaining 1 063 contracts (2.8%) had three or 
more amendments; 

• Of the 42 404 contracts reached through tender, there was a single 
competitor on 5 644 (13.3%) contracts. After changes were made to 
44 of the contracts awarded through electronic tender (0.1%), the 
final value of the contract was higher than the prices offered by the 
losing bidders. 
 



Risks that Remain 

 



 Despite the transparency of public procurement system, there 
remain a number of closely interrelated risks with public 
procurement. The system does not always: 
 

• help save public money 
• provide access for all potential suppliers, or provide equal access to 

the public procurement market for all bona fide suppliers.  
• ensure value for money (the procuring organization should consider 

options which they are not at present. For example, instead of 
constructing a building, would it be better to lease one?) 

 
 As a result, the system does not ensure an appropriate level of 

competition, a non-discriminatory approach to procurement, or an 
effective spending of public money.  
 
 

Risks at a Glance 



Risk #1: Simplified Procurements 
 

 Simplified procurement can be used to purchase goods, services or construction works valued at up to GEL 
5 000 (about $2200) or when an entity has the exclusive right to supply the good, service, or construction 
works and there is not another reasonable alternative supplier.  

 

 Exceptions in the law allow for the use of simplified procurement 

 

 Urgent need (the length of service provision should not exceed the timeframe needed to solve the urgent 
problem); 

 

 A procuring entity can decide to procure an item from a supplier to avoid worsening the quality of an 
object and/or if it is necessary to ensure the procured item is fully used, or if it is necessary that the 
procurement be carried out with the same contractor as part of a sub-contract, except in cases in which 
the estimated price of the object to be procured is greater than the original object procured; 

 

 When it is in the state’s and the public’s interest to take action in a short timeframe instead of conducting 
a public procurement, the Government of Georgia, an Autonomous Republic or the Board of the National 
Bank may use simplified procurement.  

 

 Exclusive right does not apply in situations when the estimated value of the good, service, or construction 
works is over GEL 2 000 000 (about $900,000) and either outside the country but reasonably close, or 
within the country there are organizations which could implement the services 



Risk #1: Simplified Procurements 
 

• These exceptions, in practice, enable budget spending 
entities to bypass the transparent electronic tender process 
for the purchase of any form of good, service, or 
construction work.  

 
• Because state entities award contracts directly to a 

company when using a simplified procurement, the risk of 
corruption is significantly higher. It is possible to reach 
contracts with persons close to office holders or a company 
which is either loyal to or dependent on the government. 
Through simplified procurement the government cannot 
save money as can be achieved through tenders. 

 
 
 



Risk #1: Simplified Procurement (Best Practices) 
 

• Simplified procurements are used in many countries, 
although the main difference between the Georgian 
practice as detailed in legislation and European practice (in 
Slovenia, the Czech Republic, Slovakia, and Poland) is that 
simplified procurement is only allowed in force majeure 
situations or in case of emergency.  

 



Risk #1: Simplified Procurement  
Our Recommendations 

 
• In order to reduce the risks associated with simplified procurements, we 

believe that the government should introduce two key terms into state 
procurement legislation: 1. force majeure situation and 2. urgent need, 
which will include every situation, when shortened time frames for 
procurement will be allowed on the basis of European practices: 

 
• Urgent need should be interpreted as a situation in which it is not possible 

to foresee the need, and/or the reason for the procurement was not 
caused by the procuring organization’s actions, or which, by not procuring, 
would significantly harm the public’s or the state’s interests or property; 

 
• Force majeure situations, should include wars or national emergencies, 

strikes, sabotage, industrial unrest, civil unrest, blockade, insurrection, 
ecological catastrophe, natural disasters, epidemics, dangerous situations 
related to disease among the animal population, or other force majeure 
situations in which by not procuring an item, human life, health, public 
welfare, or state security will be endangered. 



Risk #2: Misapplication of different forms of public 
procurement 

 
 Per Georgian legislation, simplified electronic tender is 

used if the value of the tender is less than GEL 200 000 
(about $90,000), while electronic tender is used for the 
procurements over GEL 200 000. 

 
• The procurement law recognizes a specific case in which 

simplified electronic tender can be announced, including 
when it is in the state and/or public interest to carry out 
the procurement within a short period of time. A legal act 
by Georgian President and/or Georgian Government may 
allow the use of simplified electronic tender when within a 
single budget year the same type of items worth GEL 200 
000 or more are to be procured.  
 
 



Risk #2: Misapplication of different forms of public 
procurement (Best Practices) 

 
 The legislation of the EU countries studied does not allow the use of two 

essentially different means of procurement in such situations, which is not 
only a problem with the legal technique, but rather blurs the lines 
between two different kinds of procurement – simplified electronic tender 
and electronic tender. 

 



Risk #2: Misapplication of different forms of public 
procurement : Our Recommendations 

 
 Simplified electronic tenders valued at GEL 200 000 (about $90,000), or 

more should not be used in instances where it is in the public or state 
interests to carry out the procurement in a shorter timeframe, but rather 
should only be used in instances of urgent need or force majeure 
situations, as defined in this section. 



Risk #3: Price as the main selection criteria 
(Best Practices) 

 
• In the EU countries we studied, price is not the only 

legislative criteria for selection, because such an approach 
can seriously damage the quality of the procured goods, 
services, or construction works. 

 
• At present, bidders have the right to lower the price of their 

proposal in order to win the contract, within a given 
timeframe. Even though the procurement rules have 
recently been amended, price remains the main selection 
criteria in Georgia. According to the amendments, upon 
procuring entity’s request, a bidder is required to 
substantiate the adequacy of the price if it is 20% or more 
below the procuring entity’s estimated price.  
 



Risk #4: Price as the main selection criteria: 
Our Recommendations  

 
• Bidders should keep the right to lower the price of their proposal in 

order to win a tender, although it is important that the final price 
and the difference between the estimated value of the 
procurement and the final price be substantiated.  

• Structured substantiation requires the creation of a questionnaire 
in which procuring entities ask suppliers specific questions, when 
the proposed price is lower than the estimated value of the item to 
be procured by 20% or more.  

• When the substantiation is not structured, the supplier will be 
unable to respond to the questions, which are essential for the 
procuring agency to know the answers to in order to guarantee that 
the bidder will be able to provide the good, service, or construction 
works of the same quality at a lower price. 



Risk#5: The risk of artificially dividing 
tenders 

 
 Artificial division of a procurement means decreasing 

or dividing the amount or quantity of a single object, 
when the procuring organization knows in advance 
that during the same budget year it will be necessary 
to make another procurement of the same object. 

 

• A procuring entity is prohibited from artificially dividing 
tenders to avoid monetary thresholds or other related 
requirements with the goal of evading regulation 
(monetary thresholds are defined in the public 
procurement law). 

 

 



Risk#5: The risk of artificially dividing 
tenders: Our Recommendations 

 
 It is important that a methodology for 

preventing the artificial division of tenders be 
developed in consultation with experts and 
civil society organizations. 

 

 



Risk#6: Access to the System 
 

• In order to increase the effectiveness of public  
spending, it is necessary for all potential 
suppliers to have access to the system.  

 

• In 2014, 58 contracts valued GEL 82 254 335 
were awarded to non-resident suppliers in 
2014. While this is about 5.2 times the level of 
2013, it is still below 5% of the total value of 
all tenders awarded. 

 



Risk#6: Access to the System: Our 
Recommendations 

 
• Georgia needs to  accede to the Government Procurement 

Agreement, which the country has been an observer to since 1999. 
Although the  legislation in force is neither nondiscriminatory 
towards foreign suppliers nor protectionist towards local suppliers, 
the public procurement market has still not been liberalized. The 
procurement market can only be liberalized through changes to 
Georgian legislation. 

• Unified procurement should be used more actively in instances 
where centralization is expedient. Public procurement is still 
carried out in a decentralized manner, which in turn prevents the 
state from saving public money . 

• Develop supplier assessment system. This will ease procurement 
planning as well as the process of selecting suppliers. Suppliers 
could be rated by a “star” system based on objective criteria. State 
Audit Office, March 18, 2014. Ensuring the effectiveness of the 
public procurement system. 

 
 



Risk#7: The independence of the 
public procurement appeals board 

 
• The State Procurement Appeals Board should settle appeals 

quickly and justly, respecting the equality of the parties. 
• Clear conflicts of interest have been present from the 

Board’s establishment: 1.the State Procurement Appeals 
Board is chaired by the Chairman of the State Procurement 
Agency. 2. Of the six board members, the chairman 
nominates two board members yearly. Even though there 
are three representatives of non-governmental 
organizations on the board, the fact that the chairman 
nominates two board members represents a risk to the 
board’s independence. Hence, the Appeals Board cannot be 
considered an independent entity at present. 
 



Risk#7: The independence of the public 
procurement appeals board: Recommendations 

 

• The Public State Procurement Appeals Board 
should be established as a completely 
independent entity. The Chairman of the Appeals 
Board should no longer be the Chairman of the 
State Procurement Agency, nor should the 
chairman nominate the members.  

• The Board of Appeals should be established as an 
independent entity, which means that the Board 
should have its own staff who do not work for the 
Public Procurement Agency. 

 



Thank you for your attention! 
 
 


