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Executive summary 
 

The objective of this report is to equip private sector actors, non-governmental organisations (NGOs), 

civil society organisations, academia, and other interested stakeholders with evidence and practical 

insights that can support advocacy for an effective implementation of Best Available Techniques (BAT) 

in Georgia under the Law on Industrial Emissions (2023). By drawing on European Union (EU) practice, 

international experience, and Georgia’s institutional and economic context, the report provides a basis 

for informed dialogue with policymakers and for promoting a cleaner, more sustainable industrial 

development. 

The analysis is framed by the adoption of the Law on Industrial Emissions, which introduces BAT-based 

integrated permitting aligned with the EU Industrial Emissions Directive (2010/75/EU, also known as 

IED). The report draws on Georgia’s legal, institutional, and economic context, international practice, 

and case studies from EU Member States, with the aim of proposing practical and realistic measures 

to accelerate BAT uptake while ensuring regulatory credibility and environmental effectiveness. 

Georgia starts from a comparatively favourable position in terms of industrial decarbonisation 

potential. The country has a relatively small industrial footprint, with industry accounting for less than 

one-fifth of GDP, and a coal-free power sector with a very high share of renewable electricity 

generation dominated by hydropower. At the same time, environmental pressures remain significant. 

Ambient air pollution, particularly PM₂.₅, continues to pose a serious public health burden, with 

population exposure and associated mortality rates exceeding EU averages. Stationary sources are 

responsible for the majority of dust and sulphur dioxide emissions, while transport dominates nitrogen 

oxides emissions, indicating that industrial BAT implementation is a necessary complement to 

transport and fuel policies. 

The Law on Industrial Emissions establishes the legal mandate for integrated permitting and BAT 

application across a broad range of sectors, including production of energy, metals, minerals, 

chemicals, waste management, food processing and intensive livestock farming. Approximately 150 

installations are expected to fall under BAT requirements. Integrated permits will apply to new 

installations from 2026, while existing installations will be required to achieve full BAT compliance by 

2031. Secondary legislation and implementing by-laws are expected to be adopted from 2026 onward, 

making the coming years critical for preparing both operators and authorities for the transition. 

The report identifies several structural barriers that could slow BAT uptake in Georgia if not addressed 

through targeted incentives. The most significant constraint is economic: BAT investments are capital-

intensive. At present, Georgia (unlike many EU Member States) does not apply pollution-based charges 

for emissions to air or water that could generate reinvestment revenues or provide ongoing economic 

signals. Access to affordable finance is consistently identified by industry as the primary obstacle, 

particularly for early implementation ahead of mandatory deadlines. Operators also perceive 

production downtime during retrofitting as a direct economic risk, while the absence of clear cost–

benefit evidence reinforces the view of BAT as a compliance cost rather than an investment. 

Institutional and technical barriers further compound these challenges. Sector-specific BAT guidance, 

implementation roadmaps and practical examples are still limited, creating uncertainty around what 

will be considered sufficient for compliance in practice. Monitoring, laboratory, calibration and 

verification capacity remains uneven, which undermines confidence in performance-based regulation 

and limits the feasibility of incentives linked to verified environmental outcomes. In addition, the local 

ecosystem of BAT-related services – such as specialised maintenance, calibration and sector 
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laboratories – is still underdeveloped, increasing reliance on external providers and raising transaction 

costs. 

Market-based drivers for BAT adoption are currently weak. Georgia’s exposure to EU market 

instruments such as the Carbon Border Adjustment Mechanism (CBAM) is limited in the short term 

because only a narrow range of Georgian export goods currently falls under CBAM sectors and export 

volumes to the EU are relatively low; moreover, domestic (and regional) consumer or supply-chain 

pressure for cleaner production remains low. As a result, BAT implementation is not yet a competitive 

differentiator for most industries, reinforcing a wait-and-see approach among operators. 

Despite these constraints, Georgia already has several important building blocks that can be mobilised 

to support BAT uptake. The country has a well-developed set of general financial instruments, including 

concessional loans, leasing, guarantees and grants delivered through programmes such as Produce in 

Georgia and the Development Fund of Georgia. International financial institutions and donor 

programmes play a critical role, with the European Bank for Reconstruction and Development (EBRD), 

Green Economy Financing Facility (GEFF), EU4Business, Nitric Acid Climate Action Group (NACAG) and 

bilateral mechanisms providing both finance and technical assistance. While these instruments are not 

BAT-specific, they offer a viable delivery channel for targeted incentives if aligned more explicitly with 

BAT objectives and timelines. 

The benefits of BAT adoption in Georgia extend well beyond regulatory compliance. From an 

environmental perspective, BAT implementation will reduce emissions of particulate matter, nitrogen 

oxides and sulphur dioxide, contributing to improved air quality and reduced health impacts, 

particularly in sensitive urban and industrial areas. From an energy and climate perspective, BAT 

support higher energy efficiency, reduced fuel consumption and lower greenhouse gas emissions, 

directly contributing to the objectives of the National Energy and Climate Plan and the forthcoming 

Climate Law. Economically, BAT can lower operating costs over time through efficiency gains, improve 

access to international finance, reduce regulatory risk and inspection burden for compliant operators, 

and strengthen the long-term competitiveness of Georgian industry as EU market requirements 

evolve. 

To translate these opportunities into action, the report highlights several areas where 

non‑governmental stakeholders can focus their advocacy efforts. These include promoting timely 

development of secondary legislation and practical BAT guidance, expanding access to targeted 

financial instruments for BAT investments, strengthening monitoring and service capacity, and 

encouraging transparent, risk‑based compliance incentives. Stakeholders can also advocate for 

early‑mover support packages and, once permitting and monitoring systems are fully established, for 

the gradual introduction of long‑term policy instruments that reinforce cleaner and more sustainable 

industrial practices. 

Overall, the report concludes that Georgia is well-positioned to implement BAT successfully, but that 

progress will depend on coupling legal obligations with credible, well-communicated incentives that 

reduce financial risk, reward early action and strengthen institutional capacity. A staged incentive 

framework that builds on existing financial instruments and international cooperation, rather than 

relying on the rapid introduction of complex new taxes, offers the most realistic and effective pathway 

to achieving sustained improvements in air quality, public health and industrial performance under 

Georgia’s new industrial emissions regime. 
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1. Introduction 
 

The newly adopted Georgian Law on Industrial Emissions requires the introduction of BAT in specified 

categories of industrial and agricultural installations. This mainly means achieving compliance with 

BAT-associated quantified parameters, such as BAT-associated emission levels (BAT-AEL) and, in 

certain cases, BAT-associated energy efficiency levels (BAT-AEEL). 

The purpose of this report is to provide stakeholders, including the business community, academia,  

NGOs, and the interested public, with detailed information on incentives for the implementation of 

BAT. The report is intended as a resource that nongovernmental actors can use to advocate for policy 

improvements, engage in evidence-based dialogue with authorities, and promote cleaner and more 

sustainable industrial practices.  

This report was developed through desk research and an analysis of international practice. In addition, 

the study incorporates insights gathered through a targeted questionnaire distributed to 

representatives of the Georgian private sector. This consultation provided first-hand information on 

industry needs, barriers and expectations, adding practical depth and credibility to the findings. 

The report first examines Georgia’s policy, legal and institutional framework, providing an overview of 

the existing environmental pollution control mechanisms applied that may be relevant for the 

implementation of BAT.  

The report then provides an overview of existing economic instruments used in environmental policy 

to support the implementation of BAT, such as taxes, charges, subsidies and tradable permits. It 

outlines the guiding principles of these instruments, their benefits  and the challenges associated with 

their implementation. In addition, it presents examples from different countries to illustrate the 

application and effectiveness of these mechanisms, highlighting how these findings may be relevant 

to the context of Georgia.  Detailed case studies from Lithuania and the Czech Republic can be found 

in Annex C of the report. They examine the regulatory frameworks and the financial and economic 

instruments employed in these two EU Member States, providing insights into how targeted incentives 

can support BAT implementation.  

Finally,  the report outlines key recommendations that private sector actors, NGOs, academia, and civil 

society can use to advocate for stronger industrial pollution reduction and improved environmental 

conditions in Georgia. The findings highlight the need for a comprehensive policy approach that would 

enable effective BAT implementation and support the transition towards cleaner and more sustainable 

industrial practices. To accelerate this transition, stakeholders may promote awareness-raising 

initiatives, advocate for economic incentives to support technology upgrades and encourage the 

adoption of robust compliance mechanisms that reward responsible operators and help ensure that 

environmental objectives are met.   
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2. Policy context and BAT mandate in Georgia 
National Environmental Snapshot: Georgia 
 

• The power sector is practically coal-free, with a very high share of renewables in power 
generation (75.6% from hydro). 

• The industrial sectors’ share in GDP is relatively low, at 18.9%. 

• Mortality in 2019 from selected pollutants was 778.68 deaths per million for PM2.5 (EU 27 
average: 382.51), 24.87 for ozone, and 162.81 for lead1. 

• Data on national emissions are collected by the Ministry of Environmental Protection and 
Agriculture of Georgia (MEPA), published annually by the National Statistics Office of 
Georgia, and reported to the EMEP database. 

• Based on the annual emission inventory data2 , emissions of main pollutants (including NOx, 
SO2 and PM2,5) in the industrial sector have increased significantly since 2000, mainly due to 
increased economic activity. In 2023, industrial sources contributed to over 21% of NOx, 
45% of dust and 93% of SO2 total national emissions. 

• The actual share of environmental expenditure in the state budget represents 1.2 – 1.4 % 
and the share of total environmental expenditure in GDP represents 1.5 – 1.7 %3. 

• There are approximately 150 installations potentially subject to integrated permitting and 
BAT application (see Figure below).  

 

 
 

2.1. Regulatory framework 

The Law on Ambient Air Protection regulates the air quality across the country, setting standards for 

air quality, requirements for the development of emission inventories, monitoring, and state control. 

The defined air quality standards align with standards defined in EU Directives 2008/50/EC on ambient 

 

1 Data on mortality and DALYs from exposure to environmental risks are taken from Global Burden of Disease 
Study 2019 Results, Institute for Health Metrics and Evaluation, Seattle, US, available at: 
http://ghdx.healthdata.org/gbd-results-tool,  and from Organisation for Economic Co-operation and Development 
(OECD), Air quality and health: Mortality and welfare cost from exposure to air pollution, OECD Environment 
Statistics (database), available at:  https://doi.org/10.1787/c14fb169-en.  
2 EMEP Centre on Emission Inventories and Projections (2026) Data viewer – reported emissions data, available 
at: https://www.ceip.at/data-viewer-2/overview-dataviewers/officially-reported-emissions-data.  
3  These figures are based on extrapolations from Georgia’s total budget and environmental allocations, as 
reported by Geostat and reviewed in the UNECE 2024 Environment Statistics Report, available at: 
https://www.geostat.ge/ka/modules/categories/23/mtliani-shida-produkti-mshp  

Energy industries, 11

Production & 
processing of 

metals, 45

Mineral 
industry, 9Chemical 

industry, 15

Waste 
management, 13

Other 
activities, 58

http://ghdx.healthdata.org/gbd-results-tool
https://doi.org/10.1787/c14fb169-en
https://www.ceip.at/data-viewer-2/overview-dataviewers/officially-reported-emissions-data
https://www.geostat.ge/ka/modules/categories/23/mtliani-shida-produkti-mshp
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air quality and cleaner air for Europe (Directive (EU) 2008/50/EC) and 2004/107/EC relating to arsenic, 

cadmium, mercury, nickel and polycyclic aromatic hydrocarbons in ambient air (Directive (EU) 

2004/107/EC), but not with the new Directive (EU) 2024/2881 on ambient air quality and cleaner air 

for Europe  (Directive (EU) 2024/2881), which repeals and replaces the Directives (EU) 2008/50/EC and 

2004/107/EC as of 12 December 2026 and introduces stricter air quality standards to be met by 2030.  

In Georgia, Maximum Allowable Emission (MAE) norms are set for stationary sources subject to 

Environmental Impact Assessment (EIA), while other smaller sources must follow relevant emission 

regulations. Technology-based emission standards are not used. The Environmental Assessment Code 

(2017) presents the legal foundation for Environmental Decisions (essentially Environmental Permits), 

classifying projects into those requiring a full EIA and those subject to screening to determine the need 

for an EIA. The Code requires setting MAE norms but does not define specific limits. During the EIA, 

projected emissions are compared to baseline conditions, and emission limits are set based on local 

pollution and sensitivity, becoming binding in the permit. 

The 2023 Law on Industrial Emissions4 aligns with the original Directive (EU) 2010/75/EU and outlines 

integrated permitting procedures. Its main goal is to prevent, reduce and control emissions from 

polluting industrial activities to air, water and land, as well as to prevent the generation of waste. The 

by-laws are set to be adopted in 2026. Integrated permitting will apply to new installations from 

September 2026, while full implementation of the Law—meaning that all existing installations obtain 

integrated permits and comply with BAT‑based requirements—is expected by 2031 (see Figure 1 for 

timeline for adoption of requirements of the Law on Industrial Emissions). 

 

4 Law of Georgia on Industrial Emissions (2023). Official Gazette of Georgia, available at:  
https://matsne.gov.ge/ka/document/download/5845429/0/ge/pdf.  

https://matsne.gov.ge/ka/document/download/5845429/0/ge/pdf
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Figure 1 The timeline of planned activities under the Law on Industrial Emissions  

  

A full list of activities subject to integrated permitting and BAT is presented in Annex I of the Law on 

Industrial Emissions, while the table below presents a short summary. 

Table 1 Summary of activities subject to integrated permitting and BAT application under the Law on Industrial 
Emissions 

Energy 
• Fuel combustion plants with total rated thermal input ≥50 MW. 
• Oil & gas refining; coke production. 

• Gasification/liquefaction of coal or other solid fuels ≥20 MW. 
Metals 

• Roasting/sintering of ores. 

• Iron & steel making (incl. continuous casting) >2.5 t/hour. 

• Ferrous processing: hot-rolling >20 t/hour; large forges; molten metal coating >2 t/hour 
steel. 

• Foundries (ferrous) >20 t/day. 

• Non-ferrous: primary/secondary production; smelting >4 t/day (lead/cadmium) or >20 t/day 
(others). 

• Electro/chemical surface treatment with bath volume >30 m³. 
Minerals / construction materials 

• Cement clinker in rotary kilns >500 t/day (other kilns >50 t/day); lime or magnesia >50 t/day. 

• Asbestos production or products. 
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• Glass and mineral melting >20 t/day. 

• Ceramics by firing: >75 t/day or kiln >4 m³ and setting density >300 kg/m³. 
Chemicals 

• Organic chemicals (hydrocarbons, oxygenated, halogenated, N/S/P-containing, polymers, 
synthetic rubber, dyes, surfactants). 

• Inorganic chemicals (industrial gases, acids, bases, salts, non-metals/oxides like CaC₂, Si, 
SiC). 

• Fertilisers, pesticides/biocides, pharmaceuticals, explosives. 
Waste 

• Hazardous waste disposal/recovery >10 t/day (bio/physio-chemical treatment, mixing, 
repackaging, solvent recovery, etc.). 

• Incineration/co-incineration: non-hazardous >3 t/hour; hazardous >10 t/day. 

• Non-hazardous waste disposal >50 t/day (bio/physio-chemical, pre-treatment, slag/ash, 
shredders). 

• Non-hazardous recovery (or combined) >75 t/day (same ops; note anaerobic digestion 
exception above). 

• Landfills taking >10 t/day or total capacity >25,000 t (excl. inert). 

• Temporary storage of hazardous waste >50 t (before treatment), and underground storage 
>50 t. 

Other industries 

• Pulp, paper/cardboard >20 t/day; wood-based panels >600 m³/day. 

• Textiles pre-treatment/dyeing >10 t/day. 

• Tanneries >12 t/day finished product. 

• Slaughterhouses >50 t/day carcass output. 

• Food/feed processing (animal-only >75 t/day; plant-only >300 t/day or >600 t/day if ≤90 
days/year; mixed uses the A-formula for animal fraction). 

• Milk processing average >200 t/day received. 

• Animal by-products treatment >10 t/day. 

• Intensive farms: >40,000 poultry, >2,000 pigs (>30 kg), or >750 sows. 

• Organic-solvent surface treatment >150 kg/hour or >200 t/year solvent use. 

• Carbon/electro-graphite manufacture by incineration/graphitisation. 

• CO₂ capture from covered installations for geological storage. 

• Wood preservation with chemicals >75 m³/day. 

• Independent wastewater treatment plants treating effluent from these Annex I activities 
(not municipal WWTPs). 

 

While MEPA, the National Environmental Agency (NEA), the Department of Environmental Supervision 

(DES), and the Environmental Information and Education Centre (EIEC) hold formal responsibilities for 

permitting, monitoring, enforcement, and public participation, the effectiveness of the integrated 

permitting system will also depend on active engagement from private sector operators, NGOs, and 

civil society. These stakeholders can use the findings of this report to support constructive dialogue 

with authorities, advocate for transparent implementation processes, and contribute to the 

development of practical BAT guidance. A detailed mapping of all stakeholder groups is presented in 

Annex D. 
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2.2. Relevant national strategies 

2.2.1. Policy and Legislative Developments on Air and Industrial Emissions 

Over the past decade, Georgia has reformed its legislative framework to manage air quality and 

industrial emissions in line with EU environmental directives. The Fourth National Environmental 

Action Programme (NEAP4, 2022–2026) and the Climate Change Strategy and Action Plan (2024–2025) 

provide the overarching policy basis for air protection, industrial modernisation, and climate change 

mitigation. 

Georgia’s air quality legislation is being harmonised with the Directive (EU) 2008/50/EC, introducing 

zoning and agglomeration-based management. The country has identified five air quality zones and 

one agglomeration (Tbilisi), where management plans must be prepared if pollutant concentrations 

exceed limit or target values. This approach enables targeted control of industrial emissions and closer 

integration of air quality and urban planning policies.  

2.2.2. Energy and Climate Policy Integration 

Industrial pollution control is closely linked with energy policy reforms that promote energy efficiency, 

decarbonisation, and renewable energy. The Law on Energy and Water Supply5, the Law on Promoting 

the Generation and Consumption of Energy from Renewable Sources 6 , and the Law on Energy 

Efficiency7 form the legislative backbone for reducing emissions in the industrial and energy sectors. 

These laws introduce obligations for large enterprises to conduct mandatory energy audits, apply 

minimum energy performance standards, and integrate efficiency criteria in public procurement from 

2025 onward. 

Complementary legislation – the Law on Energy Efficiency of Buildings 8  and the Law on Energy 

Labelling9 – encourages energy-efficient technologies and consumer awareness, while preparatory 

work on a forthcoming Law on Eco-Design for Energy-Consuming Products aims to introduce life-cycle 

environmental performance standards for industrial and household equipment. These instruments 

collectively support the transition towards cleaner production and reduced industrial energy intensity. 

The alignment of Georgia’s legislation with EU energy standards is guided by the Georgia Energy Sector 

Reform Programme (GESRP) and participation in the Energy Community Treaty, of which Georgia 

became a contracting party in 2017. In June 2024, Georgia adopted its National Energy and Climate 

Plan (NECP), integrating earlier energy efficiency action plans into a unified framework consistent with 

EU 2030 and 2050 decarbonisation goals. The NECP sets out national targets for renewable energy, 

energy efficiency, and greenhouse gas reduction, identifying the industrial sector as a key pillar for 

achieving these goals through BAT application, modernisation of industrial processes, and investment 

in clean technologies. 

 

 

5 Law of Georgia on Energy and Water Supply, available at: 
https://matsne.gov.ge/en/document/download/4747785/4/en/pdf.  
6Law on Promoting the Generation and Consumption of Energy from Renewable Sources, available at: 
https://matsne.gov.ge/en/document/download/4737753/1/en/pdf.  
7Law on Energy Efficiency, available at: https://matsne.gov.ge/en/document/download/4737753/1/en/pdf.  
8 Law on Energy Efficiency of Buildings, available at: 
https://matsne.gov.ge/en/document/download/4873932/0/en/pdf.  
9 Law on Energy Labelling, available at: https://matsne.gov.ge/en/document/download/4737753/1/en/pdf.  

https://matsne.gov.ge/en/document/download/4747785/4/en/pdf
https://matsne.gov.ge/en/document/download/4737753/1/en/pdf
https://matsne.gov.ge/en/document/download/4737753/1/en/pdf
https://matsne.gov.ge/en/document/download/4873932/0/en/pdf
https://matsne.gov.ge/en/document/download/4737753/1/en/pdf
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2.2.3. Fuel Quality and Emission Standards 

To further address industrial and transport-related emissions, Georgia introduced state control of fuel 

quality in 2016, conducting over 1,200 fuel tests by 2024. Violations of fuel standards were criminalised 

in 2020 to strengthen compliance. The Government Resolution No. 256 (2017) set sulphur content 

limits for liquid fuels, which came into force in 2021, and amendments establishing fuel sampling 

systems are under finalisation. In addition, higher excise duties on fuel imports since 2017 have 

promoted a gradual transition toward low-emission and electric vehicles, indirectly contributing to 

reduced air and industrial pollution. 

2.2.4. Supporting Programmes and International Cooperation 

A series of international initiatives has supported Georgia’s shift toward sustainable industrial 

development. The Energy Efficiency in Public Buildings Project, financed by KfW and EBRD, aims to 

retrofit around 100 buildings using renewable and efficient technologies, while industrial credit lines 

under EBRD’s GEFF programme have provided over EUR 42 million to 40 companies and 29,000 

households, achieving annual savings of 16,000 tCO₂ equivalent. A parallel Energy Efficiency Project 

for small and medium-sized enterprises (hereinafter – SMEs) mobilises financing from the Green 

Climate Fund and the Austrian Ministry of Finance to support cleaner technologies in small and 

medium industries. 

At the institutional level, the Ministry of Economy and Sustainable Development (MoESD) has 

established the Monitoring and Verification Platform with EU4Energy support, enabling data collection 

and reporting on energy efficiency measures across sectors. Georgia also participates in the Odyssee-

Mure project, which tracks industrial and energy efficiency trends in the EU and Energy Community 

countries. 

2.2.5. Cooperation Framework and Private Sector Engagement 

Georgia has strengthened cooperation frameworks with private sector representatives and civil 

society, creating opportunities for non-governmental actors to use the evidence in this report to 

advocate for cleaner technologies, improved regulatory design, and more effective industrial pollution 

control. These partnerships provide a platform for stakeholders to influence policy development and 

promote BAT-aligned reforms. 

These include consultations, information exchanges, and joint initiatives aimed at advancing air 

protection, climate change mitigation, and the adoption of cleaner technologies. Other government 

bodies and municipalities also actively cooperate with private sector stakeholders in sectors such as 

energy, transport, and public health. 

The Business Ombudsman’s Office plays a key institutional role in protecting the rights of business 

actors and ensuring fair and transparent relations between enterprises and the state. This facilitates 

dialogue on systemic issues and supports the private sector’s participation in environmental 

governance. Private sector engagement typically begins at the early stages of policy formulation and 

continues through implementation, ensuring that industrial operators are not only consulted but also 

empowered to contribute to policy effectiveness. Capacity-building initiatives—often supported by 

donor projects—help enterprises understand and apply BAT and comply with new emission and 

efficiency standards. 

A prominent example of a successful public-private partnership is the cooperation between the 

Government of Georgia, the German Federal Ministry for the Environment (BMUV), GIZ, and Ltd. 

Rustavi Azot under the NACAG initiative. The project co-financed the installation of nitrogen oxide 
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absorption technology at the company’s facility, reducing emissions that accounted for around 5% of 

Georgia’s total annual greenhouse gas emissions. Similarly, the projects funded by the EU provided 

support to Georgian stakeholders in introducing BAT and ELVs required under the Law on Industrial 

Emissions. These examples illustrate Georgia’s evolving model of shared responsibility for industrial 

emission reduction between the state, private sector, and international partners. 

2.3. Existing and new environmental pollution control mechanisms 

Existing environmental pollution control mechanism  

Under Georgia’s existing regulatory system, except for cases expressly provided by law, operators are 

required to submit annual reports on air emissions, water use and waste quantities through the 

relevant electronic reporting systems, as required by the Environmental Assessment Code10 (Article 

20),  the Law on Ambient Air Protection11; Government Decree No. 413 on air emission reporting12, the 

Law on Water13 and the Waste Management Code 14 and its reporting by‑laws. In addition, operators 

of environmentally relevant installations – including large combustion plants, cement, metallurgical, 

chemical and waste facilities – are required to submit periodic environmental reports to NEA under 

the EIA decision that they obtain and relevant sectoral legislation on air protection, water and waste 

management. These reports include annual emission data for regulated pollutants, self-monitoring 

results (instrumental and/or calculation-based data), and information on exceedances and corrective 

actions. Reporting formats and frequencies are defined in individual permits or environmental 

decisions, and there is no harmonised BAT-based reporting framework. 

Operators must conduct self-monitoring in accordance with permit conditions, including periodic stack 

measurements (often quarterly or annually), wastewater accounting/sampling, and in some sectors 

continuous or semi-continuous monitoring. Monitoring is carried out either by the operator’s 

accredited laboratory (if available) or by external accredited laboratories. Georgia has limited 

laboratory capacity for complex pollutants such as heavy metals, dioxins, POPs and certain VOCs, 

meaning that many installations rely mainly on periodic spot measurements. 

Continuous emission monitoring systems (CEMS) are required only for certain high-impact 

installations, such as large combustion plants (LCPs), cement kilns and metallurgical furnaces etc., 

usually cover only selected emission sources and pollutants (dust, NOₓ, SOₓ and CO) and the real-time 

data transfer to the DES is obligatory. CEMS data are used by DES together with inspection findings, 

review of monitoring reports and control sampling. However, under the existing system, monitoring 

results are not integrated into a national real-time compliance database and enforcement remains 

largely ex-post and document-based. 

Environmental inspections are organised through an annual inspection plan approved by the Head of 

the Department in agreement with the Minister and implemented under the 2019 risk-based 

 

10 Parliament of Georgia (2017) Environmental Assessment Code, available at: 
https://www.matsne.gov.ge/en/document/view/3691981?  
11 Parliament of Georgia (1999) On Ambient Air Protection, available at: 
https://matsne.gov.ge/en/document/view/16210?  
12 Parliament of Georgia (2013) Government of Georgia Decree No. 413 – Technical Regulation on Self-
monitoring and Reporting, available at: https://des.gov.ge/Legislation/Files/ViewFile/4028  
13 Parliament of Georgia, Law of Georgia on Water, available at: 
https://www.matsne.gov.ge/en/document/download/33448/18/en/pdf  
14 Parliament of Georgia (2015) Waste Management Code, available at: 
https://matsne.gov.ge/ka/document/view/2676416  

https://www.matsne.gov.ge/en/document/view/3691981
https://matsne.gov.ge/en/document/view/16210
https://des.gov.ge/Legislation/Files/ViewFile/4028
https://www.matsne.gov.ge/en/document/download/33448/18/en/pdf
https://matsne.gov.ge/ka/document/view/2676416
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methodology. Installations are classified into high, medium and low risk, with inspection frequencies 

ranging from annually for high-risk objects to once every three to five years for low-risk ones. 

Inspections may be complex or targeted, and unscheduled inspections may be triggered by complaints, 

accidents, suspected non-compliance, or follow-up of previous violations. 

Enforcement is based on the Administrative Offences Code. Operating without a required 

environmental or screening decision is subject to fines of GEL 7,000–10,000, with higher penalties for 

repeat offences (up to GEL 14,000). Failure to comply with conditions of an environmental decision is 

subject to a base fine of GEL 5,000, which may be tripled if non-compliance continues and tripled again 

if the violation persists. This mechanism allows escalating enforcement but remains administrative and 

court-based. 

Exceeding air emission limit values due to non-compliance with environmental decision conditions 

leads to fines that increase sharply with the scale of exceedance, ranging from GEL 5,000 (up to 5× 

exceedance) to GEL 45,000 (10× or more). Exceedance of emission limit values or failure to implement 

mitigation measures is enforced as well through possible suspension or restriction through further 

administrative acts. 

New environmental pollution control mechanism  

From 1 September 2026, the new pollution-control regime will enter into force through the Law of 

Georgia on Industrial Emissions, which introduces the integrated environmental permit as a whole-

environment authorisation. 

The operator must implement monitoring under the conditions of the integrated environmental 

permit and is required to submit monitoring results to the competent authority at least once per year, 

within the timeframe defined in the permit. Monitoring requirements – such as the methodology, 

frequency, and assessment procedures – are to be defined in line with the applicable BAT conclusions, 

where available. 

The law also sets minimum periodicity for certain environmental media: groundwater monitoring must 

be performed at least once every five years, and soil monitoring at least once every ten years, unless 

a justified risk-based approach requires a different interval. Monitoring information submitted to the 

NEA must be made available to the public through the environmental information portal. 

Compliance with integrated permit conditions is controlled by the DES, which is legally mandated to 

oversee compliance within the integrated permitting system. 

Environmental examinations (inspections) are organised through a national strategy for environmental 

examination, approved by ministerial order and periodically updated, and through an annual 

environmental examination programme prepared at the end of each calendar year. Inspection 

frequency is risk-based: high-risk installations must be inspected at least once per year, while low-risk 

installations must be inspected at least once every three years. Where an inspection identifies 

significant non-compliance, the DES must carry out a follow-up inspection within six months. 

In addition to planned inspections, the Law of Georgia on Industrial Emissions (2023) allows, among 

others, unscheduled inspections, including in response to complaints or hotline reports, incidents and 

accidents, and verification of corrective actions. Following an inspection, the DES prepares an 

inspection report and must provide it to the operator no later than four months after the inspection is 

completed. Inspection results must also be made publicly available in accordance with Georgian law. 
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Where violations of integrated permit conditions occur, the operator must immediately notify the DES 

(including via the Ministry hotline) and take immediate measures to restore compliance. The DES may 

impose additional measures as needed. If a violation creates a direct threat to human health or poses 

a risk of significant environmental impact, the DES has the authority to suspend operation of the 

relevant installation, equipment, or part thereof until required measures are implemented. The 

integrated environmental permit may also be revoked under the applicable legal procedure.  

The Industrial Emissions Law establishes specific administrative offences and corresponding sanctions. 

• Carrying out activities without an integrated environmental permit results in a fine of GEL 

25,000 to GEL 30,000. 

• Failure to comply with the conditions of the integrated environmental permit results in a fine 

of GEL 10,000 to GEL 15,000. 

If the DES orders a violation to be eradicated and the operator fails to comply within the established 

deadline, the fine may be increased up to three times the base amount; continued failure can lead to 

fines up to nine times the base amount. 

In the integrated permit enforcement system, administrative offence reports are prepared by the DES, 

while cases are adjudicated by the district (municipality) court with defined appeal routes. 

Under Order №2-791 (2025) 15 , adopted pursuant to the Industrial Emissions Law, the 2026 risk 

assessment system has been redesigned for integrated permit holders (i.e., the operators of 

installations subject to integrated environmental permitting). Under the new methodology, risk is 

assessed using two unified components – impact criteria and operator performance criteria – and 

installations are classified as either high or low risk, with inspection frequencies of at least once per 

year or once every three years, respectively. This system applies only to integrated permit holders and 

links regulatory oversight directly to BAT-based permit compliance and operational performance. Until 

an integrated permit is obtained (new installations are required to obtain an integrated permit from 1 

September 2026, while existing installations must obtain their permits by 2031, following a phased 

transition schedule to be defined in the forthcoming by-laws), installations remain subject to the 

existing 2019 risk-based system. 

Table 2 Comparison of Georgia’s pollution-control and enforcement systems 

Aspect 
Existing system (until 1 September 

2026) 
Integrated permit system (from 

1 September 2026) 

Legal basis 
Environmental decisions (EIA); 
Administrative Offences Code 

Law of Georgia on Industrial 
Emissions; integrated 
environmental permit 

Scope of authorisation 
Fragmented – separate permits and 
EIA conditions 

Single whole-environment 
permit covering all media 

 

15Environmental Protection and Agriculture of Georgia (2025). Ministerial Order No. 2-791 on the Approval of 
the Methodology for Environmental Risk Assessment, available at: 
https://new.matsne.gov.ge/ka/document/download/6717848/0/ge/pdf?.   

https://new.matsne.gov.ge/ka/document/download/6717848/0/ge/pdf?utm_source=chatgpt.com
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Aspect 
Existing system (until 1 September 

2026) 
Integrated permit system (from 

1 September 2026) 

Annual reporting 

Mandatory annual reporting on air 
emissions, water use and waste via 
electronic systems; additional 
periodic reports to NEA under EIA and 
sectoral permits 

Monitoring results submitted at 
least once per year under 
integrated permit 

Reporting format 
Defined in individual EIA decisions; no 
harmonised BAT-based template 

Defined in the integrated permit 
based on BAT conclusions 

Self-monitoring 

Periodic stack measurements, 
wastewater sampling, and some 
continuous or semi-continuous 
monitoring 

Monitoring requirements 
(method, frequency, 
parameters) defined in the 
permit based on BAT 

Laboratory capacity 

Limited capacity for complex 
pollutants (e.g. heavy metals, dioxins, 
POPs, VOCs); reliance on spot 
measurements 

BAT-driven monitoring and 
verification framework 

CEMS 

Required only for some high-impact 
installations (e.g. LCPs, cement, 
metallurgy etc.); usually only for dust, 
NOₓ, SOₓ and CO 

CEMS required where BAT 
conclusions demand it, as part of 
permit conditions 

Use of monitoring 
results 

Not integrated into a national real-
time compliance system; mainly ex-
post and document-based 

Monitoring data used as a core 
compliance and enforcement 
tool; public access via portal 

Inspection planning 
Annual plan under 2019 risk-based 
system (high / medium / low risk) 

National inspection strategy + 
annual programme; two risk 
categories (high / low) based on 
the risk assessment 
methodology 2025 

Inspection frequency 
High: annually; Medium: every 2–3 
years; Low: every 3–5 years 

High-risk: at least annually; Low-
risk: at least once every 3 years 

Follow-up inspections 
Triggered by complaints, incidents, 
non-compliance 

Mandatory within 6 months if 
significant non-compliance is 
found 

Public disclosure 
Available on DES web site, but with 
limited updates 

Inspection results and 
monitoring data published 

Operating without 
authorisation 

GEL 7,000–10,000 (repeat up to GEL 
14,000) 

GEL 25,000–30,000 

Non-compliance with 
permit / decision 

GEL 5,000, with possible tripling and 
re-tripling 

GEL 10,000–15,000; up to 3× 
and 9× escalation 
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Aspect 
Existing system (until 1 September 

2026) 
Integrated permit system (from 

1 September 2026) 

Exceedance of air 
limits 

GEL 5,000 (≤5×) to GEL 45,000 (≥10×) 
Enforced through integrated 
permit breaches 

Suspension / 
revocation 

Through additional administrative 
acts 

Direct permit revocation 
possible: the revocation can be 
applied immediately when a 
violation poses a direct threat to 
human health or the 
environment, ensuring faster 
and more effective enforcement 

Risk-based 
methodology 

Order №2-616 (2019)16 – applies to 
EIA and licence holders 

Order №2-791 (2025) – applies 
only to integrated permit 
holders 

Transition rule — 
Until an integrated permit is 
obtained, the 2019 risk system 
applies 

 

2.4. Key takeaways 

 

 

Key takeaways  

• Georgia has a comparatively low industrial footprint and a highly 
favourable energy mix, with a coal-free power sector and a very high 
share of hydropower, which provides a strong baseline for BAT 
implementation and industrial decarbonisation. 

• Air pollution and health impacts remain significant due to persistently 
high population exposure levels and associated mortality rates that 
exceed EU averages, particularly for PM₂.₅, despite extensive monitoring 
infrastructure and alignment of ambient air quality standards with 
earlier EU directives. 

• The 2023 Law on Industrial Emissions establishes the legal mandate for 
integrated permitting and BAT application, with full implementation 
expected by 2031 and by-laws to be adopted from 2026 onward. 

• BAT requirements will apply to a broad range of industrial sectors, 
including energy, metals, chemicals, waste management, construction 
materials, food processing, and intensive livestock farming, covering 
around 150 installations nationwide. 

• Georgia’s regulatory framework is increasingly aligned with EU 
environmental and energy legislation, supported by national strategies 
on air quality, climate change, energy efficiency, and renewable energy. 

 

16Ministry of Environmental Protection and Agriculture of Georgia. (2019). Ministerial Order No. 2-616 on the 
Approval of the Methodology for Determining Priorities for Planned Inspections of Regulatory Objects, available 
at: https://matsne.gov.ge/ka/document/download/4585840/0/ge/pdf.  

https://matsne.gov.ge/ka/document/download/4585840/0/ge/pdf
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• Compliance and enforcement will be based on integrated environmental 
permits, risk-based inspections, mandatory monitoring and reporting, 
and a system of administrative sanctions for non-compliance as 
established by the Law of Georgia on Industrial Emissions (2023). 

• International cooperation and donor-funded programmes play a critical 
role in supporting BAT uptake, particularly through financing, technical 
assistance, capacity building, and public–private partnerships. 

• Key weaknesses include limited laboratory and monitoring capacity, the 
absence of fully developed pollution fee mechanisms, and relatively low 
exposure to EU market-driven instruments such as CBAM in the short 
term, when compared to the institutional, financial, and market 
conditions typically required to incentivise and sustain BAT 
implementation. 
Despite these challenges, Georgia has strong long-term opportunities to 
accelerate BAT implementation, driven by further EU market 
integration, its favourable energy mix, and expanding access to 
international climate and environmental finance. 

 
 

3. Economic instruments and financial resources for 

environmental protection 
 

 

A comprehensive environmental policy relies on three main types of policy instruments: command-

and-control instruments (permits, limit values, standards), “regulation by revelation” instruments 

(information disclosure, monitoring, impact assessments, awareness-raising) and economic 

instruments. Economic instruments complement regulatory approaches by creating financial 

incentives that support cleaner production, innovation and cost-effective environmental performance 

improvements. Implementation of BAT and adoption of cleaner, environmentally sound industrial 

practices rely on all three types of policy instruments, including taxes and fees, subsidies and financial 

support mechanisms, and tradable permit systems. 

This subchapter presents an overview of the widely used economic instruments, including a short 

description of the mechanism, international examples of implementation, as well as a brief assessment 

of applicability in the case of Georgia.  

Regulatory incentives

Legal requirement

Standards

Enforcement

Informational

incentives

Regulation by revelation

Economic instruments

environmental taxes, fees

tradable permits

sustainable finance 

etc. 
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3.1. Overview of the application of economic instruments in the 

environmental policy context 

Environmental resources, such as clean air, water, soil, and biodiversity, are all public goods that are 

not exchanged on markets, therefore not accounted for in the traditional economic analysis. 

Environmental degradation represents a classic case of negative externalities, where the costs of 

pollution and resource depletion are borne by society rather than by polluters. 

However, the principle of “polluter pays” is being recognised as a vital solution for the current 

environmental problems. One way of implementing the 'polluter pays' principle is the use of economic 

instruments, often referred to as market-based instruments. 

Economic instruments, such as taxes, charges, subsidies and tradable permits, help to realise 

simultaneously environmental, economic and social policy objectives by taking account of the hidden 

costs of production and consumption to people's health and the environment, in a cost-effective way. 

EI provide a stimulus to consumers and producers to change their behaviour towards more eco-

efficient use of natural resources. They encourage technological innovation, more efficient resource 

use and improved environmental performance. The economic and financial instruments or market-

based instruments for environmental protection can be classified and grouped in many different ways. 

The figure below presents an overview of economic instruments widely used in environmental policy 

and management.  

 

Figure 3. Classification of economic instruments used in environmental policy and management 

 
 

This chapter focuses on instruments most relevant for industrial permitting and BAT implementation: 

taxes, fees and charges, subsidies and support schemes, tradable permits, and sustainable finance 

instruments. 

Environmental taxes, fees, charges, PAYT schemes

Price-based 
Instruments

Tradable permits, deposit-refund systems

Rights- or Quantity-
based Instruments

Environmental subsidies, support schemes, and green 
public procurement

Support-based 
Instruments

Extended Producer Responsibility, voluntary agreements, 
eco-labelling, etc.

Market Friction 
Instruments

Sustainable finance, green bonds, EU taxonomy

Financial 
Instruments
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3.2. Environmental Taxes 

Environmental taxes aim to internalise the costs of environmental damage (externalities), either by 

setting a tax that fully reflects these costs or by applying a tax level sufficient to meet specific 

environmental goals. The first approach, which seeks full internalisation, is difficult due to the 

challenge of valuing environmental damage, so the more practical second approach is often used. 

Examples of full internalisation include landfill taxes and road charging.  

When setting environmental tax rates, factors such as consumers' and producers' financial capacity 

and availability of eco-friendly alternatives should be considered. Tax differentiation, where taxes on 

harmful goods (or emissions) are increased and those on environmentally friendly goods are reduced, 

can also promote sustainable behaviour. For instance, fuel taxes may be based on pollution-related 

characteristics like carbon or sulphur content. 

Evidence on the environmental effectiveness of taxes is broadly positive17; in general, they work when 

the tax is sufficiently high to stimulate measures to abate pollution levels, however environmental 

taxes are not always the preferred option for achieving effective solutions18. Environmental taxes are 

most effective when embedded in a broader regulatory framework with adequate monitoring and 

enforcement capacity. Additionally, experience shows that environmental taxes deliver the strongest 

outcomes when rates are meaningful, exemptions are limited, and revenues are transparently 

managed. Predictable tax trajectories and integration into existing excise systems further enhance 

effectiveness and administrative feasibility19,,20,21. 

Several practical examples highlight the factors that have been found important for the development 

of effective environmental tax22: 

• Use of a combination of market incentives can be more effective than taxes alone, i.e. in 

Denmark, both taxes and subsidies have been assessed to be a more effective form of policy 

intervention than other approaches in the energy sector, such as the Dutch mix of long-term 

voluntary agreements and subsidies.  

• Taxes in the areas of waste and resource use can be successful as demonstrated by the plastic 

bag tax in Ireland, the nutrient surplus charge in the Netherlands, the Danish waste disposal 

and batteries taxes, and the Norwegian pesticides tax. At the same time, several countries, 

including Austria, Norway and Finland, have abolished fertiliser taxes, suggesting difficulties 

with implementation (e.g. requirement for accurate measurement of nutrient inputs and 

 

17 Convention on Biological Diversity (CBD). (n.d.). EU – Several Market-Based Instruments for Environmental 
Policy, available at:  https://www.cbd.int/financial/doc/eu-several.pdf.  
18 Convention on Biological Diversity (CBD). (n.d.). EU – Several Market-Based Instruments for Environmental 
Policy, available at: https://www.cbd.int/financial/doc/eu-several.pdf.  
19 Organisation for Economic Co-operation and Development (OECD). (2007). Creating Market Incentives for 
Greener Products: Policy Manual, available at: 
http://www.oecd.org/environment/outreach/EN_Policy%20Manual_Creating%20Market%20Incentives%20for
%20Greener%20Products_16%20September.pdf.  
20 Organisation for Economic Co-operation and Development (OECD). (2007). Creating Market Incentives for 
Greener Products: Policy Manual, available at: 
http://www.oecd.org/environment/outreach/EN_Policy%20Manual_Creating%20Market%20Incentives%20for
%20Greener%20Products_16%20September.pdf.  
21European Commission. (n.d.). The Role of Market-Based Instruments in Environmental Policy, available at:  
https://ec.europa.eu/environment/enveco/taxation/pdf/role_marketbased.pdf.  
22 Convention on Biological Diversity (CBD). (n.d.). EU – Several Market-Based Instruments for Environmental 
Policy, available at: https://www.cbd.int/financial/doc/eu-several.pdf.  

https://www.cbd.int/financial/doc/eu-several.pdf
https://www.cbd.int/financial/doc/eu-several.pdf
http://www.oecd.org/environment/outreach/EN_Policy%20Manual_Creating%20Market%20Incentives%20for%20Greener%20Products_16%20September.pdf
http://www.oecd.org/environment/outreach/EN_Policy%20Manual_Creating%20Market%20Incentives%20for%20Greener%20Products_16%20September.pdf
http://www.oecd.org/environment/outreach/EN_Policy%20Manual_Creating%20Market%20Incentives%20for%20Greener%20Products_16%20September.pdf
http://www.oecd.org/environment/outreach/EN_Policy%20Manual_Creating%20Market%20Incentives%20for%20Greener%20Products_16%20September.pdf
https://ec.europa.eu/environment/enveco/taxation/pdf/role_marketbased.pdf
https://www.cbd.int/financial/doc/eu-several.pdf
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outputs) and perceived effectiveness. The Netherlands has also withdrawn its tax on landfilling 

of sewage sludge as it was deemed ineffective because support was minimal and enforcement 

difficult. 

• Sweden  – NOx charge: The Swedish environmental authorities imposed high charge burdens 

on the larger electricity generators with the main purpose of creating strong incentives to 

abate NOx emissions. To protect the firms under the scheme, the revenues were refunded, 

creating an incentive charge system that is unique in Europe.  

• Environmental taxes have the power to influence consumer behaviour, as in the example from 

Norway, where differentiation of the tax on pesticides according to environmental 

characteristics has impacted the perceived risks to health and the environment of the use of 

pesticides. Product-based environmental taxes, such as Bulgaria's packaging tax, demonstrate 

that well-designed levies can rapidly influence consumption patterns when enforcement is 

clear and rates are sufficiently high. 

Environmental tax reform 

Environmental tax reform (hereinafter – ETR) refers to a structural shift in taxation from labour, capital, 

or consumption towards environmentally harmful activities23.  

In the EU, several countries have already implemented one or several elements of the ETR, including 

Germany, the Netherlands and Sweden24. The main lessons learned are as follows:  

• ETR needs to be gradually phased in, giving the industry the time to adjust. In the German case, 

automatic escalators were built into the design of the energy taxes so that they increased by 

a given margin every year. In the Swedish case, the total reform programme is planned to be 

implemented over 10 years.  

• Gaining public support and increasing awareness is crucial. The German ETR has made 

extensive use of a public information campaign to generate public support for the shift in 

taxation from goods to environmental bads. 

• Most ETRs began with a focus on energy taxes, but have subsequently been extended to cover 

other sources of negative externalities, such as waste and pesticides. Broadening the tax base 

that links into fiscal reform can be a useful indicator of the policy intention and commitment 

to fiscal reform, even if the sums involved are not large.  

• Environmental taxation can also promote innovation, according to a broad range of studies25. 

By increasing tax on pollution and other environmentally-damaging activities, governments 

can use the extra funds to provide incentives for innovation, such as developing renewable 

energy.  

Key lessons indicate that ETR should be phased in gradually, supported by clear communication, and 

accompanied by transparent revenue use to maintain public and political acceptability.  

Relevance in the case of Georgia 
 

 

23 Convention on Biological Diversity (CBD). (n.d.). EU – Several Market-Based Instruments for Environmental 
Policy, available at: https://www.cbd.int/financial/doc/eu-several.pdf.  
24 Convention on Biological Diversity (CBD). (n.d.). EU – Several Market-Based Instruments for Environmental 
Policy, available at: https://www.cbd.int/financial/doc/eu-several.pdf.  
25 European Environment Agency (EEA). (n.d.). Environmental tax reform: Increasing individual incentives for 
greener choices,  available at: https://www.eea.europa.eu/highlights/environmental-tax-reform-increasing-
individual.  

https://www.cbd.int/financial/doc/eu-several.pdf
https://www.cbd.int/financial/doc/eu-several.pdf
https://www.eea.europa.eu/highlights/environmental-tax-reform-increasing-individual
https://www.eea.europa.eu/highlights/environmental-tax-reform-increasing-individual
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While environmental taxes and fees for emissions into air and water are among the most commonly 
used financial incentives in EU Member States, the introduction of such measures in Georgia is 
unlikely to be achievable in the short to medium term. Currently, Georgia does not have an 
environmental tax; the only similar mechanisms in place are the excise tax on fuel and taxes related 
to the import of hybrid or electric vehicles, which include certain environmental elements. However, 
the existing environmental mechanisms are limited to environmental fees and penalties for 
violations of environmental regulations. The introduction of a new tax is a complex process, 
potentially requiring a referendum, making the establishment of an environmental tax almost 
impossible in the near future. It could also prove to be a long and ineffective alternative for 
promoting environmental policy in this area. 

 

3.3. Environmental Fees and Charges 

Environmental fees and charges are payments linked to specific regulated services or resource uses, 

such as wastewater treatment, waste management or water abstraction. They can finance 

environmental services and abatement measures, such as waste treatment, noise pollution control, 

and water management.   

An example of application fees as an incentive for BAT implementation can be found in many countries. 

For example, Lithuania applies annual pollution fees for emissions from permitted stationary sources, 

with pollutant-specific tariffs (see also a detailed case study in Annex C). Since 2021, time-limited fee 

reductions have been available for verified emission reductions and low-impact fuel use, provided that 

improvements are measurable and not linked to reduced production levels. 

Relevance in the case of Georgia 
Georgia has an established system of payments/fees related to the use of natural resources (such 
as mineral extraction, water abstraction, and timber harvesting). However, revising this system or 
introducing new fees is likely to be time-consuming, unpopular and politically challenging. While 
such measures could be considered in the long term, they do not appear to be a viable option in the 
short to medium term. In practice, even relatively minor adjustments – such as introducing 
indexation for existing environmental fees – often take a decade or more. 
A useful illustration is the water abstraction fee, which remains outdated: environmental fees have 
not been indexed for inflation, economic or sectoral growth, or other relevant factors. 

 

3.4. Subsidies, Support Schemes, and Green Public Procurement 

Governments (and inter-governmental organisations) intervene in the economy with environmental 

protection measures, including subsidies, grants, tax exemptions, and other incentives aimed at 

reducing pollution and safeguarding natural resources. While subsidies have traditionally been used 

for economic or social reasons, they are increasingly applied to encourage environmentally friendly 

practices, such as renewable energy and nature conservation projects.  Subsidies can both support and 

undermine environmental objectives, making their design and evaluation critical. 

Within the EU, the areas where subsidies are used include26: 

• agriculture  – under the common agricultural policy (CAP);  

 

26 Convention on Biological Diversity (CBD). (n.d.). EU – Several Market-Based Instruments for Environmental 
Policy, 2026, available at: https://www.cbd.int/financial/doc/eu-several.pdf. 

https://www.cbd.int/financial/doc/eu-several.pdf
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• energy  – subsidies exist in a number of countries to support coal, nuclear and renewable 

energy;  

• fisheries  – to support the EU fishing sector, in the form of grants, for example, for vessel 

building and vessel decommissioning projects;  

• industry — support through wide-ranging exemptions from taxes and charges, and also by the 

status as limited liability companies and given the protection under bankruptcy law;  

• transport  – tax advantages for company cars and incentives for cleaner vehicles. 

Lessons learned from the application of environmental subsidies in the EU are: 

• Subsidies should be time-limited, targeted, and monitored to avoid market distortion and 

misuse; 

• The scale of pro-environmental subsidies should be carefully assessed to avoid undermining 

environmental objectives; 

• Public procurement should integrate environmental criteria to support sustainability goals; 

• Subsidies have supported the deployment of technologies such as wind and solar energy; 

• Subsidy reform should be based on careful impact analysis and consideration of alternative 

instruments. 

 

Environmental support schemes  

A wide range of environmentally motivated support schemes exists across Europe. Environmental 

funds include major international funds like the EU Cohesion Fund, which, among other areas, also 

supports modernisation of water, wastewater and waste treatment infrastructure in certain Member 

States, and the previous EU instrument for structural policies for pre-accession (later replaced by 

Instrument for Pre-Accession Assistance or IPA27), which was put in place to provide similar assistance 

to EU accession countries28.  

Environmental funds can also include national environmental funds that were widely established in 

the new EU Member States that joined in 2004 and after, typically operating as public financing 

institutions that provide grants and preferential loans for environmental infrastructure (e.g., 

wastewater treatment, water supply, waste management and pollution-abatement investments). 

Examples include the Poland National Fund for Environmental Protection and Water Management 

(NFOŚiGW)29, which finances environmental projects at the national level, the Estonian Environmental 

Investment Centre (KIK)30 as a central funder of environmental projects, and Slovenia’s Eco Fund31, a 

government-owned public fund providing soft loans and grants for environmental investments.  

Green public procurement 

 

27  EC (2026) Overview - Instrument for Pre-accession Assistance, available at: 
https://enlargement.ec.europa.eu/funding-technical-assistance/overview-instrument-pre-accession-
assistance_en  
28 Convention on Biological Diversity (CBD). (n.d.). EU – Several Market-Based Instruments for Environmental 
Policy, available at: https://www.cbd.int/financial/doc/eu-several.pdf.  
29  The system of financing environmental protection in Poland (2013), available at: 
https://www.gov.pl/attachment/3eb7997b-5965-47e7-8f62-1e6b5e22918f?utm_.  
30 Environmental Investment Centre (KIK), available at: https://edmo.seadatanet.org/report/6194.  
31 Eko Sklad, available at: https://www.ekosklad.si/.  

https://enlargement.ec.europa.eu/funding-technical-assistance/overview-instrument-pre-accession-assistance_en
https://enlargement.ec.europa.eu/funding-technical-assistance/overview-instrument-pre-accession-assistance_en
https://www.cbd.int/financial/doc/eu-several.pdf
https://www.gov.pl/attachment/3eb7997b-5965-47e7-8f62-1e6b5e22918f?utm_
https://edmo.seadatanet.org/report/6194
https://www.ekosklad.si/


25 
 

Green Public Procurement (GPP) refers to public authorities purchasing goods, services, and works 

with a lower environmental impact throughout their life cycle. Similarly, Sustainable Public 

Procurement (SPP) aims to balance economic, social, and environmental factors in procurement 

decisions. The EU, as a major consumer, spends approximately 1.8 trillion euros annually, using its 

purchasing power to promote sustainable production.  

Relevance in the case of Georgia 
 
The introduction of new support schemes such as low-interest loans, loan guarantees, and grants 
could provide essential financial assistance to enterprises aiming to implement BAT.  
There are already existing business support schemes in place, such as “Produce in Georgia” and the 
Development Fund. They could be expanded to include financing of sustainable development, such 
as the implementation of BAT. By offering financial incentives, the government can help reduce the 
financial burden on enterprises, making it more feasible for them to invest in cleaner technologies. 
Furthermore, these schemes can be designed to prioritise certain industries, for example, those with 
higher environmental impacts, ensuring targeted support. 
Public procurement is another area of focus, as the government may incentivise the industries with 
up-to-date BAT by public procurement as well. 
 

 

3.5. Tradable Permits 

Tradable permits are market-based instruments used to allocate emission (mainly greenhouse gases 

(GHG)) or resource exploitation rights32. They are increasingly used around the world to help achieve 

policy objectives in mitigating climate change, air pollution, water scarcity or over-harvesting of 

fisheries33.  

The effectiveness of a tradable permit system depends on factors like cost-effectiveness, reliable 

monitoring and reporting, compliance incentives, and broad coverage. Trustworthy monitoring is 

crucial, as errors can distort market operations and prevent defined environmental targets from being 

met. Effective compliance requires strong penalties, while adequate permit pricing is essential for the 

system’s success.  

One of the notable early examples of a permit trading system can be found in the US34. Between 1983 

and 1987, the US had a tradable permit system for lead in gasoline. The goal was to reduce the average 

lead content in gasoline to 0.1 gram/ gallon. The tradable permit system allowed for refineries to 

reallocate lead within the overall limits set by the US Environmental Protection Agency (EPA). In 

practice, the EPA assigned each refinery an annual maximum allowable lead content for gasoline, 

which declined each year as part of the phase-out. Refineries that produced gasoline with a lower lead 

content than required generated “lead credits,” which they could bank for future compliance periods 

 

32 Organisation for Economic Co-operation and Development (OECD). (n.d.). Policy Instruments in Environment 
(PINE) Database: Brochure, available at: http://www.oecd.org/environment/tools-
evaluation/PINE_database_brochure.pdf.  
33 Convention on Biological Diversity (CBD). (n.d.). EU – Several Market-Based Instruments for Environmental 
Policy, available at: https://www.cbd.int/financial/doc/eu-several.pdf.  
34 Organisation for Economic Co-operation and Development (OECD) (2023). Economic instruments to 
incentivise substitution of chemicals of concern – a review, available at:  
https://one.oecd.org/document/ENV/CBC/MONO(2023)4/en/pdf  
 

http://www.oecd.org/environment/tools-evaluation/PINE_database_brochure.pdf
http://www.oecd.org/environment/tools-evaluation/PINE_database_brochure.pdf
https://www.cbd.int/financial/doc/eu-several.pdf
https://one.oecd.org/document/ENV/CBC/MONO(2023)4/en/pdf
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or trade with other refineries. Refineries that exceeded their allowable limits were required to 

purchase credits or reduce production accordingly. This system created financial incentives for early 

reductions, enabled firms with lower abatement costs to innovate more quickly, and ensured that 

overall lead emissions stayed within the national cap. 

At the EU level, GHG emissions trading has become the instrument of highest importance on the 

political agenda with the adoption of the EU emission trading (EU ETS) directive for reducing CO2 

emissions, its transposition into national laws, and the establishment of national emissions allocation 

plans. The trading system started operation in January 2005.  It is the first major and currently the 

biggest ‘cap-and-trade’ system around the world. The EU ETS includes all EU Member States plus 

Iceland, Liechtenstein, and Norway and covers around 40 % of the EU’s GHG emissions. Lessons 

learned from the EU ETS include keeping systems simple, addressing market imbalances with reserves, 

targeting free allowances to industries most at risk of carbon leakage, updating benchmark values, and 

regularly adjusting emission cut targets. Additional market oversight is necessary to prevent abuse, 

and robust monitoring and technology development are critical for success. Knowledge sharing 

through organisations like the International Carbon Action Partnership (ICAP) helps improve ETS 

implementation globally. 

 

Relevance in the case of Georgia 
 
The concept of tradable permits, included in the Climate Law currently under development, could 
provide a strong incentive for operators to implement BAT. This system can be successfully used to 
reduce CO2 emissions as well as indirectly impact the emissions of other pollutants such as sulphur 
and nitrogen, through the implementation of modern, less polluting and efficient technologies and 
overall improvement in energy efficiency of the production processes. Therefore, tradable permits 
allow for flexibility in compliance, enabling operators to meet environmental targets in a cost-
effective manner while incentivising innovation. However, the development of the emission trading 
system is a very complex task, which requires significant investments in policy and system 
development. Potentially, in the future, Georgia could join an emission trading system of some other 
country or group of countries to reduce the costs and increase the competitiveness of the carbon 
market.  
 

 

3.6. Sustainable finance 

The Paris Agreement and the UN 2030 Agenda mark global commitments toward a more sustainable 

path for both the planet and the economy, with the EU focusing on a climate-neutral, resource-

efficient, and circular economy 35 . Achieving this requires regulation, innovation, and behaviour 

change, but finance has emerged as a key driver, giving rise to sustainable finance as a catalyst for the 

transition. 

Sustainable finance characterises the process of duly considering environmental, social and 

governance factors when making investment decisions in the financial sector. Sustainable finance, 

therefore, encourages investing in sustainable economic activities and projects. At the EU level, 

 

35  European Commission (2026) Sustainable finance, available at: https://finance.ec.europa.eu/sustainable-
finance/overview-sustainable-finance_en.  

https://finance.ec.europa.eu/sustainable-finance/overview-sustainable-finance_en
https://finance.ec.europa.eu/sustainable-finance/overview-sustainable-finance_en
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sustainable finance is aimed at contributing to the objectives of the European Green Deal by directing 

the private investment flow into the transition to a climate-neutral, climate-resilient, resource-efficient 

and just economy.  

Due to the continuously evolving sustainable finance landscape, only early remarks are possible at this 

stage. The most notable ones are summarised below: 

• Close coordination between policymakers at different levels of decision-making, industry and 

citizens is necessary in order to finance sustainable growth.  

• The EU taxonomy is unique in at least three ways. First, it interlinks six environmental 

objectives based on the “Do No Significant Harm” principle. Second, it makes room for 

transition and enabling activities, with thresholds declining over time. Third, it includes some 

manufacturing sectors such as cement, steel, aluminium and hydrogen, that are hard to abate.   

• While taxonomies may be designed initially to serve domestic or regional environmental 

objectives, they will be used by global corporate and financial actors, with activities and 

investment across various jurisdictions.    

• The challenge of the global dimension of sustainable finance: although the EU politically is a 

global leader in the transition towards a net-zero greenhouse gas emissions economy, the EU 

is responsible for (only) around 9,1% of global greenhouse gas emissions. Therefore, the EU is 

seeking strong international cooperation with other countries and jurisdictions sharing the 

EU’s approach to mitigate climate change and environmental degradation.  

• Turning sustainable finance into practice requires close cooperation among the European, 

national, regional and local levels of decision-making. At the end of the day, the decision 

whether to invest in sustainability matters is made by individuals.  

• The social dimension of the growth of sustainable finance means that sectors and industries, 

as well as regions that rely upon unsustainable economic activities, are subject to undergo 

significant change for the sake of a more sustainable development. Therefore, all necessary 

policies and resources must be used to mitigate problems in the social sphere. 

3.6.1. EU taxonomy 

To meet the climate goals of the European Green Deal, investments must be directed toward 

sustainable projects, which requires a clear definition of what “sustainable” means. The EU Taxonomy, 

established by the 2020 Taxonomy Regulation36, provides this framework as the world’s first “green 

list,” setting common criteria for environmentally sustainable economic activities to guide investors 

and businesses. 

The environmental objectives to be reached, as referred to in Article 3, are established in Article 9 of 

the Taxonomy Regulation. The environmental objectives are: 

• climate change mitigation; 

• climate change adaptation; 

• the sustainable use and protection of water and marine resources; 

• the transition to a circular economy; 

• pollution prevention and control; 

• the protection and restoration of biodiversity and ecosystems. 

 

36 Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June 2020 on the establishment 
of a framework to facilitate sustainable investment, and amending Regulation (EU) 2019/2088, available at: 
https://eur-lex.europa.eu/eli/reg/2020/852/oj/eng.  

https://eur-lex.europa.eu/eli/reg/2020/852/oj/eng
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Under the Taxonomy Regulation, the European Commission adopts delegated acts to define technical 

screening criteria and create the EU’s “green list” of environmentally sustainable activities. This system 

clarifies what is sustainable, prevents greenwashing, fosters transparency, and guides Member States, 

financial market participants, and large companies in disclosing how their activities align with 

environmental objectives. 

3.6.2. Sustainability-related disclosure 

Sustainability-related disclosure refers to the requirement for companies and financial institutions to 

report on their environmental, social, and governance (ESG) practices and risks, enabling investors, 

stakeholders, and regulators to assess the sustainability impact of their operations, make informed 

decisions, and ensure alignment with global climate and social goals. 

The European Union has significantly strengthened its sustainability disclosure framework to enhance 

transparency and combat greenwashing. The EU Directive 2022/2464 Corporate Sustainability 

Reporting Directive (Directive (EU) 2022/2464), adopted on November 28, 2022, mandates that 

companies disclose detailed information on ESG factors, including their impacts and how these factors 

affect their operations.  

In response to concerns about greenwashing37, the EU has introduced the Green Claims Directive 

(Directive 2023/2001), adopted on December 13, 2023, which sets rules for substantiating and 

communicating environmental claims. This directive aims to ensure that companies' environmental 

claims are accurate, verifiable, and not misleading. 

In what is seen by many as a step back for the sustainability agenda, the Omnibus I Package (Regulation 

(EU) 2025/109), adopted on April 15, 2025, proposes amendments to simplify ESG reporting and due 

diligence requirements.  

Nevertheless, these legislative developments aim to standardise ESG reporting. These initiatives 

enhance comparability and prevent greenwashing, thereby fostering a more transparent and 

accountable business environment in the EU. Overall, EU sustainability disclosure legislation seeks to 

balance transparency, administrative burden, and protection against greenwashing. 

3.6.3. Sustainability benchmarks 

Sustainability benchmarks are financial indices that track the performance of investments based on 

ESG criteria, primarily used by investors, asset managers, and financial institutions to guide investment 

decisions. 

Since the adoption of Regulation (EU) 2019/2089 on November 27, 2019, which introduced the EU 

Climate Transition Benchmark (EU CTB) and the EU Paris-aligned Benchmark (EU PAB) as voluntary 

climate-related benchmark categories, several significant developments have occurred in the EU's 

regulatory landscape to enhance transparency. 

In December 2020, the European Commission adopted Delegated Regulation (EU) 2020/1818, which 

established minimum standards for the EU CTB and EU PAB, including minimum reductions in carbon 

intensity and a mandatory annual decarbonisation trajectory.   

 

37 Greenwashing is the process of conveying a false impression or providing misleading information about how a 
company's products are more environmentally sound. Greenwashing is considered an unsubstantiated claim to 
deceive consumers into believing that a company's products are environmentally friendly. 
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These regulatory measures collectively aim to enhance the comparability and transparency of climate-

related benchmarks, thereby supporting the EU's transition to a low-carbon economy. 

3.6.4. Green bonds 

Green bonds are debt securities issued to finance projects with positive environmental impacts, such 

as renewable energy, energy efficiency, and sustainable infrastructure. 

For example, the EU has significantly advanced its green bond framework to enhance market integrity 

and strengthen the alignment of green financing with EU-defined sustainability criteria. On October 

25, 2023, the European Council adopted Regulation (EU) 2023/2631, establishing the European Green 

Bond Standard (EuGBS), a voluntary standard for green bonds. This regulation aims to set a high-quality 

benchmark for green bonds, ensuring that proceeds are allocated to projects aligned with the EU 

Taxonomy for sustainable activities.  

 

3.6.5. Role of international financial institutions 

International financial institutions make the adoption of BAT a standard part of bankable project design 

by combining policy standards with affordable capital and technical assistance. The European 

Investment Bank (EIB) requires every financed project to comply with its Environmental and Social 

Standards, which translate resource efficiency, pollution prevention and continuous improvement into 

concrete due-diligence and monitoring requirements across direct and intermediated finance. When 

projects in manufacturing, water, waste, or energy efficiency seek EIB support, these standards 

effectively make BAT-level performance the design baseline and the benchmark during 

implementation38. 

The European Bank for Reconstruction and Development (EBRD) applies a comparable approach 

through its 2024 Environmental and Social Policy. In practice, EBRD appraisals and Environmental and 

Social Action Plans require prevention and control of pollution, efficient use of energy, water and raw 

materials, and alignment with good international practice, which steers clients toward BAT-consistent 

techniques. This policy framework is paired with dedicated green finance instruments—most notably 

Green Economy Financing Facilities delivered via local partner banks—that on-lend to firms for high-

performing equipment and process upgrades with advisory support to identify eligible technologies39. 

In Georgia, the Green Economy Financial Facility (GEFF) provides local-currency access, vendor “green 

lists,” and verification services that reduce risk and transaction costs for cleaner production 

investments40. 

The World Bank Group embeds “good international industry practice” through the Environmental, 

Health, and Safety (EHS) Guidelines, which are used across investment and policy operations and 

function much like performance levels associated with BAT. These guidelines inform project design, 

operational controls, and monitoring in sector-specific contexts ranging from cement and chemicals to 

 

38 European Investment Bank Environmental and Social Standards, available at: 
https://www.eib.org/en/publications/eib-environmental-and-social-standards.  
39 European Bank for Reconstruction and Developmen The Environmental and Social Policy (ESP), available at: 
https://www.ebrd.com/home/news-and-events/publications/institutional-documents/environmental-and-
social-policy-2024.html.  
40 Green Economy Financing Facility, available at: https://ebrdgeff.com/georgia_facilities/.  

https://www.eib.org/en/publications/eib-environmental-and-social-standards
https://www.ebrd.com/home/news-and-events/publications/institutional-documents/environmental-and-social-policy-2024.html
https://www.ebrd.com/home/news-and-events/publications/institutional-documents/environmental-and-social-policy-2024.html
https://ebrdgeff.com/georgia_facilities/
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power. 41  In Georgia, recent World Bank operations have supported a broader package of green 

transition reforms, signalling future demand for BAT-aligned investments by improving policy 

certainty, strengthening sector frameworks and mobilising complementary financing42. 

European Union funding programmes reinforce these standards-plus-finance incentives. The InvestEU 

programme uses an EU budget guarantee, implemented by partners such as the EIB and the EBRD, to 

crowd in private capital for projects that include industrial decarbonisation, circular economy 

infrastructure and energy-efficiency upgrades—areas where BAT implementation is central to 

eligibility and due-diligence. The programme builds on the prior Investment Plan for Europe and 

targets hundreds of billions of euros of additional investment through 2027, which can be blended 

with international financial institution (IFI) loans at the project level43. 

Where projects require first-of-a-kind process changes—such as fuel switching, electrification of heat, 

carbon capture or advanced waste-heat recovery—the EU Innovation Fund offers grant support 

financed from Emissions Trading System revenues. These grants can be combined with IFI debt so that 

firms can meet EHS- or BAT-type performance levels while managing technology and scale-up risk. 

Together with InvestEU, this creates a pipeline in which policy standards define “what good looks like,” 

grant funding reduces technology risk, and IFI lending finances the remaining capital at scale44. 

Relevance in the case of Georgia 
 
There are three key directions for promoting sustainable investment.  First, international banks, 
such as the EIB and World Bank, are increasingly focusing on investments that align with 
sustainability taxonomies. Second, there is potential for the state to issue green bonds, providing a 
secure funding source for environmentally focused projects. Third, local banks can offer green 
investment options tailored to the needs of businesses and individuals. Governments should 
collaborate with financial institutions to ensure that green investments are adequately supported 
and incentivised, facilitating easier access to capital for enterprises transitioning to more sustainable 
practices. 
For Georgia, this architecture works as a practical incentive chain. Enterprises can access GEFF-
supported local bank lending for modern motors, boilers, process controls and pollution abatement 
systems that meet recognised performance thresholds, while larger utilities and industrial 
promoters can pursue EIB or EBRD loans structured around compliance with environmental and 
social standards. 

 

3.7. Voluntary and Other Approaches 

There are other types of environmental economic tools that were not discussed in the previous 

chapters, but have gained certain attention and popularity in recent years: 

 

41 European Commission. (n.d.). Several Market-Based Instruments for Environmental Policy. Retrieved January 
7, 2026, available at: https://ec.europa.eu/environment/enveco/biodiversity/pdf/mbi.pdf.  
42  International Finance Corporation, Environmental, Health, and Safety Guidelines, available at: 
https://www.ifc.org/en/insights-reports/general-environmental-health-and-safety-guidelines.  
43 European Commission. (n.d.). InvestEU programme, available at: 
 https://commission.europa.eu/funding-tenders/find-funding/eu-funding-programmes/investeu_en.  
44 European Commission. (n.d.). Innovation Fund, available at:  
 https://climate.ec.europa.eu/eu-action/eu-funding-climate-action/innovation-fund_en.  

https://ec.europa.eu/environment/enveco/biodiversity/pdf/mbi.pdf
https://www.ifc.org/en/insights-reports/general-environmental-health-and-safety-guidelines
https://commission.europa.eu/funding-tenders/find-funding/eu-funding-programmes/investeu_en
https://climate.ec.europa.eu/eu-action/eu-funding-climate-action/innovation-fund_en
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• Voluntary environmental agreements: Voluntary environmental agreements are 

commitments by industries to go beyond legal requirements, aiming to improve 

environmental performance through consensus-building and stakeholder engagement. While 

they can complement traditional regulation, their effectiveness depends on clear targets, 

transparent processes, monitoring, compliance mechanisms, and integration with other policy 

tools, though legislation should remain the primary source of regulation.  

• Environmental standards and eco-labelling: Environmental and product standards, including 

eco-labels, set specifications that reduce environmental impacts and encourage sustainable 

technologies. In the EU, such standards complement regulation and taxes, support consumer 

protection, and create unified rules across Member States, with potential global influence 

when adopted internationally. Ecolabels can target a single issue or cover the full lifecycle of a 

product, and in the EU the main scheme is the EU Ecolabel45, which applies to a growing range 

of products and services, requires scientific compliance checks, and is managed by national 

authorities. 

• Environmental Management Systems: Environmental management standards, such as 

Environmental Management Systems (EMS), help organisations reduce impacts, comply with 

regulations, and improve efficiency, with ISO 14001 being the most widely used framework. 

The EU’s Eco-Management and Audit Scheme (EMAS) system goes beyond ISO 14001 by 

offering a robust tool for evaluating and improving performance, including a simplified “EMAS 

Easy” version for SMEs, and is integrated into some national legislation, such as Latvia’s 

Integrated Pollution Prevention and Control (IPPC) law, providing regulatory incentives for 

registered organisations. 

 

 

3.8. Effectiveness of economic incentives 

When developing market-based instruments and other policy tools, some potential issues must be 

considered. 

 

45United States Environmental Protection Agency. (n.d.). Introduction to ecolabels and standards for greener 
products, available at: https://www.epa.gov/greenerproducts/introduction-ecolabels-and-standards-greener-
products.  

Relevance in the case of Georgia 

There are already examples of such support mechanisms in Georgia. Under a Statement of 

Undertaking (SoU) signed between MEPA and NACAG, and with financial resources and technical 

support from GIZ, JSC Rustavi Azot procured emissions monitoring equipment for its nitric acid plant. 

This support also covered the design, installation, and commissioning of NOx reduction technology 

(Non-Selective Catalytic Reduction (NSCR). 

Support measures aimed at promoting environmental standards for eco-labelling could be an 

interesting tool to incentivise businesses in the future. However, businesses report that customer 

demand is currently limited, and neither competition nor marketing strategies are focused on high 

environmental performance. 

With regard to EMS, such as ISO 14001, support for implementation could also serve as an effective 

incentive. Some Georgian companies (e.g., EFES Georgia) have already implemented ISO 14001.  

https://www.epa.gov/greenerproducts/introduction-ecolabels-and-standards-greener-products
https://www.epa.gov/greenerproducts/introduction-ecolabels-and-standards-greener-products
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 Political barriers  

Implementation of economic instruments and financial resources for environmental protection might 

face certain political barriers, which need to be addressed in order for the policies to be successful.  

Market-based instruments (MBI) are often perceived as having negative impacts on competitiveness. 

However, there is no evidence that existing economic instruments have a major adverse effect on 

competitiveness at the macro and sector level, mostly due to the use of relatively low rates of taxes 

and charges as well as different in-build exemptions. At the same time, there can be positive impacts 

on individual companies as some companies will be more able or willing than others to respond to the 

signals from taxes, charges and subsidies, or opportunities of the emissions trading scheme. The 

second major concern relates to the unfair burden placed on households, which has significantly 

influenced the design of pricing schemes for energy, water, wastewater treatment, and waste 

collection services—particularly in less economically developed countries. Finally, there is a number of 

traditional structures, rules, institutional structures, existing regulations and financial instruments that 

prevent wider uptake of MBI.  

There is often a perceived conflict between maintaining revenue streams and changing behaviour. Tax 

authorities may fear that reforms will reduce overall tax revenue in the short term, or believe that 

taxes must be set very high to be effective. These political barriers can be addressed through the 

following measures: 

• Gradual removal of environmentally harmful subsidies and regulations that contribute to 

ecological damage. 

• Recycling saved revenues to fund incentives for eco-efficiency and innovation. 

• Improved design of instruments and mitigation measures to address equity concerns. 

• Progressive implementation, supported by activities that build trust and confidence over 

time. 

• Integration of MBI for environmental, economic, and social policies, ensuring that revenues 

can support broader tax reforms and deliver win–win outcomes. 

Effectiveness 

Effective implementation of economic instruments and financial resources for environmental 

protection can be achieved through careful consideration of the following issues:  

• MBI work better if they are well-designed  and are part of a wider package of instruments; 

• the reasons for having them and how revenues will be used are clearly communicated; 

• the levels at which 'prices' are set reflect both an incentive to producers and consumers to 

change behaviour and a realistic analysis of affordability; 

• taxes are most commonly applied on motor fuels, other energy products, and on motor 

vehicles. Together, these account for well over 90% of all revenue from environmentally 

related taxes in Organisation for Economic Co-operation and Development (OECD) countries; 

• much greater impact is likely to be achieved if a small number of products are targeted by 

carefully designed instruments than if product-based instruments are applied to a large 

number of products. 

MBIs are not always the most suitable policy tools. In certain cases, alternative approaches may be 

more effective: 
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• Command-and-control measures: setting emission limit values and environmental quality 

standards remains a cornerstone of environmental legislation. These measures ensure 

compliance and guarantee minimum performance levels. 

• Regulatory bans: in some instances, prohibiting specific activities or products (e.g., placing 

harmful products on the market) is the only way to fully safeguard environmental integrity. 

• Labelling schemes: providing clear and accurate information through environmental labelling 

enables consumers to make informed choices and encourages responsible behaviour. 

• Voluntary initiatives: Environmental management systems and voluntary agreements can 

complement regulatory measures by fostering capacity building and promoting shared 

responsibility among stakeholders. 

4. Economic instruments in the EU  
 

Regional Environmental Snapshot: European Union 
 

• Nearly 30% of electricity in the EU is still generated using fossil fuels, with coal alone 
accounting for over 11% of electricity generation.  

• There are approximately 60,000 installations covered by Directive 2024/1785 across the 
region. 

• The Directive 2024/1785 directly controls emissions to air, water, and waste generation, 
while in the context of Directive 2024/1785, GHG emissions are addressed through energy 
efficiency measures. 

• Between 2000 and 2022, emissions of key air pollutants fell by 31–85% and CO₂ by 24%, 
partly due to BAT implementation. 

• Over 30,000 industrial and urban wastewater facilities in Europe discharge more than 
40,000 million m³ of wastewater annually, with 90% of the EU population connected to 
sewerage systems.  

• Industrial wastewater has decreased over the decades through improved regulation, 
treatment, and BAT implementation.  

• In 2022, 61% of EU waste was recovered (40% recycled), with construction being the largest 
source.  

• National environmental protection expenditure in the EU averaged 2.2% of GDP in 2021, 
with corporations contributing 50%, government 35%, and households 15%.  

• In 2023, the largest share of environmental investments went to wastewater treatment 
(41.6%), followed by waste (26.6%) and air protection (10.4%). 

 

4.1. Regulatory framework in EU 

The principal EU legal instrument governing industrial pollution control is Directive (EU) 2024/1785 on 

industrial emissions (IED 2.0), which recasts and amends Directive 2010/75/EU (IED). It is accompanied 

by Commission implementing decisions establishing BAT conclusions in particular sectors (22 BAT 

conclusions) and supporting BAT reference documents (BREF).  

BAT conclusions are the legally binding parts of the BREF. They describe the BAT for a sector, including 

BAT associated emission levels (BAT AELs), energy efficiency levels, monitoring requirements, and 

other conditions that must be reflected in integrated environmental permits. BREF are detailed 

technical documents that describe the BAT for specific industrial sectors or crosscutting topics.  They 
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provide the technical basis for BAT conclusions and include information on techniques, associated 

emission levels, energy efficiency benchmarks, monitoring requirements, and other environmental 

performance parameters used in integrated permitting. 

The Directive (EU) 2024/17852 requires to be transposed into the national law of Member States, while 

BAT conclusions are published as Commission Implementing Decisions, which are directly applicable 

and do not need to be transposed.  

The definition of institutional arrangement for the implementation of Directive 2024/1785 lies within 

the responsibilities of individual Member States, with the ministry responsible for environmental 

protection playing a key role. At the EU level, EU-BRITE – the European Bureau for Research on 

Industrial Transformation and Emissions (former IPPC Bureau) – supports exchange of information on 

BAT and develops BAT Reference Documents (BREFs). 

4.2. Economic and related instruments in the EU 

In relation to the support of the implementation of Directive 2024/1785, the following categories of 

economic instruments are mostly applied:  

Price-based instruments: Fines, fees, taxes and tax subsidies (national levels) 

The OECD PINE (Policy Instruments in Environment) database is the most comprehensive source of 

information on environmental policy tools. It records 784 measures related to air pollution—mostly 

taxes, fees, and fines on fuels and mobile sources, with 32 instruments targeting stationary sources in 

16 EU Member States. For water pollution, there are 217 instruments applied in 22 Member States, 

and for solid waste management, 393 instruments are recorded, with 160 applied across nearly all 

Member States except Cyprus and Luxembourg. 

Rights- or Quantity-based instruments – emission trading system (EU level) 

The EU Emissions Trading System (EU ETS) requires polluters to pay for their GHG emissions and covers 

emissions from the electricity and heat generation, industrial manufacturing, aviation and maritime 

transport sectors. It operates in all Member States as well as Iceland, Liechtenstein and Norway. The 

new ETS2 system also covers road transport and buildings.  

Financial instruments – incentives (both EU and national levels, rules on state aid at the EU level) 

The OECD PINE database includes 170 entries for air pollution, mainly transport-sector grants, with 18 

national programs addressing stationary sources in 14 Member States. It also lists 110 water-pollution 

grants across 7 Member States and 120 solid waste management grants applied in 14 Member States 

through 34 national programs. 

The EU’s financial support for the environment is spread across various EU funding programmes, such 

as the European Regional Development Fund (ERDF), which addresses regional imbalances, the 

Cohesion Fund (CF), promoting sustainable development, and the LIFE Programme, aiming to foster 

environmental innovation and restore the environment. The Just Transition Fund supports regions 

transitioning to climate neutrality, while the Innovation Fund backs innovative net-zero technologies. 

The Modernisation Fund helps modernise energy systems in lower-income Member States. State aid 

is generally prohibited in the EU, except for investments that reduce pollution (other than GHG). 

Green Public Procurement seeks to reduce the environmental impacts of public goods, services, and 

works.  
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Sustainable finance 

The EU has significantly extended its efforts towards the promotion of sustainable finance in recent 

years. In addition to the sustainability-related disclosure, sustainable benchmarking, green bond and 

EU Taxonomy described above (see Chapter 2.5 for more details), the EU has recently introduced the 

Carbon Border Adjustment Mechanism (CBAM).  

CBAM was established to address the risk of carbon leakage, where companies relocate production to 

countries with less stringent climate policies, undermining the EU's climate objectives. CBAM ensures 

that imports of carbon-intensive goods, such as cement, iron and steel, aluminium, fertilizers, and 

electricity, are subject to a carbon price equivalent to that of the EU Emissions Trading System (EU 

ETS). This mechanism aims to level the playing field between EU producers and foreign competitors, 

encouraging cleaner industrial production globally. 

CBAM is being implemented in two phases: 

1. Transitional Phase (2023–2025): 

Starting on 1 October 2023, importers are required to report the embedded carbon emissions of 

covered goods without financial obligations. This phase serves as a pilot period to collect data and 

refine the methodology for calculating embedded emissions. 

2. Definitive Regime (from 2026): 

Beginning 1 January 2026, importers will be obligated to purchase CBAM certificates corresponding to 

the carbon emissions embedded in their imports. The prices of these certificates will be linked to the 

EU ETS carbon price. Importers can deduct any carbon price already paid in the country of origin from 

their CBAM liabilities. This phase aims to fully integrate CBAM into the EU's climate policy framework. 

CBAM is designed to be compatible with World Trade Organisation (WTO) rules and is aligned with the 

EU's broader climate strategies, including the phase-out of free allowances under the EU ETS. It is 

expected to play a crucial role in achieving the EU's climate neutrality objectives by 2050. 

The Omnibus I Package (Regulation (EU) 2025/109), adopted on 15 April 2025, introduced several 

amendments to simplify and strengthen CBAM. A key change is the introduction of a mass-based de 

minimis threshold, exempting importers of less than 50 tonnes of CBAM-covered goods per year from 

compliance obligations. This adjustment aims to reduce administrative burdens for small and medium-

sized enterprises (SMEs) while maintaining the mechanism's effectiveness in covering approximately 

99% of embedded emissions. Other amendments include extended deadlines for CBAM declarations 

and certificate surrender, simplified verification processes, and enhanced anti-circumvention 

measures. These reforms are designed to simplify CBAM implementation and ensure its alignment 

with the EU's climate goals. 

4.3. Information instruments (both EU and national levels) 

The European Bureau for Research on Industrial Transformation and Emissions (EU-BRITE) provides 

comprehensive information on BAT through BREFs, covering around 75,000 agro-industrial 

installations across the EU. Each BREF includes BAT conclusions, techniques, and emission levels, which 

are used to set emission limits and issue operating permits. The European Industrial Emissions Portal 

tracks over 60,000 industrial sites, offering data on emissions, regulated substances, and waste 

transfers. It also provides detailed data on energy input and emissions from large combustion plants. 

The EU Registry on Industrial Sites supports annual reporting to the European Environment Agency, 
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covering data on sites defined under the European Pollutant Release and Transfer Register (E-PRTR) 

and IED. Public awareness is raised through the Development Education and Awareness Raising (DEAR) 

programme, campaigns on issues like single-use plastics, and sustainability integration into education, 

aiming to engage citizens, businesses, and educators in environmental action. 

 

 

Key takeaways  

• The Directive (EU) 2024/1785) forms the core regulatory instrument for 
controlling industrial emissions to air, water and land, supported by 
legally binding BAT conclusions and a comprehensive set of sectoral and 
horizontal BREF documents. 

• BAT implementation has played a decisive role in reducing 
environmental pressures: since 2000, emissions of key air pollutants 
have declined by 31–85% and CO₂ emissions by around 24% across the 
EU. 

• Industrial pollution control in the EU is underpinned by a mature 
institutional system, with Member States responsible for 
implementation and EU-level bodies supporting BAT development, 
information exchange, and transparency. 

• A wide mix of economic instruments supports BAT uptake, including 
pollution-related taxes and fees, fines, emissions trading under the EU 
ETS (and ETS2), and extensive grant and incentive programmes at both 
EU and national levels. 

• Environmental investment in the EU is substantial, averaging 2.2% of 
GDP, with wastewater treatment, waste management and air 
protection receiving the largest shares of funding. 

• EU environmental policy is increasingly reinforced by sustainable 
finance instruments, notably CBAM, which extends carbon pricing to 
imports of carbon-intensive goods and strengthens incentives for 
cleaner industrial production beyond the EU. 

• CBAM is being phased in gradually, with a reporting-only transitional 
period followed by a fully operational regime from 2026, and recent 
reforms have reduced administrative burdens while maintaining 
environmental integrity. 

• Information instruments are a key pillar of the EU framework, with 
publicly accessible databases and portals providing detailed data on 
industrial emissions, BAT application, and environmental performance, 
thereby enhancing transparency, compliance, and public engagement. 

5. EU Case Studies  
Annex C presents detailed case studies of the application of MBIs to support BAT implementation in 

the EU Member States, specifically in the Czech Republic and Lithuania. The main takeaways from 

these case studies are presented below (see Annex C for more details).  

In the case of the Czech Republic, air and water pollution fees and waste landfill fees are the main 

incentive to implement BAT with parameters better than the minimum required by the law. This is 

particularly evident in the case of air pollution fees, which decrease linearly and, if the actual pollution 

emitted drops to 50% or less of the emission limit, fees drop to zero. The revenue from fees pollution 
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plays, besides its incentive effect, a non-negligible role in financing, especially in the case of 

investments. 

Financial instruments (including a number of EU financial instruments), implemented mainly by the 

State Environmental Fund, are primarily focused on reducing GHG emissions through fuel switching 

and increasing energy efficiency. However, a desirable by-product is also the reduction of air pollutant 

emissions from installations regulated by the IED.  

In the case of Lithuania, the main tools applied as incentives to support the implementation of BAT are 

fees for pollution (from stationary sources, landfilling of waste), as well as grants (mainly provided via 

EU funding schemes) and preferential loans and guarantees. Most financial support schemes are 

targeting GHG emissions, other environmental benefits are seen as a positive additional impact. The 

main regulatory authority for the implementation of IED in Lithuania is the Ministry of Environment 

(MoE) and the Environmental Protection Agency, which is responsible for issuing the IPPC permits. The 

MoE has a mandate from the Government to administer the National Climate Change Programme, 

which promotes BAT implementation. Its executive agency is responsible for publishing calls, 

evaluating submitted applications, monitoring project implementation and executing payments. 

6. Existing financial and fiscal instruments in Georgia 
 

6.1.1. Duties, taxes and fees 

Georgia’s system of environmental fees, charges, taxes and economic incentives is built around a 

combination of resource-use payments, fuel- and transport-related fiscal instruments, municipal 

service charges and targeted regulatory incentives. Rather than relying on broad pollution taxes, the 

framework emphasises the principles of paid use of natural resources, polluter responsibility in waste 

management, and behavioural change through market incentives, particularly in the transport sector. 

A central element of the system is the fee for the use of natural resources46, which applies to the 

extraction or use of state-owned subsoil resources, forest resources, surface and underground water 

and wildlife. These fees are charged on a quantitative basis (per tonne, cubic metre or individual unit), 

with differentiated rates depending on the type of resource, species or basin and, in some cases, 

reduced coefficients for specific uses such as hydropower generation or irrigation. In practice, these 

payments function as resource rent charges, encouraging rational resource use while compensating 

the state for the depletion of public natural assets. 

Waste-related charging in Georgia is decentralised. There is no single nationwide waste tax; instead, 

municipalities are empowered to introduce local fees for cleaning and municipal waste management 

services. These fees typically cover waste collection, transport and related urban cleaning activities 

and are set through municipal ordinances, resulting in variation across the country. The Waste 

Management Code establishes the regulatory framework for waste management and embeds the 

polluter-pays principle, but it does not prescribe a national landfill tax. Disposal costs are therefore 

generally reflected in service tariffs or contractual arrangements rather than in a dedicated state 

environmental charge. 

 

46 Law of Georgia on Fees for the Use of Natural Resources. (n.d.), available at: 
https://www.matsne.gov.ge/ka/document/view/28948?publication=34.  

https://www.matsne.gov.ge/ka/document/view/28948?publication=34
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In addition, Georgia applies taxes with clear environmental relevance through its excise tax system47, 

particularly on fuels and oil-related products. Excise duties are levied on petroleum products, used oils 

(including bilge water and tank washings) and biodiesel. Although primarily fiscal in nature, these taxes 

contribute to internalising the environmental costs of fuel consumption, promoting fuel efficiency and 

supporting safer management of hazardous oil waste streams. 

The Waste Management Code also establishes the legal basis for Extended Producer Responsibility48. 

Producers and importers of specific products and materials—such as packaging, oils, tyres, vehicles, 

batteries, accumulators and electrical and electronic equipment—are required to ensure the 

collection, recovery, recycling and environmentally safe disposal of waste arising from their products. 

These obligations may be fulfilled individually or collectively through producer associations. While the 

Code enables the introduction of product-related charges or economic instruments, it does not itself 

set specific fees for plastics or other product groups, leaving further implementation to secondary 

legislation. 

Wastewater is regulated separately from waste. It is explicitly excluded from the scope of the Waste 

Management Code, and Georgia does not apply a standalone national wastewater pollution charge 

under this framework. Instead, environmental charging in this area focuses on fees for the use of water 

resources, which are applied to surface and underground water abstraction on a volumetric basis and 

differentiated by river basin and type of use. These charges address resource use rather than pollutant 

loads in discharges. 

Administrative fees also form part of the environmental policy mix49. Fixed fees apply to environment-

related permits, including environmental impact permits and permits for the import, export or transit 

of waste and ozone-depleting substances. These charges are designed to cover administrative and 

regulatory costs and do not function as environmental taxes. 

A distinct and increasingly important component of Georgia’s environmental economic instruments 

relates to transport and mobile sources. All existing incentives in this category focus on fuels and 

vehicles. Import duty exemptions are granted for electric vehicles, while import duties for relatively 

new hybrid vehicles (0–6 years old) are reduced by 60 per cent to encourage the uptake of zero- and 

low-emission technologies50. Additional incentives apply to hybrid vehicles and non-luxurious new 

vehicles with better environmental performance. At the same time, regulatory restrictions are used to 

discourage highly polluting vehicles: since 1 January 2025, the import of vehicles older than 2013 or 

with engine standards below Euro 5 has been restricted, with limited exceptions for rarity vehicles51. 

At the municipal level, further incentives apply, such as in Tbilisi, where electric vehicles are eligible 

for a zero city parking fee following an official application and approval process with the City Hall52. 

 

47 Law of Georgia tax code of Georgia, available at: 
https://matsne.gov.ge/en/document/view/1043717?publication=226.  
48 Law of Georgia Waste management code, available at: 
https://www.matsne.gov.ge/ka/document/download/2676416/1/en/pdf.  
49 Law of Georgia On licence and permit fees, available at: 
https://matsne.gov.ge/ka/document/download/12880/61/en/pdf.  
50 Tax code of Georgia, Article 199 − Import duty exemptions, section “p”, “electric engine vehicles listed under 
Code 8703 of the National Commodity Classification of Foreign Economic Activities”.   
51 It went through two stages, at first the new import restriction rule was applied for passenger vehicles (M1, 
and M2) since 1st of January of 2024, and it went into force for all passenger, buses and trucks (M3, N1,N2, and 
N3) from 1st of January of 2025. 
52 #33-99, 27.12.2016, Ordinance of Tbilisi city Council on parking and tow away rules, Article 10 − Parking fee, 
section 8. 

https://matsne.gov.ge/en/document/view/1043717?publication=226
https://www.matsne.gov.ge/ka/document/download/2676416/1/en/pdf
https://matsne.gov.ge/ka/document/download/12880/61/en/pdf
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As stated before, in case of pollution permitting and emissions into air or water, no specific charges or 

taxes exist, but there is a fine for non-compliance with the permit conditions, which is defined by the 

Law on Industrial Emissions (see Chapter 3.3. of this report). The fine is increased up to nine times if 

compliance is not achieved within the established deadline.  

Overall, Georgia’s environmental fiscal framework relies primarily on resource-use fees, targeted 

excise taxes and transport-related incentives, complemented by municipal waste charges and a 

developing producer responsibility system. The approach prioritises conservation of natural resources, 

gradual reduction of emissions from mobile sources and regulatory compliance, while leaving scope 

for future expansion of product-based charges and pollution-oriented economic instruments. 

6.1.2. Other financial measures and economic incentives 

State guarantee schemes, affordable loans/leasing and grants via state programs and development 

fund 

“Produce in Georgia”, a state business support mechanism, provides a credit guarantee mechanism as 

well as a universal program offering loans/leasing and grant awards. 

The Credit Guarantee Mechanism provides credit guarantees to small and medium-sized enterprises 

that are unable to provide collateral for a loan. A guarantee is issued for each loan provided by a 

commercial bank or microfinance organisation, covering up to 80% of the loan principal. The minimum 

loan amount is GEL 20,000 for loans issued by microfinance organisations and GEL 50,000 for loans 

issued by commercial banks, while the upper ceiling is GEL 5 million. At least 80% of the loan must be 

used for capital expenditures. 

The goal of the Universal Program (loans/leasing and grants) 53 is to support entrepreneurial entities 

by promoting the establishment of new enterprises and the expansion, retooling, and technological 

upgrading of existing enterprises in selected business areas, with a particular focus on industry and 

various tourism sectors.  

The program provides reduced interest rates for loans (the National Bank of Georgia (NBG) refinancing 

rate minus 5 percentage points) and for leasing (3% of the NBG refinancing rate) obtained from 

commercial banks or leasing companies for a period of up to ten years. Financing is generally available 

in the range of GEL 50,000 to GEL 10 million, with certain exceptions. At least 50% of the loan or lease 

must be directed to capital expenditures. In addition, the program offers grants equal to 10–20% of 

the financing attracted for predefined eligible economic activities included in a preferential list, capped 

at GEL 300,000. Overall, the guarantee, as well as the loan/leasing and grant mechanisms, are useful 

tools for industries to invest in new technologies, such as BAT. 

The Development Fund of Georgia (DFG) 54  is a state investment fund. Its strategy is to attract and 

support private investors. The DFG provides both greenfield and brownfield financing and acts as a 

“sleeping partner” with a defined exit strategy. In addition, it helps attract senior financing from 

commercial sources or international financial institutions. 

 

53 Enterprise Georgia. (n.d.). Business Universal Program, available at: 
https://www.enterprisegeorgia.gov.ge/ka/Business-Development/Business-Universal.  
54 The DFG was created on bases of Partnership Fund of Georgia. 

https://www.enterprisegeorgia.gov.ge/ka/Business-Development/Business-Universal
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The fund offers a range of financial instruments, including equity financing, mezzanine financing, and 

subordinated loans. DFG always participates as a minority shareholder, never exceeding 49% of the 

total investment and typically investing up to 30%. 

DFG works alongside companies and their management teams to develop and implement plans that 

generate sustainable, long-term value. It finances various areas, including: 

• “High-tech and eco-friendly production,” such as renewable energy (hydropower, wind, solar, 

and hydrogen), bio- and medical technologies, electronics, aviation industry projects, and 

waste processing. 

• Export-oriented production, including food processing of agricultural products; beverages 

(excluding high-alcohol beverages); pharmaceutical, chemical, textile, and industrial mineral 

products. 

• Local production with high import-substitution potential, such as construction materials; food 

production; household products; aquaculture; and small-scale industrial equipment/tools. 

• Innovative production and start-ups, including information technologies (artificial intelligence, 

cybersecurity, blockchain) and the Internet of Things. 

• Other priority areas, including high-tech logistics infrastructure and tourism, particularly 

hotels. 

International offsetting  

Under a global initiative of NACAG55, special effort is made to support governments and nitric acid 

plant operators in implementing effective N2O abatement measures.  

In 2020, the MEPA signed the Statement of Undertaking (SoU) of NACAG, and the country joined the 

initiative, committing to mitigating N2O emissions from the production of nitric acid. NACAG provided 

advisory and capacity-building support to the Government of Georgia and decision-makers in terms of 

policy questions of nitrous oxide abatement and advises on the best suitable policy option to secure 

permanent abatement of N2O emissions from nitric acid production.  

NACAG has conducted an overview report of globally available policy instruments and their potential 

applicability in the Georgian context. Its aim is exploring the most suitable policy options for reducing 

nitrous oxide emissions from nitric acid production in Georgia and provide the relevant action. As part 

of the actions, with the Deutsche Gesellschaft fur Internationale Zusammenarbeit (GIZ) GmbH funds 

and technical support, JSC Rustavi Azot made procurement of emissions monitoring equipment for the 

nitric acid plant as well as design, installation and commissioning of NOX reduction (NSCR technology) 

that effectively reduced N2O emissions at JSC Rustavi Azot.56 

In addition, in 2022, Georgia signed a memorandum of cooperation with Japan to join one of the 

international offsetting mechanisms, specifically, the joint crediting mechanism (JCM). By which the 

Japanese government is financing abatement activities in Georgia (supporting developing countries by 

 

55 The German Government has launched the Nitric Acid Climate Action Group (NACAG). The initiative is 
financed by the Federal Ministry for Economics and Climate Action (BMWK). The initiative provides 
governments and plant operators with guidance and information on technological and regulatory issues 
regarding N2O abatement. 
56 Rustavi Azot. (n.d.). Tender information, available at: 
https://rustaviazot.ge/tender/649a8aca72afc10d5c14446f.  

https://rustaviazot.ge/tender/649a8aca72afc10d5c14446f
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a bilateral instrument emphasised by Article 6 of the Paris Agreement) to support NDC achievement 

in both countries by leading decarbonising technologies and infrastructure. The activities aim at 

reducing nitrous oxide emissions within installations in Georgia and the emissions reduced are 

explicitly excluded from international offsetting or other forms of international emissions trading, be 

it on regulated or voluntary markets. The Georgian Government has committed to guaranteeing that 

resale, or any subsequent referral to international recipients, will not take place. This factor ensures 

keeping environmental benefits locally, that emission reductions are retained in Georgia, as well as 

working to the mutual benefit of the partner country. Though JCM credits (including potentially from 

N₂O abatement activities, if approved under the JCM) can be used toward the achievement of Japan’s 

and/or Georgia’s NDCs, subject to the applicable accounting rules to avoid double counting.57 

Funds and multilateral organisations effort 

The EBRD focuses on green investments in Georgia in the private sector to introduce sustainable 

technologies. In 2024, 56% of the EBRD’s investments in the country for the private sector were 

directed toward green projects. Overall, the EBRD invested EUR 350 million in Georgia, of which 87% 

is linked with the private enterprises.58 

The GEFF in Georgia, as a part of the EBRD initiative, is actively supporting Georgia in the transition to 

a greener economy. The EBRD, as an implementing institution, provides financial solutions for 

businesses and households investing in energy-efficient and renewable energy projects. GEFF provided 

a bridge to finance the gap, empowering companies with sustainable solutions, implementing cost-

saving and environmentally sound practices that boost competitiveness as well as resilience. GEFF 

provides a list of technologies available on the Green Technology Selector (i.e. a list of technologies), 

eligible for financing under the GEFF with no need of any further technical approval. In case technology 

is not provided in the Green Technology Selector or if there is a request from businesses, it offers 

assessment services – technical expert support to assist Participating Financial Institutions and their 

customers to select the best solutions linked with high-quality green economy projects. The service is 

free of charge to the businesses provided by funding of the Green Climate Fund (GCF) and the Austrian 

Federal Ministry of Finance (BMF)59. 

For example, LLC “Kutaisi Auto Mechanic Plant” (KAMP) received a EU4Business-EBRD Credit Line loan 

and invested in modern production equipment, greatly contributing to increased production output 

and improved health and safety conditions for the personnel.  The investment led to a fully optimised 

process that complies with EU energy-efficiency requirements, resulting in notable environmental 

performance improvements. As part of the EU4Business–EBRD Credit Line, the project was eligible for 

an investment incentive: upon successful verification of the completed investment’s compliance with 

programme requirements, the company received a grant equal to 15% of the loan amount. This 

incentive is a standard, performance-based cashback mechanism rather than a competitive award.60 

 

57  NACAG (2024) Policy Study in Georgia, available at: https://www.nitricacidaction.org/wp-
content/uploads/2025/06/Impact-report-NACAG-2024.pdf and https://www.nitricacidaction.org/focus-group-
meeting-on-policy-options-to-regulate-n2o-emissions-from-nitric-acid-production-in-georgia/?  
58 European Bank for Reconstruction and Development. (n.d.). EBRD expands green investments in Georgia, 
available at: https://ebrdgeff.com/georgia/en/ebrd-expands-green-investments-in-georgia/.  
59  European Bank for Reconstruction and Development. (n.d.). GEFF services in Georgia, available at:  
https://ebrdgeff.com/georgia/en/services/.  
60  European Bank for Reconstruction and Development. (n.d.). GEFF services in Georgia, available at: 
https://ebrdgeff.com/georgia/en/services/.  

https://www.nitricacidaction.org/wp-content/uploads/2025/06/Impact-report-NACAG-2024.pdf
https://www.nitricacidaction.org/wp-content/uploads/2025/06/Impact-report-NACAG-2024.pdf
https://www.nitricacidaction.org/focus-group-meeting-on-policy-options-to-regulate-n2o-emissions-from-nitric-acid-production-in-georgia/
https://www.nitricacidaction.org/focus-group-meeting-on-policy-options-to-regulate-n2o-emissions-from-nitric-acid-production-in-georgia/
https://ebrdgeff.com/georgia/en/ebrd-expands-green-investments-in-georgia/
https://ebrdgeff.com/georgia/en/services/
https://ebrdgeff.com/georgia/en/services/
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With the same initiative like KAMP, several other businesses have also created success stories in terms 

of improved environmental performance.61 

Elaboration of Climate Law  

In addition, the Georgian parliament, in close collaboration with the Ministry of Environmental 

Protection and Agriculture, as well as its donor community, is actively working on the elaboration of a 

draft law “A Climate Law for Georgia”62. The green63 as well as white64 papers in this regard are already 

prepared and a broad consultation process is underway with interested stakeholders.  

To enable active policy implementation of the national climate change agenda in line with international 

commitments, the draft law envisages the creation of supporting economic instruments. For this 

purpose, the National Fund for Climate Change Adaptation and Mitigation is considered to be created. 

As the white paper narrates, “Sources of financing for this fund will include, but are not limited to, the 

central budget, international financial organisations and donors and carbon emission trading. In this 

regard, the technical regulations on carbon emission trading will include provisions on absolute or 

percentage allocations of funds by those national entities or foreign private and/or public entities 

which will be engaged in carbon emission trading and which will receive funding.”65 

Introduction of the ETS is also considered in the process of developing the Climate Law66. A trading 

system provides businesses with opportunities to reduce their emissions, have excess permits to sell 

or buy permits from others who have reduced their emissions. The Law will require the Government 

to create and operate a registry system for cooperative approaches based on the principle of avoiding 

double-counting under Article 6.2 of the Paris Agreement.  

In addition, the green paper suggests the creation of a Just Transition Fund. The Law may require the 

Government to create a Just Transition Fund to help businesses, communities, individuals and 

municipalities through the period of transition to a zero-carbon economy. An Advisory Committee may 

be created to support the Government to use this fund for the most essential initiatives, providing 

capacity development activities (training /retraining opportunities), as well as supporting new zero-

carbon businesses and strengthening community infrastructure.  

Green awards 

Several green award nominations for business entities are presented by NGOs or the business 

community itself.  

 

61 EU4Business–EBRD Credit Line. (n.d.). Case studies, available at: https://www.eu4business-
ebrdcreditline.ge/case-studies/.  
62 Parliament of Georgia. (n.d.). Working meeting on the draft Climate Law, available at: 
https://parliament.ge/en/media/news/garemos-datsvisa-da-bunebrivi-resursebis-komitetshi-klimatis-tsvlilebis-
kanontan-dakavshirebit-samushao-shekhvedra-gaimarta.  
63 Parliament of Georgia. (n.d.). Green Paper on Climate Law for Georgia, available at: https://web-
api.parliament.ge/storage/files/shares/Komitetebi/garemo/green-paper-eng.pdf.  
64 Parliament of Georgia. (n.d.). White Paper on Climate Law for Georgia, available at: https://web-
api.parliament.ge/storage/files/shares/Komitetebi/garemo/White-Paper-WDF-ENG.pdf.  
65 A White Paper Proposing The New Law “A Climate Law for Georgia” (2023), p.21, available at: https://web-
api.parliament.ge/storage/files/shares/Komitetebi/garemo/White-Paper-WDF-
geo.pdf?fbclid=IwAR0MHGbWgUasQmIoxllesGiaSODUPAuQ6r-qnTN_kPLjBzaNZ93vt6Qwof8  
66 Georgia Today (2025) Georgia Moves to Regulate Greenhouse Gas Emissions with New Law Proposal, 
available: https://georgiatoday.ge/georgia-moves-to-regulate-greenhouse-gas-emissions-with-new-law-
proposal/  

https://www.eu4business-ebrdcreditline.ge/case-studies/
https://www.eu4business-ebrdcreditline.ge/case-studies/
https://parliament.ge/en/media/news/garemos-datsvisa-da-bunebrivi-resursebis-komitetshi-klimatis-tsvlilebis-kanontan-dakavshirebit-samushao-shekhvedra-gaimarta
https://parliament.ge/en/media/news/garemos-datsvisa-da-bunebrivi-resursebis-komitetshi-klimatis-tsvlilebis-kanontan-dakavshirebit-samushao-shekhvedra-gaimarta
https://web-api.parliament.ge/storage/files/shares/Komitetebi/garemo/green-paper-eng.pdf
https://web-api.parliament.ge/storage/files/shares/Komitetebi/garemo/green-paper-eng.pdf
https://web-api.parliament.ge/storage/files/shares/Komitetebi/garemo/White-Paper-WDF-ENG.pdf
https://web-api.parliament.ge/storage/files/shares/Komitetebi/garemo/White-Paper-WDF-ENG.pdf
https://web-api.parliament.ge/storage/files/shares/Komitetebi/garemo/White-Paper-WDF-geo.pdf?fbclid=IwAR0MHGbWgUasQmIoxllesGiaSODUPAuQ6r-qnTN_kPLjBzaNZ93vt6Qwof8
https://web-api.parliament.ge/storage/files/shares/Komitetebi/garemo/White-Paper-WDF-geo.pdf?fbclid=IwAR0MHGbWgUasQmIoxllesGiaSODUPAuQ6r-qnTN_kPLjBzaNZ93vt6Qwof8
https://web-api.parliament.ge/storage/files/shares/Komitetebi/garemo/White-Paper-WDF-geo.pdf?fbclid=IwAR0MHGbWgUasQmIoxllesGiaSODUPAuQ6r-qnTN_kPLjBzaNZ93vt6Qwof8
https://georgiatoday.ge/georgia-moves-to-regulate-greenhouse-gas-emissions-with-new-law-proposal/
https://georgiatoday.ge/georgia-moves-to-regulate-greenhouse-gas-emissions-with-new-law-proposal/
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The Award competition of “Business for SDGs” is a good example provided by the UN Global Compact 

Network Georgia67. The award identifies companies with significant effort in terms of contributing to 

the achievement of SDGs. 

The Corporate Social Responsibility Excellence Contest - Georgia’s Responsible Business Awards 

“Meliora”68, is organised by the Centre for Strategic Research and Development of Georgia in close 

collaboration with and with support from various business associations. Its aim is to promote 

responsible business conduct in Georgia. One of the nominations is a “Green Initiative” to identify 

remarkable environmental programs/projects/initiatives. The contest provides a non-exhaustive list of 

themes, such as: sustainable use of natural resources, energy management, reducing environmental 

pollution, environmentally friendly transport solutions, protection of biodiversity and ecosystems, 

waste management, green product design, environmental behaviour change and awareness raising 

initiatives, sustainable agriculture, green office or another category for non-listed relevant themes. 

The other nomination for businesses is provided by TBC bank, under Social Responsibility nominations, 

there is a sub award called “Green Initiative Award” which nominates companies with a significant 

focus on environmental protection and sustainable development69.  

EU Carbon Border Adjustment Mechanism (CBAM)  

As previously mentioned, the EU CBAM introduces a carbon pricing requirement on selected carbon-

intensive imports entering the EU – currently covering sectors such as cement, iron and steel, 

aluminium, fertilisers, electricity and hydrogen, which are the most relevant categories potentially 

affecting Georgian exports. Although Georgia is not subject to CBAM as a regulatory obligation, the 

mechanism affects Georgian exporters of covered products by requiring the reporting of embedded 

GHG emissions and, in the future, the purchase of CBAM certificates where applicable. Consequently, 

CBAM creates an indirect but tangible incentive for Georgian industrial installations to reduce GHG 

emissions and improve carbon efficiency in order to maintain price competitiveness and market access 

within the EU. 

6.1.3. Current needs and challenges related to the implementation of BAT  

To better understand the needs of industries and operators that are likely to fall under BAT regulation 

in Georgia in the near future – particularly their demand for BAT-related incentives – available 

assessments of stakeholder needs were reviewed (particularly the Stakeholder Consultation Report 

prepared under the “Air Quality for Better Citizens’ Health” EU Green Connectivity Programme for 

Georgia70) and a new survey was conducted. 

A dedicated questionnaire was developed with a specific focus on incentives for BAT implementation. 

It was distributed by email to the same stakeholder group that participated in the earlier report (16 

industry representatives).  

 

67 United Nations (UN) Global Compact Network Georgia. (n.d.). Business for SDGs award competition, available 
at: https://corporateaward.ge/?page_id=3845&lang=en.  
68 Centre for Strategic Research and Development of Georgia. (n.d.). Georgia’s Responsible Business Awards 
“Meliora” – Green Initiatives category, available at:  https://meliora.ge/en/categories/green_initiatives.  
69 Business Award Georgia. (n.d.). Social Responsibility nominations – Green Initiative Award, available at: 
https://www.businessaward.ge/ka/nomination/gamorcheuli-socialuri-pasuxismgeblobisTvis.  
70 Review and Update of Existing Draft Legislation in Line with National and EU Legislation, Including BREFs & 
BATCs, Stakeholder Consultation Report, 2025, April, under Air Quality for Better Citizen’s Health EU Green 
Connectivity Programme for Georgia. 

https://corporateaward.ge/?page_id=3845&lang=en
https://meliora.ge/en/categories/green_initiatives
https://www.businessaward.ge/ka/nomination/gamorcheuli-socialuri-pasuxismgeblobisTvis
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Respondents raised several concerns and identified key needs related to BAT implementation (see 

Table 3). First, BAT technologies are often capital-intensive, and the primary challenge is securing 

adequate resources – financing, technical knowledge, and practical experience – to support 

implementation. A second challenge relates to the transition itself: adopting new technologies may 

require temporary shutdowns or adjustments to production processes. Such downtime can result in 

significant costs, including foregone revenues and additional operational risks. 

More broadly, respondents indicated that a shift toward BAT may require stronger assurances than 

are currently available, including mechanisms to reduce implementation risks (e.g., insurance or 

comparable risk-transfer solutions). They also emphasised the need for clear, accessible information 

to reduce information asymmetries, and for robust analyses to demonstrate expected benefits—

particularly to clarify whether investments can be recouped through efficiency gains, improved 

compliance outcomes, or avoidance of penalties. The lack of cost–benefit analysis was highlighted as 

a specific gap. Finally, respondents stressed the importance of support mechanisms—both financial 

and non-financial—from the state and donor community. In this context, the limited availability of 

support instruments and, critically, insufficient information about existing state support programmes 

were cited as barriers. These measures were seen as essential to accelerate BAT uptake and to share 

risks associated with both upfront investments and ongoing operating costs. 

Table 3 identifies challenges for BAT implementation  

Challenge Type Description Importance 

Anticipated 
regulatory changes 
and the need for 
clarity on 
mandatory 
requirements and 
implementation 

Strategic & 
Regulatory 
Context 

Uncertainty around BAT 
requirements and how they will be 
applied in practice creates confusion 
among stakeholders, including on 
technical implementation aspects. 

High priority: compliance will be 
mandatory for all relevant 
operators, but current guidance 
is perceived as insufficiently 
specific. 

Additional 
investments and 
resources required 

Economic & 
Financial 
Incentives 

BAT adoption is capital-intensive; 
securing adequate financing is 
commonly viewed as the main 
obstacle. 

High priority: access to funding is 
the top concern for most 
stakeholders. Several 
respondents reported limited 
awareness of state support 
mechanisms and, in some cases, 
perceived them as unavailable. 

Production 
downtime for 
retooling and 
operational 
adjustment 

Technical 
Needs & 
Operational 
Challenges 

Temporary interruption of 
production for installation and 
commissioning is primarily 
perceived as revenue loss, rather 
than as an investment that could 
yield efficiency gains or cost savings. 

High priority: the absence of 
cost–benefit analyses was 
highlighted as a barrier to 
demonstrating the business case 
for BAT investments. 

Monitoring and 
data systems may 
require 
incremental 
improvement 

Data, 
Monitoring & 
Digitalisation 

Most stakeholders reported having 
automated monitoring systems or 
conducting periodic monitoring; 
only one respondent indicated a 
potential need for improvement. 

Lower priority: support for 
automated monitoring was not 
widely prioritised, as most 
companies consider their 
current systems adequate. 

Knowledge gaps, 
capacity needs, 
limited support 
services, and 
sector-specific 
guidance 

Human 
Resources & 
Expertise 

Stakeholders (i.e., representatives 
of industrial operators and business 
associations) generally reported 
awareness of BAT options for their 
sectors, but noted a need for deeper 
technical knowledge, practical 

High priority: sector-specific 
training and tailored capacity 
building were emphasised. 
Development of supporting 
services (BAT maintenance, 
periodic checks/calibration, 
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Challenge Type Description Importance 

guidance, and access to specialised 
external services (e.g., equipment 
maintenance, calibration, 
laboratory services) that are not 
efficient to maintain in-house. 

sector laboratories) was also 
highlighted as important. 

Need to share 
international best 
practices and 
opportunities for 
high-performing 
industries 

Supply Chain 
& Market 
Consideratio
ns 

Stakeholders noted limited current 
market pressure for improved 
environmental performance; 
cleaner production is not yet a key 
basis for competition, though it may 
become more relevant over time. 

Medium-to-low current priority: 
not seen as urgent now, but 
expected to become more 
important as requirements and 
market expectations evolve. 

Increasing 
decision-maker 
engagement and 
incentives for 
implementers 

Organisation
al & Cultural 
Factors 

BAT implementation is sometimes 
viewed internally as an additional 
burden, driven by upfront costs and 
potential downtime-related losses; 
as a result, early adoption is limited. 

Medium priority: stronger 
internal leadership engagement 
and incentives were implied as 
necessary to overcome risk 
aversion and encourage early 
action. 

Partnerships with 
industry 
associations and 
research 
institutions 

Long-Term 
Innovation & 
Investment 
Plans 

Energy efficiency, reduced resource 
consumption, reduced waste 
generation, and cleaner 
technologies were identified as 
areas of interest for longer-term 
investment. 

High priority: partnerships and 
platforms for sharing knowledge 
and expertise were positively 
highlighted as priority areas. 

Financial and 
technical barriers 

Barriers to 
Implementati
on 

Financial and technical constraints 
were most frequently cited; other 
barriers were mentioned less often. 

High priority: consistently 
identified as the primary set of 
barriers to address to enable 
BAT implementation. 

Incentives to 
accelerate the 
transition to BAT 

Desired 
Support from 
Policymakers 
or 
Associations 

Respondents expressed interest in 
incentives for early adopters (e.g., 
fewer inspections) compared to 
operators that delay 
implementation until regulatory 
deadlines. 

High priority: reduced inspection 
frequency was frequently 
highlighted as a meaningful non-
financial incentive to encourage 
earlier BAT uptake. 

 

6.1.4. Potential incentives in BAT implementation in Georgia  

Based on the needs assessment presented in the existing reports70 and the survey results, a summary 

table of key findings was prepared to capture local stakeholders’ interest in BAT implementation (Table 

4). Access to affordable finance for technology acquisition—together with the costs of installation, 

operation and maintenance—was identified as the most prominent issue. 

In addition to grant opportunities and affordable loans, stakeholders emphasised the value of enabling 

measures such as information-sharing platforms and targeted capacity development. Reduced 

frequency of routine regulatory inspections was also cited as a potential incentive for operators that 

implement BAT ahead of mandatory deadlines. Overall, stakeholders indicated that a combination of 

financial and non-financial incentives—provided by the state and, where relevant, by other actors such 

as international organisations and donor countries in line with their mandates—could substantially 

support the industry’s transition to BAT in Georgia. 

Table 4 Potential incentives highlighted by industry representatives in the reports and the surveys 
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Name of 
incentive 

Type Description Relevance 

Grants 
Financial 
resources 

BAT implementation is 
typically capital-intensive; 
grant funding can reduce 
upfront investment costs for 
technology acquisition, 
installation, and initial 
commissioning. 

Very high relevance: consistently 
identified as a key enabler for early 
BAT uptake, particularly before BAT 
requirements become mandatory. 

Affordable 
loans 

Financial 
resources 

Concessional or low-interest 
loans are viewed as suitable 
financing instruments where 
BAT investments are 
expected to generate 
measurable efficiency gains 
and cost savings. 

Very high relevance: widely 
highlighted as a practical 
instrument to support early 
implementation, especially when 
repayment can be supported by 
performance improvements. 

Reduced 
inspection 
frequency and 
reduced 
inspection-
related 
operational 
disruption 

Operational 
incentives 

Reduced frequency of 
routine inspections (and 
associated operational 
disruption) was proposed as 
an incentive for operators 
that implement BAT ahead 
of regulatory deadlines. 

High relevance: cited as a tangible 
non-financial incentive by industry 
representatives and environmental 
specialists. 

BAT 
information 
platform and 
guidance 
support (state 
programmes, 
sector 
guidelines) 

Awareness 
and technical 
support 

A structured platform for 
information dissemination 
was proposed to reduce 
information asymmetry, 
including access to state 
support measures, expected 
regulatory requirements, 
and sector-specific BAT 
guidance. 

High relevance: stakeholders 
emphasised the need for 
accessible, consolidated 
information on requirements, 
funding opportunities, support 
mechanisms, and sector-specific 
BAT solutions. 

 

 

Key takeaways  

• Georgia’s existing financial and fiscal instruments relevant to 
environmental protection rely primarily on resource-use fees, fuel-
related excise taxes, transport incentives, and municipal waste charges, 
rather than on pollution-based taxes for air or water emissions. 

• There are no dedicated pollution charges for emissions to air or water; 
compliance is enforced instead through permitting requirements and 
administrative fines under the Law on Industrial Emissions, with penalties 
escalating significantly in cases of persistent non-compliance. 

• Extended Producer Responsibility is legally established, but product-
specific fees (e.g. for plastics) have not yet been operationalised, leaving 
scope for future development through secondary legislation. 

• Transport-related fiscal incentives are currently the most advanced 
environmental economic instruments, combining import duty 
exemptions for electric vehicles, reduced duties for newer hybrid 
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vehicles, import restrictions on high-emission vehicles, and local non-
financial incentives such as free parking for electric vehicles in Tbilisi. 

• Georgia has a well-developed set of general financial support 
mechanisms—including credit guarantees, concessional loans, leasing 
schemes and grants—through state programmes such as Produce in 
Georgia and through the Development Fund of Georgia, which can be 
used to finance BAT-related investments. 

• International cooperation and donor-supported finance play a critical 
role in enabling BAT uptake, particularly through EBRD, GEFF, 
EU4Business, NACAG, and bilateral mechanisms such as Japan’s Joint 
Crediting Mechanism. 

• Market-based climate instruments such as CBAM and emissions trading 
are not yet drivers of BAT implementation in Georgia; domestic CBAM-
related legislation was paused due to limited short-term relevance for the 
local industry. 

• Future reforms, including the proposed Climate Law for Georgia, may 
significantly strengthen the incentive framework by introducing new 
economic instruments, climate funds, and potential carbon market 
mechanisms. 

• Stakeholder consultations confirm that financial and technical barriers 
remain the dominant challenges to BAT implementation, with access to 
affordable finance identified as the single most important enabling 
factor. 

• Industry representatives strongly support a combined incentive 
approach, pairing financial instruments (grants, concessional loans) with 
non-financial measures such as reduced inspection frequency, targeted 
capacity building, and structured information platforms to accelerate 
early BAT adoption. 

 

7. Goals and recommendations for stakeholder advocacy 
 

The recommendations in this chapter serve as an advocacy toolkit for private sector actors, industry 

representatives, NGOs, civil society organisations, academia, and other interested stakeholders. They 

outline priority areas where coordinated engagement with policymakers can support effective BAT 

implementation in Georgia and help advance cleaner, more sustainable industrial practices. 

7.1. Goals guiding the recommendations 

The following goals provide a framework for stakeholder advocacy and identify priority areas where 

engagement with policymakers can support effective BAT implementation in Georgia: 

Goal 1. Support smooth implementation of BAT obligations for new installations (from 2026): 

Stakeholders can advocate for measures that reduce uncertainty and transaction costs for 

operators, including clear guidance, accessible information tools, and predictable permitting 

and monitoring procedures. 

Goal 2. Accelerate BAT uptake in existing installations ahead of the 2031 compliance horizon: 

Stakeholders may promote incentives that support early movers and encourage broader 

adoption through finance, technical assistance, and risk-reduction mechanisms. 
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Goal 3. Strengthen monitoring, reporting, and enforcement capacity to ensure credibility and 

fairness: Stakeholders can advocate for enhanced monitoring, reporting and verification 

(MRV) and laboratory capacity to ensure that incentives are tied to verifiable performance and 

that reduced administrative burden is granted based on demonstrated compliance. 

Given the absence of emission-based pollution charges and the political and administrative challenges 

of introducing new environmental taxes, stakeholders may prioritise practical, implementable 

instruments, such as information tools, risk-based administrative incentives, targeted grants, 

concessional loans, guarantees, and VAT/customs adjustments for certified BAT equipment, while 

supporting long-term dialogue on more advanced instruments. 

7.2. Recommendations 

Recommendation 1. Strengthen access to finance for BAT investments 

 Stakeholders should advocate for the introduction of financial instruments that reduce the upfront 

cost of BAT investments, including grants, concessional loans, guarantees, and leasing schemes. 

Stakeholders should communicate these needs to MoESD, Enterprise Georgia, the Ministry of Finance, 

commercial banks, and international financial institutions such as the EBRD, EIB, ADB, KfW, and the 

World Bank. 

Recommendation 2. Improve information availability and technical guidance 

Stakeholders should promote the development of a central BAT information platform and 

sector‑specific guidance materials, including implementation roadmaps and practical examples 

tailored to the Georgian industry. These efforts should be directed toward MEPA, NEA, EIEC, and 

relevant sectoral ministries. 

Recommendation 3. Enhance monitoring, verification, and service capacity 

Stakeholders should advocate for investment in monitoring, laboratory, calibration, and verification 

capacity to ensure reliable performance data and support outcome‑based incentives. Key advocacy 

targets include NEA, accredited laboratories, MEPA, private monitoring and calibration service 

providers, and donor programmes such as USAID, GIZ, UNEP, and UNDP. 

Recommendation 4. Introduce transparent and risk-based compliance incentives 

Stakeholders should encourage the adoption of transparent, risk‑based inspection incentives that 

reward verified good performers with reduced administrative burden and predictable compliance 

pathways. These proposals should be communicated to MEPA, NEA, DES, and the Inspectorate and 

compliance control. 

Recommendation 5. Promote early-mover packages and transitional support 

Stakeholders should advocate for early‑mover packages that combine financial incentives, regulatory 

flexibility, and technical assistance for operators adopting BAT ahead of mandatory deadlines. Relevant 

advocacy targets include MoESD, Enterprise Georgia, MEPA, international financial institutions (EBRD, 

EIB, ADB, KfW, World Bank), and donor‑funded programmes. 

Recommendation 6. Support the development of sustainable finance instruments 

Stakeholders should promote the integration of BAT‑aligned investments into sustainable finance 

frameworks, including green bonds, EU taxonomy‑aligned lending, and climate‑related disclosure 
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systems. These efforts should target the National Bank of Georgia (NBG), commercial banks, MoESD, 

the Ministry of Finance, and IFIs such as EBRD, EIB, and the World Bank. 

Recommendation 7. Encourage long-term policy instruments for pollution reduction 

Stakeholders should support the gradual introduction of long‑term policy instruments, such as 

performance‑based regulation, pollution fees, or tradable permits, once monitoring and permitting 

systems are fully operational. Advocacy should be directed toward MEPA, the Ministry of Finance, 

MoESD, Climate Law drafting bodies, and relevant parliamentary committees. 

7.3. Conclusion 

These recommendations provide a basis for coordinated stakeholder advocacy aimed at accelerating 

BAT uptake, strengthening institutional capacity, and supporting Georgia’s transition to cleaner and 

more competitive industrial practices. By engaging proactively with policymakers and using the 

evidence presented in this report, non‑governmental stakeholders can play a central role in shaping 

an effective and credible BAT implementation framework.



 
 

8. Annex A. List of acronyms and units 
AAU — Assigned Amount Unit 

BAT — Best Available Techniques 

BAT-AEEL — BAT-associated Energy Efficiency Levels 

BAT-AEL — BAT-associated Emission Levels 

BMF — Austrian Federal Ministry of Finance 

BMUV — German Federal Ministry for the Environment (as cited in the text) 

BOD5 — Biochemical Oxygen Demand (5-day) 

BOD7 — Biochemical Oxygen Demand (7-day) 

CAP — Common Agricultural Policy (EU) 

CAPEX - Capital Expenditures 

CBA — Cost–Benefit Analysis 

CBAM — Carbon Border Adjustment Mechanism (EU) 

CBI — Climate Bonds Initiative 

CCP — Climate Change Programme (Lithuania, as described) 

CEMS — Continuous Emissions Monitoring Systems 

CF — Cohesion Fund (EU) 

CHMI — Czech Hydrometeorology Institute 

CO — Carbon monoxide 

COD — Chemical Oxygen Demand 

CO₂ — Carbon dioxide 

CO₂-eq — Carbon dioxide equivalent 

CZK — Czech koruna 

DEAR — Development Education and Awareness Raising Programme (EU) 

DES — Department of Environmental Supervision (Georgia) 

DFG — Development Fund of Georgia 

EBRD — European Bank for Reconstruction and Development 

EEC — Eastern Europe and the Caucasus (as used in the project title) 

E-PRTR — European Pollutant Release and Transfer Register 

EHS — Environmental, Health, and Safety 

EIA — Environmental Impact Assessment 

EIB — European Investment Bank 

EIEC — Environmental Information and Education Centre (Georgia) 

ELV / ELVs — Emission Limit Value(s) 

EMAS — Eco-Management and Audit Scheme (EU) 

EMEP — European Monitoring and Evaluation Programme 

EPMA — Environmental Protection Management Agency (Lithuania, as described) 

ERDF — European Regional Development Fund 

ESG — Environmental, Social and Governance 

ESMA — European Securities and Markets Authority 

ESRS — European Sustainability Reporting Standards 

ETR — Environmental Tax Reform 

ETS / EU ETS — (European Union) Emissions Trading System 

ETS2 — EU Emissions Trading System 2 (road transport and buildings, as referenced) 

EuGBS — European Green Bond Standard 

EU — European Union 

GCF — Green Climate Fund 
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GDP — Gross Domestic Product 

GEFF — Green Economy Financing Facility (EBRD) 

GEL — Georgian lari 

GESRP — Georgia Energy Sector Reform Programme 

GHG — Greenhouse Gas(es) 

GIZ — Deutsche Gesellschaft für Internationale Zusammenarbeit 

IED — Industrial Emissions Directive 2010/75/EU 

IED 2.0 — Industrial Emissions Directive 2024/1785 

IFIs — International Financial Institutions 

ILTĖ (UAB ILTĖ) — National Development Bank of the Republic of Lithuania  

IPPC — Integrated Pollution Prevention and Control 

ISR — “Investissement Socialement Responsable” label  

ISO — International Organisation for Standardisation 

JCM — Joint Crediting Mechanism (Japan bilateral mechanism) 

JTF — Just Transition Fund (EU) 

KAMP — Kutaisi Auto Mechanic Plant (LLC “Kutaisi Auto Mechanic Plant”) 

KfW — Kreditanstalt für Wiederaufbau (German development bank) 

LIFE — LIFE Programme (EU funding programme) 

LULUCF — Land Use, Land-Use Change and Forestry 

MAE — Maximum Allowable Emission(s) 

MBI / MBIs — Market-Based Instrument(s) 

MEPA — Ministry of Environmental Protection and Agriculture (Georgia) 

MoE — Ministry of Environment (Lithuania, as described) 

MoESD — Ministry of Economy and Sustainable Development (Georgia) 

MoFA — Ministry of Foreign Affairs (as used in the recommendations table) 

MRV — Monitoring, Reporting and Verification 

MVP — Monitoring and Verification Platform (Georgia) 

NACAG — Nitric Acid Climate Action Group 

NBG — National Bank of Georgia 

NDC — Nationally Determined Contribution 

NEA — National Environmental Agency (Georgia) 

NEAP4 — Fourth National Environmental Action Programme (Georgia, 2022–2026) 

NECP — National Energy and Climate Plan (Georgia, adopted June 2024 in the text) 

NGO / NGOs — Non-Governmental Organisation(s) 

NH₃ — Ammonia 

NMVOC — Non-Methane Volatile Organic Compounds 

NO₂ — Nitrogen dioxide 

NOₓ — Nitrogen oxides 

NSCR — Non-Selective Catalytic Reduction 

O₃ — Ozone (ground-level) 

OAT - Obligations Assimilables du Trésor 

OECD — Organisation for Economic Co-operation and Development 

Odysee–Mure — ODYSSEE–MURE energy efficiency policy/indicator project 

PAB — Paris-aligned Benchmark (EU benchmark category) 

PINE — Policy Instruments in the Environment (OECD database) 

PM — Particulate Matter 

PM10 — Particulate matter ≤10 µm 

PM2.5 — Particulate matter ≤2.5 µm 
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PPD — Pollution Prevention Department (Lithuania) 

REZZO — Czech national emissions register 

SDGs — Sustainable Development Goals 

SEF — State Environmental Fund (Czech Republic) 

SoU — Statement of Undertaking 

SO₂ — Sulphur dioxide 

SOₓ — Sulphur oxides 

SPP — Sustainable Public Procurement 

TBC (bank) — TBC Bank (as referenced with award nomination) 

tCO₂e — tonnes of CO₂ equivalent 

TSP — Total Suspended Particles 

UNECE — United Nations Economic Commission for Europe 

VAT — Value Added Tax 

VOC / VOCs — Volatile Organic Compound(s) 

WBG — World Bank Group 

WHO — World Health Organisation 

WTO — World Trade Organisation  
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10. Annex C. EU case studies 

Czech Republic 

National Environmental Snapshot: Czech Republic 
 

• Currently, 44.5% of electricity is generated using fossil fuels, with coal accounting for 39%, 
offering significant potential for reducing both air pollutant and GHG emissions.  

• The specific annual GHG emissions are 7.92 t/capita, which is higher than the EU average of 
5.57 t/capita.  

• Environmental expenditure averaged nearly 1.8% of GDP between 2020 and 2023. 
There were approximately 1,600 IED installations expected in 2025. 

• Between 1990 and 2023, emissions of key pollutants significantly decreased – Total 
Suspended Particles (TSP) by 88.5%, SOx by 97.1%, and nitrogen oxides by 80.7%, largely 
due to legislation adopted in 1991, which set stricter emission limits, that could only be 
achieved by installing BAT (e.g. effective electrostatic precipitators or fabric filters, wet 
desulphurisation, combinations of primary denitrification methods).  

• CO2 emissions (without Land Use, Land-Use Change and Forestry (LULUCF)) decreased by 
38.3% between 1990 and 2022, and industrial wastewater discharge dropped by 65%. 
Biochemical Oxygen Demand (5-day) (BOD5) and Chemical oxygen demand (COD) from 
point sources decreased by 92.7% (years 1995 - 2023) and 57.5% (years 2000 - 2023), 
respectively.  

• In 2023, the 10 largest municipal wastewater plants discharged 20.8% of the total BOD5, 
while the 9 largest industrial sources discharged 8.7%. 

• From 2010 to 2023, 81.2% of generated waste was utilised. 

• Environmental investments grew from 1.1% of GDP in 1992 to 2.6% in 1995, before falling 
to an average of 0.49% between 2000 and 2003.  

• Total environmental expenditure increased from 2005 to 2023, with wastewater 
management receiving the highest share of investments after 2000. Non-investment 
expenditures, particularly in waste management, were higher than investments. 

 
Table 5. Number of IED installations in the Czech Republic, 2025 

No Category Number 

 All installations  1 693 

1 Energy industries 112 

2 Production and processing of 
metals 

273 

3 Mineral industry 100 

4 Chemical industry 267 

5 Waste management 228 

6 Other activities 713 

Source: Ministry of Environment of the Czech Republic-IPPC: https://ippc.mzp.cz/  
 

 

Regulatory framework 

The general parts of the Directive (EU) 2024/1785) (Chapters I, II, VII and Annexes I–IV) are transposed 

through the Act on Integrated Prevention and its Implementing Regulation, while specific parts 

https://ippc.mzp.cz/
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(Chapters III–VI and Annexes V–VIII) are implemented via the Air Protection Act, Water Law, and Waste 

Law with their respective regulations.  

Competent authorities responsible for industrial pollution control include the Ministry of Environment, 

which drafts and adopts legislation, the Czech Environmental Inspectorate overseeing compliance, and 

14 Regional Administrations responsible for issuing integrated permits and sector-specific permits for 

air, water, and waste. Czech Hydrometeorology Institute (CHMI) handles air quality and emissions 

monitoring and assessment, operation of the National Emission Register (REZZO) and the Air Quality 

Information System. Czech Environment Information Agency (CENIA) manages an integrated System 

of Fulfilment of Reporting Obligations and Integrated Pollution Register, providing expert support to 

regional administrations as well as BAT technical consultancy. 

Economic instruments  

The Czech Republic has a long-established system (introduced as early as the 1970s) of economic 

instruments for environmental protection, which includes 27 economic tools such as pollution fees, 

grants, and preferential loans. Key instruments supporting BAT implementation include fees for air 

pollution, wastewater discharge, and waste landfilling. 

The subject of the air pollution fee are pollutants that are emitted by a stationary source or sources 

and for which the operator has a legal obligation to determine the level of pollution. Pollutants emitted 

by a stationary source or sources in an installation for which the total amount of fees for one calendar 

year is less than CZK 50 000 (EUR 2 000) are exempt from the pollution fee. Reductions are available 

for installations that demonstrate better environmental indicators than legally required. Since 2017, 

65% of air pollution fee revenues go to the State Environmental Fund, 25% to the region where the 

stationary source is located, and 10% to the state budget. Use of the regional revenues are restricted 

to funding environmental protection measures.  

Table 6 Emission to air fee rates in effect in the Czech Republic (since 2021) 

Pollutant Rate 2021 and beyond 

TSP (dust) 

EUR/ton 

588 

SO2 196 

NOx 156 

VOC 392 

 

If the operation of the installation is demonstrably better than required by the legal regulation 

(emission limit value, upper limit of the BAT-AEL, which are given as interval), the fee rate is reduced 

by using the coefficients presented in the table below. 

Table 7. The fee rate-emission reduction coefficient in the Czech Republic 

Emission 
reduction 
rate 

< 50 % 50-60 % > 60-70 % > 70-80 % > 80-90 % > 90 % 

Fee rate 
reduction 

0 0,2 0,4 0,6 0,8 1 
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The pollution fee shall not be assessed for a pollutant emitted by a stationary source if  

• this stationary source has undergone reconstruction or modernisation, as a result of which it 

achieves lower annual emissions of dust by at least 30%, SO2 by at least 55%, NOx at least 55% 

or VOC by at least 30% in the entire fee period compared to 2010 or,  

• the stationary source achieves, according to data from continuous emission measurements, 

an emission concentration lower than 50% of the specific emission limit value in the entire fee 

period.  

The wastewater discharge fee applies to those discharging into surface waters, with the revenue 

supporting water management infrastructure. It is calculated annually as the sum of a volume-based 

fee and pollutant-based fees, with the revenue allocated to the State Environmental Fund and 

municipal budgets. No volume fee applies if discharges are below 100,000 m³ per year or within certain 

pollutant limits. 

The fee for landfilling waste is paid by the waste owner when handing over waste for disposal, by the 

municipality if it generates municipal waste, or by the landfill operator for waste it deposits. The fee 

applies to waste placed in a landfill during its first operational phase and is calculated quarterly. It is 

based on the weight of recoverable, hazardous, technological, remediation, residual waste, or 

asbestos. The fee is calculated by multiplying the waste weight by the set rate for each type. Revenues 

go to the State Environmental Fund and the municipality where the landfill is located. 

Table 8. The sum of revenues from the air pollution fee, the wastewater discharge fee and the waste landfilling 
fee is compared with the total national expenditure in the Czech Republic 

 1992 1995 2000 2005 2010 2015 2020 2021 2022 2023 

 CZK billion Current prices 

Investment
s 

6.05 
32.0
0 

21.4
0 

18.25 22.65 
40.1
1 

31.13 29. 49 34.06 36.62 

Non-
investment 

   31.75 53.44 
56.0
7 

71.11 86. 79 91.52 93.63 

Total 
expenditure 

   50.00 76.09 
96.1
8 

102.2
5 

116.2
8 

125.5
8 

130.2
5 

Air pollution 
fee 

2.13 1.21 0.40 0.43 0.27 0,27 0.34 0.39 0.42 0.35 

Wastewater 
discharge 
fee 

1.48 0.67 0.46 0.41 0.20 0.17 0.23 0.24 0.19 0.10 

Waste 
landfilling 
fee 

0.74 0.73 0.45 1.20 1.89 1.45 1.76 1.61 2.55 2.63 

Total fee 4.35 2.61 1.31 2.04 2.31 1.89 2.33 2.24 3.06 3.08 

Share of 
Total fee in 
Total 
expenditure 

   4.1% 3.0% 2.0% 2.3% 1.9% 2.4% 2.4% 

Share of 
Total fee in 
Investment
s 

71.9
% 

8.2% 6.1% 
11.2
% 

10.2
% 

4.7% 3.3% 7.6% 9.0% 8.4% 

Source: Statistical Yearbooks - Environment of the Czech Republic 
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Note: CZK 1000 = EUR 40 

 

Financial instruments  

The State Environmental Fund SEF) is receiving funds from the EU (e.g. Cohesion Fund, European 

Regional Development Fund), the state budget, and fees from polluters (e.g., wastewater discharge 

and waste fees). SEF provides financial support through subsidies and loans for projects improving 

water, air, waste management, nature protection, environmental education, renewable energy, and 

energy-efficient buildings. 

SEF administers key subsidy programs like the EU Modernisation Fund, National Programme 

Environment, and Operational Programme Just Transition. The Modernisation Fund, which supports 

the implementation of BAT, is primarily funded by 2% of EU ETS emission allowances. It focuses on 

renewable energy, energy efficiency, and energy storage and distribution, with a minimum of CZK 300 

billion (~€12.35 billion) allocated to the Czech Republic for 2021-2030. 

The Modernisation Fund supports financial measures through separate programmes, with specific 

details to be defined over time. One key programme, ENERG ETS, focuses on improving energy 

efficiency and reducing greenhouse gas emissions in industries within the EU ETS.  

Companies are also eligible for financial support from other EU financial institutions and funding 

mechanisms described in previous chapters.  

 

Incentives for BAT implementation: practical examples 
 
The impact of applying the emission level coefficients on the fee payment is demonstrated in the 
following table, using the real case of Cement Plant Hranice. It is evident that the reduction in the 
total payment of EUR 53 435 is significant, equivalent to the average annual salaries of two 
employees. 
 
Table 9. Effects of BAT subsidies - Cement Plant Hranice 

 
BAT-
AEL 

ELV - 
perm
it 

Real 
concentrati
on (RI) 2023 

Shar
e of 
RI in 
ELV 

Fee rate 
coefficie
nt (Table 
3) 

Annual 
emissi
on 

Fee 
rate 

Payme
nt 
withou
t 
subsidy 

Subsidiz
ed 
payment 

 
mg/
m3 

mg/
m3 

mg/m3 %  t/year 
EUR/to
n 

EUR EUR 

Dust - 
kiln 

10 - 
20 

20 

Kiln: 1.2 
Mills: 2.28 
Cooling: 
0.04 
 

< 50 0 13.89 588 8 167 0 

Dust 
– 
coolin
g and 
millin
g 

10 - 
20 

Dust - 
other
s 

10 10 Appr. 5 
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SO2 
50 – 
400 

400 18.7 4.67 0 30.35 196 5 959 0 

NOx 
400 – 
800 

450 310.6 69.0 0.5 503.96 156 78 618 39 309 

Total        92 744 39 309 
 

 

 

Key takeaways  

• Air and water pollution fees and waste landfill fees are the main incentive 
in the Czech Republic to implement BAT with parameters better than the 
minimum required by the law. This is particularly evident in the case of 
air pollution fees, which decrease linearly and, if the actual pollution 
emitted drops to 50% or less of the emission limit, fees drop to zero. The 
revenue from fees pollution plays, besides its incentive effect, a non-
negligible role in financing, especially in the case of investments. 
Financial instruments (including a number of EU financial instruments), 
implemented mainly by the State Environmental Fund, are primarily 
focused on reducing greenhouse gas emissions through fuel switching 
and increasing energy efficiency. However, a desirable by-product is also 
the reduction of air pollutant emissions from installations regulated by 
the IED.  
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Lithuania 

National Environmental Snapshot: Lithuania 
 

• Lithuania has a very low share of coal in its energy mix and generates coal-free electricity. It 
also has a high share of renewable electricity generation, but limited potential for further 
reduction in GHG and air pollutant emissions.  

• Lithuania has lower per capita emissions of TSP, PM2.5, and NMVOC, but higher per capita 
emissions of SOx, NOx, and NH3 compared to the EU-27 average. 

• Between 1990 and 2023, Lithuania significantly reduced emissions of major air pollutants, 
including TSP (89.9%), PM10 (89.0%), PM2.5 (88.5%), SOx (97.2%), NOx (82.4%), NMVOC 
(70.6%), and NH3 (49.5%), driven by economic changes, EU regulations, and technological 
upgrades.  

• CO2 emissions (excluding LULUCF) dropped by 62.5% from 1990 to 2022.  

• Wastewater pollution from point sources decreased significantly, with Biochemical Oxygen 
Demand over 7 days (BOD7) discharge down by 70% and total suspended solids falling by 
42%.  

• The volume of discharged wastewater decreased by 47%, and wastewater treatment 
increased to 95.2% in 2023. 

• Between 2004 and 2023, Lithuania's waste generation averaged 6.33 million tons annually, 
with 72.9% of waste regenerated or recycled. Material utilisation increased, peaking at 
27.4% in 2022.  

• Environmental investment as a share of GDP decreased from 1.1% to 0.4% between 2012 
and 2022. 

• In 2022, enterprise investment in environmental conservation dropped by 35.6%, with 43% 
directed to water and wastewater management, 21.5% to waste management, and 14.2% 
to renewable energy production.  

• The largest share of investment came from enterprises in water collection and 
manufacturing. 

 
Table 10 Numbers of IED installations in Lithuania, 2025 

No Category Number 

 All installations  229 

1 Energy industries 21 

2 Production and processing of 
metals 

1 

3 Mineral industry 5 

4 Chemical industry 12 

5 Waste management 75 

6 Other activities 115 

Source: Environmental Protection Agency, IPPC list 202571 
 

Regulatory framework 

 

71 Environmental Protection Agency (Lithuania). (n.d.). Integrated pollution prevention and control permits, 

available at:  https://aaa.lrv.lt/lt/veiklos-sritys/tarsos-prevencija/paraiskos-tipk-leidimams-gautipakeisti-ir-tipk-

leidimai/tarsos-integruota-prevencija-ir-kontrole1/.  

 

https://aaa.lrv.lt/lt/veiklos-sritys/tarsos-prevencija/paraiskos-tipk-leidimams-gautipakeisti-ir-tipk-leidimai/tarsos-integruota-prevencija-ir-kontrole1/
https://aaa.lrv.lt/lt/veiklos-sritys/tarsos-prevencija/paraiskos-tipk-leidimams-gautipakeisti-ir-tipk-leidimai/tarsos-integruota-prevencija-ir-kontrole1/
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Lithuania has incorporated the Directive (EU) 2024/1785) into national law through various regulations 

on air quality, water, waste management, and pollution control, ensuring industrial compliance with 

Directive (EU) 2024/1785) standards. The Law on Environmental Protection provides the general 

framework for enforcement, while the 2013 Rules for Integrated Pollution Prevention and Control 

permits focus on emission control and the use of BAT.  

Sectoral legislation regulates specific environmental areas: the Law on Air Protection governs emission 

standards, the Law on Water manages wastewater discharge and quality standards, and the Law on 

Waste Management covers waste incineration and general waste handling. Secondary legislation 

further defines emission limits, monitoring, BAT procedures, and permit conditions in accordance with 

the Directive (EU) 2024/1785). 

The Ministry of Environment is the main regulatory authority, with the Environmental Protection 

Agency responsible for issuing IPPC permits. The Pollution Prevention Department (PPD) coordinates 

integrated permitting, while the Environmental Protection Department enforces compliance. The 

National Public Health Centre, under the Ministry of Health, supervises health-related compliance, 

including noise and odour. 

Economic instruments 

Overall, as of year 2025, 32 economic instruments are implemented in Lithuania. Tools that support 

the implementation of BAT in practice include pollution fees (from stationary sources, landfilling of 

waste), grants and preferential loans and guarantees. Fees for environmental pollution from stationary 

sources are laid down in the Law on Environmental Pollution Tax. Additionally, the revenue generated 

from these fees plays a significant role in financing, particularly for investments. 

Table 11 Economic instruments in Lithuania, 2025 

Fees (payments, levies) 

Fees for pollution  

• Fees for environmental pollution from stationary sources cover pollution into: 

o ambient air 

o water bodies 

o soil (ground) and subsoil 

• Fee for environmental pollution from mobile sources 

• Fee for environmental pollution from product waste 

• Fee for environmental pollution from packaging waste 

• Fee for environmental pollution due to waste disposed of at landfill sites 

• Fee benefits (reductions or exemptions from environmental pollution fees that apply when 
operators achieve verified emission reductions) 

Fees for the use of natural resources 

• Fee for groundwater abstraction 

• Fee for the extracted mineral resources 

• Fee for the extracted soils (subsoil) 

• Fee for use of surface water 

User payments 

• Fee for municipal waste management service 

• Fee for municipal wastewater treatment services 

Administrative fees for issuing permits 

• Fee for environmental permit 

• Fee for registration in the list of surface water users  
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• Fee for permits for the exploitation of underground (land depth) resources or cavities 

• Fee for authorisation to explore the Earth's depth 

• Fee for authorisation to explore carbon dioxide geological storage complexes 

Excise  

• Excise tax on energy products and their carbon dioxide (CO2) emissions 

• Excise tax on coal, coke, lignite, peat for heating 

• Excise benefits  

Markets with tradable quotas and limits 

• EU ETS 

Grants 

• National funding (Funds of Environmental Support Programme, Climate Change 
Programme, Waste Prevention and Management Programme) 

• EU funding 

Preferential loans and guarantees 

• UAB ILTĖ - National Development Bank of the Republic of Lithuania 

• International Financial Institutions  

Deposit-refunds systems (glass, metal, PET packaging) 

Environmental insurance (waste management, industrial accidents) 

After-care funds (landfills) 

Customs (EU level) 

 

The environmental pollution fee for air pollution from stationary sources is paid by the operator, based 

on the amount of pollutants emitted in tonnes. Fees for environmental pollution from stationary 

sources are laid down in the Law on Environmental Pollution Tax72. The fee is calculated by multiplying 

the emission amount by the fee rate and an Indexation Coefficient. If emissions exceed the permitted 

limits, higher rates apply.  

The revenue is split, with 30% going to the state budget and 70% to the local municipality. Tax 

reductions are available for using biofuels or implementing measures that reduce emissions by at least 

5%, valid for up to 3 years, but not if state funds were used.  

The environmental pollution fee for water pollution from stationary sources is paid by the operator of 

the establishment discharging wastewater. The fee is based on the amount of pollutants released, with 

benefits for reducing emissions by at least 5%, valid for 3 years. If pollutant levels exceed limits, higher 

rates apply. Revenue is split, with 30% going to the state budget and 70% to the local municipality. 

Reduced fees apply when environmental measures reduce pollutant release from stationary sources 

by at least 5% (if below the permitted limit), exempting fee payers from the pollution fee for these 

reductions for up to three years. The fee is based on the amount of pollutants released into the 

environment with wastewater, measured in tonnes, and is calculated by multiplying the pollutant 

amount by the set fee rate and an Indexation Coefficient. The benefit does not apply if state budget 

funds were used for the environmental measure. If pollutants exceed permitted limits, higher fees are 

applied to the excess amount. The Indexation Coefficient is based on the consumer price index for the 

tax year, with the 2024 coefficient being 1.432. 

 

72  Republic of Lithuania. (n.d.). Law on Environmental Pollution Tax, available at: https://www.e-
tar.lt/portal/lt/legalAct/TAR.FFF9AE9162EE/asr.  
 

https://www.e-tar.lt/portal/lt/legalAct/TAR.FFF9AE9162EE/asr
https://www.e-tar.lt/portal/lt/legalAct/TAR.FFF9AE9162EE/asr
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Landfill operators are required to pay a yearly fee for environmental pollution from waste disposed of 

at landfills. Exemptions apply for the disposal of phosphor-gypsum waste, hazardous waste from 

incineration (including bottom and fly ash), and waste from chemically contaminated sites in 

hazardous waste landfills. 

Financial instruments 

Financial instruments, implemented mainly by the State Environmental Fund, are primarily focused on 

reducing GHG emissions through fuel switching and increasing energy efficiency. Their impact on the 

reduction of air pollutant emissions is limited (mainly due to an almost “coal-less” energy mix).  

To support the industry’s transition to climate neutrality and resource efficiency, various funding 

programs are in place. The 2021-2027 EU Funds Investment Programme (consisting of European 

Regional Development Fund, Cohesion Fund, European Social Fund+, Just Transition Fund), with a total 

budget of €8 billion, aims to help small and medium enterprises to reduce GHG emissions, improve 

energy efficiency, and promote sustainable innovation through use of loans, guarantees and venture 

capital and equity instruments.  

The Modernisation Fund focuses on energy system modernisation, with Lithuania receiving around 

€2.55 billion for renewable energy and energy efficiency investments, such as production and use of 

renewable energy sources, including renewable hydrogen, generation of heat and/or cooling from 

renewable energy sources, reducing combined heat and electricity consumption, energy storage, 

modernisation of energy networks and support for low-income households, including those in rural 

and remote areas, to combat energy poverty as well as activities outlined in Lithuania's Territorial Just 

Transition Plan for fossil fuel-dependent regions, supporting worker relocation, retraining, upskilling, 

education, job search initiatives, and startups, while maintaining dialogue with civil society and social 

partners. 

The Climate Change Programme was created to fund climate change mitigation and adaptation 

projects through revenue from the sale of greenhouse gas emission allowances (part of the EU ETS), 

including funds from Assigned Amount Units (AAUs), auctions, penalties, and voluntary contributions. 

The funds are used for energy efficiency projects, promoting renewable energy and eco-friendly 

technologies, development cooperation projects in developing countries, public education on climate 

change, and implementing the National Strategy for Climate Change Management. In 2021, €10 million 

was allocated to support BAT projects, including cleaner production technologies for EU ETS industries 

and low-emission technologies for non-ETS companies.  

The Environmental Protection Support Programme funds national and municipal environmental 

projects, including cleaner production technologies and industrial modernisation to meet BAT 

standards, environmental monitoring systems, raising public awareness, and strengthening 

compliance with environmental law. It is financed through natural resource and pollution charges, 

fines for environmental violations, revenues from administrative penalties, voluntary donations, and 

other sources.  

 
The Climate Change Programme (the CCP) to promote BAT implementation in Lithuania 
 
The CCP is a special programme for climate change established in January 2019 by the Law on 
Financial Instruments for the Management of Climate Change. The CCP funds also projects which 
are implemented by industrial facility operators and promote the use of renewable energy sources 
and introduce environmentally friendly technologies.  
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The Government of the Republic of Lithuania has authorised the Ministry of Environment to manage 
the funds of the CCP. For the use of the CCP funds, the Ministry prepares an annual estimate and 
identifies the funding areas along with the amount of funding allocated. Once the annual estimate 
of the CCP is adopted, the Ministry of Environment prepares a plan outlining the annual estimate, 
setting out the allocation of funds between financing instruments and other financing conditions 
(e.g., the project selection methods, criteria, eligible applicants, etc.). After adoption, the process is 
managed by the Environmental Protection Management Agency (EPMA) under the Ministry of 
Environment, which publishes calls for tenders under the financial instruments provided for in that 
year.  
 
The process is organised in such a way that the EPMA is responsible for publishing calls for project 
applications on its official website. It also evaluates the applications received and signs agreements 
with successful applicants.  
 
Example call for applications “Decarbonisation of industry” 
 
The call for applications under the measure “Decarbonisation of Industry” opened in July 2025 for 
Lithuanian legal entities in the manufacturing sector to support a transition to a climate-neutral 
economy. The call budget is €42 million, with grants of up to €10 million per project (minimum 
€25,000). Funding intensity is capped at 30% (large), 40% (medium), and 50% (small/very small) of 
eligible costs. 
Key eligibility conditions include: registration in Lithuania; manufacturing activity; no 
bankruptcy/restructuring; compliance with national public procurement rules; no double financing; 
legal rights to the project site; and not being an “enterprise in difficulty” under EU rules. Minimum 
annual income thresholds apply (≥€300,000 for large; ≥€145,000 for medium/small/very small). 
Applicants must complete a mandatory energy audit, and only one application per applicant is 
allowed. 
Eligible costs cover new equipment/technologies that improve energy efficiency and reduce GHG 
emissions (typical process energy savings 11–99% per year). In leasing cases, only the investment 
component (vs. less efficient equipment) is eligible. Fossil-fuel-based measures (e.g., diesel, 
gasoline, natural gas) are ineligible. Applications must include the audit report, energy/GHG savings 
calculations, cost estimates (e.g., commercial offers), and a technical description with key 
performance and reduction indicators (including VOCs where relevant). 
 
 

 

 

Key takeaways  

• Main tools applied as incentives to support the implementation of BAT 
are fees for pollution (from stationary sources, landfilling of waste), as 
well as grants (mainly provided via EU funding schemes) and preferential 
loans and guarantees.  

• Most financial support schemes are targeting GHG emissions, other 
environmental benefits are seen as a positive additional impact.  
The main regulatory authority for the implementation of IED in Lithuania 
is the Ministry of Environment (MoE) and the Environmental Protection 
Agency, which is responsible for issuing the IPPC permits. The MoE has a 
mandate from the Government to administer the National Climate 
Change Programme, which promotes BAT implementation. Its executive 
agency is responsible for publishing calls, evaluating submitted 
applications, monitoring project implementation and executing 
payments. 



 
 

11. Annex D. Stakeholder mapping  
Stakeholder group Stakeholders to include Role in BAT implementation and incentives Influence 

Regulated industry (target 

operators) 

Industrial sectors: energy generation, metallurgy, 

minerals and cement, chemicals, waste management, 

food processing, intensive livestock farming, other 

BAT-relevant sectors 

Implements BAT, provides cost, feasibility and operational 

insights, participates in pilots, key source of evidence for 

incentive design 

Very high 

Business associations and 

chambers 

Sector associations, chambers of commerce, 

employer organisations 

Aggregates industry needs, disseminates guidance, supports 

training, channels advocacy messages to policymakers 

High 

Commercial finance Commercial banks, leasing companies Provides loans/leasing for BAT investments, monitoring 

equipment and upgrades, influences affordability and uptake 

High 

International finance and donor 

programmes 

EBRD, World Bank Group, EU programmes, bilateral 

donors 

Provides blended finance, grants, risk-sharing, technical 

assistance and capacity building, supports early-mover 

incentives 

High 

Insurance and risk-sharing 

mechanisms 

Insurance companies, risk-sharing facilities Can reduce perceived technology, downtime and investment 

risks, supports bankability of BAT projects 

Medium 

Civil society organisations Environmental NGOs, community groups, consumer 

organisations 

Public oversight, transparency, community engagement, 

advocacy for cleaner production and equitable incentives 

Medium–

High 

Academia and technical experts Universities, research institutes, technical experts Training, research, sector-specific guidance, cost–benefit 

analysis, and methodological support 

Medium 

General public and affected 

communities 

Residents in industrial areas, workers, local 

communities 

Beneficiaries of improved air quality, shapes social licence to 

operate, provides feedback on local impacts 

Medium 

Municipalities and local 

authorities 

Municipal governments (especially in industrial areas) Local interface for communities, supports public hearings, 

facilitates local planning and communication 

High 

Public finance and enterprise 

support institutions 

Enterprise Georgia, Development Fund of Georgia Channels concessional finance, grants and support 

programmes, potential host for BAT-aligned financing windows 

High 
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Financial regulator National Bank of Georgia Enables green finance ecosystem, integrates 

climate/environmental risk approaches, supports sustainable 

finance alignment 

Medium–

High 

Legislature Parliament of Georgia Adopts legal amendments enabling incentives, enforcement 

architecture and long-term policy instruments 

Medium–

High 

Competent authority for 

environmental assessment and 

monitoring 

National Environmental Agency Oversees environmental monitoring, data systems, 

measurement and reporting, ensures reliability of compliance 

evidence 

Very high 

Inspectorate and compliance 

control 

Department of Environmental Supervision Conducts inspections, enforces compliance, supports risk-based 

and performance-based approaches 

Very high 

Environmental information and 

outreach 

Environmental Information and Education Centre Public information, awareness, transparency, potential host for 

BAT information platforms and training 

Very high 

National quality infrastructure Georgian Accreditation Center, Georgian National 

Agency for Standards and Metrology, accredited 

testing and inspection bodies 

Ensures measurement traceability, accreditation and reliability 

of monitoring and verification 

High 

National statistics and indicators National Statistics Office of Georgia Provides environmental and industrial statistics used for 

indicators, reporting and evidence-based policymaking 

Medium 

Health and labour authorities Ministry of Internally Displaced Persons from the 

Occupied Territories, Labour, Health and Social 

Affairs, Labour Inspection Office 

Supports health framing, worker protection and co-benefits, 

complements environmental enforcement 

Medium 

Judiciary and enforcement chain Courts of Georgia, Prosecutor’s Office Ensures deterrence and credibility of enforcement when 

violations escalate 

Medium 

Central government 

(environment policy and 

legislation) 

Ministry of Environmental Protection and Agriculture Oversees industrial emissions and BAT policy, coordinates legal 

acts, defines monitoring and reporting requirements 

Very high 

Central government (economic 

and industrial policy) 

Ministry of Economy and Sustainable Development Links BAT with industrial modernisation, supports design and 

delivery of incentive mechanisms 

High 



70 
 

Central government (public 

finance and fiscal instruments) 

Ministry of Finance, Revenue Service Designs and administers tax/customs measures, assesses 

feasibility of fiscal incentives 

High 

Central government (heritage 

and cultural sites) 

Ministry of Culture Participates in permitting where cultural heritage 

considerations apply 

Low 



 
 

 


