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Executive Summary 
This Note analyzes current activation and graduation policies, associated challenges and recommendations for activation based on desk research, consultations and data exchange with key policy makers and policy implementers from the Ministry of Internally Displaced Persons from the Occupied Territories, Labor, Health and Social Affairs (MILHSA) of the Republic of Georgia. The Note provides an overview of the key design and functional characteristics of Georgia’s last resort social assistance program (the Targeted Social Assistance / TSA), its key performance indicators and possible (dis)incentives to work associated with receiving the TSA. The Note provides a synopsis of the policy and institutional set up for planning and delivery of activation measures, as well as the activation programs and services offered by the Georgian government, and their potential to allow an integrated approach to address the economic and social challenges faced by the poor and vulnerable when they try to access the labor market. The Note summarizes key supply- and demand-side challenges to activation, and suggests a roadmap with recommendations on policies and actions which would help enhance activation policies and expand activation and graduation measures in Georgia in the short- and medium term.
Georgia has undergone significant social and economic transformations over the past 25 years, achieving middle‐income status, dramatically reducing extreme poverty, and implementing social policies to support its poorest regions and segments of the population. Economic growth was driven primarily by consumption and high rates of investment, and took place despite numerous shocks globally and in the region. Growth prospects are positive due to strong exports underpinned by regional recovery and coupled with fiscal reforms. Georgia reduced poverty, especially in the past decade due to pro-poor social policies, increase in labor income and economic opportunities. Challenges remain however, especially with respect to high poverty incidence in rural areas, high inequality, lower level of education compared to other European countries, and rapidly shrinking workforce due to aging, decreasing fertility, and emigration.
Georgia is operating a well performing last-resort income support program in terms of benefit incidence, coverage of the poor and capacity to reduce the poverty headcount and poverty gap, which is being reformed to avoid work disincentives and promote activation and graduation of beneficiaries. The TSA is being reformed continuously to improve the poverty targeting methodology, improve adequacy and prevent unintended work disincentives which could be embedded in the TSA design. The MILHSA is developing an Activation Strategy to link TSA beneficiaries with activation services to move them out of welfare dependency to self-sufficiency. Possible work disincentives could stem primarily from the TSA benefit package, and affect the ‘activable’ individuals in TSA beneficiary households who are estimated at around 145 000 persons, or around 15 percent of the working age population currently out of the labor force. Around half of the TSA beneficiary households have at least one member who is work-able, inactive, not in school, not disabled, without caring duties, and can be activated.
The Government’s commitment to linking TSA beneficiaries with employment activation services as a means of putting them on a path to self-sufficiency has already materialized in concrete policies, such as mandatory registration as job seekers and income disregards. Since 2017, TSA beneficiaries who are not working but are work-able are obliged to register as jobseekers in the Worknet online portal of the Social Services Agency, otherwise, registration of the household in the social registry would be suspended entailing loss of eligibility for TSA and associated benefits and rights. In order to encourage the transition from TSA to work, the benefit is not suspended in case of employment of a socially vulnerable family member.  TSA is received during the next 12 months irrespective of the wage income. After that, for 12 more months, the family can retain the child benefits, non-monetary benefits and other benefits attached to the rating score. Nonetheless, inactivity rates, under-employment and informal employment remain high, hence the dependency on TSA. This is in part due to the lack of jobs opportunities suitable for TSA beneficiaries that would offer income stability in terms of contract length and pay. Seasonal and casual jobs are not attractive compared to the stable and predictable TSA benefit (and related additional benefits that being scored would imply). In addition, the design of active labor market programs (ALMPs) is not tailored to the characteristics and constraints of TSA beneficiaries and the scale of these programs is small which results in negligible participation of TSA beneficiaries in ALMPs.
In the past several years, Georgia is undertaking steps to improve labor market policies and institutions. A concept of a new model of employment support services has been developed and is already implemented in four regions. New National Labor and Employment Strategy 2019-2023 is adopted, along with Strategy Realization Action Plan and an Activation Strategy to link work-able TSA beneficiaries to labor market integration services is being drafted. These efforts are complemented with creating a Labor Market Information System (LMIS), and an online portal for job search, job matching and recruitment (Worknet). In 2013, the Labor and Employment Policy Department was set up within the MILHSA for policy making and the Employment Programs Department was set up under the Social Services Agency for program implementation. An Employment Services Act is under preparation aiming to transform the Social Services Agency into a modern and efficient public employment service. However, institution building is not complete. Despite that the Worknet portal has attracted interest since its initiation in 2013, its possibilities are not yet fully used, especially by employers. The MILHSA Activation Strategy is not yet prepared to specify the strategic vision and challenges related to enabling and demanding conditions, targeting of beneficiaries, activation instruments, institutional setup and institutional coordination. There is evidence on limited opportunities for lifelong learning (LLL), vocational education and training (VET) and employment support services in Georgia, especially in the regions. A holistic vision of education and active intermediation and matching between labor supply (education / training and LLL) and labor demand (economic and private sector development) are missing, also aggravated by the lack of well-functioning skills anticipation and matching mechanisms.
Georgia is implementing two state ALMPs aimed at improving participants’ skills and competitiveness on the labor market - Professional Training and Retraining for Jobseekers and Employment Promotion Services, including counselling and career planning, and other, smaller in scale, ALMPs. Programs and services include intermediary services, individual and group counselling, career planning, employment support to vulnerable groups (including wage subsidy), job fairs and mass interviews, professional training and retraining, and internships. Hence, there has been an effort to provide holistic services (skills enhancement, job placement, and wage subsidies) to support the poor and vulnerable. Compared to other countries in the region, Georgia has made good progress in designing and implementing ALMPs which promote an integrated approach to address the economic and social challenges faced by the poor and vulnerable. However, significant challenges remain related to designing, implementing and program funding. The ALMPS are small and need to be scaled up with increased spending. Improvements in ALMP design are needed to effectively reduce labor market constraints and foster employment of the participants.  Furthermore, weak cross-sectoral communication and coordination among various implementation entities is another challenge the government should address. Lack of human resources, including lack of Social Services Agency consultants in the rural areas may affect ALMPs implementation and hinder opportunities for people to participate in trainings, get relevant skills, and increase their opportunities for labor market participation. 
The current economic landscape in Georgia presents a number of demand-side and supply-side challenges for jobs outcomes and activation. First, Georgia is not creating as many jobs as its economic growth would predict. Second, lacking are relevant skills and qualifications of the locally available workforce for the limited number of vacancies and new job openings. Third, political instability and lack of adequately skilled workers continue to be constraining factors to doing business. However, Georgia has one of the most enabling business environments relative to other countries in the region. Forth, the workforce is shrinking due to low fertility rates and outer migration, and high inactivity rates especially among young people and women. Finally, those who are working are employed in low-skill, low-quality and low-productivity jobs. Labor demand and labor supply policy reforms are needed for making existing jobs more productive, allowing productive firms to grow, and for including the current pool of inactive women and youth, and other vulnerable groups in the labor market. On the demand side, critical precondition for the success of activation and graduation measures is to have a dynamic LM with solid job creation and to tie benefits to job search. On the supply side, major challenge is the access to, scope and relevance of employment programs and measures for activation of vulnerable jobseekers and the institutional setup for their implementation. The analysis reveals gaps in the design of ALMPs, institutional and financing constraints to their implementation; lack of coordination among social protection and LM institutions; and weak monitoring and evaluations system. Potential disincentives could emerge from the TSA design and implementation. 






1. Objectives and Methodology 
The Policy Note objective. The aim of the Note is to advise the Government of Georgia on the options to orient their last resort Social Assistance (SA) beneficiaries and other vulnerable individuals towards activation and labor market participation, and how to further strengthen existing Active Labor Market Programs (ALMPs) in the country to better serve their beneficiaries.
The analysis is primarily based on desk research of key legislative and strategic documents, statistical data, and available reports. The analysis builds on reviews of key existing legislation and strategic documents recently adopted by the Government. In terms of desk research, in Georgia there has been several assessments, analyses of social assistance and labor market issues, including analyses of the last resort SA program (the Targeted Social Assistance / TSA) and ALMPs resulting in a number of recommendations on how these systems could further improve. This report concurs with a number of them, explores them further using newer data, and provides additional arguments. The Policy Note also incorporates findings from the South Caucasus and Central Asia[footnoteRef:1] Activation and Graduation Learning Lab workshops[footnoteRef:2] with representatives of the Ministry of Internally Displaced Persons from the Occupied Territories, Labor, Health and Social Affairs (MILHSA) about (dis)incentives to work in SA programs, activation and graduation of benefit recipients, ALMPs and how they could be further improved and implemented more efficiently.  The note takes into consideration opinions and advice of policy makers and experts from countries with advanced activation and graduation experience, researchers and other participants in the Learning Lab workshops. The Note intends to raise awareness among the key policy makers about the extent to which social welfare and labor market institutions are prepared for designing and implementing activation programs and measures for those who can work and support themselves.  [1:  Georgia, Azerbaijan, Kyrgyzstan, Uzbekistan, and Tajikistan are the countries which participate in the South Caucuses and Central Asia Activation and Graduation Learning Labs project.]  [2:  The project involved two workshops (in Baku, Azerbaijan on February 25-26, 2019 and in Vienna, Austria on June 17-18, 2019).] 

The Note is organized in the following sections. The second section depicts briefly the economic and poverty context, and recent LM and employment trends. The third section is dedicated to understanding SA policies and programs.  It looks specifically the TSA program from the perspective of (dis)incentives in its design for activation of able to work recipients. The fourth section discusses the existing Active Labor Market Programs (ALMPs) to promote activation and graduation, and the institutional set up for planning and delivery of activation measures. Section five recaps the challenges for activation stemming from the objectives, design and financing of the TSA and ALMPs. Section six makes recommendations on policies and actions which would help expand the activation and graduation policies in Georgia. 


2. Country Context
2.1. Growth and Poverty Trends
Georgia has undergone significant transformations over the past 25 years, achieving middle‐income status, dramatically reducing extreme poverty, and implementing social policies to support its poorest regions and segments of the population. Over the past decade, Georgia’s economy has grown robustly at an average annual rate of 4.5 percent (Figure 1, left) and by 4.7 percent in 2018 driven primarily by consumption and high rates of investment. Economic growth was despite numerous shocks, including the global financial crisis of 2007–08, the conflict with the Russian Federation in 2008, and the decline in commodity prices since 2014, which impacted key trading partners[footnoteRef:3]. Growth prospects are positive due to strong exports underpinned by regional recovery and coupled with fiscal reforms.  [3:  https://www.worldbank.org/en/country/georgia/overview.] 

While Georgia has reduced poverty, especially in the past decade, significant economic and social challenges remain. The poverty headcount ratio at the national poverty line dropped from 32.5 percent in 2006 to 21.9 percent in 2017[footnoteRef:4] (Figure 1, right).  Main drivers of poverty reduction were the Government’s social policies[footnoteRef:5], also the increase in labor income and economic opportunities. When measured with the international poverty line of US$ 3.20 a day, 16.3 percent of the population lived under the poverty line in 2017. Two-thirds of the poor live in rural areas[footnoteRef:6]. Furthermore, inequality has been declining in recent years however Georgia remains one of the most unequal countries in ECA with a Gini coefficient of 36.5 in 2016. Additionally, while the workforce has become more educated over time, it remains significantly behind other European countries. Lastly, the Georgian workforce is shrinking rapidly due to aging, decreasing fertility, and emigration.  [4:  World Development Indicators (WDI) 2019 database: https://databank.worldbank.org/views/reports/reportwidget.aspx? ReportName=CountryProfile&Id=b450fd57&tbar=y&dd=y&inf=n&zm=n&country.]  [5:  Social assistance including the old age social pension, TSA and the Universal Health Coverage.  ]  [6:  The reduction in poverty has been much more significant in urban areas compared to rural areas.] 

Figure 1: Recent trends in GDP growth (left) and poverty headcount ratio (right) in Georgia
 
Source: SPEED Database, World Bank

2.2.        Labor Market and Employment Trends
The current economic landscape in Georgia presents a number of demand-side and supply-side challenges for jobs outcomes. On the first place, Georgia is not creating as many jobs as its economic growth would predict. Despite the high average GDP growth rates, between 2005 and 2015, employment only grew by 0.29 percent, implying a 5 percent growth elasticity of jobs (compared to 34 percent worldwide). The employment to population rate stagnated[footnoteRef:7] at just under 60 percent in 2015-2018 (56.7 percent according to 2017 LFS) mostly due to presence of vast number of small firms in low productivity sectors which generally fail to grow and tend to fail. Second, political instability and lack of adequately skilled workers continue to be constraining factors to doing business. However, Georgia has one of the most enabling business environments relative to other countries in the region, ranking 9 out of 190 in the 2018 Doing Business report and carrying out more than 47 business friendly reforms since 2003[footnoteRef:8]. Third, a challenge is related to the shrinking workforce due to low fertility rates and outer migration, and high inactivity rates especially among young people and women. Finally, those who are working are employed in low-skill, low-quality jobs.  High is the concentration of workers in the agriculture sector (predominantly self-employed in subsistence agriculture) - roughly half of the total employment is in agricultural sector, 40 percent in services and 10 percent in manufacturing. As the majority of created jobs are in the traditional, low-productivity sectors, they contribute less to overall GDP growth[footnoteRef:9] and limit the demand for a highly educated workforce. Improving jobs outcomes is critical for Georgia to continue to grow and thrive. To become a high-income country, Georgia needs to continue its structural reforms. Labor demand and labor supply policy reforms are needed to convert the recent productivity trends into productivity growth, by making existing jobs more productive, by allowing productive firms to grow, and by including the current pool of inactive women and youth in the labor market.   [7:  Employment is stagnant, only growing in Tbilisi and few other key cities according to Posadas 2016. ]  [8:  World Bank. 2018. Doing Business: Republic of Georgia. ]  [9:  More details in: World Bank 2018. “Georgia at Work: Assessing the Jobs Landscape”, pg. 11-13. ] 

The overall demand for labor is low due to limited number of vacancies and job openings[footnoteRef:10] and lack of relevant skills and qualifications of the locally available workforce for vacant jobs[footnoteRef:11]. As employers demand both technical as well as generic/transversal skills from potential workers, core employability skills (e.g. creative thinking, communication, ability to work independently, teamwork, problem solving, and analytical skills), foreign languages and digital skills are widely sought after. The lack of entrepreneurship key competences and absence of a relevant coherent policy vision in the education system hinders stimulation of an entrepreneurial culture for youth and adults. Moreover, there is a growing demand for middle-skilled workers, which the education sector is not producing. [10:  According to the first LM demand survey done in 2015 by MILHSA.]  [11:  European Commission 2018. Action Document for Skills Development and Matching for Labor Market Needs. Annex 2.] 

Labor force participation and unemployment vary across gender and regions. The population of Georgia is 3.7 million (2018). The Labor Force (LF) consists of 2 million people, the LF participation rate was high by ECA regional standards - 67.7 percent (2018), including 78.6 percent for men and 57.7 percent for women. Labor Force Survey (LFS) data[footnoteRef:12] for 2017, is similar: 65.8 percent, 74.6 percent and 58.2 percent respectively. The unemployment rate dropped significantly to 11.6 percent in 2018, but still remains among the highest in ECA. Men face higher unemployment rates (15 percent of the male LF, 2017 LFS) compared to women (12.7 percent). Furthermore, unemployment is much higher in urban compared to rural areas[footnoteRef:13].  [12:  Labor Force Survey 2017, Geostat. The working-age population of reference is 15 and above.]  [13:  WDI 2019 database. ] 

Youth unemployment and high NEET rate remains an important concern in Georgia. Youth unemployment rate measured with the 2017 LFS is 29.6 percent[footnoteRef:14], more than double the overall unemployment rate (13.9 percent). Between 2006 and 2018, LF participation rate increased significantly (over 10 percent) for all age groups except for youth. Additionally, Georgian youth are showing high rates of inactivity compared to other ECA countries. 20 percent of young Georgians are not in employment, education or training (NEET)[footnoteRef:15]. Young women remain inactive and out of school for longer periods than their male peers. In addition, although secondary education attainment among 15-year-olds is more than 90 percent, only around 40 percent of them are functionally literate[footnoteRef:16]. Investment in human capital by linking the education and training systems with LM and reducing school dropout rates have been recognized as key challenges to reduce youth unemployment in Georgia. Young people with low educational attainment, especially those without professional education, are more likely to be affected by (long-term) unemployment, inactivity, or difficult school-to-work transitions than youth with vocational, secondary specialized, or university education.  [14:  The total youth unemployment rate in Georgia refers to age group 20-24 years old.]  [15:  NEET rates in Georgia refer to age group 15-30 and are based on World Bank calculations using Integrated Household Survey (HIS) 2016 data. They rate refers to the inactive NEET rate. Including unemployed NEETs would lead to higher NEET rates and lower gender gaps.]  [16:  World Bank 2018. “Georgia at Work: Assessing the Jobs Landscape”.] 

An important characteristic of employment in Georgia is the high level of informality. While the share of people working in the formal sector has increased over time, 51.8 percent of Georgians are employed in the informal. Most of this informality comes from the agriculture sector with higher incidence of informal agricultural employment for women compared to men. However, in informal non-agricultural employment 76 percent of all workers are men[footnoteRef:17]. With over 40 percent of the Georgian workforce engaged in agriculture, the level of informality in the country remains an important issue.  [17:  Azam 2018. “Informality in Georgia”, p. 11.] 

3. [bookmark: _Toc534335030]
Social Assistance Policies and Programs
Georgia has a comprehensive social protection system which played a key role in reducing poverty in the past decade. Most of the social protection programs are non-contributory, including the current universal pension which falls under social assistance. Georgia is just initiating a contributory pension scheme, a newly implemented 2019 pension law complemented the flat universal pension, including a benefit of approximately 18 percent of the average monthly income, with a contributory pension savings system[footnoteRef:18]. Georgia does not provide social insurance in case of unemployment; protection is possible subject to negotiation and labor contact conditions between employee and employer. The main social protection programs are summarized in Table 1. [18:  Starting from January 1, 2019 the accumulated pension system is mandatory for legally employed under 40 years old, meaning that they will be enrolled automatically. For the self-employed and those above the age of 40, enrolment is voluntary. The pension savings system applies to employees of both the public and the private sectors.] 

Table 1. Main social protection programs in Georgia
	SOCIAL ASSISTANCE AND SOCIAL SERVICES

	Old-age pension: universal flat-rate and unrelated to previous earning or work pension for men above 65 and women above 60 years of age

	Survivor’s pension: state budget financed and granted to children till the age of 18 in case of loss of bred winner, regardless of cause of death (industrial injury, occupational sickness, or non-work-related sickness or injury)

	Guaranteed minimum resources/last resort income support: TSA

	Disability: pension irrespective of whether incapacity is work related or non-work related; fixed rates for persons with severe degree of disability (1st group), children with disability(es) and persons with moderate degree of disability (2nd group). Social rehabilitation services for persons with disabilities

	Maternity/paternity: cash and in-kind benefits (leave) – a social insurance scheme financed by the SSA that provides non-earning related benefits to all employees; all residents are covered for maternity care, except for public servants, maternity care of which is paid by the public authority

	Benefits and services for Internally Displaced Persons (IDPs) from the occupied territories

	Family benefits: universal child benefit for the 3rd and each next child in the family until 2 years of age of the child – flat rate, which is higher for children living in high mountain areas; poverty targeted monthly child benefit since 2015 – targeted at around 40 percent of children between 0 and 15 years of age living in families with lower welfare scores

	Benefits and services for war veterans

	Social care services: mostly centralized universal system not linked to economic activity and/or payment of contributions, including institutional care for people with disability, for children deprived from parental care and for elderly; and alternative day care centers, small group homes, and community-based services; no benefits for informal carers  

	Myriad of social benefits administered at the local level (for example health exemptions, education exemptions, housing benefits, energy and transportation subsidies, certain social care services)

	CONTRIBUTORY PENSION AND EMPLOYER’S LIABILITY

	Contributory pension: as of 2019, mandatory for employed under the age of 40

	Employment injuries and occupational diseases: compensations for injuries caused by the fault of the employer

	ACTIVE LABOR MARKET PROGRAMS

	State Program on Training and Retraining and Qualification Raising of Jobseekers

	State Program on Employment Support Services / Wage Subsidies 

	Employment promotion services

	Intermediation services

	Job fairs and mass interviews

	Internship program to boost employment


Source: National legislation, as summarized in MISSCEO database 2018, extraction as of November 2, 2019.
Compared to other countries in the region and globally, Georgia stands out given the high spending on social assistance (SA)[footnoteRef:19] – 5.85 percent of GDP in 2013, mostly accounted by the non-contributory old age universal social pension (Figure 2).  Excluding pensions makes Georgia’s SA spending (at 1.2 percent of GDP)[footnoteRef:20] lower than the average for upper middle-income countries and for ECA[footnoteRef:21]. [19:  Article 4 of Georgia Law on SA defines it as “any monetary or non-monetary allowance intended for persons in need of special care, for deprived families or homeless persons”: https://www.matsne.gov.ge/ka/document/download/23098/7/en/pdf.]  [20:  World Bank 2019, Concept Note for South Caucasus Social Protection and Jobs Advisory Services & Analytics;]  [21:  Looking across groups of countries by income and region, the average SA spending as GDP share is: world – 1.54 percent; lower-middle income countries – 1.4 percent; upper-middle income countries – 1.6 percent; high income countries – 1.9 percent; OECD - 2.7 percent; ECA – 2.2 percent. World Bank. 2018. Closing the Gap: The State of Social Safety Nets 2017. Washington, DC, 2018.] 

Figure 2: Spending on social assistance and labor market programs, percentage of GDP 

[image: ]
Source: World Bank SPEED / ASPIRE database. 
The administration of different types of benefits and services is combined in a single institution – the Social Service Agency (SSA). SSA is subordinated to the Ministry of Internally Displaced Persons from the Occupied Territories, Labor, Health and Social Affairs (MILHSA) and implements its policies in support of the most vulnerable social groups. The Agency administers the state social and health programs ‘under one roof’ and maintains statistical databases, including the registry of TSA applicants and beneficiaries. The SSA has more than 2 000 employees in the central and 68 territorial offices who serve approximately 2.5 million Georgian citizens (about 60 percent of the population), including Universal Health Care (UHC) for approximately 25 percent of the citizens of Georgia, pensions and TSA for over a half and for around 12 percent of the population in Georgia respectively.  
The TSA has been a successful last-resort income support program in terms of coverage of the poor, targeting accuracy and poverty impact though its performance deteriorated in the past couple of years[footnoteRef:22]. Established in 2005, the TSA provides monthly cash transfer to poor households identified based on a proxy means test (PMT) assessment. As of October 2018, the TSA covered about 121 000 households, equivalent to about 450 000 people, which makes it the second largest SA program after the social pension in terms of coverage. The performance of the TSA program in reaching the poor has been deteriorating in the recent years due to both design and implementation aspects related to the scoring formula used to select beneficiaries. The TSA’s coverage of the poorest quintile went down from 46.3 percent in 2013 to 35 percent in 2017, nonetheless it remains on the high side when compared to the coverage of the poor achieved by other last-resort income support programs in ECA. The TSA targeting is pro-poor with 75 percent of the benefit budget accruing to the poorest 20 percent of the population in 2013 and 2017.  In 2013, the TSA reduced the poverty gap by 17 percent from the pre-transfer index which is high compared to the poverty gap reduction impact of last-resort income support programs in comparator countries. Even more impressive, and highest in ECA, appeared TSA’s capacity to reduce poverty headcount – by 67.4 percent of the pre-transfer index[footnoteRef:23]. The SSA identifies the TSA beneficiaries[footnoteRef:24] and maintains a live database / social registry with key information on all applicant households - Unified Database of Socially Vulnerable Households (UDSVH). Applicants can register on a continuous basis and are recertified at least every four years[footnoteRef:25]. Any household in Georgia can apply for TSA, the ones that pass the PMT receive it.  [22:  The TSA performance indicators are identified with 2013 Integrated Household Survey (IHS) data and with 2017 Household Income and Expenditure (HIES) data processed with SP ADEPT. Part of the changes in indicator values may be due to changes in the underlying household survey data.]  [23:  World Bank SPEED / ASPIRE database. ]  [24:  Details on eligibility score and benefit amount on: http://ssa.gov.ge/index.php?lang_id=ENG&sec id=35&info id=886.]  [25:  In some cases, recertification occurs sooner. For example, if the household appeals the first evaluation of its PMT score, if the address of the household changes, or if there is a change in household composition.] 

The Government acknowledges the need to continue improving the efficiency of the TSA program[footnoteRef:26]. In 2015, it reformed the TSA to implement a more stringent and objective eligibility criteria[footnoteRef:27], introduced a scheme of differentiated TSA levels of benefits by score, and announced a Child Benefit Program. In 2013 the amount of the assistance has been doubled to 60 GEL (US$ 20.24) for the primary beneficiary and 48 GEL (US$ 16.20) for each member of the household. While these reforms had an important impact on who is benefitting from the program and the benefit amount, latest evidence indicated that there is scope to update the scoring formula, better approximate agriculture income and improve its implementation procedures. Currently, benefits are provided to households with a welfare score below 65 000. The amount of cash benefit is graded[footnoteRef:28] in line with the households’ welfare score – the maximum amount is 60 GEL a month per person while the minimum is 30 GEL (US$ 10.12) a month per person[footnoteRef:29]. In addition, as of 2019, all households with a welfare score between 0 and 100 000 receive 50 GEL (US$ 16.86) a month for each child under 16 years old. Before 2019, the allowance for children was 10 GEL (US$ 3.37) for the households with same scores. New delivery mechanism for the increased child benefit (‘’Child Nutrition Card’) is introduced to guarantee spending the money on children[footnoteRef:30].   [26:  This section draws from: World Bank 2016, “Continuous Improvement: Strengthening Georgia’s Targeted Social Assistance Programs”; Carraro, L., M. Honorati, and A. Marguerie. 2019, Assessing Potential Work Disincentives in the Targeted Social Assistance System in Georgia; World Bank 2019, Concept Note for South Caucasus Social Protection and Jobs Advisory Services & Analytics; and Ministry of Internally Displaced Persons from the Occupied Territories, Labor, Health and Social Affairs of Georgia. Employment and Social Policy. Recent Developments, May 2019. ]  [27:  In the 2015 reform, the PMT for the Program was revised to capture more objective information to measure income and assets. To achieve this, the household information is cross-checked with various databases including the Ministry of the Interior (car registration), the gas and electricity companies, revenue service, and customs control, among others. ]  [28:  Four different rates between 30 and 60 GEL, the highest rate is for families with a score below 30 000.]  [29:  Before the changes, the threshold eligibility score for the assistance was 57 001 for all households, and the amount of the assistance was the same for all households - 30 GEL for the primary beneficiary and 24 GEL (US$ 8.10) for every other member of a household (since 2015 the benefit amount is the same for each member of the household except children).]  [30:  The child benefit will be allocated to a ‘’Child Nutrition Card" which can be used only for purchasing food products in registered by SSA stores. Beneficiaries will be more than 144 00 children. Simulations indicate that extreme poverty among children will be reduced from 6.8 percent to 4.5 percent (Assessing Potential Work Disincentives in the Targeted Social Assistance System in Georgia, and Ministry of Internally Displaced Persons from the Occupied Territories, Labor, Health and Social Affairs of Georgia. Employment and Social Policy. Recent Developments, May 2019).] 

The MILHSA is concerned with possible unintended work disincentives resulting from social assistance, and is developing an Activation Strategy to link TSA beneficiaries with activation services to move them out of welfare dependency to self-sufficiency. Linking work-able TSA beneficiaries with labor market integration services is a new concept which envisions an improvement in the approach of MILHSA to social assistance relative to some of the country’s passive and traditional programs, and lays the groundwork for a more integrated strategy to address the deprivations of the poor and vulnerable in Georgia[footnoteRef:31]. Also, it promotes regular interaction and stronger coordination between the Department of Labor and Employment Policy and the Department of Social Affairs within the Ministry for a united approach to delivering services. Finally, relative to past programs, it advocates for a more tailor-made approach to better address the multi-dimensional nature of poverty and different poverty exit strategies based on the household unit and vulnerable groups in Georgia. [31:  The idea would be to set up a contract between the Government and the citizen, thereby representing a much more active approach to social welfare from both the Government and citizen. Traditionally, welfare benefits in Georgia have been granted unconditionally to citizens, which were passive receivers of Government support. ] 

Unintended work disincentives could stem primarily from the TSA benefit package[footnoteRef:32] which includes not only the TSA benefit itself but also the monthly child benefit and a set of locally administered benefits and entitlements which are received by TSA beneficiaries (food distribution, education fee waivers, housing benefits, transport discounts, exemptions on health expenditures among others). The eligibility to these benefits is determined based on the same PMT scoring system used for the TSA, at different eligibility thresholds. To estimate the combined effect of the TSA and local benefits, the World Bank recently conducted a mapping of all social protection-related benefits administered at the local level in the Tbilisi capital area collecting information such as the number of beneficiaries, eligibility score, other eligibility criteria. An analysis of the combined impact on labor force participation and other employment outcomes was conducted on the 2016 Household Income Survey (HIS) 2016 by simulating the coverage of the local benefits (not collected in the HIS) which found no evidence of work disincentives[footnoteRef:33]. Another recent analysis of incentives and disincentives to work embedded in TSA design[footnoteRef:34] does not provide evidence of financial work disincentives at the national level. There could be limited cases where work disincentives may arise (for example in the case of households with many children). However, earlier World Bank analysis (from 2015) suggests that the TSA program generates work disincentives for young women and those living in rural areas[footnoteRef:35].   [32:  World Bank 2019, Concept Note for South Caucasus Social Protection and Jobs Advisory Services & Analytics.]  [33:  Carraro, Honorati and Marguerie 2019, forthcoming. “Assessing Potential Work Disincentives of the Targeted Social Assistance System in Georgia”.]  [34:  Carraro, L., M. Honorati, and A. Marguerie 2019. Assessing Potential Work Disincentives in the Targeted Social Assistance System in Georgia.]  [35:  Santos et al 2015. “The Impact of Targeted Social Assistance of Labor Market in Georgia: A Regression Discontinuity Approach”. According to this study, among women who are TSA beneficiaries, the LF participation rate is 59 percent compared to 62 percent among women in non-beneficiary households. The difference is not very high for men. The study also highlights that the disincentives are particularly high among young women who are married and / or have children. Furthermore, they are also less motivated to work compared to women who are not TSA beneficiaries. Women in rural areas have numerous LF participation constraints, hence are not fully activable unless those constraints are addressed.] 

Possible work disincentives would affect the activable individuals in TSA beneficiary households. According to recent World Bank staff analyses[footnoteRef:36], around 145 000 individuals in TSA households are estimated to be “activable” (work-able, inactive not in school, not disabled, without caring duties), who represent around 15 percent of the working age population currently out of the LF[footnoteRef:37]. Half of the TSA beneficiary households have at least one member who can be activated. More of them are found to live in urban areas, are women and are married. Prevail those between 30 and 62 years of age and with secondary education. Over 40 percent of the activable women are out of the LF due to family obligations while over 40 percent of men are discouraged. Recent profiling of able to work TSA beneficiaries has identified two priority groups for activation: activable with high education - they face lowest employability challenges; and low educated youth (aged 18-34) living with at least one employed adult – they appear more willing and ready to engage in training and/or to participate in ALMPs[footnoteRef:38]. In the context of the Activation Strategy development, there is a need to further profile potential sub-groups within the work-able TSA beneficiaries using most recent data[footnoteRef:39] for the identification of potential activation strategies specific to these sub-populations, and for offer of concrete LM intermediation services to them.  [36:  See for example: Gonzalez, Sarah Berger 2018. Inputs for the Development of a Strategy for Activating Targeted Social Assistance Beneficiaries in the Republic of Georgia. World Bank, Washington, DC.; and Carraro, L., M. Honorati, and A. Marguerie. 2019. Assessing Potential Work Disincentives in the Targeted Social Assistance System in Georgia. World Bank, Washington, DC.]  [37:  Carraro, L., et al. ]  [38:  Quoted after: Mohamed Ihsan Ajwad and Sarah Berger Gonzalez 2018. Defining Work Abled TSA beneficiaries. Profiles of TSA Beneficiaries. May 2018.]  [39:  For instance, 2017 Welfare Monitoring Survey (WMS) data, and most recent TSA administrative data (UDSVH).] 

The Government’s commitment to linking TSA beneficiaries with employment activation services as a means of putting them on a path to self-sufficiency has already materialized in concrete policies, such as mandatory registration as job seekers and income disregards. On the first place, in order to decrease the dependence on social assistance, since 2017, TSA beneficiaries who are not working but are work-able are obliged to register as jobseekers in the Worknet online portal of the SSA, otherwise, registration of the household in the social registry will be suspended[footnoteRef:40]. The non-working able-bodied member(s) of a family/ household are obliged to register with the Worknet until the 30th day following the evaluation of the social–economic position of the respective family/ household. If a non-working able-bodied member of a family/ household cancels his/her registration as a job seeker (his/her profile in the Worknet), his/her family/ household gets deregistered from the UDSVH database after expiry of 3 months after the cancellation/deregistration. Secondly, the MILHSA has introduced incentives for activation in the design of TSA. In order to encourage the transition from TSA to work, the benefit is not suspended in case of employment of socially vulnerable family member. It is kept for the next 12 months irrespective of the wage income. After that, for 12 more months, the family can retain the child benefits, non-monetary benefits and other benefits attached to the rating score. In case of loss of income, re-assessment and return to TSA is possible[footnoteRef:41].  These policies represent important steps to reduce work disincentives among TSA beneficiaries. Nonetheless, inactivity rates, under-employment and informal employment remain high, hence the dependency on TSA. This is in part due to the lack of jobs opportunities suitable for TSA beneficiaries that would offer income stability in terms of contract length and pay. Seasonal and casual jobs are not attractive compared to the stable and predictable TSA benefit (and related additional benefits that being scored would imply).  In addition, the design of ALMPs is not tailored to the characteristics and constraints of TSA beneficiaries and the scale of these programs is small which results in negligible participation of TSA beneficiaries in ALMPs. [40:  Decree of the Government of Georgia N 145 July,28, 2006 On Implementation Social Assistance Programs and Resolution N 270 of the Government of Georgia, June 1, 2017 - webpage, 02. 06. 2017. ]  [41:  Ministry of Internally Displaced Persons from the Occupied Territories, Labor, Health and Social Affairs (2019), Employment and Social Policy. Recent Developments, May 2019. Workshop on Activation and Graduation Learning Labs & Indicators and Tools to Assess Social Protection Systems. Vienna, Austria, June 17-18, 2019.] 



4. [bookmark: _Toc534335031]Labor Market Policies and Programs
4.1. Policy and Institutional Developments
[bookmark: _Hlk23614335]In the past several years, Georgia undertook concrete steps to improve LM policies and foster activation. A concept of new model of employment support services has been developed and is already implemented in four regions. New National Labor and Employment Strategy 2019-2023, is adopted, along with Strategy Realization Action Plan. Between 2014 and 2016, the MILHSA adopted several important policy documents on employment, which were successfully implemented, including the “State Strategy for Labor Market Formation and Implementation Action Plan, 2015-2018”[footnoteRef:42] aiming to support effective employment and development of human capital[footnoteRef:43]. MILHSA is also drafting an Activation Strategy to link work-able TSA beneficiaries to LM integration services, which is aimed at two priority target groups: youth and women[footnoteRef:44]. These efforts are complemented with creating a Labor Market Information System (LMIS), and launching Professional Training and Retraining for Jobseekers, Employment Promotion Services including counselling and career planning, and other ALMPs. These state programs are part of a conscious effort to move to a more active approach to social welfare system[footnoteRef:45],  to “activate” jobseekers and facilitate their finding of sustainable and quality employment.  [42:  Adopted by Decree No. 732 on December 26th, 2014. ]  [43:  Information from a short government note on the Right to Work. ]  [44:  Berger 2018. “Inputs for the Development of a Strategy for Activating Targeted Social Assistance Beneficiaries in the Republic of Georgia”, p. 5. ]  [45:  Traditionally, citizens were passive recipients of government social assistance that was granted unconditionally. ] 

[bookmark: _Hlk23588193]ALMPs and institutions for their delivery have been introduced in Georgia recently to enhance integration of vulnerable populations, including work-able TSA beneficiaries, into the LM. In 2013, the Labor and Employment Policy Department was set up within the MILHSA for policy making and the Employment Programs Department was set up under the SSA for program implementation. An Employment Services Act is under preparation aiming to transform the SSA into a modern and efficient public employment service[footnoteRef:46]. Currently the Employment Department of the SSA is a public employment service type of institutional structure with two sub-departments: (i) employment intermediation and (ii) implementation of ALMPs. The capacity of the SSA Employment Department to meet its core mandate is still very limited. At this point in time, its scope of activity is limited primarily to the Worknet online portal[footnoteRef:47] for registration of job seekers, vacancies, job matching and other services including: intermediation services; counseling (individual and group); professional career planning; employment support for vulnerable groups (namely persons with disabilities); job fairs; and labor market research. In terms of ALMPs, SSA manages the implementation of subsidies for employers interested in promoting employment for young people, short term vocational training and retraining and internships. Overall, the services provided have a relatively small coverage.  [46:  EU 2017. “Action Document for Skills Development and Matching for Labor Market Needs”, p. 5. ]  [47:  http://www.worknet.gov.ge.] 

The LMIS[footnoteRef:48] is set up to support ALMPs in Georgia by improving the availability, consistency, and reliability of LM information. In 2013, the EU and Georgia agreed to work together to promote reforms in employment, vocational education, and training. A Financial Agreement[footnoteRef:49] on Employment and Vocational Education and Training was signed between the two parties. In the Agreement, the European Union (EU) pledged support to the Georgian government to implement active LM reforms with a precondition that the Georgian government would install LMIS. In 2014, the Georgian government introduced the Resolution “On the Concept of Introduction and Development of the Labor Market Informational System and the Approval of the Action Plan for its Implementation”[footnoteRef:50] with implementation timeframe in 2015-2018.  [48:  The website can be accessed at www.lmis.gov.ge. ]  [49:  The Agreement was approved as a Resolution of the Government of Georgia No. 2181 “On Signing the Financial Agreement regarding Employment and Vocational Education and Training”.]  [50:  Resolution No. 733 was approved on 26th December 2014.] 

The MIHLSA was primarily responsible for design of the LMIS and implementation of the Resolution with support of other governmental and non-governmental entities. MIHLSA established an interagency coordinating group to support these activities along with the EU. MIHLSA developed normative acts for the functioning of the LMIS, conducted analysis of LM data, and institutionalized surveys of LM components. In 2016, the LMIS was established as Georgia’s first comprehensive LM database enabling analysis and assessment. The LMIS is currently a web portal that provides LM information on employment, unemployment, wages, LF participation rate, professions in demand, and growing sectors. Apart from LM data, the website has information on the economy, population, education and investments. Thus, the LMIS is a “one stop shop” information bank that provides data to its users, reduces the cost of job search, supports LM policy formulation, and enables monitoring and evaluation of existing LM policies. Maintaining the LMIS is complex and requires coordination and cooperation of multiple ministries and agencies. While the MIHLSA took steps to set up the LMIS, the Ministry of Economy and Sustainable Development is responsible for maintaining and administering the LMIS. Various entities provide data to the LMIS[footnoteRef:51].  [51:  Resolution No. 733 of the Georgian Government. Ministry of Economy and Sustainable Development collects data on the economy and existing and expected investments; SSA provides information on jobseekers and available vacancies; the National Statistics Service of Georgia provides data on companies and institutions and population (including emigrants and immigrants) through LF surveys; Ministry of Education and Science provides information about employment of graduates. Other data providers are the MIHLSA and the Agricultural Projects’ Management Agency under the Ministry of Environment Protection and Agriculture.] 

One important function of the LMIS is the possibility for jobseekers and employers to register online via the Worknet portal. The concept for the portal is to register jobseekers, employers and vacancies, and to allow automatized search of job seekers and vacancies, connectivity of applicants and employers, feedback data processing and analysis. Employers can look for employee matches and post vacancies that can be viewed by jobseekers for application. Professionals can look for career growth while inexperienced employees can search for new jobs. The portal also offers educators an opportunity to develop and offer training programs based on LM demand. Interested individuals can either register online or at a SSA office.  Able to work TSA beneficiaries mandatorily register with Worknet. The services offered by Worknet include: intermediation services; counseling (individual and group); professional career planning; employment support for vulnerable groups (namely persons with disabilities); subsidies for employers interested in promoting employment for young people (18-29 years of age); job fairs, labor market research; professional training and retraining, and internships. To ensure the smooth functioning of the Worknet portal, Worknet consultants are hired by the MILHSA. While SSA offices are present in all municipalities across Georgia, Worknet consultants are present only in some of these SSA centers. In some cases, they cover multiple municipalities. The consultants’ responsibilities are to register people, help them find jobs, and indicate which programs are available and fit for them. The consultants also serve as liaisons with the vocational training centers run by the Ministry of Education and Science to conduct follow-up work on attendance and course completion. Hence, they perform the role of job coaches and LM intermediaries. Most of them are trained to work with persons with disabilities. 
The Worknet portal has attracted interest since its initiation in 2013 however its possibilities are not yet fully used, especially by employers. As of June 2018, 161 611 persons had registered on the system as jobseekers. The SSA cooperated and interacted with around 900 employers among which 432 registered on the system to find employee matches. Since the beginning of 2016, significant upgrades were done on the system including database development, employer registration, automatic matching, and availability of statistical information. As a result, around 222 employers posted 2 312 job vacancies and 9 929 jobseekers completed online registration since April 2016. In 2017 and the first quarter of 2018, 5 711 and 2 167 vacancies were posted respectively. According to data collected from the system, 482 jobseekers found employment between January and March of 2018[footnoteRef:52]. The Worknet portal is not attracting many employers because of basic capabilities of its software, which is quite simple and does not allow precise matching.  [52:  MILHSA 2018. “Employment Promotion Services”. ] 

4.2.  Active Labor Market Programs
To address unemployment the Government developed several Active labor market programs. The following labor market programs exist in the country: (i) State Program on Professional Training and Retraining and Qualification Raising for Jobseekers; (ii) Employment Promotion Services; (iii) Intermediation services; (iv) State Program on Employment Support Services / Wage Subsidies for people with special needs and youth; (v) Job fairs and mass interviews; (vi) Internship program to boost employment.  The programs aim to activate mostly vulnerable groups, most commonly the unemployed, low-skilled, youth, stateless people, people with special needs. Table 2 summarizes available data on beneficiary numbers and spending by program.
Table 2. ALMPs – number of beneficiaries and spending by program, 2017-2018
	
Program
	Number of beneficiaries
	Budget (GEL)

	
	2017
	2018
	2017
	2018

	State Program on Training and Retraining and Qualification
	2 360
	1 032*
	2014000 
	2090000 

	State Program on Employment Support Services / Wage Subsidies 
· Wage subsidies / employers
· Wage subsidies / employees
· Consultancy services for supported employment 
	

23
59
	

6*
23
103*
	
	

	Employment Promotion Services
	Over 10 000 (2015-2018) 
	
	

	Intermediation services
	2 500
	1 323
	
	

	Job fairs and mass interviews
· Employment Forums 
· Employment Festivals
	
13
1 
	

1*
	
	

	Internship program to boost employment
· Employers
· Jobseekers
	
26
129
	
41
173
	
	


Source: MILHSA 2018. “Employment Promotion Services”; and World Bank 2019, Concept Note for South Caucasus Social Protection and Jobs Advisory Services & Analytics. Note: * Data is for the first half of 2018.
State Program on Training and Retraining and Qualification Raising of Jobseekers
The objective is to increase competitiveness of job seekers and promote their employment through vocational training in demanded professions and internships. The program is implemented within the framework of the State Strategy 2015-2018, and regulated with Decree[footnoteRef:53] on “Professional Training and Retraining and Qualification Raising for Jobseekers” (2016). The Department of Employment Programs of the SSA implements it. Under the program, the Department organize and coordinate training and retraining programs for jobseekers in the SSA offices. These programs provide jobseekers with LM information, counselling, registration, internship placements with the goal of increasing their competitiveness in the job market. The program has two components - short Vocational Education and Training (VET) and professional internship at enterprises. Both components provide training vouchers and stipends to trainees/interns. The state program is open to all citizens above 16 years but specifically targeted stateless people with special humanitarian or refugee status and registered in Worknet applicants[footnoteRef:54]. The training is provided by education institutions which cooperate in the design of curricula and in its delivery with public institutions and companies to boost the employability of their trainees[footnoteRef:55].  [53:  Decree No. 238 adopted on June 2, 2016. ]  [54:  Information drawn from a presentation given by Acting head of LM Analysis Department of the MILHSA. ]  [55:  For example, the vocational college, Mermisi, offered 34 training programs as of 2016. In 2016, the college signed a Memorandum of Cooperation with more than 250 companies. Training was offered for IT support specialist, accounting technician, engine mechanic, refrigeration technician, food ecology control specialist, printing industry technician, office manager, textile professional, chef, stylist, etc. See: MIHLSA website: http://mes.gov.ge/content.php?id=6537&lang=eng.] 

Based on Article 4 of the Program, several administrative acts were approved by the MILHSA including: (i) Order to include 68 professions[footnoteRef:56] on the jobseekers list for the program in cooperation with the Ministry of Education and Science; (ii) Order approving the use of vouchers under the program; (iii) Order approving registration of vocational educational institutions and training programs to provide training and retraining services. The SSA provides a list of jobseekers from the Worknet portal to be trained with different institutions for specific qualifications. In 2018, 44 professional vocational schools (27 private and 17 public) were approved. In 2017, 2 014 000 GEL (around US$ 681 thousand) were allocated from the state budget for the implementation of the program[footnoteRef:57]. Through the program, beneficiaries received government-issued vouchers for the training or internship. The program was implemented in two stages and covered Tbilisi and 15 municipal units. In 2017, 2 360 jobseekers received the voucher while 2 130 jobseekers successfully completed the training. In 2018, the state budget allocation increased to 2 090 000 GEL (around US$ 707 thousand).  The program was implemented in two stages covering Tbilisi and 17 municipal units in 51 required professions[footnoteRef:58]. [56:  The MILHSA conducted research in 11 regions across the country to find out the in-demand professions. This informed the list of professions approved for the State Program. ]  [57:  The budgets include program and administrative costs.]  [58:  MILHSA 2018. Department of Employment Programs. “Employment Promotion Services”.] 

The program has a feedback mechanism wherein graduates of the programs are interviewed after completing the training. Questions are asked to assess the quality and effectiveness of the service provided[footnoteRef:59]. In response to the questions, the graduates rated the service highly and almost half of them said it significantly increased their employment opportunities. However, an overwhelming majority said it did not help them secure an additional source of income.   [59:  Some of the questions previously asked included: “How do you assess a service received through the state program?”, “Has the program increased your employment opportunity?”, and “Has the completion of the program helped to secure an additional source of income?”.] 

State Program on Employment Support Services / Wage Subsidies 
The aim of the program is increasing the employment opportunities for vulnerable and less competitive in the LM, namely: (i) persons with disability, and (ii) youth. The program consists of two parts: employment subsidy component, and employment support service (consultant group) component. In the first component, there is an employment subsidy available for persons with disability and youth (18 to 29 years old). If an employer decides to hire a young or disabled person, the government finances 50 percent of the employee’s salary[footnoteRef:60]. Employers are obliged to sign a labor agreement with the beneficiary for at least 6 months. Under the wage subsidy component, 23 employers and 53 disabled persons received the support in 2017, and 37 jobseekers were employed. Under the second component, the SSA picks employment consultants who then select jobseekers (persons with disabilities only) involved in the subsidy program to make them more competitive in the job market[footnoteRef:61]. The supported employment consultant services were provided to 519 and 103 disabled persons in 2016-2017 and 2018 respectively. [60:  The subsidy amount cannot be more than 470 GEL (US$ 158.52). ]  [61:  Draws information from a report on the Implementation of State Programs by MILHSA. Approved by the government on 18 July 2016. ] 

Employment Promotion Services
The Georgian government also introduced an Employment Promotion Services program in 2016 as part of its State Strategy for 2015-2018[footnoteRef:62]. This program provides jobseekers with professional counselling and career planning services. The services are provided at the municipal level by SSA staff. Within the program, priority is given to vulnerable groups, including women. The counselling sessions have two main objectives: (i) to raise awareness among jobseekers about the rules of conduct in the LM, and (ii) to identify achievable goals for fast integration of jobseekers into the LM. Jobseekers receive individual and groups counselling in all the regional centers of the SSA. The topics covered under the counselling sessions include: job search techniques, drafting CV and cover letters for jobs, tips for successful job interviews, self-assessment for general and specific vacancies.  Since the program is available in all SSA centers around the country, large number of people (including vulnerable groups) participated in the Employment Promotion Services program. In the recent years, more than 10 000 jobseekers have been counselled. Among them, 159 were persons with disability and 686 were IDPs. The professional career planning services, carried out in eight territorial units around the country, have benefitted 725 jobseekers around the country[footnoteRef:63].    [62:  The program was adopted as Decree no. 233 dated 18th July 2016.]  [63:  MILHSA 2018. Department of Employment Programs. “Employment Promotion Services”.] 

Intermediation services 
The Department of Employment Programs provides intermediation services linking employers and jobseekers. Jobseekers registered on the Worknet portal are notified of job openings announced by employers. The Department then selects qualified applicants and refers them to employers. In 2016, mediation services were provided to about 3 200 jobseekers and among them, 265 found employment. In 2017, this figure was 2 500 and 399 respectively. In the first quarter of 2018, out of the 1 032 jobseekers that received mediation services, 70 were employed. Hence, since 2016, more than 700 jobseekers found employment following job intermediation services[footnoteRef:64].  [64:  Ibid.] 

Job fairs and mass interviews
As part of the effort to improve job placement and employability, the Department of Employment Programs organizes job fairs and mass interviews. The job fairs are an opportunity for jobseekers, employers, development organizations, and education centers to interact and network. Fairs are often organized in partnership with participating companies or NGOs. Jobseekers and employers participating in the fairs have to be registered on the Worknet portal. The job fairs are monitored to assess how many jobseekers are ultimately employed. In the past several years, the number of job fairs have consistently been increasing in Georgia. For instance, in 2017, 13 forums were organized (four for disabled persons) and one employment festival was held [footnoteRef:65].  Like job fairs, interviews are organized to provide jobseekers access to employers.  [65:  Ibid.] 

Internship program to boost employment 
To boost employment, the Department of Employment Programs started an internship program in partnership with employers. Under this program, jobseekers are provided internship opportunities for one to three months, determined jointly with the employer. During the internship, the jobseeker is financially supported with a monthly scholarship. In 2017, internship agreements were signed with 26 organizations. 126 jobseekers were involved in the program, out of which 37 disabled and one with special education needs. Among these, 44 found employment, including five persons with disabilities. In 2018, 41 firms were involved in the internship program, and 61 individuals among the 173 interns were offered a 6-months employment contract. Also, 23 job seekers (among which 19 disabled) have benefited from the wage-subsidy measure in 2018[footnoteRef:66]. [66:  World Bank 2019, Concept Note for South Caucasus Social Protection and Jobs Advisory Services & Analytics.] 



5. [bookmark: _Toc530008174][bookmark: _Toc530009622][bookmark: _Toc530945047]Challenges 
The current economic landscape in Georgia presents a number of demand-side and supply-side challenges for jobs outcomes and activation. First, Georgia is not creating as many jobs as its economic growth would predict. Second, lacking are relevant skills and qualifications of the locally available workforce for the limited number of vacancies and new job openings. Third, political instability and lack of adequately skilled workers continue to be constraining factors to doing business. However, Georgia has one of the most enabling business environments relative to other countries in the region. Forth, the workforce is shrinking due to low fertility rates and outer migration, and high inactivity rates especially among young people and women. Finally, those who are working are employed in low-skill, low-quality and low-productivity jobs. Labor demand and labor supply policy reforms are needed for making existing jobs more productive, allowing productive firms to grow, and for including the current pool of inactive women and youth, and other vulnerable groups in the labor market.  
The MILHSA Activation Strategy is not yet prepared to specify the strategic vision and challenges related to enabling and demanding conditions, targeting of beneficiaries, activation instruments, institutional setup and institutional coordination. There is evidence on limited opportunities for lifelong learning (LLL), vocational education and training (VET) and employment support services in Georgia, especially in the regions. A holistic vision of education and active intermediation and matching between labor supply (education / training and LLL) and labor demand (economic and private sector development) are missing, also aggravated by the lack of well-functioning skills anticipation and matching mechanisms.
On the demand side, critical precondition for the success of activation and graduation measures is to have a dynamic LM with solid job creation and to tie benefits to job search.  This still needs to happen in Georgia. The overall demand for labor is low mostly due to limited number of vacancies and job openings and lack of relevant skills and qualifications of the locally available workforce for vacant jobs. As employers demand both technical as well as generic/transversal skills from potential workers, core employability skills (e.g. creative thinking, communication, ability to work independently, teamwork, problem solving, and analytical skills), foreign languages and digital skills are widely sought after. The education sector is not producing middle-skilled workers who are in high demand, and is not building key competencies for entrepreneurship. 
On the supply side, major challenge is the access to, scope and relevance of employment programs and measures for activation of vulnerable jobseekers and the institutional setup for their implementation. The analysis reveals gaps in the design of ALMPs, institutional and financing constraints to their implementation; lack of coordination among social protection and LM institutions; and weak monitoring and evaluations system. Potential disincentives could emerge from the TSA design and implementation. 
The ALMPS have been introduced in the recent years and are small in scale. The spending on activation measures and services is small and most of the programs (which are new) require further improvement in design. To improve, redesign, and pilot new ALMPS, the government should allocate sufficient resources. In ECA, the regional average spending on employment policies and programs is estimated at 0.32 percent of GDP. 
The institutional setup for ALMPs implementation requires improvements.  The institutions which are supposed to develop policies and implement ALMPS across the country are new, understaffed and underfunded. 
· The institutional capacity of the SSA Employment Department to meet its core mandate is still limited. It is a public employment service type of institutional structure with two sub-departments – for employment intermediation and for implementation of ALMPs. At this point in time, its scope of activity is limited primarily to the Worknet online portal for registration of job seekers, vacancies and job matching. 
· The SSA lacks financial and human resources to implement large-scale programs effectively across the country. While there is at least one SSA office in each municipality, lack of personnel presents a major barrier for introducing and implementing ALMPs in a consistent, equitable and efficient manner. For instance, Worknet does not have consultants in every SSA office. 
· The MILHSA Employment and Labor Policy Department is understaffed. It is tasked with employment policy formulation however it was set only recently and has fewer than 20 employees. 
· The capacity of the Worknet portal is not fully used for job matching and recruitment, especially by employers. The portal is not serviced by a sufficient for its smooth functioning across the country number of consultants. The Worknet consultants are hired by the MILHSA. While SSA offices are present in all municipalities across Georgia, Worknet consultants are present only in some of these SSA centers. In some cases, they have to cover multiple municipalities. Also, the portal is not used widely by employers because its software is very simple and not allowing precise matching. 
· There is implementation heterogeneity of employment programs and services across and within regions. The poverty levels and informality rates are higher in rural areas compared to urban areas. Job growth and poverty reduction has also been more pronounced in urban areas compared to rural areas in the recent past. However, due to limited resources, there are fewer Worknet consultants in rural areas working with the registered applicants compared to urban areas. Lack of human resources in rural areas is a significant issue since applicants in those areas might require more assistance for registration, job search, and trainings compared to those living in urban areas.
The inter-institutional coordination is weak. The Georgian government has taken significant steps towards standardizing data for policy-making in the recent years, but there are weaknesses in coordination and communication. 
· Firstly, there is a lack of coordination between the SSA beneficiaries’ registry and the Worknet registry (which feeds into the LMIS). If the plan is to activate work-abled TSA beneficiaries, it is impossible to do so efficiently without linking the two databases. The Department of SSA and Department of Labor within the MILHSA work in silos and there is not much coordination among them. 
· Secondly, coordination and cooperation between ministries, SSA regional offices, and other stakeholders is critical for the maintenance of the LMIS and efficient ALMPs implementation. At this point is missing fluid communication and information sharing, along with an institutional framework to facilitate the communication.
Weak is the monitoring and evaluation of programs, limited is the information on skills in demand.
· There are no systematic and rigorous evaluations that would allow to adjust targeting and design of ALMPs. Since the ALMPs are relatively new in the country, there is no impact evaluation process within the SSA or under the MILHSA. Also, there is no proper monitoring system to track ALMP beneficiaries. Designing future interventions with rigorous result evaluation frameworks and monitoring will allow to incorporate elements that work more effectively for certain vulnerable groups, and it can be used to adjust and improve existing programs accordingly. 
· The Worknet system does not have follow-up provisions with jobseekers who received a job through the system. The program merely tracks the number of employed and unemployed persons but does not monitor their trajectory—how long those who got employed stay in the job, the salary level, job growth. Similarly, Worknet consultants do not follow-up with jobseekers who are unable to find employment through the system. Follow-up with the jobseekers could provide Worknet consultants with some feedback why certain jobseekers did not find employment, and consequently polices can be developed to provide more personalized assistance including profiling of beneficiaries. Furthermore, Worknet does not match jobseekers with training modules. Presently, the portal only enables automatic job matching between employers and jobseekers. The system is not updated to match unemployed persons with training programs. Hence, automatic matching between jobseekers and educators through the system is a critical step. 
Potential disincentives could be related to the TSA design and implementation.
· There is a lack of information regarding the impact of government benefits on labor supply and demand for ALMPs. Specifically, the Georgian government does not currently have complete information on the average monetary amount that TSA beneficiaries and vulnerable households receive. There are numerous programs and benefits at the subnational level that offer additional benefits to these households including free public transportation, birth subsidies, benefits for pensioners in mountains. Hence, it is difficult to determine if the TSA and the additional benefits disincentivize work-abled TSA beneficiaries from participating in the activation programs. 
· There is only partial and fragmented information on the employability and LM participation constraints of TSA beneficiaries. Such information is instrumental for planning and delivery of measures tailored for them.
· TSA beneficiaries are obliged to register in Worknet and this registration is separate from the registration with the UDSVH. Currently, the two systems operate in parallel, and the work-able TSA applicants should register themselves in both systems to be eligible for the TSA benefits. 
· Additionally, TSA beneficiaries are obliged to register in Worknet but are not targeted for activation and graduation with specific program(s).  The registration does not entail an obligation on behalf of the SSA to treat the TSA beneficiaries with ALMPs and services. 
· There are no mutual responsibilities of SSA Employment Department on one hand, and the registered in Worknet TSA beneficiaries on the other hand who are not required to demonstrate active job search behavior, accept suitable job offers and take part in ALMPs. There are no sanctions for not actively looking for a job.
· Recent World Bank analysis (2019) of incentive and disincentives to work embedded in the TSA design does not provide evidence of financial work disincentives at the national level. Disincentives are also not present when combining the TSA benefit with entitlement to the multiplicity of local benefits operated in Tbilisi Capital City. There could be limited cases where work disincentives may arise (for example in the case of households with many children). However, earlier World Bank analysis (2015) suggests that the TSA program generates some work disincentives for young women and those living in rural areas. The question is open for further evidence-based research.



6. Recommendations / Roadmap 
There are many ways of improving the activation policies and programs in Georgia. 
In the short term they could involve:
Designing of more effective, diversified and available for all ALMP models, and piloting new programs and measures aimed at improving the skills, qualifications and competitiveness of the locally available workforce.  Mapping the existing ALMPs and services and their key performance outcomes could serve as the first step to be taken in order to move forward towards more effective, diversified and available for all jobseekers throughout the country ALMP. New programs (not implemented up to now) should be designed and piloted to encourage self-employment and entrepreneurship in micro firms to promote graduation of vulnerable jobseekers and their families from poverty. They could involve ALMPs with focus on skills which are in demand by employers such as apprenticeships for vulnerable jobseekers, specifically youth, on the job training to help jobseeker acquire “hands-on skills”/jobs specific skills and possibly employment. Also, they could involve entrepreneurship programs for hard-to-employ groups on the LM trough new self-employment program (this can include business development training, small grants and/or credits, for business start-ups combined with advice and follow up coaching and mentoring) tailored to hard-to-employ persons.
Improving the M&E system for ALMPs by installing rigorous evaluations that would allow adjusting targeting and design of existing and newly developed ALMPs, and tracking the employment status of ALMP beneficiaries over time.
Strengthening the SSA Employment Department and establish in it the business model of a public employment service with capacity for employment intermediation and implementation of ALMPs, including:
· IT tools for statistical processes requirements to profiling of jobseekers based on key determinants of their ‘distance’ from the labor market and to perform effective job matching;
· IT monitoring tools for: (i) tracking jobseekers’ behavior over time, including willingness to work, compliance with job-search requirements, take up of employment services, etc., and (ii) for monitoring employers’ behavior on the labor market;
· A statistical profiling tool and an ICT-based job matching system to foster online and mobile use of job-matching functions and allow job counselors to concentrate on hard-to-place jobseekers;
· Inter-connectivity of Worknet with internal and external databases / registries, first and foremost with: (i) the TSA database in SSA/MILHSA, (ii) the VET graduate database in the Ministry of Education; (iii) the LMIS and LM/ Skills Forecasting tool (now under development) in Ministry of Economy; (iv) databases of agricultural business support and subsidies in Ministry of Agriculture; (v) databases of small businesses, entrepreneurship, and self-employment in Ministry of Economy. 
Strengthening the Labor Market Informational System and the Worknet. This would involve: (i) expanding the network of Worknet consultants to make sure that jobseekers from all parts of the country have equal access to their job coaching and LM intermediation services; (ii) improving Worknet’s software to improve efficiency of job matching and thus attract more employers as its users; (iii) further specification of the role and responsibilities of Worknet including increase in its information content and in the possible use of job coaches and follow up / tracking of beneficiaries; (iv) broader public awareness of the Worknet and its role in matching jobseekers to jobs, and (v) making better use of the data generated by Worknet for analytical purposes and reporting.  
Conceptualizing and designing activation conditions and measures for TSA beneficiaries. In the short term, a concept for TSA program reform is needed aimed at incentivizing active job seeking and participation in the LM, as well as at reducing potential disincentives to work. The concept could consider: (i) introduction of conditions (to demonstrate active job search behavior, accept suitable job offers and participation in ALMPs), and sanctions for non-compliance; (ii) TSA benefit design changes - income disregards, gradual phase-out of TSA or higher scores or threshold for exit from the TSA; (iii) ALMPs (new, and/or adaptation of existing programs) tailored not only to activation but also to graduation of TSA beneficiaries, such as support for self-employment, entrepreneurship and rural cooperatives. 
In the medium term improving the activation policies and programs in Georgia could involve:
[bookmark: _Hlk20115496]Incorporating concepts for activation of TSA beneficiaries in the MILHSA’s Activation Strategy, finalizing it and staring its implementation. Linking TSA beneficiaries with employment opportunities remains a challenge and there is high need in the government for policy options and solutions to activate of TSA beneficiaries and to strengthen the capacity of the Ministry, the SSA and the Department of Employment Programs. There is also a need for better matching of skills with labor market demands, as well as for a coherent and better-quality skills development system, which are identified as key bottlenecks hindering Georgia’s competitiveness and economic development. 
Of key importance is also to strengthen and scale up the flagship employment promotion programs, namely the State Program on Training and Retraining and Qualification Raising of Job Seekers and the State Program on Employment Support Services / Wage Subsidy. This would require assessment the strengths and weaknesses of their design, and their relevance to the demand for labor. This would also require scaling up of the ‘’working’’ projects in terms of coverage and financing. Also, better outreach to the employers and capacity for assessment of efficiency and effectiveness of LM programs. 
Activation of the able to work TSA beneficiaries requires implementation of tailored to their needs and constraints employment programs. Such programs should take into consideration their specific profile characteristics, including distance from the labor market based on key characteristics like previous work experience, duration of unemployment spell, level of literacy, education and professional qualification, age, gender, residence, specific barriers to employment / participation constraints. Also, as mentioned already, the ALMPs (new, and/or adaptation of existing programs) should be tailored not only to activation but also to graduation of TSA beneficiaries, such as support for self-employment, entrepreneurship and rural cooperatives. 
[bookmark: _Hlk18390456]Binding mutual responsibilities for activation – on behalf of the SSA Employment Department and the TSA beneficiary - need to be legislated. In the short term, receiving TSA should be conditioned to active job search behavior, accepting suitable job offers and participation in ALMPs, and sanctioned in case of non-compliance.  The medium term, the possibilities for income disregards, gradual phasing out of TSA or higher scores / threshold for exit from the TSA can be expanded. Certain possibilities for wage income disregards have been recently introduced in the TSA design. Their impact on activation should be monitored and evaluated.
The casework approach can strengthen the outreach to vulnerable groups. To reach inactive TSA beneficiaries and support their entry into the LM, a continuous and systematic approach is necessary with a mix of programs tailored specifically to this group. Intensive counseling services including support for job search is also vital, as well as linking them to other services that would reduce LM participation barriers.
The communication with jobseekers should be expanded in different ways, including: (i) raise the public awareness of ALMPs. Since ALMP have been recently introduced in the country, the Department of Employment Programs should promote ALMPs through the Worknet portal, job forums, and workshops for journalists and NGOs. The able to work TSA beneficiaries should be specifically targeted with information on possibilities to work, and how this is going to affect the family’s access to benefits; and (ii) improve the SSA system for solicitating feedback from jobseekers (and also from employers) to improve the quality of the employment services.  
Capacity for data collection and analysis to inform policy making should be built in the SSA through a range of instruments. Specifically, there should be capacity in the Department of Employment Programs to undertake qualitative research on specific aspects of the LM with the objective of identifying professions in demand; of knowledge and skills required to succeed in the LM; attitudes, motivation and employment strategies of vulnerable groups on the LM, such as unemployed youth for example. 
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