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[bookmark: _Toc532127866]Chapter 1 Introduction 
[bookmark: _Toc530497546]	The National Employment Strategy of Georgia (2018-2023) represents the Georgian Government's vision on how to ensure systemic and strategic reforms of Labour Market and employment sphere of Georgia during the next 5 years. Employment is one of the priority areas for ensuring the social-economic stability of the country. The employment policy aims, on one side, at the development of labor force for sustainable development of the economy, and on the other side, the provision of conditions for the practical realization of labor supply potential. 
	The economy of Georgia achieved a stable growth since 2003 as well as improved Doing Business Indicators. Georgia was deeply affected by a recession in 2008-2009 in the wake of the global recession of 2008-2009. The country has been affected by external shocks, most notably its conflict with Russia in 2008. The regional slowdown in 2014 has also had an adverse impact on Georgia though Georgia has recovered since then, with a steady growth of close to 5% per year. In 2018 it is ranked six among 190 economies in the ease of doing business, according to the latest World Bank annual ratings[footnoteRef:1]. In order to sustain economic growth achieved in recent years, creation of high-quality jobs and increase a level of employment have critical importance. Despite good growth and doing so well in the Doing Business Indicators, Georgia remains saddled with unsatisfactory labor market and social indicators. The overall unemployment rate is 13.9 %, and long-term unemployment is 43%. Despite increasing trends in employment and participation rates, some groups are left out of good jobs, including women and youth. The youth unemployment rate is unusually high and exceeds 30 percent.  Good jobs in Georgia have been created mostly for the highly skilled workers in urban areas, which have benefitted from higher wage returns to education. The employment rate is modest (56.7%), among women it is 50.8% while among men 63.4%.   About 43 percent of jobs are in agriculture, either working for themselves (19 percent) or unpaid workers (23 percent)[footnoteRef:2]. About 50% of the population is vulnerable to financial distress, absolute income poverty is 22%, with a working poverty rate even higher (23%). These indicators are below the government’s aspirations as reflected in its long-term development strategy of 2014-2020 “Georgia 2020”.  [1:  https://tradingeconomics.com/georgia/ease-of-doing-business]  [2:  Geostat, 2017] 

	The vision of the Government of Georgia is to ensure a stable macroeconomic policy as a necessary condition for sustainable and inclusive economic growth. The aim is to use to a combination of fiscal, monetary and exchange rate policies to ensure medium-term fiscal consolidation, preserve the sustainability of public debt and maintain price stability. Analysis within the project of the recent developments in the Georgian economy shows that although macroeconomic stability is necessary, it is not sufficient to create jobs. It is clear that it is necessary to reform the labor market for resolving its structural problems. The progress in this area will increase the efficiency of the measures promoting employment. 
	Thus, the lack of development of the labor market in Georgia creates social and economic problems such as unemployment, poverty, illegal labor migration. Therefore, with the improvement of the business environment in the country, it is necessary to ensure the efficient functioning of the labor market and social inclusion as well. This requires the development of the labor market and employment strategy, develop and implement state policy, create relevant legislation, institutional and financial environment. The ultimate goal of this policy is to promote effective functioning of the labor market, economic and social development of the country.
[bookmark: _GoBack]	In elaborating the Labour Market and Employment Strategy, the Government has taken into account a Constitution of Georgia, the appropriate legal and regulatory framework and the ILO’s conventions and agreements about labour rights, SDC goals, employment as well as wages and working conditions. It emphasizes the importance of the reduction of poverty within a more equitable and inclusive society and the broader reforms designed to bring that about within the context of economic growth and development.  
	Georgia has a good record of ratification of ILO conventions. For example, it has ratified all the fundamental conventions as well as the Employment Policy Convention that is most pertinent to the formulation of a labor market and employment strategy. The challenge is to move beyond ratification to implementation.
 	The National Labour Market and Employment Strategy 2019-2023 has been prepared with the active participation of the relevant government institutions, agencies, social partners and academics with the support of the ILO. It sets foundational principles that will be supplemented by concrete targets and priorities to be achieved by 2023. The strategy will be implemented through multi-phased action plans. Consultative meetings were organized with Three Partite Committee,  social partners and beneficiaries.     
	Successful implementation of the Strategy cannot be implemented by one ministry alone but requires the active participation of the Government through the activities of several ministries and agencies, as well as the active engagement of employers, workers, and their respective representative organizations, and civil society as a whole.



[bookmark: _Toc532127867]Chapter 2. Situational Analysis
[bookmark: _Toc530497547][bookmark: _Toc532127868][bookmark: OLE_LINK2][bookmark: OLE_LINK1]2.1. The Georgian labour market: growth, inflation and unemployment
	Georgia’s economic reforms since 2000th supported the country’s economic growth and macroeconomic stability; during the last twenty years, Georgia became an upper middle-income country.
	Figure 1 shows the trajectory of real GDP from 1991 to 2017 and includes projections to 2023. Real GDP fell continuously between 1991 and 1994 and registered positive growth only in 1995. The projections show that, barring any unforeseen circumstances, between now and 2023 growth will be around 5%. Hence, this can be regarded as the medium-term growth prospect for Georgia. Growth surges are also evident at certain points throughout the late 1990s and 2000s, as is the recession in 2009, the first since 1995. The 2009 recession bears the malevolent imprint of the global financial crisis and the conflict with Russia. There were also short periods of sub-par (that is, below 5%) between 2013 and 2016 which also coincides with a new government that came to power in 2012, but 2017 and the first half of 2018 have so far turned out to be good years. 

Figure 1: Georgia, Real GDP Growth(%), 2006 to Qtr 2, 2018

Source: Geostat

	Discussions of economic development in Georgia, particularly since 2004, have focused on tourism, energy, and agriculture, with a range of other sectors like transport and logistics, finance, food-processing, and textiles gaining partial consideration.
	Growth in see the sector of industry in 2017 (see figure 2)   shows that it is one of the critical sectors regarding value added, exports and employment. Therefore, it can offer significant potential for providing broad economic growth, reducing unemployment, increasing tax receipts and improving Georgia's balance of payments situation. 

Figure 2. GDP structure in 2017* (percent)
Source: Geostat
	
	Georgia’s public debt is dominated by external debt (78 to 79% in recent years). It makes barriers to the government to exchange rate risks. Managing foreign debt is a significant fiscal policy issue.  Georgia is a significantly dollarized economy. National Bank of Georgia has initiated several measures to promote larization though it is a long process that requires financial and economic stability to change economic agents’ behavior. De-dollarization ratio on deposit decreased by 2% from 2015 to 2017. 
	Georgia was ravaged by hyperinflation between 1991 and 1995. Inflation fell below the single digit level by 1997, and the long-term projections are that inflation rate will converge to 3% - which is the medium-term inflation target of the National Bank of Georgia. The actual inflation rate over two decades (1997 to 2017) is close to 6%. There have also been periods of deflation, most notably in 2012 and 2013. 	
	To sum up, stable monetary and financial systems of Georgia are combined with high external debt and FDI by tourism exports and remittances. These factors make Georgia highly dependent on external flows and if this tendency changes the Georgian economy might face negative consequences.
 	While growth statistics and recent inflation figures suggest good macroeconomic outcomes, the picture is much less rosy when viewed through the prism of the labor market. 
	As a preamble to a more extensive discussion of the labor market, Figure 3 displays trends in the aggregate unemployment rate. The sharp spike in the unemployment rate in 2008-2009 is evident, but unemployment was growing even during the boom of 2003-2007. 

Figure 3: Georgia: long-term trends in the unemployment rate (%), 1995-2016


[bookmark: _Toc532127869][bookmark: _Toc530497548]Source: IMF data mapper

[bookmark: _Toc532127870]2.2. The supply-side of the labour market: demography 
[bookmark: OLE_LINK6][bookmark: OLE_LINK8]	The supply-side of the labor market typically bears the imprint of demographic factors – the dynamics of population growth, life expectancy, and migration. A conspicuous feature of Georgia is its declining population which became evident after the 2014 census. In 1991, Georgia’s population was 5.5 million. It is now 3.7 million. The medium-term projection is that Georgia’s population will continue to decline at a moderate pace – see Figure 4. This has adverse implications, as it translates into a shrinking work-force, an aging population and fiscal pressures on the pension system. It also means growing demands for specialist services about aged care at the same time as a smaller population constrains the potential growth rate of the economy.

Figure 4: Georgia, population (million), 1991 to 2023

	
	The age structure of the population has changed in 1994-2018. The percentage share of the population of 0-14 years has decreased from 23.1 in 1994 to 20.0 percent as of January 1, 2018 and the share of 65 years and older has increased from 10.5 percent to 14.6 percent in the same period. The population decline affected all age groups, but mostly the working age population. Current data projects that the working age population (15-60 years) will drop from 63 percent in 2015 to 51 percent in 2050[footnoteRef:3]. [3:  World Population Ageing, United Nations, 2013 b.] 

	Since 1990 fertility rates in Georgia have been below replacement rates; Birth rates were very low between 2002 and 2007 but began to recover in 2008. There is some controversy about whether this recovery was real or whether birth rates had been higher all along and it was the registration system that had not accurately captured all the births that it should have. 
	Apart from declining fertility rates, a vital  part of the reason behind a declining population is a high rate of net migration. In eight out of the 11 years covering the 2006 to 2016 period, net migration was sharply negative – see Figure 5. One estimate suggests that to stabilize the population at its current level, Georgia would need to have a positive net migration of 400,000 people annually.[footnoteRef:4] [4:  World Bank (2018) Georgia: from reformer to performer] 


Figure 5: Net migration (thousand persons) 

Source: Derived Statistical Yearbook of Georgia, 2017, p.33

	Most of the immigrants enumerated in the 2014 census were returning natives (79,630 men and 57,657 women). A smaller number (15,736 men and 30,881 women) were foreign-born. 	Labor migration remains an important issue. Furthermore, if only emigrating flows have been identified so far, regulation of immigration is becoming more important. Liberalization of immigration policy over the past years has helped to intensify foreigners from different regions of Georgia, including employment.
	The vision of the Migration Strategy 2016-20 is to create a legislative and institutional environment for improving (stimulate, activate??) internal ? migration in Georgia. There are the main priorities: 
· Facilitation of legal and illegal immigration
· Combating against illegal migration
· Development of asylum system 
· Facilitation of the integration of immigrants and reintegration of returned migrants 
· Migration and development 
· Further development of migration management 
· Raising public awareness 
· Deepening international cooperation 
 
	The existing data do not provide enough information to make assumptions regarding the effects of immigrants’ investments on the labor market. Nevertheless, by the declarations submitted by the foreign companies to Geostat, we can speak about a generally positive impact on the industrial and construction sectors of the Georgian economy.
	An intriguing feature of Georgian demographic characteristics is its faltering life expectancy. It is currently (2016) reported at approximately 73 years. As in other parts of the world, women tend to live significantly longer than men. Now, the gap in favor of women is nine years (77.1 vs 68.1 years).

Key indicators of the labour market: a snapshot
	As noted, despite good growth and macroeconomic stability, Georgia’s unemployment rate has persisted in the double-digit range, with 13.1% being the historical average. In an economy, where there is a high degree of self-employment, the unemployment rate cannot fully capture the stresses and strains in the labour market. It requires a more comprehensive analysis of labour market and social statistics.
	A snapshot of some key labour market indicators, as recommended by the ILO and as incorporated in the SDGs, is shown in Table 1. The data is disaggregated by gender whenever that is possible to do so.

Table 1: Georgia, selected labour market indicators, 2017
	Indicator
	Value (%)

	Labour force participation rate (%)
	65.8

	Labour force participation rate, men (%)
	74.6

	Labour force participation rate, women (%)
	58.2

	Employment-to-population ratio (%)
	56.7

	Employment-to-population ratio, men (%)
	63.4

	Employment-to-population ratio, women (%)
	50.8

	Share of agriculture in total employment (%)
	43.1

	Share of industry in total employment (%)
	13.2

	Share of services in total employment (%)
	43.7

	Working poverty rate (%)
	23.2

	Time-related underemployment rate (%)
	2.3

	Unemployment rate (%)
	13.9

	Unemployment rate, men (%)
	15

	Unemployment rate, women (%)
	12.7

	Share of long term unemployment in total unemployment (%)
	41.4

	Youth unemployment rate (%)
	28.9

	Youth unemployment rate, men (%)
	26.3

	Youth unemployment rate, women (%)
	32.8


Source: ILOSTA, country profile

The labour force participation rate is reasonable (65%), but at less than 60%, the employment rate is quite modest. 

Gender disparities and labour market inclusion
	Gender disparities represent a primary indicator about labor market inclusion. The lower is the gap, the better is the degree of labor market inclusion. In Georgia, lack of labor market inclusion as manifested in gender disparities is quite conspicuous, especially regarding the employment rate and labor force participation rate. On the other hand, the unemployment rate for women is lower than for men, although the youth unemployment rate is higher for women than for men. Thus, the labor market challenges facing Georgia are the high youth unemployment rate, the significant incidence of working poverty and persistent gender disparities along multiple dimensions of employment.
 	Furthermore, in 2016 women earned 68% of men (see figure 6)[footnoteRef:5]. While this is unacceptable, the current gender pay disparities represent an improvement over the past. For example, in 2002, women earned only 49% of men.   [5:  As reported in Statistical Yearbook of Georgia, p.43] 


Figure 6. Wages, male vs female 

Source: Geostat

	The gender differences are closely connected with the horizontal and vertical segregation on the labour market meaning that only one gender is dominating in number of fields and occupations. Out of those having leading (managing) positions at the workplace, 63% are men, while only 37% are women. In case of horizontal segregation, fields of occupation that are mostly dominated by women should be also paid attention to. For instance, education and health, services and complex office work are occupied by up to 80% of female employees, while men are dominating in the spheres such as defence/security, construction, transport, etc[footnoteRef:6].  [6:  Amashukeli, Lezhava, Gugushvili, Education Return (2017). Labour Market and Job Satisfaction in Georgia, Center for Social Sciences 
] 

	Gender disparities in Georgia show significant underutilization of the available human capital. An evaluation by the World Bank suggests that
 ‘….if working-age women who currently do not participate in the labor market were to do so at the same rates as men, it is estimated that there would be again in economic output equivalent to 11.3 percent of Georgia's GDP’. 
It is a massive potential gain. Every effort should thus be made to remove barriers to female participation in the work-force, and especially in the formal sector as the ILO’s Committee of Experts has suggested. 
	The research shows that one in five parents (especially mother) quits work, school or training over child-care issues. More than one in three also misses up to a week of work or work training and nearly a quarter turn down a chance at college or workplace training[footnoteRef:7] [7:  “Opportunities Lost: How Child Care Challenges Affect Georgia’s Workforce and Economy.” 2018] 

	Beyond gender disparities, there are other forms of indicators about labor market inclusion. There are various marginalized and vulnerable groups – such as, older workers, ethnic minorities, people with disabilities, returned migrants, etc – that deserve attention regarding their ability to respond to employment opportunities. The benefits that flow from robust growth and a booming economy can easily bypass marginalized and vulnerable groups due to discrimination and lack of government support. For example, measures to support the employment of disabled people are only available for particular segments of the formal labor market, such as the public sector. Even here, there were only 55 people with disabilities that worked in the public sector in 2017, out of a total of 47,000 employees. There are no effective incentives for the private sector to implement special schemes for the employment of people with disabilities

The implications of insufficient structural transformation
	Georgia’s insufficient structural transformation is captured by the fact that, even today, after decades of solid growth, 43% of the population are dependent on agricultural employment. It has, on average, low productivity and is dominated by self-employment. The self-employed, for example, are estimated to have per capita income that is only 20% of those in wage employment.[footnoteRef:8] As figure 7 shows, the reduction in the incidence of self-employment in recent years (2010 to 2016) has been rather modest and in fact rose temporarily between 2012 and 2014. This, more than any other structural feature of the labour market, can explain the persistence of working poverty on a significant scale.  [8:  As reported in Statistical Yearbook of Georgia, p.51] 


Figure 7: Share of self-employed  as proportion of  EAP(%)

Source: Derived from 2017 Statistical Yearbook of Georgia, p.40. EAP= economically active population

Sustained real wage growth (Figure 8 ) has not been enough to offset the persistence of low-paid self-employment.

Figure 8: Real wage index, 2005=100

Source: Geostat
[bookmark: _Toc530497549][bookmark: _Toc532127871]2.3. Poverty and inequality
	Income poverty (based on the national poverty line) declined moderately between 2007 and 2009 but rose again between 2009 and 2010 reflecting the negative impact of the global financial crisis and regional conflict. Between 2010 and 2015, there was a steady decline in the poverty rate, but further progress seems to have stalled since then, with the absolute poverty rate stabilizing at 22%. This lack of progress coincides with a period of slow growth. 
	
Figure 9: Trends in poverty (%)

Source: Geostat

	UNICEF’s 2017 welfare monitoring survey – using a slightly different poverty line - suggests quite a disappointing picture.  Poverty increased significantly (from 18.4% to 21.7%) from 2015 to 2017. Whether this trend is transient or durable remains to be seen.
	Based on information gathered from other sources, it appears that even the 22% poverty rate does not adequately capture the economic burden faced by Georgians. For example, in one study based on a 2016 survey to assess financial literacy and financial inclusion commissioned by the National Bank of Georgia, it was found that 32.4% of those surveyed could barely make ends meet, while an additional 18.2% of the respondents could not afford to buy essential non-food items. 
	Measured inequality (Gini coefficient based on total expenditure) has been stable in recent years – see Figure 10. Despite this stability, the level is quite high by regional standards. Georgia remains one of the most top countries in inequality in Europe and Central Asia[footnoteRef:9]. Reducing poverty is essential through enabling people to improve skills and make other labor market decisions. [9:  World Bank, Georgia at Work: Assessing the Jobs Landscape, 2018 ] 


Figure 10:  Gini Coefficient (based on total expenditure)

Source: Derived from Statistical Yearbook of Georgia, p.57

		In sum, the picture that emerges is of an economy that is still beset by the significant labor market and employment challenges, despite decades of good growth. Confronting those challenges require a new policy framework. 
		As has been noted, the mainstream policy framework entails a combination of policies that foster and sustain macroeconomic stability and improve the business climate. This, in turn, is expected to promote robust growth, create private sector-led jobs, reduce poverty and support an egalitarian society. Hence, pro-employment regulation is a crucial component of the mainstream policy framework. As one report puts it, Georgia is a ‘star reformer.’ Indeed, it is, as measured by the benchmarks used by the World Bank’s much-noted ‘Doing Business’ surveys. It enables Georgia to have the enviable position of surpassing such rich OECD member states as Australia, Canada, Germany, and Switzerland. It is way ahead of its nearest neighbors, such as Armenia (ranked 47) and Azerbaijan (ranked 57). It is the only lower middle-income country in the elite group of the top ten countries in the ‘Doing Business’ surveys. Georgia’s new business density is higher (8.37 in 2016) than the regional average of 3.7 in 2016
		The 2018 Doing Business Report highlights the impact of pro-business regulations on employment and poverty. Though, when it comes to unemployment, economies with less streamlined regulation are those with higher levels of unemployment on average. In fact, a one-point improvement in the distance to frontier score is associated with a 0.02 percentage point decline in unemployment growth rate”.[footnoteRef:10] [10:  World Bank (2018), Doing Business 2018, p.7-8] 

	These global estimates of the business regulations-employment-poverty nexus are derived from cross-country statistical analysis and are meant to be empirical approximations. Still, it would be useful to apply these global estimates to a Georgian context for illustrative purposes.        
	In 2017, the Georgian distance to frontier (DTF) was 82.04. Suppose Georgia, despite its excellent ranking in the ease of doing business index, manages through even further reforms to gain a 10-point improvement in the DTF to 92 points by 2020 -the terminal year of the government’s 2020 vision document. The expected impact – if one applies the global estimates – are likely to be modest, especially on the unemployment rate with the latter expected to decline to 13.7% by 2020 from 13.9% in 2017. This would mean that the 2020 target of the government (less than 12% unemployment rate by 2020) is unlikely to be met, despite a major overhaul of business regulations. 	
	The impact on poverty of a significant phase of pro-business regulations would be more meaningful and is projected to decline from its current level of 21% to 19% by 2020. It is unlikely to be considered satisfactory by the Georgian government as it aspires to attain the status of a prosperous upper-middle-income economy. The persistence of double-digit poverty rates would be regarded as incompatible with such an aspiration.
	Table 2 offers another way of illustrating the correspondence between the Doing Business rank and selected labor market and poverty indicators that are aligned with the SDGs and the ILO’s Key Indicators of the Labour Market. Georgia, with a Doing Business Rank of 6, is compared with its neighbor Azerbaijan, with a Doing Business rank of 57.

Table 2. Doing business and LM indicators in Georgia and Azerbaijan
	
	Georgia
	Azerbaijan

	DB Rank
	6
	57

	Income  (US$ per capita)
	3830
	4760

	Employment rate (%)
	56.7
	62.9

	Unemployment rate (%)
	13.9
	5

	Youth unemployment rate (%)
	28.9
	12.9

	NEET (%)
	29.6
	  N/A

	Share employed in agriculture (%)
	43
	36.4

	Income poverty (NPL) (%)
	21
	5

	Working poverty (IPL) (%)
	5
	0.2













Source: ILOSTA; NPL = national poverty line, IPL= international poverty line; DB = Doing Business

	The per capita income gap between the two is not very wide. There is, on the other hand, a yawning difference between the two regarding Doing Business Indicators. Is that reflected in the labor market and poverty indicators, with Georgia enjoying a premium over Azerbaijan? Unfortunately, the reverse happens to be true, that is, Azerbaijan has substantially better labor market and poverty indicators than Georgia based on the latest available figures.  
	This comparison of Georgia with one of its neighbors is not meant to be a definitive refutation of the validity of Doing Business Indicators. For example, if one compares Georgia with Armenia, which is another neighboring country, then Georgia does not fare poorly. Hence, bilateral comparisons can yield different results.
	It would be churlish to deny the manifold benefits that flow from business-friendly regulations. It would also be unfair to dismiss the positive influence of successive Doing Business reports in motivating governments across the world in undertaking a variety of reforms that have empowered the private sector to play its due role as a source of job and wealth creation. Furthermore, as the ILO acknowledges, the promotion of a conducive business and investment environment can encourage informal firms to formalize.
	It is possible to place undue faith in the power of business-friendly regulation to carve a pathway to shared prosperity. Sustainable job creation and poverty reduction are the product of multiple and complex forces. Procedural reforms that improve the business climate create an enabling condition for the private sector to prosper but does not ensure that these enabling conditions are good enough to overcome deep-structural impediments that inhibit the attainment of job creation and poverty reduction targets. Hence, if business-friendly procedural reforms cannot engender wide-ranging employment and social dividends, they can lead to unfulfilled expectations.
	Perhaps what is most problematic in interpreting the power of pro-business regulations in transforming economies and societies is that there is an implicit – and at times explicit – association between such rules and the need to have highly flexible labor markets. The emphasis on employment flexibility – while appearing to be a reasonable premise - creates a tension between the need to have a business-friendly climate and the need to foster strong labor market institutions. It adds succor to the view that pro-business regulations require the emasculation of labor market institutions. This view has become evident in the case of Georgia. As measured by its EPL index and lack of any meaningful minimum wages, the country has a long way to go before it catches up with EU and global norms. It would mean rebuilding labor market institutions. 

The labour market, employment and poverty: issues and evidence
	This section offers a comprehensive overview of the various interlinkages between the labour market, employment and poverty. They entail discussion of labour market regulations, including labour inspections, minimum wages, active labour market policies, migration and the informal economy.

Employment protection legislation (EPLs) 
	In a comprehensive review of the labor market and employment challenges facing Georgia, one study makes the following observations on the role of labor market institutions (IMF, 2018:25).
Georgia’s employment protection legislation are relatively unrestrictive and are thus unlikely to have a detrimental impact on aggregate employment. There is no unemployment insurance…which could in principle …lower employment and longer unemployment spells. Georgia’s statutory minimum wage is one of the lowest in the world, which makes it unlikely to prevent employment, including from typically disadvantaged groups…
	It is one possible interpretation of the favorable impact of ‘unrestrictive’ employment protection legislation (or EPLs). Indeed, this view can lead to the benign neglect of labor market institutions in understanding the multiple dimensions of the Georgian labor market. 
	There is an alternative view that needs to be discussed. Weak EPLs undermine the strength of labor market institutions and can engender adverse macroeconomic and social implications. This alternative view – which, as will be argued, is embedded in substantial evidence – needs to be given serious consideration. Otherwise, the explanations and empirical investigations of the unsatisfactory labor market and employment outcomes in Georgia will be reduced to a phenomenon of skills mismatch and various structural impediments. Admittedly, these issues are important, but the neglect of labor market institutions in any analytical framework can be costly both for business and policy-makers because they will pay insufficient attention to the potential macroeconomic and social dividends that can be reaped from well-designed and well-balanced labor market regulations. The business community and policy-makers can no longer ignore these issues because the European accession agreement of 2014 has created an external imperative to pay attention to labor standards and the way they affect economic outcomes.
	As noted, Georgia has ratified all the eight core ILO conventions plus a few others, including the Employment Policy Convention. From such a standpoint, Georgia has fulfilled one of its critical obligations as one of the member states of the ILO – although most of these ratifications happened in the 1990s, that is, well before the onset of radical, pro-market reforms. Work undertaken by the ILO and others have shown that because of wide-ranging reforms were undertaken in 2005-2006, Georgia’s labor market became one of the most deregulated in the world. One study, using both an examination of the 2006 labor code and the OECD index of EPLs, clearly show what a dramatic transformation took place within the space of a year. In 2005, Georgia’s OECD-compliant EPL was measured at 1.9, which was very close to the average for non-OECD countries. In 2006, after the formulation of the new labor code, the EPL declined very sharply to 0.51. Figure 11 shows that this makes Georgia a conspicuous outlier.

Figure 11. EPL index (0 to 6)

Source: Author’s estimates based on a simple average of EPLs in three core areas as identified by the OECD. The EPL for Georgia is from Mueller (2012:2).

	Was the dramatic decline in EPL reflected in improved labour market outcomes? Unfortunately, there was little evidence of a major turnaround in the aggregate unemployment rate. Indeed, between 2005 and 2007, the overall unemployment rate increased from 15.1% in 2005 to 17.9% in 2007. The unemployment rate continued to deteriorate at least until 2010. 







Figure 12: Unemployment rate (%)

Source: Geostat

	One study offers a clue. Thus, ‘the conflict with Russia in 2008, the public sector downsizing (2004-2008), and the global financial crisis took a toll on employment.’ (IMF, 2018:23). This clearly suggests that fiscal consolidation (reflected in the downsizing of the public sector) and external factors (crisis and conflict) engender adverse employment outcomes that can easily outweigh any potential job creating dividends from deregulated labour markets. 

Labour inspection
[bookmark: OLE_LINK9][bookmark: OLE_LINK10]	There is also the critical issue of providing a safe and secure working condition for workers. The adequate provision of such a situation simultaneously responds to ethical concerns about the well-being of workers and the need to enhance labor productivity. It is now part of the Sustainable Development Goals (SDGs) under goal 8.
	A time-honored way of providing safe and secure working conditions is to implement a system of labor inspection of work-places driven by well-trained and accredited labor inspectors. Unfortunately, the 2005-6 reforms completely dismantled the labor inspection system. The rationale was that the old structure was rife with corruption and entailed an avoidable infringement on business activities. An evaluation has shown that this led to a sharp rise in the number of deaths and injuries in work-places that diverged substantially from the EU average – see Figure 13.  The statistics do not include self-employed workers. Manufacturing and construction sectors are the most hazardous areas for life and health of workers (more than 60% of work-related deaths in 2017 were recorded in industry and construction sectors)

Figure 13: Average number of deaths per 10,000 workers before and after the abolition of labour inspection


	Partly in recognition of such grim statistics, and partly in response to commitments emerging from the EU-Georgia Accession Agreement as well as the targets specified under the Sustainable Development Goals (SDGs), the current government has committed itself to re-establishing  a system of labour inspections that is expected to be completed by September 2019 within the framework of a new labour code that was put into place in 2013.[footnoteRef:11]  [11:  https://www.ilo.org/dyn/natlex/natlex4.detail?p_lang=en&p_isn=88313] 

	In 2015, a Labour Conditions Inspections Department was created under the auspices of the Ministry of Labour.[footnoteRef:12] At the time, statistics compiled by the ILO suggest that there were only 0.1 inspectors per 10,000 employed persons compared, for example, to 1.4 inspectors per 10,000 employed persons in Germany.[footnoteRef:13] The government is committed to doubling the number of inspectors, but even with such a planned expansion, the Georgian standard will be well below the EU norm. [12:  As noted in bilateral discussions with senior representatives of the Ministry of Labour, 17 September, Tbilisi.]  [13:  ILOSTA, Country Profiles] 

	The re-launching of the labour inspection system is welcome, but there are still some restrictions that are worthy of further consideration.[footnoteRef:14] As stipulated in the new Law on Labour Safety that came into force on March 21, 2018, labour inspections can only be undertaken after receiving prior permission from the court system. In any case, such court-approved inspections are limited to work-places with harmful and hazardous conditions and pertain only to occupational health and safety. These restrictions mean that the evolving system that is expected to be fully in place by September 2019 should be properly aligned with ILO standards (Convention Number 81) and with the directives of the Georgia-EU Accession Agreement. [14:  Tchanturidze, G (2018) ‘Abolition of labour inspection in Georgia: consequences for workers and the economy’, Friedrich Ebert Stiftung, September. The discussion also draws on an extensive interview with a senior official of the Georgia Trade Union Congress…date] 

A roster of independent dispute resolution mediators (continuously trained with the support of the ILO project in Georgia) that provide their services on collective labour dispute mediation free of charge for workers and employers, subsidized by the government was set up in 2014. 
	The latest edition of this roster is officially approved by the Tripartite Social Partnership Commission of Georgia at the beginning of this year. If a collective labour dispute arises at the company, and either workers’ or employers’ representative requests the mediation service, the parties can agree on the candidate from the roster, and the Ministry of Labour will pay the fee of this mediator. There is still a lot of room for improvement in the collective labour dispute mediation system in Georgia. There is a need to improve the overall industrial relations in Georgia through building the institutional capacity of the government, workers’ and employers’ organizations – particularly by strengthening their capacities in making the dialogue by between the workers and management and improving the quality of collective bargaining.  

Minimum wages
	While the current government is committed to labor inspections, however, limited in nature, there is, as yet little public discussion of revisiting the case for minimum wages.  It is an understatement to say, as does an IMF review, that Georgia has ‘one of the lowest statutory minimum wages in the world.’ Neither employers nor workers, take this so-called statutory minimum wage seriously, given that it draws on a somewhat outdated Presidential Decree of 1999 and amounts to around 2% of the average wage.  
	The reluctance to revisit the issue of the minimum wage by both the business community and policy-makers in Georgia is anchored in the belief that it undermines employment opportunities, especially for vulnerable groups in the labour market, and discourages foreign direct investment (FDI).[footnoteRef:15] However , the credibility of such views has not been tested by a systematic review of the evidence.  [15:  This message was reiterated by various respondents during extensive bilateral discussions with representatives of Employers’ Association and government agencies (Ministry of Labour, Ministry of Economy and the National Bank of Georgia) undertaken during a mission to Tbilisi (17 September to 21 September, 2018).] 

	A recent meta-analysis of the minimum wage-employment nexus in emerging economies offers a nuanced conclusion. To start with, consider Table 3 which shows the minimum wage as a proportion of the average wage in a diversified sample of 14 emerging economies. It is clear that Georgia represents a conspicuous outlier relative to this sample. The minimum wage/average wage ratio – the so-called ‘Kaitz index’ - for the sample[footnoteRef:16] is 0.47 vis-à-vis Georgia which is only 0.02. The latest (2017) Kaitz index collected by the OECD for a mixed sample of OECD and non-OECD countries is also very similar. [16: Include countries: South Africa, China, India, Indonesia, Philippines, Thailand, Poland, Russia, Turkey, Argentina, Brazil, Chile, Colombia, Mexico] 


Table 3. Minimum wage/average age  and employment rate 
	Country
	Minimum wage/Average wage
	Employment rate

	Average of 14 countries 
	0.47
	0.58

	Georgia
	0.02
	0.57


Source: Stijn Broecke, Alessia Forti & Marieke Vandeweyer (2017) The effect of

minimum wages on employment in emerging economies: a survey and meta-analysis, Oxford
Development Studies, 45:3, 366-391. The author provides estimates for Georgia and the sample average
	Analysis  suggests that it is possible to have high minimum wages that co-exist with above-average employment rates (that is, above the sample average of 57%), the cases of Colombia (Minimum wage 0.6 and employment .63%) , Indonesia (Minimum wage 0.69 and employment 0.63) and Thailand (Minimum wage.65 and employment 0.71) being most notable in this regard. A more rigorous meta-analysis shows that minimum wages have had little detectable impact on employment. While more vulnerable groups appear to be more adversely affected by minimum wage rises, the effects tend to be small on average [footnoteRef:17]. [17:  Stijn Broecke, Alessia Forti & Marieke Vandeweyer (2017) The effect of
minimum wages on employment in emerging economies: a survey and meta-analysis, Oxford
Development Studies, 45:3, p.384. The study also points out that many empirical investigations in this field suffer from a ‘negative reporting bias’, that is, there is a tendency to report negative results (minimum wages reduce employment). In any case, at least 70% of the estimates that were reviewed were actually statistically insignificant. The mean value of the ‘elasticity’ derived from 746 estimates is 0.047, that is, a 10% increase in the minimum wage might reduce aggregate employment by, at best, 4.7%. ] 

	It is worth noting that the results of this meta-analysis are in line with the findings of World Development Report 2013 which pointed out that ‘…most estimates of the impacts of (labour regulations) on employment levels tend to be insignificant or modest’ (WDR, 2013: 261). Even if there is a modest and negative impact of minimum wages on employment, this can be offset by the possibility that minimum wages can alleviate the incidence of low pay and thus reduce working poverty. 
	An evaluation by the European Commission (EC) of 14 OECD countries makes the following optimistic assessment. The evidence suggests that a well-managed minimum wage policy through statutory minimum rates or collectively bargained wage floors can be effective at improving the wages of low paid workers without adverse  effects on employment rates.[footnoteRef:18] [18:  Knight, A et al (2016) Low pay and in-work poverty: preventative measures and preventative approaches, European Commission, May, p.5] 

	One could still argue that minimum wages in general are problematic for a country like Georgia that relies heavily on foreign direct investment. In recent years (2015-2017), FDI as a proportion of GDP has amounted to 9.5%.[footnoteRef:19] High minimum wages might deter FDI which usually is motivated – so goes the argument – by the incentive to locate in low-wage labour markets. The problem with this line of reasoning is that it is incompatible with the predominant finding in the academic literature that FDI creates a ‘wage premium’, that is, affiliates of multinational companies pay significantly higher wages than their domestic counterparts, while boosting both employment and productivity.[footnoteRef:20] Thus, it is unlikely that foreign firms would be deterred by minimum wage legislation.  [19:  National Bank of Georgia (2018) Current Macroeconomic Review: Analytical Tables and Charts, Table 3.3, p.9, September]  [20:  Hale, G and Xu, M (2016) ‘FDI effects on the labor market of host countries’, Federal Reserve Bank of San Francisco, WP No.25, September.] 

	One should not ignore the fact that reputable international companies do care about reputational damage and seek to uphold the ethos of global corporate social responsibility by upholding the cause of well-designed and adequately enforced minimum wages. Indeed, there is a well-known case in Georgia in which internationally recognized companies – Adidas, New Balance, Nike, Puma – who are members of the US- based Fair Labour Association, petitioned the Minister of Internally Displaced Persons from the Occupied Territories, Labour, Health and Social Affairs. They ‘strongly encouraged’ the government[footnoteRef:21]: [21:  http://www.fairlabor.org/report/fla-and-four-affiliated-companiescall-meaningful-minimum-wage-georgia ] 

…to establish a meaningful minimum wage along with other basic protections for workers such as effective labor inspections. Legal minimum wages should be negotiated in consultation with workers and their trade unions, civil society, employer associations, and suppliers. As a confirmation of its intent, we encourage the government to ratify ILO conventions 26 and 131 concerning the setting of minimum wages.

	Some studies have proffered evidence that a reduction in Employment Protection legislation (EPL) associated with higher inflows of FDI, although others have contradicted this claim. It is part of the so-called ‘race to the bottom’ hypothesis in which host countries competitively undercut labor standards to attract FDI. The normative implication of ‘race to the bottom’ is problematic because it is detrimental to the welfare of workers which may not be adequately compensated by greater economic flexibility. In any case, there are multiple determinants of FDI inflows, such as growth, political and economic stability, and unless these enabling conditions are in place, a radical approach to lower labor standards will not be a successful strategy.

Investing in active labour market policies (ALMPs): recent history and latest state of play[footnoteRef:22]  [22:  A good and comparative historical account of ALPMs in Georgia can be found in ETF (2011) labour markets and employability: trends and challenges in Armenia, Azerbaijan, Belarus, Georgia, Republic of Moldova and Ukraine.] 

	The main strategic document dealing with employment promotion issues is the 2008–12 Georgia Without Poverty Programme, inspired by a poverty reduction and economic growth strategy. Between 2000 and 2004, Georgia made substantial cutbacks (50%) in the number of PES staff. In 2005, the PES was integrated with other social services and became the Agency for Social Assistance and Employment; its functions were mainly related to social assistance, and by 2007 it only retained this one function. Today there is practically no PES in Georgia. In 2006, the Georgian government decided to eliminate the system of unemployment benefits and replace it with a social assistance programme addressing low-income families in general. Georgia also suspended all labor market measures since 2007, and the limited programmes to provide cheap credit and social assistance to poor families were suspended owing to the economic crisis in 2009. The underfunded training programmes that were provided in the country until 2006, were canceled because of their low level of effectiveness and funding. An active labor market initiative aimed at job creation, launched in 2008 by the Ministry of Economic Development, supported access to financing for business projects under favorable lending conditions. It benefited around 30 000 people in starting up businesses oriented to exports, agriculture, tourism, and crafts. Although the programme was in high demand, it was also suspended in 2009 because of the economic crisis.
	What is the latest state of play now? The Social Service Agency (SSA), a legal entity of public law under the Ministry of Labour, has the Employment Department that manages a database which tries to provide the employment services function of job matching and labor counseling. Various ALMPs have been put in place since 2013, including job counseling,  internship programs,  re-qualification programs for low-skilled jobseekers and job fairs. The SSA have 69 offices across the country, however, and around 217 442  of job seekers are registered in this database among them 18 308 are active (2018). These services need considerable improvement and public awareness raising. 
These are the first steps, after the abolition of the PES in 2007, to provide such services to the population.
 	A roster of independent mediators (continuously trained with the support of the ILO project in Georgia) that provide their services on collective labor dispute mediation free of charge for workers and employers, subsidized by the government was set up in 2014. 
	The latest edition of this roster is officially approved by the Tripartite Social Partnership Commission of Georgia at the beginning of this year. If a collective labor dispute arises at the company, and either workers’ or employers’ representative requests the mediation service, the parties can agree on the candidate from the roster, and the Ministry of Labour will pay the fee of this mediator.
 	There is still a lot of room for improvement in the collective labor dispute mediation system in Georgia as well as in ALMPs in general. At the same time, one can suggest that labor market access for those most in need are now less cumbersome than they were before. 
	There is no real unemployment register, as the only registration is that in the Worknet database for job seekers. Unemployed are not motivated to register with the Employment Support Services (ESS) due to the non-existence of unemployment benefits and skepticism about getting any other service. Additionally, entrepreneurship training is limited. 
In more details, the main challenges can be summarized as follows:
· Georgia misses an essential piece of legislation that would set the basic rules and define the overall environment for the provision of ALMP. 
· Insufficient personnel capacity (regarding number and expertise) 
· Inadequate material and technical equipment of employment services, including insufficiently functional information system.
· Lack of capacity of profiling job-seekers
· Lack of cooperation between the relevant players in the labor market
· The monitoring and evaluation system for the active labor market programs are not systematic.

Managing migration and its ramifications
	Given the high rate of net out-migration, especially of young people, it would be worthwhile to pose the question of how to respond to it. Should one seek to regulate it with the expectation of reducing the flow of people moving out of Georgia to various parts of Europe and elsewhere? Should one offset out-migration by engaging in a large-scale programme of recruiting workers from abroad?
	Attempts to restrain migration are antithetical to the market-friendly and democratic ethos of Georgia. Seeking opportunities for a better life is a human right. Curtailing such a right is detrimental to the attainment of societal welfare.  Dealing with migration, therefore, requires a deeper comprehension of the various forces that drive such a phenomenon as well a clear appreciation of its benefits and costs. Good public policy should, therefore, endeavor to maximize the ex-ante net benefits of migration by using an evidence-based approach. 
	Both ‘push’ and ‘pull’ factors drive out-migration. Regarding ‘pull’ factors, one cannot avoid the attraction of better employment opportunities and living standards in Europe and elsewhere. Hence, the aim should be to improve the ‘push’ factors that drive people to move out of Georgia. This means, of course, continued attempts to improve wages and working conditions in local labour markets and, in general, a suitable living environment in Georgia. There is no other viable and sustainable alternative to dealing with out-migration. 
	Some might offer a more nuanced interpretation of out-migration and suggest that, despite the likely negative impact on growth through a reduced work-force and higher dependency rate, there are positive macroeconomic consequences of migration. This is due to the remittances that are engendered by Georgians who work abroad. Remittances in Georgia increased to 389221 thousand USD in the second quarter of 2018; As noted, remittances have played a significant role in financing Georgia’s balance of payments enabling the country to run relatively high current account deficits. There is also little doubt that remittances play an important role in reducing poverty. Furthermore, one could argue that remittances add to the pool of investible resources and thus support higher growth. They enable governments to enlarge the tax base by taxing remittance-induced increases in domestic consumption. 
	Recent research suggests that, while remittances can, in principle, leave a positive macroeconomic imprint, the available evidence paints a less optimistic picture. To start with, there is no statistically significant association between growth and remittance inflows. It might be attributed to the fact that remittances typically finance consumption rather than investment and they might create disincentives to participate in the labor market thus reducing the labor force participation rate. Furthermore, large-scale remittances can lead to sustained real exchange rate appreciation reducing international competitiveness and hence the role exports can play in supporting growth.
    Remittances could have unanticipated ‘…political economy side-effects’. Why? This is because ‘…families that receive remittances are better insulated from economic shocks and are less motivated to demand change from their governments; the government, in turn, feels less obligated to be accountable to its citizens’.
 	
Dealing with the informal economy
	Estimates of the informal economy for Georgia vary widely. It  is in part because of the way it is conceptualized. There is a burgeoning literature on estimating the ‘shadow economy’ and in comprehending its driving forces. Analysts of the shadow economy define it as including ‘… all economic activities which are hidden from official authorities for monetary, regulatory, and institutional reasons.’ They regard participation in the shadow economy as the product of a rational calculation by individuals and enterprises to avoid the tax burden – as a prime manifestation of the regulatory burden – and high labor costs. This definition of the shadow economy is judgemental because it presumes that unrecorded economic activities are driven by choice rather than compulsion. Indeed, analysts of the shadow economy regard it as a synonym for the informal economy. At the same time, such analysts concede that 
	‘Measuring informality is important given that workers in informal conditions have little or no social protection or employment benefits, and these conditions undermine inclusiveness in the labor market. Additionally, informal economic activity ….limits tax revenues for developing countries most in need of a stable tax base.’
	The literature on the shadow economy ignores the well-established ILO-led literature on the informal economy and even the fact that there is now an accepted indicator of informality within the framework of the SDGs. The ILO has, over the years, sought to arrive at a consistent statistical definition that is non-judgemental. It focuses on unregistered enterprises that form the informal sector and informal employment – that is, employment that has little or no social protection and other types of labor protection– in the formal area. The accepted approach within the SDG framework is to focus on informal employment within the non-agricultural sector across the member states of the UN system. Accordingly, the goal is to reduce the incidence of informal employment and improve the productivity and living standards of those who are in informal employment.
	The literature on the shadow economy typically uses model-based estimates to determine its size and evolution over time. Using this approach, one finds that the shadow economy is nearly 65% in Georgia[footnoteRef:23] – which is one of the highest in the world. This is ironic given the contention of this paper that Georgia is one of the most liberal economies in the world. Hence, issues such as a high tax burden and labour market rigidities that affect other countries are much less critical in Georgia. It is thus intriguing why the estimates are drawn from cross-country data on the shadow economy turn out to be so large in Georgia and why an earlier estimate shows that the size of the informal economy is a little over 30% in Georgia[footnoteRef:24]. It is also ironic that, in compiling statistics on the informal economy within the framework of the SDGs, the ILO is unable to find any pertinent estimate for Georgia[footnoteRef:25].   [23:  IMF working paper: Shadow Economies Around the World: What Did We Learn Over the Last 20 Years? 2018completed tertiary education, ulation T. levels of education rkig povert t and"]  [24:  Abdih, Y and Medina, C (2013) ‘Measuring the informal economy in the Caucasus and Central Asia, IMF Working Paper No.137]  [25:  Towards an employment-friendly macroeconomic policy framework: the case of Georgia  Content, 2018. Paper prepared for ILO, Moscow by Iyanatul Islam, Griffith Asia Institute and former Branch Chief, ILO, Geneva] 


[bookmark: _Toc530497550][bookmark: _Toc532127872]2. 4. Education, skills and employability: A policy consensus
[bookmark: OLE_LINK11][bookmark: OLE_LINK12]	Virtually all informed observers of the Georgian economy agree that a well-educated work-force equipped with relevant skills plays a critical role in determining employability and stimulating growth. There is an intellectual and policy consensus cutting across critical actors in both the national and international community that there is considerable room for improvement in the quality of the education and training system in Georgia that would produce workers, most notably young people, with skills that are attuned to the needs of the labor market. The a priori assumption is skills mismatch in the local market is a significant determinant of poor employment outcomes, especially among young men and women. How to respond to this skills mismatch is thus a highly topical policy issue.
	It would be useful to set the empirical context to the debate on education, skills, and employability in Georgia. Is it the case that the private sector considers an inadequately educated work-force as the primary obstacle to doing business in Georgia? The government believes this to be the case: ‘The lack of qualified labor force is repeatedly reported as one of the most problematic factors for doing business in Georgia’.
	A 2016 Survey by the World Economic Forum offers corroborates this view as can be seen in Figure 14. Both an inadequately educated work-force and poor work ethic are ranked among the most critical constraints for doing business in executive opinion surveys.

Figure 14: Georgia, the most problematic factors for doing business, 2016 


A 2013 ‘employer skills survey’ conducted by the World Bank arrives at the following conclusion:
The analysis finds that there is a skills shortage in Georgia despite high unemployment. It is difficult for employers…to find workers with the required skills. Employers demand not only ‘hard’ technical skills…but also ‘soft’ social and behavioural skills…as well as higher-order cognitive skills…And these are the skills that young Georgians often lack.[footnoteRef:26] [26:  Rutkowski, J (2013) ‘Workforce skills in the eyes of the employers’, The World Bank, 29 October. See also, World Bank       
     (2013) Georgia: skills mismatch and unemployment, March] 


Another 2013 survey, also conducted by the World Bank, on the most important obstacles to the business environment in Georgia (along the lines of the WEF study cited above) suggest a different finding: only 2% of firms consider a poorly educated work-force as a major constraint on business operations – see Figure 15.[footnoteRef:27] [27:  World Bank, World Enterprise Survey: Georgia, 2013] 


Figure 15: Georgia, Top business obstacle for firms, 2013

	
How can one reconcile these apparently contradictory findings? The problem is not the lack of an educated work-force. Georgia has 100 literacy rate and, more importantly, 43% have completed tertiary education. Hence, the educational attainment of the work-force is very high, with well over 50% having at least secondary education in urban areas. Women and informal workers are more likely to be over-educated for their current jobs. The rate of over-education is highest for business graduates, Technology, engineering, mathematics (STEM), information, communication, technology (ICT) and architecture graduates. Over-educated workers is the lowest  for the following graduates: humanities, social sciences, education, social services, law and health[footnoteRef:28]. Women and the less skilled workers among the tertiary educated are more likely to take jobs that require lower levels of education. [28:  World Bank, Georgia at Work: Assessing the Jobs Landscape, 2018] 

	Of course, highly educated workers do not necessarily mean highly skilled workers. The popularly cited ‘skills mismatch’ in Georgia is a mismatch between excess supply of high educational qualifications and insufficient demand for such qualifications. The latter in turn is the reflection of a slowly evolving economic structure that is dominated by agriculture and low productivity service sector activities. The result is that many educated workers find themselves either unemployed or underemployed, despite more than a decade of pro-market reforms.  The long-term solution lies in the structural transformation that can produce enough good jobs that make use of workers with high educational qualifications or at least creates an incentive for them not to become a passive member of the NEET population.
	Based on the STEP survey 66% are well matched, 29% over educated and 4% undereducated[footnoteRef:29].  While it is easy to pontificate on long-run solutions, the government of the day has to find ways to cope with popular demands to deal with the skills mismatch. Not surprisingly, education reform to improve the quality and market-relevant skills of young Georgians – ranging from early childhood to the tertiary level - is high on the current policy agenda. This is what the government proclaims:[footnoteRef:30] [29:  Handel (2017a) who analyses key issues surrounding skills mismatch in 12 low- and middleincome countries11 that had participated in the Skills Toward Employment and Productivity (STEP) survey.12 ]  [30:  Government of Georgia (2018) Memorandum of economic and financial policies. June, p.65] 

…We will design a comprehensive education reform that will cover the following areas: (i) early childhood education; (ii) secondary education; (iii) vocational education and training; (iv) higher education; (iv) science and research…This reform will entail, among other things, setting curriculum standards, a new teacher policy framework, and more effective vocational training and adult learning. We will encourage the participation of employers in the design of curriculum to better prepare the young for labour market demands. Finally, we will support job seekers with guidance on job selection, preparation and retraining.
Such an ambitious education reform agenda has fiscal implications. Internal discussions with senior representatives of the Ministry of Education suggest that its current VET  budget would have to increase by 63% by 2019 in order to meet the demands of education reform, while the problem of chronic understaffing, especially in critical areas of strategic policy and planning, will have to be addressed. [footnoteRef:31]  [31:  Based on interviews held with ministry representatives as part of a field mission to Tbilisi, 17 September to 22 September] 


Social Partnership
	Level of involvement of industry in education or LM is still low; there is a lack of social dialogue tradition; in general, there is a lack of Social Partnership.
	Social Dialogue or Partnership in VET and LM is not well planned, organized and systematic; Mainly, Social Partnership is not among the immediate needs of the Social Partners. There is a lack of trust towards the quality of the graduates or formal qualifications. There is a delayed response from the educational side in providing relevant cadres. There is a lack of information about sectoral and regional demands for workforce and skills. The Social Dialogue should make it possible to support the introduction of the necessary reforms in the VET and LM. Social Partners can play an essential role in skills development and matching of skills.  Reducing skills mismatch with lasting effect requires the establishment of effective SP dialogues especially at the sectoral level.  There is a need for continuing intervention in this regards.  

[bookmark: _Toc530497551][bookmark: _Toc532127873]2.5. Enterprise development, investment in infrastructure and job creation: targeted approaches
	There is no evidence that the improvement in the business environment supported firm productivity and job creation (World Bank 2017, Bertrand and Kramarz 2002).  Job creation is not in line with economic growth. Despite 5.7 percent GDP growth between 2005 and 2015, employment only grew by 0.29 percent (5 percent growth elasticity of jobs). It is low performance compared to international standards; for each percent of GDP growth, employment grows by 0.34 percent (elasticity is 34 %). Besides, the transformation from low productivity rural to high-productivity urban jobs is not happening fast enough.
	Between 2006 and 2015, the service sector expanded substantially, explaining more than 80 percent of the average yearly employment growth. The next is the industry sector, while agriculture remained constant. Manufacturing has also only limited growth; a slowdown in productivity in recent years is a result of issues like constraints to firm size and expansion of low-skilled workers. 
	Individual and micro-firms (below ten employees) represent almost 90 percent of the enterprises, of which 50 percent is accounted for by the wholesale and retail sector. Large firms (at least 100 employees) represent less than 1 percent of all firms but account for 43 percent of total employment; medium-sized firms (between 20 and 99 employees), represent only 5 percent of total firms; employment is concentrated in more significant and relatively old firms around for more than five years. Small firms create a job in the short run, fail to grow to medium-sized firms and they have high failure rates. Among all firms operating in 2012, over 50 percent of individual and small firms exited before 2016. Thus, more than half of all individual and small firms do not survive four years in business.
	Enterprise development is an essential source of job creation. After 2012, Georgia has expanded its approach towards enterprise development. Two new institutions, Enterprise Georgia and Georgia’s Innovation and Technology Agency (GITA), have been created to provide financial and technical assistance for entrepreneurship, innovation and export promotion. 
	The case of Enterprise Georgia is noteworthy. It is the first government institution in Georgia mandated to facilitate the private sector in particular SME development through a variety of financial, technical support and export support. The Agency is part of a new governmental program “Produce in Georgia,” initiated by the Prime Minister to encourage domestic production and increase productivity and competitiveness of SMEs. Since June 2014, 62 new businesses were launched under this programme with a total investment value of USD 111.9 million.
	Under the current lending arrangement with the IMF, considerable emphasis is placed by the government on investment in infrastructure as a source of job creation. Good examples of recent initiatives include the large-scale projects Ministry of Agriculture and Ministry of Infrastructure to construct and rehabilitate of infrastructure. The projects are funded through public resources, state budget or loans from foreign investors and international institutions. There is substantial job creation. The procurement conditions usually require that workers will be employed locally.     
	Another major infrastructure project is the Anaklia Deep-sea Port construction project. It will be an essential trade bridge between Asia and Europe, as well as creating new economic opportunities for other countries in the Black Sea basin. The Port of Anaklia has the potential to become the shortest route from China to Europe, a route that has become a major focal point of Chinese investments in infrastructure. Anaklia Deep Sea Port will become competitive as a corridor, such as the Iranian, the Russian, and the Baltic corridors. The expectation is that, when construction commences, the project will employ primarily unskilled workers.
	The government should consider a more employment-intensive approach in the implementation of these projects. It should also introduce more structured monitoring and evaluation of their job creation potential.

[bookmark: _Toc530497552][bookmark: _Toc532127874]2.6. Social protection: combining targeted approaches with universal schemes[footnoteRef:32] [32:  This section draws on UNICEF (2018) Welfare Monitoring Survey, June, Tbilisi] 

[bookmark: OLE_LINK13][bookmark: OLE_LINK14]	Social protection is an important element of macroeconomic management. Expenditure on social protection can be used in a counter-cyclical manner to respond to external shocks. It can be used as a tool to fight chronic poverty and to act as a redistributive tool. It can be seen as an investment in human development, especially when it is geared towards supporting the health and education of the population. Expenditure on social protection also lies at the centre of debates on fiscal consolidation. The key challenge is to find the right balance between protecting the needs of the poor and the vulnerable and the macroeconomic imperative of fiscal consolidation. It is this striving for a balance that is at the core of current discussions on fiscal consolidation in Georgia. 
	Social protection in Georgia combines both targeted and universal elements. There is the targeted social assistance programme (TSA) which is combined with a universal old age pension scheme and, more recently, universal health care. These initiatives towards expanding social protection owe much to the current government rather than its predecessor. 
	Targeted social assistance was well established even during the most intense period of market-oriented reforms in the mid-2000s and was developed to supplement the long-standing categorical benefits directed towards particular groups of people (pensioners, orphans, people with disabilities etc.).  As a result of reforms in 2006, targeting was undertaken on the basis of detailed eligibility criteria that was heavily weighted in favour of non-income dimensions of a household’s socio-economic status to reduce both so-called ‘inclusion’ and ‘exclusion’ errors. One evaluation suggests that in the pre-reform period 3.3% of the non-poor received benefits (inclusion errors), but following the introduction of the new targeting methodology, it dropped to 0.5%. Furthermore, before the reform only 20.1% of the extremely poor and 4.4% of the poor received benefits (exclusion errors). Following the change, 73.7% of the extremely poor and 31.4% of the poor receive benefits. An impact analysis of the 2006 version of the targeted scheme shows that poverty would have been two percentage points higher in 2009 in the absence of such a system.[footnoteRef:33] Though It should be mentioned that as women's economic participation rate is lower than men’s participation rate and there is a considerable gender pay gap, under this pension scheme, women are at risk of an old age poverty. [33:  Geostat, 2018] 

	In 2013, following the change of government in 2012, a technical review of the targeted social assistance programme was undertaken with the support of UNICEF and the World Bank. In mid-2015, following the conclusion of the technical report, the current version – TSA-CB – was implemented. As of September 2017, 12.4% of all households receive benefits ranging 30 GEL per month to 60 GEL per month. An impact assessment suggests that in the absence of this programme, child poverty would have been 6.3 percentage points higher.	
	In 2017, the targeting of TSA (based on proportion of TSA received by 20% of poorest families) increased but coverage rate decreased (based on 20% of poorest families receiving TSA). This can be seen in Figure 16.

Figure 16: Georgia, TSA: coverage and incidence


	Categorical benefits still constitute a significant component of Georgia’s social protection system. 34.2% of the poorest 10% of households in 2017 received this benefit which, on average, amounted to 79.7 GEL per month. Impact analysis suggests that categorical benefits have a major impact on extreme poverty.
	Non-contributory old age pension is the most comprehensive and universal element of Georgia’s social protection system and easily constitutes the largest item in the government’s social expenditure budget.  59% of all households in Georgia include at least one person of pension age. In 2017, the average amount of pension received per household was 180 GEL  per month which is significantly above the subsistence minimum income. Impact analysis suggests that extreme poverty among old age people would have been substantially higher in the absence of such a scheme.
	New legislation now has added a supplementary contributory pension scheme that will be supported by governments, employees, and employers with the aim of providing adequate replacement income in retirement. The system is mandatory for those under the age of 40. It means that the non-contributory old age pension scheme will become a primary instrument for dealing with old age poverty.
 	In 2013, the government introduced a universal health care programme (UHCP) that seeks to ensure state support to all citizens in need of health treatment. In 2017, 82% of the population is covered by UHCP, although 11% of the people are not aware of this programme. Survey results suggest that there was a significant drop in the proportion of households experiencing barriers to health services.
	In sum, the Georgian social protection system has evolved in a manner that combines both targeted approaches and universal elements. From a macroeconomic and a social perspective, the social protection system plays a significant role. As noted, impact analyses suggest that social protection has made a substantial difference to the incidence of extreme poverty in Georgia and has played a significant role in stabilizing domestic consumption which is a core component of aggregate demand. Taken as a whole, in 2017, social protection expenditure accounted for 25% of public central spending and consumed 6.7% of GDP. The number of beneficiaries of the various forms of social transfers is rather large. In 2017, based on survey data, a staggering 67.5% of all households received some kind of social transfer. 
	 
[bookmark: _Toc532127875]2.7 Summary of the Main Challenges in Georgian Labor Market 
	Based on the analysis the following challenges that the Georgian labor market and employment sector  face can be identified:
•    Underutilization of labor resources- this is a combination of two phenomena
o    High level of unemployment - high level of unemployment is primarily in urban areas and is of long duration, especially among youth and for groups at risk in the labor market. 
o Employment in low-productivity sectors - refers to low earnings that together with unemployment, is an essential factor of poverty in Georgia. Low productivity is dominated by self-employment. In rural areas, workers are mainly employed in agriculture. Informal employment is also a challenge for Georgia. 
Thus, the policy challenge is not only to create more jobs but also to increase the productivity of jobs to reduce unemployment and to stabilize the size of the workforce population. 
o Declining workforce – due to high migration, aging of the population and low fertility rate.  Demographic issues are a severe challenge to the development of Georgian labor markets in the medium and especially in the long run.
•   The mismatch between demand and supply - Despite high formal education many of the unemployed lack skills required by employers. Workforce skills are a significant obstacle, especially for modern and growing firms. The mismatch is not only quantitative but also structural (by occupations) and qualitative (by qualifications). 
In general, the employment structure changes only gradually in Georgia. The shift in the demand for skills from the “traditional” towards “modern” skills is quite limited, and jobs held by young workers and older workers do not vary significantly. The education system does not equip workers with the skills demanded by the market. 
•    Earnings inequality – As mentioned above wage inequality is high in Georgia. Low-paid Georgian worker earns about one-third of the median wage, while in the most EU countries, low paid workers get about 50 -65 percent of the median wage. Salaries and household income status are strongly linked in Georgia. Low-paid workers are often poor. Large wage differentials may be a barrier to social cohesion, and thus can have a negative impact on social welfare. 
•    Poor working condition and protection of workers’ rights - as mentioned above, the challenge is hard and harmful states of work, lack vacation, loss of salaries, unjustified exemption from work, age, more than 8 hours per day, etc. It is a legacy of past attempts to attain a highly deregulated labor market. High level of informality is also seen as a manifestation of poor employment conditions.

	Conceptual Framework of the  Labour market can be  formed by the interaction between supply and demand for labor within an institutional/regulatory environment. The factors affecting demand include the global business cycle, the macroeconomic environment, investment climate, and sector/firm characteristics (labor/capital intensive, skills required, etc.  The factors affecting supply include demographics, education, skills, and labor migration. 
 	The analysis shows that policy reforms are needed to create more jobs, protect worker rights jobs and increase earnings. Increase labor productivity, as well as the reduction of unemployment, are essential factors in addressing in-work poverty. It also requires improving the skills to reduce the skills mismatch and support modernization of the Georgian economy.

[bookmark: _Toc532127876]Chapter 3. Strategy Goal and objectives  
[bookmark: _Toc527407872][bookmark: _Toc530255679][bookmark: _Toc530861463][bookmark: _Toc531955166][bookmark: _Toc532127877]	The goal of the employment strategy in Georgia is to increase the quantity and quality of jobs, promote social inclusion and equity in the labour market.
[bookmark: _Toc527407873][bookmark: _Toc530255680][bookmark: _Toc530861464][bookmark: _Toc531955167][bookmark: _Toc532127878]	The specific goals of the Strategy are to introduce various intervention measures to overcome labor market challenges. Within this overall objective, the following objectives were identified: 
1. Strengthening the national policy framework and labour market institutions 
2. Promote job-rich growth and improve the quality of jobs
3. [bookmark: _Toc531955168][bookmark: _Toc532127879][bookmark: _Toc527407874][bookmark: _Toc530255681][bookmark: _Toc530861465]Maximize the benefits of the workforce and  promote equity 
4. [bookmark: _Toc531955169][bookmark: _Toc532127880][bookmark: _Toc530255682]Improving the skills and employability of the workforce and reduce the mismatch between demand and supply
5. [bookmark: _Toc531955170][bookmark: _Toc532127881]Fostering linkages between employment and social assistance programmes

[bookmark: _Toc531955171][bookmark: _Toc532127882]Strategy targets 
Targets are set according to the Socio-economic Development Strategy of Georgia 2020 and the main LM trends.  
Table 2.2.1: The main indicators of Georgia for 2017 and proposed targets for 2023
	Indicator
	Value (%)2017
	Targets for 2023

	Labour force participation rate (%)
	65.8
	

	Labour force participation rate, men (%)
	74.6
	

	Labour force participation rate, women (%)
	58.2
	60

	Employment-to-population ratio (%)
	56.7
	

	Employment-to-population ratio, men (%)
	63.4
	

	Employment-to-population ratio, women (%)
	50.8
	55

	Share of agriculture in total employment (%)
	43.1
	<41

	Share of industry in total employment (%)
	13.2
	

	Share of services in total employment (%)
	43.7
	

	Unemployment rate (%)
	13.9
	<12

	Unemployment rate, men (%)
	15
	

	Unemployment rate, women (%)
	12.7
	

	Long term unemployment
	41.4
	<39

	Share of long-term unemployment in total unemployment (%)
	41.4
	

	Youth unemployment rate (%)
	28.9
	26

	Youth unemployment rate, men (%)
	26.3
	

	Youth unemployment rate, women (%)
	32.8
	

	NEETS
	30
	27

	Implied per capita growth rate (annual) [footnoteRef:34] [34:  The implied growth rate is based on the difference between the actual per capita GDP in 2012 and targeted real per capita GDP in 2020] 

	5
	7.3

	Gini coefficient 
	0.43
	0.35


Source: ILOSTA, country profil
The target groups of the Strategy are: 
· Unemployed population: woman, men, youth 
· Various social groups: low-skilled workers, older workers, immigrants, migrants,  refugee, ethnic minorities, people with disabilities
· People living in poverty 
· Population in general 

[bookmark: _Toc532127883]Chapter 4. Strategy Objectives and Policy interventions 
This chapter discusses the specific objectives and policy interventions to increase the employment of the population through revealing unused workforce,  human resources development as well as an increase of the productive forces. 
[bookmark: _Toc530255687][bookmark: _Toc532127884]4.1 Strengthening Policy Framework and Labour Market Institutions 
	This brief review of various dimensions of Georgia’s labor market suggests that the robust policy framework that has prevailed well over a decade has yielded tangible benefits regarding macroeconomic stability and robust growth. However, this framework has not brought about similar improvements in the labor market and social indicators. Hence, a much more strategic approach is required to make measurable progress towards a prosperous and inclusive upper-middle-income economy. 
	The Georgian legislation in the field of employment, labor market and labor migration should harmonized with the EU legislation and be focused on the implementation of international instruments and standards. 
	It is important to support policies enabling the overall business environment; continuing fiscal consolidation and reducing the current fiscal deficit is an important measure; In general, effective fiscal policy should at the center of a new policy agenda. However, at the same time, a core element of the reform should be empowering and strengthening labor market institutions. It would entail, among other things, a renewed focus on the strengthening of LM institutions, protection of workers’ right, improve working conditions, and strengthening ALMPs. 
	
[bookmark: _Toc531955174]4.1.1 Support Worker’s right and safe working conditions
[bookmark: _Toc531955175]	Georgia needs to strengthen legislative and institutional framework that will transform the existing Department of Labor and Employment Policy  into a fully-fledged labour inspection body and consider its independence and effective institutional capacity.  The focus should be on the strengthening the human capacity as well as expand the mandate of Labour Inspection to include all branches of economic activity, labor rights, and labor relations.
[bookmark: _Toc531955176][bookmark: _Toc532127885]	The business community and policy-makers should pay more attention to labor standards and the way they affect economic outcomes, as the Association Agreement requested it in  2014. It is crucial to provide a safe and secure working condition for workers, that is an essential condition for the well-being of workers as well as and the enhancement of labor productivity. Implementation of Georgian Law on Labour Safety (2018) is essential.  
[bookmark: _Toc531955177][bookmark: _Toc532127886]	Flexible working arrangements are one of the most critical components of flexicurity, that might be a long-term target of the strategy.  It is crucial to offer Various flexible work arrangements widely practiced especially in developed countries, such as part time work, fixed-term work, temporary work via private employment agencies, remote work, on-call work, homework, work share and flexible work time model are among the most common flexible work practices. 
	As Georgia has a high incidence of low wage employment and working poverty, the introduction of minimum wage policy can produce positive macroeconomic and social bonuses. Minimum wage policy should be introduced in combination with corresponding actions, such as education and skills policies and active labor market programmes. It is essential to standardize waged for the same position in different public institutions. It is recommended to create effective Incentives to work; Support equal access to jobs and equal pay for women and minority groups, old worker, low skilled workers, etc. It is recommended to reduce the proportion of people working excessive hours as well as those who are underemployed.  
	Important initiative can be the creation of a database of unemployed people not only jobseekers and introduce unemployment benefits based on specific criteria for a period of 1-6 months after remaining unemployed; Decent income should be provided for unemployed population, to prevent them from falling into poverty. It is important to develop effective assistance for re-employment. 

4.1.2. Deal with informality 
	First of all, any policy discussion on informality in Georgia should have to commence with a shared understanding of what it means for the country. 
 	Thus it is crucial to achieving an agreement about one issue:  are we dealing primarily with productive but unrecorded activities that enterprises and individuals undertake because they find it profitable to hide such activities from the purview of the government? Or are we dealing primarily with an informal economy populated by low productivity activities that enterprises and individuals engage in because they have limited opportunities to find formal employment? 
	The resolution of this issue is crucial for deciding about the follow-up actions. It is essential to take into account the ILO-led approach, in which informality is seen as a manifestation of poor employment conditions that needs to be given serious consideration.
	It is crucial to examine the methodological issues related to the collection of accurate data on the informal economy, that can be used for the development of evidence-based policy as well as for the monitoring and evaluation. 
	The transition to formality is best achieved through a combination of incentives and compliance-based measures. In this respect, social dialogue with employers and workers, including the participation of vulnerable groups, can play a crucial role in supporting and facilitating the design and implementation of integrated, coherent and coordinated policy packages.
	The aim of the policy should be to facilitate the transition of workers and economic units from the informal to the formal economy, to promote the creation of enterprises and decent jobs in the formal economy, and to prevent them in the in formalization of formal jobs.
	It is essential that policy framework deal with effectively the various issue related to the informality, such as low-quality employment, inadequate social protection, poor governance, and low other obstacles that workers and enterprises face when caught in the informality trap. 
	Finally, it is very important to reduce the dichotomy between regular forms of employment (the so-called “insiders”, i.e. workers in regular jobs enjoying high employment security under EPL) and other atypical forms of work (“outsiders”, i.e. those in fixed-term, seasonal or any type of informal employment), not covered by EPL. Policymakers should focus more on improving wages and working conditions of employed workers as well as those who are locked in informal employment. It would also mean making progress towards meeting one of the targets within the framework of SDGs.  
 
4.1.3 Maximising the impact of active labour market policies 
	A more systematic approach towards ALMPs should be introduced by introducing legislation and relevant sub-legal norms that would set the basic rules and define the overall environment for the provision of ALMP. Such a role can be played by an Employment Services Act that provides the definitions, lists the types of ALMP measures, defines the target groups, sets the eligibility criteria etc. 
	The relevance of ALMPs should be regularly assessed. Performance monitoring needs to be complemented by net impact evaluation after a certain period. ALMP should be built on practical experience.
	The array of ALMP measures should be broadened and systematized. It is recommended to introduce ALMP measures that are now missing, such as start-ups, public works, support to mobility, employment incentives.
 	For the SSA/ ESS should be beefed up in terms of staff and resources; capacity building is important for well managing the contact with employers, to implement  various ALMP measures. activities such as registration, profiling and interviews, career guidance and consultations and mediation.      
	A young person should be offered  relevant ALMP measures before reaching six months of unemployment, in the form of training, retraining, work practice, a job or other employability measure. Unemployed adults are also offered varies measures before reaching 12 months, by accompanying individual vocational guidance.
	Worknet should be further developed. A tracking feature should be incorporated so that the ESS can observe the outcomes of the measures (match taking place). It is recommended to revise the existing mechanism for registration of employment statistics of job-seekers who got various ALMP services. Currently employed can be considered a person only if an employer confirms formally about his/her employment; as employers do not have a formal responsibility to provide feedback about the employed status, the statistic of employment through ALMP services is not inclusive. 
	The social partners’ role in implementing and evaluating ALMPs needs to be reinforced, including their part in decisions on the level and allocation of funds to ALMPs at the national, regional and local levels. Their role should be strengthened at all stages, which also requires substantial capacity building of both social partners
[bookmark: _Toc530255688]		
[bookmark: _Toc532127887]4.2 Promote job-rich growth and improve the quality of jobs
4.2.1 Job creation 
	To reduce unemployment in Georgia  policy should focus on two primary areas: create more and increase productivity of jobs. It is necessary to create more and better jobs in the regions as well as in the high productivity areas of economics
	It  requires a favourable investment climate, sustainable long-term economic growth and industrial restructuring. Creation of highly skilled jobs in the modern sector are required to absorb the unemployed highly educated young workers. Job creation outside agriculture should be fostered in order to reallocate labour away from subsistence farms to more productive activities in the industry and services sectors.	 
	Improving local potential is important. Transformation of the agriculture sector, from a low productive subsistence farming to market-oriented agriculture and diversifying the rural economy by developing non-agricultural economic activities would create productive employment and decent work in rural areas that are particularly exposed to poverty.
	The tourism sector has advanced during the recent years though it still needs further development; it has the potential to become a crucial source of employment; high quality and competitive tourism products and services need to be developed. The Government, the private sector and civil society should work together towards developing a sustainable tourism sector.
	Other sectors, like manufacturing, should be supported that have the potential for providing broad economic growth, reducing unemployment, increasing tax receipts and improving Georgia's balance of payments situation. They can become essential sectors regarding value added, exports and employment.      
	The social economy (also called the third sector or not-for-profit sector) can also contribute to job creation activities by targeting public investments to support social inclusion. Social enterprises can be used more effectively by engaging them to deliver employment programmes.
	Fiscal incentives could be designed for export-oriented firms to support their productivity. Support companies including SMEs to establish international trade relations, find international partners and meet global LM needs. The government should help businesses to adapt to DCFTA requirements.  
	 
4.2.2 Support Innovation 
	An insufficient level of technology development combined with a lack of innovations can be considered as one of the main reasons for low levels of value added generated in Georgia.  It is important to take into account the results of the analysis of innovation on employment growth at firm level in the EU over the period 1998-2010 (Peters et al. 2014); the research shows that in terms of employment growth, innovating firms perform better than non-innovators regardless of the phase of the business cycle; they create more in upswings and boom periods, and lose less employment in recessions. 
	The government should design effective policy instruments to foster entrepreneurship and innovation that is important for achieving high productivity and creating a job. Attention should be paid to the development of women and youth entrepreneurship.  	It is important to offer innovative programs that will facilitate the development of innovative culture in Georgia. It is also important to start innovative projects, create partnership, pilot of innovative and investment centers in big cities. 
	It is important to produce industry relevant skills through education, including formal and informal education. School as well as VET curriculum in Georgia need to support innovative thinking and competences.  Entrepreneurship education should be integrated  in primary and secondary levels of general education. Establishment of Life Long Entrepreneurial Learning (LLEL) should be combined  with  the development of ICT and other general skills.  Entrepreneurship should not be viewed from “an economic perspective” as it has applications for society and culture.
	Another priority should be an improvement of Industry-Research Collaboration and In-Firm Research and Development (R&D) that does not exist in Georgia. The government should initiate policy instruments that foster R&D and innovation in the private sector, including direct funding (grants and subsidies), matching grants, and R&D tax credits. For an insolvency regime to be effective, it must be accessible to all stakeholders.  It should be developed synergies between the industry and research; 
	Technology transfer organizations can facilitate knowledge transfer from research institutions to SMEs; this can be achieved through research, technology programs as well as through staff exchanges and secondments (placing researchers and engineers in firms).  
	Investment in innovation should be spent not only of R&D but on innovation-based growth relied on a much broader range of assets, such as employee skills, organizational know-how, design, databases brands and various forms of intellectual property. Investment in KBC is important as  it has implications for innovation and productivity growth.  
	The government should support the establishment of innovative labs and centers that should provide facilities, equipment, and training for enterprises with high innovative potential, which will be selected competitively. Such labs and centers should support the transformation of ideas into products. To foster innovation and use of ICT, the Government should cover the whole country with high-speed internet and provide computerization especially in the regions of Georgia. 
	It is important of raising awareness of the private benefits of undertaking entrepreneurial and innovative activities, including awareness on DCFTA. It should contribute to the development of positive attitudes towards starting their own businesses and creating an “enterprise culture.”  Awareness  raising  should also include importance of resource efficiency and clean production.

[bookmark: _Toc532127888]4.3. Maximize the benefits of the existing workforce and  promote equity in the labor market 
4.3.1  Effective use of Benefits of internal and international migration
	This chapter is mainly focused on the positive effects of  migration-related remittances and skills transfer on employment opportunity and economy.  
	Georgia like other countries  that are significantly dependent on remittances should seek to find ways to minimize the negative macroeconomic consequences while harnessing positive benefits. Active labor market policies should also seek to improve any disincentive effects for remittance-receiving families to engage with the world of work. So improving these skills  and providing relevant services should contribute to the investment in the business, self-employment, development of  Small enterprises and  of creation of new jobs.   
	It is important to collect long-term data for the analysis of the money transfer macro / micro-economic effect. It is recommended to carry-out migration related studies, such as statistics about labor migration. 
	It is essential to use the EU initiative "Mobility Partnership" effectively and support the development of circular migration with EU countries. It is important to support legitimate domestic and international labor migration. Development of bilateral contractual basis on circular migration; Among them are migration, reintegration, readmission, diaspora, labor market and recognition of qualifications, etc.It is necessary to increase opportunities for legal emigration for the citizens of Georgia to have access to the relatively high-paid employment opportunities in countries with more developed economies.  
	For maintaining the size of the working age population using exiting immigrants workforce  becomes important. The labour immigration of experienced and highly qualified foreign citizens can have a positive effect on a country’s economy, especially in terms of skill development and knowledge transfer to the domestic labour market[footnoteRef:35].  It is important the detailed profile of immigrants in Georgia should be developed: their needs, long-term perspectives, skills and education. The results should be used for policy formulation. Educational immigrants can study at Georgian educational institutions. [35:  State Commission on Migration Issues: 2017 Migration Profile in Georgia. 2017] 

	Immigrants in Georgia not only perform work requiring a different level of qualification but also create jobs themselves.  This process should be supported further. 
	It is important that the state develops mechanisms to retrain local human resources and attract foreign labour force and ensure their employment.  To realise the positive economic  effect related to foreign students flow to Georgia. 
		
[bookmark: _Toc531955180][bookmark: _Toc532127889]4.3.2 Promote the inclusive labour market with equal access for vulnerable groups and women 
This section is focused on equal access to employment for the following groups: 
· [bookmark: _Toc531955181][bookmark: _Toc532127890]Youth  (15-29)
· [bookmark: _Toc531955182][bookmark: _Toc532127891]Older workers 
· Low skilled persons 
· People with disabilities
· Immigrants 
· Minorities (ethnic and religious) 

 This section also covers eliminate of discrimination against women in the labour market. 
	All these measures aim to provide personalized services in the labor market to the disadvantaged groups to contribute to their employability as well as to protect them from becoming unemployed or economically inactive.  
	Measures are to be proposed at both legislative and non-legislative level; it should be linked with other relevant policies as well.Addressing the issue of social exclusion should be one of the priorities of State policy both in the social area and employment. 	
	Emphasis should be placed on the interdependence between social policy and employment policy, not only at the state administration level but in cooperation with local self-governing authorities. For this purpose, it is possible to use the internationally accepted method of "case management" based on the principle "first stabilize job seekers socially, then regarding labour." 
	Socially excluded persons must be provided not only with access to the jobs but also with sufficient support network, which will "fix" them in the labor market. This includes measures to assist and train these persons to find a job as well as measures to assist employed persons to keep their job, both through employment services and in cooperation with NGOs and local self-governing authorities. 
	Consistent enforcement of the right to equal access to employment and remuneration should become the fundamental pillar of reducing discrimination in the labor market. Support should be provided to consulting activities ensuring public awareness and advocacy services for people affected by discrimination. Support should be provided to education and awareness raising, including counseling on equal opportunities for vulnerable groups including the elimination of gender stereotypes and gender discrimination.
 	Implementing these measures requires effective functioning of public employment services – especially the critical institutions of the LO, their cooperation with other players in the labor market. It is essential that all has  access to jobs and employment  opportunities. .  
	
[bookmark: _Toc531955183][bookmark: _Toc532127892]Youth
	It is a priority of the strategy to activate Youth under 29 in the upcoming period. The main objectives are to reduce the unemployment rate among young people aged 15-29 to 25  percent by 2023.
	Support should be provided regarding employment facilitation, the creation of permanent and temporary jobs for young people with safe working conditions and relative wages. In addition to providing targeted measures, further education, professional training, an apprenticeship or unemployment benefits, during a specified period (1-6 months)  after becoming unemployed. 
	Youth should be provided job search assistance and career guidance and canceling through schools, college, and ESS. Career guidance interventions should be oriented towards the formation of positive attitudes towards working and self-confidence.   
	It is essential to prevent youth from dropping out from formal education as well as to increase access to VET and higher education. An awareness campaign should become a key element. The campaign should be provided mainly through targeted career counseling in schools and cooperation with information and counseling of the ESC at the regional and local level. The aim is to provide young people with the necessary information about all available programmes and projects in specific regions and localities.
	In addition to prevention targeted interventions programs should be implemented for the youth beyond education, such as second chance programs.

[bookmark: _Toc531955184][bookmark: _Toc532127893]Older workers    
	There is a need to increase participation rates of this cohort of the population. Policy makers should develop new policies to mitigate the negatives effects of ageing and the declining labour force. The main measures to promote employment of older workers should respond to the following problem associated with them: 
·  lower occupational mobility of older workers
·  their lower skills
·  increasing uncertainty in the labour market with increasing age
· prejudices of employers to create jobs for older workers.

	Support for older people in the labor market should mainly aim at preventing and maintaining employment. It includes the prevention of unemployment, as well as the prevention of premature departure into inactivity. 
	In order to allow older workers to remain employed longer, there is a need for active labor market measures, which would be accessible to them and would primarily improve their employability through training and retraining. Expansion of subsidized employment for older workers could also be beneficial. It is also essential to develop relevant mechanism and instrument of this prevention should consist of appropriate career counseling throughout the working life of an individual. It is also necessary to encourage the professional mobility of older employees allowing not only a career change in older age but also transfer to other work with the same employer. 
	Promoting lifelong learning and encouraging employers to develop their human resources plays a crucial role in this process. Taking into account demographic changes, it is necessary to ensure the extension of working lives of workers, as well as encourage intergenerational change and solidarity, development of company management tools and human resources development. To reduce prejudices towards hiring older workers as well as to develop targeted projects that should support for age management.

[bookmark: _Toc531955185][bookmark: _Toc532127894]Low skilled workers 
[bookmark: _Toc531955186][bookmark: _Toc532127895]	The high unemployment of  Low skilled workers is caused by both external factors, particularly labor market discrimination, and internal factors. The are several factors such as low level of skills, low level of education, loss of working habits and insufficient social competence if these factors are related to other features of a disadvantage the group face too many barriers. 
[bookmark: _Toc531955187][bookmark: _Toc532127896]	Failure to address social exclusion leads to a cycle, in which social exclusion is both the cause and consequence of unemployment.  This process demotivates low skilled workers to take up employment. As a result of this group experience absent of working habits. 
[bookmark: _Toc531955188][bookmark: _Toc532127897]	The level of skills significantly determines the individual's position in the labor market; in this context, it is necessary to draw attention to the fact that increasing technological level decreases the number of job opportunities for low-skilled workers, and it is, therefore, necessary to concentrate on addressing this problem in the future. Low-skilled work is also linked to low wages; It is therefore important to offer services that will protect the low-skilled  person from poverty.
[bookmark: _Toc531955189][bookmark: _Toc532127898]	Main support should be focused on further training of low-skilled workers and strengthening their position in the labor market.

[bookmark: _Toc531955190][bookmark: _Toc532127899]Persons with disabilities
	The promotion of employment of people with disabilities should aim to use medical, social and vocational rehabilitation to contribute to full inclusion of people with disabilities in the labor market. 
	It is currently necessary to extend the use of vocational rehabilitation, especially vocational training for work in workplaces of (potential) employers. This form of assistance for the integration of people with disabilities into the labor market should precede the direct support provided to employers, i.e., first, it is necessary to prepare people with disabilities to work at the employer's workplace, and then an employment relationship may follow it. Simultaneously, it is necessary to provide the LO CR with sufficient expertise for an individual approach to people with disabilities and professional conduct of vocational rehabilitation, and it is necessary to create a functioning network of advisers for vocational rehabilitation. These steps must be taken about ensuring the right of persons with disabilities to rehabilitation and to ensuring coordinated rehabilitation.
	Then we can consider strengthening the parameters of the current instruments used to support the employment of people with disabilities in order to integrate persons with disabilities into the open labor market. Currently, the instruments to support the employment of persons with disabilities are almost exclusively focused on supporting the employment of these persons in the protected labor market. It would, therefore, be possible to consider, e.g. the provision of social insurance relief in case of employing persons with disabilities in the open labor market.

Immigrants  
	It is important to provide effective mechanisms to support legal employment and temporary labor migration.
	It is essential that the state develops mechanisms to retrain local human resources and attract foreign labor force and ensure their employment.  
	Encouraging voluntary returns in the homeland of illegally employed citizens abroad and supporting their employees.  
	In preparing the workforce, not only the local and international labor market requirements should be taken into consideration. 

Minorities (ethnic and religious) 
	Given that employment is the most effective means of reducing poverty as well as a critical foundation of social inclusion and personal dignity provide equal access to minorities to good jobs is essential. Especially focus should be on youth and women and rural areas. 
	Ending discrimination and removing other obstacles that hinder the capacity of minorities groups to participate in society are long-term goals. 
	Beyond investing in human capital, it requires changing norms and attitudes of a society and institutions that often have deep historical roots. Minorities should have access to skills development in the context of LLL. Improve Georgian language skills together with other general employment-related skills is one of the priorities for ethnic minorities specially to support employment in the public sector. 
	
Women
The primary role of employment policies in women's employment is to 
a)    increase the reconciliation of family and working life 
b)    combat discrimination against women in the labor market. 
	In 1997 Georgia ratified Equal Remuneration Convention (Convention N100) then its provisions are directly applicable on the territory of Georgia.	
	Women constitute a specific group in the labor market. The participation of women in the labor market is especially important due to the need to find new sources of the workforce because of its gradual reduction. Women were dominant in the register of job seekers until 2008. In the following years, there was a gradual balancing in the gender distribution of job seekers; women do not show such significant seasonal fluctuations, and so their share in the total number of job seekers oscillates during the year.  
	The problem of motherhood lies not only in economic inactivity of mothers during maternity leave but also in the long separation from their professional lives and the resulting obsolescence of their skills. After returning to the labor market, women find their employability significantly reduced, because of mismatch. Therefore, in maternity leav it is important for women to have access to training and retraining programs inclding through  distance learning 
	It is essential to develop childcare facilities for children aged under 3, which could facilitate earlier entry of parents into the labor market. In connection with motherhood, it is advisable to also encourage other alternative forms of work, especially with the increasing technological advances that enable greater use of other forms of work such as work from home, part time work for mothera nad fathers. 
	It is important to reduce discrimination against women in the labor market, to promote equal employement opportunities as well as wages.

[bookmark: _Toc532127900][bookmark: _Toc527407880][bookmark: _Toc530255690][bookmark: _Toc530861475]4.4. Improving the skills and employability of the workforce and reduce the mismatch between demand and supply
[bookmark: _Toc530255702]4.4.1 Investment in the Development of the skills of workforce 
	The National Qualification Framework is one of the main tools, which is linking the education system with the labor market and the economy, by which at each level of qualifications are issued. Effective implementation of NQF is important for the systems of education and labour market.
	There is a need to focus on the sustainability of existing employment by improving competitiveness through skills development, upskilling and reskilling. 
	Education is one of the means to ensure sustained growth, economic competitiveness, and social cohesion; The relevance of education to the Labour Market requirements should play one of the critical factors for the formation of a knowledge-based economy as well as for supporting poverty reduction in the country.  
	Thus, though there is a need to strengthen the linkage between educational programs and LM and demand for transferring existing supply-driven educational system towards a demand-led model, to meet industry needs for a skilled workforce.  
	There are recommended some measures to improve competences of workforce: 
· To strengthen a link of educational programs to the LM needs s; 
· Promote enterprise-led training and Work-based learning; Supporting SMES to engage in training; 
· Stimulate the use of new technologies for improving the match between demand and supply
[bookmark: _Toc530255703]	Apart initial education Support should also be provided to the development of training and retraining VET system. New VET law gives the possibility of integration of training and retraining system into VET. Thus re-skill the existing workforce is essential; to implement a program of re-qualification, on-the-job training. Adult education should be integrated at all levels of education taking into account LLL principles.  Professional development of employees and additional training including in enterprises is one of the prerequisites for the development of the national economy. It is necessary to support the development of a flexible training network based on the quality requirements to ensure that the capacity of all VET providers or private companies becomes fully used. 
	It is important to implement and use potential of the centres of Excellent that are in the process of implementation in Georgia. The core focus of these Centres would be on highly-quality training for employees and self-employed people, but it in order to make best use of their infrastructure, they should also be open for re-training (e.g. of jobseekers) and vocational pre-service-training. 
	Retraining courses of job seekers must match the regional labor market needs, and its quality must be high enough to allow persons to succeed in the labor market as well as strengthen the competitiveness of the economy. The system of retraining should also undergo evaluation of whether the courses correspond to existing conditions; also relevant quality assurance mechanism should be introduced to guarantee that employers recognize skills acquired in these courses.  Recommendations for the Retraining of job-seekers can be formulated as follows:
· [bookmark: _Toc531955192][bookmark: _Toc532127901]To improve the Selection process of job-seekers; use so-called profiling approach. Career planning specialists should be actively involved in the process;  
· [bookmark: _Toc531955193][bookmark: _Toc532127902]There is a need for improved and updated information about the requirements of the labor market, especially at the regional level. The Social Service Agency must take into account the maximum number of actors in order to achieve a high quality of validity.
· [bookmark: _Toc531955194][bookmark: _Toc532127903]Increase employers' involvement in the process of program development, implementation and certification
· [bookmark: _Toc532127904][bookmark: _Toc531955195]It is recommended that the Social Service Agency move focus from central to regional and mobilize a maximum number of actors. 

[bookmark: _Toc531955196][bookmark: _Toc532127905]4.4.2Reduce the mismatch between the labour demand and supply 
	The mismatch can have an adverse effect on workers, firms, and economies; short-term mismatch affects mainly young people, while long-term mismatch causes human capital loss and ineffective use of resources. Both have a negative influence on the economy.  	
	How to respond to this skills mismatch is thus a highly important policy issue. It includes measures like Improve job search activities for firms and workers that use new technologies; Improve public and private labor market intermediation channels, reinforce and improve the quality of public employment services; Policies are aiming at increasing workforce productivity and skills. 
	As mentioned above, policies to alleviate a skills mismatch include increasing training and skill development opportunities, ensuring education and training systems are responsive to the changing labor market needs providing labor market information to guide career choices. Another direction should be re-skill the existing workforce; such as Implement program of re-qualification, on-the-job training; Develop labor market information systems; Stimulate the use of new technologies for improving the match between demand and supply of skills
	Measures in labor market cooperation It is necessary to support cooperation and networking between employers, state administration and local self-government in designing and implementing employment policy. In order to successfully implement employment policy measures, it is necessary to strengthen cooperation with other players in the labor market. 
	It is necessary to strengthen the responsibility of local self-governing authorities for addressing the employment issue and strengthen corporate social responsibility. It is also recommended to strengthen cooperation with private employment service institutions, where this cooperation is possible. 

Strengthening labour market information system (LMIS)
Based on the evaluation above, it is recommended to strengthen  LMIS in the following directions: 
· Improving methodological aspects of data collection
	Improve data sources: The household sampling frame (following the Population Census) can be used as a framework for the supply side surveys, increasing the sample sizes, increasing the frequency of monitoring (e.g., annual into quarterly), marge existing research instrument and add more variables like wages, vacancies, skills demand, skills/occupational characteristics.
   	 ISCO codes should be updated to the current Georgian standards.
	It is important to expend job-seekers registration to add the function like verification of information and follow up by SSA/ESS. Worknet should systematically collect information about vacancies, employers demand and matching supply and demand. 
	Together with improved data sources, it is essential to improve data analysis, data aggregation and dissemination capacities.  Aggregated reports should be produced systematically and disseminated not only among the primary stakeholders, academia, students all interested persons.  
	The primary missing surveys include a full-size Labour Force Survey, time use survey, school-to-work transition survey. The demand side monitoring lacks mainly the vacancy information, wage surveys and skills-occupational profiles required by the employers.
· Increasing institutional capacity in terms of LMIS roles and functions
	Eliminating the duplication of specific roles and functions is essential. Data analysis and evaluation is weak (e.g., the quarterly collected, integrated household survey data are not published by GeoStat in aggregate format, the Caucasus Barometer data are not used for the production of a regular aggregate report).  There are not proper tracer studies on LM programs or dissemination of LMI data.  
	One of the debate concerns the creation of a central analytical unit that would be responsible for compiling various types of LMI, its analysis, and dissemination of the results. One can consider the creation of a “Labour market Observatory,” that can take broader responsibilities; stakeholders and donor organizations also support this idea. It is essential that such units have the relevant capacity, including analytical capability.

LM forecasting    
	There are different approaches to LM forecasting approaches. One of the well-adopted strategies is using quantitative methods, the use of large-scale, multi-sectoral models to produce a comprehensive overview of how economic and technological changes are affecting the demand for skills. It is recommended to strengthen a multi-sectoral Labour market forecasting model to provide a comprehensive overview of how structural economic and technological changes are affecting the demand for skills. 
	The collection of comprehensive information requires the use of qualitative/ quantitative methods and a combination of survey and in-depth analysis. The research is required to determine in quantitative and qualitative terms the human resources needed to facilitate and support that change.  In the longer term, the national forecasting system will provide the “hard” evidence to identify which sectors need this in-depth attention.

Career guidance services
	The development of publicly available lifelong vocational counseling and career planning service in Georgia is outlined by the government decree #721 (26th of December, 2014), as well as the Action Plan on its implementation for 2015-2017. The long-term objectives are that all persons in Georgia, either in education or in the labor force regardless of status are entitled to high-quality information and services regarding professional orientation and career guidance. It's important to make informed, career choices; It is necessary to have information on future demands and trends of the labor market This information should be prepared in user-friendly  format.
	Career guidance helps students reflect on their ambitions, interests and abilities and make the right decisions about their future. This in turn prevents early leaving, delivers greater social equity, improves labour market outcomes and enhances the overall efficiency of education pathways. It is recommended that the  guidance counsellors deal with personal and social guidance as well as educational and vocational guidance.
	It is also desirable to develop self-service instruments further and improve the understanding of information sources concerning job vacancies and training opportunities for different target groups; 

Improve Public employment services 
	Public employment services will be the implementer of the majority of the measures proposed by this Strategy, and it is, therefore, necessary to pay sufficient attention to the building of its capacities, personnel and physical. Attention should also be focused on professional training of employment service employees so that they can provide comprehensive services to their clients and effectively use all the measures and instruments of employment policy.
	Material and technical conditions directly affect the quality of services provided, as well as their availability to employment service clients.  The accomplishment of the measures proposed under this Strategy will also require some innovative approaches to clients, which will also require investment in providing information and counseling services and lifelong career guidance
	First, it is necessary to ensure the appropriate organizational structure fully. Building a good network of public employment services is necessary.Public employment services should be actively involved in international cooperation structures with relevant partners to share experience,  particularly within the EU.  
	As employers are no longer obliged to report job vacancies, it is necessary to build a system that monitors the labor market and changes in job vacancies. 

Strengthening social dialogue
[bookmark: _Toc527407894][bookmark: _Toc530255704] 	 It is essential to further develop social dialogue and partnership at national, regional and school level, to contribute effectively to the broader social and economic needs of the country. by involving social partners at all levels of the education and LM, such as: setting up the educational and labour market strategy, decision making process, development, implementation and monitoring of the policies in practice;  identification of skills, competencies and qualifications and etc.  
	Social dialogue in Georgia should be expanded and further institutionalized. In this respect, the national Tripartite Social partnership Commission should be further strengthened  and social dialogue mechanisms should be developed to ensure the social partners are involved in the decision-making process and data gathering essential for the development of an educational and vocational training system attuned to labor market needs. It will require that the social partners will need to further their capacity to communicate with effectively and be able to contribute to the strengthening of  LM institutions,  ESS, VET institutions. In this respect, the social partners have indicated the need to: 
· Provide relevant mandate for effective Social Partnership 
· Strengthen human, financial or technical resources for social partnership and cooperation.
· [bookmark: _Toc530861489]Capacity building events such as training, study visits, and working group meetings; 
· Employers need support for providing quality services during the WBL (according to the OS and assessment requirements).

[bookmark: _Toc531955197][bookmark: _Toc532127906]Decentralization- needs for regional/sectoral/local SP 
	Labour markets in Georgia differ from region to region. As mentioned above there is a lack of regional Social Dialogue, while reducing skills mismatch with lasting effect requires the establishment of effective regional SP dialogues.  
	Economic developments often require rapid responses to changes in the specific region /sector.  Thus, SP at the regional level can be in the position to have the most updated information about sectoral and regional demands for qualified workers and skills;  establishment of a monitoring system in each region is essential.  
	Independent Sector Councils (together with ESS) should provide national VET policymakers with relevant data for demand-driven VET services. Existing SCs reform is essential to have a mandate and capacity to anticipate employment (quantitative) and skills (qualitative) needs in the sector; besides to extend their functions and to support the development of the evidence-based sectoral policies.	 

SP at local level 
[bookmark: _Toc530255706]	Strengthening SP at the local level is especially crucial for the closing mismatch. This partnership should encourage, among other things: education-business partnership, work-based learning; placement of students in local businesses, continuous improvements of training content, infrastructure, and methodology; development of critical competencies together with the professional knowledge; development of entrepreneurial skills; development of cooperation networks between VET institutions and business sector and the establishment of start-up companies by VET students. It is important to broaden apprenticeships to meet the skill needs of industry and deliver real choice for young people and other learners as they move into and within the world of work. 
	To promote employability and lifelong competitiveness of the workforce, cooperation between stakeholders will be streamlined, which is essential for the improvement of non-formal education and training. MoESCS has piloted VNFIL approach that is impotent for recognition of prior learning.  
    
[bookmark: _Toc532127907]4.5. Fostering linkages between employment and social assistance programmes
[bookmark: _Toc530255708]	It is important to develop an efficient and integrated social protection system in line with existing economic, social and financial policies which includes all segments of the society and reduces long-term dependency on social assistance. 
	It is important to evaluate the most social assistance program, especially regarding its design and needs for complementary services that could help lessen the disincentive effects of the program as, for example, childcare services or school activities outside regular school hours that could help women keep a job while also working. 
	Social protection should provide workers with income security in the transition between jobs, during periods of illness, disability, maternity, and retirement, as well as helping to compensate for low earnings and provide access to health care. Social assistance systems should support the elimination of child labor in its worst forms, like in streets, seasonal migration and etc., 
	Opportunities to benefit from social assistance should be provided to low-income families based on the characteristics of the households even if there are registered employees within the household. Providing social assistance should not be linked to the employment status of beneficiaries, but only the unemployment benefit that does not exist in Georgia so far.  Social assistance programs should support families in making them more productive.
	Non-contributory old age pension is the most comprehensive and universal element of Georgia’s social protection. The new  principle of the proposed scheme by Georgian Government “everyone for him- or herself” is based on personal accounts and is missing elements of solidarity that are guaranteed in PAYG schemes: periods of sickness, unemployment, care or parental leave will be non-contributory. In Europe, nearly all countries have developed strong PAYG (DB) schemes, complemented by public or private DC schemes. Thus, there will be no possibility of pension credits or minimum rights for non-standard workers or workers on low pay. It is essential that the  Georgian government strengthen the basic pension, and develop a second pillar of the pension system that includes two tiers: a mandatory pay-as-you-go (PAYG) scheme that would deliver immediate benefits from 2020 onwards, and a funded defined-contribution scheme for workers up to the age of 50, that would increase security in the long run. This approach will strengthen the reliability of the pension system in the long run.
	The biggest challenge is to preserve and improve this system in a context of medium-term fiscal consolidation. The fiscal stance of the government is that budgetary savings are possible with further targeting of social assistance schemes. Given that such systems are already well targeted, one wonders how effective such an approach will be. Coverage rates for TSA have already dropped at a time when progress in poverty reduction has stalled.
	It is important to Integrate employment and social services by a) developing a referral system between employment and social services; and b) designing integrated programmes addressing the needs of beneficiaries of social, financial assistance and aimed at shifting them from welfare to work.

[bookmark: _Toc532127908]Chapter 5. Expected results and  Indicators 
[bookmark: _Toc532127909]5.1. Expected results 
	The ultimate goal of this Strategy is to promote effective functioning of the labor market, economic and social development of the country
	The long-run solution to unemployment and poverty in Georgia lies in the creation of better jobs, strengthening the supply of highly skilled labor, the medium run solution lies in improving the matching of supply to demand for labor. Below is presented a summary of short-medium-and long-term outcomes 
· Short-Term outcomes (2019)- Evaluating and Then Scaling Up Active Labour Market Programs, Strengthening Labour inspection (human resources and a mandate), introduce minimum wage, 
· Medium Term outcomes (2022) - Better Skill Matching and Micro and SME Growth. Improving School-to-Work Transition, improved social partnership at the reional level, Strengthening Capacity of Social Service Agency and Expensing Services, improved inclusiveness on LM, protection of Employee Rights and Safety, Immunization Insurance, Implementation of Effective Mechanisms of Labor Migration, Strengthening Communications and Awareness Raising Capacity 
· Long-Term outcomes (2023) - Increased Productivity through Human Capital and Economic Restructuring. Pursuing Sustainable Fiscal and Monetary Policies for Economic Growth with Job Creation in a productive areas. Developing Industrial and Investment Policies towards Economic Growth with Job Creation

[bookmark: _Toc532127910]5.2. Strategy Indicators
The National Employment Strategy should be implemented through multi-phased action plans that to be updated at the end of every year. The action plan should include objectives, activities, the resources available and indicators. Indicators are developed based on the targets, according to the Socio-economic Development Strategy of Georgia 2020 and the main LM trends. 
 Recommended indicators can be formulated as below: 
1. By 2023 unemployment  rate will decrease  by 1.9% and reach  12 % or less; 
2. By 2023 long-term unemployment rate will decrease by  2.4% and reach  39% 
3. By 2023 Employment-to-population ratio for  women will increase by 4.2% and reach 55%
4. By 2023 Youth unemployment rate will decrease by 2.9% and reach 26% or less
5. By 2023 Share of employment in agriculture will decrease by 2.1 % and reach at least 41% or less
6. By 2023 Workforce participation rate will increase, among them women’s participation rate will increase by 1.8% and reach at least 60%
7. By 2023 NEETs rate will decrease by 3% and reach 27% or less 
8. By 2023 Gini Coefficient will decrease by 0.8 and reach 0.35
9. By 2023 Number of labour inspections is at least 1.00 inspector per 10,000 workers.

Other recommended indicators
10. Annual rate of job seekers participation in training  and retraining programs according to major groups; Annual growth rate
11. Employment indicator among them; Annual growth indicator
12. Number of vacant jobs collected by the Social Service Agency
13. Funding growth indicator
14. Minimum Wage Capacity

[bookmark: _Toc530255709][bookmark: _Toc532127911]Chapter 6. Strategy Implementation 
		For the coordination, it is recommended to establish a Strategy Implementation Coordination Committee that should consist of representatives of the Ministry of Labour and Social Affairs, Ministry of Economy, Ministry of Finance, Ministry of Education, Science, Culture and Sports, professional organizations, Social partners, non-governmental organizations. Representatives of other public institutions and agencies shall be invited when necessary. The existing inter-ministerial WG can be used as a Committee. The Committee should gather at least quarterly. 
     		The Ministry of Labour, Health and Social Affairs will serve as the secretariat of the committee. The Secretariat will prepare and distribute relevant documents among Committee members including minutes of the meeting, meeting agendas, etc.
		Other partners and the agencies in the planning and implementation of the strategy implementation are:
1. Office of State Minister of Georgia on Integration into European and Euro-Atlantic structures;
2. Ministry of Education, Science, Culture and Sports  of Georgia;
3. Ministry of Economy and Sustainable Development of Georgia;
4. Ministry of Regional Development and Infrastructure of Georgia;
5. Ministry of foreign affairs of Georgia;
6. Ministry of Internal Affairs of Georgia;
7. Ministry of Defence of Georgia;
8. National Statistics Office of Georgia;
9. Local self-government bodies;
10. Employers' unions as national, regional and local levels;
11. Georgian trade unions and professional associations;
12. international and donor organizations operating in Georgia;
13. NGOs

	For the implementation of the Strategy It is important to implement capacity development activities for the relevant department of Ministry of Internally Displaced Persons from the Occupied Territories of Georgia, Labor, Health and Social Affairs, Labor Market Analysis department of the Ministry of Economy and Sustainable Development, Social Service Agency/ESS. 
[bookmark: _Toc530255710]
[bookmark: _Toc531955203][bookmark: _Toc532127912]     Funding for the Strategy Implementation and potential risks 
                 The Strategy and Action Plan will be implemented with the use of current or future policy documents of the Government of Georgia, including the State Budget, Basic Data, and Directions (BDD). The resources required for the implementation of the SME Strategy will be determined according to the details set out in the related Action Plan. Responsible bodies indicated in Action plan will assign resources from their annual budgetary allocations.
              The Government of Georgia should ensure that resources from the international donor community supplement state funding; thus close and proactively cooperate with the international community is essential for efficient and effective mobilization of the resources. The process should be by the framework of the Employment Strategy and Action Plans.
     
The section covers a short overview of the main potential risks and their mitigation. 
	Potential risks
	Risks mitigation measures

	Shortage of financial resources, imposed by eventual unfavourable trends in the national economy evolution or by the reduction of foreign support.
	Release resources from the system by raising the effectiveness of public expenditures in the LM sector. 

	Modify priorities at the national or sectoral levels.
	Disseminate information about costs for the budget and economy and modest results of the current system.

	Resistance to reforms by some decision-making factors, particularly at the level of institution's administration.
	Increase the role of direct beneficiaries in the LM in the administration and Strategy implementation.

	Limited capacity of institutions involved in the reform implementation and coordination.
	Implement capacity building projects, including with financial support.

	Resistance towards innovation and  new ideas 
	Strengthening of international exchanges, e.g. EU Systems etc.


[bookmark: _Toc530255712][bookmark: _Toc531955204][bookmark: _Toc532127913]
Monitoring and Evaluation
[bookmark: _Toc530255713][bookmark: _Toc530861497][bookmark: _Toc531955205][bookmark: _Toc532127914]	The Employment Support Division Ministry of Labour, health and Social Affair should be responsible on the  coordination of monitoring and evaluation of the strategy implementation that should be performed by:
(i) Annual monitoring and reporting, which supposes a detailed reporting for a one-year  
           period;
(ii) Half-yearly monitoring and reporting of results 
(iii) Final monitoring and reporting on the achievement of Strategy objectives during the whole     
           implementation period.
[bookmark: _Toc530861498][bookmark: _Toc531955206][bookmark: _Toc532127915]	For the successful implementation of the Migration Strategy, a flexible monitoring mechanism and evaluation system will be developed. The monitoring will determine the efficacy of the implementation of the activities set out in the Action Plan and identify the specific gaps and challenges during the implementation process. The evaluation system will assess the achievement of the strategic objectives and impact. 
	The last step in the process of monitoring and evaluation should be to analyse the results to see what impact the implementation might have.   The final assessment of the strategy is made by the Government of Georgia, the Social Partnership Tripartite Commission and the donor organizations participating in its financing and implementation of the Strategy.  
	. 
Communication approach 
     The information and communication should aim at increasing the visibility of reforms, to raise awareness and to inform the public about the purpose, scope as well as expected impact of Strategy implementation; two integrated campaigns should be implemented:
(i) Awareness campaign aims to inform target groups (students, their parents, teachers, employers, trade unions and etc.) on the Strategy and its benefits; different activities will be implemented based on the target group demand and interests.  
It is necessary to develop strategic documents on the strengthening of communication taken into account the needs of the target groups. 
(ii) Supporting campaigns aimed at strengthening the effectiveness of the above mentioned campaign, maintaining the interests of the modernization and development of the labor market.
(iii) Systematic collection of evidence data to assess the attitudes, beliefs, and behavior  of the stakeholders and beneficiaries  as well as relevant  changes. It is necessary to develop a monitoring  and evaluation system about awareness raising of labor market reforms.
(iv) Develop capacity of the resources participating in awareness raising activities and monitoring and evaluation process.
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Inadequately educated workforce	Access to finance 	Inefficient government bureaucracy	Inadequate supply of infrastucture	Policy instability	Insufficient capacity to innovate	Poor work ethic	Tax rates	Tax regulations	Govt instability	Foreign currency regulations	Restrictive lanbour regulations	Corruption	Crime and theft	Poor public health 	Most problematic factors, scaled from 1  to 5


(%)




Political instability	Access to finance	Tax rates	Informal sector	Transportation	Tax administration	Electricity	Poorly educated work-force	Trade regulations	Court system	43.0	20.9	15.2	7.4	2.7	2.5	2.1	2.0	1.5	1.1	
Political instability	Access to finance	Tax rates	Informal sector	Transportation	Tax administration	Electricity	Poorly educated work-force	Trade regulations	Court system	
Political instability	Access to finance	Tax rates	Informal sector	Transportation	Tax administration	Electricity	Poorly educated work-force	Trade regulations	Court system	



2015.0	2017.0	64.8	69.5	Proportion of poorest 20% of families that receive TSA	
2015.0	2017.0	59.4	52.3	
2015.0	2017.0	
2015.0	2017.0	
2015.0	2017.0	
2015.0	2017.0	
2015.0	2017.0	
2015.0	2017.0	
2015.0	2017.0	
2015.0	2017.0	First column: incidence rate of TSA; Second column : coverage rate of TSA 


(%)



GDP growth rate	
2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018 I	2018 II	9.4	12.3	2.3	-3.8	6.2	7.2	6.2	3.2	4.6	2.9	2.8	5.0	5.3	5.5	Column1	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018 I	2018 II	


Sales	
Trade	Industry 	Transport and communication	Construction	Public administration	Agriculture, Forestry and Fishing	Real Estate, Renting, and Business Activities	Health and Social Work	Oter sectors 	0.176	0.164	0.102	0.093	0.085	0.082	0.069	0.06	0.17	
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