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THE PROBLEM OF UNEMPLOYMENT
IN GEORGIA AND ITS MAIN TRENDS

Kakhaber Gabelashvili

Doctor of Economics, Associate Professor of Kutaisi University

The transition from planned economy to the market econ-
omy rise to a range of economic and social problems, among
which are particularly acute in nature, the labor force employ-
ment. The civil conflict in the country after independence, the
traditional economic ties destruction, falling infrastructure in-
vestment, negative impact of global financial crisis, the Russian
- Georgian armed conflict, and many other negative events led
to a deterioration of living standards and quality . The negative
conditions had especially negative effect on the employment
level of the work force, thousands of jobs have been lost.

According to official statistics, in 2012 the unem-
ployment rate in Georgia is 15 percent. However, the expert
accounts and sociological studies confirm that this does not
reflect the real picture. Studies conducted by the NDI- shows
that more than 60 percent of the population considers an
unemployment and lack of jobs as the number one problem.

Even economy was growing very fast pace last few years
the number of employees has not increased significantly, but
there was a reduction in a certain years.

The level of unemployment is unequally distributed among
regions. For example, in 2011 the unemployment in the Tbilisi
amounted to 29, 3%, in the region of “Kakheti” - 8.9 %,”Shida
Qartli” - 8.9%, “Kvemo Kartli” - 9.4%, “Ajara” - 18.0%,
“Samegrelo - Zemo savneti” - 16.5%, Imereti- 9.3% and in
other regions - 7.1%. The average number of unemployment
in Georgia was -15.1%.

This statistics shows that the rate of unemployment is much
higher in rural areas than in the cities, however do not give the
real picture of the unemployment rate. It is the case that people
lived in rural area by the International Labor Organization’s
criteria are considered self-employed. The latter includes any
property owner, whose goal is profit or income in the form of
cash or product. The 54 % of the Georgian population lives
in rural areas and their plots of land are average no more than
1-1, 5 hectare. The size of the land does not allow land owner
to have an income to support the family. Because of the small
size of the land it is not profitable to use big farm equipment,
which leads to lower labor productivity. As a result of this,
people lived in rural areas do not have cash incomes consider
themselves unemployed. Developed countries, where only

10-15 percent of the population lives in rural areas have large
farms, and receive a large profit, and consequently they are
placed under the category of employed. In terms of the dis-
semination of this model is proved to be premature. We can
say that people in rural areas are mostly self- employed and
their income barely is enough for survival.

The Georgian labor market analysis shows that the number
of self-employed is much greater than the number of paid
employees. The employment rate among the rural popula-
tion is higher than in the city. It should also be noted that the
nationwide unemployment rate for women is lower. And the
higher the age group in the labor force, compared with youth
employment.

It should be noted that even the high level of unemploy-
ment in the country there is still a shortage of qualified staff
in a number of areas. The latter is due to the following fac-
tors: first, the recent rapid pace of scientific - technical and
technological progress into practice, foreign direct investment
coming into the country, accompanied by complex and highly
qualified specialists oriented machine - Import of machinery
and electronic technologies. The local work force training
and retraining is so low level; therefore it becomes necessary
to employ foreign guest workers. Second, higher and profes-
sional education system in the country was not ready for the
new challenges. Economic reforms in the education system
failed to provide creative direction for the training of highly
qualified workers, which resulted in the unemployment of
labor shortages in a number of areas. Third, the reason of the
high level of unemployment may be named as well as the gaps
in the regulation of labor relations. Since 1999, “Labor Code”
was lunched, which created different type of barriers in the
labor market and preventing the parties to reach the agree-
ment. The “Labor Code” adapted in 2006, failed to eliminate
the gap in labor relations, since employer get privileged status
than employee.

In recent years the government has carried out many differ-
ent kinds of events in the direction of solving the employment
problem, but no significant results were obtained. In 2002-2004,
launched the program in which the given interest-free loans to
small businesses for a period of 2 years. The project ended in

Table 1. Employment and unemployment in 2005-2012

2005 2006 2007 2008 2009 2010 2011 2012
Labor force (in thousands) 2023,9 | 2021,8 | 19153 | 1917,8 | 1991,8 | 19449 | 1959,3 | 2029,1
Employed (in thousands) 1744,6 | 1747,3 | 1704,3 | 1601,9 | 1656,1 | 1628,1 1664,2 | 1724,0
Unemployed (in thousands) 279,3 274,5 261,0 315,0 335,6 316,9 295,1 305,1
Unemployment rate (%) 13,8 13,6 13,3 16,5 16,9 16,3 15,1 15,0

Source: National Statistics Office
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vain. In 2004-2005, the government has carried out unemploy-
ment training program; as a result only about 3 thousand people
were employed. At the end of 2005, has launched a new social
project “The amount of people living below the poverty line
targeted social assistance program,” but it also failed. In 2006,
the state budget allocated 24 million lari for job seekers to
retrain them. 50 thousand job seekers participated in the pro-
gram, but this program has proved to be inefficient in terms of
employment. In 2006, the municipality of Tbilisi has launched
the short-term Youth Employment Program, which was a
formal and pre-electoral character. In 2007, the Government
started the “cheap credit” program in the area of infrastructure
and tourism sectors in order to create jobs, which they spent,
25 million. We can say that this expensive program has had
no new job creation. In the 2007-2008 years the Government
launched new presidential Employment program, which spent
60 million lari and 200 lari scholarships were given to each
participant. Under this program, a total of 11 thousand people
were employed. By the President’s initiative economic entities
employing 50-60 year old unemployed workers were free from
tax. But this project has failed. Thus, we can say that the single
programs implemented by the government in recent years to
raise the level of employment did not work. On the contrary,
the unemployment rate increased.

The employment problem is in a special place in 2012
Parliamentary election’s winner party’s program. In order to
reduce unemployment they plan to provide a range of activi-
ties. In particular; the improvement of labor legislation, to
create an information bank for unemployment, retrain workers
and raise their qualification level, create tax advantages for a
new jobs and, strengthen state support for the unemployed.

In this regard, some positive steps have been made in a
short time. In particular, the changes in the Labor Code, which
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provides increased workers’ rights and social guarantees. The
government increased its support for agriculture sector. They
started low interest rate credit to farmers; the vouchers were
distributed to the farmers; adopted a law on the creation of
cooperatives in rural areas; the wine sector subsidies; the free
education was introduced in professional schools and public
institutions of higher education in 17 specialties.

The measures undertaken so far in the direction of reduc-
ing unemployment is unsatisfactory. Only few new jobs have
been created. The economy growth rate reduction negatively
influence on the employment. In our opinion, in terms of
reducing unemployment from the state government needs
more vibrant and bold measures, among which the following
should be noted:

* First, the government must provide to community rea-
sonable information about the objective reasons and factors,
which determine the long-term nature of the employment prob-
lem solving, as well as the specific program, which provides
the way for the reduction of unemployment in the near future;

* In order to create new jobs; increase the investment side
of the budget; increase funding for infrastructure and other
priority sectors of the economy;

* Newly created enterprises exempted from of all kinds
taxes for a certain period. They should have a easy access to
credits and government subsidies;

» The government should strengthen its efforts to attract
foreign and local investments in the business, to promote
financial market development, strengthen the central bank’s
activity in terms of reducing interest rates on loans from
commercial banks;

» The government should take bold steps to ensure eco-
nomic growth, since the latter is the most effective mechanism
to deal with the problem of unemployment.
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