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Abstract

The new coronavirus has turned out to be an unprecedented and unexpected crisis which has led to rethink-
ing of healthcare, public safety and socio-economic policies. Severe problems have manifested themselves
in these areas in Georgia, a developing country with below-average income levels and high poverty rates.
Although the principle of the welfare state has been constitutionalized in the recent past and this has been
followed by some socio-economic steps, Georgia is still far from achieving its goals.

The pandemic and related legislative constraints have caused a deep recession, which has resulted in
reduced incomes and lost jobs. In the initial stages of the pandemic, the population was left without assis-
tance and subsequently faced an economic downturn. At the same time, the government decided to take
stringent socio-economic measures due to the uncertainty about the potential dangers of the new virus and
the vulnerability of the Georgian healthcare system.

The government’s efforts to provide social assistance for the population were delayed and faltered in terms
of efliciency, but overall, more or less complex schemes of assistance were elaborated. Part of the population
was provided with basic social assistance, while the government failed to offer aid to some of its most needy
citizens. With the virus spiralling out of control, lockdown is no longer an option and the vision of the gov-

ernment concerning socio-economic developments is still vague.

Background
The Georgian government’s efforts to curb the spread of
the virus were effective in the first phase of its spread, yet
the same cannot be said about the government’s social
policy. Stringent government regulations put house-
holds in the position of considerable socio-economic cri-
sis, leaving citizens in need of state assistance. The gov-
ernment responded to citizens’ solicitations only with
significant delay.

Stage one pandemic measures in Georgia started
a month before the first case of the virus was confirmed.
On January 28", the Georgian government approved
an action plan (Decree of the Government of Georgia
164) focused on containing the new coronavirus. The
government commenced with preparations of the health-
care system, issuing recommendations and designing

protocols, while at the same time making efforts to raise
public awareness about the virus. An Interagency Coor-
dinating Council' was established to make decisions on
epidemiological issues. Air traffic with China was sus-
pended on January 29*. On February 26", 2020, a trav-
eller from Iran via Azerbaijan was the first Georgian cit-
izen diagnosed with COVID-19. He was taken to the
Thilisi Infectious Diseases Hospital directly from the
border crossing. Traveling to and from Italy was there-
after the main cause of further infection spread (Fact-
check.ge, 2020).

The Georgian government imposed strict regula-
tions before the pandemic was declared. Some of these
measures proved confusing, and arguably unnecessary.
Events for large crowds were banned on March 1% while
schools, kindergartens and universities suspended their

1 The Council consists of government officials, MPs, representatives of the Administration of the President of Georgia, and medical specialists.
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work while the number of confirmed cases of infection
was still only three. From March 6%, a fourteen-day
compulsory quarantine applied to individuals arriving
from countries with high infection rates. Following the
declaration of COVID-19 as a pandemic on March 12,
the majority of public and private services switched to
remote work, while general measures were gradually
tightened (Factcheck.ge, 2020). A state of emergency
was declared on the basis of a decree issued by the Pres-
ident of Georgia on March 21* (Parliament of Georgia,
2020), which was further extended until May 22". On
the same day, the Parliament approved amendments
to the Law on Public Health (Parliament of Georgia,
2020) that allowed for the bypassing of Parliament, giv-
ing the government the ability to restrict human rights
through by-laws. In particular, the government has been
empowered to restrict rights such as the right to work
and freedom of movement under quarantine measures
until January 1%, 2021. At present, the government jus-
tifies the strict approach taken in the beginning of the
pandemic with the fact that at that time not much was
known about the virus, therefore Georgia could not
afford to take risks due to socio-economic problems and
limited medical capacities.

In the second quarter 0of 2020, employment was down
by 33 thousand and real GDP shrank by 12.3% com-
pared to the same period in 2019 (Forbes.ge). Stringent
restrictions led to income cuts which severely affected
the socio-economic status of many households. Most
of these households already faced substantial problems
before the current pandemic. During the period of com-
plete lockdown, Georgia’s economic activity virtually
stopped for over two months. Furthermore, citizens left
unemployed and without any income could not count
on state assistance.

Early Social Policy Measures

During the State of Emergency, primary social measures

taken by the government were as follows:

*  Families were to receive utility cost subsidies for three
months (March—May), including electricity, natural
gas, sanitation and water bills. Only citizens whose
consumption remained within a limit defined by
the government were eligible. More than 1.2 million
customers benefited from the electricity bill exemp-
tion during these three months and more than 670
thousand others benefited from the natural gas bill
exemption. The budget of the program was 170 mil-
lion GEL2.

* Asaresult of communication with the government,
commercial banks were to waive loan services for
private customers during these three months. Up to

2 Asof Autumn 2020, 1 Euro is equal to roughly 3.8 Georgian Lari.

600 thousand Georgians have benefited from this
measure.

*  The state took measures to control prices of nine basic
food products (Government of Georgia, 2020)—in
order to avoid a drastic increase in prices caused by
exchange rate fluctuations, the state purchased pri-
mary food products (rice, buckwheat, pasta, cook-
ing oil, flour, wheat, milk powder, sugar and beans).
The aim of the program was to limit the growth of
prices through subsidies and to stimulate the crea-
tion of stockpiles of necessary products in the coun-
try. There was no shortage of these products in the
country, although prices for most of them increased
sharply nevertheless (Factcheck.ge, 2020). A total of
9 million GEL was spent on the program.

To reduce the damage caused by the COVID-19 pan-

demic, the government unveiled an anti-crisis socio-

economic plan in late April that sought to provide state
support to businesses and citizens. On May 4, the Geor-
gian government approved a targeted state program to
reduce the damage caused by the pandemic (Ordinance
of the Government of Georgia N286). The program
provided temporary financial assistance to unemployed
and incomeless citizens, as well as other socially vulner-
able groups. The analysis of emergency social protection
mechanisms revealed the following problems:

* The government response was delayed.

*  Certain categories of citizens who required social aid
were left without assistance.

¢ Benefits were minimal and, in some cases, one-time,
which could not provide social protection for the
population in the long run.

*  Social policy was centralized in the country. During
the pandemic, there were no significant changes in
social protection policies for the population at the
level of local self-government, except for one-time
individual assistance (one-time distribution of food
products).

Unemployment Benefits

The pandemic and the accompanying severe restric-
tions (two months of country-wide quarantine) caused
a socio-economic crisis and exposed the population, as
well as political institutions, to considerable risks and
uncertainties, which led to a decrease in job opportun-
ities and a drop in average income. Unemployment was
a substantial challenge before the pandemic, while the
lack of unemployment benefits represented a significant
problem in the country. The government granted tem-
porary unemployment benefits to those who lost their
jobs during the pandemic or were furloughed/laid off
without pay. Recipients of assistance were divided into



CAUCASUS ANALYTICAL DIGEST No. 119, January 2021

two categories— ‘hired”® and self-employed. The unem-
ployment benefit for employees amounted to 200 GEL
per month and was issued for a duration of six months.
Unemployment benefits came into force at the end of
May and affected citizens who received wages at least
once in the period January—March and whose income
was no longer recorded from April. Although the bene-
fit of GEL 200 was scheduled for six months, a person
was to be deprived of assistance in case they received
a salary. In addition to the fact that the compensa-
tion was paid after a two-month countrywide quaran-
tine, this amount constituted only 18% of the official
nominal average monthly salary (1130 GEL) and was
practically equivalent to the subsistence minimum at
that time (Geostat.ge). However, it would be ill-con-
sidered to focus on the existing subsistence minimum
because the methodology for calculating this sum is
flawed and does not actually reflect human needs (Fact-
check.ge, 2020). This is further aggravated by the fact
that in many cases, one employee has to support sev-
eral members of the family.

Compensation for the Self-Employed

The self-employed were eligible for compensation
amounting to 300 GEL, provided that they could prove
their loss of income. There was difficulty in identify-
ing individuals in this particular group. Some of the
self-employed were registered as taxpayers in the Rev-
enue Service records. However, a large proportion of
self-employed workers were unregistered (street vendors,
nannies, private tutors, etc.), and thus information on
their income and/or economic activity was not avail-
able to the authorities. It was clear from the beginning
that some of them would not be eligible for assistance,
as the number of entities who can prove their income is
quite limited. According to the National Employment
Promotion Agency, a total of 251,690 self-employed
people were registered as unemployed (Accent News,
2020). They represent the part of the self-employed cate-
gory who were able to prove that they lost income dur-
ing the pandemic, while a large proportion of the self-
employed were employed by private individuals and
thus their activities cannot be officially attested to. Their
work was, in most cases, poorly paid and unstable. The
share of the self-employed in the total employment rate
is approximately 50%. The self-employed were provided
assistance of four times lesser value than that provided to
the formerly employed who had lost their jobs. Arguably,
it would be fairer had the government exercised a univer-
sal approach and provided more substantial assistance
to the self-employed.

Job-Saving Scheme for Business

The anti-crisis plan introduced by the government
included incentives to maintain jobs across the coun-
try. For six months, 750 GEL from monthly salaries of
up to 1500 GEL was fully exempted from income tax.
This benefit is equivalent to a maximum of 150 GEL per
job and applies only to the private sector. This decision
was a step towards maintaining the short-term liquid-
ity of businesses, with the aim of easing the effects of
the pandemic through maintaining economic activities;
although this sum legally belongs to the state, employers
were allowed to keep this deduction and spend it at
their discretion, rather than passing it on to the Reve-
nue Service. This benefit implies a marginal socio-eco-
nomic effect manifested through maintaining positions.

Measures against Poverty
Naturally, the poorest part of the population has proven
the most vulnerable to the socio-economic crisis caused
by the pandemic. Poverty is a major challenge in the
country, according to the National Statistics Office
(Geostat 2020): 19.5% of the population in Georgia
(approximately 722 thousand people) lives in absolute
poverty without sufficient means for subsistence.
Georgia offers a state program of social assistance
(subsistence allowance) which aims to provide finan-
cial support to families that live in poverty. The well-
being of families is determined through a point system,
according to which the amount of financial assistance
is determined (Social Service Agency, 2019). The sub-
sistence allowance for families with a rating score from
0 to 65 thousand points is set at 30 to 60 GEL per per-
son monthly. A family with a score of less than 100,001
receives a child allowance of 50 GEL for each child under
the age of 16. Three hundred and twenty-one thousand
families (979 thousand individuals) are registered in the
database of socially vulnerable citizens, of which just 141
thousand families (502 thousand persons) receive the
subsistence allowance (Government of Georgia, 2020).
The targeted social assistance (TSA) program has
been expanded as a part of the government’s anti-crisis
social program. Specifically, families registered in the
Vulnerability Database with a score of 65 to 100 thou-
sand (70 thousand families, 190 thousand persons) have
been allotted additional financial assistance for 6 months,
from May to December. This assistance amounts to 70
GEL per month for a single-member household, 90 GEL
for a two-member family, and 35 GEL per month for
each member of a family with three or more members.
However, expansion of the targeted social program did
not affect the poorest part of the population—fami-

3 A hired employee was to be understood as a formal employee who paid income tax, which would be possible to prove through the Revenue

Service database.
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lies with a rating score of 0 to 65,000, whose allowance
remained the same—indicating that the assistance sys-
tem is not adequate. As a result, a single-member house-
hold with the highest rating (100 thousand points) is eli-
gible for 70 GEL in monthly aid, while a single-member
household with 6065 thousand points receives 30 GEL
and a single-member household with an extremely low
score (0—30 thousand) receives 60 GEL per month.
During the pandemic, larger families (with more
than three children) with a social rating score ranging
from 0 to 100,000 points also received a monthly sup-
plement of 100 GEL for a duration of six months, from
May to October. About 22 thousand families are eligible
for the program (more than 130 thousand individuals).
Families with children in Georgia are most vul-
nerable to poverty. According to UNICEF (Vulner-
able Children and Risks in COVID-19 Times, 2020),
before the pandemic, 221 thousand children lived below
the poverty line, and 161 thousand of these children
received aid. Therefore, a large proportion of poor chil-
dren remained outside the state’s social protection pro-
gram even before the pandemic. Aiding larger families
is paramount, as they represent the group most vulner-
able to the socio-economic damage caused by the pan-
demic. However, the government’s approach was faulty,
as those children who are not part of extended families
but live in extreme poverty were left outside the pan-
demic aid program (for example, families with one or
two children and a score below 65 thousand). It would
clearly be fairer if all families registered as socially vul-
nerable received child assistance and the benefit simply
increased according to the number of children.

Support for Children
From September, a one-time 200 GEL allowance was
issued to all children aged 0-17. The financial transfer
was linked to the start of the school year. Arguably, the
universality of this transfer is socially unjustified, as it
would be more rational to allocate these resources to chil-
dren who are more vulnerable for long-term care rather
than one-time assistance. Such children are relatively
easy to identify through the above-mentioned database.
On August 21, 2020, UNICEF published a micro-
simulation study on the impact of the coronavirus pan-
demic on the population of Georgia, with particular
focus on children. The poverty level of the population
is obviously expected to increase under the shock of the
pandemic crisis. The study examines three potential sce-
narios for economic damage caused by the coronavirus
pandemic. In the most optimistic scenario, the poverty
rate of the population would increase from 21% to 24%,

26% in case of moderate consequences and 30.9% in
the case of severe shock. Child poverty would increase
from 27.6% to 30.8% in the “mild” scenario, 32.7% in
case of a moderate outcome and 37.8% in the case of
asevere shock. The percentage of the population, includ-
ing children, who live in extreme poverty would also rise.

According to UNICEF, Georgia is very vulnerable
to poverty and a high proportion of the population
lives only slightly above the poverty line, so the crisis
will naturally have a strong impact on the population
living in/on the edge of poverty. Research has shown
that cash assistance can slow down the growth in pov-
erty and that the policies and transfers that widely tar-
get the bottom 40% of the distribution are more likely
to have an impact on reducing poverty in a cost-effec-
tive manner, as opposed to those that are very narrowly
targeted (only TSA beneficiaries), those that target the
unemployed, or those that are too widely distributed
(such as universal child grants) (UNICEF 2020, p. 5).
Of the measures taken by the government, UNICEF
most positively assesses its universal financial assistance,
child subsidies (0-17 years) and unemployment bene-
fics. However, this study evaluates the singular effect of
financial assistance and not any long-term policy vision
or its alternatives.

Support for Students

Students who are members of families having a score of
less than 70 thousand points and studying at state or
authorized private higher educational institutions will
receive their promised funding for the ongoing semester.
This is a one-time benefit given to the most vulnerable
group to help alleviate the effects of the ongoing cri-
sis. More than 33 thousand students are eligible for the
funding, for which over 40 million GEL has been allo-
cated from the budget (Government of Georgia, 2020).

Support for People with Disabilities*

Part of the state anti-crisis plan involved aiding people
with severe disabilities (Group I) and disabled children
with a supplement of 100 GEL per month via social
transfers for a period of six months. Forty thousand indi-
viduals receive the benefit, and the budget of the pro-
gram is 25 million GEL. However, this assistance was
provided after the end of the State of Emergency. Sur-
prisingly, the only group ineligible for the pandemic-
related aid was the profoundly disabled (Group II). The
logic behind this decision is still unknown. The amount
of aid for those in Group II was even lower than before
the pandemic, with severely disabled people and dis-
abled children receiving GEL 220 per month and pro-

4 Persons with disabilities are divided into three categories: Children with disabilities, Group I (severely disabled people) and Group II (pro-

foundly disabled people—those with relatively mild disabilities).
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foundly disabled people receiving GEL 140 per month
(Government of Georgia, 2020). The difference in aid
value was explained by their different needs; nonetheless,
leaving profoundly disabled people without additional
assistance during the crisis remains incomprehensible.

Conclusion

The fact that the government spends more on the affluent
part of the population than on the most vulnerable
groups is likely to increase social inequality. A total of
63 million GEL was allocated from the state budget
for the expansion of the targeted social program. For
comparison, the government has allocated 70 million
GEL to subsidize mortgage loans for the population,
which involves co-financing the interest rate when buy-
ing an apartment.

As a part of the crisis budget, state budget expendi-
tures increased by 1.5 billion GEL and are planned to
reach 15.9 billion GEL, of which the largest share—1 bil-
lion GEL—-can be attributed to social expenses. A total
of 5.3 billion GEL is planned to be spent on social issues
in 2020. Health care expenses increased by 39 million
GEL. Of note is that growing expenditures are to be
covered by significant government borrowing mobi-
lized during the pandemic. Namely, as of October 2020,
total government debt amounted to 27.1 billion GEL,
including domestic debt (5.7 billion GEL) and foreign
debt (21.4 billion GEL). It should be noted that, com-
pared to 2019, total debt has increased by 7.2 billion GEL,
from 39.8% to 54.3% of expected 2020 GDP (Ministry

About the Authors

of Finance, 2020). Meanwhile, the forecasted Unified
Budget Deficit for 2020 is 8.3%, which is 5.7 percent-
age points more than that of the previous year (Min-
istry of Finance, 2020). In addition to incurring the
costs of fighting the pandemic, deficit spending stimu-
lates consumption, which has dropped as a result of the
pandemic (although naturally this has negative conse-
quences in the long term, e.g. inflation, reduction in
savings, increase in interest rates, etc.). In this regard,
the short-term approaches to pandemic social aid are
unsustainable, and the elected government will have to
substantially reconsider social policy approaches and
resource allocation.

The socio-economic crisis caused by the coronavirus
pandemic is proving to be long-lasting, and obviously
one-time social transfers do not provide social protection
for the population in the long run. Temporary mech-
anisms implemented by the government do not include
certain groups of people who are vulnerable and at high
risk of poverty. At the same time, the fact that social pro-
tection policies were not decentralized at the self-gov-
ernment level, which would have proven much more
effective and efficient, should be assessed unequivocally
negatively. In this case, the target groups and their chal-
lenges could have been identified more effectively, which
would have in turn led to provision of more adequate and
appropriate assistance. As mentioned, the government’s
response to the crisis was delayed, which was reflected in
the fact that social transfers were not issued during the
state of emergency, leaving many vulnerable to the crisis.

Vakhtangi Demuria is a research fellow at GRASS (Georgia’s Reforms Associates) and economic analyst at Factcheck.ge.
Mr. Demuria graduated with a Master’s in Economic Policy from Ivane Javakhishvili Thbilisi State University in 2018.

Teona Absandze is a research fellow at GRASS (Georgia’s Reforms Associates) and analyst at Factcheck.ge. She has
experience working as a tutor in the areas of social and healthcare politics, domestic violence and data journalism. Ms.
Absandze graduated with a Master’s in Journalism from Ivane Javakhishvili Tbilisi State University in 2013.

Bibliography

*  Factcheck Georgia. (2020). Akmayofilebs Tu ara saarsebo minimums mTavrobis daxmareba. Factcheck.ge, avail-

able at: https://bit.ly/31rBLRV

*  Factcheck Georgia. (2020). Fact-check Article: Giorgi Khanishvili: The programme absolutely handled the task.

Available at: hteps://bit.ly/3jijgVY

*  Factcheck Georgia. (2020). Spread of Coronavirus and preventive actions in Georgia—Chronology. Factcheck.

ge, available at: heeps://bit.ly/37wZjse
e Forbes Georgia (2020). Economic

review,

Avaliable at:  hrttps://forbes.ge/news/6623/

ekonomikis-romeli-seqtorebi-gaizarda-yvelaze-metad

Geostat. (2020). Statistics of living conditions. Available at: https://www.geostat.ge/en/modules/categories/192/
living-conditions

Ministry of Finance. 2020. BDD document of the budget. Avaliable at: https://www.mof.ge/en/4543

National Employment Promotion Agency. (2020). Statistics of social assistance beneficiaries. Publisher: Accentnews.
ge Available at: https://accentnews.ge/ka/article/23069-dasak mebis-xelshecqobis-saxelmcipo-saagento-saxel?fbclid=
IwAR34qUN7MxV WXjkYPDilb]1 ARU7O40fKuMUgVr]Cm0S9lp9hYe4fPczQY R4



https://bit.ly/31rBLRV
https://bit.ly/3jijgVY
https://bit.ly/37wZjse
https://forbes.ge/news/6623/ekonomikis-romeli-seqtorebi-gaizarda-yvelaze-metad
https://forbes.ge/news/6623/ekonomikis-romeli-seqtorebi-gaizarda-yvelaze-metad
https://www.geostat.ge/en/modules/categories/192/living-conditions
https://www.geostat.ge/en/modules/categories/192/living-conditions
https://www.mof.ge/en/4543
https://accentnews.ge/ka/article/23069-dasakmebis-xelshecqobis-saxelmcipo-saagento-saxel?fbclid=IwAR34qUN7MxVWXjkYPDiIbJ1ARU7O40fKuMUgVrJCm0S9lp9hYg4fPczQYR4
https://accentnews.ge/ka/article/23069-dasakmebis-xelshecqobis-saxelmcipo-saagento-saxel?fbclid=IwAR34qUN7MxVWXjkYPDiIbJ1ARU7O40fKuMUgVrJCm0S9lp9hYg4fPczQYR4

CAUCASUS ANALYTICAL DIGEST No. 119, January 2021

22

Parliament of Georgia. (2020). Regarding the change In the Law of Georgia on Public Health. Available at: https://
info.parliament.ge/file/1/BillReviewContent/248984

Social Service Agency. (2020). Cash Benefits (Sustenance Assistance) Available at: http://ssa.gov.ge/index.
php?lang_id=GEO&esec_id=35

Social State Service. (2020). Targeted Social Assistance Database. Available at: http://ssa.gov.ge/index.
php?lang_id=&sec_id=1476

The Government of Georgia. (2020). Decree of the Government of Georgia N164: On the Approval of Measures
to Prevent the Possible Spread of the Novel Coronavirus in Georgia and the Emergency Response Plan for Cases

of Novel Coronavirus Disease. Legislative Herald of Georgia. Available at: https://matsne.gov.ge/en/document/
view/48211212publication=34

The Government of Georgia. (2020). Ordinance of the Government of Georgia N286: On Approval of Targeted
State Program for Harm Reduction of Infection by New Coronavirus (SARS-COV-2) (COVID-19). Legislative
Herald of Georgia. Available at: https://matsne.gov.ge/en/document/view/48644212publication=13

The Government of Georgia. (2020). Report on the measures taken by the Government of Geor-
gia against COVID-19. Available at: hettp://gov.ge/files/76338_76338_444796_COVID-19angarishi...

pd2fbelid=IwAR 2w-y3izl FFPC6DHIu9qml7uY HKyPelIKy]6IOH DYjDnY4-6twL07CStMg

UNICEF. (2020). ESTIMATING THE IMPACT OF COVID-19 ON CHILD POVERTY IN GEORGIA
USING A MICRO-SIMULATION MODEL. Page 5. Available at: https://www.unicef.org/georgia/media/4871/
file/COVID-19_impact_on_child_poverty_in_Georgia.pdf

UNICEF. (2020). Vulnerable Children and Risks in COVID-19 Times. Available at: https://www.unicef.org/
georgia/reports/vulnerable-children-and-risks-COVID-19-times



https://info.parliament.ge/file/1/BillReviewContent/248984
https://info.parliament.ge/file/1/BillReviewContent/248984
http://ssa.gov.ge/index.php?lang_id=GEO&sec_id=35
http://ssa.gov.ge/index.php?lang_id=GEO&sec_id=35
http://ssa.gov.ge/index.php?lang_id=&sec_id=1476
http://ssa.gov.ge/index.php?lang_id=&sec_id=1476
https://matsne.gov.ge/en/document/view/4821121?publication=34
https://matsne.gov.ge/en/document/view/4821121?publication=34
https://matsne.gov.ge/en/document/view/4864421?publication=13
http://gov.ge/files/76338_76338_444796_COVID-19angarishi…pdf?fbclid=IwAR2w-y3iz1fFPC6DHlu9qml7uYHKyPcIIKvJ6IOHDYjDnY4-6twL07CSrMg
http://gov.ge/files/76338_76338_444796_COVID-19angarishi…pdf?fbclid=IwAR2w-y3iz1fFPC6DHlu9qml7uYHKyPcIIKvJ6IOHDYjDnY4-6twL07CSrMg
https://www.unicef.org/georgia/media/4871/file/COVID-19_impact_on_child_poverty_in_Georgia.pdf
https://www.unicef.org/georgia/media/4871/file/COVID-19_impact_on_child_poverty_in_Georgia.pdf
https://www.unicef.org/georgia/reports/vulnerable-children-and-risks-covid-19-times
https://www.unicef.org/georgia/reports/vulnerable-children-and-risks-covid-19-times

	Social Policy Responses to COVID-19
	By Farid Guliyev
	Georgia’s Social Policy Response to COVID-19: Targeted Social Assistance

	By Vakhtangi Demuria and Teona Absandze (both Georgia’s Reforms Associates, Tbilisi)


