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Methods: The study of the labor market is based on the analysis of the data of the National
Department of Statistics of Georgia and studies conducted by international organizations. In the
research process, the methods of scientific abstraction were used — when defining the labor market
and the essence of the concepts «unemployment» and «employmenty; comparative analysis — when
comparing the employment situation of the population of Georgia and some other countries;
statistics — when determining the dynamics of the main indicators of the labor market.

Results. The current state of the labor market in Georgia was analyzed and the dynamics of
its main indicators for the period 2017-2023 were determined. The main problems in the field of
employment of the Georgian economy were identified, which include incomplete use of labor
resources, differentiation of population incomes, imbalance between demand and supply of
professions. The analysis of the labor market in Georgia revealed that the majority of jobs in the
national economy are created in industries that do not use modern technologies and, therefore, do
not require highly qualified specialists; employees with a high level of qualification cannot find a
job in their specialty for a long time, as a result of which they lose their qualifications or are forced
to work in low-skilled jobs; the level of education received and real knowledge often turn out to be
incompatible with each other. The components of state policy in the sphere of employment
regulation are considered. A comparative analysis of this policy was carried out in such countries
as: Georgia, Latvia, Estonia, Hungary, Austria. Prospects for increasing the effectiveness of
employment policy in Georgia are outlined.

Novelty. As a result of the study of the employment policy, it was found that its tools have
different effects on solving the problem of unemployment with regard to the short-term and long-
term periods. Job search assistance programs have been shown to have the same results in both the
short and long term, while vocational training programs have been shown to perform much better in
the medium and long term.

Practical value. The results obtained during the research can be useful in the formation of
employment policy at both the regional and state levels of the functioning of the national economy.

Keywords: unemployment, employment policy, employment policy instruments, active and
passive employment policy, international organizations, state.

Statement of Problem. Unemployment
is the most acute macroeconomic problem in
the whole world, which can be alleviated and
more or less regulated as a result of the right
employment policy of the state. States deal with
this problem in different ways. Scientists,
through economic theories, assert the role of
the state in solving labor market and
employment policy problems. J. Keynes proved
that there is no automatic mechanism of full
employment in the capitalist system. His
recommendation to the government was: to

increase spending to expand production and
thereby create additional jobs for the
unemployed (Dogonadze, 2009).

Employment policy can be defined as a
set of programs, measures and services through
which the state tries to increase the rate of
employment in the country. According to the
classification of the European Union statistical
service — Eurostat, employment policy is
defined as «state intervention in the labor
market, the main objective of which is to ensure
its effective functioning and overcome
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inequalities».  There are  different
classifications of employment policies. The
most common is the distinction between active
and passive employment policies. Passive
employment policy implies financial support
for the unemployed during the period of
unemployment; Its main tool is the
unemployment insurance system. And active
policy involves the offering of various
employment services to the unemployed by
public employment services (Employment
Policy in the Context of Development, 2020).

According to the classification of the
Organization for Economic Cooperation and
Development, active policy instruments include
the following: Public Employment Services;

Labor  Market  Training;  Employment
Incentives; Sheltered and  Supported
Employment and Rehabilitation; Direct Job

Creation; Start-up Incentives. Passive policy
includes the following tools: 1. Unemployment
insurance 2. Early retirement [5]. Each
instrument of employment policy is different
and its use requires an individual approach by
the state.

Theoretical background. Unemployment
is the most pressing problem facing the whole
world. In solving this problem, the right
employment policy implemented by the state
plays a major role. When researching the
problems of unemployment in Georgia, it is
important to consider the experience of abroad
regarding the results of the implementation of
employment tools in practice. In this regard, the
study prepared by Mckenzie in 2017, which
evaluates the effectiveness of active labor
market policies in 13 developing countries,
based on the reports of 24 studies, is worth
noting. Below are facts about the results of
active policy instruments in different countries.

1. Vocational training programs.
McKenzie evaluates the effectiveness of
traditional vocational training programs based
on the results of 12 studies conducted in eight
countries.  Attanasio (2012) evaluates the
results of a 6-month vocational training
program in Colombia aimed at youth of both
sexes. The program had a significant impact on
women. In particular, vocational training
increased women's wages by about 20%. The
probability of employment for men
participating in the training increased by 5.3%,

for women — by 7.1%. In Kenya, the training
program was aimed at young people aged 17-29
and included 3 months of training and 3 months
of internship in private companies (Honorati,
2015). As a result of participating in the
program in the short term (14 months), the
participants' chance of employment increased
by 5.6% compared to the control group. The
long-term effectiveness of the programs varies
from country to country. In Turkey (Hirshleifer
et al, 2016), Argentina (Alzua et al. 2016) and
the Dominican Republic (Acevedo et al. 2017),
the effects of programs were observed only in
the short term, in Colombia (Attanasio et al,
2015) and the Dominican Republic (Ibarraran
et al., 2015) the results of retraining were
sustainable even in the long term (Standard
estimates of the return to an additional year of
schooling around the world show an average
return of 10%, with returns to tertiary schooling
averaging 21% in Sub-Saharan Africa
(Montenegro and Patrinos, 2014).

2. Wage subsidies. Firms' wage subsidy
reduces the cost of employing an employee,
thus reducing unemployment during the period
of the subsidy.

3. Helping with job searching (Search
and Machining). The Mckenzie report is based
on the results of nine studies conducted in
seven developing countries, which include the
following types of programs: employment
forums (Ethiopia, Philippines), transportation
subsidies (Ethiopia), testing in different skills
(Ethiopia, Jordan, Uganda), promoting the use
of letters of recommendation (South Africa),
providing job seekers with information about
vacancies (India, Peru). According to studies,
programs to help job seekers and employers by
informing them had a statistically significant
effect in only two cases - employment
increased in India and Peru, respectively, by
2.4% (based on 3 years) and 6.2% (based on 1
month) ) [6].

According to the research analysis, the
state's employment promotion is more
expensive than professional training and wage
subsidies. The use of other recruitment tools
(recruitment forums, letters of
recommendation, testing in different skills, etc.)
is associated with relatively lower costs, but is
less effective.
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Card, Kluve and Weber (2017) analyze
the results of active labor market programs
based on 207 research reports. The studies
cover 47 countries (including developed and
developing). It was revealed that the effect of
the active labor market policy in the short term
(less than one year after the completion of the
programs) is small compared to the medium
term (1-2 years) and the long term (more than 2
years). Active labor policy is associated with 1-
3%, 3-5% and 5-10% increase in employment
in the short, medium and long term,
respectively [6].

Aim of the paper. The purpose of the
article is to research employment policy and
unemployment problems in Georgia.

Materials and methods. In the research
process, desk research materials, theories
developed by scientists about unemployment
and employment policy, statistical data and
studies conducted by international
organizations are used. As a result of the
analysis, the research hypothesis was
confirmed. In the elimination of unemployment
problems, the involvement of the state and the
determination of the right employment policy
play a major role. The help provided by
international organizations and the experience
abroad are important.

Findings. Examples of state employment
policies in comparable countries of Georgia.
The choice of employment policy instruments
is determined by the economic situation of the
countries, political and social factors. In this
regard, the approaches are different and the
world experience is quite diverse. The data
show that there is no ready-made recipe for the
optimal arrangement of the employment
mechanism. For optimal institutional provision,
it is necessary to make decisions based on the
needs of the labor market of a specific country,
analysis of economic and financial potential
and consideration of important aspects of
practical experience of foreign countries.

In the process of developing an
employment mechanism for Georgia, it is
interesting to analyze the state employment
services of Latvia and Estonia, as countries of
the former Soviet space. Kalvane (2015)
analyzes the models of public employment
services in Latvia, Estonia and Denmark and
notes that unemployment prevention measures

in Latvia and Estonia account for a negligible
share of total employment policy costs.
Estonian SDS is an independent public
institution. It is managed by three apparatuses,
which are composed of representatives of the
government, trade wunions and employers'
organizations.

In 2011, employment policy expenditure
in Latvia amounted to 0.686% of GDP (in
comparison, in 2015 Latvian SDS expenditure
was only 0.56% of GDP), and in Estonia -
0.719% of GDP. In 2009 and 2010, the
majority of expenditures on employment policy
in Latvia were passive employment measures,
and in 2011 and 2012, the share of passive and
active measures was equalized (it should be
noted that in 2015, the share of passive policy
increased again, and the expenditures on it in
Latvia's GDP amounted to 0.41%, while only
0.15% of GDP was spent on active politics).

Risak & Kovacs (2017) offer a
comparative  analysis  of  employment
mechanisms in Austria and Hungary. Risak &
Kovacs (2017) attribute Hungary to the Eastern
European flexicurity system, the authors of
which also consider the Baltic countries as part
of it. This system is characterized by a low
level of social security. (weak social assistance
system), with medium to high labor market
flexibility and medium to high taxes.

According to Risak & Kovacs (2017),
constant structural changes and redistribution of
powers did not have a positive impact on the
transparency and efficiency of the SDS. In
order to alleviate the consequences of
unemployment in Hungary, there is a
mandatory social insurance mechanism, which
is financed from the payroll of the employees
(1.5% of the salary) and the social tax paid by
the employers (27% of the paid salary).
Unemployment insurance covers not only the
employed, but also the self-employed, who are
obliged to pay 1.5% of the monthly declared
income. The passive labor market policy in
Hungary is mainly based on two unemployment
assistance programs, «jobseeker's assistance»
and «pre-retirement jobseeker's assistance».

Based on empirical studies, Risak &
Kovacs (2017) note that in solving the
employment problem, employer subsidy and
unemployed retraining programs are more
effective than public works programs.
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If we evaluate the experience of the
countries of the world, we will see that the
short and long-term effects of the employment
policy depend on the type of program. For
example, job search programs have the same
effect in the short and long term. The impact of
vocational training and employment programs
in the private sector on employment is greater
in the medium and long term. Employment in
the public sector has an insignificant and often
negative effect both in the short term and in the
long term. Program effects also vary by
participant group-largest for women and long-
term unemployed, and smallest for young and
old.

Employment  policy of  Georgia.
According to the statistical data published by
the National Statistical Service of Georgia and
the World Bank, since 1992, in terms of the
structure,  dynamics and  trends  of
unemployment, the high level of
unemployment in Georgia has been maintained
even in the conditions of rapid economic
growth. Since 1992, GDP per capita has been
growing sharply and reached US$4,000 in
2016, while the unemployment rate has
consistently hovered between 10-12%. The
level of employment is less responsive to
economic growth. The increase in the volume
of production was mainly due to the increase in
the rate of productivity and not of employment.

Unemployment is particularly high in
urban areas of the country, where the
unemployment rate is 28%. The mentioned
indicator is 3 times higher than the level of
unemployment in rural areas. The mentioned
circumstance is caused by the high number of
self-employed people in rural areas (50 percent
of the total number of employees).

However, it should be noted that their
farming is so low in terms of productivity that it
is not even able to meet its own requirements.
The level of unemployment among young
people is also particularly high in Georgia and
this figure is 36%. Almost a third of young
people (aged 15-24) are not in education, are
not employed or are not undergoing
professional training. This indicator is 2-3 times
higher than the corresponding indicator of most
European countries.

As a result, the productivity potential of
young workers is underutilized. High youth

unemployment is a result of weak demand for
labor, but skills mismatch also contributes.
Many of the unemployed in Georgia have
higher education. More than 50% of the
unemployed have secondary education, and
40% have higher education. 46% of the
unemployed in urban areas have a university
degree.

In contrast to European countries, where
unemployment is concentrated among less
educated individuals (the unemployment level
in Georgia is calculated taking into account the
criteria. of  the International Labor
Organization). Since 2012, Georgia has started
creating labor market institutions and
developing relevant programs. This, to a large
extent, was due to the bilateral cooperation with
the EU and the commitments made to it.
Europe in 2013 [15].

Within ~ the  framework of the
neighborhood policy instrument, the EU budget
aid program for the years 2014-2017 was
signed, which meant helping the Georgian state
in the reform of professional education and
employment. Obligations in the field of labor
and employment increased further in 2014,
when  Georgia signed the Association
Agreement with the EU.

The specific goals of the professional
education development strategy developed by
the Ministry of Education and Science of
Georgia are:

— Establishing a flexible professional
educational network corresponding to the
requirements of the labor market.

—Preparation of competitive personnel for
the international and local market. Providing
full and equal opportunities for professional
and personal development.

— Providing full and equal opportunities
for professional and personal development.

—Preparation of economically active
population  for employment and self-
employment, with the perspective of
sustainable career development and self-
realization [1].

In the study «Unemployment structure
and structural unemployment in Georgia»
(2016) carried out by the Georgian Strategy and
International Relations Research Foundation
with the support of the South Caucasus
Regional Office of the Friedrich Ebert
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Foundation, trends characteristic of the
Georgian labor market, such as
underemployment and hidden unemployment,
are identified.

In order to effectively overcome the
challenges in the employment market, the
Government of Georgia approved the strategy
of active labor market policy and the 2016-
2020 action plan for its implementation by the
resolution of April 4, 2016 (#167). The
aforementioned strategy and action plan were
based on the results of the Georgian labor
market survey conducted by the Ministry of
Labor, Health and Social Protection of Georgia
in 2015, the survey of vocational school
graduates conducted by the Ministry of
Education and Science of Georgia in 2014, and
the unemployment level survey of 2014 by the
National Statistical Service of Georgia.

The structure of Georgian employment is
dominated by agriculture, which accounts for
46% of total employment and only 10% of
GDP. The industrial sector is small, with 11%
of the total number of employees. The service
sector is relatively large, accounting for 25% of
the total number of employees, although the
leading position in it is held by trade, which is
largely an activity with low added value. as
well as the public service sector. The role of the
modern business and financial services sector
in employment is small. Thus, the majority of
jobs are in traditional, low-productivity sectors,

and a minority of jobs are in modern, high-
productivity sectors. Such a traditional
employment structure limits the demand for a
highly educated workforce.

The State Employment Services Service —
SIP  Social Services Agency offers the
following types of services to job seekers in
order to promote employment: Professional
training of job seekers - state program of
retraining and qualification improvement;
Individual and group consultations for job
seekers; Labor market information management
system  www.worknet.gov.ge. Employment
forums; Supportive employment [6].

It should be noted that the professional
training-retraining program is the largest of the
employment services. The main goal of the
program is professional training of the
unemployed in the most demanded professions.
Within the framework of the program, the
participants will be given a 1500 GEL state
voucher, which they can use to take a course at
the relevant professional college. The list of in-
demand professions and course providers is
compiled annually by the Department of Labor
and Employment. The number of participants in
the training-retraining program is increasing
year by year, accordingly, the budget of the
program is also increasing [3]. According to the
data of the National Statistics Service, the result
of the state's active employment policy is
confirmed:

Table 1
Employment and unemployment

2017 2018 2019 2020 2021 2022 2023 2023 2023 2023 2023

| 1 11 AV
Employment 1641.4 |1605.2 |1572.8 |1523.7 |1533.6 |1551.6 |1596.3 |[1551.1 |1594.3 |1618.5 |1621.3

power,thousand men

Employed,thousand men 1286.9 |1296.2 |1295.9 |1241.8 |1217.4 |1283.7 |1334.6 |1271.9 |1327.4 |1366.3 |1372.7
Unemployed,thousand men | 354.5 309.0 | 276.9 2819 | 316.2 267.9 261.7 279.2 266.9 252.2 248.6
Unemployment level, % 21.6 19.2 17.6 18.5 20.6 17.3 16.4 18.0 16.7 15.6 15.3

Source: National Statistical Service of Georgia, 2023

As a result of the analysis, it is
determined that as a result of the active
employment policy implemented in Georgia, in
2023 (16.4%), the unemployment level,
compared to 2017 (21.6%), decreased by 5.2%.

Conclusions. As a result of the
employment policy research, it was revealed
that employment policy instruments affect
unemployment problems in different ways. The
results are different in the long term and in the

120

short term. However, job search assistance
programs have the same results in both periods.
The results of vocational training programs are
greater in medium and long-term periods.
Countries use active and passive
recruitment tools according to their labor
market analysis, mainly based on the labor
supply and demand. As a result of the analysis
of the World Bank research, it appeared that the
Georgian employment market is facing three
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main challenges. These challenges are: unused
work resources; income inequality; imbalance
between demand and supply of professions.

As a result of the analysis of the
implemented employment policy, it was
revealed: most of the jobs generated in the
labor market of Georgia do not require high
qualifications, because the economy of Georgia
is not able to create high-skilled jobs; it is
difficult to find a job according to the
qualifications received in Georgia, which may
be due to the following circumstances: the level
of education received and real knowledge are
not compatible with each other. as a result of
long-term unemployment, job seekers lose their
qualifications or are forced to work in a low-
skilled workplace.

The recommendations: based on the
analysis of foreign and local studies, the
recommendations of the employment policy of
Georgia were developed:

— The state should develop a unified
state  employment strategy, the ministries
involved in the implementation of which should
act in a coordinated manner within the overall
strategy.

— The registration processes of the
unemployed should be improved, the priorities
should be sorted in such a way that there is no
duplication of processes in the market and
therefore inefficient spending of resources.

— The state employment program should
take into account the motivation of the
population for wvulnerable groups (such as
young people, women and long-term
unemployed). World experience has shown
that the effectiveness of employment promotion
programs is highest among the mentioned
vulnerable groups.

— The social service agency should
increase the awareness of state employment
services in the regions, and the services should
be made available to those who do not have
access to modern technologies.

— The state should promote and
encourage deficient professions in the
education market. The Ministry of Education
must act in coordination with the Ministry of
Economy.

— Creation of additional jobs is a
necessary  condition for  overcoming
unemployment. It is necessary for the state to

offer the population such incentive programs
that will be adapted to regional needs. The
development of the small and medium segment
needs active support.

The state should strengthen the empirical
studies of the employment market, the
collection of statistical data, the accounting and
evaluation of state expenses in terms of
employment [5].
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[IOJIITUKA 3AMHATOCTI TA IIPOBJIEMU BE3POBITTS B I'PVY3Ii
JI. Ocaose, I'opiiicoxutl oeparcasnuii ynisepcumem (I py3is)

MeTtoposiorisi  gocaigkeHHsi. BuBYeHHS puHKY mpaii 0a3yeTbCs Ha aHaji3l JaHWUX
HarionanbHOTro enapTaMeHTy CTaTUCTUKH ['py3ii Ta JOCHTIKEHHSX, POBEJCHUX MIKHAPOIHUMHU
oprasizamissiMd. Y IOCHIIHUIIBKOMY TPOIECi BUKOPHCTOBYBAJIMCA METOAM HAYKOBOi aOCTpakiiii —
[pU BU3HAUEHHI PUHKY Mpalli Ta CYyTHOCTI HOHATH «0e3p0o0ITTA» i «3alHATICTHY; KOMIIAPATUBHOTO
aHali3y — NpU TOPIBHAHHI CHUTYyallli 3 3alHATICTIO HaceieHHs ['py3ii Ta AesKkuX IHIIMX KpaiH;
CTaTUCTHKH — IIPH BU3HAYCHHI JUHAMIKA OCHOBHHX ITOKA3HUKIB PHHKY IIpaIli.

PesyabraTn. IlpoananizoBaHo cy4acHUi cTaH pUHKY mpaili B ['py3ii Ta BU3HaU€HO TWHAMIKY
OCHOBHHX HOr0 Moka3HUKiB 3a mepiog 2017-2023 pp. Buokpemieno ocHoBHI npobiemu y cdepi
3alHATOCTI TPY3MHCBKOI EKOHOMIKH, 10 SKHX HajleXaTb HENOBHE BUKOPUCTAHHS TPYIOBHX
pecypciB, mudepeHiiamisi JOX0 1B HaceJIeHHs, TUCOATaHC MIXK ITOITUTOM 1 MTPOIIO3HUITIEI0 TPOQECiii.
Amnamni3 punky npaui B ['py3ii BusiBuB Te, 110 Oiblia yacTMHA pOOOYHX MiCIlb CTBOPEHA B Traiy3sx,
SKI HE BUKOPUCTOBYIOTh CYYacCHI TEXHOJIOTii, MpAaIliBHUKKA 3 BUCOKMM piBHEM KBamidikaiii He
MOXYTh JOBIOTPUBAIMHA Yac 3HAWTH poOOTY 3a CHELIANbHICTIO, BHACIIOK YOro BTpPavyaroTh
KkBasidikamio abo 3MyIIeH] MpaloBaTH Ha HU3BKO KBaTi(piKOBaHUX pOOOTax; piBEHb OTPUMAHOI
OCBITH Ta pealibHi 3HaHHS YacTO BUSIBJISIIOTHCS HE CYMICHUMHU Mik co0010. Po3risHyTo ckiamoBi
MIOJIITHKY JIepKaBH y cepi peryntoBanHs 3aiHATOCTI HaceneHHs. [IpoBeaeHo MOpiBHAIBHIIA aHAaTi3
i€l MONITUKU Yy TakuX Kpainax, sik: ['pysisa, JlatBis, Ectonis, Yropumuna, ABctpisa. OkpecieHo
MEPCTIEKTUBH I1IBUILIEHHS 11€BOCTI MOJITUKY 3aiHATOCTI B ['pys3ii.

HoBu3na. YV pe3ynbTari AOCHIIPKEHHS MOJITHUKU 3alHATOCTI BHUSBIEHO, IO ii IHCTPYMEHTH
M0-pI3HOMY BIUIMBAIOTh HA BHUPILIEHHS MpoOsieMu 0e3poOITTS 3 OrJsAy Ha KOPOTKOTEPMIHOBHHM 1
noBrorepMmiHoBuii mepiogu. IlpompeMoHcTpoBaHO, IO MpOrpaMu JOMOMOTHM B IOLIYKY pOOOTH
MaloTh OJHAKOBI PE3YyJIbTaTH 1 B KOPOTKO- 1 B IOBFOTEPMIHOBIH MEPCIEKTUBAX, a PE3YJIbTaTUBHICTD
nporpaMm  npo¢eciiiHoro HaBuaHHS  JIEMOHCTPYIOTh  HabaraTo Kpaml pe3yiJbTaTH Ha
CepEeTHhOCTPOKOBUX Ta JIOBTOCTPOKOBUX YACOBHX MPOMIKKAX.

IIpakTnyna 3HauymicTb. Pe3ynpTaTd, OTpUMaHi MiJ Yac JOCTIKEHHsS, MOXYTh OyTH
KOPUCHUMHU TpU (POpMYyBaHHI MOJITUKU 3aHHATOCTI SIK HAa PErioHaJIbHOMY, TaK 1 Ha JAEPKaBHOMY
piBHAX (DYHKIIOHYBAaHHS HALlIOHAJIBHOI €KOHOMIKH.

Knrouoei cnoea: 6e3po0ITTS, NMONITHKA 3aHHATOCTI, IHCTPYMEHTH HOJITHUKU 3alHATOCTI,
aKTHBHA Ta MACHUBHA MOJIITUKA 3aHITOCTI, MI>KHAPOIHI OpraHi3ailii, 1epkasa.

Haoivuna oo pedaxyii 25.05.24 p.
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