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[bookmark: _Toc512826742]Introduction
[bookmark: ClearNotes]The project skill mismatch measurement in ETF partner countries develops and pilots several indicators of labour market and skill mismatch. The goal of the project is to develop, test, and implement the indicators in a template that allows easy access and updating.
This report is the result of a ETF initiative, aimed to measuring skills mismatch, by defining a set of indicators and testing them on a number of partner countries, using essentially existing data from reliable sources. These indicators, based on international practise, and gathered depending on feasibility given the country capacity and data. This analytical exercise will contribute to help institutions and partners assessing the effectiveness of their skills policies. Lessons from this initiative will then translate into a revised and improved ETF methodological note on measuring skills mismatch. 
Next to the current and three other companion country reports, the final phase will comprise a cross country report along with a set of standardised country factsheets on skills mismatch, presenting the results of measuring and gathering data on skills mismatch indicators, and the interpretation of these results.
Skill mismatch is mostly measured by proxy in the current project. In this education and occupation proxy for the skills taught respectively the skills required in a position. The various ways in which the indicators are calculated allow to identify problems or mismatches, while in itself they rarely allow to pinpoint the exact nature or cause of the mismatch. Skill mismatch in the current context entail mismatch in the level of education or skills with those required in the position, the so called vertical mismatch, but also horizontal mismatch in which the types of skills in an education do not match the requirement while the overall educational level does match the requirement. 
The eight indicators which are calculated and discussed in this report are:
· Unemployment rates by various dimensions
· Proportions of unemployed versus employed
· NEET
· Coefficient of variation of education 
· Variance of relative unemployment rates
· Mismatch by occupation
· Over- and Under-education 
· Relative wages 

In describing and interpreting the indicators we allow the various persons that might be interested in skill mismatch to inform themselves about the methodology with which skill mismatch is measured using existing data sources, the analysis of skill mismatch, as well as providing some insights for the country in areas that mismatches might occur on the labour market. All persons generating, interpreting or using labour market information or being involved in labour market and or education policy might be interested in understanding the various ways in which labour market and skills can be analysed. Finally, proposals on how to further develop indicators, data infrastructure or labour market analysis are provided for the country. 



[bookmark: _Toc512826743]Contextual information
[bookmark: _Toc512826744]Country Context and Institutional Background
The country experienced turbulent times during the political transition from the Soviet Union to independent statehood and the economic transition from a centrally planned economy to a market economy. Real GDP per capita declined from 1988 to 1994 by 79%; the decline lasted for 5 years, the shortest observed among post-Soviet countries, but it had the largest cumulative decline of all (European Initiative - Liberal Academy, 2012). During the first five years of independence Georgia experienced the acute hyperinflation, which prevented the economic development and contributed to the exacerbation of social problems in the country. After 1995, the inflation rate declined and the Georgian economy started to grow at an average of 6%: inflation rate in Georgia averaged 7.5 percent from 1996 until 2017 with record low of -3.3 percent in May of 2012[footnoteRef:1].   [1:  https://tradingeconomics.com/georgia/inflation-cpi] 

Reforms, carried out in Georgia especially after the Rose Revolution of 2003, have accelerated the growth. Georgian government managed to improve the business climate substantially. The country moved up from 112th to 37th place in Ease of Doing Business ranking in a year from 2005 to 2006. In 2016 Georgia ranked 16th[footnoteRef:2] - the same position as in 2008, when the economic development was interrupted as a result of the 2008 August-war with Russia and the world financial crisis. GDP per capita PPP in Georgia averaged 5248 USD in the period from 1990 until 2016, reaching an all time high of 9267 USD in the last year and a record low of 2178 USD in 1994[footnoteRef:3]. [2:  https://tradingeconomics.com/georgia/ease-of-doing-business]  [3:  https://tradingeconomics.com/georgia/gdp-per-capita-ppp] 

In terms of the production structure during observed period, Georgia has transformed from an agriculture-driven economy to a more diversified and services-driven economy. While in 1996 more than a third of the value added (34%) was created in agriculture, in 2016 the contribution of this sector had fallen to 9%, though still retaining its place among the first three highest value adding sectors. The other two are trade (15.3%) and manufacturing (10%), with relatively stable shares in the GDP. The construction and transport sectors have traditionally played an important role in the development of the Georgian economy, contributing about 8 percentage to national GDP. The fastest growing sector is finance, which accounted for only 1% of GDP in 1996, but reached 4% in 2016. Slightly smaller, but still substantial advances occurred in the real estate sector, from 2% in 1996 to 7% in 2016 (Geostat data[footnoteRef:4]). [4:  Preliminary data for 2016 might be found on: http://geostat.ge/cms/site_images/_files/georgian/nad/pres-relizi_2016_GEO.pdf] 

However, the Georgian employment structure is still traditional, with agriculture accounting for 46 percent of total employment. The industrial sector is small, representing only 11 percent of total employment. The market service sector is relatively large (25 percent of employment), but is dominated by trade, which in a large part is a low value-added activity. The public services sector is also large, and activities such as education, health care and administration account for 17 percent of total employment. The modern business and financial services play a minor role as their share in non-agricultural employment is less than 6 percent. Thus, the majority of jobs in Georgia are located in the traditional, low-productivity sectors, while only a minority of jobs is in modern, high-productivity sectors (WB, 2013, p.16). 

[bookmark: _Toc512826745]Demographic development
The last population census of 2014 has shown a decrease of the national population from 4.1 million in 2002 to 3.7 million in 2014. Since its independence, the population development has been negative. Both low fertility and high levels of emigration have contributed to this situation. According to the UN Population Division (UN, 2017), net emigration rates from Georgia (including Abkhazia and South Ossetia) during the period from 1990 until 2015 were the highest among the countries of the world with more than 1 million inhabitants. There is some indication, though, that the fertility rate has improved in Georgia since 2008. 
57% of the Georgian population lives in urban areas and almost 30% of total population in the capital of Georgia, Tbilisi. In 2014 ethnic Georgians accounted for 87% of the country’s population. Ethnic minorities include Azerbaijanis (6%) and Armenians (4.5%).[footnoteRef:5] The official language in Georgia is Georgian. 87.5% of the population is the native speaker. However, there is the problem of the fluent knowledge of the official language among main ethnic minorities. Only 19% of ethnic Azerbaijanis spoke Georgian fluently and the same figure for ethnic Armenians stood at 35% (Ibid). Without proper command of Georgian, ethnic minorities have little if any chances to get higher education in Georgia. Indeed, while 39% of the ethnic Georgians report higher than secondary education, the corresponding indicator for Armenians and Azerbaijanis stood at 9% and 6%, respectively (CRRC, 2015[footnoteRef:6]).  [5:  http://census.ge/ge/results/census1/demo]  [6:  http://caucasusbarometer.org/en/cb2015ge/RESPEDU-by-ETHNIC/] 


[bookmark: _Toc512826746]Education system
Since 2004, Georgia has undertaken comprehensive educational reforms at all level of education, with the aim of creating a credible education system that is compatible with internationally accepted standards and concepts. Significant donor’s resources were devoted to on-going educational reform in Georgia and is central to the country’s Socio-economic Development Strategy (“Georgia 2020”).  Public expenditures on education in Georgia are still relatively low, they accounted for about 3 percent of GDP during 2007-13 which is significantly lower than the CIS and EU new member states’ average of 5 percent (International Bank for Reconstruction and Development/ The World Bank, 2014, p.13).
Education in Georgia is mandatory for all children aged 6–14 years and illiteracy is minimal (0.4% in 2014[footnoteRef:7]). The school system is divided into elementary (six years; ages 6–12), basic (three years; ages 12–15) and secondary (three years; ages 15–18), or, alternatively, VET (two years). Only students with a secondary school diploma have access to higher education, and they have to pass unified national examinations to enrol in a state-accredited higher education institution. The country has a high rate of enrolment in upper secondary education (92% in 2014) and a low rate of early school leavers (8% in 2014). The educational attainment level of the labour force remains relatively high: in 2014, 62.1% of workers had secondary education and 30.4% - higher education. However, the quality of education remains an issue in Georgia’s general education system. In the OECD 2009 Programme for International Student Assessment (PISA), Georgian students scored below the OECD average in all fields. Only 38% of students were proficient in reading literacy, 34% were proficient in science, and only 31% were proficient in mathematics at or above the functional. The participation of the students in the VET education as well as its relevance for the labour market’s demands are also important problems in Georgia (ETF, 2017 p.5, UNICEF, 2014, pp.13-19). [7:  http://census.ge/ge/results/census1/educationge] 

[bookmark: _Toc512826747]Labour market in Georgia
The Georgian labour market has undergone major changes during the last 25 years, both in terms of institutional and economic changes, resulting in periods of growth and severe declines. Employment rates have been low and ranged from 52% to 58%, with some improvement in last 2 years where it reached 59.5% (Geostat, 2017). These employment rates are far below the 70% benchmark set for EU countries in 2010. Unemployment has been persistently high in Georgia, reaching its peak in 2009 (16.9%) due to the 2008 August conflict and the world financial crisis. After that the unemployment rate started to decline, reaching 11.8% in 2016 (see Figure 1).[footnoteRef:8]  [8:  http://geostat.ge/?action=page&p_id=145&lang=geo] 


Figure 1	Unemployment rates 2009 -2016 – official statistics
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Source: Geostat, 2017, Employment and Unemployment in Georgia: http://geostat.ge/cms/site_images/_files/english/labour/employment%20and%20unemployment%202016_ENG.pdf

The official figures hide however the size of the unemployment experience in Georgia.[footnoteRef:9] Official statistics tend to overestimates national employment rates by including in the total number of employees those who are working in households free of charge and those helping family members.[footnoteRef:10] Thus, the true unemployment rate in Georgia especially in rural areas is probably higher than that suggested by the official statistics that provides employment indicators for rural population being at least 4 times higher than for urban: in 2016 unemployment rate in rural areas of Georgia was 5%, as compared to 21.1% - in urban areas (Geostat, 2017).  [9:  According to a survey conducted by the National Democratic Institute (NDI) in 2011, of a total of 16,161 interviewees, 31% indicated to be unemployed and looking for a job, 5% said not to be looking for work and another 30% made up the non-active labour force, which includes students, retirees, etc.(Labadze and Tukhashvili, 2013, p.20)]  [10:  This category of unpaid employees in 2008 for example it consisted of 29.2% of the total number of employed (USAID and IOM, 2010, p.8). In addition, a rather broad definition of employment when registering the economically active population is used: it suffices if a person worked even one hour at his/her own plot during the week surveyed or was fishing, hunting, sewing, picking berries, mushrooming, preserving or canning food.] 

The predominance of self-employed workers among the working population is an outstanding feature of the Georgian labour market. This feature is consistent over time, and at least in part it reflects the resilience of the informal economy and informal employment. The large part of self-employed workforce in rural areas of Georgia is employed in the low-productivity agricultural sector; that’s why a share of incomes from self-employment in average rural household does not exceed 7% of its total cash income (Geostat, 2016, p.52). Self-employment in Georgia does not comprise small business, which have a potential to generate income, reduce poverty level and foster economic growth, rather its main share made up of self-subsistence farming, informal trade or unpaid domestic work (Terterashvili, 2014, p.5). 
Many workers in Georgia either in urban and rural areas are still employed in the informal sector, often a last resort providing only subsistence income. So-called “seasonal” unemployment is also widespread in the country where some people are fully employed only during a few months in a year. This “secondary” market forces most Georgians into jobs that require limited skills, offers no career growth opportunities, provides difficult working conditions and low remuneration with minimal social protections and guarantees. Since the 1990’s the problem of the “working poor” has been acute, trapping people in low-paying salaried work, and in small earnings for the self-employed. 
For many Georgian families, emigration to work abroad enables the household to survive on remittances sent from abroad. In Georgia more than one million people or 25% of its recent population live outside of the country (World Bank, 2011). Between 7% and 8% of current Georgian population has migration experience, i.e., either they have emigrated or they have emigrated and returned (ETF and BCG-Research, 2013, p.9). According to the data from Georgian Integrated Household Survey, approximately 7% of population residing in Georgia receives remittances from abroad, which corresponds to the estimates between 6% and 10% of families with absent labour migrants abroad in the total number of households in Georgia (Ibid, p.12). These remittances comprise 5% of the overall household incomes in Georgia, but for those households who receive these remittances, it provides almost half of the household’s budget (Badurashvili and Nadareishvili, 2011, p.15).
[bookmark: _Toc512826748]Labour legislation in Georgia
The rights and obligations of employers and employee in Georgia are regulated by the Constitution of Georgia, ratified international agreements, the Labour Code of Georgia, the Law of Georgia on Trade Unions and other relevant legislative acts.
The state employment policy is also regulated by the Law of Georgia on Trade Unions, which envisages the participation of a trade union in the development and implementation of the state employment policy and provides public supervision over the abovementioned activities. However, the role of Trade Unions until recently was widely neglected. In 2009 it was officially recognized as a social partner of Georgian government (Tripartite Social Partnership Commission[footnoteRef:11]). Nowadays Trade Unions more participate in the protection of employee rights, the implementation of the state employment policy and the creation of dignified working conditions along with the employers.  [11:  http://gtuc.ge/?p=3123] 

The Labour code adopted in 2006 was considered to be among the most liberal in the world. It radically increased labour market flexibility and shifted the power towards employers in industrial relations. As a result, there was no institutional setting for social dialogue neither on the national nor on the firm level. The new amendments to Labour code adopted in Georgia in 2013 made it more comparable with international standards. It provides a more balanced approach to the regulation of employment relations. It included a limitation on fixed-term contracts, paid and maternity leave requirements and a better regulation to allow for collective bargaining as well as protection against anti-unions activities and strikes. 
Part-time and flexible work’s opportunities for women are still issues in Georgia, as they remain unregulated; absence of alternative job engagement in Georgian legislation makes it difficult for women to combine family responsibilities and their professional career. This is also reflected in the female’s labour force participation rate in Georgia, which is below the male participation rate. The participation rate gap between male and female fluctuated between lower bound about 17.4 percentage points in 2004 to upper bound about 20.8 percentage points in 2012. 
[bookmark: _Toc512826749]Labour market policy in Georgia
Initially the labour market was largely unregulated with a lack of proper public institutions which has been  a significant obstacle for effective management of labour market.  However, since the 2000s several programs were launched to reduce the unemployment levels in Georgia. Among these programs were projects aiming at developing small businesses, providing vocational training and re-training, training internships, and employment generating activities through the development of small-medium size businesses. 
The scale of these programs was limited and outcomes in terms of actual employment small. Programs’ participants were offered mainly the cash benefits instead of enhancing their qualification levels, leading to a labour market policy that failed to tackle the core problem of employment creation. Thus these programs were not able to provide tangible results due to lack of proper evaluation and control mechanisms and a relatively small program size (Ambroladze, 2012, p.25). 
The responsible agency for administering financing and implementation of employment policy in Georgia is the Ministry of Labour, Health and Social Affairs (MoLHSA), created in 1995 after the merger of three different ministries. However, the department implementing the employment policy there was abolished in 2005 and has been created again only in 2013. Recently some functions, particularly related to exchange of information about labour market between different Georgian agencies and managing of labour market information have been delegated from the MoLHSA to the Ministry of Economy and Sustainable Development.  The unit dealing with “Labour Market Information System (LMIS)” web portal was moved in 2017 to the Ministry of Economy.[footnoteRef:12]  [12:  See the LMIS web portal, http://www.lmis.gov.ge/Lmis/Lmis.Portal.Web/Default.aspx] 

The Labour and Employment Policy Department, created in 2014 within the MoLHSA: The Labour and Employment Policy Department, created in 2014, has the mandate to develop national employment and labour market policies. Youth has been one of the initial target groups for its policies. The staff of this department has been receiving the EU-funded technical support for improving its policies during 2014-2018 period. The department recently developed a one-stop-shop integrated public web-portal “Labour Market Information System (LMIS)” which ultimately will provide updated information on labour market trends, career guidance and occupational profiles.
Efforts to improve a situation with labour market management are still at the very initial stages in Georgia, the efforts of the past years have resulted in the development of several crucial policy documents the State Strategy for the Formation of the Georgian Labour Market 2015-2018 and its Action Plan, followed by the State Strategy on Developing the Labour Market Information System (LMIS) 2015-2018 and Action Plan; the Strategy of Developing Publicly Available Lifelong Vocational Counselling and Career Planning 2015-2017 and Action Plan; the State Programme of Development of Employment Promotion Services 2015-2018 and Action Plan; the Active Labour Market Policy (ALMP) Strategy 2016-2018 and Action Plan.
The State Employment Agency was created in 2006 but already dissolved one year later. The Employment Support Services (ESS), created in 2014 within the Social Services Agency (SSA) was aimed to function as public employment services of the country, it was made responsible to register job-seekers and vacancies, provide employment services, and implement active labour market programmes (ALMP). The main ALMPs introduced so far have been training and retraining programmes for the unemployed, employment support programmes for vulnerable and less competitive groups; internships at private companies for the unemployed, job subsidization for vulnerable job seekers, as well as job fairs in different regions, vocational counselling and career guidance. The ESS staff benefited from the EU-funded twinning project, which was completed in the first quarter of 2017. 
The Programme for Employment Support Services Development and associated action plan for 2015–2018[footnoteRef:13] defines the employment support services to be provided by the Social Service Agency, including job counselling and placement services, ALMPs and labour market intelligence. The agency has launched a job portal called WorkNet (www.worknet.gov.ge) to register jobseekers and job vacancies. Jobseekers can now access and register online, but the components on vacancies and education and training opportunities have not yet been activated. Automatic job matching between jobseekers and employers will be possible through the website, but there is, as yet, no tracking of online matches nor any analysis of existing registers (ETF, 2017, p.9). [13:  Ministerial Order, December 2014: http://moh.gov.ge/uploads/files/oldMoh/01_GEO/Shroma/kanonmdebloba/1.pdf] 

There are some private employment agencies, which deal mainly with organizing of labour migration abroad. Georgian Ministry of Internally Displaced Persons from Occupied territories, Accommodation and Refugees implements a program on supporting reintegration of the returned Georgian migrants[footnoteRef:14], which includes retraining of migrants and funding of micro business projects activities among them. Some international organizations also have similar type of programs implementing for specific groups of population - as, IDP, women-entrepreneurs, persons with disables etc. [14:  http://mra.gov.ge/eng/static/8769 ] 

Some online job-platforms, existing in Georgia since long time (www.jobs.ge, www.hr.ge, www.hr.gov.ge) help job seekers to find a job, but a range of available vacancies there are limited and as data shows majority of job seekers in Georgia find a job using informal contacts. 
According to study implemented by CRRC in 2013, the useful connections considered to be among two (alongside with education) most important factors for getting a good job in a country where unemployment is widely considered[footnoteRef:15]. As a lot of Georgians tend to look for a job using informal ways, it is not surprising that job interviews are not common in Georgia. According to study conducted in 2014 by the Center for Social Sciences of Tbilisi State University, 44 percent of Georgians use their family, friends and acquaintances to find a job, and almost 2/3 of those, who rely on their social network in job search, get employed. Only half of the 1364 persons- formally or informally employed individuals from various parts of the country- participated in job interview. But if someone is to be interviewed for a job, it is highly possible that they will be asked personal questions not related to their career. Over 65 percent of all respondents, men and women were asked during an interview about their marital status, and 40 percent of them were asked about the number of children. Such questions can lead to a discriminatory treatment, because, having a family can be seen as an advantage for a man and as a disadvantage for a woman (Popovaite, 2015). [15:  http://crrc-caucasus.blogspot.com/2015/06/connections-or-education-on-most.html] 

The representative survey of enterprises just recently conducted by the Georgian Ministry of Labour, Health and Social Affairs (MLHSA), has also revealed that a key source for finding of staff for local employers are these informal connections: this was mentioned by the 60% of interviewed during the survey (MLHSA, 2015, p.26). Employers also contribute to the problems of youth unemployment as a rule they are seeking for experienced employees; so new arrivals have problems with the finding of appropriate jobs in Georgia.
The country’s Socio-economic Development Strategy “Georgia 2020”, which sets out an overall policy framework for employment and the labour market, recognises the need to improve labour market functioning. It defines several activities to be carried out to institutionalise labour market research, develop labour market intelligence, ensure effective communication between employers and jobseekers, develop public and private job mediation services, create a system for retraining unemployed individuals and jobseekers, and launch programmes to promote self-employment and entrepreneurial activities. Moreover, the EU–Georgia Association Agreement including the Deep and Comprehensive Free Trade Area signed in 2014 requires labour and employment legislation to be adapted to European standards (for example, on decent work, employment policy, ALMPs, health and safety at work, social dialogue, social protection, social inclusion of people with disabilities and from minority groups, gender equality and antidiscrimination laws) (ETF, 2017, p.8).

[bookmark: _Toc512826750]Developments in skill mismatch 
Lack of proper public institutions has been created significant obstacles for effective management of Georgian labour market. Recently some functions, particularly related to exchange of information about labour market between different Georgian agencies and managing of labour market information have been delegated from the MoLHSA to the Ministry of Economy and Sustainable Development. 
Comprehensive research on labour market mismatch in Georgia has been initiated by the International Organization of Migration Georgia in 2007. The latest survey of 2010 has demonstrated that even in conditions of mass unemployment, most employers in Georgia have difficulties recruiting personnel of required occupations and qualifications: 34% of entrepreneurs encounter problems recruiting required personnel; 54% of hard-to-recruit personnel are skilled workers, 31% are higher education specialists, and 2% are non-skilled workers; 13% of employers encounter difficulties recruiting both working staff, and specialists with higher education. (USAID and IOM, 2010, p.37). 
A survey in Georgia on demands of employers on labour force has revealed more than  6000 job vacancies in 960 reported organizations (MLHSA, 2015, p. 17)[footnoteRef:16]. The main reason of shortage in labour within specific positions is the lack of workforce skills qualifications, lack of applicants and low salaries. The low qualification of job seekers/employees in many cases leads to the necessity of seeking for the foreign workforce. According to the survey, a shortage can be identified for the following positions: accountants, teachers, special field practicing physicians/specialists, waiters, cleaning personnel and equivalent. This also includes sales and marketing managers, sheet metal workers, data accounting clerks, directors and executive officers, skilled workers for the industrial sector (Ibid, p.16). [16:  The practice of investigating companies needs continued in 2017. Ministry of Economy and Sustainable Development (MoESD) conducted a nationwide Establishment Skills Survey with over 6000 companies (on all sectors).  Results are available at http://www.lmis.gov.ge/Lmis/Lmis.Portal.Web/Pages/User/Surveys.aspx?ID=7a09257c-ac3c-4860-a7b0-b8fb3922405f] 

A qualitative component of this survey confirmed that employers have difficulties to find workers with proper professional skills in number of positions, such as marketing manager, sales manager, food technologist, project manager, financier, and risk analyst – professions, which permanently are vacant in respondent organizations. 
Some experts suggest that imbalances between supply and demand of workforce in the Georgian labour market is caused by the structural unemployment that predominates in Georgia, however, there is friction unemployment as well, which gradually transforms into structural unemployment (Paichadze et.al, 2016, p.100).
A skills mismatch occurs when the supply of skills does not match the demand for skills. Specifically, when the skills possessed by workers differ from the skills required by employers. There are currently no direct measures of the demand for and supply of skills available for Georgia. Education and occupation are usually used as proxies for skills. Recently research in this area has been conducted in Georgia by the World Bank. By comparing the structure of jobs by education and occupation with that of the labour force it has found a discrepancy between the traditional employment structure in Georgia, which is indicative of limited demand for highly skilled labour, and a large supply of workers with tertiary education. But the modern sector of the Georgian economy is too small to absorb all the workers with tertiary education and, as a consequence, many highly educated workers are unemployed or employed in low skilled jobs. As a result, returns to higher education are limited. At the same time, many workers with higher education diplomas seem to lack some important employability skills. Despite high unemployment, employers often cannot find workers with the required skills. Thus, overeducation (also known as a vertical mismatch) seems to correspond with underskilling, or a skills gap (WB, 2013, p.15)
The traditional employment structure in Georgia limits the demand for highly educated workers while it has a large supply of highly educated workers. At 31 percent, the percentage of workers with tertiary education is high, not only for middle-income countries like Georgia, but also for high-income European countries. Only 9 percent of workers have less than secondary education, implying that the bulk of workforce have secondary education. High educated workers are concentrated in urban areas with every second worker having a higher education diploma. Even in rural areas, one worker in six has a tertiary education. There is clearly a mismatch between the demand for highly educated workers and their supply. Given Georgia’s industrial structure, relatively few jobs require higher education there. The demand for college graduates in agriculture or trade – the two largest industries in Georgia – is also limited. At the same time, not enough workers with vocational training exist to fill the large proportion of jobs that would require vocational skills. Currently, workers with tertiary education fill many jobs requiring vocational skills (Ibid, p.19).
Above mentioned research suggests also that highly educated workers do not have the specific skills needed in the labour market. There is a large pool of jobless workers with tertiary and secondary education, which could suggest that employers should not have problems finding workers with skills to perform necessary labour. However, many Georgian employers complain that hiring workers with required skills is difficult. Some data on this topic is presented in the analysis above. The 2008 EBRD-World Bank Business Environment and Enterprise Performance Survey (BEEPS) shows that close to 30 percent of Georgian employers see inadequate workforce skills as a major obstacle to the operation and growth of their firms. Thus, despite a large supply of highly educated workers, skills are a major constraint; innovative and growing firms suffer from skill shortages the most.
Overqualification is common in Georgia. Several assessments confirmed a high degree of qualifications and skills mismatch, noting the excess supply of higher qualification – over qualification. This is proven also by fact that share of workers with higher education in Georgia is higher than in many of higher-economies and OECD average. According to calculations made by ETF for 2015, 27.8% of Georgian youth (person aged 15-24) are not in education, employment and training (NEET) (ETF, 2015). This figure is two or three times higher than in most EU countries where the share of NEET rarely exceeds 15 percentage.
Hence, a large proportion of workers with tertiary education work in Georgia in occupations that do not require a tertiary degree and take less skilled jobs. Overqualification is a direct consequence of overeducation. Highly educated workers are compelled to take less skilled jobs because there are not enough jobs requiring high skills. Only one in two workers with a tertiary education works as a professional or a manager; the rest work in occupations that do not require a university diploma. Many highly educated workers are employed in agriculture (14 percent), as manual workers (10 percent) and as salespersons (10 percent). Looking at overqualification by type of employment, almost 30 percent of salespersons and 20 percent of unskilled workers have college/university diplomas (Ibid, p.21). These figures indicate that overqualification is a considerable problem in Georgia. A significant proportion of the workforce has invested in qualifications that are not needed and higher than those required in the jobs that they perform. 
Some research findings suggest that in Georgia only 60% of employed individuals having academic degree are employed in their specialties. Employment rate within their professions is higher in case of Master graduates (compared to Bachelors). Master’s level in this case acts as an instrument of professional reorientation and orientation on the market. The share of individuals employed within their profession, also differs significantly. The lowest indicator in these terms is in engineering (EPPM, 2013).
In general, a distinct feature of the Georgian labour market is the shortage of workers with technical skills. The Georgian Young Economists survey on the business environment in 2007–2008 revealed that there is a high demand for medium and top professional managers, with technical and skilled qualifications. The construction business lacks qualified skilled labour. A lot of people are represented on the supply side with the above-mentioned qualifications. Georgian businesses report difficulties in hiring and retaining skilled workers precisely because they use outdated technology or do not have the necessary scale to provide remuneration that would be competitive by international standards. In addition, workers probably do not possess the modern skills required for some specific positions. 
The World Competitiveness Report (2011–12) concluded that Georgia’s inadequately educated workforce represents a major obstacle for doing business in the country. This suggests that the VETs are ineffective at preparing professionals with the skills that meet current market needs. There are huge gaps between educational programs at VETs and labour market demands, largely because a comprehensive labour market analysis does not exist. (Labadze and Tukhashvili, 2012, p.22).
The Georgian education and training system is characterized by the lack of training in occupational skills, generating skill shortages. According to labour market studies conducted by IOM, 37% of employers in Georgia are dissatisfied with their new employees’ skills, but only one-fifth of them carry out the activities to improve their personnel skills. The dominant method of implementing training is on-the-job training, reported by 64% of those employers that are committed to improving their staff skills (IOM, 2011, p.29).
The VET in contrast to general education system should generate industry-specific and firm-specific skills and knowledge. The VET system in Georgia is extremely small. Out of 554 000 students from grades 1-12, 16 454 students are enrolled in all types of VET programmes in 2016. This number of VET students is 3% of all general education students enrolled in 2016 (from 1st to 12th grades). If taken only the number of upper secondary students, however, the VET enrolment share reaches to 10% (ETF, 2018) 
According to research implemented by GTZ, the main shortcomings of the VET system in Georgia can be classified in two categories: firstly, occupations involving technical skills are not well covered by the VET system. Secondly, the existing VET programs do not match the needs of the business sector as business does not engage in the system (GTZ, 2010). Labour market surveys conducted by GTZ have found that several branches of the industries require skills for occupations that are not taught at Georgian VET centres.
Studies show that the attitudes of the population and stakeholders towards vocational education are becoming positiver (a trend that is also reflected in the increased enrolment of young people in VET schools), although this is a slow process (UNDP, 2015). The main challenge is not a lack of positive attitudes towards VET, but the fact that VET is considered a second-rate alternative to higher or general education. Today VET is still affected by the stigma and negative attitudes from Soviet times. VET is perceived as qualifying students for low-status, manual and poorly paid jobs. In addition, students and stakeholders are hindered by ‘dead-ends’, which create barriers for graduates wishing to progress to the upper levels of education. This issue has been addressed in the New Law on VET, but it has not yet been approved and still needs to be put in force. 
In spite of the implementation of numerous measures to reduce the imbalance between supply and demand, the quality of VET still needs improvement. Studies from 2015 (UNDP, 2016) once again reveal the need for the further development of skills of graduates and the quality assurance of professional qualifications.
The available data in 2015 shows that VET graduates in Georgia performed slightly better in the labour market than university graduates. The unemployment rate for university graduates was higher (14.4%) than that of VET graduates (11%) in 2015. Conversely, among young people (aged 15–24), the highest unemployment rate is experienced by young VET graduates (36%) and secondary education graduates (33%), compared to young university graduates (30.8%). Since 2016, however, the difference between the VET and university graduates disappeared (ETF, 2018). The analysis shows that young people (and especially girls) face obstacles while transitioning to the labour market. This includes inflation of qualifications, lack of trust of employers towards vocational qualifications, preference for the higher levels of educational attainment, requirements for work experience that few young people can meet, and the mismatch of skills between supply and demand. In spite of the high level of unemployment, employers find it difficult to find the personnel they require (ETF, 2016, p.5).
In 2015 tracer study 57% of VET graduates pointed out that there was lack of relevance between the VET profession and their employment while 32.2% point out about correspondence and 7% about partial correspondence.

[bookmark: _Toc512826751]Data situation
Labour market analysis is based on good and available data. A review of the data situation to allow the analysis of skill mismatch is presented here. For Georgia two monitoring systems exist: 
1) the Education Management Information System (EMIS) is provided by the Ministry of Education and Science (MoES); 
2) the Labour Market Information System (LMIS) is a web portal to provide updated information on labour market and education issues in the country (MoLHSA 2016a) The portal was launched in 2016 by the Ministry of Labour, Health and Social Affairs (MoLHSA), but since July 2017 the function of LMIS maintenance and update was transferred from the MoLHSA to the Ministry of Economy and Sustainable Development (MoESD) (ETF, 2018). 
The Ministry of Education and Sciences (MoES) has evolved comprehensive institutional arrangements for the management and implementation of vocational education and training, and has acquired substantial experience in elaborating and monitoring VET policy. Within the MoES, the VET Development Department is responsible for the definition, coordination and management of VET policy. The Department comprises three Divisions (Policy, Monitoring and Social Partnership). There are six agencies subordinate to the MoES, National Centre for Educational Quality Enhancement (NCEQE), National Teacher Professional Development Centre (NTPDC), Educational and Scientific Infrastructure Development Agency (ESIDA), Education Management Information System (EMIS), Office of Resource Officers in Educational Institutions (OROEI), and National Assessment and Evaluation Centre (NAEC), which contribute to the overall design, management and implementation of VET policy.
LMIS IT System was envisaged as “One Stop Shop” public web portal that includes up-to-date information about: Labour Market Conditions in Georgia; Occupational profiles and outlook; Career guidance information. LMIS is a mechanism to handle collection, procession, analysis and dissemination of the labour market information to jobseekers, students, employers, policy-makers and other stakeholders. It provides information on employability, trends in industrial sectors, career prospects & etc; improving information flow; Supports policy makers in analysis and decision-making process. With a databank of 78 variables within 6 categories on education, labour, economy, agriculture, youth, etc. it is designed as a mechanism to handle collection, processing, analysis and dissemination of labour market information to jobseekers, students, employers, policy-makers. In 2017, this department has transferred to the MoESD with a government decision, but its expected aim of helping citizens, including youth, students and job seekers, remains the same. It ultimately will provide updated information on labour market trends, career guidance and occupational profiles.[footnoteRef:17].  [17:  See http://labour.gov.ge/molhsa/lmis/lmis.portal.web/default.aspx] 

Note that for the skill mismatch indicators of the subsequent paragraph only those data sources were used that were made available and that is collected on a regular basis to allow is use in labour market information systems. An additional requirement was that the basic indicators should be calculated across many different ETF partner countries. We thus rely heavily on the labour force survey conducted and published by the National Office of Statistics of Georgia (Geostat). 
Several data-sources relevant for statistical analysis on education and labour market dynamics exist at national level in Georgia. All of them have own deficiencies and limitations in regard to skills mismatch measures’ assessments. Despite the national Labour Force Survey (LFS) is found to be the most comprehensive data-source for calculation of skill mismatch indicators at the national level, each of information sources presented below, however, provides us with some information characterizing outcomes of functioning of institutional settings on education and labour market in Georgia.

[bookmark: _Toc512826752]Labour Force Survey
According to the methodology on skill mismatch measures provided by ETF the most comprehensive data-source for calculation of skill mismatch indicators is the national Labour Force Survey (LFS). LFS in Georgia until recently (2016) was a part of Integrated Household Survey (IHS) that has been settled in Georgia by the national statistical office (Geostat) since mid-1990s. This quarterly survey is nationally representative, and it comprises approximately 3400 households from all over Georgia except the territories not controlled by Georgian government.
In 2010-2011 in frame of Millennium Challenge Georgia Programme that supported Geostat in producing of more comprehensive national statistics the IHS used a bigger sample size (about 6000 households), but the content of labour force statistics in that time remained the same. 
In LFS all persons in age 15 and above living in household are interviewed, except those family members who at the moment of an interview:

1. Lived outside the household for more than 12 months;
2. Lived at a military base;
3. Stayed in prisons, psychiatric clinics, retirement homes and other types of specialized institutions.
All datasets up to 2016 are available and accessible online at the Geostat website. Since 2017 a new separate LFS started in Georgia with a revised questionnaires and bigger sample size (around 6000 households). Quarterly data is not published by Geostat and the first data for 2017 would be available for June 15 of 2018. This new LFS’ results will be presented in SPSS program[footnoteRef:18] and it will insure that sample size and design is comprehensive enough for publishing of official statistics on employment by occupation and branch of activity (industries), while currently Geostat release only statistics on distribution of Georgian population aged 15 and older by age groups, administrative regions and economic status and on distribution of employed in Georgia by institutional sector (public vs. non-public).   [18: All available time-series are presented in PC-AXIS] 

According to the country specifics and recommendations provided by the UN’s International Labour Organization (ILO), the upper age limit is not defined, as the rate of economic activity for the Georgian population in the post-retirement age is high. The following criteria and explanations used by the Geostat are based on the ILO methodology[footnoteRef:19]: [19: “Labour Force Statistics”- basic definitions: http://www.geostat.ge/index.php?action=page&p_id=143&lang=eng] 

Economically active – is a person at the age of 15 or above who works or offers his/her labour for production of the services or products, that fall within the frame of domestic product as determined in the national accounts system of United Nations (UN). 
Employed (hired or self-employed) – is a person at the age of 15 or above who worked 7 days prior to the interview process (for at least one hour) to generate income (salary, profit or other compensation in kind), or helped other household members for free, or was formally considered employed but for some reason did not attend the work.
Unemployed – a person at the age of 15 or above, who was not employed (even for one hour) 7 days prior to the interview process, was looking for a job for the last 4 weeks and was ready to start working within the next 2 weeks. 
Economically inactive – is a person at the age of 15 or above, who was not employed (for at least one hour) 7 days prior to interview process and did not look for a job within previous 4 weeks. Also, a person who was looking for a job within previous 4 weeks, but was not prepared to start the work within the next 2 weeks.
As it was mentioned above Geostat does not publish data on distribution of employed in Georgia by educational level. However, LFS microdata available on web-site includes variable on education, but only by aggregated educational levels of ISCED. For coding of detailed professions ISCO-national classificatory is used in Georgia. Some variable in LFS, as job tenure (employment duration) or company size data is available only for waged employment. Variable on age is presented in data-set by 5-years age groups. 
Concerning mismatch related variables, data corresponding to underutilisation of qualifications and skill obsolescence is not part of the Georgian LFS. 
[bookmark: _Toc512826753]Other regular data collections
The Georgian population censuses (conducted in 2002 and 2014) collects data on educational level of the population. It includes questions on the process of education for all household member, including the highest level of completed education (for each person aged 10 or more years). During the Georgian censuses employment data on all persons aged 15 and older  is collected that includes: (1) status of economic activity (since 2014 applying the same definition as in LFS: employment during last week; seeking for job during past 4 weeks and readiness to start a work  within 2 weeks);  (2) employment status of person (hired employee, self-employed, employer etc.); and (3) some details on person’s labour activity: title of organization/enterprise, type of goods or services produced there and person’s job position or short description of what is he/she doing at the work. For analysis of specifics of labour activity of population data on main source of livelihood recorded for each household member aged 15 years also might be used. 
Other surveys
The first nationally representative survey in Georgia on demands of employers on labour force has been conducted by the Georgian Ministry on labour, Health and Social Affairs in 2015. In this survey the demand by occupations and the expectations of the future development is surveyed. Also some mismatch related indicators are surveyed. The most common problems employers face is the lack of necessary skills, which is also the main explanatory factor to hire foreign workers, which is in four out of ten the cases related to the lack of necessary skills among the Georgian labour force (cf. MLHSA, 2015; Rutowski, 2015). As mentioned above, the Georgian authorities continued the practice of investigating the skills needs of companies. MoESD conducted, in 2017, a nationwide Establishment Skills Survey with over 6000 companies, covering all sectors[footnoteRef:20].  [20:  http://www.lmis.gov.ge/Lmis/Lmis.Portal.Web/Pages/User/Surveys.aspx?ID=7a09257c-ac3c-4860-a7b0-b8fb3922405f] 

The topic of transition from education to work has been explored as well. Data on nationally representative survey on 2000 youths (18-35 y.o.) conducted by the Georgian Centre of Population Research in frame of international project “Opportunities and Barriers at the Transition from Education to Work. A Comparative Youth Study in Azerbaijan, Georgia and Tajikistan” (TEW-CCA) financed by Volkswagen foundation might be used upon release of access to micro-data[footnoteRef:21].    [21:  Microdata is not accessible yet outside the TEW-CCA project team] 

There are no structural tracer studies in Georgia available for higher education institution graduates, but during the fall of 2014 the first round of tracer study for public VET graduates was launched by the VET Department of the Georgian Ministry of Education and Science for the 2881 of graduates in the academic year 2012/2013 from the public VET schools (Ministry of Education and Science, 2015). Those who were registered in the EMIS database. In tracer Study of 2016 were interviewed 302 out of 415 graduates of public VET institutions (Gamkrelidze, 2016). The study was based on standardised questionnaires administered in the course of phone interviews (structured questionnaire, uploaded on the web page: poll.vet.ge). The core questions are split into nine modules dedicated to several groups of respondents depending on their current status as follows: (a) Studying at higher educational institution, (b) Studying in VET institution, (c) Working, (d)Started own business, (e) Involved in family business, (f) Intern, (g) Unemployed, (h) Back to school and (i) Other.
The World Bank (2014) STEP survey with data for 2013 shows significant qualitative skill mismatches in many dimensions of the skill spectrum (language, technical skills, leadership). However, this has so far been only a singular assessment of the situation. UNICEFs Youth survey (2013) provides some data on the experience of youth on education and the labour market. 
All these assessments of the labour market especially in the school-to-work transition are important steps in finding aspects of skill mismatch and improvements necessary for the Georgian education system and the labour market. They do not, yet, provide a structural and repeated assessment of the situation which would allow for specific mismatch indicators based on such a survey. 
[bookmark: _Toc512826754]Administrative data
Administrative data on business registers exists and have been used to draw representative samples of the demand surveys by the ministries. They contain information on the organisation with respect to the location, economic activity code, size indication and the ownership. 
A registration of job seekers has to be done within the Worknet-portal - the national register of the job seekers (www.worknet.gov.ge). The stock of posted vacancies can be accessed online, however it is not processed for statistical purposes. In 2016, SSA/ESS managed to register 70,123 job seekers, 4727 job vacancies in Worknet portal and made 670 job placements in total. 
[bookmark: _Toc512826755]Overall assessment of the data situation
Overall, the Georgian data situation can be considered to be good. The LFS seems to be fairly reliable and is able to provide the data necessary for key labour market statistics as well as most of the basic indicators of skill mismatch. It allows to disentangle the indicators by various groupings and in different dimensions. Inclusion of specific mismatch variables to directly identify skill usage, over-, or undereducation would – of course – simplify providing additional indicators. 
In Georgia, a wealth of additional data is available. Most of the additional data is based on projects that have not yet lead to the regular or structural collection of comparable data over time. There seem to be some developments, however, to provide some of the incidental data on a more regular level (tracer studies). This would be especially fruitful as the indicators of the next part of the report point towards mismatches and problems of the school-to-work transition which would be best analysed using specific data-collections targeting this process and the underlying reasons. 
While some information on demand and vacancies exist based on surveys among employers, a more structural and encompassing collection of vacancy data would help in bringing together information on supply, based on the existing data collections, and demand as identified by surveys of vacancies. Administrative data on vacancies might partly fill this gap, however in order to allow its full use, the element of the specific elements of the demand in terms of skills should be collected. Additionally, great care should be taken in cleaning administrative registers of vacancies to ensure that only those vacancies that are still open are registered in the system. 
In this report the data that was mainly used is LFS based. Additional data sources are used to extend some of the analysis in order to deepen, extend or confirm the insights from the indicators. 

[bookmark: _Toc512826756]Interpretation and discussion of indicators of skill mismatch
While labour market imbalances in general refer to a difference between demand and supply, mismatch concentrates on certain aspects of demand / supply imbalances, specifically a mismatch on skills or qualifications between demand and supply. Skill mismatch can occur even when the total supply suffices to meet total demand in total numbers, but not in skills or qualifications. The dimension of skill mismatch on the micro level a matter of level, thus the skills are within the correct field of a specific task or occupation, but the level of the skill is lower than what would usually be required for the specific occupation or task. This is usually referred to as vertical mismatch, or over- and undereducation and/or over- and underskilling. Horizontal mismatch occurs when the level of the qualification is sufficient, but the type or field of qualification does not adequately match. The more detailed job requirements can be measured in terms of skills or qualifications, the more likely it is that one finds (some) horizontal mismatch. The corollary is also that the less detailed data is, the less likely it is to identify horizontal mismatch, even if it exists. 
The body of knowledge and recommendations summed-up in the ETF methodological note, as well as other important studies carried out on the skills mismatch by JRC (2014), Cedefop (2015) the European Commission (2015), and Eurostat (2016) represent the essential conceptual and methodological starting point for this country study. 
Table 1	Mismatch indicators Georgia – Definitions and Interpretation 
	Indicator
	Definition
	Purpose
	Data source(s)
	Interpretation

	Unemployment rate
	U / (E + U)
	Official unemployment rate. Often strict definition of unemployed (searching within the past 4 weeks)
	LFS
	Higher unemployment rates show a mismatch between demand & supply

	Unemployed / Employed ratio
	U/E
	Like the unemployment rate. Simpler to calculate. Provides a direct interpretation of the relation of the employed to unemployed. 
	LFS
	See above. Note also that the different groups might exhibit quite different ratios. 
Here youth U/E shows problems in school to work transition; old age U/E shows lack of relevant skills or institutional barriers to employment. 

	NEET
	IA/POP
	Examine the non-employment among youth in the school to work transition. 
	LFS
	Youth that is neither working (after education) or in education provides insights into the barrier to enter the labour market. Depending on age / education level this shows the lack of (acceptance) of skills from the education system. 

	Overeducation
	% with education level above required / identified level of education in occupation (group)
	Degree of mismatch by qualification level. 
	LFS; 
Skills surveys; 
	Higher percentages of overeducation (or an increase) reflects higher mismatch. 

	Undereducation 
	% with education level under required / identified level of education in occupation group
	Degree of mismatch by qualification level.
	LFS; 
Skills surveys; 
	Higher percentages of undereducation (or an increase) reflect higher mismatch. 

	Coefficient of Variation
	
	Comparison on differences in education level among employed to unemployed
	LFS
	Higher levels indicate higher incidence of skill mismatch 

	(relative) Wage rates 
	Various definitions. Mostly index of wages relative to base year (and relative to specific base level)
	Examines the overall level at a specific time, also the development over time. 
	LFS; Wage surveys; administrative (tax or social security) data
	Increasing (relative) wages usually indicate a higher (relative) demand for the specific group. I.e. an increase of the wages of higher educated relative to the intermediate educated reflect higher relative demand towards higher educated. 


Notes: POP stands for Population, U for Unemployed, IA for inactives. The population is, by definition, the sum of employed, unemployed and inactives (POP=U+E+IA), while the labour force is defined as unemployed plus employed (LF=U+E). 
In the following pages, the set of skills mismatch indicators is discussed, using existing data and providing interpretation in line with country’s context.
1. Indicators of Skill Mismatch: Unemployment rate and Unemployed / Employed ratios

The unemployment rate calculates the rate of unemployed relative to the population that is active on the labour market, the sum of employed and unemployed. Higher rates show an increasing mismatch between supply and demand. Related to this are the Unemployed to Employed ratios which provide a placid way to express the magnitude of the unemployed. A ratio of 0.1 implies that for each unemployed there are 10 employed persons, while 1 implies a one-on-one relation. 
As has been presented in the earlier chapters, the general unemployment rates in Georgia have been decreasing since 2009. This corresponds to the general picture presented in Figure 2, where unemployment rates are disaggregated by age groups. Using additional dimensions like age groups, education level or gender allows for a deeper understanding on the differential impact of unemployment across these various groups. 
In Georgia, very high levels of unemployment can be found among the young, i.e. the age groups covering 15-29 years. These age groups are in the apparently difficult process of transiting from education to the labour market. For the calculation of unemployment only the population (active) on the labour market is taken into account. This has two implications for the younger age groups: on one hand there is a smaller base, active population available as there are many still in education thus not available for the labour market, and on the other hand the transition process between graduation and first employment can be difficult, though in terms of skills match it might be good to search somewhat for a good match between qualification obtained and occupation to be filled.  
Compared to 2011, unemployment rates in 2016 have decreased in all presented age groups, most significantly (almost on 25%) – among youths in age of 25-29. While the especially strong fluctuations in younger age groups might be considered as statistical artefact caused by the insufficient presence of respondents in the Georgian Labour Force Survey. In general labour force participation rates in Georgia are lower among youths compared to average national rates. 
[bookmark: _Toc497904293]Figure 2	Georgia: Unemployment rates by age group, 2011-2016
	


Source: Own calculations using LFS 2012-2016 
More detailed indicators composing a combination of employment’s variable with age and educational attainment of respondents[footnoteRef:22] (see Appendix) sometimes show us the misleading results due to the small cell size of the combined variables.[footnoteRef:23]  [22:  The same considerations are relevant to further Figures presenting ratios of different population’s sub-groups, as inactivity to employment, or non-worker to employment etc., as indicators calculated for category of population with no education are always very distinctive from those related to other educational levels]  [23:  For example, persons with no education should usually be excluded from the calculation of presented indicators, otherwise it might cause the false results. As it is mentioned in previous sections, education in Georgia is mandatory for all children aged 6–14 years and the country has a high (92%) rate of enrolment in upper secondary education; only 0.4% of youths in age 15-19 do not have any formal educational attainment and this figure stays on the same lowest levels for all Georgians until age of 60 (Data by the last Georgian population census of 2014; Data by population census of 2014: http://census.ge/en/results/census1/educationge)] 

The unemployed to employed ration (U/E ratio) is given in the Figures 3-6. They are in calculation very related to the unemployment rate, as they only differ in the denominator. Figures 3-5 provide the breakdown of this indicator by education for the young age groups (15-19, 20-24, and 25-29), while Figure 6 provides this same breakdown for the entire working age population. 
Taking Figure 3 as an example, we can see that the average U/E ratio in 2011 is 0.5, and rising to a peak of 0.76 in 2013 to then drop down to 0.46 in 2016. In this youngest age group only the education levels None, Low, and Medium are represented, the highest level can only be observed at a higher age. The main group pushing up the U/E ratio are the medium level education. This can be understood if we take into account that the bulge of the persons in this age group is still participating in education, and  as such not part of the statistic. They only enter the statistic when they are searching for jobs (unemployed) or working. 
Figure 4 shows that among the 20-24 year old the differences between the education level already diminishes, which is partly the result of a higher number of persons that are observed with the different education levels. All in all, figure 4 shows a rather stable U/E ratio over time, with the exception of the category “None”. The inclusion of not-educated in calculations might cause the problem of inconsistency of presented time-series over considered period, as for example in indicators for age 30-39 not-educated respondents are not included at all; the same is the case in age groups of 50-64 (with exception of year 2015). In the calculation of further indicators, we will usually exclude the education level “None” among the qualifications. 
Disregarding uneducated workers, we can conclude that the higher the educational level is in Georgia the higher is the unemployment to employment indicator, which support our previous findings that low skilled workers seem to be now in higher demand on the Georgian labour market. However, there are some exceptions: for example, in age groups of 20-24 and 25-29 this difference is not so obvious and sometimes a ratio is in favour of workers with medium educational attainment. This is in line with findings discussed above, that VET graduates in Georgia now perform slightly better in the labour market than university graduates: according to ETF, unemployment rate for university graduates was higher (14.4%) than that of VET graduates - 11% in 2015. This differences in integration to labour market among people with distinctive educational levels is diminishing with increase of age of respondents over the whole period under consideration. It is because of better employment’s outcomes for highly educated people in most recent period: in the age group where the most of employees are concentrated (30-49 years old) factor of education plays the fewer role in their employment opportunities- unemployment to employment indicator in last 3 years fluctuates only between 0.16 and 0.15 for respondents with either educational attainment. 

Figure 3	Georgia: Unemployment to employment-ratio by educational attainment levels, 2011-2016, age 15-19
	


Source: Own calculations using LFS 2012-2016 
Figure 4	Georgia: Unemployment to employment-ratio by educational attainment levels, 2011-2016, age 20-24
	


Source: Own calculations using LFS 2012-2016 

Figure 5	Georgia: Unemployment to employment-ratio by educational attainment levels, 2011-2016, age 25-29
	


Source: Own calculations using LFS 2012-2016 
Figure 6	Georgia: Unemployment to employment-ratio by educational attainment levels, 2011-2016, age 15-64
	


Source: Own calculations using LFS 2012-2016 
In interpreting this indicator, it is important to understand the specific Georgian context. LFS defines an unemployed as a person at the age of 15 or above, who was not employed (even for one hour) 7 days prior to the interview process, was looking for a job for the last 4 weeks and was ready to start working within the next two weeks[footnoteRef:24]. With this definition it is clear that within the traditional structure of Georgian economy with agriculture (mainly for subsistence) accounting for 46 percent of total and rural households consist of several generations of which one person, the land owner, is accounted as employer and others - as helping family members, chances to be identified as unemployed are higher for younger household members that usually are less likely to be engaged in agricultural work.  [24:  http://geostat.ge/cms/site_images/_files/english/methodology/labour%20force%20statistics%20Eng.pdf] 

Within urban areas of Georgia young proactive people are usually supported in Georgia by their parents.  Thus, they can be identified as unemployed as they are searching for a good job. But later when they are no longer supported by their parents, they must find employment and support their own families. They are thus more likely to accept any job, often informal, sometimes work that do not correspond to their education and skills. Thus, they are not considered by official statistics as unemployed - unemployment indicators in Georgia are diminishing with the increase of age of labour force.

[bookmark: _Toc512826757]Employment to population ratio: activity rate
Employment to population’s ratios presented at the Figure 7 show that age-related differences in labour market’s behaviour are significant in Georgia. First of all, the data shows a distinctively different participation of two neighbouring age groups: 20-24 and 25-29 years old: while in each ten persons of age 20-24 only four are employed, in age of 25-29 almost six person among each ten are employed. This is due to enrolment in education, as can be seen in taking into account next section’s NEET rates in these two age groups, which are very similar. 
People in age of 50-59 in Georgia have the highest employment to population’s ratios and share of employed is quite high even among more aged persons, the 60-74 years old. Reasons of this are related to the specific feature of Georgian labour market and methodology of accounting of employment status in LFS in this country - with half of self-employed, half of those employed in agriculture and plenty of helping family members without real earning considered not to be unemployed. In this regards it is important to note that retirement system in Georgia provides a universal coverage for all elderly people and is virtually complete: all citizens, stateless persons and foreign nationals residing in Georgia for the last 10 years who are over the retirement age (60 for women and 65 for men) are automatically entitled to old-age pensions without any contribution or means-testing requirements. Hence, all people of retirement age receive a basic pension in Georgia. The most important is that the status of pensioner does not makes any obstacles for employment opportunities of retired aside of those- hired in public sector, where less than 15% of total number of employed in Georgia are engaged[footnoteRef:25]. As a basic pension in Georgia is low and is even below an official subsistence minimum everybody who is able to, continue working after retirement or enrol in family business.    [25:  http://geostat.ge/index.php?action=page&p_id=146&lang=eng] 

Figure 8 provides the employment to population ratio for two groups of the population: those with VET training and those without. In essence, it shows the differences in successful labour market participation. Overall the VET qualification provide a consistently better ratio, i.e. higher employment rates for all available years. While the gap was 9.2 percentage points in 2011, this gap narrowed to 6 percentage points in 2016. Other indicators are needed in order to evaluate whether these dynamics implies increasingly better labour market conditions for the non-VET trained population due to supply or a demand effect.
Figure 7	Georgia: Employment to population- ratio by age group, 2011-2016
	


Source: Own calculations using LFS 2012-2016 


Figure 8	Georgia: Employment to population- ratio by type of education, 2011-2016
	


Source: Own calculations using LFS 2012-2016 

2. Indicator of Skill Mismatch: NEET

This methodology calculates the rate of young persons that is neither in employment, education or training. It thus calculates the rate of the young not actively participating on the labour market or being in education. The underlying reason presumed to be some form of mismatch, as those that are not in education are generally presumed to have finished their education and should find employment in some form. It combines thus non-participation and unemployment. 
The NEET rate of young persons in Georgia shows that the youngest category of 15-19 year olds shows, not unexpectedly, the lowest rate. In general, a low rate can be considered good, as the person is either in employment or preparing for it by being in education or training. 
The youngest group, 15-19-year olds, is likely not to have fully finished education yet, hence a large share is expected to be in education. Comparing with the previous indicators on participation, unemployment or the ratio of unemployed over employed, we know that while the share of unemployed seemed to have been high, it is of a relatively small share of the overall group. 
For the groups aged 20-24 and 25-29 years, the same cannot be said. Here the rates are high, fluctuating around 40% for the period 2012-2016. In the case of the 20-24-year olds, figure 2 showed that high unemployment rate, while the rate for the 25-29 year old was already significantly lower (by a distance of 10 percentage points). The high NEET rate must therefore be the result of a, potentially only temporary, withdrawal from the labour market. 
[bookmark: _Toc494972655][bookmark: _Toc497904297]Figure 9	Young persons (15-19, 20-24, 25-29) not in employment, education or training
	


Source: Own calculations using LFS 2012-2016 
Gender might be the explanation here:  females in Georgia stay longer outside of labour market due to family responsibilities, with childbearing taking place in Georgia around this age. Official statistics shows the high gender gap in employment rates between men and women in Georgia. Gender studies show that on the background of high levels of gender inequality in family life in Georgia. There is an obvious inequality in employment opportunities between Georgian men and women.
This happens not only because the women with children are not able to combine family responsibilities with a job, but also because married women in Georgia are not independent in making of decision concerning their choice to work or to stay at home. Generations and Gender Survey in Georgia found that while Georgian men can unilaterally decide how much time they could devote to a paid job, women more often take into account their partners’ opinion concerning this (Badurashvili et.al, 2011, p.21). 
Hence, women participate less in the labour market than men in Georgia: in a comparison of the population of men and women aged 15 and above, 78% of men are economically active in contrast to only 58% of women. Accordingly, the percentage of employed women in Georgia equals to 53% of the total female population, while the respective figure for men is 67% (Geostat, 2017).[footnoteRef:26] [26:  According to estimates performed by ETF, 27.8% of Georgian youths (person aged 15-24) are not in education, employment and training (NEET). This figure is two or three times higher than in most EU countries where the share of NEET rarely exceeds 15 percent (ETF, 2015). Figure 2 presents the NEET indicator for Georgia disintegrated by 3 age groups: 15-19, 20-24 and 25-29. 
] 




3. Indicator of Skill Mismatch: Variance of relative unemployment rates (by education)
This indicator shows how unemployment deviates within education levels from the average of the entire country.  The higher the value of the variance, the higher the level of mismatch. The methodology would also be applicable to sub-groups such as age, age and gender, and (previous) occupation. 
The variance of relative unemployment rates, as presented in Figure 10, allows us to compare the variation that exists in unemployment rates of specific education levels with the national average. A higher level indicates that there is a lot of deviations of these education levels, or in other words unemployment hits the various types of education very differently. The indicator is high in the years 2011 and 2012 with values of 0.13 and 0.14, while it drops down to much lower values, 0.05 in 2013 and even 0.02 in 2016. This allows us to conclude that on the background of positive trends in unemployment levels in Georgia that smoothly diminish during whole period of 2011-2016, an indicator on variance of relative unemployment rates vanishes the specific problems experiencing by the Georgian labour market during period of consideration - its heterogeneity across educational dimension, namely an overeducation of employees. It might be noted that in general we see the same positive pattern of presented time-series: according to the variance’s rates a skill mismatch level in Georgia is strongly decreasing, especially relative to the years 2011 and 2012.[footnoteRef:27] [27:  However including not-educated as a separate category would change this indicator. The non-educate dominate the variance as the unemployment rate of that very small category fluctuates a lot over the years (see Figure 19 in the Appendix). ] 

[bookmark: _Toc497904298]Figure 10	Variance of relative unemployment rates, age 15-64
	


Source: Own calculations using LFS 2012-2016 




4. Indicator of Skill Mismatch: Coefficient of Variation by Skills
The indicator compares the distribution of skills within different groups while correcting for the overall size of the underlying statistic. The difference in skill composition of employed to unemployed is expressed in just one number which measures the overall extent of mismatch. The higher the number, the greater the difference between the skills possessed by people employed in the labour market and the skills possessed by people wishing to enter the labour market. The extent to which the distributions are different can therefore be interpreted a measure of the ineffectiveness caused by the matching process of supply and demand of skills in the labour market. (ETF 2012: 6)
A slightly different approach to investigate the differential effect of unemployment on the various qualification levels is the coefficient of variation. Figures 11 to 13 present a coefficient of variation that reflects the difference between the skills possessed by unemployed in Georgia and the skills possessed by general population in labour age. 
While the CVAR seems relatively stable of the period 2011-2016, data for 2014 shows that the highest rates and correspondingly the greatest difference in skills between the qualification of the unemployed to the qualification mix of the population. 
[bookmark: _Toc497904299]Figure 11	CVAR of qualification composition, age 15-64
	


Source: Own calculations using LFS 2012-2016 
[bookmark: _GoBack]Figure 12 allows us to investigate the CVAR if we restrict the indicator to the specific age group. It allows to see whether the differences in qualification of unemployed to population persists in the same way across all age groups. Clearly this is not the case, as the younger age groups exhibit a much higher indicator, than those of the mid-aged population, while towards the end, the indicator is rising again. The low levels at mid-age indicate that the unemployed are – at that age – very similar to those that are in the overall working age population. At younger age, there are stronger differences between the unemployed, hence indicating that unemployment is related to education level, especially in those age groups. This confirms the partial picture that the unemployment rates and also the U/E indicator had given for these age groups. 
[bookmark: _Toc497904300]Figure 12	CVAR of qualification composition, 2014, by age groups
	


Source: Own calculations using LFS 2014
Figure 13	CVAR of qualification composition, 2011-2016 (15-64): VET vs. non-VET
	


[bookmark: _Toc497904294]Source: Own calculations using LFS 2012-2016 
Figure 13 is calculated slightly differently from the rest. It distinguishes qualification only in terms of VET and non-VET[footnoteRef:28] rather than the level. The idea being that we want to examine whether there are differences in unemployment experience for VET trained persons versus those that have followed other types of education.  [28:  Authors applied the following clustering for VET and non-VET categories: (a) non-VET includes persons who have graduated Upper secondary education (only persons who do not have/ did not give information on specific profession) and Higher professional program; (b) VET includes persons with Upper secondary education (only persons who have/ did give information on specific profession), Secondary professional program and Vocational program. ] 

The coefficient of variation, differentiating between VET and non-VET trained population in Figure 13 shows a slowly diminishing variation over time which implies that the better employment rates of VET trained are slowly decreasing, i.e. the variation goes down which implies that the two groups are becoming more equal in the degree to which they experience unemployment. This is mainly caused by lower unemployment levels of the non-VET trained population. 

5. Indicator of Skill Mismatch: Relative wages
This methodology compares the wages across education levels over time, either relative to a benchmark wage or indexed vis-à-vis a base year. It can usefully be plotted in a diagram, as it is then very easy to see how certain education levels are more or less well remunerated than others over time. An education level that is seen to attract a higher income than that achieved by people with other levels of education can thus be a sign that this level of education is in higher demand on the labour market.
Data presented in Figure 14, representing the development of wages from 2011 to 2016, shows an overall increase in wages of 65%, where high educated gain 51%, intermediate 66% and low educated 182% over the period 2011-2016. These data also show that the low educated workers in Georgia have increased their wages by more than the other categories which is a sign that this particular level of education has, relatively speaking, gained higher demand on the Georgian labour market. However, taking 2014 as a base, we should note that high educated have on average more than six times the income than low educated, intermediate level still has on average incomes that represent 2.5 times that of low educated, which represents the overall demand for skills. Thus, one interpretation for the gains of the lower educated would be that their wages follow the economic situation much more than those of intermediate and higher educated, thus they gain more now in the period of economic recuperation.
This might also be linked to the trends in the remuneration of workers engaged in different economic sectors: if we look at the official statistics on average monthly nominal earnings of employees in Georgia[footnoteRef:29], we could see that during 2014-2016 the most significant increase in wages of employees is observed in construction, manufacturing and hotel and restaurants businesses - sectors where low educated people in Georgia are widely engaged. Figure 15 illuminates the development and distribution of wages across the occupation groups, as identified by the first digit ISCO classification. Striking is also the low levels of income for the ‘Skilled agricultural and fishery workers’ which are likely to represent the strong influence of subsistence farming in Georgia. This group has less than half the income of elementary occupations. Allowing for the theoretical shortcut of equating income with productivity levels would imply that the employment in agricultural occupations is a poor use of skills. [29:  http://geostat.ge/index.php?action=page&p_id=149&lang=eng] 

Figure 14	Income Georgia (Index set to Low Education in 2014 = 100)
	


Source: Own calculations using LFS 2012-2016 

Figure 15	Georgia: Average income of persons employed by occupation (Elementary Occupations 2014 = 100)
	


Source: Own calculations using LFS 2012-2016 

6. Indicator of Skill Mismatch: Occupational mismatch
This method is based on comparisons of the ratio of people with a given education level (ISCED) working at an inappropriate skill level (measured by the International Standard Classification of Occupations – ISCO) to all workers within that ISCED level. 
Tables 2 and 3 present the indicators on occupational mismatch in Georgia for persons in age 15-59 not being in education.  For those with upper secondary education a corresponding indicator measures proportion of employed on elementary occupations (manual skills level) and for those with tertiary education- in semi-skilled occupations. In both cases this approach shows indications of skill mismatch. 
The higher the educational level of employed in Georgia, the higher is its mismatch with occupation of employees. This is in line with findings of previous studies of Georgia (for example STEP survey by World Bank): while only 8.5% of lower educated people are engaged in elementary occupations, more than one third (38.2%) of employed with tertiary education work on semi-skilled jobs. Prevalence of overqualification is higher for males than for females irrespective of their educational attainment.  Moreover, the gender gap in this indicator is higher for tertiary educated people.
[bookmark: _Toc497904302]Table 2	Occupational mismatch in Georgia: Persons not in education, medium level, 2012-2016 
	Gender
	Georgia

	
	Persons with upper secondary education working in elementary occupations, age 15-64

	
	% on all persons with upper secondary education (15-64)

	
	2012
	2013
	2014
	2015
	2016

	total
	8,3
	7,3
	6,9
	9,3
	8,5

	male
	10,6
	8,9
	7,8
	10,8
	9,6

	female
	5,4
	5,2
	5,6
	7,1
	7,0


Note: Occupational classification: ISCO 88; Compare http://www.oecd-ilibrary.org/education/education-at-a-glance-2010/education-and-occupational-mismatches-for-young-individuals-2003-2007_eag-2010-table175-en
Source: Own calculations using LFS 2012-2016
[bookmark: _Toc497904303]Table 3	Occupational mismatch in Georgia: Persons not in education, higher level, 2012-2016
	Gender
	Georgia

	
	Persons with tertiary education working in semi-skilled occupations, age 15-64

	
	% on all persons with tertiary education (15-64)

	
	2012
	2013
	2014
	2015
	2016

	total
	38,2
	37,3
	35,6
	36,5
	38,2

	male
	44,8
	46,8
	44,8
	43,9
	48,7

	female
	31,1
	27,6
	26,2
	28,8
	28,2


Note: Occupational classification: ISCO 88; Compare http://www.oecd-ilibrary.org/education/education-at-a-glance-2010/education-and-occupational-mismatches-for-young-individuals-2003-2007_eag-2010-table175-en
Source: Own calculations using LFS 2012-2016 
7. Indicator of Skill Mismatch: Overeducation
This method can be used in cases where data sets do not include specific questions on over-education or over-skilling; it is nevertheless quite a simplistic measurement and must be interpreted as a proxy. The empirical method is a purely statistical measure where the distribution of education is calculated for each occupation; over-education is defined as existing when the level of education is more than one standard deviation above the mean (Bauer, 2002) or above the mode (Mendes de Oliveira et al., 2000) for the education level for a given occupation. The educational mean and/or mode for each occupation is thus assumed to be a match for that occupation, but this may very well be a false assumption. In theory everybody employed in a given occupation could be mismatched.” (ETF 2012: 12) The distribution of education is calculated for each occupation; over-education is defined as existing when the level of education is more than one standard deviation above the mean. Model calculation (level of education measured by national classification of education)
Overqualification in Georgia is a direct consequence of overeducation. This follows from data presented in Table 4 providing the proportion of employed that is overeducated using the empirical method. The table shows that highest incidence of overskilling in Georgia is observed among semi-skilled professions (clerks, service and sales workers, operators and technicians). This is because a large proportion of workers with tertiary education works in Georgia in occupations that do not require a tertiary degree and take less skilled jobs. Highly educated workers are compelled to take less skilled jobs as there are not enough jobs in Georgia requiring high skills. Some studies show that only one in two workers with a tertiary education works as a professional or a manager; the rest work in occupations that do not require a university diploma (ETF, 2015, p.21). 
[bookmark: _Toc497904304][bookmark: _Toc494972660]At the same time the degree of undereducation in occupations following the empirical method, presented in Table 5, shows that undereducation also takes place among above mentioned occupations. Irrespective of methodological difficulties to identify over- and undereducation with the empirical method precisely enough, some reasonable economic explanation for these findings also might be given in the case of Georgia: due to a lack of VET institutions providing comprehensive teaching curricula for technicians and associate professionals, especially in specific industries, there might sometimes be a case of undereducation for some semi-skilled jobs’ positions including those of qualified clerks. The distinct feature of the Georgian labour market is the shortage of workers with technical skills: the labour market surveys conducted by GTZ have identified a number of industries demanding the occupations that are not provided by Georgian VET centres (see above).
Table 4	Empirical method (Georgia): Over-education by occupation (age 15-64), 2011-2016
	ISCO 88
	2011
	2012
	2013
	2014
	2015
	2016

	01 Legislators, senior officials and managers
	0,5
	0,5
	0,5
	0,7
	3,3
	1,7

	02 Professionals
	2,1
	1,6
	1,0
	0,9
	1,2
	1,4

	03 Technicians and associate professionals
	41,6
	38,8
	40,2
	38,0
	39,3
	0,0

	04 Clerks
	0,0
	0,0
	32,1
	38,4
	0,0
	0,0

	05 Service workers and shop and market sales workers
	26,6
	27,8
	29,3
	27,4
	27,6
	30,0

	06 Skilled agricultural and fishery workers
	9,3
	9,8
	10,4
	10,0
	9,2
	11,2

	07 Craft and related trades workers
	18,2
	17,6
	15,5
	14,3
	15,8
	15,8

	08 Plant and machine operators and assemblers
	16,5
	19,3
	18,8
	19,6
	25,9
	24,1

	09 Elementary occupations
	19,1
	20,1
	18,8
	18,4
	15,0
	17,5


[bookmark: _Toc497904305][bookmark: _Toc494972661]Source: Own calculations using LFS 2012-2016 
Table 5	Empirical method (Georgia): Under-education by occupation (age 15-64), 2011-2016
	ISCO 88
	2011
	2012
	2013
	2014
	2015
	2016

	01 Legislators, senior officials and managers
	18,0
	17,6
	16,7
	16,6
	11,9
	9,5

	02 Professionals
	4,0
	14,0
	12,1
	4,2
	3,1
	3,2

	03 Technicians and associate professionals
	9,5
	12,8
	14,4
	16,2
	15,0
	12,9

	04 Clerks
	16,3
	19,6
	16,0
	26,3
	21,1
	23,7

	05 Service workers and shop and market sales workers
	1,3
	1,2
	2,2
	1,9
	2,2
	1,8

	06 Skilled agricultural and fishery workers
	3,9
	3,0
	9,5
	9,3
	8,5
	8,0

	07 Craft and related trades workers
	3,5
	3,3
	2,6
	3,2
	2,4
	3,5

	08 Plant and machine operators and assemblers
	0,9
	0,0
	2,5
	1,6
	1,6
	1,9

	09 Elementary occupations
	5,6
	8,3
	6,5
	6,5
	7,4
	6,7


Source: Own calculations using LFS 2012-2016 
Skills mismatch is an important issue on Georgian labour market. Several other studies support these findings. For example, the Georgian Labour Market Demand Survey commissioned by MoLHSA in 2015 asked the companies to report difficulties in hiring of personnel in order to evaluate the underlying reasons. 72.5% of the companies mentioned that applicants have lack of necessary skills; 42.9% of companies employing foreigners explained the use of foreigners by a lack of domestic workers with required skills (see Table 6). Despite relatively high formal education levels in Georgia, a personal performance and professional skills’ gap is rather pronounced problem in Georgia. General education of workers is one of the main problems in the assessment of the Georgian labour market of the STEP survey in 2012. Finding of workers with previous experience was identified as a most severe problem by 354 companies interviewed during this survey and technical and vocational training was placed on the second place among the experienced problems by companies.




[bookmark: _Toc494972662][bookmark: _Toc497904306]Table 6	Mismatch-related indicators from the Georgian Labour Market Demand Survey
	 
	 
	share on companies (weighted)

	Companies employing foreigners
	1,6

	 
	of these: because there are no domestic workers with required skills
	42,9

	Companies reporting skill shortage
	3,9

	Companies reporting difficulties in hiring
	4,1

	 
	of these: few applicants
	14,1

	 
	of these: applicants' lack of skills
	72,5

	 
	of these: wage disagreements
	8,4

	 
	of these: disagreements on working conditions
	3,4


Source: Georgian Labour Market Demand Survey (ADD_GEO_1) –answers weighted



[bookmark: _Toc512826758]Conclusions
Skill mismatch can be identified and analysed using the proposed mismatch indicators. The Georgian LFS allows the general calculation, broken down by several dimensions. The specific characteristics of the labour market, supplying a large supply of higher educated workers, while the structure of the demand is less directed towards this type of supply can be identified using the indicators.  
Unemployment has been persistently high, and employment, especially in regional areas is dominated with agricultural employment, mainly substance farming. Modern business and financial services still play a minor role and majority of jobs in Georgia are located in the traditional, low-productivity sectors, while only a minority is in modern, high-productivity sectors. Employment rate in Georgia is low. 
In summary, there is a good and available data (even at micro level) for labour market analyses in Georgia, particularly the Labour force Survey, regularly implemented by the Statistical Office. Recent change in LFS implementation (increased sample, revised methodology, definitions) would further ensure international comparability and increased relevance of results within Georgian specific context. Other survey (e.g. company surveys) and administrative type of data (education, labour market) are also available in Georgia.
This report explored the feasibility of calculating skills mismatch using data from existing and reliable sources. This led to identification of a number of clusters (of indicators) that provide insights to key aspects of skills mismatches, as follows:
1. Unemployment rates and ratio between unemployed and employed.
2. Magnitude of jobless youth phenomenon, ie incidence of young people not in employment, education or training.
3. Overeducation and undereducation, including particular groups affected.
4. Coefficient of variation from various angles, e.g. labour market status, age etc. (e.g. comparison on differences in education level among employed to unemployed)
5. Wage aspects in measuring mismatches.
The mismatch indicators suggest a problem on the Georgian labour market in the school-to-work transition, which is confirmed by qualitative evidence as well as by other studies using alternative data sources. The VET training seems to provide equal chances with university education, if not better chances for a good match, particularly compared to the performance of secondary general education graduates. Additional studies and policies to improve the transition process are warranted. The educational attainment level of the labour force remains relatively high. However, the quality of education remains an issue in Georgia. The participation of the students in the VET education as well as its relevance for the labour market’s demands are also an important challenges in Georgia.
Relative wages show that there is a strong disparity of pay by education level. This is likely linked to some of the better paid occupations for specific qualifications. On the other hand, qualifications that lead towards the agricultural, but also towards the elementary occupation might be analysed with respect towards the relevance of the skills for the labour market. 
[bookmark: _Hlk509312939]The dynamics of the skill mismatch seems to suggest that the mismatch is decreasing, yet is not clear whether this is the result of increased measured mismatch in the years following the global economic crisis, or whether it suggest a structural improvement in the matching on the labour market. 
In Georgia, a wealth of additional data is available. However, as this data is not collected on a regular basis, in this project the data was mainly used to confirm and reflect upon the results from the LFS based indicators. However, given the degree to which the school to work transition seems to be problematic, the tracer studies that have been developed in the past should also be analysed in how far a structural tracer study, covering final degrees qualifying for the labour markets should be held on a regular basis. 
Other analyses that seem necessary are also in the realm of constraints towards labour demand. There seems to be also a structural lack of demand that needs to be overcome to provide adequate employment. Further analyses and discussions on tackling skills mismatches should factor in, for example, the high proportions of persons employed in agriculture sector (most often subsistence activities) and in (non-agriculture) informal sector. 
Overall, the LFS provided detailed and sufficient data for calculating most skills mismatch indicators. This is positive, since LFS is the most regular data collection process in the country and provides good ground for comparability over time. More non-LFS based data would have been useful in assessing more specialized measures of skill mismatch. Since in Georgia, the school-to-work transition seems to be especially challenging, a more structural and regular practice of investigating transition from school to work (such as transition surveys, tracer studies) would provide more detailed insights into the potential short-comings of the education process in providing adequate and practical skills, or in providing an adequate number of graduates within fields.
Discussing skills mismatches in Georgia should definitely look into gender dimension and territorial aspects (urban vs. rural). Outmigration may distort the picture, as well. Therefore, it is recommendable to further expand and make regular analyses into skills mismatches dimensions and impacts. Use of currently available wealth of information and data could be complemented by additional evidence collection practices, such as tracer studies, to capture a fuller outlook of skills mismatch incidence in Georgia. This in turn would help tailoring policy responses to tackle proactively skills supply and demand mismatches.





[bookmark: _Toc512826759]Literature
Ambroladze, T., 2012, Georgia: Updating and Improving the Social Protection Index. Technical Assistance Consultant’s Report prepared for Asian Development Bank (ADB), no date of release, available at: 
http://www.adb.org/sites/default/files/project-document/76055/44152-012-reg-tacr-06.pdf
[bookmark: _Toc494659898][bookmark: _Toc494805099]Badurashvili, I., Nadareishvili, M., 2012, Social Impact of Emigration and Rural-Urban Migration in Central and Eastern Europe. Final Country Report. European Commission and GVG, available at: http://ec.europa.eu/social/keyDocuments.jsp?pager.offset=20&langId=en&mode=advancedSubmit&policyArea=0&subCategory=0&year=0&country=0&type=0&advSearchKey=EmigrationMigrationCentralEasternEurope&orderBy=docOrder
Badurashvili, I., Kapanadze, E., Tsiklauri, Sh., (2010): Generations and Gender Survey in Georgia. II Wave Report. Georgian Centre of Population Research (GCPR)/ United Nations Population Fund (UNFPA), Tbilisi.
Bagnardi, F, (2015): The Changing Pattern of Social Dialogue in Europe and the Influence of ILO and EU in Georgian Tripartism, In: Caucasus Social Science Review, Vol.2, Issue 1.
[bookmark: _Toc494659899][bookmark: _Toc494805100]Caucasus Research Resource Centres (CRRC), Caucasus Barometer 2015 Georgia dataset, available at:  http://caucasusbarometer.org.
[bookmark: _Toc494659900][bookmark: _Toc494805101] Caucasus Research Resource Centres/International School of Economics at Tbilisi State University (CRRC/ISET), 2010, Development on the move: measuring and optimising migration’s economic and social impacts in Georgia, Tbilisi
[bookmark: _Toc494659901][bookmark: _Toc494805102]Cedefop (2015). Skills, qualifications and jobs in the EU: the making of a perfect match? http://www.cedefop.europa.eu/en/publications-and-resources/publications/3072Government of Georgia, Social-economic Development Strategy of Georgia - Georgia 2020, available at: http://www.mrdi.gov.ge/sites/default/files/social-economic_development_strategy_of_georgia_georgia_2020.pdf
[bookmark: _Toc494659903][bookmark: _Toc494805104]Deutsche Gesellschaft für Technische Zusammenarbeit (GTZ) GmbH, 2010, Matching Vocational Education in Georgia with Labour Market Needs, GTZ
Economic Policy Research Center (EPRC), 2011, Employment and Unemployment Trends in Georgia, Tbilisi, available at: https://www.osgf.ge/files/publications/2011/EPRC_Georgian_Economic_Outlook_II,_Nov_2011_ENG.pdf
European Training Foundation (ETF) and BCG-Research, 2013, Migration and Skills in Georgia. Results of the 2011/12 Migration survey on the Relationship between Skills, Migration and Development, available at: http://www.etf.europa.eu/webatt.nsf/0/226927FBAE4DA4E2C1257B4D0043A93E/$file/MigrationHYPERLINK "http://www.etf.europa.eu/webatt.nsf/0/226927FBAE4DA4E2C1257B4D0043A93E/$file/Migration&skills_Georgia.pdf"&HYPERLINK "http://www.etf.europa.eu/webatt.nsf/0/226927FBAE4DA4E2C1257B4D0043A93E/$file/Migration&skills_Georgia.pdf"skills_Georgia.pdf
European Training Foundation (ETF), 2015, Young people not in Employment, Education or Training (NEET), available at: http://www.etf.europa.eu/web.nsf/pages/NEET_ETF_partner_countries
European Training Foundation (ETF), 2016, Torino Process 2016-17. Georgia
European Training Foundation (ETF), 2017, Education, Training and Employment Development 2016, available at: http://www.etf.europa.eu/webatt.nsf/0/233AD94A2CEBED50C12580E60051DF39/$file/Georgia%202016.pdf
[bookmark: _Toc494659904][bookmark: _Toc494805105]ETF (2018), Mapping youth transitions to work in the Eastern Partnership countries – Georgia country report, drafted by Ana Diakonidze and Ummuhan Bardak (forthcoming).  
European Initiative - Liberal Academy, 2012, Economical transformation of Georgia: 20 years of independence (saqartvelos ekonomikuri transformacia: damoukideblobis 20 tseli), USAID- Georgia and East-West Management Institute, Tbilisi, in Georgian, available at: http://www.ei-lat.ge/images/stories/The_Economic_Transformation_of_Georgia_-_20_Years_of_Independence_Interim_Report_geo.pdf 
European Commission, 2011, Social Protection and Social Inclusion in Georgia available at: http://ec.europa.eu/social/main.jsp?catId=89&langId=en&newsId=1045&moreDocuments=yes&tableName=news 
[bookmark: _Toc494659906][bookmark: _Toc494805107]European Commission (2015). Analytical Web Note 07/2015 Measuring skills mismatch, http://ec.europa.eu/social/main.jsp?catId=738&langId=en&pubId=7860
Eurostat (2016), Statistical approaches to the measurement of skills, http://ec.europa.eu/eurostat/documents/3888793/7753369/KS-TC-16-023-EN-N.pdf/438b69b5-2fcb-4923-b9e2-fa7b59906438
Gamkrelidze, George (2016): Active Labour Market Policy Measures, PPP of The Ministry of Labour, Health and Social Affairs of Georgia,  
International Bank for Reconstruction and Development/ The World Bank, 2014, Georgia Public Expenditure Review, available at: http://documents.worldbank.org/curated/en/779561468275119198/pdf/781430GE0v10RE0Box0385291B00PUBLIC0.pdf
[bookmark: _Toc494659907][bookmark: _Toc494805108]JRC (2014), Occupational mismatch in Europe: understanding overeducation and overskilling for policy making, http://publications.jrc.ec.europa.eu/repository/bitstream/JRC89712/occupational%20mismatch%20in%20europe.pdf
Labadze, L., Tukhashvili, M., 2013, Mobility Between the EU and the Eastern Partnership Partner Countries. Country Report: Georgia, CASE – Center for Social and Economic Research, Warsaw, available at: http://www.case-research.eu/uploads/zalacznik/2017-01-10/CNR_2013_113_0.pdf
[bookmark: _Toc494659909][bookmark: _Toc494805110]Ministry of Education and Science (no publication date), Labour market status of VET graduates in Georgia. Analysis of tracer studies VET Department Ministry of Education and Science. Labour Market Studies Series No. 2 Ministry of Education and Science of Georgia. Tbilisi, available at: http://mes.gov.ge/uploads/tracer%20study_raport%20eng.pdf
Ministry of Labour, Health and Social Affairs (MLHSA), 2015, The Survey Report of Labour Market Demand Component, available at: http://moh.gov.ge/uploads/files/oldMoh/01_GEO/Shroma/kvleva/4.pdf 
[bookmark: _Toc494659910][bookmark: _Toc494805111][bookmark: _Toc494659911][bookmark: _Toc494805112]National Statistics Office of Georgia (Geostat), Statistical Yearbook of Georgia: 2016, Tbilisi, 2016, available at: http://geostat.ge/index.php?action=wnews&lang=geo&npid=510
[bookmark: _Toc494659912][bookmark: _Toc494805113]National Statistics Office of Georgia (Geostat), 2017, Employment and Unemployment in Georgia, available at: http://geostat.ge/cms/site_images/_files/georgian/labour/dasaqmeba-umushevroba%202016_GEO.pdf
Paichadze, N., Chokheli, ,E., Keshelashvili, G., Kharkheli, M., Tielidze, Sh., Tchuradze, G., 2016, Employment Challenges in Georgia (An Analysis of Public and Private Sector), In: International Journal of Management and Applied Science, Volume-2, Issue-10, available at: http://www.iraj.in/journal/journal_file/journal_pdf/14-308-148007423199-101.pdf
Popovaite, I., Traditional gender roles cause inequality in labour market, In: Democracy & Freedom Watch, March 16, 2015, available at: http://dfwatch.net/traditional-gender-roles-cause-inequality-in-labor-market-34336
[bookmark: _Toc494659914][bookmark: _Toc494805115]Rutkowski, J. 2015, Demand for Skills in Georgia, The World Bank, Jobs Forum, Tbilisi, October 30, 2015
Shvelidze, Z., 2012, Transition from Soviet to Liberal Labour Law: Labour Standards in Georgia, In: E-Journal of International and Comparative Labour Studies 1, No. 1-2 March-June, pp. 213-235
[bookmark: _Toc494659915][bookmark: _Toc494805116]SSA/EES 2016 Annual Report
Terterashvili, M., 2014, The Socio-Economic Dimensions of Gender Inequalities in Rural Areas of Georgia, Tbilisi
[bookmark: _Toc494659916][bookmark: _Toc494805117]The International Institute for Education, Planning, Policy and Management (EPPM), 2013, Strategic Development of Higher Education and Science in Georgia Policy Analysis of Higher Education according to Five Strategic Directions. V – Higher Education and Employment, Tbilisi
UNDP, Briefing note for countries on the 2016 Human Development Report, Georgia, available at: http://hdr.undp.org/sites/all/themes/hdr_theme/country-notes/GEO.pdf  
UNICEF, 2014, Student Performance in Georgia according to the programme for international student assessment (PISA), available at: http://unicef.ge/uploads/PISA_eng_WEB.pdf
United Nations (UN), 2017, World Population Prospects: the 2017 Revision. New York, United Nations Population Division, UNDESA: https://esa.un.org/unpd/wpp/Download/Standard/Migration/
US Agency for International Development (USAID) & International Organization for Migration (IOM), 2010, Labour Market in Georgia. Report on June-July 2010 Survey, Tbilisi, available at: http://iom.ge/1/sites/default/files/pdf/Labour%20Market%20in%20Georgia.pdf
USAID and IOM, 2011, Supplying Workforce to the Georgian Labour Market report for Research Implemented in February-June, 2011, Tbilisi
World Bank (WB), 2013. Georgia - Skills mismatch unemployment labour market challenges. Washington DC; World Bank, available at: http://documents.worldbank.org/curated/en/999371468242985088/Georgia-Skills-mismatch-unemployment-labor-market-challenges
World Bank (2014) ”Generation in Transition: Youth Study Georgia- 2016”, Washington DC; World Bank.


15-19	
2011	2012	2013	2014	2015	2016	33.403533935546875	36.905780792236328	43.13397216796875	31.845487594604492	26.186994552612305	31.556324005126953	20-24	
2011	2012	2013	2014	2015	2016	36.327251434326172	32.209053039550781	33.69219970703125	30.464382171630859	31.955820083618164	30.070095062255859	25-29	
2011	2012	2013	2014	2015	2016	24.953815460205078	25.056730270385742	25.640693664550781	23.240716934204102	20.383026123046875	21.605161666870117	30-49	
2011	2012	2013	2014	2015	2016	15.222781181335449	15.941351890563965	14.946598052978516	12.785654067993164	12.436955451965332	12.317042350769043	50-59	
2011	2012	2013	2014	2015	2016	10.320615768432617	10.577876091003418	9.3320674896240234	8.2755727767944336	8.6542797088623047	8.9512290954589844	60-74	
2011	2012	2013	2014	2015	2016	3.0244641304016113	3.2405960559844971	3.6150431632995605	2.9866304397583008	3.2193684577941895	3.7939901351928711	
Georgia: % share of unemployed on labour force of age group




None	
2011	2012	2013	2014	2015	2016	0.12198567390441895	0.257086238861084	0	0	0	0	Low	
2011	2012	2013	2014	2015	2016	0.29427639007568357	0.43312171936035154	0.50117244720458987	0.31418798446655272	0.15407833099365234	0.22949644088745116	Medium	
2011	2012	2013	2014	2015	2016	0.67060867309570316	0.70820823669433597	0.98669700622558598	0.60895893096923825	0.53307769775390623	0.71476669311523433	High	2011	2012	2013	2014	2015	2016	0	0	0	0	0	0	Average	

2011	2012	2013	2014	2015	2016	0.50158121658954269	0.58493124967730237	0.75851921467475469	0.4672542388112324	0.35477478598600354	0.46105537357459259	
Georgia: Unemployment to employment-ratio (15-19, %)




None	


2011	2012	2013	2014	2015	2016	5.5007381439208983E-2	9.7883052825927741E-2	2.8035531616210938	0	0	0	Low	
2011	2012	2013	2014	2015	2016	0.33832176208496095	0.29572404861450197	0.40014347076416018	0.16944269180297852	0.34129653930664061	0.22909011840820312	Medium	
2011	2012	2013	2014	2015	2016	0.48406074523925779	0.49008155822753907	0.52116619110107421	0.43618919372558596	0.49281108856201172	0.45454059600830077	High	
2011	2012	2013	2014	2015	2016	0.89616714477539061	0.49023921966552736	0.4936042785644531	0.53715915679931636	0.44509063720703124	0.40677104949951171	Average	
2011	2012	2013	2014	2015	2016	0.57053055695144861	0.47512322396398798	0.50811818475750625	0.43811186563941379	0.46963340590576785	0.43000335266529305	
Georgia: Unemployment to employment-ratio (20-24, %)




None	


2011	2012	2013	2014	2015	2016	0	0.12100647926330567	2.8759667968749998	0.12951422691345216	1.7188044738769532	1.0629521942138671	Low	
2011	2012	2013	2014	2015	2016	0.1298578929901123	8.2661190032958978E-2	0.17265012741088867	0.1930141830444336	0.12844033241271974	0.39327861785888674	Medium	
2011	2012	2013	2014	2015	2016	0.28830982208251954	0.34187068939208987	0.34616844177246092	0.30472133636474608	0.3170545768737793	0.27545938491821287	High	
2011	2012	2013	2014	2015	2016	0.41199989318847657	0.36539161682128907	0.36351066589355469	0.31540590286254883	0.19761114120483397	0.2630305290222168	Average	
2011	2012	2013	2014	2015	2016	0.33251277333343759	0.33434260470382782	0.34482157755487314	0.30277401787286046	0.25601357975297939	0.27559418758302306	
Georgia: Unemployment to employment-ratio (25-29, %)




None	


2011	2012	2013	2014	2015	2016	1.3599995374679565E-2	3.320204973220825E-2	0.16732210159301758	7.2564429044723513E-3	0.13540282249450683	7.6023678779602047E-2	Low	
2011	2012	2013	2014	2015	2016	0.15360933303833008	0.13540082931518554	0.19182357788085938	0.14208690643310548	0.11590495109558105	0.15205920219421387	Medium	
2011	2012	2013	2014	2015	2016	0.17531631469726563	0.18386362075805665	0.17083797454833985	0.14599937438964844	0.14553046226501465	0.13917050361633301	High	
2011	2012	2013	2014	2015	2016	0.27701593399047852	0.26250213623046875	0.24563982009887694	0.20292293548583984	0.18150737762451172	0.18196578979492187	Average	
2011	2012	2013	2014	2015	2016	0.20395930274186289	0.20417031608654307	0.19559887065961673	0.16321273445839762	0.15586707869750527	0.15404448939290441	
Georgia: Unemployment to employment-ratio (15-64, %)




15-19	
2011	2012	2013	2014	2015	2016	12.554638862609863	12.238363265991211	9.7488269805908203	12.139265060424805	13.085497856140137	12.602038383483887	20-24	
2011	2012	2013	2014	2015	2016	39.432704925537109	41.024795532226563	38.677974700927734	40.886817932128906	41.665218353271484	40.285804748535156	25-29	
2011	2012	2013	2014	2015	2016	56.602016448974609	56.183219909667969	55.746322631835938	57.337551116943359	59.505775451660156	56.8443603515625	30-49	
2011	2012	2013	2014	2015	2016	70.528244018554687	70.805999755859375	70.663764953613281	72.046661376953125	72.894401550292969	72.312850952148438	50-59	
2011	2012	2013	2014	2015	2016	72.874435424804688	74.077041625976562	74.0753173828125	75.189247131347656	77.221359252929688	75.602432250976563	60-74	
2011	2012	2013	2014	2015	2016	54.999309539794922	58.055580139160156	58.796642303466797	60.253101348876953	61.536380767822266	62.403713226318359	
Georgia: % share of employed on population of age group




VET	
2011	2012	2013	2014	2015	2016	63.077320098876953	63.742183685302734	63.452655792236328	65.270767211914063	67.341064453125	65.791366577148438	non-VET	
2011	2012	2013	2014	2015	2016	53.921035766601562	55.400783538818359	55.190841674804688	57.528404235839844	58.909893035888672	59.808670043945313	
Georgia: % share of employed on population (15-64)




15-19	
2012	2013	2014	2015	2016	19.682136535644531	19.052740097045898	16.247529983520508	15.804030418395996	16.43988037109375	20-24	
2012	2013	2014	2015	2016	43.907077789306641	40.140697479248047	38.380485534667969	38.229640960693359	37.059391021728516	25-29	
2012	2013	2014	2015	2016	43.166057586669922	43.479949951171875	42.050853729248047	39.661708831787109	41.745281219482422	
Georgia: % share of persons  not in employment, education or training on poulation




Georgia - variance of relative unemployment rates (education level none excluded)	
2011	2012	2013	2014	2015	2016	0.13272717475891113	0.1398898983001709	4.8449139595031741E-2	4.1042580604553222E-2	4.5660557746887209E-2	1.7014341354370119E-2	Georgia - unemployment rates (right-hand side scale)	
2011	2012	2013	2014	2015	2016	0.16940715789794922	0.16955268859863282	0.16359907150268554	0.14031201362609863	0.13484861373901366	0.13348227500915527	
variance of relative unemployment rates (over educational attainment levels, level none excluded), 15-64


unemployment rate (15-64, unemployed on labour force)




2011	
Georgia	0.10701071470975876	2012	
Georgia	0.1026943251490593	2013	
Georgia	0.10777045786380768	2014	
Georgia	0.10742094367742538	2015	
Georgia	0.10266351699829102	2016	
Georgia	0.10278835147619247	
Georgia: Coefficient of Variation (unemployed vs. working-age population, age 15-64)




Georgia	
15-19	20-24	25-29	30-49	50-64	15-64	0.22414124011993408	0.1247713640332222	4.3740108609199524E-2	3.28647680580616E-2	3.6881841719150543E-2	0.10742094367742538	Egypt	15-19	20-24	25-29	30-49	50-64	15-64	0.71202707290649414	0.10939718037843704	6.7460350692272186E-2	0.1260630339384079	0.19526131451129913	0.16186670958995819	Morocco*	15-19	20-24	25-29	30-49	50-64	15-64	0	0	0	5.9178024530410767E-2	Serbia	
15-19	20-24	25-29	30-49	50-64	15-64	7.915496826171875E-2	0.21543410420417786	5.6831978261470795E-2	0.10120756179094315	0.13244229555130005	0.14945986866950989	
Georgia: Coefficient of Variation (unemployed vs. working-age population), 2014



CVAR	
2011	2012	2013	2014	2015	2016	5.7186633348464966E-2	5.1585298031568527E-2	5.0711575895547867E-2	4.7127194702625275E-2	5.063222348690033E-2	3.6094661802053452E-2	
Georgia: Coefficient of Variation (unemployed share on working-age population: VET vs. non-VET)



None	
2011	2012	2013	2014	2015	2016	17.674163001804377	54.374235655734701	73.846456398602811	50.788121693134613	41.832208019879914	90.37143405764138	Low	
2011	2012	2013	2014	2015	2016	60.840220473164223	71.006337552994125	81.340443027738957	100	143.87413036372405	171.70208077534008	Medium	
2011	2012	2013	2014	2015	2016	172.79195813335588	193.4564753120772	216.59558438043103	254.27198758580323	280.40707699117939	287.43671363846681	High	
2011	2012	2013	2014	2015	2016	465.10652082460985	502.48505757347601	616.6474730650333	638.46319592278064	722.91307570422282	703.10195637930337	Total	
2011	2012	2013	2014	2015	2016	255.73505305398135	280.91150145430009	336.04683466809075	366.88622453142614	417.29763535153603	422.03992888025488	
Georgia: Income (Index, 2014 low = 100)



01 Legislators, senior officials and managers	2011	2012	2013	2014	2015	2016	169.67115463667059	202.52280799330063	248.18359762711674	265.33697427258386	316.34633586808769	295.44209993357543	02 Professionals	2011	2012	2013	2014	2015	2016	141.9148310138186	154.08354405298917	194.51669260034512	194.14214544178213	207.77092177898672	214.72099847470764	03 Technicians and associate professionals	2011	2012	2013	2014	2015	2016	120.11391466979902	125.00358052940813	142.38589803842987	159.89935950044273	170.5328682461631	176.30812632096854	04 Clerks	2011	2012	2013	2014	2015	2016	106.59029569945994	107.6303161211561	124.77138790044751	139.59664064479688	169.4037748111285	157.7993963121026	05 Service workers and shop and market sales workers	2011	2012	2013	2014	2015	2016	84.220954472153707	94.977936422661429	109.52132493124715	114.15042146684209	132.5665940453336	135.94835481020948	06 Skilled agricultural and fishery workers	2011	2012	2013	2014	2015	2016	20.649743390753724	22.811346378389146	25.442941611251761	31.360755384143047	33.361445364184007	34.551128176197096	07 Craft and related trades workers	2011	2012	2013	2014	2015	2016	86.473653263443339	90.8324871555633	107.92719574082432	116.33444596726963	128.70224104811712	130.66216394137189	08 Plant and machine operators and assemblers	2011	2012	2013	2014	2015	2016	91.95022061085615	98.885006922668623	110.46908665716788	124.27574606423796	144.13994802927382	146.46918906948804	09 Elementary occupations	2011	2012	2013	2014	2015	2016	76.040195902276437	83.968628296298604	90.254722907865514	100	103.44581803845874	118.37307573505413	No information on occupation	2011	2012	2013	2014	2015	2016	82.280824450664738	74.789638125748553	100.44459004498003	84.394497202352468	122.28792202794342	139.74647011537127	All occupations	2011	2012	2013	2014	2015	2016	68.100913492859988	74.80526789898704	89.487525284880803	97.699885529673452	111.12418887638091	112.38703291705292	
Georgia: Index of average income of 
persons employed 
(Elementary Occupations 2014 = 100)
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