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Household income and income inequality at the national level

Over the last decade (2013-2022), on average Georgia's Gini coefficient
amounted to 0.4 points, reflecting a high income disparity%. However, look-
ing specifically at the period from 2018 onward, this figure has been record-
ing downward trend, sitting in the range of 0.3-0.4, meaning that Georgia has
shifted to a more even category. Indeed, its lowest figure during the last de-
cade was recorded in 2022 - 0.36 points.

Despite that decrease in its Gini coefficient, Georgia still has a higher fig-
ure compared to EU member states, the states of the Black Sea region?, and
neighboring countries*.

Over the last decade, Georgia has witnessed significant growth in nominal me-
dian household income, rising from 650 GEL to 1,145 GEL (by 75%). However,
taking into account the notable deprecation of the Georgian Lari (GEL) over
the same period, the figure when adjusted for inflation reveals relatively lim-
ited growth of real household income compared to nominal income (15%).

To arrive at a better understanding of household income distribution in
Georgia, we examine different segments of society by dividing households
into quintiles. Each quintile represents 20% of the population, with quintile |
composed of the lowest-income households and quintile V representing the
highest-income households. By analyzing income distribution in this way it
becomes evident that:

o Over the last decade, nominal median household income increased
across all segments of society, with the highest percentage increase
observed in quintiles II, Ill, and IV. The growth in quintiles | and V was
relatively low.

The analysis of this paper is based on Geostat's Household Income and Expenditure
Survey.

Although there are no internationally defined standard cut-off values, it is commonly rec-
ognized that a Gini index <0.2 corresponds with perfect income equality, while 0.2-0.3
corresponds with relative equality, 0.3-0.4 corresponds with a relatively reasonable in-
come gap, 0.4-0.5 corresponds with high income disparity, and above 0.5 corresponds
with severe income disparity.

Black Sea region countries, in addition to Georgia are Turkey, Russia, Romania, Bulgaria, and
Ukraine.

Neighboring countries are Turkey, Russia, and Armenia. Azerbaijan is excluded as there are
no Gini data available for this country.


https://www.unicef.cn/en/figure-27-national-gini-index-20032017
https://www.unicef.cn/en/figure-27-national-gini-index-20032017
https://www.unicef.cn/en/figure-27-national-gini-index-20032017
https://www.unicef.cn/en/figure-27-national-gini-index-20032017
https://www.unicef.cn/en/figure-27-national-gini-index-20032017

o Itis also important to note that although there was a slight decrease,

the difference in nominal median household income between the rich-
est 20% of households (quintile V) and the poorest 20% of households
(quintile 1) remains significant. In 2022, the nominal median household
income in quintile V was 7.3 times higher compared to quintile I.

o In the past decade, the main income sources for the lowest-income
segment (quintile I) were pensions, scholarships, and assistance, with a
relatively low share from employment. The proportion of income from
pensions, scholarships, and assistance increased over the covered peri-
od from 47% in 2013 to 56% in 2022, while the share from employment
decreased from 15% to 10%.

o In the highest-income segment (quintile V), employment was the pri-
mary source of income, while pensions, scholarships, and assistance
made a smaller contribution. Over the covered ten-year period, the
share of income for this quintile from employment increased from 50%
to 56%, while the share of pensions, scholarships, and assistance rose
too (from 5% to 9%).

o With regard to the income sources for quintiles |, lll, and V a correlation
was shown between a higher share of income from employment and
higher income levels as a whole, while a higher share from pensions,
scholarships, and assistance was associated with lower income. Over
the last decade, quantile | became increasingly reliant on government
assistance.

Household income and income inequality in urban and rural
areas

Historically, urban areas have had higher income levels compared to rural
areas, but more recently there has been a gradual reduction in the urban-ru-
ral income gap. Indeed, in 2022, rural areas even surpassed urban areas in
terms of nominal median household income. This shift may be attributed to
the increasing prevalence of employment as a source of income within rural
households.

Overall, during the analyzed period of 2013-2022, a downward trend in
income inequality was observed in the urban areas of Georgia. In contrast,
a tendency was noted of income inequality increasing in rural areas.



Household income in regions and income inequality between
regions

The regional distribution of nominal median household income illustrated
growth in every region during the reviewed period. Thilisi and Adjara main-
tained a higher income level than the nationwide median figure. Moreover,
in 2022, Adjara, Kakheti, Imereti, and Racha-Lechkhumi and Kvemo Svaneti®
all surpassed the national median in terms of household income, while Thilisi
fell below the national median.

The analysis reveals that household income inequality between regions,
though still substantial, slightly decreased over the analyzed period of
2013-2022.

In 2022, the highest-income region in Georgia had a household median in-
come nearly double that of the lowest-income region. Furthermore, house-
hold income in the highest-income region was 1.4 times higher than that of
a middle-income region.
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The data from Imereti and Racha-Lechkhumi Kvemo Svaneti regions are combined for
analysis. This is because, until 2019, separate data for these regions regarding household
incomes and expenses was not available.



INTRODUCTION

Over the last decade, Georgia experienced economic improvements in various ar-
eas. For instance, between 2013 and 2022, the country’s GDP per capita increased
by 44%, reaching US$6,672°. In addition, the share of the population living in ab-
solute poverty decreased from 26.2% to 15.6%’ during the same period while the
unemployment rate dropped from 26.4% to 17.3%2.

Despite these positive trends, public opinion polls indicate that poverty and relat-
ed issues such as unemployment and low salaries remain significant challenges
for Georgian society. According to surveys conducted by CRRC Georgia, in 2013?,
30% of respondents considered poverty a major nationwide problem, and this
figure remained unchanged in 2022, Moreover, different measurements of in-
equality, such as the Gini coefficient for income, illustrate that income inequality™
in Georgia is still high, sitting at 0.36'2in 2022.

These findings suggest that the overall economic development in Georgia has
not been enjoyed equally by all segments of society, and that the conditions for
the lower segments of society have remained relatively stagnant compared to the
upper strata. Therefore, examining the distribution of income across the popula-
tion is crucial to gain a more comprehensive understanding of income inequality
in the country. Addressing this is not only a matter of social justice but also a criti-
cal element of sustainable economic growth and societal well-being.

This bulletin aims to provide a broad comprehension of household income dis-
tribution in Georgia, and presents an analysis of income inequality beyond the
traditional measure of the Gini coefficient, by examining additional dimensions
of income distribution. More precisely, the bulletin compares the income of dif-
ferent segments of society, household income in rural and urban areas, and be-
tween regions.

¢ https//www.geostat.ge/ka/modules/categories/23/mtliani-shida-produkti-mshp

7 https//www.geostat.ge/en/modules/categories/192/living-conditions

& https//www.geostat.ge/en/modules/categories/37/employment-and-wages

°  https//www.ndi.org/sites/default/files/Georgia-Public-Attitudes-Poll-121813-ENG.pdf

10 https://www.ndi.org/sites/default/files/NDI%20Georgia_December%202022%?20poll_
public%20version_ENG_vf.pdf

""" https//www.geostat.ge/en/modules/categories/192/living-conditions

12 The Gini index measures how equally income is distributed over society, where 0 means
perfect equality and 1 perfect inequality. Inequality - Income inequality - OECD Data.


https://www.geostat.ge/ka/modules/categories/23/mtliani-shida-produkti-mshp
https://www.geostat.ge/en/modules/categories/192/living-conditions
https://www.geostat.ge/en/modules/categories/37/employment-and-wages
https://www.ndi.org/sites/default/files/Georgia-Public-Attitudes-Poll-121813-ENG.pdf
https://www.ndi.org/sites/default/files/NDI%20Georgia_December%202022%20poll_public%20version_ENG_vf.pdf
https://www.ndi.org/sites/default/files/NDI%20Georgia_December%202022%20poll_public%20version_ENG_vf.pdf
https://www.geostat.ge/en/modules/categories/192/living-conditions
https://data.oecd.org/inequality/income-inequality.htm

THE GINI INDEX

Over the last decade (2013-2022), Georgia's Gini coefficient amounted to 0.4
points, reflecting a high level of income disparity. However, encouragingly, from
2018 onward, its Gini coefficient remained below 0.4, putting Georgia into a less
disparate category. Moreover, Georgia's lowest Gini coefficient for the ten-year
period covered came in the last year (2022), scoring 0.36.

By comparing the Gini coefficient of Georgia with its neighboring countries, states
of the Black Sea region, and EU member states it is observable that Georgia scores
highest and thus has the most significant income inequality in these contexts.
Breaking this down further, over the last decade, Georgia’s Gini coefficient was
furthest away from EU member countries, followed by countries of the Black Sea
region, and then its neighboring countries.

Figure 1: GINI index
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HOUSEHOLD MEDIAN INCOME DISTRIBUTION IN GEORGIA

As Georgia displays a high Gini coefficient for household income, it is prudent
here to analyze the median income measure instead of the mean'®. The median is
considered a more robust measure of central tendency, particularly in situations
where outliers or extreme values can significantly affect the mean calculation. By
using the median measure of income, we can obtain a more precise and reliable
picture of income distribution in Georgia.

Over the past decade, there has been a notable increase in nominal median
household income in Georgia. From 2013 to 2022, the corresponding figure rose
by 75%, reaching 1,145 GEL. It is particularly noteworthy that the highest increase
per year was observed in 2022, when this increased by 20% compared to the pre-
vious year.

However, if we take into account Georgia’s high inflation rate over the past de-
cade (annual average 5%), the household median income adjusted for inflation
indicates a quite different trend compared to nominal median income. For in-
stance, from 2013 to 2022, real household median income increased by only 15%
and amounted to 745 GEL.

Figure 2: Nominal and real median household income, GEL
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Sources: Geostat - Households Income and Expenditure Survey, PMC RC calculation

3 Median household income is the income cut-off where half of the households earn more,

and half earn less. The mean household income is the income that all households would
have if the total income of all households combined was equally distributed among all
households. https://webtribunal.net/blog/what-is-median-household-income



To fully appreciate household income distribution in Georgia, it is important to
examine how income is distributed among different segments of society. A useful
method for such analysis is to divide households into quintiles, providing insights
into income distribution across five equally sized groups within the population.
Each quintile represents 20% of the population, allowing us to examine income
disparities across different segments. The first quintile comprises the 20% of
households with the lowest income, while the fifth quintile represents the 20%
of households with the highest income. By analyzing income distribution using
quintiles, we can uncover disparities and variations in household income across
the Georgian population.

Observing the nominal median household income by quintile over the analyzed
period, it is evident that nominal median income increased for each quintile over
the last decade. However, the pace of growth differed among quintiles. Quin-
tiles | (the 20% of households with the lowest income) and V (the 20% of house-
holds with the highest income) experienced the lowest growth (73% and 62%,
respectively), while the other three quintiles saw growth ranging between 80%
and 82%. It is also worth noting that in 2020, nominal median household income
decreased for every quintile except | and Il. This suggests that increased social
assistance from the government served as a significant safety net for low-income
households in Georgia during the COVID-19 pandemic'.

Despite the overall increasing trend for nominal median household income over
the past decade, there were significant differences in income levels between
segments of households, particularly between quintile V and the other quintiles.
For instance, on average, households in quintile V had 1.3 times higher nominal
median income than the sum of the nominal median income for the first three
quintiles.

It is noteworthy that the difference in nominal median household income be-
tween quintile V and quintile | decreased slightly over the last decade. More
precisely, in 2013, quintile V's nominal median household income was 7.8 times
higher compared to quintile |, and in 2022 this decreased to 7.3 times more. How-
ever, compared to 2021, the difference between quintiles V and | increased by 0.5
percentage points in 2022. In terms of the entire covered period (2013-2022), the
story was similar for the difference between quintiles V and lll, where the differ-
ence decreased from 2.8 times more to 2.5 times more.

14 Subsistence allowance in Georgia (2018-2022).


https://pmcresearch.org/publications_file/d242643510b4bcde5.pdf

Figure 3: Nominal median household income distribution by quintile, GEL
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Analyzing the shares of different income sources' within quintiles I, lll, and V re-
veals some notable differences between the highest (quintile V), the medium (lll),
and the lowest (l) income segments of society.

Over the last decade, in quintile | (the lowest-income segment), the main source
of income was pensions, scholarships, and assistance, while the share of income
from employment was relatively low. Furthermore, the share of pensions, scholar-
ships, and assistance increased from 47% in 2013, to 56% in 2022, while the share
from employment' decreased from 15% to 10%. Notably, over the past decade,
the second-highest income source for quintile | was remittances and money re-
ceived as a gift, the share of which in total income increased from 17% to 20%.
This indicates that over time the lowest stratum has become more reliant on so-
cial assistance from the government and remittances.

In the Household Income and Expenditure Survey, income sources are defined as follows: Wag-
es; From self-employment; From selling agricultural production; Property income (leasing, in-
terest on deposit, etc.); Pensions, scholarships, and assistance; Remittances from abroad; Money
received as a gift; Non-cash income; Property disposal; and Borrowing and dissaving.

Income from employment is defined as the sum of income from wages and self-employment.
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Figure 4: Composition of income sources for quintile |
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Sources: Geostat - Household Income and Expenditure Survey, PMC RC calculation

In quintile lll, the share of employment as a source of income was considerably
higher compared to quintile |, showing an increasing trend from 36% to 47% over
the last decade. On the other hand, the share of income from pensions, scholar-
ships, and assistance was more modest compared to the first quantile, albeit also
increasing from 22% to 27%.

Figure 5: Composition of income sources for quintile Il
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Sources: Geostat - Household Income and Expenditure Survey, PMC RC calculation

In quintile V, the main source of income was employment, with a modest contri-
bution from pensions, scholarships, and assistance. The shares of both categories
increased over the last decade, with employment rising from 50% to 56%, and
pensions, scholarships, and assistance increasing from 5% to 9%.

1



Figure 6: Composition of income sources for quintile IV
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The distribution of income across different household segments reveals a strong
positive correlation between the share of income from employment and over-
all household income. For instance, the lowest-income segment (quintile 1) had
a much lower proportion of income from employment compared to quintiles Ill
and V. In addition, when considering households with income from employment
within each segment, it was evident that only 19% of households in quintile |, on
average, had received income from employment over the past decade. In con-
trast, in quintile Ill, 62% had gained income from employment over the given
period and for quintile V this indicator reached 84%. Conversely, a high share of
income from pensions, scholarships, and assistance is inversely correlated with
the overall income level.

It is important to note that the share of pensions, scholarships, and assistance
increased across all analyzed quintiles during the selected period. However, in
quintiles Ill and V, the increase can be attributed to the rise in the basic pension
amount in Georgia'’, while in quintile |, the rise is driven by pensions and ad-
ditional support such as the increase in the monetary value of the subsistence
allowance package and the number of its recipients.'®

17" Pension System in Georgia (2017-2021).
'8 Subsistence allowance in Georgia (2018-2022).
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HOUSEHOLD MEDIAN INCOME DISTRIBUTIONS IN URBAN
AND RURAL AREAS OF GEORGIA

When analyzing nominal median household income by rural and urban areas
of Georgia'®, an interesting trend emerges over the last decade. Between 2013
and 2019, the nominal median income in urban areas was on average 1.3 times
higher than in rural areas. However, from 2020 onwards, the income disparity
between rural and urban households began to shrink notably, with both figures
getting closer to the national nominal median income level. Remarkably, in 2022,
the nominal median income among rural households even exceeded that of ur-
ban households. Over the last decade, nominal median income in rural areas in-
creased more notably (101%) compared to urban (56%).

Meanwhile, the analysis of household median income adjusted for inflation indi-
cates that, from 2013 to 2022, the increase in real median household income in
urban areas was only 3%, whereas in rural areas it was 30%.

Figure 7: Nominal and real median income of households
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To understand the convergence of urban and rural household income, it is im-
portant to examine changes in the composition of income sources over the past
decade. In urban areas, the primary income sources during this period were em-
ployment, and pensions, scholarships, and assistance. The combined share of
these two categories increased from 66% in 2013 to 79% in 2022, indicating a
growing reliance on these sources (in particular, the share from employment in-
creased from 56% to 62% during the last decade).

' From 2013 to 2022, on average 58% of the Georgian population lived in urban areas.
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In rural areas, income sources appear to be more diversified compared to urban
areas. However, the share of employment as an income source notably increased
by 10 percentage points over the selected period, reaching 34% over the last de-
cade. This significant increase in the share of employment as an income source
may have contributed to the significant rise in household income observed in
rural areas.

The increased share of employment as an income source in rural areas over the
period was not determined by the coincidental rise in the employment rate (from
2013 to 2022, the employment rate increased in rural areas of Georgia from 39.4%
to 41.5%), but this was rather caused by strong growth in nominal salaries in
Georgia (from 773 GEL to 1,592 GEL).

Figure 8: Top three household income sources in rural and urban areas
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90/10 Percentile Ratio

To assess income inequality within households, the 90/10 percentile ratio is com-
monly utilized. This ratio compares the income earned by an individual in the
90th percentile to that of an individual in the 10th percentile. An increase in the
ratio indicates a rise in inequality.
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In Georgia, the national 90/10 percentile ratio declined gradually from 8 in 2013
to 6.7 in 2020. However, it rebounded in 2022, increasing to 7.3. Urban areas
followed a similar pattern to the national trend but recorded a more significant
decline (from 8.7 to 6.7) between 2013 and 2020, and there was also a notable
recovery in 2022, back up to 7.3. Meanwhile, rural areas exhibited a different
trajectory compared to both the national trend and urban areas. From 2013 to
2019, its 90/10 percentile ratio increased (from 7 to 7.5). However, in 2020, a
significant decrease (from 7.5 to 6.7) was recorded, followed by an increase in
2022to7.2.

Figure 9: 90/10 percentile ratio
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Sources: Geostat - Household Income and Expenditure Survey, PMC RC calculation

Notably, the ratio saw a sharp decline in 2020 not only in rural areas, but also in
urban areas, which could be attributed to the COVID-19 crisis and subsequent
governmental increases in assistance for poor households. Specifically, in 2020,
the income of households in the 10™ percentile increased by 7%, whereas the
income of households in the 90" percentile decreased by 7%. Similar changes
were observed in household income in both urban areas (income in the 10*"
percentile increased by 9%, and in the 90™ percentile it decreased by 9%) and
rural areas (income in the 10" percentile increased by 8%, and in the 90™ per-
centile it decreased by 3.8%).

Overall, during the analyzed period of 2013-2022, a downward trend in income
inequality was observed in urban areas. In contrast, there a tendency for income
inequality to increase in rural areas was noted.
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HOUSEHOLD MEDIAN INCOME DISTRIBUTION IN THE
REGIONS OF GEORGIA

To get a broader picture of household income trends over the last decade, it is
also important to analyze how household nominal median income changed in
the regions of Georgia.

Looking at the distribution of nominal median household income by region over the
past decade, an increase was evident across all regions. However, the pace of growth
varied among the different regions. Notably, Samtskhe-Javakheti (148%) experi-
enced the highest growth rate, while Thilisi (33%) exhibited the lowest. The highest
nominal median household income in 2022 was reported in Samtskhe-Javakheti
(1,514 GEL), while the lowest household income was observed in Guria (840 GEL).

Comparing nominal median household income by region to the national median
level at different time points, it can be observed that in 2013 only households
in Thilisi and Adjara had higher-than-average nominal median income. In 2022,
Kakheti, Samtskhe-Javakheti, Adjara, Imereti, and Racha-Lechkhumi and Kvemo
Svaneti all surpassed the national median in terms of household income, while
Thilisi fell below it.

Figure 10: Nominal median income of households by region (GEL)
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To assess how nominal median household income varied among regions, we
compare the maximum and minimum, median and minimum, and maximum and
median income value ratios between regions for each year of the covered period.
A decrease in the ratio indicates a decline in inequality among regions, while an
increase indicates a rise in inequality among regions.

The analysis of the mentioned ratios reveals that household income inequality
between regions has slightly decreased over the analyzed period (the maximum/
minimum ratio declined from 2 to 1.8, the median/minimum ratio decreased from
1.4 to 1.3, and the maximum/median ratio remained unchanged at 1.4).

Although a slight reduction in inequality was recorded, the disparity in household
income between regions remains substantial. More precisely, in 2022 the high-
est-income region had a household income nearly double that of the lowest-in-
come region. Furthermore, household income in the highest-income region was
1.4 times higher than that of the middle-income region.

Figure 11. Income ratios between regions of Georgia (maximum/minimum, median/minimum,
and maximum/median)
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DISCLAIMER

PUBLICATIONS presented on the website are prepared by PMC Research Center
only for informational and/or marketing purposes. Nothing in the PUBLICATIONS
constitute, or is meant to constitute, advice of any kind, and the reader is respon-
sible for their interpretation of all content and acknowledges that any reliance
thereupon shall be entirely at their risk. PMC Research Center cannot be held lia-
ble for any claims arising as a result of the reader’s use of the materials.

The PUBLICATION is presented “as is” without any representations or warranties,
expressed or implied.

Without prejudice to the general message of the first paragraph above, PMC Re-
search Center does not guarantee that:

®=  the PUBLICATION will be constantly available; or

= the information contained in the PUBLICATION is complete, true, accurate, or
non-misleading.

PMC Research Center reserves the right to modify the contents of PUBLICATIONS
from time to time as it deems appropriate.

PMC Research Center absolves itself of any liability of violations of other parties’
rights, or any damage incurred as a consequence of using and applying any of the
contents of PMC Research Center’s PUBLICATIONS. PMC Research Center will not
be liable to the reader (whether under contract law, tort law, or otherwise) in rela-
tion to the contents of, use of, or other form of connection with, the PUBLICATION.

The reader accepts that, as a limited liability entity, PMC Research Center has an
interest in limiting the personal liability of its officers and employees. The reader
agrees that they will not bring any claim personally against PMC Research Cen-
ter’s officers or employees with respect to any losses suffered by the reader in
connection with the PUBLICATION.

The reader agrees that the limitations of guarantees and liabilities set out in the
PUBLICATION disclaimer protect PMC Research Center’s researchers, officers, em-
ployees, agents, subsidiaries, successors, assignees, and sub-contractors as well
as PMC Research Center itself.

If any provision of this disclaimer is, or is found to be, unenforceable under ap-
plicable law, that will not affect the enforceability of the other provisions of the
PUBLICATION disclaimer.
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