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Summary

Economic growth translated into improvements in living conditions for everyone in the country, 
especially for those at the bottom of the income distribution. 

Poverty decreased for the fourth consecutive year in 2014, but it still affects close to one third 
of the country (32 percent of population living at less than US$2.5/day 2005 PPP poverty line).

Between 2010-2014 householdsô income from economic activities played a significant role in 
reducing poverty. This is in contrast to the pre-2010 period when income from economic 
activities played a limited role and income from social transfers were more important for 
poverty reduction.

Governmentôs redistributive policies continue to play a significant role in lifting households out 
of poverty.

Households with per capita spending above the $5/day line are better integrated into the 
services sector, especially in high-skilled jobs, than those households living on per capita 
spending of between $2.5/day and $5/day (ñvulnerable householdsò). 

Context play a more important role than endowments (such as, education level) in explaining 
the inability of the persistently poor to escape poverty.
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Outline

ÅRecent poverty trends ($2.5/day)

ÅDrivers of poverty reduction

ÅInclusive access to economic opportunities

ÅA deeper look at the rural economy

ÅThe role of fiscal policy

Å Profile of labor market outcomes for those living above the poverty line

Å Poverty persistence in Georgia

Å Policy discussion
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POVERTY TRENDS 2010-2014



Robust economic growth of 2010-2014 slowed down in 2015 due to 

external factors
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Economic growth accompanied by sustained poverty reduction...

Source: WB staff calculations based on 2006-2014 IHS.

Note: 2015-2018 poverty rates are forecasts 

based on the elasticity of GDP-poverty from the 

2010-2014 period. These estimates will be 

updated as forecasted GDP is updated and 

new IHS rounds are available.
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WB simulations show that a price 

increase of 6 percent (as observed 

between 2014Q3-2015Q3) would 

have led to poverty increase. 

However, positive trends in labor 

earnings, agricultural income and 

social transfers are expected to 

have offset these impacts.



7

éand higher living standards across the distribution

-8
-4

0
4

8
1

2

A
n

n
u

a
l 
g

ro
w

th
 r

a
te

 %

1 10 20 30 40 50 60 70 80 90 100
Consumption percentiles

Growth incidence 95% confidence bounds

Growth in mean Growth at median

Mean growth rate

Georgia (2010-2014)

19.2
18.1

16.5

13.0
11.4

10.5 10.0
8.7

6.5
5.6

0

5

10

15

20

25

2010 2011 2012 2013 2014

Gap Severity

Source: WB staff calculations based on 2010-2014 IHS.

Note: Poverty gap measures the average distance to the poverty line 

for the poor. It is expressed as a percentage of the poverty line. Poverty 

severity is the average of squared distance, thus giving more 

importance to the extreme poor.
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Inspite of the recent decrease, the poverty rate is still high compared to 

countries with similar levels of GDP per capitaé

Georgia (2014)
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(2014)
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éand differences in living standards across regions persist

Source: WB staff calculations based on 2014 IHS.

Poverty Headcount by Regions ($2.5/day 2005 PPP)

Georgia 2014
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Inequality also decreased likely driven by improved welfare among the 

less well-off. Shared prosperity indicator shows similar pattern.
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Despite improvements, Georgia must pay attention to: 

(a) those who remain in poverty for long time (poverty persistence); 

(b) potential risk of poverty increase due to macro conditions
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(b) Welfare effects of 2015 Inflation

Source: WB staff calculations based on 2014 IHS (Q3).

Note: ñInflation effectò estimated deflating consumption by national average price 

increases 2014Q3-2015Q3 (estimated at 6 percent) and re-estimating poverty. 

ñInflation effects adjusted by consumption bundleò is estimated similarly but using a 

household-level price increase which reflects the household consumption basket. 

See Cancho et al. (2016) for more details.

WB simulations show that a price

increase of 6 percent (as observed

between 2014Q3-2015Q3) would

have led to poverty increase.

However, positive trends in labor

earnings, agricultural income and

social transfers are expected to

have offset these impacts.
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Share of vulnerable population is also growing

(percentage of those who live just above the poverty line)
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DRIVERS OF POVERTY REDUCTION 

2010-2014


