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Executive Summary

Laying the Groundwork

At the end of 2013, the government of Georgia (GoG) began a technical review
of its main social assistance program, Targeted Social Assistance (TSA). When
the current administration took office in 2012, it promised to pay more attention
to social issues in the country. At the same time, the GoG needed to be con-
vinced of the efficiency and transparency of the TSA as a last-resort social assis-
tance program and to present it to its constituency. The government was
concerned that too many poor people would not be covered by the TSA and,
conversely, that too many others would benefit from it, and therefore drain
resources. Members of the government were also worried that the inclusion in
the eligibility formula of subjective assessment of the social agents and of goods
that could be concealed left room for abuses of the system. During the first years
of government, the new administration took several steps to address these
concerns. First, the technical features of the TSA were reviewed. Second, the
administrative and business processes of program implementation were
improved. Third, new legislation was passed that modified the targeting formula
and benefits scheme of the TSA and adopted a new targeted program: the Child
Benefit Program (CBP). Finally, implementation started in June 2015, and com-
pensation measures were adopted in August 2015.

This report assesses the policies taken concerning the TSA in 2015 and pro-
vides an initial and basic set of recommendations for building a comprehensive
and efficient social protection and labor system. The various policy actions were
supported by sound technical work that is presented and evaluated in this
report. The study comprises the estimation of the formula to determine eligibil-
ity to the program, the analysis of the expected distributional impact of the poli-
cies undertaken, and a brief discussion on the pretesting of the implementation
of the changes and the compensation measures adopted soon after initiating
implementation.

The report does not delve into the revision of the administrative and business
processes of the program. It includes only a brief description of them in order
to provide a context for the technical work and recommendations about how
to continue improving them. In this way, the report also aims to set the agenda
for future policy actions and to build institutional memory. The latter is of
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Executive Summary

particular importance given the high turnover of officials (technical staff and
decision makers) working with the TSA since 2013. In addition, the report
provides guidance about next steps in light of its findings and the political
actions taken by the government.

The technical work is a joint effort of UNICEF and the World Bank Group
(WBG) in collaboration with the Ministry of Labor, Health, and Social Affairs
(MoLHSA) and the Social Services Agency (SSA) of Georgia. UNICEEF initiated
the collaboration with the government late in 2013, and thus took the lead in the
technical work behind the revision of the eligibility formula (chapters 3 and 4),
while the WBG came on board later and took the lead on the analysis of the
distributional impact of the policy actions (chapters 6 and 7). The pretesting of
the TSA (chapter 8) was also led by UNICEEF, with input from the WBG. All of
the outputs were discussed with the government throughout their development,
and the GoG in turn made policy decisions based on the analysis and on its
political objectives. This report was written by UNICEF and the WBG and
reflects the technical opinion of these teams.

Spending on the TSA program, the government’s main instrument to support
consumption by the extreme poor, is low by regional and global standards. The
TSA budget is the third largest expenditure item within total social spending in
Georgia, after social pensions and education. In 2014, 14 percent of total social
spending went to this program. It is the main vehicle to alleviate poverty in a
country that spends relatively low amounts by international standards on social
protection and labor, although it is not much less than the average spending
for social protection among the other countries in the region. Georgia spends
1.2 percent of its gross domestic product in social assistance, excluding social
pensions, while the average for Eastern Europe and Central Asia is 1.8 percent.l
This level of spending provides coverage for 13 percent of the population and
lifts 6 percent of the population out of extreme poverty; in the absence of the
TSA program, extreme poverty incidence would be 9.7 instead of the observed
3.9 percent.

The TSA program targets the poor using a proxy means testing (PMT) for-
mula. Introduced in 2006, the TSA and the PMT were means of increasing effi-
ciency of social assistance spending. The idea of PMT formulas is to approximate
household well-being based on household assets as opposed to income. The PMT
mechanism was chosen suitable for Georgia because income from formal sources
was—and still is—a less accurate indicator than assets of household welfare.
Employers and employees simply do not declare employment, or they declare
wages below the negotiated amount. In response to these concerns, in 2014 the
government introduced a nontaxable minimum income. However, the Ministry
of Finance issued a statement annulling this privilege starting in 2016. The TSA
has also gradually replaced other categorical benefits that have been phased out.
For example, the allowance for internally displaced persons (IDPs) cannot be
received jointly with TSA.

Compared to other social assistance programs in Europe and Central Asia,
Georgia’s TSA is one of the best if targeting and coverage, or poverty and

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2


http://dx.doi.org/10.1596/978-1-4648-0900-2

Executive Summary

coverage, are assessed jointly. In 2013, the poverty rate in Georgia was still high
for the region. Twenty-five and 36 percent of the population was living on less
than US$2.50 per day, according to UNICEF’s and WBG’s estimates, respec-
tively.2 In 2013, the TSA covered 12 percent of Georgia’s households. Coverage
of the bottom quintile was 48 percent, and of the bottom decile, 71 percent.
Benefit incidence was 53 percent. In general, it is easier to achieve good targeting
in relatively small programs, and easier to achieve higher coverage of the poor by
tolerating weaker targeting accuracy. Figure ES.1 shows that for the level of pov-
erty, coverage, and targeting accuracy, the TSA performs relatively better than
social assistance programs in other countries in the region.

In spite of the good overall performance of the program by international stan-
dards, the government still had issues related to performance. The government
was concerned about “outdated” information, as the status quo methodology was
based on 2006 survey data. There were important concerns related to households
from upper levels of the welfare distribution receiving benefits, the transparency
of the subjective component of the formula, and households concealing goods
such as mobile phones, TVs, and even refrigerators or stoves, based on the anec-
dotes and reports of the social agents. It was believed that some people may have
been able to manipulate the program and the program may thus have included
persons who did not deserve the benefit. There were also concerns about work
disincentives, which were studied by the WBG as part of a regional effort based
on four case studies.2 This enabled the GoG to focus on the former set of issues
(manipulation and effective targeting) and on strengthening implementation
processes.

Since the inception of the TSA, there has been continuous improvement on
process but no comprehensive technical evaluation. Various complementary and

Figure ES.1 Poverty Incidence and Benefit Incidence, Coverage in the Bottom Quintile, Georgia and

Regional Comparators

a. Poverty incidence b. Benefit incidence
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practical measures have been taken over time to maintain the efficiency of the
PMT. These range from updating software, networks, and hardware for business
processes; rehabilitating offices; and simplifying procedures, to adjusting the level
of benefits. For the technical design, it is good practice to revisit the validity of
PMT formulas about every five years, because the patterns of consumption
change and readjustments are usually needed. The PMT was updated only once,
in 2010, but this update was not based on survey data. Other elements of the
program were never reassessed. Thus, besides the concerns of the new govern-
ment in the administration, it was time to pay attention to the technical aspects
of the program.

The maximum potential in terms of performance can be achieved only by a
combination of sound formula and well-functioning management processes. In
2010, UNICEF and the GoG performed an assessment of the access to social
services, including the TSA program, for the bottom quintile of the population
in terms of poverty. The assessment revealed that 96 percent of the quintile was
aware of the TSA. This was interpreted as meaning that public information about
the program was not a problem. Yet 24 percent of this quintile never applied to
it (UNICEF and USAID 2011). When asked about the reasons for not applying,
respondents expressed negative perceptions of the application system: 48 per-
cent stated fear of an inaccurate assessment, 34 percent believed they would not
receive benefits anyway,? and 22 percent had negative examples related to their
neighbors who applied and did not receive benefits. This was interpreted as a
need to ensure more transparency in the process and to work harder to avoid
potential abuses of the system. The same survey revealed that 76 percent of
families who never applied to the TSA did not even know what was required for
registration. Additional measures need to be taken to improve communication
mechanisms for the TSA and more broadly about social programs.

Even if these results were outdated, they still suggested the need to increase
transparency, facilitate registration, and improve communication in order to
increase outreach and eliminate negative perceptions about the program.
Although the technical aspects of the TSA can achieve only so much in terms of
targeting, the government believed that it was the cornerstone of the program.
At this juncture, however, the government could only continue working on the
implementation processes, creating an identity for the program—or for social
assistance in general—and working on integrating the program into the social
protection system.

Goal and Expected Impact of the Technical Assessment of the TSA

With this context in mind, the GoG decided to embark on assessing the technical
aspects of the TSA. The overarching objective was to assess and improve the effec-
tiveness of the program. In particular, the GoG wanted to (1) minimize inclusion
and exclusion errors associated with the program, given the changing economy; (2)
remove from the PMT formula easily concealable durable goods, as social agents
were reporting that households had adopted the practice of concealing assets;
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(3) include new, easily verifiable potential income-generating items; (4) reduce the
total number of variables used in the PMT formula to simplify it (while maintain-
ing targeting efficiency); and (5) remove from the PMT formula the subjective
assessment of the social agents.

This technical work led to a reform of the TSA program and the introduction
of the CBP. This reform comprised five elements: (1) update of the PMT formula
that leads to the consumption index; (2) update and simplification of the needs
index; (3) establishment of a new benefit structure that varies with the vulner-
ability score; (4) revision of the determination of the size of the household trans-
fer depending on household demographic composition; and (5) introduction of
an associated program—the CBP. In the rest of this report, elements 1-4 will
be referred to as the TSA reform, and elements 1-5 as the reform package, or
TSA+CBP. Box ES.1 summarizes them, and box ES.2 describes the main techni-
cal features of the TSA, including the definition of the consumption and the
needs indexes. The timeline of technical work and policy actions is described in
figure ES.2.

This reform package, TSA+CBP, is expected to contribute to a further reduc-
tion of extreme poverty, and in particular of child poverty. Although it is difficult
to have efficiency gains with a program like the TSA that is already well tar-
geted, there is always scope for improvement. At a minimum, the revision of the
PMT of the TSA is expected to help maintain the targeting performance of the
TSA. Marginal gains are also expected, especially in the second decile—partially
covered by the TSA—leading to a reduction in poverty incidence. In addition,
poor families without children were more likely to be in the TSA than families
with children, and this revision of the PMT was an opportunity to address this
bias and reduce child poverty. According to the module tailored to this analysis
of the Integrated Household Survey (IHS 2013), 7.1 percent of the child popu-
lation lived under extreme poverty (58 percent higher than the total population
showing an extreme poverty rate of 4.5 percent). By introducing the new

Box ES.1 Elements of the TSA Reform and Introduction of the CBP

The five elements of the TSA+CBP (Targeted Social Assistance + Child Benefit Program)
reform are:

1. Update of the proxy means test (PMT) and

o Changein
thus the coefficients of' the. formula that the vulner-
leads to the consumption index ability score Changen
2. Update and simplification of the needs index
the TSA

3. Establishment of a new benefit structure that varies with the
vulnerability score

4. Revision of the calculation of total household transfer depending
on household demographic composition; and

5. Introduction of an associated program: the CBP.
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Box ES.2 Main Technical Features of the TSA’s PMT

The household welfare index or vulnerability score is calculated as a ratio of the consumption
index and the needs index.

The consumption index

is estimated in a conventional way for proxy means test (PMT) formulas, using ordinary
least squares (OLS) regression;

uses monthly household consumption as the proxy of welfare; and

uses a large set of traditional predictors such as sociodemographic and location variables,

ownership of durable goods, productive assets, and self-reported income.
The needs index

- is a normalization to account for differentiated needs of different persons, and

- sets coefficients for different groups based on their gender, age, physical status, and social
status compared to the needs of a healthy male adult (30-39).

The final vulnerability score is rounded and rescaled.

Households with vulnerability scores below 65,000 (after the PMT revision) are eligible for

the Targeted Social Assistance (TSA) program.
The 65,000 eligibility threshold is equivalent to the prereform eligibility threshold of 57,000,
which leaves the coverage constant around 12 percent.

methodology, the extreme poverty rates are estimated to fall to 4.4 and 3.7
percent for children and the overall population, respectively. The way to equal-
ize the extreme child poverty rate with the general population poverty rate is to
introduce a well-targeted child benefit (according to the model, even GEL
(Georgian lari) 10 per child per month can reduce both rates to 3.2 percent).

As a by-product, this revision of the PMT formula could enable other gains
that facilitate the administration of the program, its transparency, and its evalua-
tion. For example, simplifying some of the variables that enter the PMT formula
could help to add transparency to the implementation and eliminate some of the
beliefs about its level of effectiveness. Also, the original formula included the
subjective evaluation by the social agent that, although this was well intentioned
when introduced, it was not clear how effective it was in improving the targeting
efficiency.

The Reform of the TSA and the Introduction of the CBP

Early in 2014, the GoG started to work intensively on the technical assessment
of the TSA and its translation into policy actions. Since then, UNICEF and the
WBG have been providing technical and financial assistance to the MoLHSA
and the SSA.> Most of the technical assistance consisted of analyses that enabled
the technical teams and high-level government officials to make decisions about
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Figure ES.2 Timeline of TSA Technical Work and Policy Actions
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a. Prior action to WBG Inclusive Growth Development Policy Operation.

b. Potential policy action to be counted as trigger for year 2 of WBG Inclusive Growth Development Policy Operation.
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the design of the TSA and the introduction of the CBP. Figure ES.2 summarizes
the milestones of the policy dialog among the institutions and how the GoG
used the technical outputs to design and implement the five elements of the
reform mentioned in box ES.1. By the end of 2015, the GoG had completed the
technical revision, adopted compensation measures, and initiated implementa-
tion. The plan of the SSA is to reassess about one-twelfth of the registry each
month and to complete the process in a year’s time. The following paragraphs
describe the salient messages coming from each piece of the technical work and
how the technical work fed the policy actions.

Using newly collected household survey data, the revised eligibility formula
was estimated. The TSA formula is the ratio of a consumption index, calculated
via a PMT, and a needs index. The PMT is estimated in a conventional way: it uses
linear regression and a rich set of predictors comprising sociodemographic and
location variables, ownership of durables, and productive assets. New PMT mod-
els were estimated in this review following best practices in this area (see
box ES.3). The estimated targeting efficiency of the PMT models was comparable
to that of studies for other countries. The results showed that the objectives could
be achieved and the targeting efficiency of the TSA could be improved—even if
marginally—relative to the status quo. The main difference with respect to PMTs
of other countries is that it predicts monthly household consumption—rather
than per capita or per adult equivalent consumption—and it uses the needs index

Box ES.3 Good Practices Followed by the Estimation of the PMT and Indicators of
Performance of the PMT

The estimation of the proxy means test (PMT) was carried out using standard practices:

- Work with two samples (one to estimate the PMT and another to validate the results).

« Work with various econometric models (ordinary least squares [OLS], probit, logit, and quan-
tile regressions).

- Estimate several basic specifications.

- Refine specifications later based on goodness of fit and feedback from the government of
Georgia (stepwise approach).

The PMT was evaluated using the following performance indicators:

« Goodness of fit (R-squared): models compared to minimize the unexplained errors in the
regression, measured by the R-squared statistic.

« Undercoverage: defined as the number of poor households incorrectly excluded by the for-
mula (“exclusion” or type 1 error) divided by the total number of poor households in the
sample, where poor households are defined as being below the 15th consumption
percentile.

+ Leakage: defined as the number of eligible households incorrectly included by the for-
mula divided by total number of eligible households (“inclusion” or type 2 error), where
incorrectly included households are those above the 15th consumption percentile.
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to adjust for the needs of special groups in the household. The formula is normal-
ized and rescaled so the final score—called the household-rating score or vulnerabil-
ity score—can be interpreted as the fraction of the needs met by the predicted
household consumption. Hence, a vulnerability score of 100,000 is equivalent to
achieving exactly the minimum consumption subsistence level.

The selected model performed better than the status quo in achieving the goals.
The targeting efficiency of the selected model was equal to or better than the other
runner-up models, including the status quo. More important, this was achieved by
eliminating the subjective assessment variable as well as those that were associated
with concealable goods. The chosen model was simple: it was estimated by OLS,
eliminated variables, and used “number of adult household members of working
age” as opposed to “share of salaried workers” among the regressors to avoid gener-
ating other distortions in reporting employment status. The estimated PMT model
also performed well in terms of goodness of fit and targeting efficiency (undercov-
erage and leakage) when tested in the validation sample.

The efficiency gains were estimated to come from improvements in coverage
in the second decile of the welfare distribution curve. Estimates based on house-
hold data predicted increments in coverage in the bottom quintile of the welfare
distribution curve (from 47 to 53 percent), with marginal improvements in the
bottom decile (from 71 to 73 percent). The reader should bear in mind that
these survey predictions might overestimate the actual results because imple-
mentation issues usually decrease targeting efficiency. Moreover, under the new
PMT, the distribution of benefits was estimated to remain equally pro-poor for
almost all groups, and to become even more pro-poor for a few of them, such as
seriously ill persons or single elderly persons. These two groups at the same time
are the ones more exposed to changes in eligibility status due to the revision of
the TSA. See figure ES.3.

Figure ES.3 Efficiency Gains Come from the Bottom and Second Deciles
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Source: Calculations based on Integrated Household Survey (IHS) 2013 estimation sample (additional module data).
Note: Deciles are computed using pre-TSA transfer consumption per adult equivalent (PAE). TSA = Targeted Social Assistance.
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The update of the targeting formula was expected to cause a reshuffling of ben-
eficiaries. Because coverage by design remained constant, the revision of the target-
ing formula generated almost equal numbers of newly eligible and newly ineligible
households of the TSA program—sometimes called “winners” and “losers.” This
balance was broken with the introduction of the compensation measures: the num-
ber of newly eligible becomes larger than the number of newly ineligible.

It should be noted that losers of the TSA program may be gaining from trans-
fers coming from other programs and services, and that this thus is a partial
assessment of the total welfare change. Survey estimates indicated that 146,550
persons in TSA-recipient households before the reform were expected to gain
eligibility and 119,003 persons were expected to exit the TSA program by the
end of the implementation period around June 2016 and in the absence of com-
pensation measures. After the compensation measures, there will be more
entrants (155,939) and fewer newly ineligible persons (91,037). Given the
efficiency gains, most of the newly eligible households were estimated to come
from the bottom and second deciles of the welfare distribution curve.

Newly eligible beneficiaries are more likely to be families with children, while
newly ineligible beneficiaries are more likely to be single nonworking pensioner
households. Although the objective of the revision of the eligibility formula was
not to generate this reshuffling of beneficiaries, this result was not totally unex-
pected, because the TSA funds before the revision of the eligibility formula were
more likely to be directed to poor families without children than to poor families
with children. Moreover, single nonworking elderly people receive transfers from
the Old Age Pensions, which have been increased in recent years, reducing their
eligibility to the program. In 2015 the Old Age Pension was GEL 160, which is
GEL 10 above the minimum subsistence level used by the TSA formula.® Thus,
this reshuffling of beneficiaries was in a way fixing a distortion present in the
program, as the newly ineligible—although a vulnerable population—are mainly
coming from the relatively wealthier groups of population. As figure ES.4 shows,
more than 60 percent of newly ineligible households come from the third and
higher wealth deciles, whereas around 75 percent of newly eligible households
come from the first quintile. The analysis of the winners and losers expected
from the targeting reform—based on the distributional analysis of household
survey data—was also used to inform the design of the pretesting and to design
compensation measures for the newly ineligible to the TSA.

Because these two groups—families with children and the single nonworking
elderly—also benefit from other transfers, further analysis in terms of total trans-
fers received should be done before cataloguing them as winners or losers. To
understand if these groups are really winners or losers, the government needs to
examine the total transfers received, the needs (access to and costs of services) of
these groups, and their opportunities. Simply looking at whether they gain or lose
eligibility to a single program such as the TSA is not enough to assess whether the
group is improving its well-being. For example, during the past couple of years
the Old Age Pension has increased and many of the medicine expenses of the
elderly have been covered by the government since the introduction of universal
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Figure ES.4 The TSA's Reshuffling of Beneficiaries
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b. Changes in the level of benefits

9

Note: Deciles are computed using pre-TSA transfer consumption PAE. Population estimated based on number of household members of
TSA-eligible households. Newly eligible and newly ineligible estimated based on revised eligibility formula before introducing compensation
measures. See figures 9.2 and 9.3 for the result after compensation measures. PAE = per adult equivalent; TSA = Targeted Social Assistance.

Box ES.4 Child Benefit Program (CBP) Overview

« Benefits are for children under the age of 16.

+ Households with a vulnerability score up to 100,000 are eligible. Households with scores of
65,000-100,000 receive solely CBP.

« The transfer is GEL (Georgian lari) 10 per child, payable every month.

Source: Decree No. 215 of the Government of May 18, 2015, which amends decree No.145.

health care in 2014. Thus, the question that needs to be answered is whether
these other welfare-increasing changes have been larger (or not) than the TSA
transfer for newly ineligible single pensioners.

The government also introduced the CBP to provide additional support to
vulnerable families with children. From early on, part of UNICEF’s dialog with
the MoLHSA and the SSA revolved around the idea of introducing an associ-
ated program that gives an additional transfer for children. In May 2015, another
decree was passed introducing the CBP. This new program covers about
24 percent of the poorest families with children and costs about GEL 2.6 million,
or about 10 percent of total TSA budget. These resources were expected to halve
extreme poverty among children, from around 7.1 to 3.23 percent based on
UNICEF’s measure of child poverty. Further details on the CBP can be found in
box ES.4.

Jointly with the revision of the eligibility formula, a scheme of benefits for
the TSA was introduced. On the one hand, the transfer is now calculated giving
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an equal amount for each adult household member. In the past, the transfer dif-
ferentiated between the head and other household members. This change sought
to address the concern of the government that two adult members belonging to
one household could apply separately to the TSA to increase the value of the
transfer. On the other hand, there was always the idea of introducing a scheme
of benefits determined by the distance of the vulnerability score to 100,000.Z
However, the implementation of such a “continuous” scheme faced several chal-
lenges. The first one was technical. Even if the PMT does an excellent job in
targeting the poor, the accuracy of the targeting is never good enough to sort
households with such precision as to differentiate them by narrowly defined
brackets of the score. The second challenge was financial, because the total bud-
get needed to execute this scheme of benefits considerably exceeded available
funds. The third was that the political economy of the transition from the pre-
reform to the postreform score required that the nominal value of the transfer
associated to the prereform eligibility threshold (at 57,000) was not reduced for
any household, because it would add another layer of complexity to the imple-
mentation process.

After assessing all these challenges, the government decided to develop a four-
tier benefit scheme. The first two tiers either provide higher transfers or maintain
the level of transfers for those households that remained below the same eligibility
score of 57,000, which is associated with a lower level of welfare in the new score
from the eligibility formula. The next two tiers have narrow brackets up to a score
of 65,000, at which point the coverage reaches the prereform level (before the
introduction of compensation measures). The lowest transfer is equivalent to that
of year 2013. Thus, how much families gain from this scheme of benefits depends
on the score (or tier where the household lands) and the demographic composi-
tion of the household. Figure ES.5 shows the amount of transfers that result from
the four-tier benefit scheme (or five-tier if the CBP is included) for a family with
two adults and two children. Table ES.1 shows that households’ welfare in the
tiers are statistically different even if the third tier is somewhat narrow.

An alternative approach is to work with programs that are well articulated
and tackle specific needs of households. The introduction of the CBP could be
perceived as a first step in this direction. Based on a unique targeting system,
different types and levels of benefits could be allocated to households based on
their needs. For example, households with children could receive additional sup-
port given the additional expenses during this stage of life, or households in
mountainous areas could receive a temporary supplement to deal with a shock.2
This approach is further discussed later, since one of the recommended actions
for Georgia is to move the attention from the main social assistance program to
a comprehensive and efficient system of social protection.

The differentiated level of transfers resulting from the scheme of benefits of
the TSA created another layer of winners and losers.2 Among TSA always-
eligible households, some of them will receive higher transfers—especially if the
CBP is topped up—while others will receive a lower transfer. Without taking into
account the CBP transfer, there are about an equal number of persons in
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Figure ES.5 Structure of Benefits Comparing Current and New Programs
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Note: GEL = Georgian lari; HH = household. The figure shows the transfers pre- and postreform for a household with two adults and two children.
As can be seen in more detail in table 5.2 (chapter 5), no household in tier 1 will lose benefits, and in tier 2 (below the 57,000 prereform eligibility
score) only households with two adults will lose benefits, and in that case only a tiny part.

Table ES.1 Household Income and Consumption, by Tiers (PAE)

Pre-TSA average ~ Pre-TSA average  Pre-TSA average HH

Number of HHs HH income HH income PAE expenditure PAE
Score range in tier (in GEL) (in GEL) (in GEL)
<30,000 22,485 163 47 25
30,001-57,000 59,971 175 69 100
57,001-60,000 11,870 302 29 102
60,001-65,000 17,173 244 116 112
65,001-100,000 147,642 307 126 176
Above 100,000 763,075 731 317 341

Source: Calculations based on IHS 2013 estimation sample (additional module data).
Note: Estimations based on postreform precompensation eligibility formula. GEL = Georgian lari; HH = household; PAE = per
adult equivalent; TSA = Targeted Social Assistance.

households where transfers will be cut than in households where transfers will
be augmented. However, most of the gains are concentrated around 20 percent,
while most of the losses are of less than 10 percent. There is nevertheless a small
but not negligible group of households that still are estimated to face losses of
50 percent or more.

The pretesting confirmed most of the predicted results of the distributional
analysis and brought further attention to IDPs as potential winners of TSA
transfers. The pretesting was conducted using the revised household declaration
and carried out by social agents. A representative sample was selected from the
households registered in the database. During the analysis, eight different groups
of the TSA-registered population were specifically highlighted. The pretesting
exercise uncovered IDPs as another group of potential winners, with an increase
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in total beneficiaries of this group of 8 percent (equivalent to families with
children). It is not surprising that this result was not identified in the analysis
based on the household survey, as IDPs were a small group in that sample.

The Compensation Measures
A typical policy recommendation when implementing reforms rendering winners
and losers is to accompany them with transitional measures that help losers to
adjust to their new status. Policies could range from phasing out the transfer over a
short period, designing a trajectory of change of the coefficients of the formula
(or the score itself) to smooth the transition, introducing changes in other programs,
or introducing new programs. These measures are usually called compensation mea-
sures, because they aim to deal with the unavoidable unintended effects of a reform.
As expected, the government passed compensation measures to reduce the
number of newly ineligible persons, in particular among the single nonworking
pensioner households. One compensation measure consisted of increasing the
coefficient of the needs index for the pensioners from 1.18 for men (1.12 for
women) to 1.80 for both men and women. Notice that this increment for this
group sets the needs coefficient at a higher value than before the revision of the
needs index described in chapter 4.1¢ The coefficient of the needs index for
single pensioners above 60 is 38 (men) and 47 (women) percent higher than the
prereform value. In this way the government is overcompensating pensioners as
many of them may become ineligible not due to the revision of the eligibility
formula but due to the simultaneous increase in Old Age Pensions. The other
compensation measure consisted in altering the value of the utility consumption
in the consumption index. Due to the increase in the cost of electricity per unit,
the total consumption in utilities of poor families also went up. However, the
out-of-pocket expenditure in utilities decreased due to the new electricity sub-
sidy. Because spending in utilities is an important determinant of the PMT, this
increase in consumption would also lead to additional TSA newly ineligibles, that
is, losers. Thus, the government decided to use in the PMT formula the out-
of-pocket cost of utilities. The compensation measures will increase the spending
in the TSA 7.4 percent (or GEL 1.77 million or 68 percent of the cost of the CBP).
Other compensation measures could have been adopted by the govern-
ment. Clearly the menu of options is large, and without doubt the group that
needed to be compensated was the single elderly pensioners. The government
could have considered (1) further investigating the needs of single pensioners
based on their age, to focus the assistance to those that really need the sup-
port of the TSA on top of the Old Age Pension; (2) creating a similar program
to CBP but for the single elderly within the TSA framework; and/or (3) leav-
ing current single pensioners in the TSA but using the revised formula for
newly registered to avoid biasing the targeting in the future. In any case, it is
important to communicate to the population that the changes in other pro-
grams are appropriate and part of an overall reform and to inform them about
the total transfers (from all programs) to losers’ groups and not just those
from the TSA.
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Given the adopted compensation measures, it is recommended that the GoG
reconsider (1) the level of the coefficient for single pensioners in the needs index
as it seems to be too high for the objective and the prereform level; (2) the way
the energy subsidy is treated in the eligibility formula (for example, consumption
could be measured in watts, or the value of the subsidy could be added to
observed cost); and (3) regularly updating the value of the minimum subsistence
income in the PMT formula.

The Way Forward

The two next steps for Georgia are to (1) continue to revise the TSA for further
efficiency gains, in particular by aligning the compensation measures with the
objectives of the reform, and (2) move toward a comprehensive and efficient
system of social protection and labor. Once implementation is completed, this
revision of the TSA is expected to generate efficiency gains. It is always a good
practice to continue improving the management processes and the monitoring
of the program. In parallel, it is recommended that the government begin to
think of social protection as a system of programs and services and improve the
coordination (and design) of the TSA and other social programs and services
within this system. Later, once public employment services are fully developed
and job creation picks up in Georgia, further coordination between social assis-
tance and employment services should also be introduced. For example, most
European countries use the “rights and responsibility” approach, in which ben-
eficiaries of social assistance actively seek jobs and/or participate in retraining
programs with the objective of graduating from social assistance. Figure ES.6
shows the main recommendations along these two parallel tracks.

Continuing to Improve the TSA

The immediate need for the TSA is to reconsider the design of the compensation
measures. The recently adopted compensation measures have achieved the objec-
tive of reducing the number of single, nonworking pensioners who would have
been newly ineligible, at a cost of GEL 1.77 million. However, these measures
have introduced distortions from the results of the economic analysis. For exam-
ple, if the government is interested in supporting single, nonworking pensioners on
top of the Old Age Pensions, a different program could be introduced associated
with the TSA. Alternatively, the Old Age Pensions could be modified, introducing
a scheme of benefits associated with age cutoffs. In addition, the bias associated
with the measure of consumption of subsidized utilities needs to be adjusted.

In the medium term, the TSA should continue its commitment to periodically
revise the formula, for which data collection needs to be regularized. To embark
on the current reform of the TSA, an additional, tailored module needed to be
introduced to the IHS. This module collected the variables of the TSA declara-
tion form that are not part of the core household survey. In the future, it would
be valuable if this additional module is collected regularly, even every two years,
to ensure that the monitoring of the targeting formula becomes routine.
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Figure ES.6 Parallel Tracks to Continue Improving the TSA and to Build a Social Protection and
Labor System

Build a social protection and
labor system

Continue improving TSA

Note: IHS = Integrated Household Survey; TSA = Targeted Social Assistance.

Recent innovations in poverty measurement could be tested in the PMT for
mula to increase its fit. One of these is the use of small-area estimation models. To
overcome the shortfalls in poverty measurement coming from incomplete and
unreliable time series on consumption and price deflators, researchers in the field
have been working to estimate poverty predictions based on poverty correlates.
The methods that use small-area estimation techniques have produced pov-
erty estimates that matched observed data very well, when employing either non-
staple-food or nonfood expenditures or a full set of assets as predictors
(Christiaensen et al. 2012). In principle, it seems reasonable to think that these
techniques could be applied to the estimation of PMT formulas with equal success.
Moreover, these estimates could help to better measure the higher costs of living
in mountainous regions in a more accurate way, and could help to dissuade the
GoG from discontinuing the recently passed subsidy for residents of those areas.

Another active area in poverty measurement looks at multidimensional poverty
and might eventually be linked to targeting social assistance. Many countries are
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introducing multidimensional measures to track poverty (for example, Mexico)
and to articulate the policy dialog among several line ministries (Colombia). This
practice arises from the recognition that monetary poverty measures do not
always capture all the deprivations that households face (Alkire and Foster
2011). In spite of consumption theory predictions (Ravallion 2011), deprivations
in housing, health, education, and other fundamental aspects of life seem not to
fully be captured by the poverty head count nor the estimation of the PMT. The
multidimensional approach would require identifying verifiable measures that
could be associated with these dimensions of deprivations. Currently Mexico is
tackling this problem by developing a multidimensional measure of the PMT.
Although applying multidimensional poverty concepts to PMTs will not increase
targeting efficiency, it might be instrumental in linking various programs to one
targeting instrument, as will be discussed further. In the context of Georgia, this
could be worth exploring as some services (for example, health insurance and
free childcare) have become universal. It is critical to understand if the poor
population will have equal access to and use of these services, and if not, what
prevents them from benefiting. In this new environment, we wonder if the TSA
may have an additional role to play in improving targeting and coordination of
services and programs.

Finally, but not least, Georgia needs to continue work on improving manage-
ment processes. Outreach is very good; only 7 percent of households in the bot-
tom decile (and 19 percent of households in the second decile) are not registered
with the TSA. But communication about the aims of the program should be
better explained to the population to create adequate expectations from the
society. This could also increase the trust in the program. Once the implementa-
tion of the new formula is completed, it would be beneficial to repeat a satisfac-
tion survey among the poor similar to the one run by UNICEF in 2010. The
reform process envisaged revision of the administrative procedures and instruc-
tions and introduced a number of changes to the legal framework. Yet certain
issues were identified as requiring further work: lack of the human resources and
capacity in the departments responsible for overall monitoring and analysis of the
program performance, outdated classification of diseases, and special needs of the
population living near the border area, in particular those near conflict-affected
regions.

From a Social Assistance Program to a System of Social Protection

Going forward, Georgia could shift focus from an efficient social assistance pro-
gram to a comprehensive and efficient social protection system. Today, Georgia
covers its bottom 12 percent of the population with the TSA. However, half of
the population are registered in the TSA because other programs use the TSA
vulnerability score to target their beneficiaries. This raises many questions: Are all
these other programs reaching out to their intended beneficiaries by using the
vulnerability score of the TSA? Is there any coordination among them? Do they
jointly satisfy the needs of the population that the social protection system aims
to address? Is this the result of high mobility in and out of the program? Is there
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a better way to support families that move in and out of the TSA? These among
other questions still need to be tackled in Georgia.

Social protection systems can be an efficient tool with which to fight poverty
and inequality. Social protection systems provide a coordinated set of programs
and services that aim to maximize the impact in poverty alleviation and more
generally provide equal opportunities for all. The advantage of thinking of social
protection as a system is that it allows one to identify and reduce the vulnerabili-
ties across the life cycle.

A system approach helps to exploit coordination and synergies as much as
possible in order to have efficiency gains coming both from targeting and admin-
istration. In most countries, social protection programs are often fragmented and
uncoordinated. Fragmentation can create significant inefficiencies, undermining
the potential impact of social protection on building resilience and contributing
to human development. Isolated programs may be effective in addressing a par-
ticular issue but may lead to duplication or contradictory results if not coordi-
nated with other interventions in related sectors. More important, uncoordinated
programs usually result in overlapping objectives or parallel structures serving a
similar purpose. Initiatives not integrated into national structures and/or strate-
gies result in inefficient allocation of resources and have limited capacity to
benefit from economies of scale and be financially and politically sustainable in
the long term.

Moreover, fragmentation has implications in terms of limited and scattered
coverage, with high inclusion and exclusion errors, where those hardest to reach,
the poorest and most excluded, are not covered. In many instances, although
programs may have similar eligibility requirements for accessing benefits, limited
coordination of administrative and information systems (for example, shared
data of beneficiary lists and multiple targeting systems) reduce the likelihood of
beneficiaries being able to access available services. Weak referral systems and
limited awareness among staff about other programs and benefits become key
obstacles to children’s, families’, and communities’ access to essential benefits
and services.

However, the benefits need to be weighed against the risks, challenges, and
costs. First, there are risks of excessive centralization. A flaw of integrated systems
is that errors can quickly propagate across programs. For example, if there is a
single registry of beneficiaries for all programs and an individual is not included
in that registry, he or she may not have access to any benefit. This can serve to
exacerbate exclusion or segregation. Centralization can also limit entities” ability
to adapt effectively to the needs of particular regions or groups. Systems can be
less flexible in their ability to adapt to changing economic circumstances and to
react rapidly to crises. Second, there are costs of coordination, such as transaction
costs, given the involvement of various agencies or line ministries. Last, there are
the challenges arising from complex political economy issues.

UNICEF and the WBG have a common understanding of the key steps to
operationalizing a system approach to social protection. Rawlings, Murthy, and
Winder (2013) describe in detail how the social protection strategies of UNICEF
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and the World Bank are based on common ground. First, the movement toward
a more integrated system needs to be gradual and accompanied by sound analytic
work and relevant data to monitor progress. Second, the operationalization must
occur at different levels: policy, programs, and administration. At the policy level,
a government needs to define a long-term vision that aligns the social protection
system to broader political and economic goals of the country. This is usually
reflected in the national social protection strategy that defines goals and priorities
for the country, given the fiscal space and the socioeconomic context. At the
program level, the strategy focuses on integrating, harmonizing, and coordinating
programs to eliminate duplications, maximize synergies, and exploit interactions.
At this level, the coordination could and must go beyond programs delivered by
a single ministry or agency. Finally, at the administrative level, efforts should
facilitate the functioning of programs and services. For example, they should
focus on whether there has to be a single, unique social assistance registry, maybe
with a common targeting tool and a developed identity. A common identity not
only facilitates the administration but is fundamental for communication, for
building transparency, and for reducing information asymmetries. Monitoring
and evaluation of programs can also be coordinated to simplify the administra-
tion and the measurement of interactions.

Georgia has programs and services associated with the TSA targeting formula,
and thus a nascent system is already in place. Some of these programs and ser-
vices are provided at the national level, such as pro bono legal services; others are
provided by subnational governments, such as the services run by the municipal-
ity of Thilisi. Some have been made universal, such as the Medical Insurance
Program, preschool, and the provision of school books. However, the system is
not really developed. There are no consultative processes or coordination among
ministries, let alone with the civil society. One example of the lack of coordina-
tion of programs is the recently adopted Law on High Mountainous Regions that
delivers additional transfers (in various forms) to residents of such areas.

In Georgia there has not been, to our knowledge, a technical assessment of the
system of social protection and labor. While much is known about the TSA pro-
gram, less is known about the effectiveness of other social protection and labor
spending efforts to fight poverty and build human capital. Besides the TSA, the
rest of the social protection and labor spending (that constitutes 86 percent of
total social spending) goes to categorical programs.l! There are other subnational
programs that also use the TSA vulnerability score to target beneficiaries (see the
example of the municipality of Thilisi in chapter 1). However, there is no system-
atic information about them. As a result, Georgia’s spending in targeted programs
appears low relative to the region. In 2013, Georgia’s known spending in targeted
programs was 14 percent, while the average for the region was 35 percent.12

One option to tackle this problem is to structure the analysis using a supply-
and-demand of benefits and programs framework. The analysis of the demand of
services should start with a characterization of the target population of the system.
This includes creating a basic description of the risks and vulnerabilities for different
socioeconomic groups, in order to understand what the target population is. This is
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followed by the identification of specific risks and how they interact and an exami-
nation of common factors associated with specific risks, as well as their interactions.
The analysis of the supply starts by taking stock of programs and program features
existent in the country and investigating how they interact: what are the duplica-
tions and the complementarities? Once this is thoroughly done, policy makers can
design packages and add-ons (or layers) of programs to maximize efficiency.

Georgia has made strides with its TSA program and is now confronted with
the challenge of achieving the same level of success of this program in the social
protection and labor system to better serve the needs and aspirations of the
population. Georgia could start with various actions at the same time. On the
one hand we recommend that they consider developing a separate identity for
the social registration to be used by the system. This will help with budgetary
management, as the TSA currently does much more than what it has been
designed for. Several countries have moved toward building this identity by pro-
viding a name to the social registry, creating a logo, having information cam-
paigns, as already noted in figure ES.6. This identity also helps with the efforts to
maintain and further modernize one-stop shops where all social services are
provided. In addition to these very important process actions, and as with the
TSA, more analysis is needed in order to make evidence-based decisions.

Continuous improvement is praiseworthy, but a challenge resides in balancing
costs and benefits. Going forward, Georgia will benefit the most by tackling those
improvements that offer the biggest payoff. This report aims to help policy mak-
ers understand how much and where effort needs to be placed in continuing to
improve the TSA and in building a system of social protection.

Notes

1. Based on the Social Protection Expenditure and Evaluation Database (SPEED) for
Europe and Central Asia. Average calculated over 23 countries of Eastern Europe and
Central Asia. The countries are selected based on their data availability.

2. Chapter 2 discusses the various poverty measures of the GoG, UNICEF, and the
WBG.

3. Using a regression discontinuity econometric model, the authors compare the labor
market engagement of household members around the eligibility threshold of the
TSA. The results showed the presence of work disincentives for women. Women just
below the eligibility threshold were 7 to 11 percentage points less likely to work than
women just above it, in 2011. The reader interested in comparing performances across
countries can consult the multicountry report (World Bank 2015b). The details of the
analysis for Georgia are discussed in a background paper (World Bank 2015a).

4. Given the level of coverage (12 percent), it is correct to expect that about 8 percent
of those interviewed will not qualify for the program, and this is what was observed
in the survey (0.20 x 0.96 x 0.34 = 0.065).

5. The reform of the TSA that reviews the PMT formula has been included as a prior
action of the WBG Inclusive Growth Development Policy Operation.

6.In 2012 the Old Age Pension benefit ranged between GEL 110 and GEL 125,
depending on the age of the pensioner. In April 2013 it was leveled at GEL 125,

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2


http://dx.doi.org/10.1596/978-1-4648-0900-2

Executive Summary

independent of age. In September 2013 it rose to GEL 150 and in September 2015
to GEL 160. Notice that since the inflation rate between 2013 and 2015 was 9 per-
cent, the increase of 2015 in the Old Age Pension was not enough to catch up with
prices. Nevertheless, a transfer of GEL 160 is above the minimum subsistence level
estimated by GeoStat at GEL 150 and used as a reference point in the estimation of
the vulnerability score of the TSA.

7. The vulnerability score is normalized so a score of 100,000 corresponds to the subsis-
tence level for a healthy man of age 30-39 years.

8. As further discussed in chapter 3, the PMT formula is computed for four different
regions, taking care of the differential cost of living in these areas. Thus, no additional
support would be needed for residents of these areas, as they are more likely already
to qualify for the TSA program.

9. “Winners” and “losers” refer to the narrow definition that involves only the TSA
program.

10. The coefficient of the needs index before the revision was 1.3 for men and 1.22 for
women. The reduction of the needs coefficient for pensioners (not only single pensioners)
reflects the changes in prices of medicines with the introduction of universal health care.

11. Of total social spending, 7.4 percent went to the Targeted Medical Insurance Program
(TMIP) that is no longer in place in the country.

12. Average calculated using SPEED data and based on 23 Eastern European and Central
Asian countries.
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CBP
GDP
GEL
GeoStat
GoG
IDP

IHS
MoLHSA
OLS
PAE
PMT
PPP

SFC
SPEED
SRIS
SSA
TSA
UNICEF
WBG
WMS

Child Benefit Program

gross domestic product

Georgian lari

National Statistics Office of Georgia
government of Georgia

internally displaced person

Integrated Household Survey

Ministry of Labor, Health, and Social Affairs
ordinary least squares (regression)

per adult equivalent

proxy means test

purchasing power parity

special functioning contingent

Social Protection Expenditure and Evaluation Database (World Bank)
Social Registration Information System
Social Services Agency

Targeted Social Assistance

United Nations Children’s Fund

World Bank Group

Welfare Monitoring Survey
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CHAPTER 1

Introduction

Objective

At the end of 2013, the government of Georgia (GoG) began a technical review
of its main social assistance program: Targeted Social Assistance (TSA). When the
current administration took office in 2012, it made a promise to pay more atten-
tion to social issues in the country. The government needed to be convinced of
the efficiency and transparency of the TSA as a last-resort social assistance pro-
gram and to present it to its constituency. There was concern that too many poor
people were not covered by the TSA and, conversely, that too many nonpoor
were benefiting from it, therefore draining resources. The GoG was also worried
that the subjective elements of determining eligibility and the reliance on assets
that could be concealed in the eligibility formula were leaving room for abuses
of the system. Since then, Georgia took several steps to address these concerns:
(1) the technical features of the TSA were reviewed, (2) the administrative and
business processes of the program’s implementation were improved, and (3) new
legislation was passed. The latter modified the targeting formula and the scheme
of benefits of the TSA, and created a new targeted program: the Child Benefit
Program (CBP). Implementation of the TSA and the CBP started in June 2015,
and compensation measures were introduced in August 2015.

This report describes and assesses the TSA’s revision process and the technical
work behind it. It also provides an initial and basic set of recommendations for
the GoG in order to move toward building a comprehensive and efficient social
protection and labor system. This report documents and assesses the technical
work that led to the just mentioned policy actions. Such documentation is of
particular importance given the high turnover of officials (technical staff and
decision makers) working with the TSA during the reform period, resulting in
scant institutional memory. In addition, the report provides guidance about next
steps in light of the findings from the deep analytical work and the political
actions taken by the government.

The technical work was carried on by UNICEF and the World Bank Group
(WBG) in collaboration with the Ministry of Labor, Health, and Social Affairs
(MoLHSA) and the Social Services Agency (SSA) of the GoG. UNICEF initiated
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the collaboration with the GoG, and thus took the lead in the technical work
behind the revision of the proxy means test (PMT) used for targeting recipients
and the needs index (see chapters 3 and 4). The WBG came on board later and
took the lead on the analysis of distributional impact of the policy actions before
and after the introduction of compensation measures (see chapters 6, 7, and 9).
The pretesting of the TSA was led by UNICEF with input from the WBG
(chapter 8). This report is a joint effort of UNICEF and the WBG, and it reflects
the technical opinions only of the teams in both institutions.

The TSA program is the main instrument of the GoG to support consumption
in extremely poor households. The TSA budget is the third largest expenditure
item among total social spending in Georgia, after social pensions and education;
14 percent of total social spending goes to this program.! This is the main vehicle
through which to alleviate poverty in a country that spends relatively low
amounts by international standards on social protection and labor, although it is
not much less than the average spending in social protection of the countries in
the region. Georgia spends 1.2 percent of the gross domestic product (GDP) in
social assistance excluding social pensions, while the average for Eastern Europe
and Central Asia is 1.8 percent.2 In 2013, the TSA program lifted 6 percent of
the population out of extreme poverty, lowering the extreme poverty rate from
9.7 to 3.9 percent.

The TSA program targets the poor using a PMT formula. Introduced in 2006,
the TSA and the PMT were a means of increasing efficiency of social assistance
spending. The PMT mechanism was chosen as suitable for Georgia because
income from formal sources is a less accurate indicator of household welfare
given the high levels of informality in the country. Since 2006, many categorical
benefits have been phased out and gradually replaced by the TSA. For example,
households cannot receive the family allowance or the benefits for internally
displaced persons (IDPs) while they are receiving TSA support.

Compared to other social assistance programs in the region, Georgia’s TSA is a
reasonable performer in terms of targeting and a solid performer in terms of cover-
age of the bottom quintile of the population sorted by levels of well-being. However,
the TSA is one of the strongest programs in the region if targeting and coverage,
or poverty and coverage, are assessed jointly. In 2013, the TSA covered 12 percent
of households. In the same year, coverage of the bottom quintile of the population
was 48 percent (and of the bottom decile 71 percent); the benefit incidence was
53 percent. In general, it is easier to achieve good targeting in relatively small pro-
grams and easier to achieve higher coverage by tolerating weaker targeting accuracy.
Figure 1.1 shows that for the level of poverty, coverage, and targeting accuracy, the
TSA performs relatively better than programs of other countries in the region.

In spite of the several measures taken since the conception of the TSA to
continuously improve it, in 2013 it was time to proceed with a technical evalu-
ation of the formula. Various complementary and practical measures have been
taken over time to maintain the TSA’s efficiency. These include updating the
software, network, and hardware for business processes; rehabilitating offices;
simplifying procedures; and adjusting the level of benefits. On the technical side,
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Figure 1.1 Poverty Incidence and Benefit Incidence, Coverage in the Bottom Quintile, Georgia and
Regional Comparators
a. Poverty incidence b. Benefit incidence
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it is good practice to revisit the validity of PMT formulas every five years or so,
as patterns of consumption change and readjustments are needed. Given that the
PMT was updated only once, in 2010 (and not using all the relevant data), and
that the needs index was never reassessed, it was time to pay attention to these
technical aspects of the program.

Besides the need to improve the efficiency of the program, there were concerns
about weaknesses in the design that could allow households to “fool” the system.
It was believed that there were leakages and work disincentives in the program
that needed to be either disproved or addressed. As noted, there also were con-
cerns about households concealing goods in order to gain eligibility to the TSA
and that the subjective evaluations in the eligibility formula could be manipulated.
The evidence came from reports by social agents and by observations that the TSA
spiked in the months prior to elections (as will be seen later in figure 1.6). To bet-
ter understand the issue of work disincentives, the WBG with donor funding
recently analyzed the issue as part of a regional report on jobs.2 The study showed
that work disincentives were present in Georgia for women with underage chil-
dren living in rural areas, thus indicating that work disincentives were not embed-
ded in the TSA design. This enabled the GoG to focus on other sets of issues.

Generally, the reform of the TSA could be also perceived as a first step in the
development of a social protection and labor system. This system can be defined
as the comprehensive and articulated set of social policies and programs that sup-
port persons and families at different moments in their life in order to help them
cope with permanent and transitory risks and to escape poverty (World Bank
2015a). In Georgia there are smaller (mostly categorical) social programs, poli-
cies, and services directed toward vulnerable households, the whole population,
or parts of the country. For example, there is a birth subsidy that is offered to
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families giving birth to a third or subsequent children living in regions with nega-
tive population growth, and there are additional benefits for the pensioners in
high mountainous regions.* Many of these programs and services have positive
impacts on the well-being of the population. However, less is known about them
than is known about the TSA in terms of their effectiveness, the populations they
serve, the overlap of the groups of populations they target, and even the govern-
ment agency that is in charge of designing and implementing them.

In some instances, subnational governments provide additional social assistance
and deliver local services using the vulnerability score of the TSA. These programs
are diverse in scope, objective, and target population. For example, the municipal-
ity of Thilisi has a program that offers a basket of benefits such as the “communal
subsidy” for electric energy, cleaning, and water payments and provides additional
pecuniary transfers for families with a TSA vulnerability score below 70,000.
A different program offers free public transport to certain groups of residents
(doctors employed in municipal polyclinics, school teachers, and so forth).

A social protection and labor system exploits synergies and provides efficiency
gains. The coordination of programs avoids duplications, saves administrative
resources (by bundling services that go to a same group of beneficiaries), and
creates filters or layers of services that provide specific resources for distinct
groups. Also, the system serves to solve information asymmetries and to give
everybody knowledge of his or her rights and opportunities. Another by-product
of having a system is that the Ministry of Finance can have more tools for better
budgeting of social expenses, as the system can more accurately provide a ceiling
value of social spending.

Linking social assistance to labor markets should wait until job creation picks
up and public employment services are fully developed. It has already been
pointed out that the next natural step for Georgia is to link the TSA to the labor
market (World Bank 2012). However, unlike many other countries, Georgia did
not have any labor market policy until very recently. Georgia does not have unem-
ployment insurance or a binding minimum wage, and the public employment
services were fostered in just the recent past. For instance, the current web portal
for registration of job seekers—Worknet—was introduced only in 2013, and it has
only one functionality: registration of job seekers and vacancies by employers. It is
still used minimally, especially among employers, relative to the magnitude of the
unemployment rate. Moreover, linking social assistance to labor outcomes requires
the adoption of a formal definition of unemployment from the government, some-
thing that still needs to happen in Georgia. Last but not least, it is critical to have
a dynamic labor market with solid job creation in order to tie benefits to job seek-
ing, and this still needs to materialize in Georgia. The timid pickup in job creation
during 2014 is not enough for the country to embark on costly reforms of uncer-
tain payoff. Moreover, additional analysis of the employment and employability
characteristics of TSA beneficiaries needs to be conducted.

The objective of this publication is to assess the reform process and the
technical work behind it, and to provide an initial set of recommendations for
the government in order to move toward building a comprehensive and efficient
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social protection and labor system. The remainder of this chapter provides some
context on the TSA and briefly describes what the reform consists of. The rest
of the report is organized following the sequence of events and policy actions
taken by the GoG. The second chapter presents the data used and discusses
some of the definitions, as the three parties involved in this process work with
different definitions, in particular when it comes to poverty measurement. In the
third chapter, the revision for the consumption index (PMT estimate) is dis-
cussed, and the fourth chapter discusses the needs index. Chapter 5 presents the
new structure of benefits and other aspects of the reform. Chapters 6 and 7
delve deeper and describe the “winners” and “losers” of the TSA and the CBP,
using a distributional analysis. Winners and losers will be narrowly defined as
newly eligible or newly ineligible persons to the TSA program or those who gain
and lose in terms of the transfers of the TSA and the CBP. This discussion,
though informative, is not complete; it is preferable in these cases to take into
account the total transfers from all programs and services, not only the program
in question. Chapter 8 describes the pretesting of the PMT formula. Chapter 9
evaluates the compensation measures introduced in August 2015 to diminish
the number of losers. Finally, the last chapter discusses future policy options
related to the TSA and options for moving toward strengthening the system of
social protection and labor. Each chapter concludes with a summary of the main
messages discussed.

The Targeted Social Assistance Program circa 2013

Georgia has a wide range of social protection programs. These encompass the
TSA, pensions, disability, and child and foster care programs among others. In
2013, government expenditure earmarked for social protection was slightly
above 6 percent of Georgia’s GDP, or close to 20 percent of overall government
expenditure. The majority of this budget went to noncontributory pensions
(4.8 percent of GDP, which is four times larger than the spending earmarked for
other social assistance programs). In total, the TSA program encompassed about
13 percent of Georgia’s social protection budget in 2013. Figure 1.2 presents an
overview of budget allocations toward social protection in Georgia and other
countries in the region. Figure 1.3 breaks down Georgia’s 2013 social protection
budget into the various programs.

The current administration has committed itself to improving social sector
outcomes, including in health and education. These sectors were severely under-
funded in 2013, especially when compared to other countries. Health has expe-
rienced major reforms with the introduction of universal health care. The budget
of universal health care increased from GEL (Georgian lari) 70 million in 2013
to GEL 338 million in 2014, with a planned budget of GEL 470 million in 2015.
The expenditure on universal health is one-third of the expenditure on noncon-
tributory Old Age Pension (which was about 7 percent in 2013). Similarly, the
state expenditure on education rose, even when the spending on free universal
preschool is not taken into account.>
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Figure 1.2 Social Protection Spending in Select Eastern European and Central Asian Countries

Tajikistan 2011
Kosovo 2013
Kazakhstan 2012
Azerbaijan 2011
Armenia 2012
Georgia 2013
Albania 2013

Bosnia and Herzegovina 2009
Turkey 2013

Poland 2012
Macedonia, FYR 2011
Latvia 2012

Kyrgyz Republic 2011
Belarus 2012
Moldova 2010
Bulgaria 2013

Estonia 2011

Croatia 2012
Lithuania 2009
Montenegro 2013
Serbia 2013

Romania 2010
Ukraine 2011
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Percentage of total social protection and labor expenditure

W Social assistance without social pensions Labor market
H Social/noncontributory pension [ Social insurance

Source: Social Protection Expenditure and Evaluation Database (SPEED; World Bank).

The TSA has been constantly revised since 2006 and has had its benefit
amounts updated. Households apply to the unified database for socially vulner-
able families under the SSA, and social agents visit the households to assess and
verify their vulnerability status. As of June 2015, more than half of the families
of the country had applied to the TSA and were registered in the database (about
43 percent of the total population). However, only 10 percent of the population
and 12 percent of families qualified for the cash benefit.® Until January 2009, the
first family member in qualifying households received GEL 30 and each subse-
quent member received GEL 12. In 2009, while the first family member benefit
remained unchanged, the benefit for each subsequent family member was dou-
bled to GEL 24 (SSA 2011). In July 2013, the cash benefit amount was raised
again—doubled for every family member. The first family member started
receiving GEL 60 and each subsequent member GEL 48.Z See figure 1.4 for the
evolution of these TSA indicators.

In 2013, there was also an increase of the proportion of recipients in the
bottom quintile and a reduction of recipients in the upper half of consumption
distribution. UNICEF’s Welfare Monitoring Survey of 2013 showed that the
TSA increased the proportion of its recipients in the bottom quintile among all
recipients from 54 percent to 72 percent. This improvement was probably due
to improvements in the administration of the program. For instance, the SSA has
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Figure 1.3 Primary Government Social Spending as a Percentage of GDP, 2013
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Figure 1.4 TSA Indicators, 2008-14
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taken seriously the reassessment of families to ensure there are no inclusion
errors. In addition, it has reduced the proportion of households in the upper half
of the consumption distribution to 12 percent (see figure 1.5).

The TSA program seems to adjust quickly to a changing environment, register-
ing beneficiaries in and out of the program. This gives dynamism to the static PMT
but raises concerns about its manipulation. In February and March 2013, the
coverage of the program decreased substantially by 113,708 beneficiaries.
From April to June of that year, the program was enlarged by 39,468 beneficiaries
(see figure 1.6).2 These flows in and out of the program could mirror poverty
dynamics, as households are very likely to move around the poverty line (World
Bank 2014), but more research would be needed to corroborate this hypothesis.

Figure 1.5 TSA Coverage of Households, 2009-13
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Source: Welfare Monitoring Survey rounds 2009, 2011, and 2013.
Note: Pre-TSA consumption deciles. Consumption aggregate measured according to UNICEF definition. For
details on the definitions, see chapter 2 and “Glossary.” TSA = Targeted Social Assistance.

Figure 1.6 TSA Beneficiaries by Month, 2010-15
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Notice there are spikes in the number of beneficiaries in the months before elec-
tions (marked by the vertical lines). This fact has fed the doubts about the manip-
ulation of the program, in particular by the subjective assessments. Moreover, TSA
coverage varies substantially across regions, as expected from a country with
poverty unevenly distributed across its landscape. Map 1.1 shows the coverage of
the TSA across regions in Georgia, and chapter 2 includes a description of regional
poverty incidence, jointly with the discussion on measurement.

The improvement of the TSA targeting, coupled with the increase in the
benefit size, made the TSA scheme more effective in lifting populations out of
extreme poverty. As a result of the increase of the TSA benefits in 2013,
the program has become approximately 60 percent more effective in lifting the
population out of extreme poverty, as compared to 2011. Table 1.1 shows the
percentage point difference between the poverty incidence with and without
TSA and indicates an important jump in 2013 toward greater efficiency.

Map 1.1 TSA Coverage by Region
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and Kvemo Svaneti
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Note: Administrative data percentages are calculated using official National Statistics Office of Georgia (GeoStat) population data for 2013-14,
which assumes 4.5 million people and 1.167 million households in Georgia. Estimations for this map are based on the sampling weights that

GeoStat uses and assumes 3.63 million people and 1.022 million households. TSA = Targeted Social Assistance.

Table 1.1 Extreme Poverty Incidence with and without TSA, 2009-13

2009 2011 2013
With TSA 9.9 9.1 3.9
Excluding TSA 13.6 12.7 9.7
Percentage point effect 3.7 3.6 58

Source: Welfare Monitoring Survey.

Note: Weighted data at population level. Poverty incidence is measured using the US$1.25 per adult
equivalent (PAE) a day poverty line and the welfare aggregated as measured by UNICEF. TSA =Targeted
Social Assistance.
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Despite these important efficiency gains, the TSA program continues to seek
improvements, as poor families with children are less likely than poor families
without children to be eligible for the TSA. Children and families with children
are overrepresented in the lowest consumption deciles. Despite the overall
improvements in terms of economic growth and the expansion of cash transfer
programs, these groups are less likely to qualify for TSA benefits than equivalent
childless households. Coverage of childless households is always higher than
coverage of households with children (figure 1.7). Around 8 percent of childless
households fall into the first decile and 74 percent of those are covered by the
TSA. At the same time, around 13 percent of households with children fall in the
first decile and only 71 percent of those are covered by the TSA. For those in
deciles 2 through 4, coverage of households with children is half of that of house-
holds without. Evidently, households with children have a more difficult time in
qualifying for the TSA scheme. At the same time, the major driver of the inclu-
sion error are households without children. Even though about 30 percent of

Figure 1.7 Distribution of Households with and without Children and TSA Coverage by Decile, 2013
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Source: \Welfare Monitoring Survey 2013 (http://data.unicef.ge/en/datasets/2013-welfare-monitoring-survey).

Note: Pre-TSA PAE consumption deciles are shown. Consumption aggregate is measured according to the UNICEF definition. See chapter
2 and “Glossary." The numbers at the bottom of each bar indicate the percentage of total households in that decile that have children.

For example, in the first decile 74 percent is the percentage of households without children that receive TSA and 71 percent is the
percentage of households with children that receive TSA. The sum of the height of the blue bars across deciles gives you the total
population without children (100%), and the sum of the orange bars across deciles gives you the total percentage of covered families
without children (15%). Similarly, the sum of the height of the green bars across deciles gives you the total population with children. The
sum of the white bars across deciles gives you the percentage of families with children covered by TSA (13%). HH = households; PAE = per
adult equivalent; TSA = Targeted Social Assistance.
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poor households with and without children are covered by TSA (8.8 percentage
points out of 27.6 percent and 5.4 percentage points out of 18.4 percent, respec-
tively), the coverage of nonpoor households (inclusion error or leakage) is more
than twice as high in households without children (9.1 percentage points out of
81.7 percent versus 3.8 percentage points out of 72.4 percent, respectively, and
this difference is statistically significant).

Some improvements to the coverage and targeting of the program could be
achieved by improving outreach and decreasing the inclusion errors in the higher
deciles. Almost 20 percent of households in the first decile of the consumption
per adult equivalent (PAE) distribution received PMT scores that were too high
to qualify for TSA (that is, scores greater than 57,000),2 and only 8 percent were
not registered (see figure 1.8). The coverage of the second decile is 24 percent,
which could have been a good indicator if all 100 percent of the first decile was
covered and considering overall coverage of the program was 12 percent. For
households in the second and third deciles of the consumption PAE distribution,
more than 50 percent had too high of PMT scores.l? At the same time, over
20 percent of households in the second and more than 35 percent of households
in the third decile were not registered in the database. Again, this shows that
there is still room for improving the outreach of the program.

Incomes of households in the bottom 40 percent do not vary between those
who qualify for TSA and those who are above the threshold but still vulnerable.
Figure 1.9 shows household income by consumption decile for two groups of
households: (1) households with a reported vulnerability score below 57,000
who were eligible to receive the TSA and (2) households with a reported score

Figure 1.8 Percentage of Families per Group of TSA Score and Consumption Decile, 2013
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Note: Pre-TSA PAE consumption deciles are shown. Consumption aggregate is measured according to the UNICEF definition. See chapter 2

and “Glossary. The distance (percentage) that is missing until 100 represents the households that are not registered in the TSA program.

PAE = per adult equivalent; TSA = Targeted Social Assistance.
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Figure 1.9 Income per Adult Equivalent for TSA-Eligible and TSA-Vulnerable
Households, 2013
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Note: Pre-TSA PAE consumption deciles are shown. Consumption aggregate is measured according to the
UNICEF definition. See chapter 2 and “Glossary!” GEL = Georgian lari; PAE = per adult equivalent; TSA = Targeted
Social Assistance.

between 57,000 and 100,000, who were not eligible to receive the transfer but
nevertheless are vulnerable. If the PMT had more accurately estimated house-
hold income, the income of TSA-vulnerable households would be well above
income of TSA recipient households. This is more or less true in the four top
consumption deciles. Nonetheless, households in the bottom forty of the wel-
fare distribution who apply for TSA and are rejected might not be much dif-
ferent from those who are accepted. This suggests a high concentration of
population around the qualification cutoff. When the consumption decile is
held constant, a household qualifying for the TSA scheme might be in similar
need of support as a household who is rejected. Even at the upper edge of the
consumption distribution (upper 40 percent of distribution), the average
household scoring below 57,000 barely manages to avoid having income PAE
below the monthly subsistence minimum.

The Reform in a Nutshell

Early in 2014, the GoG started to work closely, first, with UNICEF and, later,
with the WBG on the technical assessment of the TSA and its translation
into policy actions. Since then, UNICEF and the WBG have been providing
technical and financial assistance to the MoLHSA and the SSA.L Most of
the technical assistance consisted of analyses that enabled the technical
teams and high-level government officials to make decisions about the
design of the TSA and the introduction of the CBP. Figure ES.2 (in the
“Executive Summary”) summarizes the milestones of the policy dialog
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among the institutions and how the GoG used the technical outputs to
design and implement the five elements of the reform already mentioned. By
the end of 2015, the GoG had completed the technical revision, initiated
implementation, and introduced compensation measures. The plan of the
SSA is to reassess about a twelfth part of the registry each month to com-
plete the process in a year’s time or by the end of 2016. The following para-
graphs describe the salient messages coming from each piece of the technical
work and how the technical work fed the policy actions.

The objective of the government was to validate and improve the effective-
ness of the TSA. In particular, the GoG wanted to (1) minimize inclusion and
exclusion errors associated with the program, given the changing economy;
(2) remove from the PMT formula easily concealable durable goods, as there was
a belief that households were indeed concealing them in an effort to be eligible
for assistance; (3) include new easily verifiable and potential income-generating
items; (4) reduce the total number of variables used in the PMT formula; and (5)
remove from the PMT formula the subjective assessment by the social agents.

This technical assessment led to a reform of the TSA program and the
introduction of the CBP. Thus, this reform comprised five elements: (1) update
of the PMT formula that gives place to the consumption index; (2) update and
simplification of the needs index; (3) establishment of a new benefit structure
that varies with the vulnerability score; (4) revision of the calculation of total
household transfer depending on household demographic composition; and
(5) introduction of an associated program: the CBP. In the rest of this report,
elements 1-4 will be referred to as the TSA reform and elements 1-5 as
the reform package, or TSA+CBP. In addition, compensation measures to reduce
the unavoidable harming effects of the reform were introduced in August 2015.

The reform package, TSA+CBP, is expected to further contribute to
reducing extreme poverty, and in particular child poverty. Specifically,
through this package the SSA seeks to better target TSA benefits to the poor,
increase investment in the human capital of children, and redirect some
funds to better protect vulnerable groups who may be relatively better off
but still experience significant risk of slipping below the poverty line and
who are considered poor according to absolute poverty lines set for the
region. Although it is difficult to have large efficiency gains with a program
like the TSA that is already well targeted, there is always scope for improve-
ment. At a minimum, the revision of the PMT of the TSA is expected to help
maintain the targeting performance of the TSA. Marginal gains are also
expected, especially in the second decile—partially covered by the TSA—
contributing to a reduction in poverty incidence. In addition, given that poor
families without children were more likely to be in the TSA than families
with children, this revision of the PMT was an opportunity to address this
bias and reduce child poverty. For example, using the US$2.50 per day per
capita poverty line, 36 percent of the population was poor in 2013 (World
Bank 2015b). In addition, the national average disguises the important varia-
tions across the country, with rural poverty almost doubling urban poverty
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(46.1 and 25.6 percent, respectively, for 2013), which calls attention to the
need for updates in the eligibility formula.12

Periodic updates to the PMT formula help maintain the targeting efficiency of
PMT-based poverty-targeted schemes. Over the years, consumption patterns
change in response not only to income growth in the country (some goods
become accessible to the whole population) but also to technological or norms
changes. For example, mobile devices are no longer considered luxury items.

As a by-product, this revision of the PMT formula seeks to enable smaller
gains that facilitate the administration of the program, its transparency, and its
evaluation. For example, simplifying some of the variables that enter in the PMT
formula could help to add transparency to the implementation and eliminate
some of the concerns about its level of effectiveness. Also, the formula tradition-
ally included the subjective evaluation by social agents. While this was well
intentioned when introduced, it was not clear how effective it was in improving
the targeting efficiency, and so it has been removed.

Revisions to the benefit structure aimed to promote a more pro-poor distribu-
tion of benefits by extending higher per capita benefit amounts to the poorest
households. This staggered benefit structure also is expected to contribute to
reducing work disincentives as the marginal tax rate of taking a job at the cost of
losing program eligibility becomes lower.13 One caveat and usual criticism to this
type of structure is that the PMT is never accurate enough to generate signifi-
cantly different brackets to differentiate groups of the population. One alterna-
tive to this method of differentiating the size of the transfer is to introduce layers
of benefits, as further discussed in chapter 10. In addition, the equalization of the
benefits for each member of the household reduces the incentive for artificial
division of the households.

The newly introduced benefit structure responded to clear parameters
established by the government. The new cutoffs for the revised benefit structure
are in accordance with the following requests set by the GoG: (1) households
scoring below 57,000 should continue to receive the same amount, (2) total
population coverage should not be decreased, (3) total monthly budget of the
TSA should not be increased substantially, and (4) all household members should
receive equal amounts. One key concern of the SSA is to maintain a healthy
system without work disincentives. A sound study using a reliable econometric
methodology revealed that the TSA generated only small work disincentives for
women with young children living in rural areas.!* The work disincentives of this
group are more likely to be minimized with support for childcare and flexible,
family-friendly work schedules rather than by changing the design of the TSA.

Furthermore, the revised benefit structure took into account the introduction
of another program: the CBP, which consists of an additional transfer of GEL 10
per child under 16. The CBP has a higher eligibility threshold than the TSA,
resulting in increased coverage of the vulnerable. This benefit is intended as an
additional protection for households that move in and out of poverty or that
would be considered poor using absolute poverty lines determined by the World
Bank. (Figure 2.5 in chapter 2 shows significant mobility prevailing in Georgia.)
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Table 1.2 Distribution of New TSA and CBP Beneficiaries

TSA only CBP only TSA+CBP
Vulnerability score Percent Cumulative (%) Percent Cumulative (%) Percent  Cumulative (%)
0-30,000 20.60 20.60 13.85 13.85 12.29 12.29
30,001-57,000 54.80 75.40 2427 38.12 32.70 44.99
57,001-60,000 9.18 84.58 4.32 42.44 5.48 50.47
60,001-65,000 15.42 100.00 5.23 47.67 9.20 59.67
65,001-100,000 0 100.00 52.31 100.00 40.32 100.00
Over 100,000 0 100.00 0 100.00 0 100.00

Source: Government of Georgia, Resolution No. 758, December 31, 2014.
Note: Households are sorted by TSA score before the introduction of compensation measures. Table A.2 (appendix A) shows the distribution as a
percentage of the total population. CBP = Child Benefit Program; TSA = Targeted Social Assistance.

In this way, the package serves to avert perpetuating poverty effects in future
generations. Table 1.2 shows the distribution of households by vulnerability score
and program eligibility.

Finally, to minimize the number of newly ineligible TSA beneficiaries the
government introduced compensation measures. The distributional analysis
identified single nonworking pensioners as one of the groups that would lose
eligibility in the TSA. It is worth mentioning that the number of nonworking
pensioners would have gone down due to revisions in the pension amount
accounted in the formula, and not by changes in the formula per se. To mini-
mize the impact of the reform on these pensioners, the government increased
the coefficient of the needs index for this sociodemographic group. The incre-
ment undoes the reduction that was estimated based on the changes in the
prices of goods consumed by single pensioners (mostly due to the adoption of
universal health care covering medicines) and further increases it. Clearly, the
compensation measure achieved its objective. Nevertheless, and as is further
discussed in chapter 9, compensation measures should be reexamined based on
additional analyses of their fiscal sustainability and alignment with the objec-
tives of the reform and the other transfers received by this group.

Summary

Established in 2006, the TSA program has been constantly revised and has had
its benefit amounts updated. In 2013, the improvement of the TSA targeting,
coupled with the increase in the benefit size, made it more effective in lifting
populations out of extreme poverty. Yet the program continues to seek improve-
ments in order to keep the PMT up to date in terms of correlates with changing
consumption patterns and as poor families with children are less likely than poor
families without children to be eligible for the TSA. The program also witnessed
constant changes of beneficiaries over time that can be explained by high move-
ment of families across the consumption quintiles; the program was able to
capture the well-being of a family only at a particular moment in time. It is worth
mentioning that the households that did not qualify for TSA in 2013 were not
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necessarily well off or much different from the households that did qualify. The
incomes of households in the bottom 40 percent of the welfare distribution did
not vary between those who qualify for TSA and those who are above the thresh-
old but still vulnerable. All these suggest the need to (1) refine the TSA program
further and (2) develop additional safety nets to support vulnerable families, and
in particular children.

Periodic updates to the PMT formula are part and parcel of running a PMT-
based poverty-targeted scheme. In addition, the GoG was interested in validating
the efficacy and transparency of the program. The major priorities of MoLHSA
and SSA for refining the PMT were to (1) improve leakage and undercoverage
results, (2) remove the easily concealable durable goods from applications,
(3) include easily verifiable and potential income-generating items, (4) reduce
the total number of variables used, and (5) remove the subjective assessment of
social workers.

The package of TSA reforms comprised five elements: (1) update of the PMT
formula that produces the consumption index, (2) update of the needs index,
(3) establishment of a new benefit structure that varies with the vulnerability
score, (4) revision of the calculation of total household transfer depending on
household demographic composition, and (5) introduction of an associated pro-
gram: the CBP. Revisions to the benefit structure aim to promote a more pro-
poor distribution of benefits by extending higher per capita benefit amounts for
the poorest households. These changes were followed by compensation measures
to minimize the undesirable consequences of the package, at least in the short
run. The introduction of the CBP, which consists of an additional transfer of GEL
10 per child under age 16, is an additional protection for households who move
in and out of poverty or who would be considered poor using the absolute pov-
erty line as a way to avert perpetuating poverty effects in future generations.

The introduction of the CBP can also be perceived as a first step toward a
comprehensive and efficient social protection and labor system. Little is known
about how different programs and services in Georgia complement and substi-
tute for each other. Although the total spending in social assistance and labor is
not large relative to other countries in the region, there seems to be no or little
coordination among programs. However, at the same time, and based in the fact
that about half of the population of the country registers with the TSA when
only 12 percent benefit from this program, it can be presumed that some of these
other programs—even at different government levels—use the TSA vulnerability
score to target beneficiaries.

This report recommends that the GoG move toward building a compre-
hensive and efficient system of social protection and labor. The final chapter
of this report briefly delineates the main principles that underlie the building
of systems, based on the common understanding of systems by UNICEF and
the WBG (Rawlings, Murthy, and Winter 2013). Further analysis is needed to
thoroughly describe the demand of programs and services by the population
of Georgia. At the same time, the analysis should take stock of the programs
and services currently offered by the GoG.
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Notes

1. Based on the estimates for the years 2009 to 2015.

10.

11.

12.

13.

14.

. Based on the Social Protection Expenditure and Evaluation Database (SPEED) for

Europe and Central Asia. The average is calculated over 23 countries of Eastern
Europe and Central Asia. The countries are selected based on their data availability.

. Using a regression discontinuity econometric model, the authors compared the labor

market engagement of a household’s members around the eligibility threshold of the
TSA. The results showed the presence of work disincentives for women. Women just
below the eligibility threshold were 7 to 11 percentage points less likely to work than
women just above it, in 2011. The reader interested in comparing performances across
countries can consult the multicountry report (World Bank 2015e). The details of the
analysis for Georgia are discussed in a background paper (World Bank 2015d).

. The government gives additional GEL 30 to old age pensioners in Svaneti, for

example.

. The provision of preschool service is decentralized and it is hard to estimate the total

budget.

. The population size is updated to the most recent census data’s preliminary findings.

The total population of the country has changed from 4.5 million to 3.7 million.
Retrieved from the SSA and National Statistics Office of Georgia (GeoStat) web pages.

. UNICEF 2014.
. SSA administrative data, actual transfers to beneficiary households.

. The “unknown” category in figure 1.8 refers to the families who are registered in the

database and do not know their exact score but whose scores are too high to be

eligible for the benefit.

According to the Survey of Barriers to Access to Social Services (UNICEF and USAID
2011), among the reasons for not applying for TSA benefits, the major disincentives
are suspicion about the accuracy of the evaluation (33 percent) and lack of awareness
about where to submit the application (24 percent).

The portion of the reform of the TSA that reviews the PMT formula was included as
a prior action in the WBG Inclusive Growth Development Policy Operation.

Also using the US$2.50 a day absolute poverty line. As explained in chapter 3, the
PMT formula is estimated for four regions, thus the reestimation of the status quo
model as well as this revision take care of changes in consumption patterns in rural
and urban areas.

Work disincentives in Georgia are present only among certain groups of the popula-
tion: mostly women with young children living in rural areas (Santos et al. 2015 using
a regression discontinuity approach). More information about how to measure work
disincentives as a tax wedge can be found at OECD (2005).

Santos et al. (2015) analyze the impact of the TSA program on individual’s labor
market decisions. Using a tailored survey of approximately 2,000 households chosen
based on administrative data and around the eligibility threshold and a regression
discontinuity identification strategy, the results suggest that the TSA program indeed
generates work disincentives around the threshold, although these disincentives are
concentrated among women. On average, women who receive TSA are 9 to 11 per-
centage points less likely to be economically active than women who live in house-
holds that do not receive the transfer. The disincentives’ effects are larger for women
who are not married and have children that are school-aged.

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2

17


http://dx.doi.org/10.1596/978-1-4648-0900-2

18

Introduction

References

OECD (Organisation for Economic Co-operation and Development). 2005. “Increasing
Financial Incentives to Work: The Role of In-Work Benefits.” In OECD Employment
Qutlook, chap 3. Paris: OECD. https://www.oecd.org/els/emp/36780865.pdf.

Rawlings, Laura, Sheila Murthy, and Natalia Winder. 2013. “Common Ground: UNICEF
and World Bank Approaches to Building Social Protection Systems.” Social Protection
and Labor Policy Note 15, World Bank, Washington, DC.

Santos, 1., B. Kits, A. Isik-Dikmelik, and O. Smith. 2015. The Impact of Targeted Social
Assistance on Labor Market in Georgia. World Bank Report 98707. Washington, DC:
World Bank.

SSA (Social Services Agency of Georgia). 2011. Annual Report 2011. Thilisi.

UNICEF. 2012. Georgia: Reducing Child Poverty: A Discussion Paper. Thilisi, UNICEF.
http://unicef.ge/uploads/UNICEF_Child_PovertyENG_web_with_names]1.pdf.

. 2014. The Well-Being of Children and Their Families in Georgia: Georgian Welfare
Monitoring Survey, Third Stage 2013. Thilisi, UNICEF. http://unicef.ge/uploads
/WMS_2013_eng.pdf.

. 2015. Reducing Child Poverty in Georgia: A Way Forward. Thilisi, UNICEF. http://
unicef.ge/uploads/UNICEF_Poverty_Paper 2015_ENG_FINAL_.pdf.

UNICEF and University of York. 2010. How Do Georgian Children and Their Families Cope
with the Impact of the Financial Crises? Report on the Georgia Welfare Monitoring Survey,
2009. Thilisi, UNICEEF. http://unicef.ge/uploads/en_How_do_Georgian_children_and
_their_families_cope_with_the_impact_of_the_financial_crises_-_Report_on_the
_Georgia_Welfare_Monitoring_Survey_2009_-_english_version.pdf.

UNICEF and USAID. 2011. “Survey of Barriers to Access to Social Services: Georgia
2010.” Thilisi, UNICEF. http://unicef.ge/uploads/Survey_of_Barriers_to_Access_to
_Social_Services._Georgia_2010_eng.pdf.

UNICEF, USAID, and University of York. 2012. The Well-Being of Children and Their
Families in Georgia: Welfare Monitoring Survey, Second Stage, 2011. Thilisi, UNICEF.
http://unicef.ge/uploads/WMSFinal_final_Copy_for_web_1_USAID.pdf.

Welfare Monitoring Survey. 2013. UNICEF. http://data.unicef.ge/en/datasets/2013
-welfare-monitoring-survey.

World Bank. Various years. SPEED (Social Protection Expenditure and Evaluation
Database) for Europe and Central Asia. World Bank, Washington, DC.

. 2012. Georgia—Public Expenditure Review: Managing Expenditure Pressures for
Sustainability and Growth. Washington, DC: World Bank. https://openknowledge
.worldbank.org/handle/10986/12315.

. 2014. Georgia Public Expenditure Review: Diagnostics of Public Investment
Management System. Washington, DC: World Bank. https://openknowledge.worldbank
.org/handle/10986/19302.

. 2015a. “Avanzando hacia sistemas de protecciéon social y trabajo en América
Latina y el Caribe.” Social Protection and Labor Global Practice, Latin America and
Caribbean Region, World Bank, Washington, DC.

. 2015b. “Georgia Poverty Assessment: Poverty Reduction and Shared Prosperity
since the Crisis.” Note prepared under the FY15 South Caucasus Programmatic
Poverty Assessment (P151474), World Bank, Washington, DC.

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2


http://dx.doi.org/10.1596/978-1-4648-0900-2
https://www.oecd.org/els/emp/36780865.pdf
http://unicef.ge/uploads/UNICEF_Child_PovertyENG_web_with_names1.pdf
http://unicef.ge/uploads/WMS_2013_eng.pdf
http://unicef.ge/uploads/WMS_2013_eng.pdf
http://unicef.ge/uploads/UNICEF_Poverty_Paper_2015_ENG_FINAL_.pdf
http://unicef.ge/uploads/UNICEF_Poverty_Paper_2015_ENG_FINAL_.pdf
http://unicef.ge/uploads/en_How_do_Georgian_children_and_their_families_cope_with_the_impact_of_the_financial_crises_-_Report_on_the_Georgia_Welfare_Monitoring_Survey_2009_-_english_version.pdf
http://unicef.ge/uploads/en_How_do_Georgian_children_and_their_families_cope_with_the_impact_of_the_financial_crises_-_Report_on_the_Georgia_Welfare_Monitoring_Survey_2009_-_english_version.pdf
http://unicef.ge/uploads/en_How_do_Georgian_children_and_their_families_cope_with_the_impact_of_the_financial_crises_-_Report_on_the_Georgia_Welfare_Monitoring_Survey_2009_-_english_version.pdf
http://unicef.ge/uploads/Survey_of_Barriers_to_Access_to_Social_Services._Georgia_2010_eng.pdf
http://unicef.ge/uploads/Survey_of_Barriers_to_Access_to_Social_Services._Georgia_2010_eng.pdf
http://unicef.ge/uploads/WMSFinal_final_Copy_for_web_1_USAID.pdf
http://data.unicef.ge/en/datasets/2013-welfare-monitoring-survey
http://data.unicef.ge/en/datasets/2013-welfare-monitoring-survey
https://openknowledge.worldbank.org/handle/10986/12315
https://openknowledge.worldbank.org/handle/10986/12315
https://openknowledge.worldbank.org/handle/10986/19302
https://openknowledge.worldbank.org/handle/10986/19302

Introduction

. 2015c. Georgia Public Expenditure Review: Selected Fiscal Issues. Washington, DC:
World Bank. https://openknowledge.worldbank.org/handle/10986/22259.

. 2015d. The Impact of Targeted Social Assistance on Labor Market in Georgia:
A Regression Discontinuity Approach. Washington, DC: World Bank. https://
openknowledge.worldbank.org/handle/10986/22502.

. 2015e. Promoting Labor Market Participation and Social Inclusion in Europe and
Central Asia’s Poorest Countries. Washington, DC: World Bank. https://openknowledge
.worldbank.org/handle/10986/22501.

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2

19


http://dx.doi.org/10.1596/978-1-4648-0900-2
https://openknowledge.worldbank.org/handle/10986/22259
https://openknowledge.worldbank.org/handle/10986/22502
https://openknowledge.worldbank.org/handle/10986/22502
https://openknowledge.worldbank.org/handle/10986/22501
https://openknowledge.worldbank.org/handle/10986/22501




CHAPTER 2

Data and Definitions

Introduction

Important challenges in the effort to revise the Targeted Social Assistance (TSA)
program were filling in data gaps, reconciling differences arising from various
data sources, and addressing the discrepancies in the definitions of key variables
and measures among all institutions involved. This chapter explains how the
team addressed these issues and makes explicit the data sources and definitions
used in the rest of the report, being candid about the costs and benefits of the
compromises made.

Data

The first problem to tackle was data availability, because none of the existent
sources included information on both consumption and the household decla-
ration variables retrieved in the TSA registry. The helpful but limited data
sources comprised administrative social assistance records, the Welfare
Monitoring Survey (WMS) conducted by UNICEF, and the Integrated
Household Survey (IHS) collected by the National Statistics Office of
Georgia (GeoStat). As is the case in many countries, the government of
Georgia did not allow cross-checking the information from the administrative
records with that of household surveys.

To address this data gap, UNICEF worked with the Social Services Agency
(SSA) and GeoStat to implement the collection of an additional module in the
[HS that included the household declaration variables of the TSA registry. The
sampling frame for the additional module was designed using the third quarter
(Q3) of the 2013 THS (called estimation sample hereafter), and enumerators in
the field retrieved the additional variables between February and March 2014.
This sample comprises 2,601 households and is used to conduct all the analyses
that follow in this report: the construction of the proxy means test (PMT; for
more see chapter 3) and the analysis of winners and losers (chapters 6, 7, and 9).1

Readers interested in replicating the work should notice a few caveats. First,
because in spring 2014 not all the households were found, a total of 166 household
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observations from Q3 2013 were deleted from the estimation sample.2 Second,
there could be and actually are some changes for a few variables between
Q3 2013 and spring 2014 when the additional data were retrieved. Some of
these variables such as household size are corrected, while others such as con-
sumption come from the core IHS in Q3 2013 (the core survey). Additional data
were collected for those households that were interviewed for the first time in
Q4 2013 to have a validation sample. Table A.1 (in appendix A) shows the dif-
ferences between the estimated sampling frame and the actual number of house-
holds interviewed. The rest of this section describes the main features of the data
to be transparent about their strengths and weaknesses.

The IHS is a nationally representative survey. It is conducted by GeoStat
on a continuous basis. The sample is a rotating panel of approximately 2,500
households in which each household is interviewed in four consecutive quar-
ters and a fourth of the sample is renewed every quarter. During 2013,
11,101 interviews were performed. The survey includes modules on food
consumption, durables, assets, agricultural production, health and educa-
tional expenses, and employment. The IHS is also nationally representative
by quarters and by regions, although, the least populated regions need to be
consolidated for meaningful significance. GeoStat is transparent in the man-
agement of the information, and the datasets for the past several years are
available online.?

The WMS is a nationally representative survey as well. However, working
with this survey would have delayed the reform as its next round was scheduled
for July—October 2015. It is conducted by UNICEF Georgia biennially on a
longitudinal sample. The first survey was conducted in 2009 with 4,646 fully
completed interviews, with attrition rates of 14 and 10 percent in 2011 and
2013, respectively. The survey includes modules on consumption, income,
durables, assets, health and education, economic and social factors, and child
development. Even though the methodology for computing consumption aggre-
gates is somewhat different for the WMS and IHS, the trends are similar when
comparing the respective years.

In the past, the WMS was the only instrument that allowed a reliable evalua-
tion of the performance of the TSA because it retrieved information about the
consumption variables and the TSA vulnerability score of the household. Even if
today the THS records the TSA transfers separately from other transfers, it cannot
be used for performance monitoring, let alone for a full evaluation, as is the
objective of the current report. A recommendation coming from this report is for
GeoStat to modify the IHS to routinely collect the TSA household declaration
variables, as well as to be alert to include any other variables that could help to
improve the eligibility formula of the TSA.

Finally, a pretesting was carried out with the help of social agents and the
revised registry to validate the results before implementation. The pretesting was
conducted between March and April 2015 and covered 5,565 households. Full
interviews were conducted using the revised household declaration. More details
on this are presented in chapter 8.
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Definitions

Welfare Aggregate

The welfare aggregate is total monthly household consumption, using GeoStat’s
definition. However, results should be consistent if using the World Bank’s or
UNICEF’s measures of welfare aggregate. The measure used in this report comes
from GeoStat.# This measure of consumption aggregate differs slightly from the
one used by the World Bank Group (WBG) and by UNICEEF to track poverty in
the country, but it does not lead to a wildly different reranking of households.
Figure 2.1 shows that the two measures of the consumption aggregate are highly
correlated; the correlation coefficient between measures is estimated at 0.83
(GeoStat and World Bank) and at 0.75 (GeoStat and UNICEF) and statistically
significant at 1 percent in all cases. The consumption aggregate reported by
GeoStat captures all expenditure consumption and is reported in nominal terms.
In contrast, the consumption aggregate developed by the WBG excludes certain
categories that are infrequent expenses (for example, weddings) and adjusts by
time and spatial price differences. The main objective of the WBG measure is not
only to track poverty in the country but also to produce a measure that is suitable
for international comparisons. The UNICEF consumption aggregate is closer to
GeoStat’s measure.

Seasonality

Seasonality affects consumption throughout the year in Georgia. One of the
main concerns was that working with only Q3 data could bias the results due to
seasonality, as World Bank (2015) found differences in poverty throughout the
year. Figure 2.2 reports average household consumption for the year 2013.
Panel a shows that consumption was the highest in the last quarter of the year
and the lowest in the second quarter. This pattern is clearly observed in urban
areas as well. In rural areas, the second quarter was also the lowest, but

Figure 2.1 Household-Level Consumption Aggregates: GeoStat, UNICEF, and World Bank

a. GeoStat versus World Bank b. GeoStat versus UNICEF

Log of consumption
aggregate—GeoStat
Log of consumption
aggregate—GeoStat

23

2 4 6 8 10 2 4 6

Log of consumption aggregate—World Bank Log of consumption aggregate—UNICEF

10

Source: Elaboration based on GeoStat and Europe and Central Asia Poverty (ECAPOV) estimates from IHS 2013. Natural logarithm of the monthly

household consumption in local currency units. GeoStat = National Statistics Office of Georgia.
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Figure 2.2 Household Consumption by Domain and Quarter (per Adult Equivalent), 2013
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Source: Calculation based on IHS 2013.
Note: Monthly per adult equivalent household consumption, GeoStat consumption aggregate. Values reported in 2013 GEL, deflated by GeoStat
monthly per national consumer price index (2013 = 100). GEL = Georgian lari; GeoStat = National Statistics Office of Georgia; HH = household;

Q=quarter.

the differences between first, third, and fourth quarters are negligible. Panel b
complements this information by showing that the distributions of the consump-
tion aggregate by quarter shifted slightly from one quarter to another, suggesting
that the differences in mean values are not driven by outliers. The orange line
above all the others corresponds to the lowest values in the second quarter, and
the dashed line below all the others corresponds to the fourth quarter. Although
more analysis is required, a potential explanation is that the consumption shift
results from the increase in heating expenses during the cold months of the year.

Seasonality affects other variables, such as unemployment, that are highly cor-
related with consumption and well-being. Employment (and unemployment)
vary across the quarters of the year, with the lowest employment (highest unem-
ployment) rate in the first quarter of the year, probably affected by the reduction
of activities for industries that operate in open air (for example, construction and
agriculture). Figure 2.3 shows these statistics by quarter.

However, the changes in consumption due to seasonality do not lead to
changes in the targeting of the TSA and should not affect the results of the analy-
sis of the following chapters. Taking advantage of the structure of the survey, one
is able to follow TSA beneficiary households during the four quarters in order to
identify their ranking in the distribution during the year. Households followed
during the four quarters are a fourth of the whole sample and are slightly poorer
than the rest of the distribution, but the distributions are considerably similar. The
analysis indicates that there are no changes in the targeting of the program in spite
of the seasonal changes in consumption. Figure 2.4 shows the coverage and the
distribution of TSA beneficiaries across quarters of the year, by decile. The figure
suggests that, although there are some variations in coverage and distribution of
beneficiaries, there are no considerable changes, especially in the bottom decile.
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Figure 2.3 Employment and Unemployment Rates for Household Head
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Source: Calculations based on IHS 2013.
Note: Q = quarter.

Figure 2.4 TSA Coverage and Distribution of Beneficiaries

a.TSA coverage b. TSA distribution of beneficiaries
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Source: Calculation based on IHS 2013.
Note: Deciles estimated using household per adult equivalent consumption. Q = quarter; TSA = Targeted Social Assistance.

In sum, although rudimentary, the analysis conducted on the comparison of
the measures of welfare aggregate of the various institutions and seasonality sug-
gests that the results presented in what follows would not have been affected—at

least qualitatively—by working with another definition of consumption aggre-
gate or with yearly data.
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Poverty

Nevertheless, when it comes to poverty measurement, there are irreconcilable
differences among all the parties involved. All three institutions—the govern-
ment of Georgia, UNICEF, and the WBG—work with different measures of
poverty (see table 2.1). While the government uses relative measures of poverty,
the WBG and UNICEF have absolute measures. The rest of this section briefly
describes and contrasts the poverty definitions. To simplify the analysis, the rest
of the report abstains from entering into an evaluation of the reform in terms of
poverty. Instead, it works with the entire distribution of the consumption aggre-
gate, which relies on rankings of well-being that were proved to be of little varia-
tion across measures and which are not affected by the choice of poverty line.

A myriad of poverty lines are being used by different institutions to measure
poverty in Georgia, resulting in diverging estimates. The comparison of all these
results is examined in World Bank (2015). The official poverty rate is estimated
by GeoStat using a relative measure: a line established at 60 percent of the
median per-adult-equivalent (PAE) consumption.2 This method is appropriate in
identifying households lagging in the consumption distribution, but it is not
designed to capture changes over time to satisfy a minimum standard of well-
being. These poverty estimates have remained quite stable in the past few years,
estimated at 21.4 percent in 2013.

The World Bank, in contrast, follows an absolute poverty approach. In its
methodology, the World Bank estimated poverty at 36 percent in 2013, using a
line equivalent to $2.50 per day in 2005 purchasing power parity (PPP) terms. For
this estimate, the consumption was estimated in per capita terms. Other World
Bank reports use poverty lines set at $5.00 per day, resulting in poverty rates of
73.3 percent in 2013, and at $1.25 per day, resulting in poverty rates of 10.3
percent in 2013. This second rate is typically not reported for the region because
of the extremely low incidence rates obtained in most countries. Independently of
the choice of measure, the poverty incidence trend since 2010 is clearly decreas-
ing, falling by more than 10 percentage points between 2010 and 2013 (46.7 to
36.0 percent using the $2.50 per day poverty line). Regional disparities in poverty

Table 2.1 Poverty Rates by GeoStat, UNICEF, and World Bank Group, 2009-13

percent

Definition 2009 2011 2013
GeoStat 21.0 23.0 214
UNICEF US$2.50 per day PAE 44.8 37.9 24.6
UNICEF child poverty US$2.50 per day 49.0 40.8 284
WBG US$2.50 PPP per day per capita 45.1 44.8 36.0
WBG US$5.00 PPP per day per capita 789 80.0 733

Source: Estimates retrieved from GeoStat web portal on August 13, 2015, http://geostat.ge/index.php
?action=page&p_id=188&lang=eng. WBG estimates from World Bank 2015. UNICEF estimates obtained from
WMS 2013.

Note: UNICEF poverty rate estimates headcount rate PAE. GeoStat = National Statistics Office of Georgia;

PAE = per adult equivalent; PPP = purchasing power parity; WBG = World Bank Group; WMS = Welfare
Monitoring Survey.
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incidence are evident when dividing the country into urban and rural areas. While
urban areas reported a poverty rate close to 25 percent, rural areas almost doubled
it, with 46.1 percent in 2013.

UNICEF calculates poverty using one relative and two absolute poverty
lines. The relative poverty line is calculated using the same definition as
GeoStat’s. In each survey, the line corresponds to 60 percent of the weighted
median consumption of households. The absolute poverty lines, extreme and
general, correspond to the US$1.25 and US$2.50 daily consumption PAE.
GEL values of absolute poverty lines are calculated with a 2009 base using
May-July real exchange rates. In subsequent rounds of the survey, absolute
poverty lines are updated for consumer price index changes in the survey
months. In spite of UNICEF’s and WBG’s poverty lines being defined at
$2.50 per day, the poverty incidence rates are not the same, as the definition of
consumption varies; for example UNICEF measures it per adult equivalent and
the WBG does it per capita.

Child poverty measures are also calculated by UNICEF, which also calculates
the household poverty rates and performs a head count. The poverty lines are
not adjusted when measuring the poverty rates of different subpopulations, since
the PAE consumption already takes into account the demographic composition
of the household. Instead, the household statistical weights are multiplied by the
number of children in the household to estimate the percentage of children
under the poverty line.

When a poverty line is needed, this report uses a relative line set at the 15th
percentile of total monthly consumption. With this line, the poverty incidence
varies significantly across space. Most of the analysis is thus conducted using the
whole distribution of consumption. This choice of relative poverty line responds
to the needs of the analysis. The line of the PMT is set at the 15th percentile in
order to maintain coverage of the TSA constant, and at the 30th percentile to
facilitate comparisons with similar studies of other countries. Based on these mea-
sures, important variations in welfare across regions in Georgia are observed.
Maps 2.1 and 2.2 show poverty incidence by region.® If using the lowest poverty
cutoff (15th percentile), the poorest region is Shida Kartli and the least poor
regions are Adjara and Samtskhe-Javakheti.

Another feature of poverty in Georgia is the high mobility of households
along the welfare distribution. Figure 2.5 shows the movement across quintiles
of households between 2011 and 2013 using the longitudinal data of the WMS.
Each bar represents a quintile in the 2011 welfare distribution and each color
(across bars) represents a quintile in the 2013 welfare distribution. Twenty-four
percent of the population in the bottom quintile of the population in 2011 con-
tinued in the bottom quintile in 2013 (blue) while 7.2 percent of the population
in the bottom quintile in 2011 moved to the top quintile in 2013 (stripes). Thus,
the figure shows there has been significant mobility along the welfare distribu-
tion in those two years. If the neighboring quintiles are excluded, for each quin-
tile of 2011, about 40 percent of the population “relatively” moved 20 percentage
points or more in the welfare distribution.”
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Map 2.1 Percentage of Households below the 15th Percentile (GEL 121.57 PAE), by Region

Percentage of
households
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[ 20.1-25

Il >25.1

Shida Kartli
28.32

Samtskhe- ~

Javakheti Kvemo Kartli
10.21 20.70

Note: Additional module data. Information on Racha-Lechkhumi-Kvemo Svaneti is merged with Imereti in the study’s dataset, which is why
information on those regions is not displayed. GEL = Georgian lari; PAE = per adult equivalent.

Map 2.2 Percentage of Households below the 30th Percentile (GEL 121.57 PAE), by Region

Percentage of
households
[ 20.1-25
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Mtianeti

44.01

Shida Kartli
42.16

Samtskhe- (9
Javakheti Kvemo Kartli
21.06 37.55

Note: Additional module data. Information on Racha-Lechkhumi-Kvemo Svaneti is merged with Imereti in the study’s dataset, which is why
information on those regions is not displayed. GEL = Georgian lari; PAE = per adult equivalent.

Multidimensional poverty measures show improvements in all the dimen-
sions, although progress in some areas is stickier. Together with the monetary
poverty measures, UNICEF calculates the multidimensional poverty indices
for population and children biennially. The indexes show continual improve-
ment in all aspects of multidimensional poverty from 2009 to 2013 (table 2.2).

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2


http://dx.doi.org/10.1596/978-1-4648-0900-2

Data and Definitions 29

Figure 2.5 Movement of Households through Different Consumption Quintiles
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Source: Welfare Monitoring Survey rounds in 2011 and 2013.

Table 2.2 Multidimensional Poverty Rates of Population and Children, 2009-13

Population in poor and Children in poor and

deprived households (%) deprived households (%)
Dimension 2009 2011 2013 2009 2011 2013
Extreme poverty 9.9 9.1 39 11.5 9.4 6.0
General poverty 44.8 379 24.6 49.0 40.8 284
Material deprivation 12.7 7.6 3.6 13.1 57 2.9
Subjective poverty 371 35.2 243 36.4 311 229
Social exclusion 8.1 5.6 4.1 8.6 6.7 5.6
Lack of utilities 615 624 55.6 60.3 59.8 537

Source: Welfare Monitoring Survey rounds in 2009, 2011, and 2013.

However, progress has not been even across all dimensions. While material
deprivation has rapidly decreased in terms of monetary poverty measures,
subjective poverty, social exclusion, and utilities have not responded at the
same pace. Particularly worrisome is the social exclusion dimension that
includes achievements in education and economic opportunities.

Summary

To address the lack of suitable data that combined variables in the household
declaration of the TSA registry and consumption data, UNICEF worked with the
SSA and with GeoStat to implement the collection of an additional module in

the IHS with such variables. The sampling frame for the additional module was
designed using Q3 of the 2013 IHS.
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The consumption aggregate used for the analysis of the reform is the con-
sumption expenditures reported by GeoStat. The analysis is performed focusing
on the entire distribution, rather than on poverty categories, given that different
noncomparable definitions of poverty exist for the country (GeoStat, WBG, and
UNICEF) leading to different estimates. Statistical estimates and graphical analy-
sis show that there is a high correlation in the ranking of households when using
any of the different measures of consumption aggregate. This simple correlation
suggests that the conclusions would remain if the analysis were performed using
WBG or UNICEF’s consumption aggregate variables.

Seasonality affects the consumption estimate used for this study, but this does
not lead to dramatic changes in the location along the income distribution of the
beneficiaries or in the coverage of the program. A simple graphical analysis shows
that the location of beneficiaries in the welfare distribution curve does not
change from quarter to quarter. Most beneficiaries stay in their same decile across
the year and are largely concentrated in the lowest deciles. Other variables that
enter into the PMT formula such as employment do not change wildly across
quarters, suggesting that the definition of beneficiaries should not be affected by
the quarter in which the household reports its data.

The main recommendation for the government going forward is to rou-
tinely gather the necessary information in the IHS of GeoStat to be able to
regularly monitor and evaluate the performance of the TSA. There are differ-
ent layers of additional information needed. First, GeoStat needs to continue
tracking the transfers received from all programs separately and avoid pooling
the information into a single source of additional income. Second, GeoStat
could integrate the ad hoc module collected for this revision to the core ques-
tionnaire. In this way, the additional information to monitor the performance
of the PMT and the TSA could be evaluated yearly or every other year.
This will also serve to erase doubts about seasonality biases. Third, in order to
continuously improve the PMT formula, GeoStat should collect potential
variables that respond to changes in consumption driven by changes in tech-
nology or norms. For example, it might be important to collect further details
not only on access to the Internet but also on the type of Internet service
(Wi-Fi versus DSL) accessed. Another potentially important data enhance-
ment is having data representative at even lower geographic levels. More of
this discussion follows in chapters 3 and 10.

Notes

1. The revision of the needs index used the IHS and did not need to use the additional
module.

2. See table A.2 in appendix A for a distribution over the welfare aggregate curve of these

166 observations.

3. They can be found under “Integrated Household Survey Databases 2009, 2010, 2011,
2012, 2013 and 2014 Years,” http://geostat.ge/index.php?action=meurneoba&mpid
=1&lang=eng.
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4. The details of the procedure used by GeoStat to compute consumption can be
found in “Description of Integrated Household Survey Database Variables,”
http://geostat.ge/cms/site_images/_files/databases/Description%200f%20IHS%20
database%?20variables%20-%20Eng.doc.

5. The number of equalized adults per household is obtained assigning different coeffi-
cients to each member, as follows: (1) child (ages 0-7) coefficient 0.64; (2) children
(ages 8-15) coefficient 1; (3) working-age male (ages 16-64) coefficient 1; (4) work-
ing-age female (ages 16-59) coefficient 0.84; (5) pension-age male (ages 65 and older)
coefficient 0.88; and (6) pension-age female (ages 60 and older) coefficient 0.76.
Corresponding coefficients are assigned to every household member and then
summed for each household. The resulting number is raised to the power of 0.8, to
account for cohabitation effects.

6. Later we use monthly consumption and correct by the needs index in a second stage.
7. This does not mean that every household moving up is better in absolute terms, as

part of the “relative” moves can be originated by people that were better off and now
have gone down in absolute terms.
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CHAPTER 3

Revision of the PMT Formula

Introduction

The revised proxy means test (PMT) formula builds on the existing methodology,
but it updates the list of proxies of consumption and their weights. The new PMT
formula calculation is based on the nationally representative 2013 Integrated
Household Survey (IHS) of Georgia, as discussed in chapter 2. The key features
of the original PMT formula are retained because the methodology has for the
most part performed well thus far,! but the coefficients on the existing predictors
of welfare (that determine the contribution of each proxy to the total TSA vul-
nerability score) were updated, and some variables were removed if they proved
difficult to collect or difficult to justify to the public as an indicator of better-off
households (for example, ownership of refrigerators).

The Targeted Social Assistance (TSA) vulnerability score consists of a
household consumption index, calculated using a PMT and a household
needs index. Box 3.1 presents the main features of the vulnerability score
formula of the TSA. The household consumption index uses regression
methods to proxy total monthly household consumption. The needs index
adjusts for the potential needs of the different household members. It is a
unique component of the PMT formula in Georgia as it does not appear
in PMT methodologies of other countries. This index has also been revised
(see chapter 4).

Under the new formula, the TSA benefit eligibility threshold increases from
a 57,000 to a 65,000 TSA vulnerability score to maintain coverage constant.
In the prereform PMT formula, the eligibility cutoff was set at 57,000. At the
earlier threshold, the TSA was able to reach 12.6 percent of Georgia's popula-
tion. Under the revised PMT formula, a slightly higher nationwide coverage of
13.4 percent is attained at the 65,000 threshold.?

Thus, the increase in the eligibility threshold is not intended to raise coverage,
but to maintain it. The change in the eligibility threshold only responds to the
change in the PMT formula and scale of the new vulnerability score; it is done to
maintain equivalence in the coverage pre- and postreform. It would be incorrect
to conclude that the increment of the cutoff score from 57,000 to 65,000
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Box 3.1 PMT Formula for the TSA

Compared to the models employed in other countries, the proxy means test (PMT) formula of
the Targeted Social Assistance (TSA) program is more complex. In addition to a long list of
predictor variables whose coefficients vary over four geographic areas in the country, it
implies calculation of the household welfare index in the following way:

I=—, (B3.1.1)

where | = household welfare index, C = household consumption index, and N = household
needs index.
The consumption index, C, has the following features:

It is estimated in a conventional way for PMT formulas, using an ordinary least squares (OLS)
regression.

Monthly household consumption—rather than per capita or per adult equivalent
consumption—is used as the dependent variable (proxy of welfare) to allow the inclusion of
demographic variables as explanatory variables. The needs index serves to account for
household economies of scale.

Traditional predictors are used, such as sociodemographic and location variables, and own-
ership of durable goods and of productive assets.

Self-reported income is used as one of the predictors, except for pensioners.

The household consumption is predicted separately for four areas: Thilisi, big cities, small
towns, and villages.

The weighted sum of targeted social assistance—or any other TSA benefit—received by the
household is deducted from the amount of predicted household consumption.

The needs index, N, is calculated as
E= )¢, (B3.1.2)
i=1
where E is the number of equivalent members in the household. e, is the coefficient of each
household member based on gender, age, physical condition, and social condition explaining
the need of member i of the household in relation to the needs of an equivalent adult,

N :%*B, (B3.1.3)
n
where N is the needs index, E is the number of equivalent members in the household, n is the
number of household members, B = 0.2 are the economies of scale, and B is the value of the
subsistence minimum basket at the time of developing the formula (GEL 149.6).
The needs index has the following features:

- It takes into consideration specific needs of such groups as persons with disabilities and
severe chronic diseases, pregnant and breastfeeding mothers, pensioners, orphans, and
single mothers.

box continues next page

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2


http://dx.doi.org/10.1596/978-1-4648-0900-2

Revision of the PMT Formula

Box 3.1 PMT Formula for the TSA (continued)

It differentiates by age and gender groups.

It calculates the subsistence minimum of different categories in relation to the subsistence
minimum of a healthy 30- to 39-year-old male.

It is estimated on the basis of evaluation of expert opinions and specific calculations.

The needs are divided into two main categories: caloric and noncaloric. Caloric needs con-
sist of food and caregiver needs. Noncaloric needs include transportation, medical services,
special means,® and other needs, with medical services and special means having sub-
groups. The needs are translated into coefficients and summed for the final coefficient. The
ratio of the food to nonfood consumption is 70:30.

It was also revised during this process.

Final adjustments are applied to the household welfare index. This index—referred to through-
out the report as the TSA vulnerability score—is rounded and rescaled according to the follow-
ing formula:

Q= max (10*int(10,000%/),1,000), (B3.1.4)

where Q = household rating score and / = household welfare index.

The fact that the household rating score is a ratio of observed consumption to the expected
needs level for a household of a given composition—albeit a rescaled one—allows us to inter-
pret it as a fraction of the needs met by predicted household consumption. For instance, a
household with Q = 65,000 can be interpreted to have an estimated consumption (/) level
equivalent to 65 percent of its needs (N).

Source: Resolution No. 758, December 31, 2014, of the government of Georgia.
a. Special means refers to all the additional expenses needed by different groups of the population, from books for children of
school age to special equipment for persons with disabilities.

constitutes an expansion of coverage to groups that were not previously targeted.
However, the higher score, which maintains the coverage, indicates the overall
improvement in the households’ welfare situation in relation to the state-
established subsistence minimum.

Estimation of the New PMT Formula

The revision of the PMT formula is carried out following best practices around
the world. These practices are discussed in the rest of the chapter and imply
working with two samples: one for estimation and another one for validation;
using various econometric models to ensure goodness of fit; and balancing parsi-
monious models for implementation simplicity and rich models with (new)
variables to reduce the measurement errors.

Additional data were collected to design the reform. The analysis uses one
sample for the estimation and another sample for the validation of results.2 The
estimation sample comes from the third quarter (Q3) of the 2013 IHS with 2,601
households, and the validation sample comes from Q4 of the same year survey,
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with 661 newly included households. Georgia’s National Statistics Office
(GeoStat) collected the data specifically for the analysis of the reform of the TSA
in 2014. It added a module to the IHS that incorporated the variables used in the
household declaration registry, as well as new salient variables that previous
research based on the Welfare Monitoring Survey of 2013 showed could have
high predictive power. Variables such as number of employed salaried adults,
quality of roofing material, mountain region, number or/and square meters of
rooms of the dwelling, ownership of summer house, and others were tested.

Among the several regression models investigated, ordinary least squares
(OLS) results performed well and were chosen for their simplicity. Applications
in other countries used different regression models, each of them having
advantages and disadvantages. OLS and probability models (such as probit or
logit) aim to minimize the sum of the squared error around the mean for
linear and nonlinear fitted values. Instead, quantile regressions are used to
minimize the fitted error at the bottom of the distribution, where the target-
ing is more relevant. OLS and probit regressions tend to overestimate house-
hold consumption, and although the quantile (50th percentile) regression
performed best in estimating the consumption, it showed worse leakage
results. Table 3.1 presents the estimates of the main indicators for different
models (Berulava 2014). As the status quo model was estimated using an
OLS regression and the other regression models showed similar qualitative
results, the OLS was preferred.

Various features of the PMT are maintained in this revision. In what follows,
the results discussed in this chapter correspond to OLS regressions. Generally,
PMT models use OLS, because the regressions performed better (both in terms
of R-squared and prediction accuracy). The same approach was implemented
at the beginning of the program. The explained variable is the log of monthly
household consumption, instead of consumption per adult equivalent. This fea-
ture was also introduced in the original design of the TSA.

The estimation of the PMT involved several steps that complemented each
other. These steps consist of: (1) correlation analysis to find a set of variables that

Table 3.1 Undercoverage and Leakage for Select Econometric Models at the 15th and 30th Percentiles

Undercoverage Leakage Coverage R-squared

Models 15% 30% 15% 30% 15% 30% Toilisi Cities Towns  Villages
OLS 61.23 53.46 41.90 29.90 10.00 19.91 0.490 0.485 0514 0.502
Probit 66.89 48.98 32.84 3230 7.39 22,60 0.207 0312 0318 0.287
Quantiles

P45th 43.27 33.93 49.28 39.68 16.76 32.82 0.309 0.321 0.333 0.323
P50th 48.93 40.47 46.81 36.74 14.38 28.22 0.301 0.300 0.342 0.317
P55th 53.02 54.94 45.32 33.58 12.75 24.69 0.296 0.292 0.310 0.313

Source: IHS 2013 (additional module data).

Note: OLS = ordinary least squares; P = percentile. Models are not corrected for the needs index. The cutoffs correspond to the values of the actual
household consumption. Pseudo R-squared reported for probit and quantile regressions.
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closely predict the household consumption variable; (2) collinearity diagnostics
to drop collinear indicators from the model; and (3) stepwise option of the OLS
regression to leave only statistically significant variables.

Regression analysis is used to predict household welfare based on a set of
observable and verifiable household and individual variables. Building on the
existent formula, the dependent variable used to proxy welfare is monthly total
household consumption. The predictors selected are highly correlated with the
welfare proxy and need to be verifiable. The following group of variables were
tested in the estimation:

¢ Location: variables that include place of residence defined by regions

o Household characteristics: household size, sex of the household head, share of
working-age adults in the household, share of adult household members with
higher education, and share of employed salaried adults

® Asset ownership: bivariate variables that indicate ownership of assets such as
cars, tractors, refrigerator, gas stove, washing machine, and so forth

e Social agent subjective evaluation: covering different dimensions of household
well-being such as household’s economic situation, clothing and household
condition, or basic hygiene.

The analysis is conducted using the 15th percentile as the eligibility cutoff, as
it was a premise of the reform to maintain the size of the program. The eli-
gibility cutoff is defined at the welfare level of the 15th percentile of the
household welfare distribution provided by the predicted rating score calcu-
lated following the formula in box 3.1. The choice of this cutoff point
responded to the fact that the TSA program covers almost 15 percent of the
country’s households and the government of Georgia (GoG) needed to main-
tain the coverage constant in a tight fiscal environment and after generous
expansions in the previous years. For sensitivity analysis and to facilitate
comparisons with other programs, the analysis was also conducted using the
30th percentile cutoff.

Estimated models are compared using three performance indicators.
Maximizing targeting accuracy is the main objective of the exercise. This is mea-
sured by the following indicators:

® R-squared or goodness of fit: in which models are compared to minimize the
unexplained errors in the regression, measured by the R-squared statistic

o Undercoverage: defined as the number of poor households incorrectly excluded
by the formula (“exclusion” or type 1 error) divided by the total number of
poor households in the sample, where poor households are defined as being
below the 15th consumption percentile

o Leakage: defined as the number of eligible households incorrectly included by
the formula divided by total number of eligible households (“inclusion” or type
2 error), where incorrectly included households are those above the 15th con-
sumption percentile.

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2

37


http://dx.doi.org/10.1596/978-1-4648-0900-2

38

Revision of the PMT Formula

Estimated Models

First, a few models were estimated to decide the best specification—broadly
defined. Table 3.2 shows the performance indicators corresponding to six models
that tested different specifications (variables used as predictors). All of them have
a few commonalities that were agreed to be retained based on previous work,
such as the use of four subformulas for different geographical areas (Thilisi, large
cities, small cities, and villages).

e Model 1 sets the baseline; it is the status quo model, but the coefficients are
allowed to change to adjust to changes in consumption over time.

® Model 2, following the stepwise practice, keeps variables that are statistically
significant (p-value lower than 0.2) in model 1 and tests adding new variables:
a dummy for mountain regions, numbers of adult household members in sala-
ried employment,? quantitative indicators for quality of dwelling, and other
real estate property.

® Model 3 tests the subjective evaluation variables, by removing them from
model 2.

® Model 4 has neither subjective evaluation variables nor durable household
items that were identified as having been concealed. Instead, the size of the
owned agricultural land is included. The demographic variables are main-
tained, although they do not have high significance levels.

® Model 5 drops variables that are not highly significant (p-value less than 0.05)
from model 4.

® Model 6 replicates model 4 and uses a share of working-age household mem-
bers instead of salaried employment.

Very specific requirements related to the PMT were shared by the govern-
ment from the outset of the reform. The Ministry of Labor, Health, and Social
Affairs (MoLHSA) and the Social Services Agency (SSA) had very clear sugges-
tions on variables that should be included or excluded from the formula. The
discussion around this issue was fed by the understanding that even if in theory

Table 3.2 Undercoverage and Leakage for Models 1-6 at the 15th and 30th Percentiles

Undercoverage Leakage
Models 15% 30% 15% 30%
Status quo 62.09 50.52 62.12 50.48
Model 1 4851 40.25 4851 40.22
Model 2 47.49 39.34 47.49 39.27
Model 3 48.91 40.44 48.92 40.37
Model 4 47.28 39.54 47.24 39.56
Model 5 48.89 40.75 4891 40.74
Model 6 47.61 39.57 47.63 39.51

Source: IHS 2013 (additional module data).
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durable goods indeed help to differentiate among two poor households, they are
concealable, making it easier for the households to cheat the system and deterio-
rating the targeting accuracy of the PMT model. Therefore, it was agreed that
variables corresponding to easily concealable durable goods (mobile phones,
washing machines, hygienic items, TVs, and so forth) as well as subjective assess-
ment by the interviewers should not be part of the revised formula. Instead, the
formula should concentrate on easily verifiable variables and items that could
potentially generate income.

Conversations with government led to choosing model 6 for further refine-
ment. Model 6 was preferred to others by the GoG for the above-mentioned
reasons as well as for the total number of variables employed and the overall
performance in terms of undercoverage and leakage. Four additional models
fine-tune model 6, as shown below. Table 3.3 shows the performance of these
models.

e Model 7 tests whether separate regressions should be run for urban and rural
areas.

® Model 8 tests whether a single regression should be run for the entire sample.

® Model 9 trims down the top 20 percent of the distribution (Grootaert and
Braithwaite 1998; Grosh and Glinskaya 1997; Grosh and Baker 1995; Narayan,
Vishwanath, and Yoshida 2006).

e Model 10 uses a two-stage selection method. The first stage consists of the four
regressions by settlement type and are run on the entire sample. From this
sample, only households with predicted consumption below the 70th percen-
tile of actual consumption are selected for further analysis. The second-stage
consumption is estimated only for the sample selected in the first stage. The
households with predicted consumption below the cutoff at the second stage
are selected for the TSA .2

The additional fine-tuning did not improve the performance of the estimates.
Simplifying estimation procedures (using an urban/rural divide or single sample
instead of running four separate regressions) came at the cost of reducing target-
ing accuracy. However, this difference was not so drastic. Instead, the two-stage

Table 3.3 Undercoverage and Leakage for Models 7-10 at the 15th and 30th Percentiles

Undercoverage Leakage
Models 15% 30% 15% 30%
Status quo 62.09 50.52 62.12 50.48
Model 7 47.72 40.35 47.75 40.33
Model 8 48.43 40.52 48.45 40.34
Model 9 50.91 41.53 50.94 41.46
Model 10 46.15 38.76 46.13 38.75

Source: IHS 2013 estimation sample (additional module data).
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estimation approach (model 10) proved to give marginally stronger results.
However, the SSA considered this model to have larger implementation costs.
Thus, model 10 was discarded in deference to practicality.

The estimated models showed results aligned to those of other countries.
Table 3.4 compares the estimates of some of the models to those of select
studies from other countries, using the eligibility cutoff of 30th percentile of
monthly consumption (not adjusting for the needs index). The estimates for
Georgia are comparable to those of select international examples. Although
this report’s estimates are somewhat higher when it comes to undercoverage
(Georgia’s estimates range from 51 to 53 percent versus 41 to 45 percent in
the international comparators), estimates for leakage were slightly bet-
ter than those of the comparators (Georgia’s estimates range from 28 to
30 percent, while those of the other countries varied between 28 and
36 percent).

The difference in performance could be explained by the variation in the level
of undercoverage. This diminishes with the rate of coverage of the program, and
the coverage rate in Georgia is considerably smaller than those of the compara-
tors. For instance, the coverage rate in Sri Lanka (Narayan, Vishwanath, and
Yoshida 2006) is 26 percent for the 30th percentile cutoff. When the cutoff is a
basis on the predicted value, the difference in targeting errors becomes negligible.
When using the 30th percentile of predicted consumption as the cutoff, targeting
errors are about 38-40 percent, while the same levels of undercoverage and leak-
age (both at 37 percent) are found in Narayan, Vishwanath, and Yoshida (2006).
The coefficient of goodness of fit—R-squared—for present models is between 47
and 55 percent, while the same coefficient for international models is in the
range of 41-57 percent.

Table 3.4 Comparisons with PMT Models from Other Countries

Models Undercoverage Leakage R-squared

Georgia revised models®

Model 2 52.54 30.16 0.498-0.553
Model 4 53.05 29.82 0.498-0.514
Model 6 53.46 29.90 0.485-0.514
Model 10 51.92 2835 0.465-0.527

Select international models

Sri Lanka 43.0 36.0 0.560
Jamaica 41.0 34.2 0410
UgandaP 453 27.7 0.505
Bangladesh 42.7 30.2 0.570

Note: All indicators are reported for the 30th percentile cutoff. Sri Lanka comes from Narayan, Vishwanath, and Yoshida 2006;
Jamaica from Grosh and Baker 1995; Uganda from Houssou et al. 2007; Bangladesh from Sharif 2012. PMT = proxy means test.
a. Results without correction for needs index.

b. Computed at 32.36 percent poverty rate.

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2


http://dx.doi.org/10.1596/978-1-4648-0900-2

Revision of the PMT Formula 41

Incidence of Targeting and Distribution
All models maintain the progressive pattern of targeting as in the status quo.
Nevertheless, model 6 has a more desirable pattern relative to the rest, in terms
of coverage and leakage. The status quo model targets approximately 62 and
23 percent of the first and second deciles, respectively, and around 4 and 3 per-
cent of the richest two deciles, respectively. Model 6 covers 84 percent and 33
percent of the first and second deciles and around 1 percent in the richest two
deciles. From the total number of beneficiaries predicted by the new model,
about 78 percent of households are from the bottom two consumption deciles
and about 1.2 percent from the highest two deciles. For the existing model
these figures are correspondingly 57 percent and almost 5 percent, respectively.
Figure 3.1 shows the distribution of eligible beneficiaries for the four models
under examination.

Performance indicators have reasonable confidence intervals. The reliability
of the targeting accuracy, undercoverage, and leakage for the models was
assessed estimating errors using bootstrapping. Results reported in table 3.5

Figure 3.1 Distribution of TSA-Eligible Population, by Different Models
60 -
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0 . |.|_||.I_||L|_||L'_||L'_'nl_—=‘—l—.—‘:‘—|—-——‘=‘—\
3 4 5 6 7 8 9 10
Deciles

W Status quo model M Model 2 Model 6 [J Model 10

Source: IHS 2013 estimation sample (additional module data). TSA = Targeted Social Assistance.

Table 3.5 Confidence Intervals for Targeting Accuracy, Undercoverage, and Leakage

Targeting accuracy Undercoverage Leakage
Coef. Cl. Coef. Cl. Coef. Cl.
Status quo model 81.3 79.77; 83.00 62.1 56.90;67.27 62.1 53.71;70.56
Model 2 85.7 84.39;87.15 474 42.38;52.59 474 42.60;52.38
Model 6 85.7 84.34;87.12 47.6 42.46;52.77 47.6 42.85;52.42
Model 10 86.1 84.78;87.57 46.1 40.99;51.31 46.1 41.25;51.02

Source: IHS 2013 (additional module data).
Note: C.|. = confidence interval of the statistic; Coef. = coefficient of the statistics.
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correspond to 1,000 draws at a 95 percent confidence level.® The consump-
tion prediction power of the newly developed models is high: in 85 percent
of cases, households’ predicted consumption is correctly ranked above or
below the 15th percentile of real consumption. Conversely, for those house-
holds below the 15th percentile of real consumption, about 47 percent of
them will have consumption above the 15th percentile of estimated con-
sumption. This is similar to the actual result: 47 percent of households below
the 15th percentile of estimated consumption actually have consumption
above the 15th percentile of real consumption.

Validation Exercise

The validation exercise provides further evidence with which to support the
chosen model. Using the validation sample coming from Q4 of the THS,
table 3.6 compares the targeting accuracy results for the two main indica-
tors: undercoverage and leakage. The analysis does not reveal any dramatic
change in the targeting errors that could potentially question the validity of
the model. The confidence intervals estimated for the validation sample
further prove the validity of the results. Although confidence intervals are a
bit larger (see table 3.7 in comparison to table 3.5), the qualitative state-
ments remain.

Table 3.6 Performance Indicators for Estimation and Validation Sample

Undercoverage Leakage
Models Estimation  Validation ~ Change  Estimation Validation — Change
Status quo model 62.09 69.15 7.06 62.12 68.98 6.86
Model 2 47.49 54.69 7.20 47.49 54.39 6.90
Model 4 47.28 53.53 6.25 47.24 53.40 6.16
Model 6 47.61 53.53 5.92 47.63 53.40 5.77
Model 10 46.15 52.85 6.70 46.13 52.76 6.63

Source: IHS 2013 (additional module data).
Note: Estimation refers to the estimation sample of Q3 2013, and validation sample to that of Q4 2014. Q = quarter.

Table 3.7 Confidence Intervals for Targeting Accuracy, Undercoverage, and Leakage for
Validation Sample

Targeting accuracy Undercoverage Leakage
Coef. Cl. Coef. Cl. Coef. Cl.
Status quo model 79.36 76.24;82.48 69.15 60.02;78.29 68.98 59.12;78.83
Model 2 83.71 80.89; 86.53 54.69 44.90; 64.47 54.39 44.55;64.24
Model 6 84.00 81.17;86.83 53.53 43.66; 63.40 53.40 43.38;63.42
Model 10 84.19 81.47;86.91 52.85 43.09;62.61 52.76 42.82;62.71

Source: IHS 2013 (additional module data).
Note: C. = confidence interval of the statistic; Coef. = coefficient of the statistics.
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Summary

The revised PMT formula of the TSA underwent a few updates but still
maintained the main features of the existing methodology. As previously stated,
to refine the PMT of the consumption index, the major priorities of the

MoLHSA and the SSA were the following:

1. Improve leakage and undercoverage results given the changing economy.

2. Remove the easily concealable durable goods, as there was a belief that house-
holds have concealed them.

3. Include new easily verifiable and potentially income-generating items.

. Reduce the total number of variables used.

5. Remove the subjective assessment of the social workers.

N

Based on these criteria, MoLHSA selected model 6 as a new methodology for
the TSA formula of the consumption index. The government wanted to
include as many easily verifiable variables as possible, as it believed that this
would reduce cheating and wrongful computation of scores. Also, the model
was overall performing better than the rest and administratively would not
require additional costs that could have negatively affected the budget of the
program.

As a result, there is a small increase in the eligibility cutoff of the TSA vulner-
ability score from 57,000 to 65,000. Despite the nominal change in the thresh-
old, the level of nationwide coverage slightly increased from 12.6 percent of
Georgia’s population to 13.4 percent.

Going forward, the GoG should continue with its practice of seeking improve-
ments in the PMT formula of the consumption index. However, given the excel-
lent levels of targeting accuracy for the level of coverage, further improvements
might require quite a deal of experimentation. On the one hand, GeoStat should
regularly collect new candidate variables for the household declaration, to be
alert of those that could be incorporated into the design. On the other hand, a
line of work in the poverty field that seems promising and that could potentially
be applied to PMTs is the use of “small area estimates.” Recent research indicates
that poverty estimates for very small geographic areas, based on rich population
census data, provide highly accurate estimates. Before engaging in this, it is advis-
able that Georgia produce poverty maps using the data coming from the 2014
population census.

The second recommendation is to maintain an efficient registration system
that facilitates households to go in and out of the TSA program. The well-
known shortfall of a PMT methodology is that it is a static model and is able to
capture the well-being of a household only in a specific period of time, based
on durables ownership. Even if assessing asset holdings aims to capture aspects
of permanent income, the PMT does not take into consideration the fact that
families extensively move in and out of poverty, and that they might not be able
to protect themselves from transient shocks. For example, as figure 2.5 in
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chapter 2 suggests, only 40 percent of households remained in the first quintile
in 2013, the rest have moved, some even to the fifth quintile. Conversely, many
households move down to the bottom quintile. Such movement means that the
households in Georgia are very vulnerable. Often reassessment of the TSA vul-
nerability score helps to capture some of this income mobility, if this mobility
affects the vulnerability score. This needs to be studied, as there is no longitudi-
nal survey that measures poverty and the variables in the household declaration.
In any case, it is very likely that the TSA score does not capture the mobility as
reassessments occur every four years or in case of life events (death, birth,
migration, and so forth).

A third recommendation is to further improve the system of social protection
and labor, to avoid asking more of the TSA than what it can deliver. Improving
the system of social protection does not necessarily mean increasing social spend-
ing but it does mean making it more efficient by coordinating programs to cover
different needs of the population that could not be covered by a single program,
and optimizing the delivery from the government to maximize efficiency gains.
For example, when we think about systems of social protection and labor, we can
think that households that are more likely to be in and out of the TSA might
need further support in terms of health, education, and nutrition for their chil-
dren, in order to avoid transmitting vulnerabilities to the next generation.
Another aspect that is usually considered by the analysis of systems of social
protection and labor is crossing data from employment services—now being
developed in Georgia—with those from social assistance to ensure that those
who are benefiting from a program like the TSA are encouraged to look for work
but also to support those who find a job by extending their benefits from assis-
tance until their position in the labor market is solid, via in-work benefits.
Chapter 10 further discusses how to start thinking about systems of social
protection.

Notes

1. See World Bank (2012, 2014) for a discussion of the performance of the Targeted
Social Assistance program, including a comparison to services in other countries in the
region.

2. The difference in the cutoff values is due to a combination of reasons: for example,
differences in the scale of the predicted consumption variables computed using two
different PMT formulas and potential improvements in the level of welfare of
Georgia’s population since the last PMT model was estimated.

3. For example, out-of-sample validation was used by Johannsen (2006) to identify
poverty in Peru, and by Houssou et al. (2007) in the context of Uganda.

4. See “Glossary” for the formal definition of salaried employment.
5. The targeting efficiency is calculated taking into account the whole sample.

6. The definition of bootstrapping is included in appendix C (“Glossary”).

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2


http://dx.doi.org/10.1596/978-1-4648-0900-2

Revision of the PMT Formula

References

Berulava, George. 2014. “PMT Estimation for TSA Reform.” Project Report, UNICEFE.

Grootaert, C., and J. Braithwaite. 1998. “Poverty Correlates and Indicator-Based Targeting
in Eastern Europe and the Former Soviet Union.” Poverty Reduction and Economic
Management Network, Environmentally and Socially Sustainable Development
Network, World Bank, Washington, DC.

Grosh, M., and J. Baker. 1995. “Proxy Means Tests for Targeting Social Programs:
Simulations and Speculation.” Working Paper 118, Living Standards Measurement
Study, World Bank, Washington, DC.

Grosh, M., and E. Glinskaya. 1997. “Proxy Means Testing and Social Assistance in Armenia.”
Draft, Development Economics Research Group, World Bank, Washington, DC.

Houssou, Nazaire, Manfred Zeller, Gabriela Alcaraz V., Stefan Schwarze, and Julia
Johannsen. 2007. “Proxy Means Tests for Targeting the Poorest Households: Applications
to Uganda.” European Association of Agricultural Economists, No. 7946, 106th
Seminar, Montpellier, France, October 25-27. http://ageconsearch.umn.edu/bitstream
/7946/1/sp07ho01 .pdf.

IHS (Integrated Household Survey). 2013. GeoStat, Thilisi. http://www.geostat.ge/?action
=meurneoba&mpid=1&lang=eng.

Johannsen, J. 2006. “Operational Poverty Targeting in Peru—Proxy Means Testing with
Non-Income Indicators.” Working Paper 30, International Poverty Center, United
Nations Development Programme, New York.

Narayan, A., T. Vishwanath, and N. Yoshida. 2006. “Sri Lanka Welfare Reform.” In Poverty
and Social Impact Analysis. Washington, DC: World Bank.

Sharif, Iffath A. 2012.“Can Proxy Means Testing Improve the Targeting Performance of
Social Safety Nets in Bangladesh?” Bangladesh Development Studies 35 (2): 1-43.

World Bank. 2012. Georgia Public Expenditure Review: Managing Expenditure Pressures for
Sustainability and Growth. Washington, DC: World Bank. https://openknowledge
.worldbank.org/handle/10986/12315.

.2014. Georgia Public Expenditure Review: Diagnostics of Public Investment Management
System. Washington, DC: World Bank. https://openknowledge.worldbank.org/handle
/10986/19302.

. 2015. “Georgia Poverty Assessment: Poverty Reduction and Shared Prosperity

since the Crisis.” Note prepared under the FY15 South Caucasus Programmatic
Poverty Assessment (P151474), World Bank, Washington, DC.

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2

45


http://dx.doi.org/10.1596/978-1-4648-0900-2
http://ageconsearch.umn.edu/bitstream/7946/1/sp07ho01.pdf
http://ageconsearch.umn.edu/bitstream/7946/1/sp07ho01.pdf
http://www.geostat.ge/?action=meurneoba&mpid=1&lang=eng
http://www.geostat.ge/?action=meurneoba&mpid=1&lang=eng
https://openknowledge.worldbank.org/handle/10986/12315
https://openknowledge.worldbank.org/handle/10986/12315
https://openknowledge.worldbank.org/handle/10986/19302
https://openknowledge.worldbank.org/handle/10986/19302




CHAPTER 4

Revision of the Needs Index

Introduction

The needs index is a unique element of the Targeted Social Assistance (TSA) tar-
geting formula that adjusts the family final score by the needs of the individual
family members. This adjustment is needed because the proxy means test (PMT)
formula is calculated using total monthly consumption, as opposed to consump-
tion per capita or per adult equivalent. The needs index calculates the needs of
different categories of consumers and individuals relative to the subsistence mini-
mum of a healthy 30- to 39-year-old man.! Table 4.1 shows the groups of the
population considered in the needs index. The categories differ by sex, age, and
social or health status. In a way, the needs index can be thought of as an adult
equivalent adjustment. The advantage of using the needs index rather than directly
proxying consumption per adult equivalent when estimating the PMT is that it
allows one to maintain demographic characteristics of the household among the
explanatory variables in the PMT estimation—and thus in the formula—and that
the needs of each group can be adjusted easily over time without reestimating
the PMT alone.2 The way the “subsistence minimum” is calculated draws on the
methodology developed by Georgia’s National Statistics Office (GeoStat) to
adjust by adult equivalent.3 This revision of the needs index was timely as it had
never been updated since the TSA was introduced in the country in 2006.

The index comprises two major categories of needs: caloric and noncaloric.
Caloric needs are those covering food and caregiving services; noncaloric needs
are those related to transportation, medical services, special means, and other
needs. The caloric needs are expressed in calories (kcal) and the noncaloric ones
in Georgian currency, the lari (GEL). All needs are then summed to obtain one
final coefficient for each category. Every household member is assigned the maxi-
mum coefficient depending on the categories that this person is classified into.
Appendix B shows in separate tables the caloric needs and the associated coef-
ficients for each category of consumer and for each type of need.
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Table 4.1 Groups of Population Used in the Needs Index

All Male Female
Status/age (0-3) (4-6) (7-12) (13-17) (18-29) (30-39) (40-59) (60+) (18-29) (30-39) (40-59) (60+)
Healthy 1 1 1 1 1 1 1 1 1 1 1 1

Child with

disability 1 1 1 1 0 0 0 0 0 0 0 0
Person with

disability

group 1 0 0 0 0 1 1 1 1 1 1 1 1
Person with

disability

group 2 0 0 0 0 1 1 1 1 1 1 1 1
Refugee 1 1 1 1 1 1 1 1 1 1 1 1
Bedridden 1 1 1 1 1 1 1 1 1 1 1 1
Single

pensioner 0 0 0 0 1 1 1 1 1 1 1
Pregnant 0 0 0 1 0 0 0 0 1 1 1 0
Breastfeeding

woman 0 0 0 1 0 0 0 0 1 1 1
Single mother 0 0 0 1 0 0 0 0 1 1 1
Orphan 1 1 1 1 0 0 0 0 0 0 0 0

Note: 1 indicates that the combination of row and column forms a group; 0 indicates otherwise.

More precisely, the needs for each category is the sum of food needs (Kj),
caregiver needs (K.), medical service needs (K, ), transportation needs (K;),
special means needs (Kg,,), and other needs (K):

N:KF+KC+KSM+KT+KMS+KO' (41)

One of the objectives of the revision was to simplify the needs index whenever
possible. The new needs index, N, now combines a few categories of needs: the
service needs component (K) is added to transportation needs (K,), other needs
(Ky), and medical service needs (K, ) for a healthy (30- to 39-year-old) male.
That is, Ks = Ky + Ko + KUo M,

Thus, the new needs index is calculated using the following formula:

N :KF+KC+KMS+KT+KSM+KO+KS_KS
=KF+KC+KMS+KT+KSM+KO+KS
~ (Kr + Ko + KM (4.2)

:KF + KC + KSM + KS + (KMS - Kggl(s)_39)M)

caloric noncaloric
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In equation 4.2, F is food needs, C is caregiver needs, MS is medical service needs,
T is transportation needs, O is other needs, and SM is special means needs.

The subsistence minimum for the healthy working-age male is set at GEL
149.6 per month.2 This subsistence minimum is slightly above the one set by
GeoStat for the average of the third and fourth quarters (Q3 and Q4) in 2013,
when the data were collected,® but it is lower than that prevalent in December
2015 at GEL 162.4. A total of 70 percent of the subsistence minimum is
attributed to caloric needs and the remaining 30 percent to noncaloric needs.
It is assumed that a 30- to 39-year-old healthy male does not require any care-
giving services and has no special means needs. The noncaloric 30 percent of
the subsistence minimum is distributed among transportation, medical ser-
vices, and other needs. Of the noncaloric needs, the updated index has attrib-
uted 25 percent to medical services (of which, 48 percent is for medicines and
52 percent is for monitoring), 20 percent for transportation services, and 55
percent for other expenditures.

Programs financed by the government are not excluded from the needs
index. Even though some needs like kindergarten expenses, textbook
expenses, and universal health care are covered through government pro-
grams, the Ministry of Labor, Health, and Social Affairs (MoLHSA) and the
Social Services Agency (SSA) have decided not to exclude these expenses
from the needs. Since such programs often change over time, the govern-
ment expressed an interest in maintaining them in the needs index to make
sure that these necessities would be captured, even if the programs no lon-
ger existed.

Calculation of the Caloric Needs

The caloric needs make up 70 percent of the total of the subsistence minimum
for a healthy man. This is equivalent to 2,230 kcal (per day per month) for the
reference individual.Z There are two subgroups of consumption items: food and
care needs. The coefficient for food needs (K}) is

X x (days per month) X

Ky =0.7 x =0.7X ———
r 2,230 x (days per month) 2230’

(4.3)

where X is the calories per day that a person needs. If a person belongs to two or
more different categories with different food needs, the higher of the two pos-
sible food needs apply. This is the so-called overlapping principle that was used
in the previous methodology as well. The caloric needs for each category of the
population are shown in table B.1 and the estimated food coefficients in table B.2
(appendix B).

Care needs are calculated as the food needs of a caregiver during the work-
ing hours. Care needs (K) are calculated for special functioning contingent
(SFC) groups that have a limited capacity for full functioning due to age,
health, or social conditions and that require additional rehabilitation and rein-
tegration measures. The coefficient is calculated using the volume of energy
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consumption (2,000 kcal per day) of a person (mainly woman) employed on
an hourly basis: ¥ x 2,000, where x is working hours. This approach was used

in the previous methodology and the overlapping principle applies here as well.

The caloric needs for this group are shown in table B.3 and associated care
coefficients in table B.4.

Calculation of the Noncaloric Needs

Thirty percent of the subsistence minimum goes to noncaloric needs. These needs
are split between transportation needs, medical service needs, special means
needs, and others. The reference point is a 30- to 39-year-old healthy man who
does not have any medical service needs. Thus, the coefficients for the other

* % 0.30, where xis the

groups of needs (measured in GEL) are calculated as

monetary value in GEL of the noncaloric need. Of this rubric, 20 percent is for
transportation, 25 percent for medical services,® and the residual 55 percent for
other needs.?

Nevertheless, some categories of the population have different splits among
the different rubrics of noncaloric needs. For example, for children ages 0-3 and
4-6 years old and for the bedridden, transportation needs are considered zero.
For people in the SFC categories, all noncaloric needs cannot be fully covered by
30 percent of the subsistence minimum. For these categories, the additional med-
ical service needs are added to the standard medical service needs (25 percent of
noncaloric needs in subsistence minimum of healthy male). The special means
needs are added to a null baseline, since a healthy male does not have such spe-
cial means needs. In this case, the overlapping principle is not considered appro-
priate when calculating service needs, as the only difference comes with the
transportation costs. Instead the minimum value is used.

The special means needs of noncaloric needs includes expenses on special
inventories, personal hygiene items, textbooks and other school items, and
adaptation facilities or equipment for certain categories of SFC. This cate-
gory includes the items that, if unavailable, would make an individual’s
functioning either impossible or severely limited. The following additional
special means are considered for different categories of SFC: diapers (for
children 0-3); walking and playpens (children 0-3); kindergarten (children
0-6); school-related expenses (children 6-17); and hearing aids, aids for
those with impaired sight, walking canes, crutches, walking frames, wheel-
chairs, and orthopedic equipment for persons with disabilities. Since estima-
tion of the needs of disabled children is not possible, their special means
needs were equalized with disability group 2. When estimating the final
coefficients, the overlapping principle is not considered appropriate, and
instead the sum of the two values is used. Tables B.7 and B.8 show the needs
values (in GEL) and the associated coefficients.
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The final medical service needs consist of medicine, monitoring, and rehabilita-
tion needs. In the case of one person being in two different categories, the over
lapping principle is used1® The methodology assumes 48 percent of total
medical service expenditures is spent on medicines and the remaining 52 percent
on monitoring. The absolute value of the expenditure on medicine is evaluated
using the National Center for Disease Control health expenditure survey of
2011 (NCDC 2011). The amount is corrected for inflation using the GeoStat
consumer price index indicator for medicines from 2011 to the end of 2013. It
should be noted that this includes not only the healthy category, but also the
average for the whole population.

The MoLHSA has provided detailed data on the losses of insurance compa-
nies administering the state health insurance program. According to these data,
the average payment per person diminishes by 4 percent when persons with
disabilities are excluded. So the assumption is that the average yearly expendi-
ture of each healthy person is actually approximately 96 percent of the average
yearly expenditure of the healthy population. The medicine needs for each cat-
egory are estimated in accordance with the health risk coefficients of each cate-
gory. The abovementioned data also provide information on the insurance
company’s average expenditure on medicines for different categories. The alter-
native measure of medicine needs is calculated from the data, and the average of
the two methods is considered as the reliable measure. Monitoring needs are
assumed to be 52 percent of all medical service needs, excluding rehabilitation
needs, with medicine needs comprising the remaining 48 percent of all medical
services, excluding rehabilitation needs.

For each subgroup of the population, the monitoring needs are calculated by

multiplying all medicine needs of the respective category by 2. One additional

assumption is required for pregnant women. Pregnant worégn need intensive
monitoring and less medicine; thus the needs are assessed based on five prenatal
visits involving visits to a doctor, examinations, and ultrasounds. The monitoring
needs coefficients can be found in table B.9.

The rehabilitation needs methodology was only slightly modified. In contrast
to medicine needs, the data for the rehabilitation needs of a disabled child are
available. These needs are estimated using yearly budgeted rehabilitation
expenses for disabled children. Expenditures for other groups are estimated using
the same proportions as previously: the rehabilitation needs of the disabled child
are equal to the rehabilitation needs of the second disability group, are half of the
rehabilitation needs of the first disability group, and are 60 percent of the reha-
bilitation needs of the bedridden. With this revision, the coefficients were
updated for each type of disability, as described in table B.10.

The final needs index is a sum of the coefficients for food, caregiver, service,
special means, and medical service needs as indicated in equation 4.2. Table 4.2
shows the final coefficients associated to each category group of table 4.1. As
expected, people with disabilities receive a higher needs index, followed by chil-
dren, refugees, single pensioners, and, lastly, single mothers.
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Table 4.2 Needs Coefficients, N

All Male Female

Status/age (0-3) (4-6) (7-12) (13-17) (18-29) (30-39) (40-59) (60+) (18-29) (30-39) (40-59) (60+)
Healthy 124 116 1.04 1.21 1.04 1.00 1.04 1.13 0.93 0.92 0.95 1.04
Child with

disability 158 159 150 1.70 0 0 0 0 0 0 0 0
Person with

disability

group 1 0 0 0 0 1.64 1.60 1.56 1.50 1.50 1.50 1.50 1.50
Person with

disability

group 2 0 0 0 0 1.56 1.51 1.47 1.41 141 141 141 141
Refugee 140 129 1.15 1.30 1.14 1.10 1.05 1.13 0.99 0.99 099 1.12
Bedridden 165 158 146 1.68 1.58 1.53 1.49 143 1.42 1.40 1.38 1.38
Single

pensioner 0 0 0 0 133 1.29 1.25 1.18 117 1.16 1.14 1.12
Pregnant 0 0 0 1.32 0 0 0 0 1.1 1.1 1.1 0
Breastfeeding

woman 0 0 0 1.21 0 0 0 0 1.08 1.09 1.13
Single mother 0 0 0 1.44 0 0 0 0 1.14 1.14 1.14
Orphan 136 120 1.04 1.21 0 0 0 0 0 0 0 0

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.

Summary

The needs index captures the caloric and noncaloric needs of particular
groups of people as compared to a healthy adult male. The different groups
are distinguished by age, gender, social status, and health. Each subset of the
population has varying necessities and expenditures, which are important to
capture in the ultimate coefficient. While the rubric calls for a 70:30 split
for caloric and noncaloric and a 48:52 split for medicine and monitoring
needs, these weights are now adjusted according to the groups’ defining
features.

The revision of the needs index was an important contribution of this
exercise as it had not been revised since 2006, although the needs of many
groups have changed. Nowadays, technology changes and recently gained
knowledge can generate more needs for children but can alleviate the cost
of special needs for some people with disabilities.ll Moreover, the support
of the government has changed radically with the introduction of universal
health care.

Children got an important increase in the needs index. One of the main rea-
sons for this increase from the original index was that kindergarten costs were
omitted by mistake. Additional elements that added to the needs of this group
were an increase in the monitoring costs of children 0-3 years old and a rise in
the price of textbooks.

On the other hand, the coefficients for people with disabilities decreased.
Many of the adjustments came from the use of optimal coefficients that could
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catch cases where expenses were exaggerated. This applies to particular illnesses,
for example, psychological therapy was overestimated for single pensioners.
Internally displaced persons (IDPs) were excluded from the needs index.
It was argued that if a person has no disability or other special status, then the
caloric and noncaloric needs are the same for IDP or any other person. On the
other hand, the household consumption index (the numerator of the PMT for-
mula) can estimate if the consumption is not enough to satisfy the needs of IDPs.

Notes

1. From Georgian law regarding “the rule for calculation of the subsistence minimum.”

2. For example, the introduction of universal health care clearly affects the needs of the
elderly and disabled, as their medicines are now covered by the program and the
person needs to cover only out-of-pocket expenses.

3. See GeoStat, “Subsistence Minimum Calculation Methodology for a Working Male,”
http://geostat.ge/cms/site_images/_files/english/methodology/Subsistence%20
Minimum%20Calculation%20Methodology%20for%20Working%20Age%20
Male%20ENG.pdf.

4. Special means refers to all the additional expenses needed by different groups of the
population, from books for children of school age to special equipment for persons
with disabilities. More details are provided later in this chapter.

5. The previous needs index used the subsistence minimum for 2004 of GEL 130.
The subsistence minimum is yet another parameter that authorities could modify to
affect the level of generosity.

6. The average of Q3 and Q4 of 2013 was GEL 148.9, ranging between GEL 144.8 and
155.1.

7. This is based on the caloric needs of different age groups. According to GeoStat the
minimum caloric needs for the working-age healthy male is 2,300 kcal. However the
needs index looks at the age group 30-39. The caloric need for this age group as
defined by previous methodology is 2,230 kcal per day.

8. This assumes that a healthy young man has no special means need.

9. Tables B.5 and B.6 show the noncaloric service needs (in GEL) for all the
categories of individuals and the associated coefficients. Keep in mind that

Ks = Ky + Ko + K30 M

10. The final values and coefficients of the medical service needs can be found in tables
B.11 and B.12.

11. Table B.13 shows the percentage change in the index for each category group of the
population.

References

NCDC (National Center for Disease Control). 2011. Health Care: Statistical Yearbook.
Thilisi. http://www.ncdc.ge/AttachedFiles/ENG688.pdf.

Pkhakadze, Nikoloz, Varlam Kvantaliani, and Vasil Tsakadze. 2015. “Needs Index
Revision—Project Report.” International School of Economics at Tbilisi University.

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2

53


http://dx.doi.org/10.1596/978-1-4648-0900-2
http://www.ncdc.ge/AttachedFiles/ENG688.pdf




CHAPTER 5

The New Scheme of TSA Benefits
and the Child Benefit Program

Introduction

The Targeted Social Assistance (TSA) reform not only reviewed the proxy means
test (PMT) of the consumption index and updated the needs index, it also modi-
fied the structure of benefits of the TSA and established an associated program.
In this chapter the TSA benefit structure modifications and the creation of the
Child Benefit Program (jointly the TSA+CBP reform hereafter) are introduced
together because they have common elements, such as using the TSA vulnerabil-
ity score for targeting beneficiaries, being financed from the same budget, and
being implemented by the same agency. By having two complementary programs
with a common targeting tool, the Social Services Agency (SSA) is now making
a step toward a more comprehensive and efficient system of social protection
and labor.

A differentiation of TSA benefits according to the level of vulnerability score
was established. It creates four categories or tiers, and the tiers’ combined benefit
allotments are equivalent to the current TSA coverage (table 5.1). In addi-
tion, the equalization of the benefits for each member of the household is
expected to reduce the incentive among members of a household to apply sepa-
rately to the TSA. The new cutoffs in the revised benefit structure were set
in accordance with the following requests from the government of Georgia
(GoG): (1) households below 57,000 score should not receive less than before
the reform, (2) total population coverage should not be decreased or increased,
(3) all household members should receive similar amounts, and (4) the total
monthly budget should not be increased substantially.

The CBP was introduced during the reform and uses the TSA targeting for-
mula. This transfer program provides funds to families registered with the TSA
that have a score of up to 100,000 and that have children under 16 years of age.
Despite being two separate and distinct programs, the TSA and the CBP could
be perceived as one package, as the size of the transfer provided to those under
the 65,000 cutoff was calculated taking into account the CBP benefit. Box 5.1
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Table 5.1 Structure of Benefits: Comparing Current and New TSA Programs

Prereform TSA Postreform TSA
Variable Variable
benefit benefit Child
Core benefit  (per each Core benefit (per each benefit
Prereform  (for first HH  additional ~ Postreform TSA  (for first HH additional (per
Tier TSA score member) member) score member) HH member) child)
1 60 48 0-30,000 60 60 10
2 60 48 30,001-57,000 50 50 10
0-57,000
3 60 48 57,001-60,000 40 40 10
4 60 48 60,001-65,000 30 30 10
5 57,000+ 0 0 65,001-100,000 0 0 10
Not beneficiary 0 0 Over 100,000 0 0 0

Note: Benefits given in GEL per month. GEL = Georgian lari; HH = household; TSA = Targeted Social Assistance.

Box 5.1 Child Benefit Program Criteria

- Benefits are for children under the age of 16.

» Households with vulnerability scores up to 100,000 are eligible. Households with scores
65,000-100,000 receive Child Benefit Program solely.

« The transfer is GEL (Georgian lari) 10 per child, payable every month.

Source: Decree No. 215 of the Government of May 18, 2015, which amends decree No. 145.

describes the main features of the CBP. Part of the program is financed with sav-
ings coming from the differentiated benefit structure of the TSA, but it requires
additional budget support. The combination of the new benefit structure for the
two programs TSA+CBP resulted in the five-tier scheme described in table 5.1,
in comparison with the situation before the reform. The reader should bear in
mind that only households with children in tiers one to four will collect both the
TSA and the CBP.

Thus, depending on the level of vulnerability and the demographic composi-
tion of the household, winners and losers (both in terms of TSA participation and
the size of the TSA transfer) will be rendered. Table 5.2 summarizes the benefit
levels for the most common household configurations as well as the percentage
of households expected to fall in each cell. It is clear that in terms of size of trans-
fer, tier 1 is the group of households that will clearly win. Those in tiers 2 to 4 will
be losers, with those in tier 4 losing the most. In tier 2, only childless households
will receive a lower transfer. However, their loss only moves them back in time to
their situation two years ago, to the level of benefits received up until 2013.

Some of the TSA newly ineligible households will be partially compensated
for the loss, because they will receive the CBP transfer. For example, for house-
holds with many children in tier 2 and tier 3, the loss in the TSA transfer will be
offset by the gain of the CBP. For example, a family in tier 2 with two adults and
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Table 5.2 Theoretical Benefit Levels Based on Prereform and Postreform Benefit Structures and Percentage of the Population Affected by the Change

Postreform
TSA benefit only (GEL) Child benefit (GEL) Population
Prereform Tier 2 Tier 3 Tier 4 Tier 5 Tier 2 Tier 3 Tier 4 Tier 5
benefit Tier 1 30,000- 57,000- 60,000- 65,000- Tier1  30,000- 57,000- 60,000- 65,000
HH size  Adults Children structure (GEL) <30,000 57,000 60,000 65000 100,000 (0-100,000) <30,000 57,000 60,000 65000 100,000
1 1 0 60 60 50 40 30 0 0 0 4,763 304 2,428 19,463
2 2 0 108 120 100 80 60 0 0 576 16,872 2,566 4,294 41,163
2 1 1 108 120 100 80 60 0 10 633 0 1,645 0 4,402
3 3 0 156 180 150 120 90 0 0 3,569 20,949 1,441 3,662 50,247
3 2 1 156 180 150 120 90 0 10 0 8,069 1,441 3,620 15,215
3 1 2 156 180 150 120 90 0 20 2,286 4,474 0 0 2,225
4 4 0 204 240 200 160 120 0 0 649 15,365 6,711 6,846 39,436
4 3 1 204 240 200 160 120 0 10 7330 17,511 2,181 4,594 33,660
4 2 2 204 240 200 160 120 0 20 8,526 13,876 10,082 4,552 36,423
4 1 3 204 240 200 160 120 0 30 0 0 0 0 1,132
5 5 0 252 300 250 200 150 0 0 2,773 6,775 0 3,727 26,549
5 4 1 252 300 250 200 150 0 10 664 14,984 1,583 1,439 32,908
5 3 2 252 300 250 200 150 0 20 8,475 19,407 0 4,851 41,375
5 2 3 252 300 250 200 150 0 30 5,336 2,706 0 0 11,839
5 1 4 252 300 250 200 150 0 40 2,763 2,161 0 2,043 13,419

Note: Population percentages calculated using Integrated Household Survey (IHS) 2013 estimation sample (additional module data). Tiers are determined by TSA vulnerability score as described in table 5.1.
GEL = Georgian lari; HH = household; TSA = Targeted Social Assistance.
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two children would have almost no reduction in the total TSA transfer, from
GEL (Georgian lari) 204 to GEL 200. However, if the CBP is added, the total
transfers TSA+CBP will increase relative to the prereform, from GEL 204 to
GEL 220 (see chapter 7).

The new scheme of benefits is expected to result in increases in benefits for the
poorest groups and reductions in benefits for those closer to the eligibility threshold.
In the poorest tiers—tier 1 and tier 2 as defined in table 5.1—some households are
expected to receive an increase in benefits of up to 38 percent (tier 1) and 18 per-
cent (tier 2), depending on the household demographic composition. Households
with more children have larger gains than households with fewer children. Still, in
tier 2 there are pockets of benefit losers: these are childless households. Among this
tier, one-person and two-person households are of special concern, since they are
likely to comprise elderly people, whose ability to receive support from other
income sources may be limited. Some of the newly ineligible are also compensated
later by the later modification to the needs index (see chapter 9).

The TSA+CBP reform contains elements—change in eligibility formula,
change in structure of benefits, and introduction of CBP—that will result in dif-
ferent combinations of winners and losers. Some households will be winners
because they can now enter the program, others because they receive a larger
transfer, either by the TSA or the TSA in combination with the CBP. Others will
be losers because their benefits will decrease to pre-2013 levels. In the next two
chapters, there is more detailed analysis of each of these elements, with attention
to the performance of the TSA+CBP package. Notice that the analysis of winners
and losers is confined to the TSA program and does not evaluate changes in total
welfare coming from other programs and services.

Fiscal Implications

The introduction of the TSA+CBP reform package will require an increase in the
program budget by 14 percent. Almost all of the increase can be attributed to the
CBP. The TSA will cost 2 percent more than previously, and most of the incre-
ment comes from extending benefits to the CBP beneficiaries. The combined
package will increase the total budget to GEL 26.4 million from the 2014 level
of GEL 23.1 million, based on the survey data.

The additional budget buys increased coverage of families via the CBP, which
contributes to reducing child poverty. The 9 percent increase in the TSA+CBP
budget buys a considerable expansion of coverage and makes policy sense
(figure 5.1). The reform predicts halving extreme poverty among children, from
around 7.1 to 3.23 percent based on UNICEF’s measure of child poverty
(see chapter 2 and “Glossary” for definitions). According to the Integrated
Household Survey (IHS) 2013 additional module, 7.1 percent of the child popu-
lation lived under extreme poverty (58 percent higher than the population
extreme poverty rate of 4.5 percent). By introducing the new methodology, the
extreme poverty rates are estimated to fall to 4.4 and 3.7 percent for children
and the overall population, respectively. The only way to equalize the extreme
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Figure 5.1 Budget Implications of the Reform
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Current TSA TSA only Child benefit only TSA and child
benefit

Note: CBP includes children 0 to 16 years old. CBP = Child Benefit Program; GEL = Georgian lari; TSA = Targeted Social
Assistance.

child poverty rate with the general population poverty rate is to introduce a well-
targeted child benefit (according to the model, even GEL 10 per child per month
can reduce both rates to 3.2 percent). However, it should be noted that (1) the
extreme poverty threshold is half of the subsistence minimum and (2) covering
the children below the 65,000 TSA score would not give the same results. More
analysis needs to be done in terms of the broader impact of the program on a
variety of outcomes (poverty, but also employment, education, health, and nutri-
tion) and the potential comparison with other allocations of funds. Ultimately,
however, the decision is a favorable one. As a result, the government is already
planning jointly with UNICEF a sound evaluation of the impact of the CBP.

Summary

The reform comprised the following elements: a change in eligibility formula, a
change in the structure of benefits, and the introduction of CBP. As expected,
these types of reforms yield winners and losers of the TSA program. Some house-
holds will be winners because they become eligible to the TSA program, others
because they receive a larger transfer (either from the TSA, the CBP, or both).
Other households will be losers because they become ineligible to the TSA or
because the benefits received will decrease to the levels of 2013.

As previously discussed, the change in PMT formula improved targeting,
leakage and undercoverage results, and accuracy. The reform will also create a
new structure of benefits: four tiers of coverage based on level of vulnerability.
Instead of all beneficiaries receiving the same amount (which was the case
before), differentiated groups of beneficiaries will receive proportional
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amounts according to need. This scheme of benefits should also be instrumen-
tal in maintaining low work disincentives as corroborated by the World Bank
study (Santos et al. 2015). Moreover, the new CBP will provide additional
support for families with children under 16 and who score below 100,000.
Since the TSA covers only households that score below 65,000, a new tier of
beneficiaries will be added—tier 5: households with children and a score of
65,000-100,000. While tier 5 families will not receive TSA benefits, they will
have financial help from CBP.

With these policy changes, winners and losers of the TSA will be rendered,
depending on their level of vulnerability and their households’ demographic
compositions. The new scheme of benefits results in increases in benefits for the
poorest groups and reductions in benefits for those closer to the eligibility thresh-
old. That being said, less vulnerable families with children who suffer benefit
reductions due to the revisions in the eligibility formula may recover part of their
loss by receiving the CBP. Moreover, a whole new tier of vulnerable families will
be qualified for SSA assistance. As for budgeting, total allotments given by the
new benefits structure will be equivalent to that of the prereform scheme.
However, the CBP will require additional funding. In total, the TSA+CBP reform
package will require an increase in the program budget by 14 percent, from GEL
23.1 million to GEL 26.4 million.

The combination of the scheme of benefits of the TSA and the CBP can be
perceived as a hybrid along the way to a comprehensive and efficient social pro-
tection system. On the one hand, the gradual reduction of benefits serves to
maintain the low work disincentives of the TSA program, but it also relies on an
underlying assumption that poorer families have larger needs than relatively less
poor ones. Based on this assumption and given that the PMT is usually not accu-
rate enough to statistically differentiate the level of poverty for narrowly defined
groups (as those that give place to the four tiers), an alternative and probably
more accurate approach would be to identify the specific needs of the popula-
tion to serve and to provide a transfer or service directed to that need. This is
exactly what the CBP does: it identifies families with children under 16 as a
group with a specific need.

A natural next step is to continue the identification of needs of this group.
As the needs are identified and served through specific programs, the total trans-
fers to households will result from a staggered (short) list of programs instead of
a narrowly defined range in the TSA vulnerability score. Chapter 10 proposes an
analytic framework for Georgia to start thinking about how to approach the
development of a system of social protection and labor.

Note

1. The total budget will increase due to the implemented compensation measures.
However, this was not forecasted by the GoG, and the decision of adjusting the mea-
sures to ensure fiscal sustainability has been postponed until the elections of October
2016 are completed.
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CHAPTER 6

Winners and Losers of the
TSA Program

Introduction

Chapter 6 examines the effect of the revision of the Targeted Social Assistance
(TSA) formula on the targeting performance and the identification of the win-
ners and losers of the TSA reform, before the introduction of compensation
measures. It analyzes two types of winner-loser dichotomies. The first group,
extensive margin winners or losers, are those who win eligibility to the program
and those who lose it. The second group, intensive margin winners or losers, are
those who remain eligible and are winners or losers based on increases or
decreases in transfer amount (see box 6.1 for a summary of the definitions).

Note that persons and households benefit from other transfers besides the
TSA. A limitation of this report is that it does not examine winners and losers
in terms of total transfers received from all programs and services. Ideally, a
comprehensive winners and losers analysis should account for the total transfers
received, the needs (access and costs of services) of the groups, and their oppor-
tunities. Simply looking at whether they gain or lose eligibility to a single pro-
gram is not enough to assess the well-being of the group with respect to its past
or in relation to other vulnerable groups. Moving toward the delivery of social
assistance in a systemic way will help stakeholders understand the relative well-
being of the various vulnerable groups.

The transition from the pre- to the postreform program presents significant
challenges that need to be addressed. Nearly half of current beneficiaries become
losers—either extensive or intensive losers as defined above. Twenty-six percent
of current beneficiaries would become altogether ineligible in the absence of
compensation measures. In absolute terms, this means that about 120,000 peo-
ple would lose eligibility to the TSA (counting all members residing in affected
households), and of these only 20,000 will qualify for the Child Benefit Program
(CBP) created as part of this reform (see chapter 5). Also, over 164,000 would
experience a decline in benefit level. Of the 28 percent of current beneficiaries
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Box 6.1 Types of TSA Winners and Losers

« Always eligible are those who remain eligible for Targeted Social Assistance (TSA), that is,
those who were eligible before and after the reform.

- Always ineligible are those who remain ineligible for the TSA, that is, those who were ineligi-
ble before and after the reform.

Among those who are affected by the reform we identify winners and losers. There are two
ways current beneficiary households can lose as a result of the TSA reform.

« Extensive loss is experienced by people who lose eligibility to the TSA under the new proxy
means test (PMT) formula (they may be called newly ineligible).

« Intensive loss is experienced by those who remain eligible (always eligible) to the TSA but
receive a smaller benefit as a result of changes in the benefit structure.

Winners, too, can be classified in two types:

« Extensive gain is experienced by those who were ineligible under the current targeting but
become eligible under the new formula (they may be called newly eligible).

« Intensive gain is experienced by those who remain eligible (always eligible) but receive
higher benefit amounts after the reform.

that would experience a partial reduction in benefits, 12 percent would lose
more than half of their prereform benefit amount.

The CBP does provide additional protection to the vulnerable, but likely not
enough. Although the predictions on poverty suggest that the CBP benefits will
protect some of the poor and will decrease child poverty, the value of CBP trans-
fers may often be insufficient to provide adequate levels of protection due to their
small size. Moreover, the devaluation of the GEL (Georgian lari) that occurred
after the approval of the program in December 2014 already dilutes part of the
value of the transfer. The expected impact of this program is described in more
detail in chapter 7.

Coverage of the TSA remains unaltered by design.! One of the objectives
from the outset was to maintain the level of coverage of the TSA. The objective
responds to different political needs. On the one hand, the government is able to
maintain its commitment to pay more attention to social issues. On the other, the
TSA—jointly with other transfers—has played a critical role in reducing poverty
since 2008, and with the economic slowdown of 2014 and the devaluation of the
GEL, it is critical now to sustain the size of the program. Thus, to maintain cover-
age at 12.6 percent, the eligibility threshold to the TSA was raised from 57,000
to 65,000 in the vulnerability score. It should be noted that the increase in
the threshold is not associated with an expansion of the program, but rather is
intended to maintain the coverage.

The revised eligibility formula leads to some reshuffling of beneficiaries.
Under the revised formula and using comparable thresholds, 26.0 percent of
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Table 6.1 Transition Matrix: People Moving in and out of the TSA Program

Postreform TSA status

TSA beneficiary TSA nonbeneficiary
Prereform TSA status ~ HH with children ~ HH w/o children ~ HH with children ~ HH w/o children
Nonbeneficiary 114,948 31,602 369,142 2,654,621
Beneficiary 251,862 87,249 21,267 97,736

Source: Calculations based on Integrated Household Survey (IHS) 2013 estimation sample (additional module data).

Note: Only third quarter included. Persons receiving TSA live in a household with a vulnerability score lower than 57,000

for prereform eligibility formula and scores below 65,000 for postreform eligibility formula. HH = household; TSA = Targeted
Social Assistance.

prereform beneficiaries (119,003 persons with scores under 57,000 in the old
formula) will lose eligibility to the TSA—they are called extensive margin TSA
losers or simply TSA losers, hereafter. At the same time, 146,550 persons (or
31.9 percent of prereform beneficiaries) will enter the program—they are called
extensive margin TSA winners or newly eligible for short. Table 6.1 shows in detail
the transition matrix for people in and out of the TSA as a result of the revision
of the formula. Some of the TSA losers, it should be noted, will gain eligibility to
the CBP as discussed in chapter 7, so the net loss becomes smaller. The reshuf-
fling responds to the government’s objective of supporting families with children
while maintaining constant the level of coverage.

Besides the reshuffling, the revised eligibility formula improves the targeting
performance by increasing the coverage of the poorer quintile and by reduc-
ing the leakage from richer households. More precisely, the coverage of the
poorest quintile increases from 47 to 53 percent. While improvements in the
coverage of the poor are concentrated in the second decile, from 22.5 to
32 percent coverage, the coverage of the households in the first decile also
slightly increases, from 71 to 73 percent. Both are very good targeting out-
comes (see figure 6.1).

Improvements arise because the revised eligibility formula accomplishes its
objective of excluding wealthier households while replacing them with poorer
ones. The percentage of TSA beneficiaries under the reform are relatively con-
centrated in the second decile (figure 6.2). Among the excluded households,
42 percent come from above the poorest quintile, while among the newcomers,
77 percent belong to that group (see figure 6.3).

TSA winners and losers are not equally distributed across space, but the
reshuffling within regions is relatively balanced. Map 6.1 shows the percentage
of winners and losers by region. Mtskheta-Mtianeti has the highest share of
newly ineligibles (losers), while Kvemo Kartli has a negligible number of losers.
As can be seen, most of the regions with the darker shade also have the darker
dots, suggesting that the reshuffling occurs within regions too. An exception is
Kvemo Kartli, where there are more new extensive margin winners than losers
before compensation measures.

Consistently, TSA extensive winners have lower total expenditure per
adult equivalent (PAE) than TSA extensive losers, at every point in the
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Figure 6.1 Coverage of the TSA, Before and After the Reform
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Source: Calculations based on IHS 2013 estimation sample (additional module data).

Note: Deciles are computed using consumption pre-TSA transfer and per adult equivalent (PAE). Persons eligible live in a
household with a vulnerability score lower than 57,000 for prereform eligibility formula and scores below 65,000 for
postreform eligibility formula. TSA = Targeted Social Assistance.

Figure 6.2 Distribution of TSA Beneficiaries, Before and After the Reform
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Source: Calculations based on IHS 2013 estimation sample (additional module data).

Note: Deciles are computed using pre-TSA transfer consumption PAE. Beneficiaries are persons living in households receiving TSA. PAE = per adult
equivalent; TSA = Targeted Social Assistance.
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Figure 6.3 Distribution of Extensive Winners and Extensive Losers
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Source: Calculations based on IHS 2013 estimation sample (additional module data).

Note: Deciles are computed using consumption pre-TSA transfer and PAE. Newly eligible are persons living in households that gain eligibility
to the TSA, and newly ineligible are persons living in households that lose eligibility to the TSA with the reform. PAE = per adult equivalent;
TSA =Targeted Social Assistance.

Map 6.1 Percentage of TSA Winners and Losers, by Region
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and therefore not reported. TSA = Targeted Social Assistance.
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welfare distribution. The proxy means test (PMT) proxies consumption based
on observable characteristics that cannot be manipulated by the beneficiary to
increase his or her probability of eligibility for the program. First, noneligible
households spend more than eligible households; always-ineligible households
spend twice as much as newly eligible (TSA winners) and always-eligible
households. Second, as shown in figure 6.4, the total expenditure PAE is lower
for those who are entering the program than for those leaving it (with the
exception of the third decile, which is not statistically different). Moreover,
greater differences are observed in the lower deciles. For instance, TSA loser
households in the poorest decile spend twice as much as TSA winners (GEL
108 against GEL 51 per month PAE, respectively).

Within each decile, TSA winners not only consume less in total—suggesting
more vulnerability—but also consume less food, beverages, and tobacco than
TSA losers. For example, TSA extensive margin losers and those households that
continue to be eligible (always eligible), spend 49 percent and 46 percent,
respectively, on food, beverages, and tobacco as a percentage of total consump-
tion (figure 6.5). TSA extensive margin losers consume 55 percent (or GEL 28
per month PAE) more in these items than always-eligible households. Only
expenditure on clothing and education as a percentage of total cash consumption
is slightly lower for TSA extensive margin losers than for the rest of the popula-
tion. Note, however, that TSA extensive margin winners spend a larger share in
the rubric “other” than always eligible and losers, which could be worrisome if

Figure 6.4 Consumption of Winners versus Losers by Decile
400 A
350 o
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250 A
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150 ~
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Total consumption (GEL, PAE)
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Source: Calculations based on IHS 2013 estimation sample (additional module data).

Note: Deciles from total pre-TSA consumption PAE in GEL. Population-weighted averages. Newly eligible are persons living in households that
gain eligibility to the TSA, and newly ineligible are persons living in households losing eligibility to the TSA with the reform. GEL = Georgian lari;
PAE = per adult equivalent; TSA = Targeted Social Assistance.
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Figure 6.5 Disaggregation of Consumer Spending per Adult Equivalent
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Source: Calculations based on IHS 2013 estimation sample (additional module data).

100

Note: Weighted data at the household level. Total cash expenditure in parenthesis, in 2013 GEL. Note that these categories refer to basic needs of
the households. Excludes nonconsumption expenditures (agriculture, transfers, saving and lending, and property acquirement). See box 6.1 for

the definitions of winners and losers.

Table 6.2 Income Elasticity to Spending in Different Types of Goods, by TSA Status

Disaggregation Always ineligible Newly eligible Newly ineligible ~Always eligible
Food, beverages, and tobacco 0.931 1.328 1.018 1.072
Clothing and footwear 1.653 1.009 0.720 1.130
Household goods 1.397 1.440 1.063 0.924
Health care 1.191 2.339 2.300 2.331
Fuel and electricity 0.755 0.699 0.815 0.560
Transport 2677 2.044 1.542 1.504
Education 1.711 -0.223 —-0.169 0.796
Other 1.059 1.084 0.888 1.054

Source: Calculations based on IHS 2013, all quarters included.

Note: Elasticities are calculated using a weighted ordinary least squares (OLS) regression of the dependent variable (logarithm
of the total pre-TSA consumption PAE) in the explanatory variables for each type of consumption category, also in logs. Logs
of zero values are replaced for Log(0.0001). Total pre-TSA consumption is interpreted as a proxy of total income. Italics denote
estimates that are not significant. PAE = per adult equivalent; TSA = Targeted Social Assistance.

the additional transfer is not directed toward its intended uses: food, health,
and education.

If income increased for TSA newly eligible and always-eligible beneficiaries,
consumption on health care would increase more than proportionally, relative
to TSA newly ineligible and TSA always-ineligible. Table 6.2 displays the
income elasticity of demand for each category of consumption goods. It shows
that an increase of 1 percent of income is associated with a more than propor-
tional increase on food consumption of 32 percent and 7 percent for newly
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eligible and always-eligible households, respectively. And the elasticities for
health care are even higher. However, the values for health care should be
interpreted with caution, as spending in health can increase or decrease with
income. For example, it could also be possible that, as income increases, the
proportion of the income spent in health becomes relatively smaller, maybe
due to access to better health insurance. Other high-income countries show the
opposite result: wealthier families spend relatively more on health than poor
families spend. This is very much linked to the type of health insurance and
health services available in different countries.

Change in the Structure of Benefits of the TSA

The revised benefit structure is progressive in that it awards larger transfers
to poorer households. The prereform benefit structure allocates GEL 60 to the
first adult in the household and GEL 48 to each subsequent person (regardless
of age). The revised benefit structure introduces a more complicated benefit
calculation formula as the transfer depends on the vulnerability score, but it also
simplifies allocation by distributing the same amount to every member in the
household. The amount of the transfer varies from GEL 60 to GEL 30 per
household member, with an additional GEL 10 per child from the CBP. The
details of the benefit structure are presented in table 5.2 in chapter 5. The fact
that each household member contributes to the total transfer in the same pro-
portion will discourage large households from artificially splitting to receive a
bigger transfer.

Even if the poor will be relatively better off overall, some current poor benefi-
ciaries will experience a loss. Figure 6.6 shows that, as expected, total consump-
tion PAE before the reform was lower for those who will receive higher benefits
than for those who will experience a benefit loss. The persons in the poorest
deciles are the ones who now receive the largest transfer, while those in the other
deciles are more likely to see a reduction in the amount received—for instance,
households close to the threshold will receive a smaller transfer (23 percent
lower than the prereform transfer).

However, the type of consumption rubric does not change significantly
between intensive margin winners and intensive margin losers. Figure 6.7 pres-
ents the proportion of spending allocated to each category, which varies by a
maximum of 2 percentage points between the two groups. Food, beverages,
tobacco, and health care expenditures account for more than 66 percent of the
total spending in both cases. Differences in mean levels are sizable, however.
While households that will lose benefits spend GEL 117 per month, households
that win benefits spend GEL 101.

For most of the intensive margin losers, the loss will be a small percentage of
the transfer, but for a few, the loss will be sizable. Figure 6.8 shows the kernel
distribution for the losses and gains (in percentage points of the original transfer)
as a result of the reform. As it can be seen, the largest accumulation of the mass
of the distribution occurs just below zero, and there is some mass for loses
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Figure 6.6 Cumulative Distribution of Consumption for TSA Intensive Margin Winners and Losers
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Source: Calculations based on IHS 2013 estimation sample.

Note: Population-weighted estimates based on persons living in households eligible for TSA. GEL = Georgian lari; PAE = per adult equivalent;

TSA =Targeted Social Assistance.

Figure 6.7 Composition of Consumption among Eligible Households, Intensive Margin
Winners and Losers
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Source: Calculations based on IHS 2013.
Note: Household weighted estimates based on persons living in households eligible for TSA. Total cash expenditure PAE in
parenthesis, in 2013 GEL. GEL = Georgian lari; PAE = per adult equivalent.
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Figure 6.8 Distribution of Intensive Margin Winners and Losers, by Size of Loss or Gain
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Source: Calculations based on IHS 2013 estimation sample (additional module data).

Note: Population-weighted results based on persons living in TSA-eligible households. Losses and gains are expressed as a
percentage of total transfer before the reform. TSA =Targeted Social Assistance.

around 50 percent. Thus, while 35 percent of the always eligible lose less than
15 percent of the transfer, fewer than 10 percent lose more than 40 percent of
the transfer. Alternatively, the gains are more concentrated in smaller values. No
intensive margin winner obtains more than a 26 percent increase, and most of
the winners gain around 20 percent.

There are more intensive winners than losers in the bottom decile, while the
opposite is true in the second-to-bottom decile. Figure 6.9 shows the distribution
of intensive winners and losers by decile of monthly consumption PAE. As
expected, among all TSA recipients the entire action is observed in the bottom
two deciles. Consistent with the objective of the benefit structure, most of the
intensive margin winners are in the bottom decile, while more intensive margin
losers than winners are closer to the eligibility threshold, both in the second and

third decile.

Winners and Losers in Terms of Social Categories

There are sectors of the population that are entitled to other social benefits beyond
the TSA in Georgia. The THS identifies a wide range of social categories that are
considered vulnerable and/or entitled to benefits under Georgia’s social assistance
system. Some of these categories are rather specific, and the number of observa-
tions corresponding to them in the IHS sample is small, making it necessary to
group them into larger, conceptually homogeneous categories. Thus, this report
combines “disabled persons” and “persons with specific health needs.”? Another
category analyzed for this purpose is “single nonworking pensioner.” The definition
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Figure 6.9 Distribution of Winners and Losers
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Source: Calculations based on IHS 2013 estimation sample (additional module data).

Note: Deciles from total pre-TSA consumption PAE. Population-weighted estimates based on persons living in TSA-eligible households.

PAE = per adult equivalent; TSA = Targeted Social Assistance.

of that group allows for certain discrepancies, thus complicating the situation for
the social agents who establish the membership of people belonging to this group.2

The single, nonworking pensioners group constitutes an important share of the
newly ineligible persons before compensation measures. Table 6.3 shows the cov-
erage rates within each social group. As seen in the table, coverage rates were
slightly reduced for all groups, but for single nonworking pensioners coverage is
drastically reduced, from 34 to 6 percent. Disqualification of single nonworking
pensioners is not compensated with the admission of other pensioners—in fact,
almost no single nonworking pensioners will be newly eligible (less than 1 percent,
as seen in table 6.4). It is worth mentioning that even with the prereform eligibility
formula the number of single nonworking pensioners would have gone down if
the pension levels were adjusted. The pension amount in the prereform formula
was maintained at GEL 80 even when the actual pension was already increased to
GEL 110 for those 60-67 years old, and GEL 125 for those above 67. The postre-
form methodology further adjusts to reflect the actual pension at GEL 160 per
pensioner. This analysis does not disentangle how much is due to the revision of
the PMT and how much is due to increases in Old Age Pensions.

Nevertheless, all social groups, with the exception of IDPs, are extensive mar-
gin losers. Second to single nonworking pensioners, the group that faces greater
chances of losing eligibility is persons with disabilities. Coverage for this group is
estimated to fall from 28 to 20 percent (see table 6.3). Note that this group
represents 17 percent of those that are newly ineligible, while they represent only
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Table 6.3 Prereform and Postreform TSA Coverage, by Social Categories

Coverage rate (%)

Social category Prereform Postreform
Disabled persons 27.54 20.30
Persons with specific health needs 20.59 16.53
Single nonworking pensioners 34.47 6.35
IDPs 8.47 17.74

Source: Calculations based on IHS 2013 estimation sample (additional module data).
Note: Population-weighted estimates based on persons living in TSA-eligible/noneligible households.
IDPs = internally displaced persons; TSA = Targeted Social Assistance.

Table 6.4 Proportion of Social Categories within Each Group of Winners and Losers
percent

Always Newly Newly Always eligible Total of the

Social category ineligible eligible ineligible  Benefit loss Benefit gain  population
Disabled persons 3.88 523 16.94 11.45 7.89 491
Persons with specific

health needs 5.09 7.62 14.05 9.95 8.1 5.86
Single nonworking

pensioners 1.31 0.50 15.21 1.82 0.00 1.70
IDPs 3.37 17.82 447 3.12 1.13 3.88

Source: Calculations based on IHS 2013 estimation sample (additional module data).
Note: Columns one to five show the percentage of each social group within the total of each winners and losers group.
For example, 16.94 percent of the newly ineligible are disabled persons. IDPs = internally displaced persons.

5 percent of the total population (table 6.4). In other words, they are overrepre-
sented among newly ineligibles. A similar story can be told for individuals with
serious health needs. The coverage rate for this group will fall, and they are over-
represented among the newly ineligibles relative to the size of this group in the
total population.

Nevertheless, for each of these groups, there are fewer intensive margin losers
at the bottom of the distribution than at the top. Figure 6.10 shows that the dis-
tribution of beneficiaries after the reform is more skewed toward the bottom (the
points are always above the bars for the bottom two deciles with the exception of
IDPs). This suggests that many extensive losers will be coming from the third
decile and above.

For all social groups, the numbers of individuals experiencing a reduction in
benefits are slightly higher than those of individuals experiencing an increase
in benefits. Figure 6.8 shows that the number of people facing benefit losses and
benefit gains are almost equal. Thus, since table 6.4 shows that each of the social
groups is overrepresented among those with benefit loss than among those with
benefit gain, it can be inferred that there will be more people facing benefit losses
than gains in each group. For example, while 12 percent of those that will see a
benefit loss are disabled, only 8 percent of those that will see a benefit gain
belong to that group. Notice that none of the single nonworking elderly are
expected to receive higher benefits. For each social group, figure 6.11 shows that
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Figure 6.10 Distribution of Prereform and Postreform Beneficiaries for Select Social Categories
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Note: Pre-TSA transfer consumption PAE deciles. Population-weighted estimates based on persons living in households eligible/noneligible to

TSA. Postreform refers to the new eligibility formula and benefits before compensation measures. IDPs = internally displaced persons; PAE = per
adult equivalent; TSA = Targeted Social Assistance.
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there is considerable reshuffling within each quintile. However, for disabled
people and persons with specific health needs, more winners than losers appear
in the second quintile.
The posttransfer distribution of the disabled changes a little and remains
pro-poor. The composition of beneficiaries of these two social categories post-
reform becomes somewhat more pro-poor, with 44 percent of beneficia-
ries concentrated in the bottom decile, rather than 39 percent prereform (see
figure 6.10, panel a). For the persons with specific health needs, the story seems
to be similar, but the slim number of observations does not allow one to draw
reliable conclusions (figure 6.10, panel c).
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Figure 6.11 Distribution of Intensive Margin Winners and Losers for Social Groups
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Note: Pre-TSA transfer consumption PAE quintiles. Population-weighted estimates based on persons living in elgibible/
noneligble TSA households. IDPs = internally displaced persons; PAE = per adult equivalent; Q = quintile; TSA = Targeted
Social Assistance.

While the coverage of single nonworking pensioners is much lower under the
updated beneficiary structure, the postreform distribution is more pro-poor, with
38 percent coming from the poorest decile (versus 20 percent prereform). In
other words, the revised PMT is more likely to disqualify those single elderly who
are better off (figure 6.10, panel d). When the intensive margin is examined,
most of the benefit losses correspond to single pensioners in the bottom quintile,
while there are no single pensioners with benefit gains (figure 6.11). Since single
pensioners are the big losers, this report also examines the potential implications
in terms of consumption. Panel a of figure 6.12 shows that consumption is lower
for pensioners that will enter the program and higher for those that will become
ineligible.

Compensation measures to protect the TSA losers were adopted by the
government. Often, although not always, governments adopt compensation mea-
sures to protect losers from a reform. The government of Georgia introduced two
compensation measures in August 2015, and they are discussed in chapter 9.

Winners and Losers in Terms of Demographic Characteristics

This section examines the effect of the change in targeting formula on various
types of households, defined by their demographic characteristics.

Based on the government’s objective, the big winners are households with
children. More gains are identified in chapter 7 as TSA recipients and other house-
holds in tier 5 will qualify for CBP. Among the newly eligible, half of them come
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Figure 6.12 Composition of Consumption Expenditure PAE for Single Nonworking Pensioners
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Source: Calculations based on IHS 2013.
Note: Weighted data at the household level based on persons living in households eligible/noneligible to TSA. Total cash expenditure in
parentheses is PAE. GEL = Georgian lari; PAE = per adult equivalent; TSA = Targeted Social Assistance.

from families with one or two children and 29 percent from families with three
or more children. Conversely, 70 percent of the newly ineligibles come from fami-
lies without children and only 6 percent have three or more children. The same
pattern is observed for the intensive margin winners and losers (see table 6.6 at
the end of this section).

Most of the families with children that enter the program come from
the second decile. Figure 6.13, panel ¢, shows the distribution of beneficiaries
for families with children before and after the reform. After the reform, a
smaller percentage of beneficiary households with children goes to the bottom
decile. However, this result is driven by the fact that there is a higher number
of beneficiary households with children in the second decile (not resulting from
a fall in the absolute number of beneficiary households in the bottom decile).

Other winners in terms of demographic groups are rural households. Although
there are more extensive margin losers than winners among urban households
(coverage of urban households goes down from 9.5 percent to 7.2 percent), there
is a considerable reshuffling. This is indicated by the large percentages of rural
newly eligible and ineligibles compared to its share of the total population:
77 percent of winners and 72 percent of losers are rural households, compared
to their proportion of 50 percent of the total population (see tables 6.5 and 6.6).

No conclusions can be drawn for male- and female-headed households.
While the percentage of male-headed households that are newly eligible is
similar to the representation of this group in the total population (71 versus
74 percent, respectively), many more female-headed households become
ineligible for the TSA program relative to their share in the total population
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Figure 6.13 Distribution of Prereform and Postreform Beneficiaries, by Select Demographic
Groups and Decile
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figure continues next page
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Figure 6.13 Distribution of Prereform and Postreform Beneficiaries, by Select Demographic
Groups and Decile (continued)
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Source: Calculations based on IHS 2013.
Note: Winners and losers defined within demographic group following definitions of box 6.1. Pre-TSA consumption
PAE deciles. PAE = per adult equivalent; TSA = Targeted Social Assistance.

Table 6.5 Current and Postreform TSA Coverage, by Demographic Categories

Demographic category Prereform coverage (%) Postreform coverage (%)
Residence type

Urban 9.48 7.19

Rural 18.68 13.53

Female head of household

No 11.51 9.21
Yes 19.59 12.81
Number of children

None 14.28 6.56
Tor2 12.89 14.64
3 and more 20.69 29.16

Highest level of education for any member of household

Lower secondary or less 34.60 22.98
Upper secondary 26.07 18.58
Secondary vocational or professional 16.84 1241
Higher + 4.14 3.60

Note: TSA = Targeted Social Assistance.
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Table 6.6 Distribution of Winners and Losers (Intensive and Extensive Margin), by

Demographic Group
percent

Always eligible
Demographic Always Newly Newly Benefit Benefit
categories ineligible eligible ineligible  reduction increase  Total
Residence type
Urban 52.7 234 283 384 34.1 49.2
Rural 47.3 76.6 7.7 61.6 65.9 50.8
Female-headed household
No 75.7 71.2 62.2 59.6 66.6 739
Yes 243 28.8 37.8 40.4 334 26.1
Number of children
None 453 216 78.5 42.6 7.6 43.8
lor2 47.8 50.8 17.0 51.8 63.8 47.8
3 and more 6.9 27.6 4.5 5.6 286 85
Highest level of education for any member of household
Lower secondary or less 1.9 10.2 7.7 8.2 2.0 2.7
Upper secondary 18.5 485 46.8 429 47.5 23.1
Secondary vocational 242 252 36.3 28.0 34.2 25.2
University 55.5 16.1 9.2 20.8 16.2 48.9

Source: Calculations based on IHS 2013.
Note: Winners and losers defined within demographic group following definitions of box 6.1.

(38 versus 26 percent, respectively).? However, this result should be taken with
caution for two reasons. First, “female-headed household” in Georgia does not
mean single-female-adult households. In many cases, the head is the female
elder living in the household, and this is not the main breadwinner. Second, the
definition of headship used by the THS might be different than that of the TSA
registration. Caution in interpretation is needed given that the group of female-
headed households overlaps with single-elderly pensioners, who were identi-
fied as more likely to be newly ineligible.

Overall, when examining the intensive margin winners and losers, most of the
results coming from the average are driven by the changes in the bottom quintile
of the welfare distribution. As expected, since most of the households in the TSA
are in the bottom quintile, information presented in figure 6.14 corroborates that
the results described in the preceding paragraph come from reshuffling in the
bottom quintile, especially for rural and female-headed households.

Examining Potentially Overlapping Effects

So far, the analysis has focused on each household characteristic in isolation.
However, there are overlaps among groups of interest, and some of the observed
bivariate relationships could describe a single phenomenon. For instance,
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Figure 6.14 Distribution of Intensive Margin Winners and Losers for Rural and Female-Headed Households,
by Quintile
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Source: Calculations based on IHS 2013.
Note: Winners and losers defined within demographic group following definitions of box 6.1. Pre-TSA consumption PAE deciles.
PAE = per adult equivalent; Q = quintile; TSA = Targeted Social Assistance.

disabled beneficiaries are also likely to be single nonworking pensioners;>
female-headed households are also likely to be single pensioners.® This section
examines marginal contributions of various characteristics using regression
analysis. The regressions are used to describe the underlying associations only
and are not intended to show causality. In particular, they seek to identify the
variables that are correlated with (1) the probability of losing eligibility under
the new targeting methodology and (2) the probability of having reduced ben-
efits if remaining eligible. One set of regression results excludes controls for
pre-TSA consumption level of the household, while the other includes them.
The probability of becoming ineligible is higher for single nonworking pen-
sioners, households without children, and households whose members hold
upper secondary and vocational secondary or professional degrees. In the regres-
sions, the effect on the disability indicator indicates that the disabled are no more
likely to be excluded once the presence of single pensioners and persons with
specific health needs is accounted for. This does not mean that concerns about
the impact of the change in the targeting methodology on the disabled should be
discounted. In fact, it suggests that while being a single pensioner is more closely
linked to the chance of losing eligibility, many of the single pensioners also suffer
from disabilities—that is, they exhibit multiple and overlapping vulnerabilities.
It is not clear whether the revised eligibility formula removes from the pro-
gram those households who have the capacity to provide for themselves (house-
holds with nonemployed adults). More analysis is required to draw conclusions
on the correlation with the presence of an unemployed adult in the household,
because the variable is significant in all cases but of opposite value depending on
the estimation model (negative in the linear probability model but positive in
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the logit). If it were corroborated that households with spare labor are less likely
to lose eligibility—even after accounting for the number of children in these
households and consumption levels—then there is a concern, as the program
retains those households who have the capacity to provide for themselves while
removing those who cannot.

These conclusions are altered when controlling for the level of consumption.
Table 6.8 repeats the estimates of table 6.7 but adds as controls the quantile of
distribution of the household. None of the results change.

Summary

This reform maintains constant coverage and reshuffles beneficiaries. As a result,
the revision of the PMT formula creates winners and losers, both in terms of
eligibility to the TSA program and in terms of the size of transfer. The group that
bears the burden of the reform is the single pensioners. While the TSA served
21,299 single-pensioner persons, after the reform it is expected to benefit only
3,922 persons. The other category of households affected is that of disabled and

Table 6.7 Regression Results for Probability of Losing Benefits, without
Consumption Controls

HH no longer eligible®  HH receives reduced benefit®

OoLS Logit OoLS Logit

Independent variables
Urban —-0.062 0.611 0.010 1.073
HH has a disabled member —-0.078* 0.586* —0.168** 0.380**
HH has a person with specific

health needs 0.013 1.094 —0.148* 0.465*
Single nonworking pensioner 0.358%** 7.484%** -0.123 0
HH has an IDP 0.102 1.779 0.086 1.648
Female-headed HH —0.111%* 0.488** —-0.038 0.777
HH has no children 0.378*** 9.724%¥* 0.467%** 13.678***
Education
Upper secondary 0.090 2.368 —0.224* 0.247*
Secondary vocational 0.157%* 3.402%* —0.235* 0.239*
University + 0.045 1.263 —-0.048 0.709
Nonemployed adult —0.152%** 0.376%** —0.203** 0.304**
Constant 0.184** 0.136*** 0.838*** 8.402**
Number of observations 409 409 232 221
R-squared 0.303 0.274 0.262 0.217

Note: The table displays regression results for probability of losing benefits and receiving reduced benefit
among those who remain eligible, without consumption controls (marginal effects reported). Pseudo
R-squares shown for logit models. Education refers to maximum educational attainment of any HH member.
HH = household; IDP = internally displaced person; OLS = ordinary least squares.
a. 1if newly ineligible and 0 if always eligible.

b. 1if reduced benefit and 0 if increased benefit.
Significance level: *p<0.1, **p<0.05, **p<0.01.
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Table 6.8 Regression Results for Probability of Losing Benefits, with
Consumption Controls

83

HH no longer eligible®  HH receives reduced benefit®
OLS Logit OoLS Logit

Independent variables
Urban —-0.033 0.699 0.005 1.052
HH has a disabled member —0.093** 0.487** —0.179** 0.351**
HH has a person with specific

health needs —-0.001 0.977 —-0.156** 0.439**
Single nonworking pensioner 0.288***  8.507*** -0.141
HH has an IDP 0.121 2216 0.100 1.799
Female-headed HH —0.091** 0.459%* —-0.028 0.856
HH has no children 0.329***  9.1971%** 0.461%** 13.446%**
Education
Upper secondary 0.138* 4.682%* -0.196 0.267
Secondary vocational 0.170%* 5.497%* —0.232* 0.221*
University + 0.055 1.310 -0.026 0.731
Nonemployed adult —0.096** 0.516** —0.185** 0.336%**
Consumption quintile
Q2 0.229%* 3.984%* 0.060 1.739
Q3 0.290%**  6.832%** 0.245 4.530*
Q4 0.412%** 25 55%* -0.159 0457
Q5 0.280***  5.767%** 0.317%**
Constant 0.060 0.0410%** 0.795%** 6.984%*
Number of observations 409 409 232 217
R-squared 0.370 0.350 0.277 0.228

Note: This table displays regression results for probability of losing benefits and receiving reduced benefit for
those who remain eligible, with consumption controls (marginal effects reported). Empty cells signify that
these variables were not included in the regression. Pseudo R-squares shown for logit models. Education
refers to maximum educational attainment of any HH member. HH = household; IDP = internally displaced
person; OLS = ordinary least squares; Q = quintile.
a. 1 if newly ineligible and 0 if always eligible.

b. 1 if reduced benefit and O if increased benefit.
Significance level: *p<0.1, **p<0.05, ***p<0.01.

persons with specific health needs, with 25,006 persons losing TSA benefits. On
the other side of the spectrum, families with children are clear winners. While
80 percent of the newly eligible households have children, 70 percent of the
newly ineligible have no children.

There are overlaps between certain groups of interest, and some of the
observed bivariate relationships could describe a single phenomenon. For
instance, disabled beneficiaries are also likely to be single nonworking pension-
ers, and female-headed households are also likely to be single pensioners.
Also, the effect on the disability indicator in the ordinary least squares (OLS)
and logit regressions indicates that the disabled are not more likely to be
excluded once the presence of single pensioners and specific health needs is
accounted for.
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Besides reshuffling beneficiaries, the revision of the PMT increases targeting
accuracy and maintains pro-poor distribution among narrowly defined popula-
tion groups. As expected from the discussion in this chapter, when analyzing the
winners and losers, most of the reshuffling still manages to bring more people
from the bottom of the welfare distribution within each category analyzed into
the TSA program. Most of these gains within categories come from households
in the second decile or even the second quintile.

The improvements in targeting due to the reform as seen in the simulations
are likely to be attenuated during implementation. It must be kept in mind that
the comparison drawn here is between the current TSA performance, which
already reflects inaccuracies and errors related to implementation, and the theo-
retical (ideal) performance of the revised targeting model. When implemented,
the revised PMT model is likely to perform worse than these estimates due to a
number of possible factors, including (1) lower than expected take-up (since not
all poor are likely to register for the scheme); (2) errors in collection of applicant
data by social agents, combined with potential bottlenecks in the grievance
and case-management system; and (3) possible instances of misrepresentation
and manipulation of data by household members, and so on. Nevertheless, these
effects are expected to be very small given that management processes function
very well.

Compensation measures were needed and adopted for some social categories.
The analysis points to the disproportionate disqualification of the disabled, per-
sons with specific health needs, and single nonworking pensioners. Even when
accompanied by a parallel admission of persons from these categories to other
programs and benefit increases to some of the existing beneficiaries, these “losers”
produced by adjustments to the targeting methodology should be carefully con-
sidered, because the individuals in these categories are commonly regarded as
socially vulnerable. Compensation measures are discussed in chapter 9.

Notes

1. Coverage is defined as the share of beneficiaries in the total population. Unless explic-
itly stated otherwise, coverage figures consider direct and indirect beneficiaries, that is,
all members of beneficiary households.

2. Disabled persons include (1) persons with sharply expressed disability (group one),
(2) persons with significantly expressed disability (group two), (3) persons with a
moderately expressed disability (group three), (4) children with disability (under the
age of 18), (5) blind persons (disability of the first group), (6) ill persons (including
persons confined to bed), (7) persons who cannot move without assistance, (8) men-
tally ill persons registered in an outpatient clinic, and (9) mentally ill persons not
registered in an outpatient clinic. Persons with specific health needs include (1) persons
who require urgent surgery for treatment of life-threatening disease, (2) persons who
require permanent medicine and/or outpatient treatment against life-threatening
disease, (3) persons who require a nurse, (4) pregnant women (20 weeks and over),
and (5) breastfeeding mothers (with a child under the age of one year).
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3. As per Decree of the Government of Georgia No. 145 of July 28, 2006, Article 8,
single pensioner is defined as a pensioner (by age or by disability) who has a permanent
address but does not have a breadwinner (as defined by the Civil Code of Georgia,
articles 1212, 1218, 1223, 1224, 1225, 1226, 1227, 1228, 1229); or became homeless
for a number of reasons and does not have a permanent address, lives with a separate
household, but does not participate in the household affairs and there is proof that
the household does not take care of the person.

4. Being labeled a female- or male-headed household does not necessarily mean that the
designated female or male is the main breadwinner for the family. The surveys used
in this study leave it up to family to decide who they declare as a household head. In
half of the cases these might be the oldest member of households, in the rest, the
breadwinner.

5. However, once a person reaches the age of retirement he or she is no longer assessed
for disability. Thus, with the current data it cannot be determined if a disabled person
is also a single pensioner.

6. To be more precise, in the total population, the female-headed single-pensioner
households represent 73 percent of all single pensioners’ households, but only 5 percent

of all female-headed households.
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CHAPTER 7

Winners from the CBP

Introduction

Chapter 7 examines the performance of the Child Benefit Program (CBP).
It focuses on coverage, distribution of beneficiaries and benefits, and resulting
winners and losers of the reform. Clearly, all CBP beneficiaries will be winners,
as the program did not exist in 2013. Thus, this chapter links the results to those
of chapter 6 to understand if this transfer alleviates the losses of households
affected by the revision of the eligibility formula of the Targeted Social Assistance
(TSA) program.

The CBP will provide support to 265,400 children. As shown in table 7.1,
many of these children live in households that will receive TSA support after the
reform (366,810 persons in households with TSA and children) while many oth-
ers live in households that will not (390,409 persons in households without TSA
and children). With the introduction of the new program, the support from the
Social Services Agency (SSA) spreads in smaller amounts to a larger number of

households.

Who's Winning from the Child Benefit Program

Only 20 percent of prereform beneficiaries will not qualify for either program,
TSA or CBP, based on estimations before the introduction of compensation
measures. This 20 percent comprises mostly households with adults. By design,
the reform benefits families with children, and only 3 percent of prereform
beneficiaries with children will not qualify for any program.

Not only does the targeting performance of the TSA improve, but the combi-
nation of programs remains pro-poor. Figure 7.1 shows the coverage of the TSA
and CBP by decile before and after the reform. It shows that coverage of TSA
recipient households with children increases after the reform, especially in the
bottom quintile, and also in the third decile (green bar is taller than striped bar).
On top of this, the CBP will add support to families with children, and most of
it goes to the bottom half of the distribution. However, this program has some
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Table 7.1 Child Benefit Program Beneficiaries and TSA Eligibility Before and After
the PMT Reform

Postreform TSA vulnerability score (and eligibility)

Score 0-65,000 Score 65,000-100,000 Score 100,000+
Prereform TSA TSA with TSAw/o  NoTSAwith NoTSAw/o NoTSAwith No TSAw/o
eligibility status children children children children children children
Nonbeneficiary 114,948 31,602 369,142 127,895 1,283,804 1,242,922
Beneficiary 251,862 87,249 21,267 61,809 4,357 31,570

Source: Calculations based on Integrated Household Survey (IHS) 2013 estimation sample (additional module data).
Note: TSA eligible with vulnerability score under 65,000 with the new PMT formula. PMT = proxy means test; TSA = Targeted
Social Assistance.

Figure 7.1 Coverage of CBP and TSA Beneficiaries
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Source: Calculations based on IHS 2013 estimation sample (additional module data).

Note: Deciles from total pre-TSA consumption per adult equivalent (PAE). Population-weighted estimates. CBP = Child Benefit
Program; TSA = Targeted Social Assistance.

leakage in the top deciles, even with the improvements of the revised eligibility
formula.

The distribution of beneficiaries of the CBP is more spread along the deciles
in the bottom half of the distribution. Since the CBP is distributed using a less
restrictive threshold, by definition its targeting accuracy will be lower. However,
this is relative as the threshold is set higher. Also, programs that are not narrowly
targeted to the poor are not less accurate if they are reaching the intended group.
Figure 7.2 shows that the distribution of beneficiaries of the CBP is less skewed
to the bottom than that of the TSA—either pre- or postreform. Still, consump-
tion of households with CBP is more similar to those of the TSA than those that
are left out of the TSA or the CBP (figure 7.3).
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Figure 7.2 Distribution of CBP and TSA Beneficiaries Before and After the Reform
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Source: Calculations based on IHS 2013 estimation sample (additional module data).
Note: Deciles from total pre-TSA consumption PAE. Population-weighted estimates based on persons living in households
eligible/noneligible to TSA. CBP = Child Benefit Program; PAE = per adult equivalent; TSA = Targeted Social Assistance.

Figure 7.3 Cumulative Distribution of Consumption for Different TSA Vulnerability Scores
(per Adult Equivalent)
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eligible/noneligible to TSA. GEL = Georgian lari; PAE = per adult equivalent; TSA = Targeted Social Assistance.
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Figure 7.4 Disaggregation of Consumption Spending by TSA Score
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Note: Weighted data at the household level. Total cash expenditure in parentheses. GEL = Georgian lari; TSA = Targeted Social Assistance.

Some CBP beneficiaries are less vulnerable than TSA beneficiaries but are
much more vulnerable than those left out of both programs. When looking at the
expenditure per adult equivalent (PAE), it is clear that those receiving solely CBP
(score 65,001-100,000 with children) are better off than those receiving the
TSA (score 0-65,000, with or without children). However, they are still far away
from the rest of the population (score 100,000+). The average monthly spending
PAE of those with scores of 0-65,000 is GEL (Georgian lari) 104 per month,
while for those with scores of 65,001-100,000 it is 44 percent higher (GEL 146).
See figure 7.4 for more details.

Note that those who receive only CBP allocate resources differently than
those with lower scores. Households with scores of 65,001-100,000 spend 6 per-
cent less of their budgets on food, beverages, and tobacco. As household income
increases, a larger proportion of income is allocated to expenditures on other
types of consumption. For example, these households increase spending on trans-
portation and nonclassified goods. Furthermore, as household income increases,
relatively less is allocated on food, beverages, tobacco, and health. For example,
eligible households allocate 47 percent of their income on food spending while
noneligible assign 37 percent.

Summary

With the revisions, the TSA program will be better at targeting and covering
households with children. To further the SSA objective of providing additional
support for vulnerable families, the CBP will spread small amounts of support to
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a larger number of households. Together, the programs are pro-poor and focus
their attention on the bottom half of the consumption distribution curve.

The CBP is able to help two main groups of vulnerable families: those who
qualify for TSA and those who do not. The first group of “winners” are simultane-
ously TSA and CBP beneficiaries. For these households, the CBP gives an addi-
tional help to alleviate the financial hardships that come with raising children.

The second group of vulnerable families—in the third, fourth, and fifth deciles
of the pre-TSA consumption distribution—may not be in conditions of extreme
poverty, but they are still in need of help. Even though they are not as poor as
those that qualify for TSA (as they have TSA scores of 65,001-100,000), they
still lag far behind the rest of the population in terms of having the resources to
meet familial needs. The CBP can be an important tool for addressing the age-
specific vulnerabilities of children and the needs for the families with children.
Moreover, many of these families would have been made newly ineligible for the
TSA program after the reform; the CBP will help them cope with the transition.
About 20 percent of the newly ineligible TSA beneficiaries will receive CBP.
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CHAPTER 8

From Theory to Practice: Pretesting

Introduction

Chapter 8 discusses the results of the pretest of the reformed eligibility formula
(by reestimation of the proxy means test [PMT] methodology and needs index)
and the benefits schemes. Many of the lessons drawn from the preliminary analysis
of winners and losers were applied to formulate the framework of the pretesting.
Namely, special attention was given to the following nine groups: (1) households
with children, (2) pensioners, (3) people with disability, (4) internally displaced
persons (IDPs), (5) households in the mountain regions, (6) pensioners with
disabilities, (7) people with disabilities living in mountain regions, (8) pensioners
living in mountain regions, and (9) people with disabilities living in mountain areas.

The government of Georgia moved quickly into the implementation phase of
the Targeted Social Assistance (TSA) program reform. The pretesting was done
between March and April 2015, once the law with the new eligibility formula
was passed in December 2014. This was done with the objective of starting the
reassessment of households by June 2015. The plan is to assess about a tenth or
a twelfth of the beneficiaries each month and to use the new formula for those
that are new to the registry. The pretest is critical to uncover potential problems
that could not be accurately estimated in the distributional analysis based on
household survey data, and to identify implementation issues either in the train-
ing of the social agents or in delivering the revised household declaration registry.
Many times, the pretesting does not bring new information, especially if the
preparatory work has been thorough. Nevertheless, this is part of the due dili-
gence, and not catching potential implementation issues could be costly, not only
administratively but also politically.

The pretest sample comes from the Social Services Agency database of the
TSA applicants that have applied for the benefits since June 1, 2010, comprising
407,307 households. Using a two-stage cluster sampling, 4,560 households were
selected. Full interviews were conducted in 3,565 households. The lowest
response rate was observed in Tbilisi’s urban area (63.6 percent) and the high-
est was in village-type settlements (85.6 percent). Thilisi’s low response rate
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Table 8.1 Pretest Response Rate, by Areas Used in the PMT Formula

Sampling Number of Response
Strata type volume responses rate (%)
Capital (urban part) 720 458 63.6
Big cities 960 668 69.6
Other urban-type settlement 1,280 1,069 83.5
Village type 1,600 1,370 85.6
Total 4,560 3,565 78.2

Note: Based on administrative pretesting data of March—April 2015. PMT = proxy means test.

entails a potential bias, as it is most likely that better-off households refused to
participate in the pretest. See table 8.1 with the response rates for all areas.

Results from Pretesting

The main winners of the reform are large families, in particular families with
children. As expected from the prereform distributional analysis on winners and
losers (chapters 6 and 7),! the pretesting confirmed that the largest groups nega-
tively affected by the change are single pensioners and adults with disabilities
(Berulava 2015). The results of the pretest also showed the discrepancy in cover-
age rates of the capital city. The reason is related to the low response rate; higher
differences in the mean values of indicators are likely to come from richer house-
holds that were not part of the pretesting, that is, households participating in the
interview were poorer than the average registered household. This fact demands
that readers use caution when interpreting the results from the pretesting in
Thilisi. Nevertheless and overall, the pretest confirms findings of the projections
conducted while the methodology was being developed.

The number of people covered will remain practically unchanged. Even
though the overall number of beneficiaries does not change much, there is a
reshuffling among groups who will be targeted by the revised eligibility formula.
Table 8.2 shows the numbers of beneficiaries for each of the groups of interest
coming from the pretesting sample. While there is an 8 percentage point increase
in the coverage of children and IDP populations, there are reductions in the
coverage of pensioners (16 percentage points) and adults with disabilities
(14 percentage points). Noticeably, the results arising for IDP populations in the
pretesting differ from those of the household survey. While results from the
household survey (table 6.3 in chapter 6) indicated that the total number of
IDPs covered before and after the reform would increase, the results from the
pretesting provide a more accurate estimate of this important gain for this group
(table 8.2). The gain is as large as that identified for families with children, who
without doubt are the big winners of the reform. This difference very likely
comes from the fact that in the pretesting the sample was derived from the
household declaration registry, and certain groups, such as IDPs, tend to register
themselves for assistance more than others.
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Table 8.2 TSA Beneficiaries for Select Groups of Population, Before and After the Reform

Newly recalculated

Prereform formula  prereform formula  Postreform formula
Category Number Percent Number Percent Number Percent
Population 441,114 338 332,928 255 433,220 33.2
Children 102,024 39.9 81,432 318 122,792 48.0
Pensioners 79,447 34.0 49,873 213 40,766 174
Adults with disability 53,505 494 46,764 43.2 38,283 353
IDPs 34,515 418 23912 28.6 41,081 49.1
Mountain 61,865 334 42,135 227 57,592 311
Pensioners and disabilities 17,917 47.0 15,663 411 9,944 26.1
Pensioners, disabilities, and mountain 1,637 39.6 1,505 36.4 1,401 339
Pensioners and mountain 12,394 336 6,195 16.8 5,367 14.6
Disabilities and mountain 5,463 416 5,060 38.6 4,717 359

Note: All groups of population are registered in the Social Services Agency's database for vulnerable families. Pensioners refers
to the Old Age Pension recipients. Percentages represent current TSA beneficiaries in the corresponding category. Pensioners
and disabilities refers to pensioners who have disabilities. IDPs = internally displaced persons; TSA = Targeted Social Assistance.

The new methodology favors larger families. The average family size of benefi-
ciary households identified by the new PMT formula is 3.85, while family sizes
for the status quo formula as well as for recalculated status quo are 3.07 and
3.24, respectively. Such changes also led to a 31 percent increase of mean
monthly TSA amount per household.

The new formula performs better than the recalculated status quo (prere-
form) formula when comparing coverage by regions. The new formula—either
when it increases the number of potential beneficiaries compared to the status
quo scores or when it decreases the coverage—still performs better compared to
the recalculated status quo. Most of the gains are observed in Thilisi, Guria,
Mtskheta-Mtianeti, Samegrelo, Samtskhe-Javakheti, and Kvemo Kartli (table 8.3).
In other regions where the coverage goes down, the new formula still performs
better than the recalculated status quo, except in Racha.

The largest groups made ineligible by the revision of the eligibility formula are
pensioners and adults with disabilities. Table 8.4 shows the number of current
TSA beneficiaries that lose eligibility according to the pretesting for each of the
groups of interest. The pretesting corroborates the findings from the previous
chapters as pensioners—especially those living in mountain areas—is the group
that is affected the most by the reform. However, it is interesting to note that
part of the loss in terms of eligibility already comes from the newly recalcu-
lated status quo formula, not from the revision of the methodology (51 and
63 percent, respectively, for pensioners living in mountain areas).

The new formula shows lower rates than the recalculated status quo of with-
drawal for the population in all regions except for Racha and Guria (table 8.5).
At the same time, Guria will have a higher number of beneficiaries than the
status quo or the newly recalculated status quo. However, the same cannot be
said about Racha. Again, these regional patterns might arise in the pretesting
because the number of observations is larger compared to the household survey.
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Table 8.3 TSA Beneficiaries for Regions, Before and After the Reform

Newly recalculated

Prereform formula prereform formula Postreform formula
Region Number  Percent ~ Number Percent Number Percent
Thilisi 94,842 41.72 81,128 35.69 96,738 42.55
Guria 11,885 21.40 13,917 25.05 15,787 28.42
Racha 8,913 60.06 7,465 50.30 7,849 52.89
Kakheti 57,404 43.19 47,829 35.98 54,066 40.68
Imereti 82,686 30.97 56,138 21.02 69,752 26.12
Mtskheta-Mtianeti 10,042 3433 5,740 19.63 15,199 51.96
Samegrelo 34,050 25.36 22,113 16.47 35,040 26.10
Samtskhe-Javakheti 4,771 26.59 3,830 21.34 5,190 28.92
Kvemo Kartli 27,686 29.58 23,772 25.40 33,622 35.93
Shida Kartli 63,969 47.77 41,830 31.23 56,038 41.84
Ajara 44,861 2261 29,160 14.70 43,933 22.15

Note: Percentages represent current TSA beneficiaries in the corresponding category. Information for Racha-Lechkhumi-
Kvemo Svaneti is merged with Imereti in the study dataset and therefore not reported. TSA = Targeted Social Assistance.

Table 8.4 Current TSA Beneficiary Population Becoming Newly Ineligible to
TSA, by Newly Recalculated Pre- and Postreform Formula

Newly recalculated

prereform formula Postreform formula
Category Number  Percent ~ Number Percent
Population 142,501 32.30 99,948 22.66
Children 27,117 26.58 6,782 6.65
Pensioners 35,415 44.58 46,049 57.96
Adults with disability 10,942 2045 18,601 3477
IDPs 15,000 43.46 9,372 27.15
Mountain 21,720 35.11 15,129 24.45
Pensioners and disabilities 4,374 24.42 8,731 48.73
Pensioners, disabilities, and mountain 131 8.02 558 34.13
Pensioners and mountain 6,296 50.81 7,871 63.52
Disabilities and mountain 615 11.27 1,453 26.61

Note: Percentages represent current TSA beneficiaries in the corresponding category. Pensioners and
disabilities refers to pensioners who have disabilities. IDPs = internally displaced persons; TSA = Targeted
Social Assistance.

The new formula also has the highest incoming population, compared to the
recalculated status quo. This is especially true for IDPs and children, which show
the highest percentage of newcomers—38.8 percent and 22.4 percent, respec-
tively (see table 8.6). As discussed in table 8.2, it is worth noting that IDPs are
now identified as winners of the reform.

With the introduction of the new eligibility formula, the total funds required
for the TSA and the CBP financing will increase by approximately GEL
(Georgian lari) 1,400,000 (or by 6 percent) and amount to GEL 24,298,441 per
month. All regions, with the exception of Racha, Imereti, and Shida Kartli, will
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Table 8.5 Current TSA Beneficiary Population Newly Ineligible to TSA across
Regions, by Newly Recalculated Pre- and Postreform Formula

Newly recalculated

prereform formula Postreform formula
Region Number Percent Number Percent
Thilisi 21,778 9.58 19,797 8.71
Guria 989 1.78 1,407 253
Racha 1,969 13.27 2,601 17.53
Kakheti 16,344 12.30 11,487 8.64
Imereti 27,508 10.30 23,988 8.98
Mtskheta-Mtianeti 4,796 16.40 1,534 5.25
Samegrelo 15,376 1145 10,652 7.93
Samtskhe-Javakheti 1,670 9.31 726 4,05
Kvemo Kartli 6,411 6.85 4,560 4.87
Shida Kartli 28,632 21.38 14,578 10.89
Ajara 17,024 8.58 8,614 4.34

Note: Percentages represent current TSA beneficiaries in the corresponding category. Information for
Racha-Lechkhumi-Kvemo Svaneti is merged with Imereti in the study dataset and therefore not reported.
TSA =Targeted Social Assistance.

Table 8.6 Beneficiary Population Newly Eligible to the TSA Program, by the
Newly Recalculated Pre- and Postreform Formula

Newly recalculated

prereform formula Postreform formula
Category Number  Percent ~ Number  Percent
Population 34,314 10.31 92,054 21.25
Children 6,525 8.01 27,550 22.44
Pensioners 5,841 11.71 7,368 18.08
Adults with disabilities 4,200 8.98 3,378 8.83
IDPs 4,396 18.39 15,937 38.80
Mountain 1,991 4.73 10,856 18.85
Pensioners and disabilities 2,120 13.54 757 7.62
Pensioners, disabilities, and mountain 0 0 322 23.02
Pensioners and mountain 98 1.58 845 15.75
Disabilities and mountain 213 4.21 708 15.01

Note: Percentages represent current TSA beneficiaries in the corresponding categories. Pensioners and
disabilities refers to pensioners who have disabilities. IDPs = internally displaced persons; TSA = Targeted
Social Assistance.

get higher amounts of financing according to the new formula (see table 8.7).
The highest rates of growth go to Mtskheta-Mtianeti (61.6 percent), Guria
(39.6 percent), and Kvemo Kartli (29.7 percent).

On average, the TSA amount received by each household will increase by
almost GEL 50 (31 percent increase) per month, which implies a transfer of
GEL 210 for the average household. The highest amounts of assistance received
will be in households in Ajara (GEL 255.78), followed by Kakheti (GEL 219.71),
Racha (GEL 214.73), Thilisi (GEL 215.85), and Mtskheta-Mtianeti (GEL 212.7)
(see table 8.8).
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Table 8.7 TSA+CBP Benefits by Region, per the Newly Recalculated Pre- and
Postreform Formula (in GEL)

Prereform Newly recalculated Postreform
Region formula prereform formula formula
Thilisi 4,928,574 4,200,426 5,604,627
Guria 613,754 714,373 856,938
Racha 467,070 392,807 431,539
Kakheti 2,989,103 2,471,378 3,045,463
Imereti 4,312,200 2,910,851 3,826,315
Mtskheta-Mtianeti 523,333 295,873 845,674
Samegrelo 1,778,273 1,142,303 1,915,304
Samtskhe-Javakheti 248,307 199,221 296,046
Kvemo Kartli 1,451,982 1,240,370 1,883,391
Shida Kartli 3,309,746 2,163,480 3,114,253
Ajara 2,272,757 1,482,705 2,478,891
Total 22,895,099 17,213,787 24,298,441

Note: Percentages represent current TSA beneficiaries in the corresponding categories. Information for
Racha-Lechkhumi-Kvemo Svaneti is merged with Imereti in the study dataset and therefore not reported.
CBP = Child Benefit Program; GEL = Georgian lari; TSA = Targeted Social Assistance.

Table 8.8 Mean Household TSA Benefit by Region per Status Quo Scores and
the Newly Recalculated Pre- and Postreform Formula (in GEL)

Prereform Newly recalculated Postreform
Region formula prereform formula formula
Thilisi 157.23 164.58 215.85
Guria 170.20 184.97 209.26
Racha 142.96 136.83 214.73
Kakheti 153.50 168.94 219.71
Imereti 150.75 161.54 208.57
Mtskheta-Mtianeti 152.02 174.78 212.70
Samegrelo 148.34 169.49 186.20
Samtskhe-Javakheti 154.71 155.79 179.20
Kvemo Kartli 141.60 149.89 182.32
Shida Kartli 166.03 166.84 206.96
Ajara 228.44 214.38 255.78
Total 159.59 167.50 210.69

Note: Percentages represent current TSA beneficiaries in the corresponding categories. Information for
Racha-Lechkhumi-Kvemo Svaneti is merged with Imereti in the study dataset and therefore not reported.
GEL = Georgian lari; TSA = Targeted Social Assistance.

Summary

The pretesting confirmed all the predictions coming from the analysis based on
household survey data and shed additional light on the impact of the reform on
minority groups such as the IDPs and on the regional distribution of benefits.
Winners and losers identified in chapters 6 and 7 coincide with those observed
during the pretesting. Pensioners are the big losers and families with children the
big winners. Because the pretesting allowed oversampling of minority groups and
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regional coverage, more accurate estimates were obtained for these groups. Thus,
the pretesting showed that IDPs will benefit from the TSA reform. At the same
time, the pretesting helped to identify that mountain areas were performing as
expected.

The other main objective of the pretesting was to uncover potential imple-
mentation issues that social agents could face working with the new registry.
No issue appeared during the pretesting in this regard.

Note

1. In chapters 6 and 7 the analysis is conducted on the total population, while in the
pretest survey only those households registered in the Database of Socially Vulnerable
Families are interviewed.

Reference

Berulava, George. 2015. “Pre-testing Results of the New Methodology.” Project Report,
UNICEFE
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CHAPTER 9

Compensation Measures

Introduction

Chapter 9 discusses the measures that Georgia introduced to minimize the
adverse impacts of the Targeted Social Assistance (TSA) reform. This discussion
is framed within the good practice guidance and the scattered international evi-
dence in this matter.

Reforms generating winners and losers are usually accompanied by associated
measures to maximize the impact of the reform: (1) enhancement or mitigation
measures, (2) complementary measures, or (3) compensation measures. Mitigation
measures take into account the context so that the design and implementation
of the reform minimize the negative impact on the poor.d Complementary mea-
sures are those that are not directly related to the core objective of the reform
but will affect the total well-being of the person. For example, complementary
measures to a TSA reform that create losses among pensioners could be to raise
the minimum social pension.

Compensation measures are introduced when adverse effects of a reform are
unavoidable, and their goal is to directly compensate losers. The reason for com-
pensating losers could be to minimize the impact of the reform on poverty or on
inequality. But the reasons may also be related to political economy issues, espe-
cially if the losers have the capacity to organize themselves and threaten the
reform itself or its sustainability.

The design of compensatory schemes has to be cost-effective and aligned
with the main objective of the reform. First, the compensation measures
should not distort the objective of the reform. In other words, the compensa-
tion measures should not create biases or distortions in the incentives to the
point of invalidating the implementation of the reform or the objectives set
at the outset of the reform. Second, the cost of the compensation scheme
should be lower than the expected benefits of the reform, especially in the
long run. Third, the policy maker should take into account the opportunity
cost of the resources used to finance the compensation scheme—resources
that could otherwise be used elsewhere, even to provide support to the losers
through other policies.
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It is also very important to carefully consider the sequencing of the reform,
including the timing of the compensation measures and how the several mea-
sures are communicated to the population. It is advisable to build support for the
reform among key stakeholders from the outset to facilitate the implementation
and communication of the reform. All these aspects are critical for the sustain-
ability of the reform process.

International evidence on compensation measures varies and depends very
much on the context and the political objectives. For example, when Brazil
was designing the program Bolsa Familia there was a need to migrate benefi-
ciaries from a multiplicity of small programs at the municipal and the state
levels to the federal program. The federal government decided to set a thresh-
old high enough to include all previous beneficiaries (mitigation measures).
In the few cases where the family still would not qualify for eligibility under
the new federal higher threshold, families were automatically transferred to
the new program anyway (compensation measures).2 In this case, the design
incorporated the mitigation measures, and there was no need to introduce
compensation measures.

Other countries, although considering compensation measures when design-
ing a reform, prefer to face the political cost of having losers rather than increase
the fiscal spending on the programs. For example, Romania has been working on
introducing a revised targeting system that will be used by three social programs.2
During the design stage, various options of grandfathering—mechanisms through
which the newly ineligible remain in the program or receive a separate “grand-
fathering transfer” indefinitely or for a limited time—were considered by the
government of Romania. In particular, one of the options examined consisted of
having a separate transfer for newly ineligible households for a limited period of
time. Having analyzed all these options, the government of Romania decided to
face the political cost of the reform and not introduce any compensation
measure.

The government of Georgia decided to establish compensation measures to
minimize the negative impact on single nonworking pensioners—the group that
is affected the most negatively by the reform. The compensation measure intro-
duced in August 2015 was an increment of the needs coefficient (caloric and
noncaloric) of the pensioners in the needs index. In this way, the final well-being
score would decrease for this group, and more of them will remain eligible.
Table 9.1 shows the increment in the needs coefficient for single pensioners,
which is about 50 percent for each age group.#

Another compensation measure introduced modifies the measurement of
the utility consumption to minimize the total number of losers. As utility
spending has a significant weight in the proxy means test (PMT) formula, the
government will take out only the household’s out-of-pocket spending, after
the subsidy.® This benefit affects only families that apply to the Social
Services Agency (SSA) for it.% For example, the municipality of Tbilisi pro-
vides a utility subsidy in the amount of GEL (Georgian lari) 500 to families
with qualification scores below 70,000.Z
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Table 9.1 Needs Index Coefficient for Single Pensioners and Other Age Groups
Before and After Compensation Measures

Male Female
Status/age (18-29) (30-39) (40-59) (60+) (18-29) (30-39) (40-59) (60+)

Before 133 1.29 125 1.18 1.17 1.16 1.14 1.12
After 1.99 1.94 1.88 1.80 1.76 1.74 1.71 1.80

Source: Based on Social Services Agency reports.

Figure 9.1 Budget Implications of the TSA Reform and Compensation Measures
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Source: Calculations based on Integrated Household Survey (IHS) 2013 estimation sample (additional module data).

Note: Persons eligible with vulnerability score lower than 57,000 for prereform eligibility formula and with scores below 65,000 for postreform

eligibility formula. GEL = Georgian lari; TSA = Targeted Social Assistance.

The compensation measures will result in an increase in public expenditures
of GEL 1.77 million. Figure 9.1 shows the budget changes before and after the
compensation measures. As expected, the budget implications are driven mostly
by the increase in the coverage of the TSA, and not by changes in coverage in the
Child Benefit Program (CBP). The question going forward is whether the com-
pensation is the best use of the additional resources dedicated to social assistance.
For example, these resources could also be channeled to those that are now
brought into the TSA through other programs. In particular, if the target group
of compensation measures is single pensioners, it should be considered whether
the same overall transfer could be done through social pensions, for example by
raising the minimum social pension. This could help to (1) have a more direct
link between the transfer and the group of beneficiaries and avoid having people
benefit from more than one program and (2) diminish leakages at the middle and
top of the welfare distribution.
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Winners and Losers After Compensation Measures

After the compensation measures there are fewer losers of the reform and more
winners. The new measures increased the number of beneficiaries of the program
and did not generate any newly ineligible to the TSA. As a result, and compared
with the situation before the reform, the number of newly eligible is expected to
increase and the number of newly ineligible is expected to decrease. Table 9.2
shows that the number of newly eligible TSA beneficiaries rises from 146,550 to
155,939 (about a 6.4 percent increase in the number of newly eligible), and the
number of newly ineligible TSA beneficiaries shrinks from 119,003 to 91,037
persons (about a 24 percent decrease). In other words, the compensation mea-
sures bring in 9,389 new beneficiaries and prevents 27,966 prereform beneficia-
ries from having to leave the program.

Targeting accuracy diminishes but efficiency improvements are maintained,
especially at the bottom of the distribution. As expected, the introduction of
the compensation measures increases coverage in all deciles. Targeting accu-
racy after compensation measures is still better than the prereform targeting
situation—the coverage in the bottom two deciles increases, and coverage
decreases in all the other deciles. Figure 9.2 shows the coverage of the TSA by
decile for the prereform, postreform before compensation measures, and
postreform after compensations measures. Clearly, coverage increased all along
the distribution compared with the situation after the reform but before
compensation measures. (Note that in figure 9.2 all the circles are above the
triangle marks.) More important, the coverage after the compensation mea-
sures is above the prereform levels only at the very bottom of the distribution
(bottom two deciles).

The measures bring into the program people from the middle (and to a lesser
extent from the top) of the welfare distribution. Figure 9.3 shows the distribu-
tion of newly eligible and newly ineligible beneficiaries by deciles, before and
after the introduction of the compensation measures. The number of newly eli-
gible beneficiaries coming from the bottom deciles decreases, while it increases
at the middle and top of the distribution. Instead, more of the newly ineligible
now come from the bottom of the distribution. This, in a way, is causing the
distortion of the targeting accuracy of the program. This is why this report
recommends that the compensation measures be eliminated gradually over time.

Table 9.2 Winners and Losers Before and After Compensation Measures

Postreform TSA status

Before compensation measures  After compensation measures

Prereform TSA status ~ Nonbeneficiary ~ Beneficiary ~ Nonbeneficiary — Beneficiary

Nonbeneficiary 3,023,763 146,550 3,014,374 155,939
Beneficiary 119,003 339,111 91,037 367,077

Source: Calculations based on IHS 2013 estimation sample (additional module data).

Notes: Persons eligible with a vulnerability score lower than 57,000 for prereform eligibility formula and with
scores below 65,000 for postreform eligibility formula. Deciles are computed using consumption pre-TSA
transfer and PAE. PAE = per adult equivalent; TSA = Targeted Social Assistance.
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Figure 9.2 Coverage of TSA Before and After Compensation Measures
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Source: Calculations based on IHS 2013 estimation sample (additional module data).

Note: Deciles are computed using consumption pre-TSA transfer and PAE. Persons eligible with a vulnerability score lower than 57,000 for
prereform eligibility formula and with scores below 65,000 for postreform eligibility formula. PAE = per adult equivalent; TSA = Targeted Social
Assistance.

Figure 9.3 Distribution of Extensive Winners and Extensive Losers Before and After Compensation
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Source: Calculations based on IHS 2013 estimation sample (additional module data).
Note: Deciles are computed using consumption pre-TSA transfer and PAE based on persons living in eligible/noneligible TSA households.
PAE = per adult equivalent; TSA = Targeted Social Assistance.
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The compensation measures also bring more intensive margin winners and
reduce the number of intensive margin losers. Figure 9.4 shows the distribution
of intensive margin winners and losers. The after-compensation measures curve
is below the before-compensation measures curve for negative values and above
it for positive values. Now there is a smaller percentage of intensive margin win-
ners and a higher percentage of intensive margin losers. This is explained by the
fact that those who are “recovered” as TSA beneficiaries with the compensa-
tion measures are close to the eligibility threshold that is associated to a lower
transfer.2 The percentage of intensive margin losers has increased from 52 to
55 percent after the introduction of such measures.

The objective of leaving a higher number of single pensioners in the TSA
program is achieved. Table 9.3 shows that the coverage of all socioeconomic
groups increased. In particular, responding to the objective of the compensation
measures, the coverage of the single elderly pensioners increased the most, from
6.35 to 23.7 percent. There is a small increase in coverage of internally displaced
persons (IDPs). This increase may not be materialized later on, as those closer to
the threshold are likely to prefer the IDP benefit to the TSA transfer, as the for-
mer is larger for those with a high vulnerability score. Notice that the IDP benefit
is GEL 45, while the TSA transfer for those close to the eligibility threshold is
GEL 30 per person.

The single nonworking pensioners and other social groups that are brought
back in the TSA have relatively better levels of welfare. Figure 9.5 shows the
distribution of single pensioners’ beneficiaries by decile. After the compensation
measures, the percentage of single pensioners at the bottom decile diminishes.
The same result is observed for disabled persons or seriously ill persons.

Figure 9.4 Distribution of Intensive Margin Winners and Losers, by Size of Gain or Loss
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Source: Calculations based on IHS 2013 estimation sample (additional module data).

Note: Population-weighted results. Losses and gains are expressed as a percentage of total transfer before the reform. Before
compensation measures, 52 percent of always eligible are extensive margin losers, and after the measures the number is

55 percent.
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Table 9.3 Current and Postreform TSA Coverage Before and After Compensation Measures,
by Social Categories

Coverage rate (%)
Postreform before Postreform after
Social category Prereform compensation measures  compensation measures
Disabled persons 27.54 20.30 25.62
Persons with specific health needs 20.59 16.53 20.55
Single nonworking pensioners 34.47 6.35 23.70
IDPs 847 17.74 18.51

Source: Calculations based on IHS 2013 estimation sample (additional module data).

Note: Population-weighted estimates. The analysis is done at household level, and there is some overlap in the categories
used. As discussed in chapter 6, some single nonworking pensioners can also be persons with specific health needs. Thus, the
number of persons that could be out of any of these groups ranges between 20,394 and 22,805, depending on the overlap
of the categories. IDPs = internally displaced persons; TSA = Targeted Social Assistance.

Figure 9.5 Distribution of Pre- and Postreform Beneficiaries for Single Nonworking Pensioners
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Source: Calculations based on IHS 2013 estimation sample (additional module data).
Note: Persons eligible with vulnerability score lower than 57,000 for current PMT formula and with scores below 65,000 for new PMT. Deciles are
computed using consumption pre-TSA transfer and PAE. PAE = per adult equivalent; PMT = proxy means test; TSA = Targeted Social Assistance.

Summary

With the introduction of compensation measures, the aim of maintaining a
higher number of single pensioners in the TSA program is achieved at a cost
of almost GEL 2 million. The pensioners and other social groups that are
brought back in the TSA have relatively better levels of welfare than those
that were already in the program. These measures will result in an increase
in public expenditures of GEL 1.77 million associated with the cost of the
TSA program.

After the compensation measures there are fewer losers and more winners.
The measures increase the number of beneficiaries of the program and do leave
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very few prereform beneficiaries of the TSA out. Although targeting accuracy
with the compensation diminishes when compared with precompensation mea-
sures, improvements are maintained, especially at the bottom of the distribution.
The compensation measures bring into the program people from the middle
(and even to a lesser extent from the top) of the welfare distribution. There are
also more intensive margin winners and the number of intensive margin losers is
reduced.

The compensation measures, although achieving the objectives, could
be improved to increase their alignment with the objective of the reform at the
outset and for fiscal sustainability. This report recommends that the design and
the resources dedicated to the compensation measures be further analyzed.
Other options that could be further explored are the following:

o Split the single pensioner groups into various age categories to reflect more
accurately their needs in the adjusted coefficient in the needs index.

¢ Introduce a program directed to single pensioners, similar to the CBP.

¢ Consider returning to the Old Age Pension with age cutoffs.

It is important that the amount of the compensation measures is assessed, as
the new coefficients in the needs index for single elderly pensioners have risen
highly compared to their prereform value. Both for fiscal sustainability and to
avoid undoing the correction in the bias that the targeting formula had toward
this group, the government of Georgia should consider gradually phasing out this
compensation measure.

Notes

1. For more details on mitigation, complementary, and compensation measures see
World Bank 2003. For example, a reform on electricity that increases the electric tariff
may adversely affect the poor. The analysis of the context may show that poor house-
holds may face difficulties in accessing the grid and thus the mitigation measure could
be a subsidy of the fixed cost of connecting to the grid. If the main objective of
expanding the electrical grid was to increase the production in a certain region,
complementarity measures could further assist firms in that region in growth, providing
such things as simplification of business registration or tax exemptions. Finally,
compensation measures are those that are introduced to minimize unavoidable nega-
tive effects of the reform.

2. For more details on the Brazilian program see Lindert et al. 2007.
3. These are guaranteed minimum income, family benefit, and heating benefit.

4. 2015 Amendment to the Decree of the Government of Georgia No. 758 establishing
the methodology for assessing socially vulnerable families.

5. In other words, the amount of the subsidy is subtracted from the total spending in
utilities.
6. 2015 Amendment to the Decree of the Government of Georgia No. 141/n of May

20, 2010, establishing the rules for assessing the socioeconomic situation of socially
vulnerable families.
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7. Decree No. 18-57 of Thilisi City Council, December 19, 2014.

8. The “recoveries” are those who would have become newly ineligible in the absence of
compensation measures but after the compensation measures are retained in the TSA
program.
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CHAPTER 10

Toward a Comprehensive and
Efficient System of Social
Protection and Labor

Continuous improvement is better than delayed perfection.
—Mark Twain

Introduction

The Targeted Social Assistance (TSA) program is an efficient tool for lifting
people out of poverty. The TSA program reduces poverty incidence by about
6 percentage points. The program has performed well since its inception in 2006.
More important, there has been continuous improvement. In 2010, the formula
was revised, and in various ways for various groups the level of benefits was
raised.! This reform is an other example of the attention the government of
Georgia (GoG) pays to this important program and the interest in keeping it
efficient and relevant.

In parallel to the technical work review in this report, the GoG has been
implementing the reforms since the end of 2014. The new decrees on the revi-
sion of the TSA and on the establishment of the Child Benefit Program (CBP)
were passed in December 2014 and May 2015, respectively. The lessons from
winners and losers were used to identify the groups that were stratified in the
pretesting of the new household declaration and eligibility formula in March
2015; as well as the groups for which the GoG then implemented protective
measures and, in the case of persons that needed to transition out of the TSA
program, compensation measures.

Going forward, the GoG should work along two parallel tracks: continuing
improvement of the TSA program and shifting the attention from an efficient
social assistance program to an efficient social protection and labor system.
Continuous improvement has been a principle guiding the management of the
TSA and this should not change, as it is one of the main reasons why the TSA is
a good practice example for middle-income countries, particularly those with
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high poverty incidence. Now it is time that Georgia devote more efforts to
achieve the same level of efficiency of the TSA program in its social protection
and labor system. Currently, there is little knowledge on how many programs
there are, who the populations they serve are, and how they overlap and coordi-
nate. Developing a system is crucial for a country like Georgia, where spending
on social issues is relatively low compared to spending in similar countries (in
terms of economic development and poverty), so it can make the most out of its
investment. In what follows, this chapter presents recommendations for Georgia
along these two tracks.

Implementation of the Reform

The GoG has been working in close collaboration with UNICEF from the outset
of the reform effort, and later also with the World Bank Group (WBG), in imple-
menting the results drawn from the analysis reported here. In 2013 UNICEF
signed a memorandum of understanding with the Ministry of Labor, Health, and
Social Affairs (MoLHSA) and Georgia’s Social Services Agency (SSA) to assist in
the reform of the TSA. Soon after, both UNICEF and the WBG joined efforts in
working with the National Statistics Office of Georgia (GeoStat) in developing
an additional module to the Integrated Household Survey (IHS) to retrieve
information on the household declaration variables of the TSA and its analysis.
The output of this effort is described in chapters 2 and 3. The data were
indispensable to the reform process. Going forward, the GoG should consider
regularly collecting this module in the IHS. Although ideally this would be done
every month, it could also be done biennially and provide the necessary informa-
tion to monitor the program.

Based on the estimates from the proxy means test (PMT) developed for the
reform, two new decrees were passed updating the TSA formula and introducing
the CBP. In December 2015, soon after the results described in chapter 3 of this
report were presented,? the GoG worked closely with UNICEF in selecting a
PMT model that improved the performance of the TSA program. From early on,
part of this dialog evolved around the idea of introducing a program to provide
an additional transfer for children. The WBG came on board once the PMT
model was selected, as the reform has been included as a trigger of the Inclusive
Growth Development Policy Operation.

The PMT estimates showed there was scope for marginal improvements
based on a rather similar—though simplified—set of covariates and that the per-
formance was comparable to that of studies for other countries. The analysis
described in chapter 3 followed best practices in the field. For example, it worked
with two samples (one to estimate the PMT and another to validate the results).
It worked with various econometric models—ordinary least squares (OLS), pro-
bit, logit, and quantile regressions—tried several basic specifications, and refined
them later based on goodness of fit and feedback from the GoG (stepwise
approach). The results showed that the performance of the TSA could be
improved—even if only marginally—with the revised estimates of the PMT.
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The selected model responded to several criteria of interest to the govern-
ment. Its targeting performance is equal to or better than the runner-up mod-
els, including the status quo. The model is simple: it uses OLS, eliminates
unnecessary variables, and sticks to the number of adult household members of
working age, as opposed to a share of salaried workers, in order to avoid inaccu-
rate reporting of labor statuses in the declaration. The estimated PMT model also
performed well when tested using the validation sample.

Most of the gains come from improvements in the second decile. Coverage in
the bottom quintile is expected to raise 47 to 53 percent, with marginal improve-
ments in the bottom decile from 71 to 73 percent. Moreover, after the reform,
the distribution of benefits becomes even more pro-poor for some groups, such
as seriously ill persons or the single elderly.

The update of the PMT resulted in a reshuffling of beneficiaries, creating win-
ners and losers in terms of TSA eligibility. Because coverage remains constant, the
revision of the PMT generates an equal number of newly eligible and newly ineli-
gible persons. Survey estimates indicated that 122,721 persons in prereform TSA
recipient households would lose eligibility, while 124,343 persons would enter
the TSA program before the compensation measures were passed. Given the
efficiency gains, most of the newly eligible households come from the bottom
and second deciles.

If only TSA participation is considered, the big winners are families with chil-
dren and the big losers are single elderly households. Although the objective of
the revision of the formula was not to generate this reshuffling of beneficiaries,
these results were expected, as the TSA funding under the prereform formula
was more likely to be directed to poor families without children than poor fami-
lies with children (figure 1.7 in chapter 1). The distributional analysis coming
from the household survey data (chapters 6 and 7) was also used to inform the
design of the pretesting. This analysis uncovered internally displaced persons
(IDPs) as an additional group of potential winners, with an increase in total ben-
eficiaries of 8 percent (equivalent to families with children). However, this result
should be taken with caution as the pretesting was carried on with poor families,
of which many are IDPs, while the household survey was representative of the
total population of the country, of which IDPs are a minority.

Jointly with the revision of the PMT, the reform introduced a scheme of dif-
ferentiated levels of benefits for the TSA. Besides helping to avoid work disincen-
tives, the idea of introducing a scheme of benefits was rooted in the fact that the
TSA vulnerability score also reflects a household’s distance to a minimum level
of subsistence, normalized at 100,000 points of the vulnerability score. Ideally,
the level of the transfer should allow the household to reach that minimum
standard of living. While the idea was to provide a transfer to fill in that distance
to the minimum standard of living, it was quickly discarded due to its implemen-
tation and financial constraints.

After being confronted with all these challenges, the GoG decided to have a
four-tier benefit scheme. The first tier would maintain the level of transfers for
those households that remained below the eligibility score of 57,000 but now
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based on the revised vulnerability score associated with a lower level of welfare.
The subsequent three tiers have narrow brackets up to a score of 65,000—which
is the score that leaves the coverage constant based on the new formula. The main
weakness of this stepped scheme of benefits is that the brackets are too small to
statistically significantly differentiate the level of welfare of households.

An alternative approach to this scheme of benefits is to implement layers of
benefits associated to particular needs of households, in order to move toward a
system of social protection. The introduction of the CBP is a first step in this
direction. Based on a unique targeting system, different types and levels of ben-
efits could be allocated to households based on their needs. For example, house-
holds with children receive an additional support given the additional expenses
during each stage of life, or households living in mountainous areas could receive
a supplement to face their higher cost of living (relative to that already accounted
for in the formula). This approach is further discussed below, as one of the rec-
ommendations for Georgia is to move toward a comprehensive and efficient
system of social protection.

The differentiated level of transfers resulting from the TSA scheme of benefits
creates another layer of TSA winners and losers. Among always-TSA-eligible
households, some will receive higher transfers—especially if the CBP is topped
up—while others will receive a lower transfer. Without taking into account the
CBP transfer, there are about an equal number of persons in households where
transfers will be cut back as in households where transfers would be augmented.
Most of the gains are concentrated at around 20 percent of the prereform level,
while most of the losses are of less than 10 percent of the prereform level.
There is, nevertheless, a small but not negligible group of households that will
have to face loses of 50 percent or more.

A typical policy recommendation when implementing reforms like this one—
that creates winners and losers—is to accompany it with transient measures that
help losers adjust to their new status. Policies could phase out over a short
period—perhaps from three to six months—or call for a trajectory of change of
the coefficients of the formula (or the score itself) to smooth the transition.
Another alternative could be to (temporally) complement the support coming
from other programs. The GoG decided to modify the needs index for single
elderly pensioners—the big loser group—to maintain them in the program.
However, there is not clarity yet as to whether this measure is temporal or not in
Georgia.

The Way Forward

Continuing Improvement of the TSA

From a design point of view, the TSA should continue with its commitment to
adjust periodically the PMT formula and revise the needs index, and to collect
the data for this purpose. To embark on this reform, an additional, tailored mod-
ule to the IHS was introduced. This module collected the variables of the TSA
declaration form that are not part of the core survey. In the future, it would be
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valuable if this additional module would be collected regularly, for example
every two years, to ensure that the ongoing revision of the PMT formula and the
needs index becomes routine.

Recent innovations in poverty measurement could be tested in the PMT for-
mula to increase the goodness of fit. One of these is the use of small-area estima-
tion models. To overcome the shortfalls in poverty measurement coming from
incomplete and unreliable time series on consumption and price deflators, the
field has been working on poverty predictions based on poverty correlates.
The methods that use small-area estimation techniques have proved to produce
poverty estimates that matched observed data very well, when employing either
nonstaple food or nonfood expenditures or a full set of assets as predictors
(Christiaensen et al. 2012). In principle, it seems reasonable to think that these
techniques could also be applied to the estimation of PMT formulas with equal
success.

Another active area in poverty measurement is work on multidimensional
poverty. Many countries (for example, Mexico) are introducing multidimen-
sional measures to track poverty and also to articulate the policy dialog among
several line ministries (Colombia). These efforts come from the recognition that
monetary poverty measures do not always capture all the deprivations that
households face (Alkire and Foster 2011). In spite of what consumption theory
predicts (Ravallion 2011), deprivations on housing, health, education, and other
fundamental aspects of life are not fully captured in the poverty head count nor
in the estimation of the PMT. The multidimensional approach would require one
to identify verifiable measures that could be associated to these dimensions.
Currently Mexico is tackling this problem by developing a multidimensional
measure of the PMT. This approach sounds very promising, as it can also be
linked to the development of systems of social protection and labor.

Finally, there are two pending issues from this revision of the TSA formula and
that rightly are a concern of the government. First, it is needed to straighten the
effect of the energy subsidy in the design of the TSA formula. Going forward, the
government should explore the following options: (1) transform the formula
based on actual consumption of energy (for example, by kilowatts) and avoid
using out-of-pocket expenditures as a basis; or (2) incorporate into the utility
expenses the value of the subsidy. Second, it is needed to regularly update the
value of the minimum subsistence income in the formula. The GoG is working
to address both issues.

From a Social Assistance Program to a System of Social Protection

Going forward, Georgia could benefit from the innovative work done so far and
move from an efficient social assistance program to an efficient social protection
system. Today, Georgia covers the bottom 12 percent of the population with the
TSA. However, half the population is registered with the TSA, as other programs
use the TSA vulnerability score to target their beneficiaries. Many questions still
remain unanswered: Are all these other programs reaching out to all their
intended beneficiaries by using the vulnerability score? And going beyond this, is
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there any coordination among them? Can conditionality clauses help to
install/increase coordination? Are they jointly serving all vulnerable populations?
These among others are questions that still need to be tackled in Georgia.3

Social protection systems can be an efficient tool to fight poverty and
inequality. They provide a coordinated set of programs and services that aim to
maximize the impact in poverty alleviation and more generally provide equal
opportunities for all. The advantage of thinking of social protection as a system is
that it allows one to identify and reduce the vulnerabilities across the life cycle of
a person.

A system approach helps to exploit coordination and synergies as much as pos-
sible to have efficiency gains coming both from targeting and from administration.
In most countries, social protection programs are often fragmented and uncoordi-
nated. Fragmentation can create significant inefficiencies, undermining the poten-
tial impact of social protection on building resilience and contributing to human
development. Isolated programs may be effective in addressing a particular issue
but may lead to duplication or contradictory results if not coordinated with other
interventions in related sectors. More important, uncoordinated programs usually
result in overlapping objectives or parallel structures serving a similar purpose.
Initiatives not integrated into national structures and/or strategies result in inef-
ficient allocation of resources and have limited capacity to benefit from econo-
mies of scale and be financially and politically sustainable in the long term.

Moreover, fragmentation has implications in terms of limited and scattered
coverage, with high inclusion and exclusion errors, where those hardest to reach,
the poorest and most excluded, are not covered. In many instances, although
programs may have similar eligibility requirements for accessing benefits, limited
coordination of administrative and information systems (for example, cross-
matching data of beneficiary lists and multiple targeting systems) reduces the
likelihood of beneficiaries being able to access available services. Weak referral
systems and limited awareness among staff about other programs and benefits
become key obstacles to children’s, families’, and communities’ access to essen-
tial benefits and services.

However, all the benefits of coordination need to be weighed against the risks,
challenges, and costs. First, there are risks of excessive centralization. A flaw of
integrated systems is that errors can quickly propagate across programs.
For example, if there is a single registry of beneficiaries working across programs
and an individual is not included in that registry, he or she may not have access
to a number of benefits. This can serve to compound exclusion or segregation.
Centralization can also limit the ability to adapt effectively to the needs of par-
ticular regions or groups. Systems can be less than flexible in their ability to adapt
to changing economic circumstances and to react rapidly to crises. Second, there
are costs of coordination such as transaction costs, given the involvement of vari-
ous agencies or line ministries. Last, there are the challenges arising from complex
political economy issues.

UNICEF and the WBG have a common understanding on the key steps to
operationalize a system approach to social protection. Rawlings, Murthy, and
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Winder (2013) describe in detail how the social protection strategies of both
UNICEF and the World Bank are based on common ground geared toward build-
ing a social protection system.? First, the movement toward a more integrated
system needs to be gradual and accompanied by sound analytic work and relevant
data to monitor progress. Second, the operationalization must occur at different
levels: policy, program, and administration. At the policy level, a government
needs to define a long-term vision that aligns the social protection system to
broader political and economic goals of the country. This is usually reflected in a
national social protection strategy that defines goals and priorities for the country,
given the fiscal space and the socioeconomic context. At the program level, this
approach focuses on integrating, harmonizing, and coordinating programs to
eliminate duplications, maximize synergies, and exploit interactions. At this level,
the coordination could and must go beyond programs delivered by a single min-
istry or agency. Finally, at the administrative level, it should facilitate the function-
ing of the programs. For example, it should focus on whether there has to be a
single unique social assistance registry, maybe with a common targeting tool, and
a developed identity. Monitoring and evaluation of programs can also be coordi-
nated to facilitate the administration and the measurement of interactions.

The development of the system should be based on the existent programs and
policies and in coordination with other services provided by the country.
The horizontal coordination should focus at a minimum on other supply-side
services and benefits such as education, child protection and nutrition, and
health, but also on those services coordinated by other ministries such as energy
subsidies and taxes, which are usually in the agenda of ministries of finance or
other line ministries.

The recommendation to move toward a social protection and labor system is
to start by analyzing the existing programs and identifying the needs of the popu-
lation. The WBG has developed an interesting framework for Latin American
countries that could be used in Georgia, as the country conceptualizes its social
assistance strategy for 2016. Figure 10.1 visualizes the elements of a social pro-
tection and labor system.

The analysis of the demand for services and programs can be done using a
life-cycle approach. At different moments in life, people face different risks.
Persons live in families and communities, which in turn face their own idio-
syncratic risks. Families and communities have different needs of programs
and services depending on their stage of life and their overall level of vulner-
ability and that of the country. The government thus needs to develop a
system of programs to respond to these different needs. This system can
respond to the specific levels of vulnerabilities of families and communities
and/or by type of risk. Figure 10.2 shows the different stages in life and the
risks associated to them.

Before performing a demand-for-services analysis, it is fundamental to identify
target populations. They could be identified in terms of the risks at each stage of
life and their overall level of vulnerability. It is important to evaluate not only the
risks themselves but also how they relate to one another, including their
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Figure 10.1 Framework for Taking Stock of a Social Protection and Labor System
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Source: World Bank 2015.

Figure 10.2 Social and Work Risks over a Person’s Life Cycle
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interactions at different life stages. In this way a package of services and programs
that is well articulated and coordinated can be developed.

The analysis of the demand can be done in three stages, from less to more
complex matters. Figure 10.3 summarizes the steps of the analysis. It starts
with a basic description of the overall risks, needs, and vulnerabilities of
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Figure 10.3 Steps for the Analysis of Demand for Services
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Source: World Bank 2015.

different groups of the population. The objective is to understand the target
population, which can be done using a combination of administrative and
survey data. It continues with the analysis of the specific risks and the type of
services and programs that could address each of them. This analysis uses a
combination of quantitative and qualitative data to gain a deeper knowledge
of the potential beneficiaries identified in stage one. The objective is to under-
stand which groups should receive priority and what their needs and prefer-
ences are.

Next, the analysis centers on understanding the interactions of the different
risks. Methodologies that allow this type of analysis include cluster analysis,
examination of common risk factors, and qualitative data complements. The idea
is to understand what the priority risks are, how frequently these risks occur to
different population groups, and how risks overlap.

The analysis of the supply of services and programs aims to understand how
the programs interact and complement each other to serve the target population
in coping with the identified risks. It is important to understand whether there is
duplication among benefits and functions and whether they apply equally to all
the target population. It is critical to make efficient use of fiscal resources and to
maximize the impact of social spending.

The analysis of the supply of services is done using the totality of the social
programs registry. The first step is to take stock of all the programs and ser-
vices that benefit the target population at all government levels. The sources
of information include all the administrative data of all programs, including
the cadaster registry. The stock-taking stage should gather the type of benefi-
ciaries, the benefits, the eligibility rules, the ministry or agency in charge of the
administration of the program, the budget (allocated and executed), the geo-
graphic distribution of the target population and beneficiaries, and so forth.
This task might seem simplistic, but it is quite complex if it involves all levels
of government.

The next stage is to understand the way the programs interact. Programs can
have many elements in common—the targeting method (as in the case of the
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Figure 10.4 Steps for the Analysis of Supply of Services
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Source: World Bank 2015.

TSA vulnerability score), common beneficiaries, programmatic goals that may
serve the same objectives, and so forth.

The last stage of the analysis involves developing a systemic approach by iden-
tifying “packages” and “add-ons.” The packages of programs can be implemented
in sequence or in sync. Some programs can be bundled and combined for one of
the following reasons: they mitigate the same risk, they are delivered by the same
agency, or they imply monetary transfers. Bundling programs will result in effi-
ciency gains by reducing administrative and implementation costs. On the other
hand, there are programs that can be thought of as add-ons to provide comple-
mentary services. Part of the process is to redesign programs in order to facilitate
coordination and complementarity. One example is the introduction of condi-
tionality clauses to remain eligible to a program, especially for health and educa-
tion, as exist in many conditional cash transfer programs. Figure 10.4 summarizes
the three steps of the analysis of supply of programs.

Management of the System of Programs

To have a healthy social protection and labor system it is crucial to have fluid
communication and information sharing among different line ministries and
government agencies. Such coordination needs to be guided by an institutional
framework that facilitates the communication. Nurturing the framework can be
done in different ways depending on the complexity of the system, the monitor-
ing of sector objectives, and the coordination of the cabinet. For example, in
Colombia, the multidimensional poverty index is used mostly for coordination
and monitoring of sector objectives, rather than for poverty tracking. In the same
way, information sharing and linkage among administrative databases is funda-
mental for the coordination of programs.

To manage the system efficiently it is critical to develop a single social registry
with an identity. Having a single targeting system accomplishes several objectives.
First, it supports the analysis of the demand for and supply of programs as it
facilitates tracking beneficiaries of all programs. Second, it is an efficient single
tool for targeting beneficiaries of package programs and using add-ons for

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2


http://dx.doi.org/10.1596/978-1-4648-0900-2

Toward a Comprehensive and Efficient System of Social Protection and Labor

particular needs. Third, it levels the playing field by giving the same information
and thus opportunities to all the population.

These unique social registries usually acquire an identity through communica-
tion and information campaigns. The identity is important if the system is to have
transparency and public trust, and it also facilitates institutional arrangements
that promote coordination among government agencies. As a by-product, infor-
mation management can be simplified—a single, unique, personal identification
number (most of the time the identity card) helps the sharing of information
across administrative datasets. Moreover, the unique social registry will facilitate
the implementation of outreach activities. As can be seen in Georgia, many
households in the bottom quintile are not even applying to the TSA. Why is
that? Governments with equity concerns implement outreach campaigns, via
information but also active outreach, to give everybody in the target population
the same opportunity to benefit from the programs.

Finally, a key part of this integration is linking social assistance to active labor
market policies. Active labor market programs are in the works in Georgia. The
employment support services agency is only now working to develop the first pool
of training programs. High-income countries in Europe tend to have “rights-and-
responsibilities” systems, in which social assistance beneficiaries are committed to
actively search for jobs and to participate in retraining programs. This connection
between social assistance and the labor market is important to minimize work
disincentives. However, and given that these are already low in Georgia, it is critical
to have dynamic labor markets before implementing this type of conditionality.

Notes
1. Benefits were raised in 2009 and 2013.

2. The results of the PMT revision were discussed on several occasions with the GoG
and were widely presented in a workshop jointly organized by UNICEF and the WBG
in December 2014.

3. This section draws heavily on the recommendations of Rawlings, Murthy, and Winder
(2013).

4. The recommendations provided substantially reflect the principles outlined in the
social protection and labor strategy of both institutions and summarized in Rawlings,
Murthy, and Winder (2013).
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APPENDIX A

Data

Table A.1 Sampling Frame and Deletions for Estimation and Validation Sample

Description Observations
Sampling frame based on IHS 2013 3,700

Of which participated in Q3 and Q4 of IHS 2013 3,467

Of which responded to the additional module in spring 2014 3,262

Of which are Q3 2013 2,601

Note: Of the 205 households that are lost because they were not interviewed in February-March 2014, 166 correspond to the
Q3 2013 (estimation sample). IHS = Integrated Household Survey; Q = quarter.

Figure A.1 Response Rate by Consumption PAE Decile
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Note: The 166 households that were not interviewed in February-March 2014 are distributed across consumption deciles in the Integrated
Household Survey (IHS) Q3 2013 (estimation sample). PAE = per adult equivalent; Q = quarter.
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Table A.2 Distribution of New TSA and CBP Beneficiaries

TSA only CBP only TSA+CBP
Cumulative Cumulative Cumulative
Vulnerability score Percent (%) Percent (%) Percent (%)
0-30,000 2.20 2.20 191 1.91 2.20 2.20
30,001-57,000 5.87 8.07 3.37 5.28 5.87 8.07
57,001-60,000 1.16 9.23 0.71 5.99 1.16 9.23
60,001-65,000 1.68 10.92 0.76 6.75 1.68 10.92
65,001-100,000 0 10.92 7.18 13.93 7.18 18.10
Over 100,000 0 10.92 0 13.93 0 18.10

Source: IHS 2013 estimation sample (additional module data).
Note: Households are sorted by TSA score. CBP = Child Benefit Program; TSA = Targeted Social Assistance.

Table A.3 Poverty Lines, UNICEF Absolute Poverty Line

Poverty line in GEL per month PAE 2009 2011 2013
Extreme poverty 61.1 71.7 71.2
Relative poverty 89.7 109.2 137.2
General poverty 1222 1434 142.4

Note: Monthly consumption PAE. GEL = Georgian lari; PAE = per adult equivalent.

Figure A.2 Poverty Incidence for Rural and Urban Areas: WBG Absolute Poverty and GeoStat
Relative Poverty

a. WBG absolute poverty line (US$2.50 per day) b. GeoStat relative poverty line
60 1 30 -
To—— 25 "
,E 40 - \ E 20 _/
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= Rural Urban = Total

Source: World Bank 2014.
Note: GeoStat = National Statistics Office of Georgia; WBG = World Bank Group.

Table A.4 Coverage and Distribution of Beneficiaries for Status Quo, Models 2, 6, and 10
(15th Percentile Eligibility Threshold)

percent

Decile Status quo model Model 2 Model 6 Model 10

1 62.07 81.40 83.68 82.25
41.43 54.36 55.86 54.95

2 2298 35.94 32.60 36.18
15.35 24.03 21.79 24.19

3 1647 12.48 13.21 11.60
11.00 8.34 8.83 7.76

table continues next page
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Table A.4 Coverage and Distribution of Beneficiaries for Status Quo, Models 2, 6, and 10
(15th Percentile Eligibility Threshold) (continued)

percent
Decile Status quo model Model 2 Model 6 Model 10
4 10.15 6.29 6.08 5.49
6.76 4.20 4.05 3.66
5 9.79 441 5.16 5.21
6.52 2.94 3.44 3.48
6 7.81 4.10 4.08 2.72
5.22 2.74 2.73 1.82
7 6.40 2.99 248 215
4.27 2.00 1.65 1.43
8 6.81 0.86 0.51 0.86
4.54 0.58 0.34 0.58
9 415 0.28 1.00 1.81
2.77 0.19 0.67 1.21
10 3.23 0.96 0.96 1.40
2.15 0.64 0.64 0.93
Total 14.99 14.98 14.99 14.98
100.00 100.00 100.00 100.00

Note: The numbers in the first row of each decile correspond to coverage of the respective decile. The numbers in the second

row of each decile (in italics) correspond to the distribution of beneficiaries.

Table A.5 Coverage and Distribution of Beneficiaries for Status Quo, Models 2, 6, and 10

(30th Percentile Eligibility Threshold)

percent

Decile Status quo model Model 2 Model 6 Model 10

1 79.50 95.67 94.70 94.08

26.55 31.95 31.63 31.40

2 48.02 64.84 64.44 67.30

16.05 21.68 21.54 22.48

3 38.39 4414 43.74 44.30

12.83 14.75 14.62 14.79

4 25.86 30.20 27.36 26.80

8.62 10.07 9.12 8.92

5 27.31 21.95 2247 23.20

9.10 7.31 7.49 7.73

6 21.48 13.03 15.73 13.60

7.18 4.35 5.26 4.54

7 18.67 13.81 13.38 12.24

6.23 4.61 4.46 4.08

8 1543 6.56 8.40 7.10

5.15 2.19 2.80 237

9 16.07 4.90 6.58 6.55

536 1.64 2.20 2.18

10 8.81 434 2.65 4.53

2.94 1.45 0.88 1.51

Total 29.96 29.96 29.96 29.99

100.00 100.00 100.00 100.00

Note: The numbers in the first row of each decile correspond to coverage of the respective decile. The numbers in the second

row of each decile (in italics) correspond to the distribution of beneficiaries.
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APPENDIX B

Subcomponents of the Needs Index

Table B.1 Caloric Needs by Population Group

Group of the population Kcal per day
All

(0-3) 1,400
(4-6) 1,650
(7-12) 1,800
(13-17) 2,400
Male

(18-29) 2,360
(30-39) 2,230
(40-59) 2,090
(60+) 1,890
Female

(18-29) 1,860
(30-39) 1,800
(40-59) 1,750
(60+) 1,650
Child with disability 1,890
Person with disability group 1 1,890
Person with disability group 2 1,890
Refugee 1,890
Bedridden 1,750
Single pensioner 1,700
Pregnant 2,210
Breastfeeding woman 2,335
Single mother 1,890
Orphan 1,800

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2 127


http://dx.doi.org/10.1596/978-1-4648-0900-2

8Tl

Table B.2 Coefficients of Caloric Needs, by Population Group

All Men Women

Status/age (0-3) (4-6) (7-12) (13-17) (18-29)  (30-39)  (40-59) (60+) (18-29)  (30-39) (40-59) (60+)
Healthy 0.44 0.52 0.57 0.75 0.74 0.70 0.66 0.59 0.58 0.57 0.55 0.52
Child with disability 0.44 0.52 0.57 0.75 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Person with disability

group 1 0.00 0.00 0.00 0.00 0.74 0.70 0.66 0.59 0.59 0.59 0.59 0.59
Person with disability

group 2 0.00 0.00 0.00 0.00 0.74 0.70 0.66 0.59 0.59 0.59 0.59 0.59
Refugee 0.59 0.59 0.59 0.75 0.74 0.70 0.66 0.59 0.59 0.59 0.59 0.59
Bedridden 0.55 0.55 0.57 0.75 0.74 0.70 0.66 0.59 0.58 0.57 0.55 0.55
Single pensioner 0.00 0.00 0.00 0.00 0.74 0.70 0.66 0.59 0.58 0.57 0.55 0.53
Pregnant 0.00 0.00 0.00 0.75 0.00 0.00 0.00 0.00 0.69 0.69 0.69 0.00
Breastfeeding woman 0.00 0.00 0.00 0.75 0.00 0.00 0.00 0.00 0.73 0.73 0.73 0.00
Single mother 0.00 0.00 0.00 0.75 0.00 0.00 0.00 0.00 0.59 0.59 0.59 0.00
Orphan 0.57 0.57 0.57 0.75 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.
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Table B.3 Caregiver Working Hours and Calories

Category Working hours Additional kcal Coefficients
All

(0-3) 8 667 0.21
(4-6) 6 500 0.16
(7-12) 4 333 0.10
(13-17) 2 167 0.05
Male

(18-29) 0 0 0
(30-39) 0 0 0
(40-59) 0 0 0
(60+) 0 0 0
Female

(18-29) 0 0 0
(30-39) 0 0 0
(40-59) 0 0 0
(60+) 0 0 0
Child with disability 3 250 0.08
Person with disability group 1 5 417 0.13
Person with disability group 2 3 250 0.08
Refugee 0 0 0
Bedridden 6 500 0.16
Single pensioners 1 83 0.03
Pregnant 0 0
Breastfeeding woman 0 0
Single mother 0 0 0
Orphan 1 83 0.03

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.
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Table B.4 Coefficients of Caregiver Needs (K )

All Male Female

Status/age (0-3) (4-6) (7-12) (13-17) (18-29) (30-39) (40-59) (60+) (18-29) (30-39) (40-59) (60+)
Healthy 0.21 0.16 0.10 0.05 0 0 0 0 0 0 0 0
Child with disability 0.21 0.16 0.10 0.08 0 0 0 0 0 0 0 0
Person with disability

group 1 0 0 0 0 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13
Person with disability

group 2 0 0 0 0 0.08 0.08 0.08 0.08 0.08 0.08 0.08 0.08
Refugee 0.21 0.16 0.10 0.05 0 0 0 0 0 0 0 0
Bedridden 0.21 0.16 0.16 0.16 0.16 0.16 0.16 0.16 0.16 0.16 0.16 0.16
Single pensioner 0 0 0 0 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03
Pregnant 0 0 0 0.05 0 0 0 0 0 0 0 0
Breastfeeding woman 0 0 0 0.05 0 0 0 0 0 0 0 0
Single mother 0 0 0 0.05 0 0 0 0 0 0 0 0
Orphan 0.21 0.16 0.10 0.05 0 0 0 0 0 0 0 0

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.
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Table B.5 Service Needs

Medical services in
Transportation Other needs subsistence Service needs

Category needs (GEL) (GEL) minimum (GEL) (GEL)
All
(0-3) 0 24.68 11.22 35.90
(4-6) 0 24.68 11.22 35.90
(7-12) 8.98 24.68 11.22 44.88
(13-17) 8.98 24.68 11.22 44.88
Male
(18-29) 8.98 24.68 11.22 44.88
(30-39) 8.98 24.68 11.22 44.88
(40-59) 8.98 24.68 11.22 44.88
(60+) 8.98 24.68 11.22 44.88
Female
(18-29) 8.98 24.68 11.22 44.88
(30-39) 8.98 24.68 11.22 44.88
(40-59) 8.98 24.68 11.22 44.88
(60+) 8.98 24.68 11.22 44.88
Child with disability 8.98 24.68 11.22 44.88
Person with disability

group 1 8.98 24.68 11.22 44.88
Person with disability

group 2 8.98 24.68 11.22 44.88
Refugee 8.98 24.68 11.22 44.88
Bedridden 0 24.68 11.22 35.90
Single pensioner 8.98 24.68 11.22 44.88
Pregnant 8.98 24.68 11.22 44.88
Breastfeeding woman 8.98 24.68 11.22 44.88
Single mother 8.98 24.68 11.22 44.88
Orphan 8.98 24.68 11.22 44.88

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.

Note: GEL = Georgian lari.
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Table B.6 Service Needs Coefficients (K)

All Male Female

Status/age (0-3) (4-6) (7-12) (13-17) (18-29) (30-39) (40-59) (60+) (18-29) (30-39)  (40-59) (60+)
Healthy 0.24 0.24 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30
Child with disability 0.24 0.24 0.30 0.30 0 0 0 0 0 0 0 0
Person with disability

group 1 0 0 0 0 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30
Person with disability

group 2 0 0 0 0 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30
Refugee 0.24 0.24 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30
Bedridden 0.24 0.24 0.24 0.24 0.24 0.24 0.24 0.24 0.24 0.24 0.24 0.24
Single pensioner 0 0 0 0 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30
Pregnant 0 0 0 0.30 0 0 0 0 0.30 0.30 0.30 0
Breastfeeding woman 0 0 0 0.30 0 0 0 0 0.30 0.30 0.30 0
Single mother 0 0 0 0.30 0 0 0 0 0.30 0.30 0.30 0
Orphan 0.24 0.24 0.30 0.30 0 0 0 0 0 0 0 0

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.
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Table B.7 Special Means Needs

Other Specialmeans ~ Monthly
Walking equipment  Kinder-  Text- Special Note- for those with  expenditure
Diapers  pens Playpens forages 0-3 garten  books notebooks  books Pens Crayons  disabilities (GEL)
Period in months 48 48 48 48 12 72 72 72 12 12 1
All
(0-3) 356 55 100 78 235 0 0 0 0 0 0 32
(4-6) 0 0 0 0 313 106 33 27 1 6 0 29
(7-12) 0 0 0 0 0 318 99 80 4 17 0 9
(13-17) 0 0 0 0 0 605 79 197 4 17 0 14
Male
(18-29) 0 0 0 0 0 0 0 0 0 0 0 0
(30-39) 0 0 0 0 0 0 0 0 0 0 0 0
(40-59) 0 0 0 0 0 0 0 0 0 0 0 0
(60+) 0 0 0 0 0 0 0 0 0 0 0 0
Female
(18-29) 0 0 0 0 0 0 0 0 0 0 0 0
(30-39) 0 0 0 0 0 0 0 0 0 0 0 0
(40-59) 0 0 0 0 0 0 0 0 0 0 0 0
(60+) 0 0 0 0 0 0 0 0 0 0 0 0
Healthy 0 0 0 0 0 0 0 0 0 0 0 0
Child with disability 0 0 0 0 0 0 0 0 0 0 2 2
Person with disability group 1 0 0 0 0 0 0 0 0 0 0 2 2
Person with disability group 2 0 0 0 0 0 0 0 0 0 0 2 2
Refugee 0 0 0 0 0 0 0 0 0 0 0 0
Bedridden 0 0 0 0 0 0 0 0 0 0 0 0
Single pensioner 0 0 0 0 0 0 0 0 0 0 0 0
Pregnant 0 0 0 0 0 0 0 0 0 0 0 0
Breastfeeding woman 0 0 0 0 0 0 0 0 0 0 0 0
Single mother 0 0 0 0 0 0 0 0 0 0 0 0
Orphan 0 0 0 0 0 0 0 0 0 0 0 0

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.
Note: GEL = Georgian lari.
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Table B.8 Special Means Needs Coefficients

All Male Female

Status/age (0-3) (4-6) (7-12) (13-17) (18-29) (30-39) (40-59) (60+) (18-29) (30-39)  (40-59) (60+)
Healthy 0.21 0.19 0.06 0.09 0 0 0 0 0 0 0 0
Child with disability 0.22 0.20 0.07 0.10 0 0 0 0 0 0 0 0
Person with disability

group 1 0 0 0 0 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01
Person with disability

group 2 0 0 0 0 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01
Refugee 0.21 0.19 0.06 0.09 0 0 0 0 0 0 0 0
Bedridden 0.21 0.19 0.06 0.09 0 0 0 0 0 0 0 0
Single pensioner 0 0 0 0 0 0 0 0 0 0 0 0
Pregnant 0 0 0 0.09 0 0 0 0 0 0 0 0
Breastfeeding woman 0 0 0 0.09 0 0 0 0 0 0 0 0
Single mother 0 0 0 0.09 0 0 0 0 0 0 0 0
Orphan 0.21 0.19 0.06 0.09 0 0 0 0 0 0 0 0

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.
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Table B.9 Monitoring Needs Coefficients

GEL 5.83 (52% of
Initial Insurance GEL 11.22)
Category estimate  losses estimate ~ Average subtracted Coefficient
All
(0-3) 21.73 11.35 16.54 10.71 0.07
(4-6) 15.21 3.30 9.26 343 0.02
(7-12) 11.41 2.63 7.02 1.19 0.01
(13-17) 9.81 2.79 6.30 047 0
Male
(18-29) 8.46 246 5.46 -0.37 0
(30-39) 8.30 3.36 5.83 0 0
(40-59) 17.90 6.22 12.06 6.23 0.04
(60+) 34.44 14.26 24.35 18.52 0.12
Female
(18-29) 13.70 4.85 9.27 3.44 0.02
(30-39) 15.72 5.04 10.38 4.55 0.03
(40-59) 22.37 4.74 13.55 7.72 0.05
(60+) 38.25 842 23.33 17.50 0.12
Healthy 0 0 0 0 0
Child with disability 42.56 24.92 33.74 2791 0.19
Person with disability
group 1 31.92 19.14 2553 19.70 0.13
Person with disability
group 2 42.56 18.98 30.77 24.94 0.17
Refugee 14.90 11.90 13.40 7.57 0.05
Bedridden 31.92 20.8 26.36 20.53 0.14
Single pensioner 31.92 20.8 26.36 20.53 0.14
Pregnant 6.38 745 6.92 1.09 0.01
Breastfeeding
woman 6.38 745 6.92 1.09 0.01
Single mother 29.79 19.69 24.74 18.91 0.13
Orphan 0 0 0 0 0
Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.
Note: GEL = Georgian lari.
Table B.10 Rehabilitation Needs
Category GEL Coefficient
Disability group 1 31.12 0.21
Disability group 2 15.56 0.10
Disabled child 15.56 0.10
Bedridden 25.93 017

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.
Note: GEL = Georgian lari.
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Table B.11 Final Medical Services Needs

Monitoring Medicines  Rehabilitation

Category (GEL) (GEL) (GEL) Total (GEL) Coefficient
All
(0-3) 11.17 10.31 0 21.47 0.14
(4-6) 3.66 3.38 0 7.04 0.05
(7-12) 1.29 1.19 0 249 0.02
(13-17) 0.52 0.48 0 1.00 0.01
Male
(18-29) -0.36 -0.34 0 -0.70 0
(30-39) 0 0 0 0 0
(40-59) 6.56 6.05 0 12.61 0.08
(60+) 19.41 17.91 0 37.32 0.25
Female
(18-29) 3.63 3.35 0 6.97 0.05
(30-39) 4.80 443 0 9.23 0.06
(40-59) 8.20 7.57 0 15.77 0.11
(60+) 18.51 17.09 0 35.6 0.24
Healthy 0 0 0 0 0
Child with disability 29.59 27.32 15.56 7248 0.48
Person with disability

group 1 20.90 19.29 31.13 71.31 0.48
Person with disability

group 2 26.63 24.58 15.56 66.77 0.45
Refugee 7.98 7.36 0 15.34 0.10
Bedridden 21.73 20.05 25.94 67.72 0.45
Single pensioner 21.73 20.05 0 41.78 0.28
Pregnant 16.81 1.02 0 17.82 0.12
Breastfeeding woman 1.10 1.02 0 2.12 0.01
Single mother 20.01 18.47 0 38.48 0.26
Orphan 0 0 0 0 0

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.
Note: GEL = Georgian lari.
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Table B.12 Medical Services Needs Coefficients (K,

All Male Female

Status/age (0-3) (4-6) (7-12) (13-17) (18-29) (30-39)  (40-59) (60+) (18-29) (30-39) (40-59) (60+)
Healthy 0.14 0.04 0.02 0.01 0 0 0.08 0.24 0.04 0.06 0.10 0.22
Child with disability 0.46 0.46 0.46 0.46 0 0 0 0 0 0 0 0
Person with disability

group 1 0 0 0 0 0.46 0.46 0.46 0.46 0.46 0.46 0.46 0.46
Person with disability

group 2 0 0 0 0 0.42 0.42 042 0.42 0.42 0.42 0.42 042
Refugee 0.14 0.10 0.10 0.10 0.10 0.10 0.10 0.24 0.10 0.10 0.10 0.22
Bedridden 0.44 0.44 0.44 0.44 0.44 0.44 0.44 0.44 0.44 0.44 0.44 0.44
Single pensioner 0 0 0 0 0.26 0.26 0.26 0.26 0.26 0.26 0.26 0.26
Pregnant 0 0 0 0.12 0 0 0 0 0.12 0.12 0.12 0
Breastfeeding woman 0 0 0 0.01 0 0 0 0 0.04 0.06 0.10 0
Single mother 0 0 0 0.24 0 0 0 0 0.24 0.24 0.24 0
Orphan 0.14 0.04 0.02 0.01 0 0 0 0 0 0 0 0

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.
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Table B.13 Comparison to Old Coefficients

All Male Female

Status/age (0-3) (4-6) (7-12) (13-17) (18-29) (30-39) (40-59) (60+) (18-29) (30-39) (40-59) (60+)
Healthy 17 18 9 18 0 0 8 27 5 7 13 28
Child with disability -7 1 -4 3 0 0 0 0 0 0
Person with disability

group 1 0 0 0 0 -9 -10 -10 -1 -10 -9 -8 -7
Person with disability

group 2 0 0 0 0 -9 -9 -9 -1 -9 -8 -7 -5
Refugee 4 1 -1 5 -10 -1 -1 1 -1 -10 -8 7
Bedridden -8 -2 -10 0 =12 =12 =12 -12 -13 -13 -13 =12
Single pensioner 0 0 0 0 -10 -11 -11 -12 -12 -12 -12 -11
Pregnant 0 0 0 36 0 0 0 0 21 24 27 0
Breastfeeding woman 0 0 0 20 0 0 0 0 13 17 24 0
Single mother 0 0 0 37 0 0 0 0 14 16 19 0
Orphan 3 10 -4 5 0 0 0 0 0 0 0 0

Source: Pkhakadze, Kvantaliani, and Tsakadze 2015, background paper for this report.



Subcomponents of the Needs Index

Reference

Pkhakadze, Nikoloz, Varlam Kvantaliani, and Vasil Tsakadze. 2015. “Needs Index
Revision—Project Report.” International School of Economics at Tbilisi University.

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2

139


http://dx.doi.org/10.1596/978-1-4648-0900-2




APPENDIX C

Glossary

Attrition rate: Measure of the number of individuals or items moving out of a
collective group over a specific period of time.

Bootstrapping: The statistical method through which the properties of an
estimator like the variance are computed using a sample that was constructed by
repeated draws (without replacement) of the current sample. This is usually
done to increase precision of the estimator.

Child poverty: Share of children below the poverty line out of total number
of child population.

Coverage: The share of beneficiaries in the total population. Unless explicitly
stated otherwise, coverage figures consider both direct and indirect beneficiaries,
that is, all members of beneficiary households.

Decile: A form of quantile. It is any of the 9 values that divide the sorted data
into 10 equal parts, so that each part represents one-tenth of the sample
population.

Extreme poverty: Threshold corresponding to US$1.25 per day consumption
per adult equivalent (that is adjusted by the different needs of persons of
different age and gender).

Leakage: The number of eligible households incorrectly included by the for-
mula divided by the total number of eligible households.

Ordinary least squares (OLS): A method for estimating the unknown param-
eters in a linear regression model, with the goal of minimizing the differences
between the observed response in some arbitrary dataset and the responses pre-
dicted by the linear approximation of the data.

Percentile: A measure used in statistics indicating the value below which fall
a given percentage of observations in a group of observations.

Quantile: Values taken at regular intervals from the inverse function of the
cumulative distribution function.

Salaried employment: Adults in formal, hired employment.
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Glossary

Seasonality: A characteristic of a time series in which the data experience
regular and predictable changes that recur every calendar year. Any predictable
change or pattern in a time series that recurs or repeats over a one-year period
can be said to be seasonal.

Targeting: Selection of potential consumers. It involves segmenting the mar-
ket, choosing which segments of the market are appropriate, and determining the
products that will be offered in each segment.

Undercoverage: Defined as the number of poor households incorrectly
excluded by the formula (“exclusion” or type 1 error) divided by the total num-
ber of poor in the sample.

Welfare aggregate: In this report, monthly household consumption before
Targeted Social Assistance transfers.

Continuous Improvement - http://dx.doi.org/10.1596/978-1-4648-0900-2
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Targeted Social Assistance of Georgia is a last-resort social program that is considered a best practice
among programs based on proxy means testing (PMT). It achieves high targeting accuracy for a relatively
high level of poverty incidence. In 2013, the government of Georgia embarked on the revision of this
program to ensure its continued effectiveness and to revise some of the parameters of the eligibility
formula that could be subject to manipulation. In particular, the government was concerned about the
subjective evaluation of social agents and about concealable goods giving room to abuses in terms of
program eligibility.

Continuous Improvement: Strengthening Georgia’s Targeted Social Assistance Program assesses the technical
work and the policy actions taken by the Georgian government during 2014 and 2015. It covers the full cycle
of the reform of a social assistance program, from establishing the objectives to the design of compensation
measures that minimize the number of newly ineligible beneficiaries. In particular, it describes the revision
of the PMT formula, the introduction of a scheme of benefits that decreases with the score and an associated
assistance program for children, the pretesting of the new formula, and the design of compensation
measures. The report also includes a chapter with specific recommendations for Georgia to consider in its
efforts to improve its system of social protection and labor.
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