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SOME ASPECTS ABOUT THE CALCULATION OF GEORGIAN EMPLOYEES’ AVERAGE SALARY AND
ABOUT THE INTERNATIONAL CORRELATION

Salary in Georgia has been gaining back its economic and social functions in the recent years. In comparison with the
wear 2000 in year 2011 the amount of an average salary in Georgia has been increased by 9.5 times (from 72.3 lari to
%90 lari), among them in dollar dimension- by 11.2 times (from 36.6 dollar to 409.3 dollar). Nowadays Georgia is on the
Saurth place (except Baltic countries) in the whole post soviet region, after Russia, Kazakhstan and Azerbaijan, according
o the size of an average salary. The salary capacity of GDP has also been increased: in 1996 its size was equal only to 6
sercentages of GDP and in year 2000 it reached to 9.9 percentages, in 2003-10.9 percentages, in 2009-19.3 percentages
2 in 2011-22 percentages. The role of the salary has also been significantly increased in the household incomes by what
% gets back, step by step, its economical and social function, which it lost in the early 90s- Nowadays the share of salary
= monetary incomes of household exceeds by 2.3 times at the level, that was in the middle of 90s and it reaches to 42
percentage. At the same time, the share of a salary still drops behind from the level that existed in 80s (In 1988-72 %).

Also, in the recent years the growth of an average salary was not followed by significant increase of the number of
salary receivers-in comparison with the year 2003 in the end of 2011 the amount of hired employees increased only
&% 2.1 percentage, and on the equal number of population-instead of increase, there happened to be an insignificant
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reduction (by 0.5 percentage point). On the equal number of the population there are 3 times less hired employees in
Georgia than in the USA®.

Because of this mentioned fact salary capacity of GDP, in spite of increase, still drops behind considerably the
same indicator of the developed countries. Nowadays the salary capacity of Georgian GDP is 1.8 times less than of
the EU(accordingly 22% and 39%) and in comparison with this Union countries with the highest and the lowest index
(Dania, Greece), Georgia is dropped behind by 2.3 and 1.3 times.

The growth of an average salary, in the case when the number of salary receivers remain practically unchanged, is an
important factor for population’s social-economic differentiation.-Nowadays according to the official statistical data, in
Georgia the monetary incomes of 10% of the richest population exceeds 28 times at the incomes of 10% of the poorest
population and it happens when the risk verge index for this indicator is 10°.

The drastic increase of the labor cost index when the number of hired employees was unchanged, it reduced an
applicable value of an average salary correlation with other countries. Nowadays the share from the number of Georgian
population, which are hired employees in comparison with the developed countries is 2.5 times and more lower (with
the USA., as it was mentioned , 3.0 times lower), because of what while comparing average salaries we cannot get an
objective picture about a real parity of household and about the whole population income. In Georgia where the GDP
per capita of the population is only 30% of the world’s average level (with parity- approximately a half), there are a
lot jobs, where salaries of hired employees in dollar dimension are expressed by five and six unit numbers. We think
it is methodically unjustified to take into the consideration such big amount of salaries while calculating an amount of
an average salary. These raise artificially an amount of an average salary, and they illustrate to us a better picture of
population’s income and welfare condition, than it is in a reality.

It becomes more and more useful not only to compare nominal size of average salaries but also to compare hired employee’s
summed salaries sizes, which were put down on their account, in the case of an equal number of the population.

That is why it is necessary to make even the sizes of average salaries by the share of employed people in the equal
number of population.

For example, if an average salary in Georgia is 10.3 percentage of the analogue index, that is in the USA, it does
not mean that the purchasing power of a salary in the USA is only 9.7 times higher (=1/0.103) than in Georgia. The
following two circumstances should be taken here into the consideration: a) Salary summed fund in the case of the
same number of population-taking into account that in case of an equal number of population Georgia has 3 times
less hired employees than the USA. According to this, to calculate the correlation of salary on the same number of
population it is necessary 10.3% to divide on 3 (=3.4%) b) The purchasing power parity of dollar/lari (nowadays price
level in Georgia is ahout 60% of the level that is‘in the USA).

Conformably, the formula which shows the real parity of Georgian and the USA s salaries can be the following:

SPeousa = Sgeo/S ¢, * Lgeo/L, * lllm,

where

SPg.usa —Salary parity in Georgia in comparison with the USA on per capita of population;

Sgeo-An average salary in Georgia in US dollars;

Sysy —An average salary in the USA;

Lgeo — The share of hired employees in the whole Georgian population;

L, — The share of hired employees in the whole Population of the USA.

Im_The parity of prices in Georgia and in the USA= Igeo /I ,, where

I, _Price index in the USA

Igeo — Price index in Georgia

This formula shows us that according to the latest data of Georgia and the USA, a nominal size of an average salary
in Georgia is approximately 3.5 percentage of the same index that is in the USA:

=342/3320 * 14.1/41.8 =3.5 (%).

SpGenlU SA

If we say differently, in the case of the same number of population, salaries summed size in Georgia is only 3.5
percentage of the USA.

’ The number of salary receivers drops behind approximately with the same proportion to Georgian index, that was in the end of 80s: In 1988 approxi-
mately 2.2 Million people received the salary, it means 3.5 times more people, than today ( 3 times more-in the case of the same amount of population). At the
same time according to our estimation in year 2011 the average disposable salary, with its purchasing power exceeded at an average salary that was in1988 by
3%-5%, though the purchasing power of salary summed fund according to the calculation per capita of the population, in year 2011 was only 36.2 percentage
of the year 1988, what means almost 2.8 times less.

* The actual index in the end of 80s was 4-5.
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