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Do Remittances Keep
Households Out of Poverty?
Evidence from Georgia

Remittances play an important role in household living standards in Georgia,
alongside labor income and public transfers. Using 2024 household data, this
brief estimates the contribution of remittances to poverty reduction by
simulating household welfare in their absence. The results indicate that
removing remittance income would raise the share of households below the
subsistence level by more than four percentage points, with smaller increases
in relative poverty and inequality. Income composition patterns further show
that poorer and rural households rely more heavily on remittances. Overall,
the findings underscore the significant role of private transfers in shaping
household welfare and vulnerability in Georgia.



Introduction

Despite notable progress in recent years, poverty

reduction remains a central development
challenge in Georgia. An important policy concern
is whether recent poverty reductions are
sustainable or leave households vulnerable to

economic shocks.

Assessing this vulnerability requires understanding
what keeps households above the poverty line. In
Georgia, household consumption is financed not
only by labor earnings but also by non-labor
income sources. Many households rely heavily on
remittances from family members working abroad
as well as public transfers such as pensions and

social assistance.

While official poverty indicators track overall
trends in household welfare, they do not reveal
how different income sources contribute to
keeping households above the poverty line.
Understanding whether poverty reduction is
primarily driven by labor income, private transfers,
or public support is essential for assessing
household vulnerability and the sustainability of

poverty reduction.

This question is especially salient in Georgia, where
remittance inflows amounted to around 10 percent
of GDP in 2024. Such dependence raises concerns
about the resilience of household welfare to
external shocks that could disrupt migration or

remittance flows.

Recent World Bank analysis of fiscal incidence in
Georgia highlights that transfers and social
expenditures have played a significant role in
reducing poverty and inequality, with overall taxes
and benefits lowering the share of the population

in poverty and compressing the distribution of

income (World Bank, 2025). Evidence from studies
on international migration and remittances also
suggests that private transfers help smooth
household consumption and provide critical
support to low-income families in contexts with
high migration and remittance flows (World Bank,
2023).

Building on this body of evidence, this brief

quantifies the short-run welfare impact of
remittances in Georgia by simulating household
consumption in the absence of remittance income.
Comparing observed outcomes with the
counterfactual scenario provides clear evidence on
the contribution of private transfers to household
standards and the

living vulnerability  of

households to changes in remittance flows.

Descriptive statistics

Household incomes in Georgia are composed of
labor earnings, public transfers, and private
transfers. Labor and market income, including
wages, self-employment, and agricultural sales,
accounts for roughly two-thirds of total household
resources on average. Transfers nonetheless play a
substantial role in household welfare: public
transfers such as pensions and social assistance
represent over one-fifth of total income, while
private transfers, largely driven by remittances
from abroad, contribute more than one-tenth.
Capital and other income sources remain marginal.
In level terms, average monthly cash income and
transfers amount to GEL 1,714 per household but
fall to GEL 971 among households below the
subsistence minimum and rise to GEL 1,814 among
those above it. Rural households report lower
average cash resources (GEL 1,434) than urban
households (GEL 1,877), underscoring both welfare



Figure 1. Income composition by source and household group
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Source: Household Incomes and Expenditures survey, Geostat, 2024.

gaps and the differing reliance on income sources

across population groups.

Income composition differs markedly across
household groups, indicating that transfer flows
play a particularly important role for households at
the lower end of the welfare distribution and in
rural areas. Among households below the
subsistence minimum, public transfers account for
nearly half of total cash resources - roughly equal
to labor and market income - highlighting a strong
reliance on transfer income for meeting basic living
standards. In contrast, households above the
subsistence minimum derive over two-thirds of
their income from labor earnings, with transfers
playing a much smaller role. Rural households are
also substantially more dependent on public
transfers than urban households, where labor
income dominates. Private transfers, largely driven

by remittances, constitute a meaningful but

secondary income source, particularly among

urban and better-off households.

Data and methodology

The analysis uses microdata from Georgia's
Integrated Household Survey (IHS) for 2024.
Household welfare is measured using total
consumption expenditure per equivalent adult,
which is widely regarded as a reliable indicator of
living standards than income, as it better reflects
households’ ability to smooth temporary income
fluctuations. All results are weighted using survey
weights adjusted for household size to reflect

population-level outcomes.

Absolute poverty is assessed using the national
subsistence level, which varies by quarter to
account for seasonal price changes. Relative
poverty is defined as consumption expenditure

below 60 percent of the median within each
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quarter. Inequality is measured using the Gini
coefficient, and Lorenz curves are used to illustrate

changes in the consumption distribution.

To quantify the role of remittances, a
counterfactual welfare scenario is constructed by
simulating household consumption in the absence
of remittance income from abroad. The simulation
subtracts the estimated consumption-financed
portion of remittances from observed household
consumption, while allowing for the share of
remittances saved or used for non-consumption
purposes. Poverty and inequality indicators are
then recalculated under this counterfactual
scenario. The approach captures the short-run

direct impact of remittances.

As with any short-run simulations, this analysis
assumes no behavioral adjustment by households
following the removal of remittance income. In
practice, households may respond through
changes in labor supply, borrowing, or expenditure
patterns, which are not captured. In addition, the
estimation of the consumption-financed share of
remittances is based on observed saving behavior
and may vary across households and over time.
Despite these limitations, the approach provides a
transparent and relevant estimate of the direct

welfare role of remittances.

Results

Remittances from abroad play a substantial role in
sustaining household living standards in Georgia.
In 2024, 13.7 percent of households lived below
the subsistence minimum. Simulating household
welfare in the absence of remittance income shows
that the poverty rate would rise to 18.1 percent, an
increase of more than four percentage points. This

implies that remittance inflows keep a significant

share of households above the minimum living
standard threshold.

Table 1. Poverty and inequality indicators with
and without remittance income

Indicator Baseline WlthOUt Change
remittances

Absolute |5 oo 18.11 +4.43

poverty

Relative 18.72 21.40 +2.68

poverty

Gini 32.39 32.84 +0.45

Source: Author's calculations based on Geostat data, 2024.
Note: The Gini coefficient is a numerical measure of income or
wealth inequality that summarizes how evenly income or
wealth is distributed across a population. It ranges from 0,
indicating perfect equality where everyone has the same
income or wealth, to 100, indicating perfect inequality where
all income or wealth is concentrated in a single individual.

Relative poverty also increases in the
counterfactual scenario, rising from 18.7 to 21.4
percent, though the magnitude is smaller than for
absolute poverty. This reflects the stronger role of
remittances in preventing extreme vulnerability
the overall income

rather than reshaping

distribution.

Inequality, measured by the Gini coefficient of
consumption expenditure, increases modestly
from 32.4 to 32.8 in the absence of remittances.
The corresponding shift in the Lorenz curve
confirms that remittances slightly compress the
lower tail of the distribution, benefiting poorer

households disproportionately.

Conclusion

The results indicate that remittances from abroad
play a substantial role in sustaining household

living standards in Georgia. In 2024, removing


https://en.wikipedia.org/wiki/Gini_coefficient
https://en.wikipedia.org/wiki/Gini_coefficient
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Figure 2. Lorenz curves with and without
remittances
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Source: Author's calculations based on Geostat data, 2024.
Note: A Lorenz curve is a graphical representation of income
or wealth distribution that plots the cumulative share of the
population (ordered from poorest to richest) against the
cumulative share of total income or wealth they receive,

illustrating the degree of inequality in a society.

remittance income would increase the share of
households living below the subsistence minimum
by more than four percentage points, with a
smaller but noticeable rise in relative poverty. The

persistence of this pattern under both absolute

and relative poverty definitions confirms the
robust poverty-reducing role of remittances.
Inequality, measured by the Gini coefficient, also
increases modestly in the counterfactual scenario,
consistent with remittances disproportionately

supporting lower-income households.

Income composition patterns further show that
poorer and rural households rely more heavily on
transfer income than better-off and urban
households, underscoring the importance of
buffer

vulnerability. Overall, the findings highlight the

remittances as a against economic
significant contribution of private transfers to
poverty reduction and the sensitivity of household

welfare to changes in remittance flows.

As reliance on external income sources remains
high, diversifying income opportunities and
improving domestic labor market conditions will
be essential for sustainable poverty reduction in

the long term.
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