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[bookmark: _Toc62149244]1. Objective of the document

This document outlines the methodology used for costing services under the revised primary health care (PHC) benefits package and proposes a revised payment model.
The document is based on a technical report from 2020 September refining the developed costing model and payment methods considering different PHC organizational models (solo and group practices), geographical locations (urban and rural practices) and population health needs.

[bookmark: _Toc62149245]2. Provider information

A detailed provider analysis was conducted to compile a renewed costing and payment model for PHC services. The main aim was to define the variations in service provision defining the need for a unified PHC scope of care to provide equal access to PHC service to entire population.

The provider information summary is based on the data provided by the Ministry of IDPs from the Occupied Territories, Labour, Health and Social Affairs who collected the data from relevant agencies like NCDC and National Health Service Agency.

In 2019 there were 157 contracted urban providers and 779 rural PHC providers (table 1). In total there are 936 publicly contracted PHC providers. In total the public providers cover a catchment aera of 3,5 million and employ almost 3000 family doctors (FDs) and over 4000 family nurses (FNs). In addition, there are 3297 members of supporting staff employed by urban providers. Nevertheless, it is not known what the training and expertise of the supporting staff is. In addition to public providers, there are also 81 private polyclinics employing 321 FDs, 644 FNs and 1687 supporting staff (covering about 200 thousand people).

Table 1. Provider structure
	 
	Contracted providers
	Patients in catchment area (number)
	Urban providers patient list incl rural patients
	FDs
	FNs
	Supporting staff per FD
	Average catchment area size per FP

	Urban
	157
	1 891 244
	2 853 558
	1 306
	1 827
	3 297
	2 185*

	Rural
	779
	1 602 164
	
	1 298
	1 557
	
	1 234

	Total public providers
	936
	3 493 408
	
	2 604
	3 384
	3 297
	 

	Private polyclinics
	81
	 
	
	321
	644
	1 687
	 

	Total
	1 017
	3 493 408
	
	2 925
	4 028
	4 984
	1 523


* The rural patients are included in the average catchment aera calculations

There are in total 2,9 million people registered in urban providers catchment area and 1,6 million in rural providers catchment area. About 1 million rural patients are registered in urban providers patients lists, but 600 thousand only receive care from rural providers. This creates a challenge to ensure equal access to PHC services. It also raises questions how rural patients not enrolled in urban providers catchment area receive laboratory tests included only in the universal healthcare program.

According to NCDC data there are in total 3960 registered FDs(table 2). The registered FDs have training in different specialities, mostly being trained in internal medicine, paediatrics, general profile doctors or in cardiology. There are only 130 newly trained FDs with family doctor training. This data indicates that there are more than 1000 registered FDs that do not work in PHC setting. Since majority of the registered FDs are trained in another speciality, these physicians may be still involved in providing specialist care.
Table 2. Training of registered FDs
	Total registered FDs
	3960

	Internal Medicine
	1462

	Pediatrics
	1236

	General profile doctors, Public Health and Health Organization
	229

	Cardiology
	169

	Family doctor
	130

	Neonatology
	66

	Emergency medicine
	63

	Neurology
	59

	Endocrinology
	53

	Infectious diseases
	50

	Pulmonology
	38

	Medical-social expertise
	34

	Other
	340



According to NCDC, 1306 FDs (and 1827 FNs) are working for the urban providers. The average catchment area size per one FD is 2185, including rural patients in the catchment aera. There are 1289 FDs with 1557 FNs working as a rural provider. The average catchment aera for rural FDs is 1234. Figure 1 describes the distribution of FDs by number of enrolled patients for urban and rural providers.





Figure 1. Distribution of FDs by number of enrolled patients for urban and rural providers
*Rural patients in the catchment aera of urban providers are not considered.

Rural providers patient catchment aera is smaller than for urban providers. About 6% of rural providers have over 2000 patients in their catchment aera per FD and FN. About 25% of urban providers have over 2000 persons in the catchment area per FD and FN. There are exceptional cases among rural and urban providers where one FD has a catchment are over 3000. There are also 46 urban and 299 providers with less than 1000 patients per FD. These cases may need to be closely monitored to ensure access, quality and sustainability of PHC services. With patients lists over 3000 patients, there is a risk of unequal access to the service. On the opposite, with very small patient lists (under 1000) the sustainability of the services provided needs close monitoring. Too small patient lists in urban setting may indicate quality issues and may not be most effective resource use.

The provider structure indicates that there are many providers among urban and rural who provide the services as a team of at least two FDs and have more than 1 FN per FD (figure 2). Majority of the rural providers (56%) work as single practitioner and 29% as a group of two FDs. There are very view bigger sized group practices among rural providers. Compared to rural providers, there is a vastly bigger diversity in the provider structure among urban providers, where 19% of providers work as single practitioners and 17% as a group of two FDs. There is also a quite high share of bigger group practices with at least 8 FDs (24%). 87% of urban providers report to employ also supporting staff.  The provider structures are described in the below tables.



Figure 2. Provider structure according to employed staff among rural and urban providers

Two rural providers have no FD and are working as a FN station. There are no rural providers working without a nurse and there are 12 urban providers having no FN or FD although, the data reports having over 20 thousand patients in the catchment area. There are 18 urban providers reporting to have no FN, but providing data to have other supporting staff. These discrepancies in data may need to be considered when interpreting the summary figures. Nevertheless, the data shows that most rural providers and a high share of urban providers work as single providers or as a group of two FDs based on 2019 data. Nevertheless, this may have changed at least in the urban setting after the reform implemented in May 2020 to merge the providers to bigger group practices. The target level was set of minimum 10 000 patients per facility for urban providers. 

Many of the FD have more than one FN working with them. 44% of rural providers have one nurse and 29% have two nurses per provider. Among the urban providers, 19% have 1 nurse and 17% have 2 nurses. The figure for urban providers indicates that there are more nurses per FD among bigger group practices. On the other hand, there are less nurses per FD among single practitioners or FDs who work in the group of 2 or 3. The FN and FD ratio is 1.4 among urban providers and 1.2 among rural providers. 25% of rural providers have more than 1 FN per FD. 20% of rural providers have more than one FN per FD, but this data may be underestimated (some providers may have reported FNs as other supporting specialist).Furthermore, since the data does not take into account part time working since there is no information available who from the employed staff is working full time, no underlying conclusions can be made on the provider structure.

According to 2019 service utilization data, the PHC providers conducted over 6,4 million consultations in 2019. Out of these, 4,8 million were conducted by urban providers and 1,6 by rural providers. The average number of visits per FD differs three times among urban and rural providers by urban providers having on average 15 visits per day and rural providers 5 visits per day. This may indicate that the rural providers may not work full time to provide PHC services. Although the patient lists are smaller in rural area, 5 visits per day is a fairly low number of consultations per day.

Since the financing sources and payment methods are different for urban and rural providers, the monthly average payment per FD differs vastly. The rural providers are paid a lumpsum and the urban providers are paid per capita.

The income for rural providers depends on team composition (how many FNs are working with the FD) (table 3). 

Table 3. Monthly income for rural providers according to staff composition
	Rural provider structure
	Monthly payment
	Rural providers

	1 FD 1 FN
	1305
	602

	1 FD 2 FN
	1860
	71

	1 FD 3 FN
	2415
	29

	1 FD 4 FN
	2970
	7

	0 FD 1 FN
	555
	2

	other
	 1618*
	68


*on average

The urban FDs income depends on patients in catchment area and capitation size. The capitation amount for urban providers is mostly 1.93 GEL monthly and there is an add on for rural patients in the catchment aera (although payment differs per different vulnerable population groups).

The average payment calculations are based on the information collected on 2020 budget for rural and urban providers, the average per capita amount on monthly basis for rural providers is 1.15 GEL and for urban providers it is 1.68 GEL[footnoteRef:2]. This means that urban providers funding is about 30% higher per enrolled patient compared to rural providers. This is also indicated by the following table 4 that shows average monthly payment range per FD among rural and urban providers. [2:  Considering the rural patients in the urban providers patient list.] 


Table 4. Average monthly payment range per FD among rural and urban providers
	Monthly payment (GEL)
	Rural
	Urban

	less than 1,000
	2
	14

	1,000 to 1,499
	614
	6

	1,500 to 1,999
	120
	10

	2,000 to 2,499
	35
	7

	2,500 to 3,000
	7
	25

	3,000 to 3,499
	1
	12

	3500 to 3999
	 
	19

	4000 to 4499
	 
	10

	4500 to 4999
	 
	6

	5000 to 5999
	 
	8

	6000 to 6999
	 
	8

	7000 to 7999
	 
	6

	Over 8000
	 
	13

	No information
	 
	13



To conclude, the provider structure among PHC providers varies vastly in Georgia. Majority of rural providers work as single providers or as a group of two whereas there is bigger variety in the provider structure for urban providers. The amount of consultations provided by rural providers is three times less than by urban providers. Also, the payment received per patient in catchment area is 30% lower in rural setting compared to urban providers financed through universal healthcare program. These differences indicate that there may be a challenge to ensure equal access to quality PHC services throughout the country.

[bookmark: _Toc62149246][bookmark: _Toc14682661]3. Scope of PHC services 

The goal of the PHC package revision is to promote a more integrated, comprehensive PHC benefits package inclusive of prevention, diagnostics, chronic diseases management and treatment to meet the health needs of the population.

The revised payment model is intended for use by all providers offering the basic benefits package in rural and urban settings. The model is based on defining all necessary basic costs to provide essential services in the PHC benefits package and calculating possible capitation rates for different providers. The model also accounts for the cost of laboratory tests that should minimally be available at the PHC level. The payment system provides for delivery of the PHC benefits package without co-payments to cover basic costs. As an incentive to provide services at the PHC level for specific priority diseases and populations, motivational add-on payments are proposed for hypertension, cardiovascular disease (CVD), diabetes patients and children (early child development – ECD services).

The model takes into account already defined policy perspectives. There is a fragmented PHC system for rural and urban populations with different financing sources. The provided payment design would enable to differentiate urban and rural providers financing in a way that supports equal access and quality of services. The access to services and quality of services should not depend whether PHC is provided in rural or urban setting.

One of the policy perspectives has been to move toward bigger group practices. This is of great importance to increase efficiency, improve quality and sustainability of service provision at PHC level. There have been steps to motivate urban providers to merge into bigger (5 FD and FN) teams with at least 10 000 population enrolled to the catchment area. This policy perspective has been considered when developing payment model. Nevertheless, since not all providers in urban regions may be able to merge in the teams of 5, an solution may also be needed also for smaller teams.

Furthermore, the payment model currently does not consider sustainability issues that may rise due to very low number of patients in the catchment area. According to regional policy, geographical areas should be defined where minimum level of funding is guaranteed and not depending on patient list size. These include for example mountainous areas or other areas where the population density is very low and areas where there are difficulties to find PHC provider.
To summarize, the developed payment design and costing model has been tailored to fit Georgian PHC organization, but it may be subject to further developments according to new policy perspectives.

[bookmark: _Toc62149247]4. Cost estimates

For the rational of the costing model, we used international experience in paying for primary care services[footnoteRef:3]. The model defines all cost components that need to be covered to provide PHC services. These cost components are used in developing a payment design that would create incentives to increase service delivery and quality at PHC level. Differences in the healthcare organization were considered so the payment design and costing model would fit the needs of Georgia. The main aim was to develop payment design that would enable equal access to PHC services to entire population without creating financial hardship. [3:  Estonian and Lebanon PHC costing models] 


[bookmark: _Toc62149248]4.1 Costing methodology
Based on the policy objectives, the proposed model is developed from a provider perspective using a bottom-up approach. Costing can be conducted from a variety of perspectives (e.g. patient, provider, purchaser, societal) and determines the types of costs that should be considered. Purchaser perspective estimates the cost of covering a service for beneficiaries, whereas provider perspective estimates the cost of delivering the service. The provider perspective gives a more complete picture of total costs and is used most often in costing exercises. Costs not paid by the purchaser can be excluded from the analysis.[footnoteRef:4] [4:  Özaltın, A., and C. Cashin, eds. Costing of Health Services for Provider Payment: A Practical Manual Based on Country Costing Challenges, Trade-offs, and Solutions. Joint Learning Network for Universal Health Coverage, 2014.] 


Patient perspective examines out-of-pocket spending on health care services and may be useful to understand costs incurred by the patient. For example, if a purchaser plans to add services to the benefits package, information about patient spending on these services can help determine the budget needed to cover these costs.[footnoteRef:5]  [5:  Ibid] 


Costing tools take either a top-down or bottom-up approach to determine provider payment rates. The bottom-up approach relies on detailed costing at the service or patient level while the top-down approach relies on average costing. Bottom-up costing documents the specific resources used to deliver a specific service or to treat a type of patient. This approach calculates total cost per intervention, and through multiplying standard costs, constructs an average cost for the service or patient type. The top-down approach, on the other hand, first documents total facility costs and then allocates the total cost down to departments and finally to patients' treatment by dividing total department costs by the number of patients treated.[footnoteRef:6] [6:  Ibid] 


[bookmark: _Toc62149249]4.2 Cost data
For the purposes of this costing exercise, a bottom-up approach was used. Normative assumptions and provider level cost data were used for certain cost inputs and to verify normative assumptions. Cost data was collected form 9 PHC providers. The providers were purposefully selected to represent large and small practices from different regions of the country (rural and urban). The data was collected with the help of pre-defined descriptions of different cost objects related to the premises, medical equipment, medicines, and workforce. See Annex 1 for a description of the cost data provided. 

According to the collected data, the average patient list per FD and FN team was 2 300 people including rural and urban patients. This patient list size is like the average in urban areas, but much higher than in rural areas. There was only 1 rural provide included in providing cost data. The average annual costs were reported to be around 50 000 GEL to cover minimum intervention and staffing costs (excluding rent, laboratory services or specialist services). This translates into around 1,93 GEL per person per month when including rural populations or 2,30 GEL excluding rural population.[footnoteRef:7] Rent was not included, because the capitalization and rental rates varied significantly among providers, as did their facility size.  [7:  The costs of the rural provider were only considered in calculating salaries, because majority of the other costs for rural providers are compensated by the state.] 


Data reported by service providers were compared with current market prices. Expert opinion was used where the data did not align and to assess the amortization periods for medical and office equipment and quantity of reusable medical devices.

Expert opinion was also used to assess the increase or decrease of the costs for group practices. The cost objects and the costs were modified according to the need of a group practice including 5 FD and FN teams. The team of 5 was used due to the policy objective in urban setting to merge providers to bigger group practices. 

Market prices for laboratory tests were provided by local experts. While the timeline did not allow for a detailed bottom-up costing exercise, one should be conducted in the future. 

[bookmark: _Toc62149250]4.3 Costing model 
An Excel-based costing model was developed to simplify the modelling target population and unit cost scenarios for each cost component (see Appendix 2). The model lists all cost components and assumptions which are the basis of payment calculations. It gives a possibility to easily assess impact if any of the cost components or assumptions are changed. The following table 5 summarizes the cost components of each payment and indicates the spreadsheet in Excel model for each cost component data.

Table 5. Cost components included in each payment
	 
	Cost components
	Excel spreadsheet

	Basic capitation
	 
	Minimum costs, payment summary

	Minimum costs for single practitioner
	Salary (one FD and FN), facility-associated costs, medical equipment and medicines for single practitioner
	Minimum costs, premises, medical equipment and medicines

	Minimum costs for group practice of 5 providers
	Salary (five teams of a FD and FN, 1.5 salary for a manager and other specialist), facility-associated costs, medical equipment and medicines for a group practice with at least 5 FD and FN teams
	Minimum costs, premises, Medical equipment and medicines

	Laboratory tests
	Costs of essential PHC-level laboratory tests 
	Tests

	Rent or capitalization costs for group practices
	Rent per m2 for rural and urban providers
	Premises

	Priority services
	 
	NCD summary, child health, payment summary

	CVD
	Laboratory tests and nurse counseling
	CVD

	Diabetes
	Laboratory tests, nurse counseling and eye examination by a specialist 
	Diabetes

	Hypertension
	Laboratory tests, nurse counseling and eye examination by a specialist 
	Hypertension

	Child health 0-5
	FD and FN preventive visits (including on site and remote visits)
	ECD



Basic Capitation cost objects are described in detail on the following spreadsheets: Premises, Medical Equipment and Medicines. 

Costs related to workforce are described on the spreadsheet Minimum Costs. This includes costs for training, vacation substitutions etc. For single practitioners, the salary of one FD, FN and assistant is included in the model. For group practices, there is also a salary included for 1,5 manager that can be clinical manager or quality manager. In addition, there is 1,5 persons salary included for a supporting specialist like a dietitian, speech therapist etc. The additional salary for manager and supporting specialist are only entitled to group practices that merge at least 5 FD with a catchment area of 10 000 persons.

We also defined all necessary facility related cost objects. These include for example office furniture, cleaning, papers and pens as costs related to premises. Medical equipment is divided into disposable and reusable devices (for example. refrigerator, otoscope, gloves etc). Medications include the list of pharmaceuticals that should be available and are currently financed in the doctor’s bag (ACE inhibitors, metoprolol etc). Firstly, we defined the costs for single practitioner and used these as a basis to assess costs for group practices. For example, one vaccine refrigerator is necessary for a single practitioner, but for a team of 5 FDs, it is possible to manage with 2 refrigerators. Regarding some cost components, there is a cost saving for group practices, but in return, the group practices require additional management costs. Since the group practices are mostly also located in urban areas, the costs for different utilities is higher. We have provided a prognosis of the average costs according to expert opinion, but also a more detailed costing exercise should be conducted to differentiate the cost level for urban and rural providers.

The described detailed costs for single and group providers are summarized into a single annual cost which is 60 000 for a single provider in a year and 265 000 for a group practice of 5 FDs.

The laboratory tests cover the costs for basic laboratory tests and procedures that need to be available at PHC setting.

A separate payment was calculated to pay for rent or capitalization costs. The rent and capitalization costs were not included to the capitation, because some of the providers receive the rooms for rent from the state or municipality. (see also section 4.6) The rent rate was differentiated for urban and rural providers according to expert opinion. We used the room size of 52 m2 for a single practitioner and 280 m2 for a group practice with 5 FD team. These room sizes may be subject to further negotiations. Furthermore, a market rent price assessment should be conducted to assess the accurate level of rent per m2.

The add-on payments for priority services cover all necessary costs for laboratory tests and services/counselling provided by the PHC team and an eye examination by a specialist for diabetes type II and hypertension patients.

The NCD guidelines follow Georgian clinical guidelines and have been reviewed during the consultation process to ensure the focus on priority interventions. The ECD guideline has been revised by UNICEF to support Primary Healthcare Strengthening in Georgia. The Caritas Czech project and clinical expert opinion is used to assess need for consultations.

The following chapters describe the calculation methodology for all three payments.


[bookmark: _Toc62149251]4.4 Basic capitation
The following table summarises key assumptions to calculate basic capitation (table 6). 
Table 6. Assumptions for basic capitation
	Baseline scenario
	Assumptions

	Population coverage
	94%

	Patient list size for single practitioner
	1,500

	Patient list size for group practitioner with at least 5 FDs
	2,000

	FD monthly salary (paid to rural providers with taxes)
	927.00

	FN monthly salary (paid to rural providers with taxes)
	685.98

	Working hours/week
	40

	Working days/year 
	242

	Holidays/year 
	24

	Utilities
	Included

	Medical equipment 
	Included

	Medicines
	Included

	COVID-related PPE 
	Included

	Square meter per FD and FN for single practitioner
	52

	Square meters for a group practice with at least 5 FDs
	280

	Training days
	10

	Specialist services
	Excluded

	Share of OOPs
	0%

	Management staff for group practices with at least 5 FDs
	1,5

	Supporting staff for group practices with at least 5 FDs (speech therapist, dietitian etc)
	1,5



To calculate the budget impact, the share of the target population requiring treatment (“target population”) is multiplied by the assumed population coverage. The average enrolment of patients according to 2019 data is 94% of the population. 

To estimate per capita costs for a single practitioner, the total costs for one FD and FN team are divided by a practice size (1500 patients). 

Basic Cost per Capita = Total basic costs for FD and FN/defined practice size

To estimate per capita costs for a group practice, the total costs for five FD and FN teams are divided by a defined practice size (2000 patients). 

Group practice Cost per Capita = Total group practice costs for 5 FD and FN teams/defined practice size

Considering the current provider structure and PHC organizational model, the group practice model would fit to urban PHC providers and most of the single practitioners are working in the rural setting.  Therefore, the urban providers capitation could be based on the group practice capitation payment. Since the enrolment to rural providers is through catchment aera and automatic, the rural providers could be paid a lump sum. The lump sum would be based on the average patient list size and capitation amount:

Lump sum for rural providers = Basic Cost per Capita* defined practice size

The total budget impact is calculated based on per capita costs, lump sum for rural providers and assumed population coverage. 

[bookmark: _Toc62149252]4.5 Diagnostic lab tests and services
Average market prices have been used for laboratory test cost calculations. Cost comparisons with prices in Estonia suggest that some diagnostic prices are too high, considering differences in salary levels in Georgia and Estonia (see Table 7). It is evident that market competition has not resulted in lower prices in Georgia, indicating inefficiencies in the health system. Therefore, a move to regulated prices applied to all PHC providers is highly recommended and basic cost calculations are required to ensure adequate pricing. Unified prices are also important especially for patient groups who must pay co-payments as a percentage of service price, otherwise the co-payment for the same service varies by provider.

Table7. Selected laboratory tests, price comparison
	Selected laboratory tests
	GEL
	EUR
	Estonia 2020 (EUR)

	CBC (Complete Blood Count)
	7
	1.96
	3.36

	Urine test
	5
	1.4
	2.37

	Glucose in peripheral blood 
	8
	2.24
	1.81

	Serum Creatinine
	7
	1.96
	1.78

	Cholesterol in blood 
	6
	1.68
	1.82

	Lipid Profile
	13
	3.64
	3.79



The goal is to cover the expected cost for essential laboratory tests for the general population. Most of these tests are currently available through the UHC program, but others (e.g., HbA1c, albumin, HOMA2) have been added to ensure accessibility for patients with chronic conditions. The laboratory tests listed may not be available on-site in all rural settings, meaning transportation and an efficient referral system to a nearby laboratory should also be implemented. If this is not possible, it should be considered to continue a similar system whereas part of the per capita costs for laboratory tests and procedures for rural patients is linked with an urban provider who will ensure access to these services. 

The cost calculations for laboratory tests used a projection of patients in need of the services. For the population in need, a previous analysis was used, which summarized the use of laboratory tests. A local expert validated the estimate. However, an assessment of this projection found that it may be too low and not consider the need for repeating tests for some patients. A more detailed analysis is needed to assess the actual demand for laboratory tests.

The total laboratory tests per enrolled patient were calculated as follows:

Per capita costs for laboratory tests= population in need*unit costs/total population enrolled

For laboratory test calculations see the spreadsheet Tests.

Total basic capitation was summarised based on per capita basic costs and per capita costs on laboratory tests (table 8). 







Table 8. Payment calculations for monthly capitation and lump-sum
	Capitation covering basic costs
	Target population 
(national level)
	Minimum patient list size per FD
 
	Total annual costs
 
	Monthly lump- sum
	Monthly cost per enrollee 
 
	Total annual cost 
 
	% of 
total capitation
 

	
	Total population
	Cove-
rage %
	Share of population in rural or urban area %
	
	
	
	
	
	

	Minimum costs for single practitioner
	3 720 200
	94%
	46%
	1,500
	59 884
	4 990
	3,33
	63 963 122
	46%

	Minimum costs for group practice
	3 720 200
	94%
	54%
	2,000
	265 321
	
	2,21
	50 178 686
	36%

	Laboratory tests
	3 720 200
	94%
	 
	 
	 
	
	0,57
	23 727 227
	17%

	Total
	 
	 
	 
	 
	 
	
	 
	137 869 035
	 



The figure 3 describes the share of different cost components in the capitation for a single practitioner and group practice. 


Figure 3. Share of different cost components in the capitation for a single practitioner and group practice

According to expert opinion, the premises related costs are higher for group practices because the costs for different utilities rise in urban area. The cost structure difference is also influenced by the defined minimum patient list, which is 1 500 for rural and 2 000 for urban.  This influences mostly the share of costs for laboratory tests, but also workforce, premised and medical equipment related costs

[bookmark: _Toc62149253]4.6 Facilities allowance and capitalization
During the consultation process, the local experts and Ministry representatives highlighted that the facility costs and capitalization may vary across different regions. This hypothesis was supported by the data from the 9 different practices. One option to address this challenge is to cover facility costs as an allowance for those providers who own their premises or pay rent. In many cases the rural providers and some urban providers, use state facilities to provide services and do not have costs related to capitalization or rent. So, these costs were excluded from the basic capitation model. The facility maintenance and heating costs remained in the basic capitation, as they apply to all providers.
In order to assess the costs related to facilities, a minimum facility size requirement is needed. The model assumes the requirements described in table 9.

Table 9. Room requirements
	Minimum requirements for PHC service provision

	 
	Singe practice
	5 FD and FN group practice

	Name of the room
	Area, m2
	Area, m2

	Nurse or doctors cabinet
	12 x 2 or 16
	12x10 

	Procedure room
	16
	36

	Waiting room
	9
	52

	WC
	3
	17

	Auxiliary room
	2 × 2
	55

	The area of premises may be up to 10% less than the permitted size for single practice. For group practice of 5, the area may not be less than 280 m2. For every addition FD team after 5 FDs, minimally 40m2 is needed.

	FDs working together shall have at least one procedure room for three FDs.



These requirements, as well as those in the previous section, may need to be regulated and enforced through licensing to ensure that all providers have the minimum level of equipment available and the facility size is adequate.

Given the 10-fold variation in rent as reported by providers, rent and capitalization costs could not be considered in the model. Instead, expert opinion was used to determine current rates. To properly address this aspect, a more detailed analysis of the rent and capitalization costs is needed. For the purposes of this exercise, a rent price of 15 GEL per m2 for single practitioner and 20 GEL per m2 for group practice was used to assess costs. Higher rate for group practices was used, because these facilities are mostly located in urban areas with higher rent prices. The following table 10 summarises calculations for facility rent or capitalization allowance.

Table 10. Rent and capitalization allowance
	 
	Average m2 per FD and FN
	Rent/capitalization per m2 monthly
	Total annual rent costs per provider
	Providers
	Annual budget prognosis

	Rent or capitalization costs for group practices in urban area
	280,00
	20,00
	67 200
	189
	12 709 160

	Rent or capitalization costs for single practitioners in rural area
	52,00
	15,00
	9 360
	1 068
	9 997 503

	Total
	 
	 
	 
	 
	22 706 663



For facility rent and capitalization costs see spreadsheets Premises and Capitation Summary.


[bookmark: _Toc62149254]4.7 Priority services
National guidelines were used to calculate the costs of add-on payments for patients with NCDs and ECD services. These costs do not depend whether the provider has a solo or group practice or they work in rural or urban setting, because the costs are related to patient characteristics only. Guidelines define the need for laboratory tests and services provided by the FD and FN or other specialist for target population groups. The guidelines for ECD services do not meet current requirements, so expert opinion defined in the UNICEF project was used to assess the need of preventive contacts. The ECD program includes visitations for vaccinations (excluding vaccine costs which are covered separately).

[bookmark: _Toc62149255]4.7.1 NCD package
The baseline NCD package includes costs for laboratory tests, procedures and services provided to chronic patients (see Spreadsheets Diabetes, Hypertension and CVD). Expert-validated market prices were used to determine laboratory tests. For services provided by a FD and FN, visitation costs were calculated based on the monthly salary and average weekly working hours (see Spreadsheet Visit Costs).

To calculate a summarized cost for interventions, the intervention cost (consultation and laboratory test) was multiplied by the target population, accounting for the number of times the intervention is needed annually. 

Summarised cost per program = intervention1*population in need1*number of interventions annually1+ intervention2*population in need2*number of interventions annually2+……

The summarised cost per program was used to calculate per capita payment by dividing it by the population in need. The target population was defined based on pervious analysis and NCDC data stating the prevalence of the diseases.

Per capita cost for priority service program = Summarised cost per program/population in need

Cost weights were used to calculate weighted average capitation for diabetes, CVD and hypertension patients (see Spreadsheet NCD Summary).

To calculate the budget impact, the baseline scenario assumes that 70% of CVD, hypertension and diabetes patients will be covered.

[bookmark: _Toc62149256]4.7.2 ECD services
For the ECD program (children up to 5 years), a list of visits with a FD or FN (on site, remote, or at home) was provided by an expert group working jointly with UNICEF to define the scope of services (see Spreadsheet Child Health). For remote and home visits, separate calculations were conducted considering that remote visits are shorter (15 min) and home visits longer (60 min).

The per capita costs were defined by dividing the cost of delivering the described services to the target population by the total population in need. Treatment assumptions are taken from the national guidelines to assure relevance to the Georgian context. Still, the choice and frequency of key interventions is open for discussion. One can easily revise the costing model by adding/modifying interventions, target groups, or cost objects. 

Add-on capitation calculations for priority services are described in table 11.



Table 11. Add-on capitation for NCD and ECD services
	 
	Target group
	Coverage %
	Share of total population
	Total monthly per capita
	Persons per FD and FN on average in a list of 1500 patients
	On average per practice per year with a list of 1500 patients
	Total budget prognosis

	CVD
	407 536
	70%
	11%
	 
	164 
	 
	 

	Diabetes
	76 672
	70%
	2%
	 
	31 
	 
	 

	Hypertension
	1 117 792
	70%
	30%
	 
	451 
	 
	 

	Total NCDs
	1 602 000
	 
	43%
	4,79
	646 
	26 003
	64 489 881

	Child health 0-5
	273 200
	95%
	7%
	2,38 
	182 
	5 198
	7 407 047



To summarize, the figure 4 describes the total budget prognosis and share of the various payment components.

[image: ]
Figure 4. Total Budget prognosis

For total budget impact, see calculations on Spreadsheet Capitation Summary.

[bookmark: _Toc62149257]5. Payment methods design for baseline scenario

The new payment system is a mix of capitated payment, rent allowance and add-on payments for priority services. For an average provider with 1500 enrolled population representative of the general population profile, the average annual income would be 110 533 GEL. For a group practice of 5 FDs with in total 10 000 enrolled population the sum would respectively be 593 702 GEL.

The following tables 12 and 13 summarize the payment design for a single practitioner and for a group practice of 5 FD and FN teams.



Table 12. Payment design for a single provider
	Baseline scenario
	Sub-packages
	Average population per FD and nurse
	Monthly cost Per Enrollee
	Monthly lump- sum/capitation
	Annual budget per FD and FN
	% of total annual budget

	Basic capitation
	Minimum costs
	1500
	3,33
	4 990
	59 884
	54%

	
	Laboratory tests
	
	0,57
	 
	10 188
	9%

	Priority packages
	NCD package (asthma, diabetes and hypertension)
	646
	 
	4,79
	26 003
	24%

	
	Child health (0-5) package
	182
	 
	2,38
	5 198
	5%

	Room rent or capitalization allowance
	 
	 
	 
	 
	9 360
	8%

	Total annual budget
	 
	 
	 
	 
	110 633
	 



Table 13. Payment design for a group practice
	Baseline scenario
	Sub-packages
	Average population per provider
	Monthly cost per enrolled
	Unified monthly per capita cost
	Annual budget per 5 FD and FN
	% of total annual budget

	Basic capitation
	Minimum costs
	10 000
	2,21
	2,78
	333 241
	45%

	
	Laboratory tests
	
	0,57
	
	
	3%

	Priority packages
	NCD package (asthma, diabetes and hypertension)
	4 306
	 
	4,79
	173 351
	29%

	
	Child health (0-5) package
	734
	 
	2,38
	19 910
	3%

	Room rent or capitalization allowance
	 
	 
	 
	 
	67 200
	11%

	Total annual budget
	 
	 
	 
	 
	593 702
	 



The basic scenario assumes the following: 
· 1 500 patients in each FD patient list for single practitioner in rural area
· 10 000 patients in each group practice with at least 5 FDs in urban aera
· 94% of the population is enrolled in the patient lists 
· Population coverage for priority packages is estimated at: 70% for hypertension diabetes and CVD and 95% of eligible children for child health 

The basic capitation for a single practitioner FD working without a FN should be 2,91 GEL. As an incentive to work jointly with a FN, the capitation amount could be lowered and paid with a coefficient of 0,7 (this excludes workforce costs related to a FN). If the full capitation is still paid for providers working without a FN, it may incentivize FDs to work alone in order to increase their profits. In a group practice, 5 FDs and 5 FNs and at least one supporting specialist should be a minimum requirement. If this cannot be accomplished, also a coefficient of 0,75 should be applied to the capitation amount.

Establishment of a patient enrolment system is a prerequisite for implementing the proposed payment model. Patient enrolment can be established by assignment (according to catchment area) or via open enrolment. Catchment areas for PHC have been defined by the Ministry. If enrolment by assignment is selected, clear criteria are needed for assigning the population to a PHC practice by catchment area (village, or streets/neighbourhoods in urban areas), and for defining the number of enrolees per FD (such as 1 500 patients per single practitioner and 10 000 patients for a 5 FD group practice), or some combination of these criteria. The process should be transparent and include a system to manage questions and complaints from providers[footnoteRef:8]. [8:  The World Bank and USAID. 2009.Designing and Implementing Health Care Provider Payment Systems. Washington.] 


On the other hand, open enrolment allows individuals to choose their PHC practice for a fixed period. In this case a system is needed to process open enrolment registration and to establish, maintain, and update the individual enrolment database after each enrolment registration period. The World Bank and USAID (2009) identify three basic steps for the open enrolment process: information campaign, open enrolment registration period, and data entry and verification. They also identify the following key areas to assure credibility: length of enrolment period; enrolees per provider; assignment to providers of unenrolled individuals; process for changing provider before end of enrolment period; timing of open enrolment; and updating of provider per capita budgets.[footnoteRef:9] This enrolment process may need to be followed for patients who have not been enrolled to the universal healthcare program jest. [9:  Ibid.] 


In the beginning, and especially when electronic data is limited, the capitation model should be simple, transparent and easy to administer. This requires a system for transferring and accounting for advance payments. Paying providers in advance for basic capitation can help reduce the high financial risk the providers currently face as a result of underfinancing of the health system. The addition of add-on payments to the basic capitation can serve as an incentive for FDs to provide more services at the PHC level thereby negating the current incentive which encourages high rates of referral. While recommended, paying providers in advance may still lead to under provision of necessary services or over referral if not properly managed. 

Payments for the basic capitation for urban providers can be dispersed in monthly instalments according to a defined patient list and facility rent/capitalisation allowance (guaranteed payments) but re-calculations (to account for changes in enrolment) are needed quarterly or semi-annually. Payments for urban providers can be dispersed also as monthly instalments for the total lump-sum.

Add-on payments for priority services are determined by patient data. For the child health program, each practice should provide data about the children in their patient list. For NCD add-on payments, a national registry of diagnosed patients must be established along with a process for linking NCD patients with a PHC provider. This requires an automated system with information about NCD patients in a PHC provider’s patient list that can be made available to the provider at the beginning of each year to ensure all necessary services can be provided during the year.

The instalments for priority services can be done twice in a year to reduce the administrative burden and to incentivize the providers to follow the guidelines for priority services. The first instalment can be linked to confirming the patient lists with NCDS and children up to 5 years. The second payment could be dispersed only when the provider reports delivery of services described in the guidelines for at least 70% of diabetes, CVD and hypertension patients and 95% of children in the patient list. Technical details of the add-on payments would need to be further defined.

Exceptions may still be needed for new PHC centres who have changes to their patient lists mid-year. A system would need to be set in place for PHC providers initiating services mid-year or if the FD relocates. 

The baseline scenario does not include co-payments, because PHC services should be universally accessible to the whole population. The scenario analysis describes possibilities to add incentives by introducing co-payments. The co-payment mechanism needs to be carefully designed to exclude vulnerable population groups, which means that higher capitation may need to be paid for those groups. This also assumes that there is an automated system established to define the vulnerable population in a FD’s patient list to reduce the burden on providers of having to track different capitations. The co-payment must be transparent and uniform across the country and cannot depend on a provider’s own tariffs.

An important consideration for the future is how to adjust the current medicines benefits program to best support the priority NCD programs. The scope and scale of outpatient medicines benefits must increase. The cost of priority NCD medicines should be compensated at least in the medium term, because the basic NCD package includes oversight of medication adherence. If medications are not affordable to the population, the costs for regular laboratory tests and visits may not be justified. A phased strategy is required to make medicines more affordable for chronic disease patients. It is not possible to strengthen PHC and chronic care management if outpatient medicines are not affordable.

A process for continuous improvement of the provider payment system is needed and should define institutional relationships, regulations, and health system policies to support its effective implementation. The implementation plan should:
•	Create the conditions necessary to operate and manage the payment system.
•	Include systems for monitoring and quality improvement.
•	Ensure that stakeholders on all sides are accountable and adverse consequences can be managed.

Prerequisites for implementing the new payment model include:
· A patient enrolment system for patients not enrolled in the universal healthcare program
· Criteria and a system to define patients for the add-on payments of priority services
· Description of the technical details for add-on payment instalments and minimum data requirements
· A standardized process for compensating facility rent or capitalization costs for all PHC providers
· Regulation of co-payments (small fixed co-payment or unified tariffs to apply percentage co-payment)
· Review and alignment of outpatient medicines benefits programs to ensure affordability of medicines for priority conditions.

In the medium term the following steps should be taken:
· Conduct a detailed analysis among providers regarding the use of essential laboratory tests 
· Develop a system to ensure accessibility of laboratory tests and conduct basic cost calculations to define the tariffs
· Conduct a thorough bottom-up costing for determining the capitation and develop a system for renewing the costing model

In the long term, adjusting the capitation rate according to age/sex or additional risk factors/health needs may create incentives for the provision of certain services at the PHC level. This would require additional data. Adding fee-for-service payments for selected priority laboratory tests or other priority services could bring incentives in alignment with PHC goals. This may also support increased diagnostic availability in rural areas. The costing and payment model can be further developed depending on the Ministry’s feedback and expectations. 

1
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	Patient list/catchment area
	 Service region (urban/ urban and rural/rural)
	 Patient list or no of patients in catchment area (number)
	Patient list without rural patients
	Per person monthly from total state funding
	Per person monthly from total budget
	FD monthly salary without bonus
	FN monthly salary without bonus
	FD monthly salary with bonus
	FN monthly salary with bonus
	m2 per FD and FN
	Rent per m2
	Office equipment per FD
	Office supplies per FD
	Per FD communication costs
	 Medical devices per FD
	Disposable equipment per FD
	COVID per FD
	Medicines per FD
	Management costs per FD
	Total costs per FD without rent (monthly)
	Total costs per FD

	Provider 1
	Batumi city
	Urban
	48 000
	40 000
	1,59
	3,49
	1 196
	650
	1 495
	813
	15
	25
	123
	79
	204
	158
	7
	103
	5
	331
	3 219
	3 961

	Provider 2
	Batumi city
	Urban and rural
	17 000
	14 000
	1,55
	3,18
	1 040
	650
	1 300
	813
	59
	15
	301
	103
	445
	191
	15
	180
	9
	544
	3 804
	5 407

	Provider 3
	Mtskheta
	Urban and rural
	27 000
	6 000
	1,29
	2,03
	890
	700
	1 116
	808
	87
	65
	1 805
	42
	1 006
	171
	30
	274
	20
	983
	7 099
	18 409

	Provider 4
	Nadzaladevi District
	Urban
	16 000
	16 000
	1,92
	2,95
	663
	470
	795
	717
	81
	19
	315
	251
	799
	338
	169
	181
	8
	730
	4 364
	6 843

	Provider 5
	Kutaisi 
	urban and rural
	46 000
	35 000
	1,68
	2,52
	1 237
	937
	1 299
	996
	32
	24
	223
	52
	518
	287
	91
	509
	0
	573
	4 521
	6 049

	Provider 6
	Tbilisi 
	Urban and rural
	32 000
	32 000
	1,92
	5,90
	1 020
	663
	1 275
	829
	51
	18
	236
	91
	553
	154
	7
	112
	4
	661
	4 142
	5 056

	Provider 7
	Rustavi
	Urban
	60 000
	60 000
	1,91
	1,98
	766
	334
	905
	355
	30
	100
	416
	117
	618
	446
	74
	230
	0
	226
	3 319
	9 319

	Provider 8
	Vake District
	Urban
	14 000
	14 000
	1,67
	0,33
	653
	366
	670
	509
	44
	150
	259
	223
	527
	320
	146
	165
	8
	778
	4 109
	17 399

	Provider 9
	Tskaltubo
	Village
	2 200
	 
	0,51
	0,00
	650
	455
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	per patient
	1,93
	4,04

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	per patient (without rural patients)
	2,30
	4,83





FDs and FNs per rural provider

Doctors	
0	1	2	3	4	5	6	7	8 to 11	2	439	226	69	27	11	1	2	2	Nurses	
0	1	2	3	4	5	6	7	8 to 11	344	229	127	47	22	3	2	5	Number of FD or FN


number of providers




FDs,  FNs and supporting staff per urban provider

Doctors	
0	1	2	3	4	5	6	7	8 to 10	11 to 20	21 to 50	Over 50	12	30	27	14	12	7	10	6	8	14	13	4	Nurses	
0	1	2	3	4	5	6	7	8 to 10	11 to 20	21 to 50	Over 50	30	16	12	7	10	3	10	6	21	19	15	8	Supporting staff	
0	1	2	3	4	5	6	7	8 to 10	11 to 20	21 to 50	Over 50	20	4	8	11	8	11	10	6	15	27	22	15	
No of provideres




Singel pactice

Singel pactice	
Workforce related costs	Laboratory tests	Premises	Medical equipment	47274028.577586047	23727227.136000007	11000860.640282547	5688233.0392419044	

Group practice

Group practice	
Workforce related costs	Laboratory tests	Premises	Medical equipment	32132489.707832526	23727227.136000007	13521066.355070341	4525129.535922857	
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