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In the last two years Georgia has made significant progress in moving towards universal health coverage. The Universal Health Care (UHC) program launched in 2013 has extended publicly financed coverage to those who were previously uninsured and now covers almost the whole population. This unprecedented coverage expansion was made possible by a substantial – and much-needed – increase in public funding for the health system.

To sustain its recent, remarkable achievements, the government needs to focus on the purchasing of publicly financed health services – that is, on the way in which public funds are used to deliver health services, including medicines, to the population. An important part of the government’s reform has been to transfer responsibility for purchasing publicly financed health care from private insurance companies to the Social Service Agency (SSA) under the Ministry of Labour, Health and Social Affairs (MOLHSA). By unifying the purchasing function in this way, the government has established a strong platform for moving from passive to active purchasing.

As the purchasing function develops, the policy emphasis needs to shift to a focus on effective coverage. The first phase of the UHC program led to significant improvements in access to health services, especially inpatient care. This next phase should ensure that public funds are used as carefully as possible so that the right people receive the right care in the right place. This means working to eliminate the use of ineffective and non-cost-effective medicines and services, addressing problems of under treatment and ensuring care is delivered at the lowest appropriate level.

Focusing on effective coverage will make the health system more people-centred and lead to improvements in all dimensions of health system performance: health gain, responsiveness, financial protection, quality, transparency and accountability, equity and efficiency. Importantly, it will enable the government to make better use of available resources, achieving greater value with limited public funds. This will bring immediate benefits for the population. It will also make the health system more financially sustainable in the longer term.

Moving from passive to active purchasing is not something that can be achieved overnight. It takes time and requires a stable policy environment. In practice, there is no end point in active purchasing. Rather, it is a constant process of striving for improvement. Learning from experience plays a vital role in this process.

This report provides a rapid review of how health services in Georgia are purchased. It identifies areas requiring further policy attention and discusses options for improvement. The main focus of the report is on the purchasing of services. Although the report touches on essential medicines, a full assessment of the purchasing of medicines is beyond the report’s scope. The information in the report is based mainly on interviews with and data provided by MOLHSA and SSA staff.
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In 2013, Georgia spent 8.5% of its GDP on health (Table 2.1). Although this is relatively high for a lower-middle-income country, less than a third of this spending came from public sources; almost two thirds came from out of pocket payments.

The public share of total spending on health increased in 2013 and is expected to increase further due to the continuing implementation of the UHC program in 2014 and 2015[footnoteRef:1]. In spite of this increase, the level of public spending on health in Georgia remains very low by European standards. In fact, it is still among the lowest in the European Region, both as a share of GDP (around 2% in 2013; see Figure 2.1) and as a share of total government spending (around 6.5% in 2013). [1:  National Health Accounts data for 2014 will be available at the end of 2015.] 


Public funds for health are spent on the UHC program and vertical programs, all of which are administered by the SSA.

Table 2.1. Health financing indicators, 2012-2013

	 Health financing indicator
	2012
	2013

	Total health expenditure (THE) as % of GDPa
	8.3
	8.5

	Public spending on health as % of general government expenditure (GGE)
	5.5
	6.5

	Public as % of THE
	21.4
	28.9

	Out-of-pocket payments (OOPs) as % of THE
	63.0
	60.2

	Private health insurance as % of THE
	8.9
	5.0

	THE per capita (GEL)
	494 
	440 

	THE per capita (international dollars)
	579 
	526 



Source: MOLHSA



Figure 2.1 Public spending on health as a share of GDP and GDP per capita (purchasing power parity), European Region, 2013


Source: WHO Global Expenditure Database
Note: Georgia is highlighted in red

Table 2.2 provides summary information on total spending on health in 2012 and 2013. Total spending on health fell from 2 220 million GEL in 2012 to 1 973 million GEL in 2013 – a decline of 11% – mainly due to a fall in spending on medical goods infrastructure, (mostly medicines) and health administration.

The fall in spending on medicines is partly related to the introduction of the UHC program, which provides generous coverage for inpatient care, including medicines administered during a hospital stay, but very limited coverage of outpatient medicines. As a result, inpatient care is more attractive to patients than outpatient care. This may explain the increase in inpatient spending and decline in outpatient spending. However, about 40% of total spending on health is on medical goods, which is very high compared to a European Region average of 17% in 2011[footnoteRef:2]. [2:  WHO Health For All Database.] 


An increase in spending on ancillary services is due to greater uptake of the UHC program. The decline in spending on health administration is the result of a change in the method used to calculate the administrative costs of private insurance companies, so that these costs now exclude profit[footnoteRef:3].  [3:  Personal communication with MOLHSA.] 




Table 2.2. Total spending on health by function, 2012-2013

	Functions
	2012 (GEL millions)
	2013 (GEL millions)
	2013/2012 change (%)

	Inpatient curative care
	389 
	413 
	6 

	Day cases of curative care
	20 
	10 
	-49 

	Outpatient curative care
	330 
	314 
	-5 

	Outpatient dental care
	26 
	16 
	-37 

	Services of curative home care
	17 
	12 
	-29 

	Services of rehabilitation care
	1 
	1 
	0 

	Ancillary services to medical care
	199 
	243 
	22 

	Medical goods dispensed to outpatients
	900 
	790 
	-12 

	Prevention and public health services
	47 
	46 
	-2 

	Health administration and health insurance
	170 
	40 
	-76 

	Expenditure not specified by kind
	123 
	88 
	-29 

	Total
	2 220 
	1 973 
	-11 



Source: MOLHSA

In 2013, about 60% of total spending on health was paid out of pocket, by households, of which almost two-thirds were spent on medicines (Table 2.3). The 15% decline in out of pocket payments between 2012 and 2013 may be the result of the introduction of the UHC program, which has improved coverage of inpatient and outpatient care. The UHC program’s coverage of inpatient medicines may also explain the decline in out of pocket payments for medicines. 

Table 2.3. Out of pocket payments (OOPs), 2012-2013

	OOP by function
	2012
	2013
	2013/2012 change (%)

	
	OOP in million GEL
	Share of total (%)
	OOP in million GEL
	Share of total (%)
	

	Inpatient curative care
	142
	10,1
	99
	8,4
	-30,0

	Outpatient curative care
	233
	16,7
	166
	13,9
	-29,1

	Outpatient dental care
	22
	1,6
	15
	1,3
	-30,0

	Curative home care
	16
	1,1
	11
	0,9
	-30,0

	Ancillary services
	147
	10,5
	166
	14,0
	13,1

	Medical goods for outpatients
	839
	60,0
	730
	61,5
	-13,0

	Total
	1 400
	100,0
	1 188
	100,0
	-15,1



Source: MOLHSA
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In 1995, a publicly financed social health insurance scheme was introduced. The State Health Fund (the State Medical Insurance Company from 1996) was established to pool payroll contributions (3% employer and 1% employee contribution rates, with state transfers on behalf of pensioners, unemployed, children etc). In parallel, municipal health funds received per capita transfers from municipal budgets. In 1997, these municipality funds (65) were organised under the umbrella of regional funds (12) to overcome regional disparities. The publicly financed benefits package included nine state-level programs and five municipality-level programs with a highly complex design and low awareness among the population of their entitlements. The programs’ development was not in line with population health needs but driven by political priorities and they suffered from underfinancing – for example, the state program accounted for only 5% of total spending on health – which led to an increase in out of pocket payments. The social health insurance scheme was terminated in 2004 due its poor performance and the government’s wish to lower taxation to boost economic growth.

From 2004 to 2006, the government focused on the introduction of a targeted social assistance program based on means testing. This was extended to the health sector and the medical insurance program (MIP) was launched in 2007. The MIP targeted poor households, teachers, orphaned children and some others groups[footnoteRef:4]. Eligibility was based on the means test developed by the SSA and used for targeted social assistance. Its benefits package covered: (i) urgent outpatient and inpatient treatment, including necessary diagnostic laboratory tests; (ii) planned inpatient services, with an annual limit of 15,000 GEL, excluding expenses for cosmetic treatment, resort treatment, sexual disorders, infertility, treatment abroad, sexually transmitted infections, HIV and hepatitis C; (iii) chemotherapy and radiation therapy up to 12,000 GEL per year; (iv) outpatient visits and limited diagnostic and laboratory tests prescribed by the primary health care (PHC) doctor; (v) delivery (up to 400 GEL); (vi) outpatient prescription drugs on the essential drugs list up to 50 GEL per year and with a 50% co-payment. In addition to the MIP program, vertical programs were accessible to all residents in several areas, including immunisation, dialysis, diabetes, TB, HIV and treatment for other infectious diseases. [4:  Smith O (2013) Georgia’s Medical Insurance Program for the Poor, Washington DC: The World Bank. Available at: http://documentsworldbankorg/curated/en/2013/01/17207976/georgias-medical-insurance-program-poor ] 


In its early stages, the MIP was implemented by a single public purchaser. In September 2007, however, the government contracted out the MIP to private insurance companies (14 in total). The MIP led to an increase in population coverage from about 100,000 people in 2006 (mostly in Tbilisi) to 200,000 in September 2007 and over 700,000 by April 2008[footnoteRef:5]. In 2008, the government moved to a voucher-based system which gave the beneficiary the right to choose one out of nine participating private insurance companies. The voucher-based system – a flat rate per person insured – gave insurance companies an incentive to be attractive to beneficiaries and to provide additional benefits . However, insurance companies had no experience of predicting service needs for their members and the public had no clear sense of their entitlements.  [5:  Transparency International (2012) The Georgian Health Insurance Industry. Berlin: Transparency International. Available at: http://www.transparency.ge/sites/default/files/post_attachments/The%20Georgian%20Health%20Insurance%20Industry.pdf ] 


The benefits package for people not eligible for the MIP was vague and not well understood by population. It included emergency care, treatment of specific diseases through vertical programs and specific population groups (eg children) and also involved co-payments. In February 2009, the government introduced an additional state-funded voluntary health insurance (VHI) program to encourage non-MIP beneficiaries to enrol with private insurance companies. The VHI program targeted people aged 3-60 not covered by MIP and not already covered by private insurance. It offered cover of primary, outpatient and inpatient care and emergency care up to 8000 GEL per year. People could pay a higher premium for a more generous benefits package. The VHI annual premium was 60 GEL (compared to the MIP annual premium of 180 GEL in 2009), of which two thirds were covered by the government and one third by the individual. The government contribution more than doubled per beneficiary (from 40.2 GEL to 96 GEL) if a private insurance company was able to attract more than 10,000 individuals. The target was to cover 300,000 to 500,000 individuals through the VHI program, rising to more than 100,000 by the end of 2009. However, numbers started to fall in 2010[footnoteRef:6] and in July of that year the government abolished the state subsidy, causing numbers to fall even further.  [6:  Transparency International (2012).] 


A new era for the MIP began in mid-2010. The government divided the country into 26 medical regions and beneficiaries (about 900,000 – roughly 20% of the population) were assigned to the private insurance company responsible to their region of residence. Private insurers for each region were selected through public tender and granted a three year contract. Annual premiums fell from 180 GEL in 2009 to 116-132 GEL, depending on region, and were not allowed to exceed 144 GEL. Private insurers were required to renovate hospitals in their region. 

In September 2012, prior to national elections, the MIP was extended to all pensioners (women over 60, men over 65), children aged 0-5, students and people with disabilities, adding about 800,000 beneficiaries to the program. The annual premium was 180 GEL. Although the content of the benefits package was the same for all MIP beneficiaries, there were differences in co-payment, with the most recent beneficiaries paying 10-20% of the cost of services, and 50% of the cost of essential medicines (up to a maximum coverage amount of 100 GEL per year for medicines). 

Following the 2012 elections, the new government announced that all Georgians would be eligible for publicly financed coverage through the UHC program, which was introduced in February 2013 for those not covered by MIP or private health insurance. In its early phase, the UHC program provided a basic minimal benefits package (primary and emergency care) to beneficiaries who registered with the primary care provider of their choice[footnoteRef:7]. In the next phase, the benefits package was extended to cover non-emergency care and some essential drugs (see Table 3.2). [7:  WHO, USAID, World Bank (2014). A review of UHC reforms introduced in Georgia since February 2013; Smith (2013).] 


Administration of the UHC program was given to the SSA. The decision to shift the purchasing function from private insurers to a public agency was triggered by the high profit margins enjoyed by private insurers (30-40% in earlier years and around 18% in 2012). Some of the vertical programs[footnoteRef:8] were incorporated into the MIP and UHC program to reduce fragmentation. In April 2014, the transition to pool all publicly financed health programs in the SSA began. Since September 2014, the SSA has administered all health programs.  [8:  Oncological care, cardio surgery, anti-rabies care, urgent and inpatient care for children under 3 years, urgent care, general ambulatory care.] 



[bookmark: _Toc442815688]2.3 The role of private health insurance 

The role of private insurance companies in the health system has decreased since the UHC program was introduced. Private voluntary health insurance is subject to general insurance market regulation, with oversight by an insurance market supervision agency (previously the Bank of Georgia).

Initially, those who were covered by VHI on 1 July 2013 were not eligible for the UHC program. For them, private insurers are their only source of health coverage. Now, anyone who had private insurance in the past is eligible for the basic UHC benefits package (primary and emergency care) if they can prove to the SSA that they no longer hold a private insurance contract. There is no mechanism to detect if people switch private insurer because there is no reporting from private insurers to the MOHLSA or the SSA. The register of privately insured people has not been changed since 1 July 2013. MOLHSA is planning to introduce legislative changes to require private insurers to share information on their enrolees to avoid misuse of UHC program funds.

The number of people covered by private insurance has fallen massively in the last two years. The largest decline has been among MIP beneficiaries (including children and pensioners), who are all now eligible for UHC program coverage. In 2015 there were about 500,000 privately insured people, mainly holding corporate coverage[footnoteRef:9] (Table 2.4). About 214,000 persons (eg military) hold supplementary VHI in addition to the UHC program, with premiums paid by the government. About 40% of people with VHI[footnoteRef:10] are also eligible for the UHC program, being pensioners or belonging to some other entitled group, but precise figures are not available. People with VHI can apply for additional coverage from the UHC program if their VHI policy does not cover all emergency care costs. [9:  The premium is dependent on the benefits package (eg in the MOLHSA it varies from 20 to 150 GEL per year).]  [10:  According to MOLHSA estimates.] 


Table 2.4. Number of people covered by private insurance companies, 2013-2015

	VHI beneficiaries
	2013
	2014
	2015

	Government coverage
	1 467 453 
	975 810 
	214 197 

	Privately insured
	491 885 
	535 505 
	308 440 

	Total
	1 959 338 
	1 511 315 
	522 637 



Source: MOLHSA

Private insurers now focus more on offering supplementary and complementary VHI (eg for dental care). In late 2015, the number of people with VHI began to rise due to people opting for supplementary policies in addition to their UHC program entitlements[footnoteRef:11]. At the same time, private insurers are reported to be facing higher costs due to higher rates of care use among their enrolees. This has increased VHI premiums and is felt to be a side-effect of the UHC program’s relatively generous benefits package. In 2014, total spending by private insurers was around 100 million GEL, similar to spending levels in 2013. [11:  Personal communication with the MOLHSA. ] 
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Before the introduction of the UHC program, the government relied on private insurers to implement its targeted health insurance programs; at that time, the SSA’s only health care-related role was to disburse public funds to private insurers. Now, responsibility for purchasing publicly financed health services lies with the SSA. Among other tasks, the SSA is responsible for administering the UHC program and vertical programs that focus on health care (as opposed to public health activities).

The following sections describe the range of health services purchased using public funds (publicly financed health benefits) and the four main areas of responsibility in purchasing:

· managing revenues and expenditures: knowing how much money is available and how much is spent

· contracting: deciding what to buy and from whom

· provider payment and incentives: developing and implementing provider payment systems and calculating payment rates

· monitoring provider performance, service use and quality: knowing how, and how well, the money is being used

A further section highlights some key issues requiring policy attention, followed by options for improvement.
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Publicly financed health benefits are provided through three mechanisms: the UHC program, 24 vertical programs and municipal and social assistance. Each mechanism is briefly described below.


The UHC program
The UHC program is regulated by Government Decree 36. Its aims are to:
· ensure access to medical services for people who do not have private health insurance
· enhance geographical and financial access to primary health care
· increase outpatient services in order to rationalise costly and high-tech hospital services
· improve population health through better access to emergency and planned inpatient and outpatient services

UHC program beneficiaries are Georgian citizens, asylum seekers, internally displaced persons and persons with humanitarian status except prisoners (around 3.4 million people). Those who had private insurance on 1 July 2013 are not eligible for the UHC program, but are entitled to a basic or minimum benefits package if they can demonstrate to the SSA that they no longer have VHI. 
Number of persons registered with a primary care provider under UHC program is The actual number of UHC program beneficiaries (3 125 762 in 2015) is based on the number of persons registered with a primary care provider. By this measure, UHC program coverage This number varies by region (Table 3.1), being lowest in Racha-Lechkhumi (47%) and highest in Tbilisi and Imereti (94%). These variations may reflect differences in awareness of eligibility for the UHC program as well as disparities in access to primary care. Some regions were slow to adopt the UHC program.
[bookmark: _GoBack]An additional register of people eligible for the UHC program is accessible online to providers and citizens. This register is based on the civil register and eligibility is determined according to who was covered by private insurance on 1 July 2013. However, the register is not up to date as about 200000 people may have changed their private insurance status since then[footnoteRef:12]. [12:  Personal communication by the MOLHSA.] 

There are four groups of UHC program beneficiaries:
· people who were previously uninsured (56% of all beneficiaries)
· former beneficiaries of the extended MIP, such as pensioners and children aged 0-5 (25%)
· former MIP beneficiaries (18%)
· veterans (<1%)

About 1% of all beneficiaries are eligible for the minimum benefits package only (people who previously had private insurance). UHC program benefits are set out in Table 3.2 and mainly differ across beneficiaries by co-payment rate and annual or case-level limits on what the government will cover. Entitlements are least generous for the previously uninsured. The actual co-payment amount a patient must pay also depends on provider prices (see Box 3.1).

Table 3.1 UHC program coverage by region, 2015

	Region
	Population covered
	Total population
	% population covered

	Adara
	284 183
	335 100
	85%

	Guria
	91 313
	113 300
	81%

	Imereti
	505 762
	536 300
	94%

	Kakheti
	243 167
	319 100
	76%

	Racha-Lechkhumi
	15 137
	32 000
	47%

	Kvemo kartli
	324 227
	424 000
	76%

	Mtskheta-Mtianeti
	61 350
	94 400
	65%

	Samegrelo Zemo Svaneti
	254 245
	331 500
	77%

	Samtkhe Javaketi
	112 157
	160 400
	70%

	Sida kartli
	186 635
	264 500
	71%

	Tbilisi
	1 047 586
	1 116 400
	94%

	Total
	3 125 762
	3 727 000
	84%



Source: MOLHSA
Vertical programs
All Georgian citizens are eligible to benefit from vertical programs covering a wide range of health services and accounting for 30% of public spending on health. The vertical programs are administered by the SSA, separately from the UHC program.


Municipal and social assistance services
In 2013, municipal-level programs accounted for 43 million GEL (7.6% of public spending on health) (NHA 2013). Tbilisi city government can afford to spend most on health care programs and in some cases there is an agreement with the MOLSHA for Tbilisi to cover some of the health care costs of its own citizen costs (eg for ambulance care) and the SSA others.

People can also apply for social assistance to cover out-of-pocket payments such as co-payments under the UHC program. In Tbilisi, a special committee makes these reimbursement decisions and the number of applications is increasing due to growing awareness and use of services. As it is not clear how social assistance funds are allocated, it is possible they benefit people who are aware of their rights rather than the most vulnerable people. 



Table 3.2 Summary of UHC benefits, 2015

	Type of benefit
	Benefits and user charges

	
	Former MIP beneficiaries
	Former beneficiaries of the programme for pensioners etc
	Veterans
	All others (previously uninsured)

	Family doctor’s care
	Free
	Free
	Free
	Free

	Outpatient specialist visits (primary health care)
	Free
	Free
	Free
	30% co-payment

	Essential drugs (around 50)
	Covered up to 50 GEL per year (200 GEL for pensioners), 50% co-payment
	Covered up to 100 GEL per year for pensioners (50 GEL for children 0-5 years), 50% co-payment
	Covered up to 50 GEL per year 
	Not covered

	Diagnostic tests (basic lab tests)
	Free
	Free
	Free
	Free

	Diagnostic tests (ultrasound, ECG, x-ray)
	Free
	Free for most, 10-20% co-payment for CT scans
	Free
	30% co-payment

	Normal delivery 
	Covered up to 500 GEL
	Covered up to 500 GEL
	Covered up to 500 GEL
	Covered up to 500 GEL

	Caesarean section

	Covered up to 800 GEL
	Covered up to 800 GEL
	Covered up to 800 GEL
	Covered up to 800 GEL

	Planned surgery 
	Covered up to 15,000 GEL per year
	Covered up to 15,000 GEL per year 10% co-payment (pensioners), 20% co-payment (children 0-5, disabled people, students, teachers). No co-payment for children onco-surgery up to age 18
	Covered up to 15,000 GEL per year
	Covered up to 15,000 GEL per year, 30% co-payment

	Chemo-, hormone and radio therapy 
	Covered up to 12,000 GEL per year

	Covered up to 15,000 GEL per year 10% co-payment (pensioners), 20% co-payment (children, students, teachers, disabled people). No co-payment for children chemotherapy up to age 18
	Covered up to 12,000 GEL per year
	Covered up to 12,000 GEL per year, 20% co-payment

	Emergency outpatient care
	Free
	Free
	Free
	Free

	Emergency (including critical and intensive care) inpatient care 
	Free
	10% co-payment (pensioners), 20% co-payment (children 0-5, disabled people, students, teachers). Urgent emergency care, critical and intensive care free of charge.
	Free
	Covered up to 15,000 GEL per case, 30% co-payment. Urgent emergency care, critical and intensive care free of charge.



Source: MOLHSA and SSA

[bookmark: _Toc442815691]3.2 Managing revenues and expenditures

The budget for public spending on health
Publicly financed health services accounted for 670 million GEL in 2015, of which 470 million GEL[footnoteRef:13] (70%) was earmarked for the UHC program and 200 million GEL for the vertical programs[footnoteRef:14]. The introduction of the UHC program led to a huge increase (90%) in public spending on health from 332 million GEL in 2012 to 634 million GEL in 2013. The UHC program’s share of the health budget has been increasing over time because of the extension of UHC benefits and due to the incorporation of state health insurance programs (including some vertical programs) under the UHC program (Table 3.3). [13:  According to the initial budget plan.]  [14:  Public spending also includes administrative expenditure etc.] 


Table 3.3 State-funded health care programs 2012-2015

	State funded health care programs, million GEL
	2012
	2013
	2014
	2015 (plan)
	2015 actual 
(January-July)

	State health insurance programs
	153,30
	239,54
	68,18
	0,00
	0,00 

	UHC program
	0,00
	69,92
	338,47
	470,00
	317,29

	Vertical programs
	179,48
	126,06
	167,15
	199,95
	131,52

	Total
	332,78
	435,52
	573,81
	669,95
	448,81



Source: MOLHSA


UHC program costs
In 2013, UHC program budget execution was much lower than planned (69%) due to uncertainties related to implementation. Program uptake was slower than expected as a result of low awareness among the population of their rights and complicated administrative procedures. Providers also took time to adapt to the new system.

UHC program spending in 2014 was a third higher than planned. In 2015, the program’s planned budget was 39% higher than in 2014 and actual spending from January to July 2015 was, again, higher than planned. Assuming similar implementation in the second half of the year, the UHC budget will have been exceeded by 74 million GEL (16%) in 2015 – probably by even more than this. To fill the gap, the UHC program budget was increased by 96 million GEL in late 2015. 

The 2016 budget for the UHC program is set at the same level as in 2015 (570 million GEL). At the same time, there is a plan is to expand the UHC program’s coverage of essential medicines by adding to the essential medicines list and to lower medicine prices so as to enhance coverage without shifting additional costs onto households. 

Assuming that about 3.4 million people are eligible for the UHC program, the program’s per capita spending (470 000 000+96 000 000)/3 400 000) is 166 GEL. The MIP’s annual premium per person was 180 GEL in 2009. This shows that the UHC program currently spends less money per person than the MIP, even though the benefits it offers are more extensive, it has incorporated some vertical programs and there have probably been increases in input prices (eg salaries). 
Table 3.4 shows a breakdown of UHC program expenditure by beneficiary group. In 2014, the former uninsured group accounted for 45% of UHC program funds (56% of UHC program beneficiaries), former MIP for 26% (18% of beneficiaries) and pensioners and children for 29% (25% of beneficiaries).

Half of the UHC program’s funds were spent on emergency inpatient care, the main source of spending among all beneficiary groups. Spending on planned care is higher for the group of people who were formerly uninsured.

Spending on medicines only amounted to 26 000 GEL in 2014 – less than 0.5% of UHC program spending since 2013. This is a surprisingly tiny amount for the whole country. It indicates that the UHC program is not contributing to making essential outpatient medicines more affordable for households.

UHC program activity has increased rapidly over time. In the first seven months (January-July) of 2015, the number of cases treated was almost double the number treated in the whole of 2014 (Table 3.5).

Spending has not increased at the same rate, however, so the average cost per case has fallen significantly across the program, from 559 GEL in 2013 to 352 GEL in 2015. This could be due to stricter pricing policy by the SSA or a rise in the number of less complicated cases, but it is not possible to draw conclusions without more detailed analysis and validation of data quality.



Table 3.4. Breakdown of UHC program spending by beneficiary group, 2014[footnoteRef:15] [15:  The program expenditures shown here are different from those in Table 3.3. This may be due to differences in reporting design or a data quality issue.] 


	
	Former uninsured
(56% of beneficiaries)
	Pensioners, children, students (25% of beneficiaries)
	Former MIP
(18% of beneficiaries)
	All beneficiaries

	UHC program sub-component
	GEL
	% of UHC program costs
	GEL
	% of UHC program costs
	GEL
	% of UHC program costs
	GEL
	% of UHC program costs

	Emergency inpatient care
	76 187 662
	36
	76 853 247
	36
	58 540 923
	28
	211 581 832
	50

	Elective surgery (except cardio surgery)
	26 315 819
	43
	16 518 432
	27
	18 102 049
	30
	60 936 300
	15

	Planned ambulatory care
	32 465 227
	68
	7 726 969
	16
	7 900 886
	16
	48 093 083
	11

	Emergency outpatient care
	16 712 324
	50
	7 605 109
	23
	9 239 046
	28
	33 556 479
	8

	Obstetrics and caesarean sections
	22 906 343
	81
	500 693
	2
	4 956 854
	17
	28 363 889
	7

	Chemo- and hormone therapy
	6 792 872
	44
	4 504 412
	29
	4 125 296
	27
	15 422 581
	4

	Cardiac surgery
	5 119 401
	38
	4 948 638
	37
	3 353 041
	25
	13 421 080
	3

	Radiotherapy
	4 276 898
	49
	2 430 749
	28
	2 066 690
	24
	8 774 337
	2

	Basic drugs
	348
	1
	12 306
	47
	13 615
	52
	26 269
	0

	Total
	190 776 895
	45
	121 100 555
	29
	108 298 400
	26
	420 175 850
	100



Source: MOLHSA

Table 3.5. UHC program spending, number of cases and average cost per case, 2013-2015[footnoteRef:16] [16:  The program expenditures shown here are different from those in Table 3.3. This may be due to differences in reporting design or a data quality issue.] 


	UHC program sub-component
	2013
	2014
	2015 (January-July)

	
	Number of cases
	Total cost (GEL)
	Average cost per case (GEL)
	Number of cases
	Total cost (GEL)
	Average cost per case (GEL)
	Number of cases
	Total cost (GEL)
	Average cost per case (GEL)

	Cardiac surgery
	520 
	2 639 357 
	5 076 
	2 355 
	13 421 080 
	5 699 
	2 255 
	9 371 448 
	4 156 

	Emergency inpatient care
	23 087 
	45 550 430 
	1 973 
	166 062 
	211 581 832 
	1 274 
	144 638 
	142 900 424 
	988 

	Chemo-, hormone and radiotherapy
	4 396 
	3 842 620 
	874 
	31 654 
	24 196 917 
	764 
	25 435 
	16 641 790 
	654 

	Elective surgery (except cardio surgery)
	10 060 
	9 536 248 
	948 
	71 408 
	60 936 300 
	853 
	68 128 
	36 157 281 
	531 

	Obstetrics and caesarean sections
	17 632 
	10 937 061 
	620 
	48 924 
	28 363 889 
	580 
	28 927 
	14 776 999 
	511 

	Emergency outpatient care
	88 566 
	8 177 929 
	92 
	467 308 
	33 556 479 
	72 
	413 768 
	21 201 702 
	51 

	Drug benefits
	93 
	7 587 
	82 
	1 208 
	26 269 
	22 
	1 797 
	10 851 
	6 

	Planned ambulatory care
	 
	19 662 421 
	 
	 
	48 093 083 
	 
	 
	33 991 424 
	 

	Total
	144 354 
	100 353 652 
	559 
	788 919 
	420 175 850 
	472 
	684 948 
	275 051 918 
	352 



Source: MOLHSA

Vertical program costs
So far, vertical program costs (Table 3.6) have been easier to control than UHC program costs for several reasons. First, central procurement through public international tenders lowers the price of drugs by about 10-12% on average[footnoteRef:17], although the incentive to lower prices is weak because savings return to the general state budget rather than the health budget. Second, volume control is achieved through targeted program management; each program has two coordinators. Third, tariffs and service packages are fixed across all providers. However, this has reduced providers’ interest in participating in vertical programs, especially since the UHC program offers more generous prices. [17:  Communication with the SSA.] 


Table 3.6. Breakdown of spending on vertical programs, 2013-2015

	Vertical program (in million GEL)
	2013
	2014
	2015 (plan)

	Ambulance medical services[footnoteRef:18]  [18:  The increase in 2014 was the result of private insurance handing over the program to the SSA.] 

	15,15 
	29,66 
	30,13 

	Dialysis and kidney transplantation
	22,14 
	25,13 
	29,03 

	Rural doctors[footnoteRef:19] [19:  The increase in 2014 was the result of private insurance handing over the program to the SSA.] 

	11,29 
	20,38 
	25,33 

	Referral (individual care)
	17,92 
	19,69 
	20,00 

	Mental health
	14,57 
	15,09 
	15,65 

	TB diagnosis and treatment 
	8,65 
	8,43 
	11,63 

	Immunisation 
	5,97 
	4,43 
	10,39 

	Infectious disease management
	1,26 
	7,38 
	9,89 

	Hepatitis C management
	0,00 
	0,00 
	8,33 

	Diabetes 
	4,86 
	5,75 
	7,66 

	HIV/AIDS prevention and treatment
	3,14 
	4,10 
	6,33 

	Maternal and child health 
	4,91 
	6,05 
	6,20 

	Rare diseases
	3,82 
	4,21 
	5,96 

	Narcology 
	3,99 
	4,19 
	4,35 

	Early detection of diseases and screening
	1,46 
	1,48 
	1,77 

	Palliative care of oncological patients
	2,35 
	1,41 
	1,52 

	Safe Blood
	0,82 
	1,07 
	1,40 

	Paediatric Oncohaematology 
	1,67 
	1,63 
	1,27 

	Medical screening for army recruits
	1,15 
	0,90 
	1,00 

	Post diploma education
	0,00 
	0,03 
	1,00 

	Disease surveillance
	0,65 
	0,92 
	0,65 

	Prevention of occupational disease
	0,27 
	0,27 
	0,27 

	Health promotion
	0,00 
	0,00 
	0,20 

	Financial support for medical facilities
	0,00 
	4,95 
	0,00 

	Total
	126,06 
	167,15 
	199,95 

	Share (%) of public spending on health
	29%
	29%
	30%



Source: MOLHSA


[bookmark: _Toc442815692]3.3 Contracting

Providers who want to participate in the UHC program have to submit an expression of interest to the SSA; this means they accept the conditions of the UHC program. Contracting is underpinned by the principle that patients should be free to choose to see any participating health care provider, with UHC program money following the patient so long as providers meet program conditions. The SSA does not therefore sign pre-agreed contracts with providers and does not negotiate service content or volume. 

In the absence of selective contracting, the SSA’s main instruments for ensuring services are delivered appropriately are prior authorisation and claims management, which take up most of the UHC program’s administrative capacity. These procedures differ by type of care.

A person eligible for planned surgery has to apply to the SSA for prior authorisation. The application should include hospital documentation of preliminary diagnosis and expected costs. The SSA has two months to process this application (less if the patient’s condition is critical) and issue letter of guarantee (voucher). The provider has to electronically notify the SSA within 24 hours of the patient starting to receive treatment. The notification should include basic information such as patient ID, initial diagnosis, case code and expected length of treatment. The case code can be modified after treatment has been completed, requiring an additional notification within 24 hours of discharge (unless tests will take longer). A few days after the case is closed, the provider submits a detailed case summary and costing to the SSA. 

Each notification is hand-checked on paper by a claims manager (a medical doctor by background) to ensure it is in line with the letter of guarantee and detailed case summary and costing. The aim of claims management is to check the accuracy of diagnosis, coding, sub-program and tariffs. Providers have two days to revise documents if misalignments are detected. The SSA can conduct an on the spot inspection of documents up to 30 working days after a provider has submitted the relevant documentation.

In practice, almost all claims are reimbursed and providers have adapted to the required coding rules. Providers report preferring the current claims management procedure to the previous system and to the system used by private insurers, largely due to the use of electronic data exchange and prompt reimbursement. However, some providers may be confused by differences in SSA interpretation of coding rules. 

The SSA can check reimbursed claims for up to three years after reimbursement, although any repayment of incorrect claims is transferred to the general state budget and is not returned to the SSA. The SSA can also check all the reimbursed claims of a single provider for up to three years.



[bookmark: _Toc442815693]3.4 Provider payment and incentives 

Paying for primary care
Since 1997, all health care providers have been regulated under commercial law, leading to a variety of legal entities and ownership schemes in primary care. The development of primary care has been guided by the Primary Health Care Master Plan established in 2003. This aimed to consolidate 750 primary care facilities outside Tbilisi into 549 facilities, each serving approximately 30,000 people.

The rural doctors program was set up in 2008, with renovation plans and funds assigned to rural providers in about 900 villages. This program operated in parallel to existing primary care delivery and partly replaced it – for instance, capitation payments for family doctors decreased and a norm of one family doctor per 5000 patients (without a nurse) was established. Currently, there is no maximum patient list size. Informally, 2000 patients is taken as the upper limit.

Family doctors are responsible for referring UHC program beneficiaries to specialist care. In practice, however, this is not always followed and some patients opt to visit specialists directly, without referral, and pay out of pocket, or call an ambulance or go to the hospital emergency department. 

UHC program beneficiaries have to enrol with a primary care provider anywhere in the country, a requirement that does not apply to those covered by private insurance. About 80% of the population is registered. Registration involves a signed agreement and people can change primary care provider every two months. An electronic register is used by the SSA to recalculate monthly the size of each primary care provider’s patient list, which is the basis for the capitation payment (except for rural doctors under the vertical program).

The parallel rural doctor program covers 1.1 million people living in rural areas. Eligibility is determined based on place of residence. People living in rural areas are also registered with a primary care provider in the closest rayon, in order to obtain access to primary care specialists (seven specialties) and prescriptions covered by the UHC program. In general, rural doctors can prescribe but the medicines they prescribe are not covered by the UHC program. This administrative anomaly is likely to result in unnecessary doctor visits or to prompt patients to bypass the rural doctor and pay out of pocket to visit the rayon family doctor.

Capitation payment is not dependent on age or other patient characteristics and does not vary by region. The Council of Primary Health Care is involved in calculating the capitation payment and takes into account expected rates of service use. The payment is not adjusted annually and has remained at the same level since the beginning of the UHC program. The monthly capitation rate is 1.93 GEL (about €0.75), of which 0.86 GEL is for the family doctor and 1.07 GEL for primary care specialists and diagnostics. A reduced rate of 1.07 GEL is paid for patients also covered by rural doctors.

The SSA contracts primary care facilities (as opposed to individual family doctors). Facilities are responsible for organising service delivery and recruiting the necessary specialists. There is no explicit definition of the services to be provided at primary care level. The availability of different specialists is at the discretion of the facility and has no effect on the size of the capitation payment.

Rural doctors receive their payment as a salary. In 2015, the planned budget for rural doctors was more than 25 million GEL covering more than 1.1. million people. This is equal to about 1.90 GEL per capita per month, which is more than twice as much as the family doctor component of the primary care capitation payment (0.86 GEL). Rural doctors would therefore seem to be overpaid in comparison to family doctors.

Payment of primary care providers, including rural doctors, is not linked to performance.


Paying hospitals
Almost all hospitals are privately owned. Only a small number of single-profile hospitals (eg for TB) have remained in public ownership. Payment for hospital care is case-based and payment rules vary depending on provider characteristics and the type of care provided. Payment should include the cost of all necessary medical interventions related to each treatment episode (eg one hospitalisation).

All providers participating in the UHC sub-program for planned and emergency inpatient care have to submit provider-level prices to the SSA on a monthly basis if they begin to offer a new service or want to raise their prices. Prices must be submitted electronically, using a special information portal, and on paper. Price increases need to be accompanied by adequate justification.

The general rule is that if a provider participated in the MIP, the SSA tariff will not exceed the tariff paid under the MIP by more than 10%. However, a new provider is free to submit their own price. This has led some legal entities to close and open as a new entity in order to charge higher prices. Ex-MIP providers can set their own prices if they begin to offer a new type of service. The prices paid to a single provider with regional branches can vary by SSA branch.

In mid-2015, the SSA stopped revising its tariffs on a monthly basis to prevent tariffs from increasing, which was one reason for rising UHC program spending. 

A case-based payment mechanism is used for planned surgical procedures (day and inpatient care). These cases are determined based on ICD-10 and NCSP (Nordic Classification of Surgical Procedures) combinations (over 30 000). One case covers all activities in a hospitalisation. Payment is based on the principal code. For each additional code, 50% of the tariff is paid.

The calculation of the maximum tariff the SSA will pay for each case takes place monthly based on prices submitted by providers. Data for the preceding month are applied to each case using the formula: tariff =(maximum price – minimum price)/4+minimum price. This sets the maximum tariff that the SSA will pay for each case.

In addition to payment from the SSA, hospitals obtain payment from patients. The patient co-payment is calculated as 30% of the hospital price or the SSA maximum tariff, whichever is lower. Patients also have to pay hospitals any difference between the SSA tariff and the hospital’s price. For an illustration, see Box 3.1. 
Box 3.1 Example of payment rules for planned surgery and less urgent emergency care

The SSA tariff for episode X is 1000 GEL.

Provider A did not participate in the MIP. Its price for episode X is 1500 GEL. The SSA pays 700 GEL (70% of the maximum tariff) and the patient (previously uninsured) pays a co-payment of 300 GEL (30% of the maximum tariff). The patient also pays an additional 500 GEL (the difference between the maximum tariff and the provider’s price) – 800 GEL in total.

Provider B did participate in the MIP, where its price for episode X was 500 GEL. The current maximum tariff for this episode for this provider is therefore 550 GEL (500 GEL plus 10%). The provider can charge a higher price, eg 1000 GEL. In that case, the SSA pays 385 GEL (70% of the maximum tariff) and the patient pays 165 GEL (30% of the maximum tariff). The patient also pays an additional 450 GEL (the difference between the maximum tariff and the provider’s price) - 615 GEL in total. 


Emergency care has two categories (about 800 different cases in total). Urgent emergency care (requiring treatment within 24 hours) is paid using tariffs calculated based on prices submitted by providers, as explained above. This has led to huge price variations – for example, the maximum SSA tariff for appendectomy ranges from 500 GEL to 1500 GEL.

Tariffs for less urgent emergency care (treatment required within five days) are set similarly to planned surgery (see below), but patients can access care without prior authorisation. Providers submit their claims electronically and retrospectively present a detailed invoice per episode of care. In practice, however, actual expenses are calculated mechanically because providers have strong incentives to obtain the maximum possible payment.

There are some exceptions – for example, critical and intensive care. Here, the maximum tariff is calculated as the average price across all providers based on data submitted within the last year. This new payment rule has been in place since 1 April 2015 and has so far led to remarkable savings of 7-10 million GEL per month. Payment is in the form of two different per diem rates (first and secondary level), which include all necessary direct and indirect costs. Indirect costs vary by regions and are dependent on a hospital’s number of beds, favouring larger hospitals. The per diem rate is lowered if hospitalisation exceeds 22 days. If the actual costs of treatment are lower than the per diem rate, payment is based on actual costs. 

In practice, it is impossible to make a clear distinction between emergency and planned care. For example, cholecystectomy can be both depending on the patient’s condition, the doctor’s medical judgement and any incentives in place. The UHC program tariffs, co-payments and claims management rules differ by types of care and make urgent care more attractive, for providers, than non-urgent care. This incentive led to a substantial increase in the rate of urgent surgeries in 2013 (Table 3.7).

Table 3.7 Number and type of surgeries, 2010-2013

	Year
	Total number of surgeries
	Number of urgent surgeries
	Urgent as % of total surgeries

	2010
	134 941
	20 385
	15%

	2011
	143 262
	19 384
	14%

	2012
	165 679
	21 773
	13%

	2013
	189 478
	39 451
	21%



Source: Health Care Statistical Yearbook 2013

The SSA regularly communicates with providers to update tariffs on a monthly basis and to process claims. Tariff updating is based on electronic data exchange and the application of pre-defined rules, as described above. It does not take up much SSA staff time because tariff setting is relatively automatic and does not include an analytical element (eg costing).

In 2016, the MOLHSA and the SSA plan to pilot Australian DRGs in 20 hospitals with different profiles. The objective of introducing DRGs is to achieve greater standardisation of payment cases and to apply one payment mechanism to all UHC-program-funded inpatient care. Previously, the government considered using NordDRGs, which explains the use of the Nordic system (NCSP) to classify surgical procedures. During the pilot, a system of mapping between NCSP and Australian DRG classification will be used. In the longer term, the plan is to implement DRGs across the whole system in 2017, if the pilot is successful, using Australian cost weights initially and beginning to calculate Georgian cost weights from 2019. 


[bookmark: _Toc442815694]3.5 Monitoring provider performance, service use and quality

The SSA’s main instruments for ensuring services are delivered appropriately are prior authorisation for planned surgery and claims management (routine scrutiny of claims information submitted by hospitals). Obtaining prior authorisation is likely to be time-consuming for patients, while claims management is a significant drain on SSA capacity. It is not clear that either procedure is effective in influencing provider behaviour. At present, there is no attempt to reward good performance and use of clinical decision support tools such as guidelines and protocols is limited. Care pathways are not used.




[bookmark: _Toc442815695]4 Issues in purchasing


[bookmark: _Toc442815696]4.1 Moving from passive to active purchasing

A key aim of the UHC program has been to ensure that as many people as possible have good access to a wide range of health services. This has been achieved by extending publicly financed health coverage to all those who were previously uninsured; ensuring that the scope of the publicly financed benefits package is broad, offering people access to primary care, specialist care, emergency care and medicines; and increasing public spending on health. As a result of the UHC program reform, the share of the population entitled to publicly financed health care has increased dramatically since 2012.

In response to other limitations of the pre-reform health system, government policy has also focused on ensuring that people have free choice of health care provider and good access to high-cost treatment in hospitals. Before the reforms, a large share of the population did not benefit from publicly financed entitlement to expensive specialist treatment. Those who did were not always able to choose their provider because private insurers operated through preferred provider networks.

By transferring responsibility for publicly financed health coverage from private insurance companies to the SSA, the government has unified the purchasing function in the health system. This has established a strong platform for moving from passive to active purchasing.

Active purchasing involves:[footnoteRef:20] [20:  McIntyre D and J Kutzin (2016) Health financing country diagnostic: a foundation for national strategy development, Geneva: World Health Organization. Available at: http://www.who.int/health_financing/tools/diagnostic/en/ ] 


· the purchaser drawing on information about the health care needs of the population for which it is responsible and aligning the availability of services to these needs

· contracting with selected providers who agree to comply with access and quality standards and utilisation controls and are willing to accept specified payment mechanisms and payment rates and to provide information for monitoring purposes

· the purchaser using its financial power (leverage) to influence the behaviour of providers to be efficient and deliver quality services, particularly through linking provider payment to information on performance, carefully monitoring provider performance and taking action when performance is poor

The move from passive to active purchasing is not something that can be achieved overnight. It takes time and requires a stable policy environment. In practice, there is no end point in active purchasing. Rather, it is a constant process of striving for improvement. Learning from experience plays a vital role in this process.



[bookmark: _Toc442815697]4.2 Areas requiring policy attention

Analysis of the purchasing function reveals a number of areas in which there is scope for improvement. As we have emphasised, active purchasing is a constant process of learning from experience. The Ministry and the SSA have achieved remarkable things in the last three years. Both organisations are already aware of many of the issues set out in the following paragraphs and are taking steps to address some of them.

Lack of leverage over providers: Due to existing purchasing rules, there are limited mechanisms for the SSA to influence clinical practice and determine which services are provided to whom. It is therefore difficult for the SSA to promote effective coverage by ensuring that services are provided according to need and on an equitable basis across population groups and regions. Currently, the SSA’s only real instruments are prior authorisation, tariff setting and claims management for hospital care.

Non-aligned incentives in provider payment: The system of paying providers is fragmented and complex, payment incentives are not aligned across the vertical spectrum of care and payment does not encourage or reward good performance. 

Payment of primary care is fragmented due to differences in the payment of rural doctors and family doctors in the UHC program, with rural doctors receiving significantly more money per person than family doctors. The incentives inherent in sole reliance on capitation payments that are not adjusted for patient characteristics (eg age) encourage referral to specialist care and discourage activity in primary care.

Payment of hospitals and emergency care creates strong incentives to pull patients towards ambulance and inpatient care – and toward emergency care in particular – and are one reason for the very high level of caesarean section rates in Georgia in comparison to the European Region (Figure 4.1 and Figure 4.2) and the large increase in the number of urgent surgeries (see Table 3.7). The very detailed and complex payment system for hospitals, with different tariff-setting and co-payment rules for different types of hospital care, enables providers to game the system, increases administrative costs and makes it difficult for the SSA to control costs. The SSA has been taking steps to standardise tariff-setting rules (eg for critical and intensive care). These have led to cost savings at the system level already.

Figure 4.1 Caesarean section rates per 1000 live births, 2013

Source: WHO HFA database
Figure 4.2 Caesarean section rates in Georgia by region, 2013

[image: ]

Source: Health Care Statistical Yearbook 2013

Lack of provider performance monitoring: The SSA is not currently engaged in any significant monitoring of provider performance. There is no selective contracting of providers. Providers are not required to supply the SSA with information on performance. The prior authorisation and claims management procedures are time-consuming for patients and a major drain on SSA capacity, and it is not clear that they offer much benefit in terms of oversight of providers.

The existence of multiple sub-programs in the UHC program and multiple vertical programs: This is a challenge for efficiency. Inefficiencies arise due to fragmentation, duplication, skewed incentives and complexity (which increases transaction costs). For example, the diabetes vertical program, which covers insulin, is the only source of publicly financed medicines for people with diabetes. As a result, non-insulin-dependent diabetic patients are referred to the diabetes program so they can receive insulin. Failing to incorporate rural doctors into the UHC program has enabled a parallel structure to develop in primary care and created administrative obstacles that prevent people from accessing publicly financed medicines.

Under use of primary care: Limited resources, a poorly implemented referral system, perverse payment incentives, the existence of a parallel program for rural doctors and the low priority given to primary care are all reasons for the low level of outpatient contacts in Georgia. In 2014, there were on average 3.2 outpatient visits per capita (including specialist outpatient visits), which is very low by European standards (Figure 4.3). Geographical variation in outpatient contacts suggests there may be serious inequities in access to care across the country: there is a huge discrepancy between rural areas and Tbilisi. Ambulance care also favours people living in Tbilisi.



Figure 4.3 Outpatient and ambulance contacts per person per year, 2014


Source: MOLHSA and the WHO Health For All database
Note: Outpatient refers to contact with polyclinics, ambulatory care providers, rural doctors; European data are for 2013

Weak referral systems: Primary care has been designated as the first point of contact with the health system. Patients must be referred by a family doctor to visit a specialist, but in practice this is not always followed. Richer patients can afford to pay to see a specialist without referral. Patients also have incentives to visit emergency departments in hospitals or call an ambulance, because access to essential medicines is much cheaper in emergency and inpatient care settings.

Fragmentation in primary care due to the existence of two parallel systems: The rural doctors program covers about one third of the population but is not part of the UHC program. Rather, it is a separate vertical program with different administrative rules and incentives at provider and patient levels. For example, prescriptions issued by rural doctors do not qualify for reimbursement under the UHC program. As a result, patients cannot obtain publicly financed essential medicines from rural doctors but must, instead, travel to the nearest facility that is part of the UHC program. For people living in rural areas, this is likely to present a major financial and geographical barrier to accessing essential medicines. It partly explains why the UHC program has barely spent any money on essential medicines since 2013 (see Table 3.4).

Lack of clearly defined primary care services and lack of access to essential medicines in primary care: Services provided in primary care are not clearly defined and appear to be limited. This problem is exacerbated by difficulties in accessing publicly financed essential medicines in primary care. Since 2013, less than 0.5% of the UHC program budget has been spent on essential medicines (see Table 3.4). Because of this, patients may not see much benefit in using primary care services and prefer to rely on emergency or inpatient care instead.

Incentives and other factors push patients away from primary care and pull them towards emergency and hospital care: The use of fixed capitation to pay primary care providers, without adjusting for patient risk and without offering any incentive for good performance, pushes patients towards hospital care. Activity-based payment of hospitals encourages hospitals to treat as many people as possible. These incentives are bolstered by the weakness of the referral system and by the lack of adequate access to publicly financed essential medicines in primary care. Failure to provide good access to essential medicines in primary care is probably the largest single obstacle to strengthening the role of primary care in the health system and to achieving better management of people with chronic conditions. Without addressing this particular problem, other incentives (eg linking payment to performance) are unlikely to work.

The incentives facing patients and providers are summarised in Table 4.1. 	

Table 4.1 Incentives for patients and providers by type of care

	
	Patient incentives
	Provider incentives

	First contact care

	Ambulance care
	Easy access, free of charge, quick solution to health problems, entry point for hospital care
	More patients mean more revenue; refer patients to hospital to minimise risk

	Rural doctor 
	Easy access, limited scope of services, low trust, free of charge, entry point to the next level of care
	Narrow scope of care, easy to refer patients to the next level, good performance is not rewarded, blurred role with family doctors

	Primary care 
	Easy access, mostly free of charge, entry point to specialists, limited scope of services and services unclear, low trust, relatively low cost for patients who have to pay out of pocket
	Limited care delivery options, easy to refer to the next level or to specialists in primary care (in some cases this increases income), good performance is not rewarded, blurred role with rural doctors, very limited options to prescribe

	Hospital emergency department
	Easy access, wide scope of care, high trust, emergency cases are free of charge, easy access to inpatient care, free medicines
	More patients mean more revenue, easy and reasonable to refer to inpatient settings


	Next level care

	Specialist outpatient and inpatient care
	Wide scope of care, high trust, complicated to navigate, co-payment varies based on patient, UHC program and provider characteristics, free medicines
	More patients mean more revenue from the SSA and from co-payments, good performance is not rewarded, revenue is gained by hospitalizing patients, categorizing patients as emergency cases and treating private patients

	Vertical programs
	Targeted service package, free of charge, free medicines
	More patients mean more revenue, but providers have fewer opportunities to increase prices or collect co-payments




Lack of management of people with chronic conditions: This is a major challenge for the health system and is the result of several factors, including a fragmented and weak primary care system, the absence of a clear definition of the scope of primary care services, the very limited coverage and provision of essential medicines in primary care and the lack of incentives to encourage appropriate activity in primary care.

Significant regional variation in the prevalence of hypertension (Figure 4.5) may be linked to differences in access to care and differences in care-seeking behaviour. Figure 4.6 shows that although Georgia is doing better than neighbouring countries in providing effective coverage (treatment and control) of hypertension, it has a long way to go before it reaches standards in some high-income countries.

Figure 4.5 Prevalence of hypertension by region, 2013
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Source: Health Care Statistical Yearbook 2013

Figure 4.6 Control of hypertension, international comparison, 2013


Source: World Bank (2013). Getting better: improving health system outcomes in Europe and Central Asia, Washington DC: World Bank. Available at: https://openknowledge.worldbank.org/handle/10986/13832 
Inefficiencies in the hospital sector: Data on the number of hospitals and beds per hospital (Table 4.2) suggest most hospitals operate with fewer than 100 beds. It is questionable whether multi-profile hospitals can function efficiently with so few beds. It is also difficult to ensure quality of care when care volumes are so low. Low rates of hospitalisation (114 per 1000 population compared to 181 for the European Region in 2013), low average lengths of stay (5 days compared to 9 in the European Region in 2013) and very low bed occupancy rates (52% compared to 80% in the European Region in 2013) also suggest that the hospital sector does not operate efficiently (Figure 4.7).

Table 4.2 Number of hospitals and hospital beds by regions, 2014

	Region
	Number of hospitals
	Average number of beds per hospital
	Beds per 100 000 population

	Achara
	15
	73
	327

	Tbilisi
	110
	53
	518

	Kakheti
	16
	28
	140

	Imereti
	29
	62
	337

	Samegrelo-Zemo Svaneti
	19
	31
	176

	Shida Kartli
	10
	41
	156

	Kvemo Kartli
	20
	35
	166

	Guria
	7
	18
	112

	Samtskhe-Javakheti
	9
	44
	246

	Mtskheta-Mtianeti
	5
	18
	95

	Racha-Lechkhumi-Kvemo Svaneti
	4
	16
	203

	Total/Average
	245
	48
	313



Source: MOLHSA 



Figure 4.7 Hospital indicators by region, 2014
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Source: MOLHSA


Complex co-payments policy: The UHC program’s co-payment design gives better protection to vulnerable population groups. This is a strength and should be maintained. However, the complexity of the co-payments policy, with different entitlements for different groups of people and different types of services, may undermine transparency and be confusing to people.

SSA organisational fragmentation: The total number of health care program-related SSA staff is 400-500, shared between two departments: the UHC Program Department and the Health Program Department. The Health Program Department is responsible for the implementation of vertical programs and the procurement of medicines. The SSA’s complex structure seems to encourage fragmented work practice (see the organogram in Annex 3).

SSA capacity is skewed towards bureaucratic claims management rather than performance monitoring: The pooling of all public funding for the health sector in the SSA and strong public support for the UHC program are an excellent basis for continuing to improve the SSA’s purchasing role. One major advantage of this type of organisation is low administrative costs. However, the SSA engages in substantial bureaucratic claims administration procedures with extensive paper work. This takes up significant capacity but adds limited value. Over time, electronic data collection has improved but there is a lack of analytical tools (eg IT solutions) and staff skills to use data analysis to support everyday activities and decision-making on a regular basis. Focusing on everyday administration leaves little time to monitor performance or think of ways of overcoming system challenges. Yet, these two activities are essential to ensuring the continuous improvement of the system.
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Improving efficiency and transparency by aligning incentives across the health system:

· Systematically assess incentives across the health system to see where there are conflicts.

· Analyse all existing health programs (UHC and vertical) together to identify duplication and misalignment, both of which are a source of inefficiency. Identifying and addressing these inefficiencies will allow the government to achieve better and more effective coverage with available resources.

· Standardise provider payment and patient co-payment rules across the UHC program and vertical programs. As a first step, apply the same principles to all UHC sub-programs. The SSA’s positive experience of standardising hospital payment rules for critical and intensive care is a good example on which to build.

· Streamlining provider payment and co-payment rules will help to simplify SSA administration and, more importantly, will enhance transparency and clarity for the public and patients.


Improving quality and efficiency in primary care, including medicines:

· Integrate rural doctors with the UHC program to overcome the challenges and shortcomings of having parallel systems. An immediate, short-term step would be to consolidate the two program teams in the SSA to encourage cooperation and optimise administration. Working as one team would make it easier to develop a joint incentive scheme for rural doctors and primary care (eg shared performance objectives and a shared budget). Integrating these programs is in line with a people-centred approach. There is no reason why a person using primary care services should face different entitlements when using rural doctors versus family doctors or why people living in rural areas should not be able to benefit from publicly financed essential medicines from their closest source of care.

· Define the scope of care delivered at the primary care level as part of a broader process of: a) scaling up the implementation of clinical decision support tools (eg clinical guidelines and protocols); b) developing care pathways to facilitate evidence-based treatment across the vertical spectrum of care and over time; and c) revising provider payment incentives. This will help to enhance effective coverage.

· Develop an incentive system that enables primary care providers to take more responsibility for patient care, especially for patients with (multiple) chronic conditions. Consider introducing risk-adjusted capitation payment with additional fee-for-service payments to promote the delivery of cost-effective care. The standard capitation rate could be adjusted for age, to compensate providers for differences in expected workload by age groups, or by place of residence, to encourage doctors to work in rural areas.

· Improve electronic data collection and use the data already collected to analyse the performance of primary care providers. Giving providers regular feedback on their performance will help to foster a culture of continuous quality improvement. Combining feedback with payment to reward good performance could harness the intrinsic motivation of health care professionals and help to direct it towards health system priority areas.

· Revise administrative rules for essential medicines in primary care so that they do not obstruct access, especially in rural areas. Expand the list of publicly financed essential medicines to improve access to essential cost-effective medicines. These two steps are key to moving to a primary care-centred system and to ensuring that patients are able to receive the care they need at the lowest appropriate level rather than in settings that are more expensive for the health system (eg emergency and inpatient care).


Improving quality and efficiency in hospital care:

· Move to a less complex payment system and apply it to all relevant programs.

· The DRG pilot needs to be carefully evaluated before it is rolled out across the whole system. DRGs are not a magic bullet. The SSA will require additional capacity to maintain and develop the DRG system.

· Introduce quality and access standards as part of agreements with hospitals participating in the UHC and vertical programs. Start by developing a simple framework that covers the most important aspects of service standards and performance and apply it to all providers using the SSA’s substantial purchasing power (most providers rely heavily on revenue from the SSA). Ensure that there is enough capacity in the SSA to systematically monitor and enforce adherence to standards. In the longer term, this could be replaced by or complemented with a system of provider accreditation.


Empowering the SSA so that it continues to move towards active purchasing, is able to make even more effective use of public funds and is more accountable:

· Establish clear goals for the SSA, ways of monitoring its performance and mechanisms for regular reporting to the public.

· Re-design the SSA’s internal organisational structure to enable different program teams to work together to tackle overlaps and inefficiencies and to encourage the development of new and innovative ways of improving purchasing.

· Develop the SSA’s analytical capacity to support everyday operations. This requires further improvement of the IT system and a strengthening of staff analytical skills. Introducing a regular management reporting system would foster a culture of using data and evidence on a regular basis.

· Optimise administrative procedures and reduce bureaucracy (paper work) by minimising activities that do not add value.

· Consider introducing one contract/agreement per provider for the UHC program and all of the vertical programs. This would enhance the negotiating power (leverage) of the SSA in relation to providers.
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As the purchasing function in Georgia develops, the policy emphasis needs to shift to a focus on effective coverage. The first phase of the UHC program has led to significant improvements in access to health services, especially inpatient care.

This next phase should ensure that public funds are used as carefully as possible so that the right people receive the right care in the right place. This means working to eliminate the use of ineffective and non-cost-effective medicines and services, addressing any problems of under treatment and ensuring care is delivered at the lowest appropriate level.

Focusing on effective coverage will make the health system more people-centred and lead to improvements in all dimensions of health system performance: health gain, responsiveness, financial protection, quality, transparency and accountability, equity and efficiency. Importantly, it will enable the government to make better use of available resources, achieving greater value with limited public funds. This will bring immediate benefits for the population. It will also make the health system more financially sustainable in the longer term.

Working to enhance efficiency and other dimensions of health system performance is a permanent endeavour. There is no end point. While it is possible for the health system to do more with available resources, and there is scope for efficiency gains in the short term, some improvements will take longer to realise. Given Georgia’s starting point – a very low level of public spending on health, both in relation to GDP and in relation to overall government spending – efforts to improve performance will require continued additional investment in the health sector.



[bookmark: _Toc442815700]Annex 1 List of meetings held in August and December 2015


David Sergeenko, Minister, MOLHSA

Zaza Sopromadze, Deputy Minister, MOLHSA

Marina Darakhelidze, Head of the Health Care Department, MOLHSA

Ketevan Goginashvili, Head of the Health Policy Unit, MOLHSA

Kakha Chkhartishvili, Head of the Health Care Management Department, SSA

Besiki Datukishvili, Head of the Purchasing Department, SSA

Maiko Maia Maglakelidze Khomeriki, Head of the Universal Healthcare Management Department, SSA

Amiran Gamkrelidze, Director General, NCDC

Shalva Bagashvili, Head of the Procurement Department of GF, NCDC

Sopio Aspanidze, Tbilisi City Government

Irina Karosanidze, Director, primary care centre

Manana Mindeli, Head of the Economic Department of a republican hospital

Nutsa Koguashvili, Imedi L (private insurance company)


[bookmark: _Toc442815701]Annex 2 List of people participating in a policy workshop in December 2015 


Zaza Sopromadze, Deputy Minister, MOLHSA

Maiko Maia Maglakelidze, Head of the Universal Healthcare Management Department, SSA

Ketevan Goginashvili, Head of the Health Policy Unit, MOLHSA

Tamta Badzagaradze, Division of Management of Technical Support, SSA

Ekaterine Bezhanishvili, Division of Carried out Work, SSA

Teona Bigvava, Division of Management of Technical Support, SSA

Ana Gorgishvili, Healthcare Department, Division of Policy, SSA

Keti Meladze, Division of Management of Organisational Support, SSA

Ana Tsadzikidze, Division of Carried out Work, SSA

Babi Turkia, Division of Policy, MOLHSA
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Universal Healthcare Management Department

Advisers



	Division of UHC Programs’ Monitoring management
Division of management of primary documentation
Juridical (Legal) Department


Department of Guardianship, Care and Social Programs


Division of Universal Healthcare Programs’ technical support

Division of carried out work

Division of Legal Service

Division of Social Programs


Division of UHC Programs’ organisational support
Division of Guardianship and Care
Division of carrying out of legal works


Directors Aparat

Division of Children, and administering domestic violence
Department of Control

Division of public relations and mass media



	Public Reception (Division)

Division of Healthcare programs’ control

Division of control for legitimacy for giving out of monetary assistance




Division for legitimacy of giving out state Provisions and financial control
Division of guardianship & care,
and control of social programs
















	
Deputy

Deputy

Department of Healthcare programs

IT Department

Administrative Department


Division of Technical support

Programs’ Division
Division of testing and business processes


Division for managing the cases


Division of Statistics
and analysis

Division of Healthcare Programs
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Archive
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