Policy Decision: Strengthening State Owned Clinics in Georgia

The dramatic changes during the last decade in Georgia have greatly affected and led to a repositioning of the government’s role in health and other sectors. However, the case of the health sector is distinctive from other sectors, as market forces failure to address properly the health needs of population, for various reasons, calls for a more proactive role of the  Ministry of Internally Displaced Persons from the Occupied Territories, Labour, Health and Social Affairs of Georgia  to intervene in order to improve both equity and efficiency, to carry out important public health functions and to produce vital public goods which have a lot of bearing on health development. 
Hospitals are predominantly privately owned in Georgia with most of them operating with fewer than 100 beds as a result of reforms introduced from 2007 to 2012. The medical insurance program (MIP) was launched in 2007. The MIP targeted poor households, teachers, orphaned children and some other vulnerable groups. It covered a defined set of primary care benefits, emergency care, elective surgery, delivery and cancer treatment. The Government of Georgia (GoG) contracted out the MIP to private insurance companies. 
In 2009, the GoG introduced the voluntary health insurance program to encourage non-MIP beneficiaries to enroll with private insurance companies. The VHI program targeted people aged 3-60 years of age not covered by MIP and not already covered by private insurance. In 2010, the government divided the country into 26 medical regions, and beneficiaries were assigned to the private insurance company responsible for their region of residence. Private insurers for each region were selected through public tender and granted a three-year contract for monopoly provision, but they were required to renovate hospitals and primary care facilities in their region. In 2013, Georgia moved from private VHI to publicly funded health coverage through the UHC Program, however, more than 85 percent of hospital capacity is still private.
As mentioned, the Georgian hospital infrastructure is predominantly private, State owned hospitals , which account approximately 15% of total bed capacity (59% in United Kingdom; 70% in Germany; 79% in USA) lack adequate infrastructure for quality service delivery. Buildings are old and dilapidated. This fact limits the Ministry’s ability to introduce appropriate regulations to set quality standards for the health care sector and to play an important role in health development. Therefore, to promote fair competition in health market-- while the role of private hospitals was growing in service delivery in Georgia-- the Ministry embarked on the initiative to strengthen the state clinics for making them as the reference institutions for quality standards, prices of services, training of quality health professionals and health and medical research in various aspects. 

[bookmark: _GoBack]The Ministry has established the State Medical Holding in December 2019 to create a unified management umbrella for state owned hospitals and the Opinions on the Organizational Arrangement and Management of the Medical Holding was prepared by Curatio International Foundation (CIF) with the support of UNDP and the Government of Sweden.  Currently there are 3 hospitals under the holding, including: Universal Health Center (former Oncology clinic), Tbilisi Central Republican Hospital (with its Rukhi branch) and Pediatric Infectious Disease Hospital.  The Ministry launched renovation of the Tbilisi Central Republican Hospital and the newly renovated building of the Hospital was opened in January 2021, serving patients with 400 fully equipped intensive care beds. The process of rehabilitation-equipping of the Hospital will continue and in the near future it will have eight hundred fully equipped beds. In addition, the Ministry plans to prepare Rukhi Hospital to function as multidisciplinary clinic after Covid-19 ends and it (Ministry) also plans the  full rehabilitation  and equipment of Universal Health Center to establish 300 beds multi-profile hospital capacity.  
 
In coordination with the Ministry, the Holding will be joined by: Regional Health Center (17 clinics); National Tuberculosis Center, Batumi Republican Clinical Hospital; Center for Mental Health and Prevention of Addiction. In total, it is planned to transfer state-owned clinics under the management of the Medical Holding, with about 3000 beds, which accounts about 30% of total bedding in the Georgian health sector.

The surge of such strong player in the health market will improve market competitiveness. The direct provision of health services by governments will a) contribute to market regulation for both pricing, quantity and volume of services; b) contribute to increasing equity in access to health care, particularly in rural and remote areas where qualified private providers, concerned about their income, are in limited supply; c) ensure creation of the academy for human resource development and international exchange programs, thus, setting national standards for health personnel education; d) create a suitable environment for highly qualified staff for work and professional advancement (in terms of infrastructure and equipment, decent remuneration, continues professional education etc.).

In addition, the state clinics under the Medical Holding will become the main base for the provision of postgraduate medical education, which will make education for future physicians much more accessible both financially and geographically. The Holding also will improve the opportunity to attract investments based on the country’s international partnership, which will further enhance the facility’s capacity and therefore, impact patients’ clinical outcomes.

The donor community plays a vital role in supporting the Ministry’s Policy decision to Strengthen the State Clinics. The World Bank is one of the biggest supporters of the Ministry in the process. The Banks main focus is the development of the regional state-owned clinics to support decentralization and provision of the high-quality health services in the regions. The vivid examples of it is the fully equipped Batumi and Rukhi hospitals. In addition, the Bank made a very important decision to support the Medical Holding in equipping the Tbilisi Republican Hospital to increase the Covid-19 response capacity of the hospital. 100 million Euro favorable loan was guaranteed by EU in support of the Ministry to strengthen 7 state --Tbilisi and regional-- clinics (with special focus of Covid-19 hospitals) capacity, through renovation of infrastructure, provision of medical equipment and capacity building interventions.

The Ministry’s policy decision to strengthen the state-owned clinics was tested by the effective response of the said institutions to COVID-19. This fact vividly demonstrated readiness of the clinics as the “first responders” to respond challenges caused by pandemic. The clinics in question received 19 403 Covid-19 patients, which accounts 23% of total Covid-19 patients treated in the hospitals (both state/private clinics).

In parallel with the strengthening of State Clinics, the state continues to sustainably support and fund the private sector under relevant programs. Both state and private institutions will have a clearly defined niche in the health market, which will be unconditionally based on the principle of healthy competition. Introduction of the selective contracting will further promote coexistence of state and private health institutions in the health sector. The private contracting is considered as the main filter for the continuation of the activities for high-capacity, patient oriented and quality services providers. Such private institutions will be able to work in parallel with state clinics, so that it will be able the both: to provide adequate services in numbers/volume and fulfill its commercial goals.

Privatization in the health sector will continue, therefore, the Ministry works hard to be well equipped to manage the new policy directions, particularly through improving fair market competitiveness, standard-setting and regulatory functions, since, unregulated development of the private sector can result in negative impacts on equity, quality of services and overall health system efficiency. Therefore, the national vision for health development, designed under the leadership of the Ministry, encompasses all partners, including the private sector and state players in order to avoid duplication, misunderstanding and conflict of interests. 
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