[bookmark: _Toc66114138]Strategic Goal 2 Ensure adequate and sustainable funding and improve efficiency of health financing

Achieving universal health coverage (UHC), in addition to provision of high-quality care and improvement of health outputs, health sector requires a sustainable finance system that is able to generate the financial resources required to cover the health needs of the population. Georgia must adapt to changing demographic and epidemiological situation by addressing the burden of both communicable and non-communicable diseases. While the former might be related to existing or potential new agents, the latter may occur due to unhealthy lifestyle, individual or environmental risks, among others. These facts require a restructuring of healthcare provision towards prevention, improvement of quality and integration of services, promotion of increased professionalism in healthcare provision and ensure supply of healthcare services as close to the population as possible. All these aspects of health system strengthening require sustainable financing based on efficient public finance management. 
With the UHC program covering almost 90% of the population in 2018, with the remaining share of the population covered by other schemes (e.g. military medical insurance, corporate or individual private insurance) Georgia has achieved a high degree of universal health coverage.  However, it is still necessary to reduce the high share of private expenditure on health constituting a negative impact on access to health care. Even though a significant decline has been observed in recent years out-of-pocket payment (OOP) still accounts for more than half of total health spending in Georgia.  Policy actions aimed at further reducing OOP should therefore be introduced in order to align with the Tallinn Charter stating that “it is unacceptable that people become poor as a result of ill health”[footnoteRef:1].   [1:  Tallinn, 2008: https://www.euro.who.int/__data/assets/pdf_file/0008/88613/E91438.pdf 
Tallinn, 2018: https://www.euro.who.int/__data/assets/pdf_file/0008/373688/tallinn-outcome-statement-eng.pdf 
] 

Increased government allocations to the health sector will be required in the coming years. Increased government health spending will be needed to mainly address the following challenges: 
· Increased disease burden from non-communicable/chronic diseases characterized by high patient cost; 
· Ensure equity in health financing by reducing impoverishing and catastrophic health expenditures for the Georgian population; and 
· Control the on-going Covid-19 pandemic. 
The current Covid-19 pandemic provides however a challenge. Forecasts for the medium-term indicate a contraction of the macro-economy with related fiscal impact (revenue) of the Covid-19 pandemic with high uncertainty of the duration of the combined health and economic crisis. However, potential efficiency gains from the on-going public finance management (PFM) reforms in the Government of Georgia (GoG) might act as a counterbalancing factor to the negative Covid-19 impact alleviating increased fiscal space for health. 
Additionally to the expected economic gains of the PFM reform other supplementary finance sources should be explored. Donor assistance related to restoration of the negative Covid-19 impacts might be an option in identifying additional sources and mapping of the donor landscape ex-post the start of the Covid-19 pandemic would provide the GoG an overview of options in the field of supplementary external based health financing.  
The PFM reform includes introduction of improved planning capabilities, e.g. new budgetary planning tools and frameworks. The MTEF sets out the GoG medium-term expenditure priorities and budget constraints against which sector plans can be developed and refined allowing the GoG to increase focus on priority areas. The MoH should use the MTEF to ensure that the priorities of the National Health Strategy are well integrated into the GoG budget and aligned with the overall GoG expenditure priorities and fiscal commitment to the health reform.
In order to ensure the continuation of GoG priority in public health spending and ensure alignment with the Tallinn Charter on increasing equity in health financing consultations between MoH and MoF on the overall GoG fiscal space are therefore required for the medium-term financial planning.  
Primary healthcare can address the needs by promoting and creating a favourable environment for development of partnerships and by encouraging people in involving themselves in the new procedures in prevention, treatment as well in taking care of their own health. Use of new medical technologies as well as information and communication technologies (e.g. telemedicine and e-health and even social media) may contribute to the provision of higher quality and cost-effective healthcare services.
In the coming 10-year period significant increase in need of healthcare services are projected due to demographic and epidemiological developments[footnoteRef:2]. Accordingly, in order to meet the increasing health demand of the Georgian population, the Government will need to gradually increase its health budget.  Increased government expenditure on health care will alleviate the risk of impoverishing health cost from the Georgian population. Further, in following the principles of universal health coverage the health strategy will define ways of improving coverage, access and financial protection for everyone. [2:  http://www.healthdata.org/georgia ] 

To supplement public funding, use of additional finance sources should be explored. Public-private partnerships (PPPs) constitute one such supplementary source. PPPs are defined as “a long-term contract between a private party and a government entity, for providing a public asset or service, in which the private party bears significant risk and management responsibility, and remuneration is linked to performance”[footnoteRef:3]. PPP is therefore a collaboration arrangement between the government and private sectors to be potentially applied in e.g. in financing construction, reconstruction, operation and maintenance of infrastructure projects as well as in provision of public health services. Within PPPs the government subjects are partners and customers of the private sector from which they purchase services. The private partner will finance and operate the construction (infrastructure) and thus is permitted to provide services associated with this work for payment from its users (concession) or by the public partner[footnoteRef:4].  [3:  World Bank definition from ”Public-Private Partnerships in Health – World Bank Group Engagement in Health PPPs”. World Bank, Washington, 2016. https://ieg.worldbankgroup.org/sites/default/files/Data/reports/lp_Health_PPP_1116.pdf ]  [4: , The Bank Group and the International Monetary Fund (IMF) have developed a PPP Fiscal Risk Assessment Model (PFRAM) a tool kit for governments to systematically  assess PPPs that could affect the fiscal space of governments.
 https://www.imf.org/external/np/fad/publicinvestment/pdf/PFRAM.pdf ] 

A key element of PPPs is that the private partner shares risks with the government.  The private partners deliver a service, so the service delivery objectives of the government are aligned with the profit objective of the private partners and the effectiveness of the alignment depends on a sufficient transfer of risk to the private partners. However, the degree of risk sharing between the private and public partners is not homogenous; it depends upon the level of capital committed by the private party, the length of the partnership, the provision for renegotiation, and how payment mechanisms are structured. 
Accordingly, the complex nature of designing suitable PPP arrangements requires certain qualification capabilities among government staff and capacity building is therefore considered to be an important prerequisite for successful PPP engagements[footnoteRef:5].   [5:  Cf. World Bank Group Support to PPPs—Lessons from Experience in Client Countries FY2012. IEG evaluation 2013, Washington, 2013. ] 

In summary, for PPPs to be successful, capacity, regulations, and incentives need to be in place and embedded in a clear accountability system. Establishment of a suitable monitoring and evaluation (M&E) system for health PPPs to better track results are therefore key for achieving value for money and to ensure equity focus (a pro-poor direction) in service delivery. Sufficient data provision should drive M&E and thereby learning for government in managing the PPPs during the implementation process. M&E indicators and proper baselines and targets will be key in order to track results and assess whether the poor were able to access the health services including other relevant user aspects.
Complementary to increasing government allocations to health a set of smart and effective health facility management modalities will be introduced with the purpose to increase efficiency in health delivery. Concretely, this means introduction of digitalized management tools and mechanisms that will replace current manually performed practices and thereby make transactions more effective with use of minimized resources. Wisely designed provider payment methods and contracting mechanisms are key instruments to increase transparency and efficiency. Since all necessary inputs are already digitally available in the Georgian health system, the introduction of the internationally recognized NordDRG (Nordic Diagnosis Related Groups) in Georgian health facilities will build on the existing system and minimizing the need to make radical changes in current practices. Operating transactions via a DRG system will enable the Social Health Authority (SHA) to take a more active role in regulating prices in the health care market and to review the patient cost sharing principles to increase transparency and financial protection. Moreover, development of contracting principles would enable the SHA to become a more strategic purchaser of health care services on the behalf of population and to reduce existing fragmentation between different health programs.
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Table 1 Strategic Objectives and Strategic Interventions for Strategic Goal 2
	 Strategic Goal 2 
Ensure adequate and sustainable funding and improve efficiency of health financing

	Strategic Objectives
	Strategic Actions and Interventions

	Strategic Objective 2.1 Establish   a separate strategic purchasing function of health services under SHA (create institutional and legal framework)[footnoteRef:6] [6:  The objective of strategic purchasing includes a variety of sub-areas, among which prioritized actions should be identified: Laws and regulations; Procurement organizational structure: health procurement is an area requiring specific competences and sector operational knowledge; Procurement processes  (transparency, fairness); Procurement methods (i.e. diverse bidding procedures); Human Resources capacity development in health purchasing: Trainings, in-house courses, twining arrangements; PPP arrangements.] 

	· Restructure SHA: In order to strengthen strategic health service purchasing capacity a strategic health purchasing function should be established in the newly established SHA.   
· Develop health purchasing strategy based on the NHS framework to guide SHA operations[footnoteRef:7].  [7:  Including definition of guiding principles in purchasing policies (e.g. fairness in bidding procedures, transparency, complaint mechanisms).] 

· Strengthen the capacities of SHA: Develop a capacity building plan with identification of required staff skills based on needs assessment originating from the NHS strategic orientation and organizational development plans.
· Review and align the legal framework of public procurement in health service provision to accommodate to the NHS objectives and requirements.  

	Strategic Objective 2.2 Increase public funding for health and improve mobilization of supplementary resources (improve efficiency of financial system/processes in revenue collection)
	· Increase the budget allocated for health to make further progress towards achieving UHC 
· Increase government health expenditure (per capita spending) 
· Increase domestic general government health expenditure as % of GDP
· Exploration of the possibility to generating targeted health-sector specific resources, e.g. “sin taxes” on tobacco and alcohol consumption) earmarked for health. 
· Allocate more financial resources to health promotion activities.
· Solicit additional financial support from multilateral agencies/development partners.

	Strategic Objective 2.3 Promote equity in total  health financing according to the Tallinn Charter  2018[footnoteRef:8] (ensure sustainable redistribution of resources to meet health needs for all and no financial barriers to the use of needed services) [8:  The Tallinn Charter: health systems for health and wealth, signed by all Member States in the WHO European Region in 2008, stated that “It is unacceptable that people become poor as a result of ill health”. The Charter promotes equity, solidarity, financial protection and better health through health system performance monitoring, assessment and improvement. Member States reaffirmed their commitment to the Charter’s values in 2018. In 2015, the WHO Regional Committee for Europe adopted resolution EUR/RC65/R5 on priorities for health systems strengthening in the WHO European Region 2015–2020, in which it called on Member States to work towards a Region free of impoverishing out-of-pocket payments for health. Catastrophic health spending: the share of households with out-of-pocket payments greater than 40% of capacity to pay for health care. Capacity to pay for health care is defined as total household consumption minus a standard amount to cover basic needs (food, housing and utilities). Impoverishing health spending: households pushed below or further below a relative poverty line by out-of-pocket payments. The share of households with impoverishing health spending (households who are impoverished or further impoverished after out-of-pocket payments) measured using a relative poverty line reflecting basic needs (food, housing, utilities). The Tallinn Charter: HEALTH SYSTEMS FOR PROSPERITY AND SOLIDARITY: LEAVING NO ONE BEHIND.  Tallinn, Estonia, 13–14 June 2018. https://www.euro.who.int/__data/assets/pdf_file/0008/373688/tallinn-outcome-statement-eng.pdf ] 

	· Reduce OOP as share out of total health expenditures 
· Reduce medicine OOP as main driver of  OOP 
· Reduce catastrophic health spending (catastrophic out-of-pocket payments)
· Reduce impoverishing health spending (impoverishing out-of-pocket payments) 
· Facilitate the National Statistical Office of Georgia to conduct annual surveys on household out-of-pocket expenditure on health, divided on indicators of impoverishing and catastrophic expenditure on health

	Strategic Objective 2.4 Develop efficient financing techniques to improve efficiency of financing of primary health care services (introduce capitation and results-based allocation modality in primary health care institutions)
	Short-term (Year 1): 
· Set-up a working group and an evaluation committee to design a universal capitation model[footnoteRef:9]  [9:  The Working Group should include representatives from MoIDPLHSA and relevant stakeholders with the objective to design the capitation and results-based finance modality. The most relevant activities that the Group may undertake are: Identify the geographic regions in which the country will be divided, given certain population size (i.e. network of providers); Identify the package of services that will be subject to capitation financing (primary care services); Estimate the specific cost of the package of services defined in the previous point; Analyze the main health and socioeconomic conditions of each region so to assess the possibility of incorporating risk-adjustment factors; Create a statistical index for risk adjustment; Develop the capitation formula and estimate total costs, implementation strategy and co-requirements of implementation/business rules guidelines. (Technical assistance to support the design process might be required.)] 

· Develop pilot-based implementation plan (identify location and providers)
· Identify health benefit package and cost it 
· Identify specific risk factors (geographical/socio-economic)  
· Develop capitation formula with adjusting risk factors (geographical and socio-economic), contracting principles and guidelines. 
Medium-term (Year 2): 
· Implement a five-year pilot exercise. The pilot period includes two evaluations and gradual increase in number of institutions operating under the new scheme. Implementation of the Pilot exercise to a selected number of health institutions. 
Long-term (Year 5): 
After the initial pilot period (Year 2-5): 
· Evaluate the first pilot period by the Evaluation Committee. 
· Revise/adjust capitation scheme according to experience gained/lessons learned. 
· Increase coverage of pilot institutions to 25% of total institutions. 
After Year 7: 
· Evaluate second pilot period (Year 5-7) by the Evaluation Committee. 
· Revise/adjust capitation scheme according to experience gained/lessons learned.
Increase coverage of pilot institutions to 50% of total PHC institutions. 

	Strategic Objective 2.5 Improve efficiency of financing through efficient management of financial resources and management of health facilities (improve financial management)

	· Recurrent training of relevant health staff cadres in operating with health benefit package, DRG, capitation-based finance modality.
· Introduce DRG modality tool in selected pilot health facilities with differing health facility characteristics/supply profile: Urban/rural; out-patient/ in-patient, etc. 
· Introduce complete finance mechanism in selected pilot health facilities.
· Establish a monitoring and evaluation framework to gain experience and lessons learned from the pilot exercises.
· Adjust and refine the recurrent trainings according to experienced/observed needs/lessons learned. 
· Increase coverage rate of facilities to introduce DRG and new finance/payment mechanisms and refine modalities according to gained experience. 

	Strategic Objective 2.6 Develop public-private partnership (PPP) in health system[footnoteRef:10] [10:  A set of critical implementation parameters are required for initiating/developing new/complementary PPP arrangements, such as: Availability of a public-private sector policy dialogue platform; An effective system for mainstreaming private sector commitments into the health sector strategy; and The necessary capacity and technical know-how in SHA to manage public-private collaboration. The latter issue is judged particularly relevant for Georgia considering the weaknesses observed in management of the private providers. Two major areas of action to prepare for collaboration with the private sector are there to be considered, namely communication (Round tables) on collaboration areas relevant for partnership between SHA and the private sector; and mapping of private health providers in the country. However, all this requires a robust situational analysis of strengths, weaknesses, and potential for improvements in the current/existing PPP modalities operating on ground.  ] 

	· Identify potential areas for PPP (e.g. outsourcing of health and/or support services, management etc.) 
· Strengthen the institutional capacity in SHA to assess and effectively regulate public-private partnership and increase competition among private provides[footnoteRef:11].  [11:  The following actions could also be considered: Create a technical committee for planning, coordination, and implementation of multisectoral health-related activities and actions; Identify mechanisms of coordination and mandates of each sector/actor; Consider/develop cooperation with NGOs further to other private partners; Outsource services to private sector, through open bidding process and contractual agreements based on comparative cost analysis.] 

· Develop homogeneous regulatory mechanisms for public and private service providers.
· SHA to create more proactive PPP strategies with introduction of  incentive and performance-based remuneration schemes for healthcare workforce and service providers. 
· Develop planning mechanisms for proper planning of the right balance of state and private providers.



Table 2 Indicators for Strategic Goal 2
	Indicator
	Baseline 2021
	Target 2025
	Data Source

	Objective 2.1 Establish a health procurement function in SHA with qualified staff in health procurement, contract design, oversight and M&E[footnoteRef:12]   [12:  Further to quantitative indicators, qualitative indicators could also be considered. Regarding SHA, for instance, relevant legislation, institutional setting, strategy document could be considered (baseline: zero/documents, structure missing, target: documents available, structures in place).] 

	
	
	MoIDPLHSA
SHA   


	Objective 2.2 
A gradual expansion of direct government funding to health:

A) Increase government health expenditure as % of GDP

B) Increase general government health expenditure (per capita spending, PPP, Current international US$) 
	


2012: 1.6%
2014: 2.3%
2016: 3.1 %
2018: 2.8%

2012: 123.9
2014: 195.0
2016: 285.1
2018: 314.1
	


2025: 4.0% 




2025:  550.0[footnoteRef:13] [13:  Target is based on average annual change for observation period 2012-2018.] 

	MoIDPLHSA
Global Health Expenditure Database [online database].
World Health Organization (http://apps.who.int/nha/database/
Select/Indicators/e).


	Objective 2.3
Out-of-pocket payment (OOP): 





1) Sub-indicator[footnoteRef:14] A): Reducing Catastrophic OOP  [14:  WHO Europe indicator] 

2) Sub-indicator[footnoteRef:15] B):  Reducing Impoverishing OOP[footnoteRef:16]  [15:  WHO Europe indicator]  [16:  An indicator used to monitor financial protection in which out-of-pocket payments push people into poverty or deepen their poverty. A household is measured as being impoverished if its total consumption was above the national or international poverty line or basic needs line before out-of-pocket payments and falls below the line after out-of-pocket payments.] 


3) Reducing share of households who have financial barriers to get health services
	
2012: 73%
2014: 66%  
2016: 56% 
2018: 48%[footnoteRef:17] (latest available) [17:  Source: Global Health Expenditure Database [online database]. Geneva: World Health Organization http://apps.who.int/nha/database/Select/Indicators/en.] 

2020: 40% (guesstimate) 

X% out of are total OOP are catastrophic 
OOP
X% out of are total OOP are impoverishing
OOP

25% (2017)
16% (2019)
	
2025: 20%[footnoteRef:18] [18:  Target is based on average annual reduction rate for observation period 2012-2018.] 






No catastrophic OOPs

No impoverishing OOPs



No households  who have financial barriers to get health services
	Periodic household survey (National Statistics Office of Georgia):
https://www.geostat.ge/en/page/shinameurneobebi-da-fizikuri-pirebi 



	Objective 2.4
Activity A: Set-up a working group (WG) to design the capitation modality 

Activity B: Establish a Pilot Evaluation Committee (PEC) under the MoH (with representatives from MoH and Stakeholders) 

Activity C: MoH conducts information campaigns 

Activity D: Implementation of the Pilot exercise to a selected number of health institutions. 
	
WG established.




PEC established.




Information campaign designed (capitation model and DRG).


Implementation Plan developed with differing health facility characteristics: Urban/rural, out-patient/ in-patient, etc. 
	
Evaluation of first pilot period by the Evaluation Committee conducted. 
Revised capitation scheme developed. 

All relevant PHC staff (from pilot PHC institutions) trained in the new capitation-based finance model including the DRG modality.

25% of total PHC institutions covered by the pilot capitation scheme.  
	

	Objective 2.5
A)  Recurrent training of relevant health staff cadres in operating with health benefit package, DRG, capitation-based finance modality.

B) Introduce DRG modality tool in selected pilot health facilities. 

C) Introduce complete finance mechanism in selected pilot health facilities.

D) Establish a monitoring and evaluation framework to gain experience and lessons learned from the pilot exercises.

E) Adjust and refine the recurrent trainings according to observed needs/lessons learned.

F) Increase coverage rate of facilities to introduce DRG and new finance/payment mechanisms and refine modalities according to gained experience.
	
Design and implement training modality for health care managers to prepare for the introduction of the capitation-based finance modality. 

Stepwise roll-out of DRG management tool to selected pilot facilities: 50 health facilities with different profiles

Stepwise roll-out of finance mechanism to selected pilot facilities: 50 health facilities with different profiles

M&E framework designed and ready for implementation

	
All staff cadres in all pilot health facilities trained



25% of health facilities fully operational with DRG based operation modalities

25% health facilities fully operational with new capitation-based finance mechanism

Quarterly and annually M&E reports produced by SHA
 
A flexible and needs based module for recurrent trainings established.


Develop implementation plan on expansion of new finance mechanism to cover residual number of health facilities (75%)  
	

	Objective 2.6
A) Set-up a technical committee for planning, coordination, and implementation of multi-sectoral health-related activities and actions

B) Identify mechanisms of coordination and mandates of each sector/actor

C) Consider/develop cooperation with NGOs further to other private partners

D) Outsource services to private sector, through open bidding process and contractual agreements based on comparative cost analysis
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