


Introducing selective contracting for urban providers with new payment model
The urban and rural primary health care (PHC) delivery models in Georgia differ from one another and neither correspond to internationally recognized PHC models. A key challenge facing PHC in Georgia is the narrow scope of practice among urban PHC providers and lack of community orientation. Urban PHC centres have higher than average referral rates driven in part by proximity to and ease of access to specialists as well as chronic underfunding which creates incentives to limit service provision of care at the PHC level and refer patients to secondary care. This negatively impacts the comprehensiveness of services provided by urban family doctors who rarely engage in chronic disease management and tend to be disease focused and reactive.
The current capitation model and rate for PHC providers was set in 2012 and has never been adjusted for inflation. The rate was determined according to budgetary space rather than actual costs or population need. The capitation payment (1.93 GEL) is divided into two parts: 0,86 for family medicine and 1.07 to cover the costs of specialist services and laboratory tests in the PHC benefit package. As a result, the majority of urban and rural PHC funding is in reality, allocated to specialists and not family doctors. According to the model, this funding should cover all necessary costs for primary care teams including salaries, equipment and facilities. As a result of continuous underfunding, PHC providers struggle to cover basic costs. 
WHO conducted a detailed costing exercise and developed a new costing and payment model taking into account all basic costs for urban PHC providers. The proposed Roadmap foresees adoption of a priority service program (Package A) by early adopters in the short-term (2021) followed by implementation of a universal payment model covering the basic costs for all providers offering the essential PHC services in rural and urban settings and nationwide expansion of Package A in 2023. The introduction of priority services packages is prioritized in the Roadmap with the aim of improving quality and comprehensiveness of services for non-communicable diseases (NCD) and early child development (ECD) at the PHC level. 
To address the factors (such as chronic underfunding) that incentivize urban providers to refer patients to specialists, earlier adoption of a new payment model should be considered. While priority should be given to implementing Package A[footnoteRef:2] for early adopters, we also propose budgeting for an increase in basic capitation payments for urban providers. In order to optimise development of urban PHC provider networks and better manage changes needed to create a more people-centred PHC delivery model, selective contracting is also advised.  [2:  NCD and ECD services] 

With adequate funding, this new capitation payment can support the policy priority to implement selective contracting for urban PHC providers. The Ministry has defined the selective contracting criteria[footnoteRef:3] to be: [3:  https://www.moh.gov.ge/news/4854/#!
] 

· Focus on preventive and primary health care services;
· Ability to conduct clinical laboratory examinations in accordance with the one window principle;
· Delivering services by a full PHC team (family or district physician and nurse);
· FDs involvement in the continuing medical education system; and
· Participation in prevention and screening programs. 
· The total population attached to one clinic or family physician should not exceed 2,500 persons[footnoteRef:4], but the number of registered beneficiaries in the facility, according to the actual addresses, as of April 30, 2020, should be or exceed 13,000 people. [footnoteRef:5] [4:  Requirement for empanelment is to ensure that not more than 2500 people are listed to one PHC team (one PHC team is defined as a family and/or residential doctor and a nurse) (Government Resolution N15 issued on 09.01.2020).]  [5:  The criterion of the number of beneficiaries, in order to maintain geographical access, does not apply to some medical institutions, identified by the Primary Health Coordinating Council. The limit of 13 thousand does not apply to towns and villages in urban municipalities. ] 

[bookmark: _GoBack]The selective contracting process could be further developed to incentivize providers to merge into larger group practices with multidisciplinary teams (e.g. family doctor, general practice nurse, social worker, psychologist) providing a more comprehensive and expanded set of services. Multidisciplinary PHC teams trained to address the primary healthcare needs of the population in their community or assigned population would contribute to strengthening the role of PHC. The World Bank has emphasized the importance of establishing larger PHC centers[footnoteRef:6] and has also advised reorienting Georgia’s healthcare system towards PHC by changing treatment incentives to reward PHC-centric delivery and ensure that common conditions and especially NCDs are prevented or treated early, avoiding more expensive in-patient treatment.[footnoteRef:7] Steps should also be taken to increase budgetary space for PHC and consider increasing the share of funding allocated to family medicine (roughly 1/3 of the current PHC capitation is allocated to family medicine services and 2/3 for laboratory tests and specialist services in the PHC package).  [6:  Master Plan for the development of PHC in Georgia. The document was elaborated by GHSPIC (Projects implementation center of MoHSA) with WB and EU technical assistance in 2003-2006.]  [7: Survive Learn Thrive Strategic Human Capital Investment to Unlock Georgia’s Potential (World Bank 2020)] 

Followingly, we describe a complementary proposal for changing the payment model for urban providers starting from 2021 (in parallel of Priority package) or 2022 to move toward multidisciplinary PHC teams.
The payment model is intended to be applied to urban PHC providers who:
· are identified as early adopters (offer essential services and priority services under Package A)
· meet the selective contracting criteria noted above and in addition:
· form a practice merging at least 5 FD and FN teams and a 1.5 supporting specialist (speech therapist, psychologist etc)
· comply with basic room requirements of 40m2 per team
The criteria may be further defined according to the current policy perspectives. The proposed change in the capitation is based on actual cost of delivering primary care services including salary, equipment and facility-related costs as well as the cost of the minimum set of laboratory tests that should be available at the PHC level. The payment model assumes delivery of the PHC benefits package without co-payment. The proposed change in the capitation is based on actual cost of delivering primary care services. Establishing a capitation rate that covers these essential services should decrease the incentive to refer patients to specialist care and contribute to better health outcomes and reduce costs.
To estimate the cost per capita, the costs for one FD and nurse team was divided by a defined practice size (2,000 and 2,500 patients). The cost of laboratory tests per enrolled patient was calculated based on population in need according to previous analysis defining the share of the target population. The model also calculates a scenario in which costs are covered for specialized services at the PHC level – monthly cost per capita with and without co-payment for specialist services in the PHC package.
The budget impact is calculated based on per capita costs and assumed population coverage. The proposed capitation per patient is 2.94 with 2,500 patient list and 3.38 GEL with 2,000 patient list (covering all basic costs, laboratory tests and specialist services). This represents an increase of at least 50% in the capitation amount over the existing rate (see the following table).
	 
	2021 capitation
	New capitation

	Patient list
	1500
	2000
	2500

	Capitation for basic costs
	0.83
	2.21
	1.77

	Capitation for laboratory tests
	1.07
	0.57
	0.57

	Capitation for specialist services (no copay)
	
	0.60
	0.60

	Capitation for specialist services (with fixed copay 10 GEL except vuln)
	 
	0.00
	0.00

	Capitation for rural patients’ laboratory tests and specialist visits
	1.7
	1.17
	1.17

	Total capitation
	1.93
	3.38
	2.94


To compare with the current capitation payment, calculations were made to assess the impact of inflation on the 2012 capitation rate. When adjusting the 2012 capitation to the inflation of ambulatory services, the current capitation rate was in real terms 1.16 GEL in 2020. This means that the capitation has kept 60% of its real value by 2020. When adjust to overall inflation the capitation would have real value of 1.46 GEL.
Capital expenses have not been included in the capitation rate. Instead, the new payment model proposes a separate monthly allowance to cover capital expenses. The area of the practice premises for group practice of 5 may not be less than 280. m2. The allowance considers a monthly rent of 20 GEL/m2. This amounts to a monthly payment of 1,120 GEL. This may vary according to the actual team composition of the provider (e.g. each additional FP team after 5 FPs need 40m2).
The different scenarios and budget impact are described in the following table.
	 
	2021
	New payment model

	Patient list size
	
	2000
	2500

	No of providers
	160
	160
	150

	No of FP and nurse teams
	1,300
	1000
	750

	Total patients
	1,891,244
	1,891,244
	1,891,244

	Rural patients in urban providers patient list
	962,314
	962,314
	962,314

	Share of total population
	51%
	51%
	51%

	Capitation for basic costs
	0.83
	2.21
	1.77

	Capitation for laboratory tests
	 
	0.57
	0.57

	Capitation for specialist services (no copay)
	 
	0.60
	0.60

	Capitation for specialist services (fixed 10 GEL copay except vuln)
	 
	0.36
	0.36

	Capitation for rural patients laboratory tests and specialist visits
	1.07
	1.17
	1.17

	Total capitation without copayment
	 
	3.38
	2.94

	Total capitation
	1.93
	3.14
	2.70

	Total budget without copayment
	 
	76,735,534
	66,699,797

	Total budget with copayment
	43,801,211
	71,250,926
	61,215,189

	Total capitation for rural patients’ laboratory tests and specialist visits
	12,356,112
	13,512,813
	13 512 813

	Rent allowance
	 
	13,440 000
	10,080,000

	TOTAL BUDGET without copayment
	 
	103,688,347
	90,292,610

	Budget impact without copayment
	 
	47,531,024
	34,135,287

	TOTAL BUDGET with copayment
	56,157,323
	98,203,739
	84,808,002

	Budget impact with copayment
	 
	42,046,417
	28,650,680



The total budget for this payment model is between 85 to 103 million GEL depending on the use of co-payments (an estimated 28 to 48 million GEL over current funding levels). The budget impact assessment assumes that all urban providers are eligible to be contracted. Nevertheless, in the early implementation phase of selective contracting, a step-by-step increase in costs would occur. The total budget impact for implementing the new payment model will depend on the following factors:
1. Number of patients: the patient list is used as a basis to calculate the capitation amount
2. Number of providers: how many providers meet the criteria and are ready to be early adopters
3. Co-payment: whether co-payments are implemented for specialist services at PHC level
The new payment model combined with selective contracting may only be implemented if the priority service program with motivational capitation is implemented in parallel to ensure improvements in service delivery and access. The parallel implementation is recommended to create efficiencies in the implementation process.
In summary, in order to meet the changing needs of the population priority must be given to increasing accountability among providers, shifting to performance-based outcomes, separating specialist services from the PHC package, and building networks of multidisciplinary PHC teams. Family doctors should play a leading role in deciding which specialist services are needed beyond what is included in the basic PHC benefits package. Furthermore, high quality PHC services should be accessible equally to urban and rural populations alike, therefore differences in the design and scope of PHC services in rural and urban settings should be phased out. Although, payment models differ for rural and urban providers, it is still necessary to cover all basic costs needed to deliver defined scope of PHC services. Furthermore, provider networks should also be motivated among rural providers to ensure sustainability and quality of services.




