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Making progress towards universal health coverage in Georgia: briefing prepared by the WHO Barcelona Office for Health Systems Strengthening


DRAFT FOR COMMENT: 14 July 2016



Briefing aims

· To take stock of the impact of health financing reforms introduced since 2013 on progress towards universal health coverage in Georgia, using the evidence available.

· To put Georgia in international context in terms of reform instruments, reform outcomes and health spending patterns.


Summary

· Major reforms introduced since 2013 have moved Georgia closer to European norms and best practice: near universal population entitlement to publicly financed health care; a single purchasing agency; and higher public spending on health.

· The available evidence indicates good progress in meeting the goals of universal health coverage. Use has increased, financial barriers to access have fallen and financial protection for households has improved. Increases in population coverage and service delivery have been achieved in a cost-effective way. 

· Significant challenges remain, partly because public spending on health is still very low, even by middle-income country standards. However, the health system has the basic architecture in place to address these challenges in the coming years.

· To improve equitable access to health care and financial protection for the population requires a comprehensive approach, including better coverage of outpatient medicines, policies to protect poorer and sicker households and a focus on active purchasing to ensure resources are used as efficiently as possible.

· It will be difficult to make significant progress without continued public investment in the health system. All health systems should strive to use their resources more efficiently, but efficiency gains often require additional investment, capacity and time.

Recent reforms move the health system closer to European norms and best practice

· Population entitlement: By extending publicly financed coverage to the majority of the population, including richer people, Georgia is rapidly catching up with the rest of Europe. Almost all health systems in Europe use public funds to cover the whole of the resident population.

· Benefits package: Georgia has focused on extending publicly financed coverage of emergency services and of expensive inpatient care and cancer treatment that many people – even richer people – would have struggled to access before 2013. This is a major achievement. Referral systems and prescriptions for medicines are also potentially valuable instruments for ensuring patient safety and quality of care.

· Free primary care: Making family doctor visits free for everyone removes financial barriers to accessing this important source of care and puts Georgia in the vanguard of countries in Europe.

· A single purchasing agency: Most countries in Europe have a single purchasing agency for the whole country. By unifying the purchasing function, the government has established a platform for moving from ‘passive’ to ‘active’ purchasing. Active purchasing is essential for improved health system performance. Its aim is to make careful use of resources to provide effective services and improve the health of the population.

· Increased reliance on public funding: High-performing health systems rely heavily on compulsory, public sources of funding and keep out-of-pocket payments[footnoteRef:1] to a minimum. [1:  Out-of-pocket payments refer to formal and informal payments made by people at the time of using any good or service delivered or dispensed by any provider in the health system.] 


· Public funding from the state budget: Like Georgia, many health systems in Europe obtain public funding directly from the state budget. Countries that have historically used wage-based public funding for health are increasingly using state budget funding (either instead of or in addition to wage-based public funding).


These reforms have led to tangible benefits for the population and cost-effective progress in moving towards universal health coverage

The policy changes introduced since 2013 have strengthened the performance of the health system, moving Georgia towards universal health coverage. Universal health coverage means everyone can use effective health services when they need them without experiencing financial hardship. Survey data[footnoteRef:2] suggest that in 2014 (the latest year for which data are available) in comparison to 2010: [2:  From the health, use and expenditure survey (HUES) and the household budget survey (HBS).] 


· People are more likely to use health care when they are ill and are less likely to face financial barriers to using health care, especially inpatient care.
· Financial protection against out-of-pocket payments has improved, especially for inpatient care. As a result, fewer households face financial hardship caused by having to pay for health services and medicines when they use them.


Providing more health services to more people has required additional public investment. However, the increase in public spending on health has been modest in comparison to increases in coverage and service delivery.

· Between 2012 and 2014, the share of the population entitled to publicly financed health coverage more than doubled, rising from 41% to 91%. In comparison, the increase in public spending to meet this large expansion was modest (Figure 1).

· Unit costs have also fallen over time, which could indicate relatively cost-effective use of resources. Between 2013 and 2015, the number of cases treated under the UHC Programme increased while the average cost per case decreased (Figure 2).


Figure 1 Change (%) in coverage and spending between 2012 and 2014


Source: MOLHSA data


Figure 2 Average cost per case treated under the UHC Program, 2013-2015



Source: MOLHSA data; data for 2015 for January to July only.
Significant challenges remain – but the health system has the basic architecture in place to address them in the coming years


In spite of progress on key indicators for universal health coverage, performance in Georgia still lags behind other countries in the region:

· Use of services has increased but continues to be low, even by the standards of middle-income countries in the region, especially for outpatient care (Figure 3). There is also considerable variation across the country.

· Unmet need for health care due to cost is high for outpatient care and outpatient medicines, affecting 10% of the population on average in 2014. In 2014 it was still three times higher for the poorest fifth of households than for the richest fifth, which means social inequalities in access to health care did not decline between 2010 and 2014.

· Financial protection is relatively weak in Georgia in comparison to other countries in the region, as measured by the incidence of households with catastrophic levels of out-of-pocket payments (Figure 4).

· Catastrophic out-of-pocket payments are mainly driven by household spending on outpatient medicines, indicating that this is where publicly financed health coverage is weakest.


Figure 3 Number of outpatient contacts per person per year, Georgia and European regional averages, 2014


Source: MOLHSA and WHO data


Figure 4 Share (%) of households with catastrophic out-of-pocket payments in Georgia in 2011 and 2014 and in selected countries




Source: WHO preliminary estimates using HBS data; OOPs = out-of-pocket payments; data for other countries are for 2012 or 2013.


Public spending on health has increased since 2012, but is still very low:

· As a share of GDP, it is close to the lowest in the region and is well below the GDP trend line for the region (Figure 5). This means public spending on health has not kept pace with regional trends. If it had been in line with the regional trend in 2014, it would have amounted to around 3.5% of GDP.

· The low level of public spending on health can be explained by the low priority the government gives to the health system when allocating state funds. The health share of the state budget (5% in 2014) is lower in Georgia than in any other country in the region except Azerbaijan (Figure 6 and Figure 9). By this measure, the gap between Georgia and other middle-income countries has widened considerably since 2010.

· As a result of limited public investment in the health system, out-of-pocket payments for health remain high, as shown in Figure 7.




Figure 5 Public spending on health and GDP, European region, 2014



Source: WHO data; red = Georgia; dark blue = high-income countries; medium blue = upper middle-income countries; light blue = lower middle-income countries. 


Figure 6 Public spending on health as a share (%) of the state budget, Georgia and European region country income group averages, 2000-2014


Source: WHO data; HIC = high-income country; UMIC = upper middle-income country; LMIC = lower middle-income country




Figure 7 Out-of-pocket payments for health as a share (%) of total spending on health, Georgia and other middle-income countries in the region, 2014



Source: WHO data; OOPs = out-of-pocket payments; HIC = high-income country; MIC = middle-income country

It will be difficult to make significant progress in improving health system performance in Georgia without additional public investment

To make further progress on all dimensions of health system performance, and especially to improve access and financial protection, Georgia needs to reduce out-of-pocket payments (OOPs). Most OOPs – including most catastrophic OOPs – are spent on outpatient medicines. Bringing down OOPs must therefore involve two key actions:

· Extending coverage of cost-effective medicines, including medicines for chronic conditions (non-communicable diseases, NCDs).

· Introducing policies to make health services and medicines more affordable through lower prices and enhanced protection for poorer people, sicker people and other vulnerable people.

Private or voluntary health insurance (VHI) is better than OOPs, but greater reliance on VHI is unlikely to significantly reduce OOPs or alleviate access and financial protection problems in Georgia. This is because these problems are worst for outpatient medicines, poorer people and people living in rural areas, and VHI – in general across countries and in Georgia – does not play a significant role in covering outpatient medicines or poorer and rural households.

When public spending on health is very low, improving access and financial protection requires additional public investment. This can come from the following sources:

· Increasing the size of the government budget through economic growth, improved tax effort or new taxes leading to increases in government revenue and, in turn, to increases in public spending on health. This option is a tax policy issue and we do not discuss it further in this briefing.

· Efficiency gains: more effective use of resources for health to achieve better value for money.

· Increasing the health share of the state budget to ensure state budget allocations match government priorities.

While all health systems should strive to use their resources more efficiently, efficiency gains often require additional public investment, capacity and time

There is evidence of improvement in health system efficiency since 2013, notably through a reduction in unit costs for inpatient care (Figure 2). Further efficiency gains are possible. However, Georgia cannot not rely on efficiency as a source of additional public funding for the health system for the following reasons:

· The gap between the current level of public spending on health and what is needed to improve performance is too great to be filled by efficiency gains alone. Many of the ‘low-hanging fruit’ have already been picked, limiting the potential for substantial savings.

· Countries often need to invest more publicly in the health sector to improve efficiency, not less, and Georgia is no exception. Some efficiency gains could lead to short-term savings for the government and enhance affordability for households – for example, shifting to generic medicines and lowering the price of medicines. However, many sources of improved efficiency require additional investment – strengthening primary care, establishing priority-setting mechanisms, improving the quality of care, ensuring services and medicines are provided in the most appropriate setting and so on.

· Chronic underfunding is a source of inefficiency. Underfunding often leads to sub-optimal patterns of use. For example, if people do not have good access to essential medicines in primary care, they may forego care and only seek it at a later date, when their health has deteriorated, or they may use emergency services instead. Providing people with access to essential outpatient medicines through emergency services rather than through primary care is a false economy.


Increasing the priority given to health in the state budget is a political choice; exercising this choice could provide the resources needed to improve health system performance.

The state budget has tripled over the last ten years in absolute terms (Figure 8). During the same period, however, the share of the state budget allocated to the health system fluctuated. Between 2010 and 2012 it did not keep pace with growth in overall public spending levels. In 2012, the health share of the state budget reached its lowest point since 2000 (3.8%). Although the health share increased in subsequent years, it has not yet regained its 2010 peak of 6.6%. At 5% in 2014, it is lower in Georgia than in any other country in the region except Azerbaijan (Figure 9).
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Figure 8 Trends in public spending on health and all other sectors in Georgia, 2005-2014


Source: WHO data


Figure 9 The health share of the state budget in Georgia and other middle-income countries in the European region, 2014



Source: WHO data; HIC = high-income country; LMIC = lower middle-income country; UMIC = upper middle-income country

If there is an increase in the size of the state budget, this growth can be used to increase the share allocated to the health system without taking money away from other sectors. However, if there is no increase in the size of the state budget, increasing the share allocated to the health system will mean taking money away from other sectors.

Figure 9 shows how OECD government priorities changed during the last decade. Across the OECD, governments allowed the health system to gain a larger share of the state budget at the expense of all other sectors except social protection (which includes pensions).


Figure 9 Change (%) in the structure of government spending in OECD countries, 2001 to 2011
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Source: Kumar (2014); averages based on OECD National Accounts Statistics


Increasing the health share of the state budget (without jeopardising public spending on social protection) would generate much-needed additional public funding for health:

· It would ensure that public spending on health more closely matches the importance the government places in improving the health and well-being of the Georgian population.

· It could be used to improve all aspects of health system performance, especially equitable access to health care and financial protection.

· A comprehensive approach to improved performance would include better coverage of outpatient medicines, policies to protect poorer and sicker households and a focus on active purchasing to ensure resources are used as efficiently as possible.
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