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KEY MESSAGES:

. Georgia has been conducting health reform designed to improve coverage, quality, and financial
protection. Georgia faces the challenge of providing greater financial protection to its citizens: Georgia’s
out-of-pocket (OOP) health expenditure is high for a middle-income country.

. Georgia has a single public purchaser (the National Health Agency, NHA) combined with vertical supply-
side financed programs, and private health insurers.

. Georgia has a complex and fragmented Health Benefits Package (HBP) with implicit rationing for services
not covered for some or all population groups

. Georgia’s policies tell a story of a gradual move toward a more comprehensive HBP for the whole
population. Clear and specific contracts that cover payment mechanisms, and incentives should be
implemented, along with a systematic and institutionalized approach to update the size and cost of the
HBP and associated payment rates.

1. Country Context and Health Profile

Georgia is a middle-income country with a per capita
gross domestic product (GDP) of US$4,268 in 2020.
Georgia has a population of 3.71 million people (2020);
which is aging rapidly, with 15.3 percent over the age
of 65 (2020). The median age is 38.3 years, and 58.5
percent of the total population live in urban areas.
Unless specified, the source for the data in this report
is World Development Indicators
(https://databank.worldbank.org/source/world-
)development-indicators).

In 2020, life expectancy at birth was 73.8 years, with a gap
of eight years between women (77.8 years) and men (68.9
years). The epidemiological profile of the country has
changed, and the health system must address the
increasing demand for  services related to
noncommunicable diseases (NCDs). According to the
Institute for Health Metrics (IHME), the leading causes of
death in the country include ischemic heart disease,
stroke, and hypertensive heart disease. Risk factors
driving most death and disability include high blood
pressure, dietary risks, and high fasting glucose—all of
which are associated with NCDs. The rate of
transportation injuries is high; traffic accidents are the
third leading cause of death for those ages 15-49 (25.6
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deaths per 100,000 in 2017); they are the leading cause of
death among those ages 10-24 (14.9 deaths per 100,000
in 2017) (IHME 2017).

Table 1. Time Line of Key Health Sector Reforms and Laws

1995 Introduction of social health insurance, mandatory payroll
taxes for health and creation of the National Health Agency.
Before. e 1995 - Semashko model, completely state-funded

services

1997 Law on Drugs and Pharmaceuticals enacted

Law to make providers legal entities enacted

2005 Law on Local Self-Government Budgets enacted

Law on Business Licenses and Permits enacted

2007 Introduction of the state-funded private insurance scheme for

the poor

Law on the Budgetary Distribution of Tax, Nontax, and Capital
Revenues enacted; this provides the legislative framework for
the distribution of tax revenues to central and municipal

budgets

2008 Professional medical and provider organizations begin to

regulate medical quality

2009 Law on the Licensing of Medical Practices and Pharmaceuticals

enacted

Georgian Hospital Association established. Its never-realized

mission was to promote hospital accreditation

2008—- | Consolidation of the private health sector
2020

2010 Universal Health Coverage Program (UHCP) launched

2012 Incipient efforts toward vertical integration of primary and
secondary health care providers, on the one hand, and private
health insurance providers and pharmaceutical companies, on
the other

2013 Essential Health Package established

2015 Launch of the National Cancer Registry

2016 Launch of the Georgian Birth Registry

Launch of the Primary Health Care Development Strategy for
2016-2023

2017 Exclusion of high-income households from Social Service
Agency (SSA) funding

New monitoring-oriented regulations for services provided by
the UHCP

UHCP begins to cover the full cost of pharmaceuticals for those
living below the poverty line and those with chronic conditions

Pilot of electronic medical records program for hospitals in
Thilisi

2018 E-prescriptions for family health care facilities/polyclinics and

hospitals

Source: Authors.

Under-five mortality has dropped from 36.8 deaths per
1,000 live births in 2000 to 9.7 in 2019, a figure slightly
higher than the Organisation for Economic Co-operation
and Development (OECD) average of 6.9. Historically,
Georgia has had fewer hospital beds than other countries
in the region, but that indicator has improved, from 229
per 100,000 inhabitants in 2011, to 310 in 2016 (NCDC
2017).

The poverty rate is 4.7 percent, and the poverty line falls
at an income of USS$3.20 per day (2011 purchasing power
parity [PPP]). Total health expenditure as percentage of
GDP was estimated at 6.7 percent in 2019, and current per
capita health expenditure at US$291 in 2019. At 46.7
percent of the total health expenditure, out-of-pocket
(OOP) expenditure is very high. The government needs to
mobilize additional resources to improve financial
protection of the population. Despite these challenges,
Georgia’s is ranked 74 among a total of 141 countries in
the Global Competitiveness Index.

Table 2. Health Financing Indicators in Azerbaijan (2019
or latest year available)

Indicator Georgia ECA OECD
Current health expenditure Uss193 USS$2,334 | USS$4,948
per capita (USS, 2019)

Total health expenditure (% 4.04 9.4 12.5
of GDP, 2019)

Domestic public health 1.3 6.8 7.7
expenditure (% of GDP, 2019)

Domestic public health 36.7 73.0 61.7
expenditure (% of current

health expenditure, 2019)

Out-of-pocket expenditure (% | 68.0 17.6 14.9
current health expenditure,

2019)

Source: World Bank Development indicators.

Notes: ECA = Europe and Central Asia; OECD = Organisation for Economic Co-

operation and Development.
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Figure 1. Organization of Georgia's Health System
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2. Health Care Purchasers

Georgia’s health financing policies have seen several
changes in the last 20 years in its path to universal health
coverage (UHC). During 1995-2004, a publicly financed
Social Health Insurance (SHI) scheme with payroll
contributions was put in place to provide health care
coverage to the population. Additional financing came
from local and municipal budgets; however, underfunding
became a major problem, coupled with a HBP that was
complex and not linked to population health needs. Given
the low performance of the scheme and the government’s
wish to lower taxation to boost economic growth, this
system was replaced in 2008 by the Medical Assistance
Program (MAP).

In the period 2007-2012, Georgia adopted a highly
decentralized and extensively privatized model both in
purchasing and provision of health care services. During
this period a purchaser-provider split was applied to some
insurance companies and private providers, while in
certain cases providers were vertically integrated with
health insurers and pharmaceutical companies. In its early
stages, the MAP was implemented by a single public
purchaser, and in 2007 the government contracted out
the program to private health insurance companies
through a voucher-based system that gave the
beneficiaries the right to choose among insurers. A year
later the government introduced a state Voluntary Health
Insurance (VHI) program to encourage non-MAP

beneficiaries to enroll with private insurance companies
by subsidizing two-thirds of the premium. In 2010, the role
of private insurers as purchasers of health care services for
MAP beneficiaries changed. Private insurers were
assigned, through public tenders, as a three-year contract
to cover the population of specific “medical” regions
(Richardson and Berdzuli 2017). In 2012, and before the
national elections, MAP coverage was extended to
additional population groups, and by 2013 the new
government announced that all Georgians would be
eligible to publicly financed coverage under the Universal
Health Coverage Program (UHCP). From the beginning of
2013, the Social Service Agency (SSA) in the Ministry of
Labor, Health, and Social Affairs (MoLHSA) took over the
purchasing function as the single-purchasing entity. The
importance of private health insurance in Georgia
diminished in 2013 with the adoption of UHCP, and by
2017, approximately 14 percent of the Georgian
population held a VHI policy (Richardson and Berdzuli
2017), and VHI schemes represented 14 percent of the
current health expenditure (CHE) in 2018, down from 18
percent in 2013 (WHO 2021b).

The SSA acted as a state-subordinated institution under
the administration of MoLHSA, and its mandate exceeded
the health sector, as in addition to purchasing health care
services it was also responsible for tasks such as means
testing and access to social assistance programs (e.g.,
disability payments) (Richardson and Berdzuli 2017). Until
2013, the SSA channeled funds to insurance companies for
the Medical Assistance Program (MAP). It reimbursed
services to all providers in the system and did so using a
list of prices for hospital services and per capita rates for
primary health care (PHC) services covered under the
UHCP. Prices are generally linked to those reimbursed by
private insurance companies. Both the services and prices
are decided by MoLHSA. Patients choose the facility in
which they would prefer a certain procedure to be
performed, provide the necessary documentation to the
SSA, and the SSA gives its approval. Starting in 2021, the
SSA’s responsibilities were taken over by the National
Health Agency (NHA).

Alongside coverage provided by the UHCP, there are 23
vertical programs for priority diseases and conditions that
are publicly financed and administered by the National
Center for Disease Control and Public Health (NCDC)
(Richardson and Berdzuli 2017). These programs include
mental health, diabetes management, and child leukemia
services; dialysis and kidney transplants; palliative care,
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and a range of public health programs including
tuberculosis (TB) control, vaccinations, and an innovative
hepatitis C program.

The introduction of the UHCP was accompanied by
considerable increases in the publicly financed health
budget that passed from 19.4 percent of current health
expenditures (CHE) in 2012 to 40.8 percent in 2019. In
terms of per capita spending, government health
expenditure increased by 139 percent (from USS$52 to
US$123), and OOP expenditures declined substantially. In
2019, it was equal to 46.7 percent of CHE—a level still
higher than the 20 percent WHO-recommended
threshold. The majority of OOP payments (62.4 percent) is
destined for pharmaceuticals (WHO 2021b; World Bank
data 2022b).

Figure 2. Domestic Government Expenditure and Out-
of-Pocket Payments in Georgia, as a Percentage of
Current Health Expenditure, 2000-2019
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3. Health Care providers

The provision of health care services in Georgia is largely
private. This is the result of government policies during
2007-2012, which promoted marketization and
liberalization in all sectors of the economy, as key
institutional changes toward the country’s economic and
social development. The health sector formed part of
these reforms leading to private purchasing, private
provision, liberal regulation, and minimum supervision.
The privatization efforts that started as early as 1997
contributed to the grouping of various facilities into one
independent legal entity such as polycliniccambulatory
unions, hospital-polyclinic unions, and so on (Richardson
and Berdzuli 2017). At the same time, the number of
hospitals and hospital beds show a steep decline, with
Georgia having 2.89 beds per 1,000 population, in 2014,
lower than the Eastern Central Asia region average (6.33).

After 2010, the government’s request for private health
insurers providing MAP in specific medical regions to
invest in the refurbishment of local health care facilities
led to an integration of providers with private insurance
companies. The latter exercised selective contracting as
they preferred to offer services through their own
provider network.

The State Regulation for Medical Activities under MoLHSA
is responsible for licensing of pharmacies and regulation
of medical professionals, pharmaceuticals, and medical
devices. However, there is a limited legal framework and
low operational budget for regulating the health system.
Supply of medical services in rural, remote areas was
strengthened in 2008 with a vertical program called the
Rural Doctors’ Program. Under this program, doctors were
contracted directly by the government and were paid
salaries (instead of per capita payments—the norm for the
rest of the PHC system) to provide PHC services to
approximately 1.1 million people in 900 villages.

4. Priority Setting and Health Benefits
Package

Georgia’s Health Benefits Package (HBP) policy dates back
to 1995 when a publicly financed package was introduced
together with a Social Health Insurance (SHI) program
(Richardson and Berdzuli 2017). This package, which
included state- and municipal-level programs, was more
aligned to political priorities than to population health
needs. A decade later, the SHI scheme was substituted by
the Medical Assistance Program (MAP), a targeted social
assistance program covering about one-fifth of the
population. MAP offered coverage for a defined set of
primary care services, emergency care, elective surgery,
cancer treatment, and essential drugs. Services were free,
up to maximum ceilings of coverage, beyond which
copayments applied. In 2012, and just before the national
elections, MAP’s reach was expanded, extending coverage
to 30 percent more of the Georgian population.

In 2013, the government announced that all Georgians
would be eligible for a publicly financed HBP through the
UHCP, covering initially only basic care (primary and
emergency care) but soon after, also nonemergency care
and some essential drugs (Government of Georgia 2014;
Verulava et al. 2019). The adoption of UHCP and its HBP
was matched by a steep increase in the state budget for
health, showing the new government’s strong
commitment to health (Richardson 2018). That same year,
Georgia amended its Constitution (Article 28) to legally
guarantee the right to affordable and quality health care
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(Richardson and Berdzuli 2017). Then in 2017, the UHCP
was extended to include for the first time some essential
medicines for certain priority diseases Recently, the HBP
was expanded to cover pharmaceutical costs for patients
with cancer (Khizanishvili, Henshall, and Gabunia 2021).

Georgia combined a complex and fragmented HBP with
implicit rationing for services not covered for some or all
population groups. The key motivation for adopting its
current HBP was to ensure financial access to basic
medical services for all under the UHCP (MoLHSA of
Georgia 2013). On a more operative level, a clearer
definition of HBP services was also necessary due to the
contractual relations between purchasers and providers
of health care services.

The current HBP provides service and financial coverage
of diverse categories across different population groups
(registered households living under the poverty line,
insured veterans, citizens with low incomes, children ages
6—18, and other citizens with higher incomes). The highly
complex and fragmented nature of the HBP under the
UHCP is further exacerbated by the existence of more than
20 vertical programs that cover specific diseases.

The expansion path of the current HBP policy is clearly
pro-poor. Political considerations and financial constraints
are among the main factors mentioned when discussing
the content of the packages and their evolution,
suggesting that there is no explicit or systematic priority-
setting approach. This applies to both the services and the
medicines included in the current package. It is essential
that health population needs play a key role in deciding
what should and should not be included in the package.

MoLHSA is responsible for the annual budget preparation
of publicly funded services, which must be negotiated with
the Ministry of Finance (MOF) before final approval by the
Parliament (Richardson and Berdzuli 2017). The budget
allocation for the UHCP is based on claims reports and
expenditures of the previous year, adjusted for inflation.
Since 2014, the UHCP has consistently overspent its
annual budget, partly due to the use of fee-for-service for
inpatient care and the lack of a strict referral system
between primary care providers and higher levels of care.

In Georgia, the combination of provider payment methods
adopted for outpatient and inpatient care results in an
overuse of the latter, while at the same time there are no
contractual mechanisms in place to cap expenditure
(World Bank 2017). PHC is financed on the basis of per
capita payments. These payments are not adjusted for

patient characteristics (e.g., age, gender) or geographic
location, although they have encouraged up to 80 percent
of the population to enroll with a PHC provider. Payment
for hospitals is fee-for-service based on a list of prices for
hospital services, and fees vary according to provider
characteristics and type of care provided.

5. Health Information Systems

The privatization and deregulation trends of the
purchasing and provision of health care services in Georgia
have not been conducive to the development of an
integrated health information system. Over time, private
insurers and providers have developed a mix of
independent health information solutions (Richardson and
Berdzuli 2017). The Health Management Information
System (HMIS) put in place with the support of
international partners has been a step in the right
direction, but it is more focused on limiting opportunities
for fraud in the purchasing process, rather than on
collecting quality health status data to improve health
system performance. Nevertheless, between 2014 and
2016, there were various isolated efforts to introduce new
technologies, such as electronic reporting systems in
health facilities, a population cancer registry, and an
electronic system for antenatal and obstetric services.

6. Going Forward

= Coverage of Georgia’s HBP has increased, but it still
has a long way to go, both in extending its services and
its financial coverage. The proportion of OOP has
decreased in Georgia, but it is still high, and Georgian
households spend about 60 percent of OOP on
medicines (WHO 2021a). Limited coverage of services
related to NCDs is concerning since NCDs constitute the
largest proportion of the total disease burden.
Therefore, coverage of outpatient medicines, including
for NCDs, must be expanded.

= The complexity and fragmentation of HBP benefits
increases administrative cost and limits pooling of
funds. Even though vertical programs have contributed
to tremendous gains, countries cannot indefinitely
afford separate responses to each health need.
Integration of vertical programs into the HBP will lead
to lower transaction costs, greater coherence in
payment and delivery, and more patient-centered
policies. To avoid underutilization of services related to
vertical programs, general capitation payments for PHC
can be combined with fee-for-service payments for
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specific activities that health authorities need to
promote.

* The purchasing agency should actively purchase and
reimburse health care services. The NHA accepts
reimbursement rates that differ between health care
providers, and this shows the vulnerability of the
purchasing arrangements. Given the increase in the
public budget allocated for health since the
introduction of the UHCP, the NHA must buy more and
better health care. This requires more accountability
and transparency, better audits of private providers,
and mechanisms to log patient complaints.

= The reimbursement of hospital care on a fee-for-
service basis provides clear incentives for overcoding
and overbilling. Fee-for-service for hospital care and
per capita financing for outpatient care, without strict
referral rules and a public that mistrusts primary care
provision, leads to increased utilization of inpatient
services. This has detrimental health and financial
effects.

= An integrated health information system is needed to
improve the efficiency of health care spending and the
quality of services. With Georgia gradually increasing
the scope of its HBP, the need for an evidence-based
decision-making process becomes significant as the
cost-effectiveness and value-added of new inclusions
will become less straightforward.
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