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In recent years, part of the society in Georgia has been critical toward the increase in the state
health care expenditures, considering it to be a heavy burden on the small state budget (Lagazidze
2015), or that “the social direction of the budget decreases the capital costs of the government, that
hinders the economic growth of the country” (Kukava 2014).

The aim of the article is to assess whether the critical claims about the expenditures of state on the
healthcare system are valid, as well as determine if there exists any type of standard measurement, or
recommendation on how much the state should spend on healthcare, considering the economic
capacity of the country?

Evidently, a country with low economic gains, which could be considered poor, cannot spend
excessively on healthcare. However, the research has shown, that despite the growing expenses on
healthcare, Georgia still lags behind not only the standards set by the World Health Organization (WHO),
but also many low-income states.

This assessment was made by the World Health Organization based on the indicators of the
effectiveness of the funding of the system, as well as the comparative analysis of the statistical data of
other countries (developed and developing ones). Therefore, the article discusses the internationally
acknowledged indicators to assess the funding of Georgia’s healthcare system:

The share of state expenditure on health in total expenditure of the state;

The share of state expenditure in total expenditure on health;

State expenditure on health as a percentage of the Gross Domestic Product (GDP)
Total expenditure on health as a percentage of the GDP

The share of state expenditures on healthcare in the total state expenditure shows the
government’s approach toward health care sector. and illustrates the importance of the healthcare
expenditure compared to other sectors of economy.

One of the main values of the state is individual’s health. The obligations taken by the government in
the health care system has a significant impact on individual’s health. According to the statistical data,
state funds (33%) comprised the major source of health care expenditure in the world, while the
compulsory social protection was 26%, private funds and insurance deposits together was smaller
portion (18% and 19% respectively).

The share of state expenses in financing of the healthcare system depends on numerous factors, the
most important being - values of the society, priorities, political will, the state of economic development
of a country and budget capacity.

In many countries, bigger the GDP, bigger is the state’s share in healthcare fund. In these states, the
health care system is developed on the principle of social solidarity and most of the costs are covered by
the government via state and social insurance programs.
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Research shows that, higher the health care costs, more affordable is the medical services, increasing
the health indicator of the population (Getzen 2012). The concept of “better health” is wide and
includes the increase in life expectancy, improvement in the quality of life, decreasing the number of
death due to illness and reducing morbidity, improving the ability to function independently in
chronically ill people. In countries, where the state expenditure on health care system is low, the burden
of morbidity is high. In rich countries, where the state health care expenditure is 87% of global health
care expenditures, the global morbidity level is low. For comparison, in poor countries global morbidity
burden is 90% while the state healthcare expenditure is 13% (Getzen 2012).

However, it is important to note that growth in state expenditure on health is not the main aim of
the policy of financing the healthcare system. Such growth can be justified only if we get a more cost-
effective approach as a result and the healthcare system will achieve its aims more efficiently. There are
many ways of using the existing resources cost-effectively, most important being a functional primary
healthcare system, access to preventive services, which cost much less than treatment of illnesses,
employing prospective methods of financing healthcare services, existence of financing strategy
(competitive insurance model, introduction of methods of service utilisation management, participation
of the patient in costs of certain areas of medical services...)

According to the World Health Organization, the state healthcare expenditures should comprise 15%
of total state expenditure (Organisation of African Unity, 2001). In Georgia, despite the growth of state
healthcare expenditure, its share in the state budget is relatively low (6.9%). This is almost twice as low
as the indicator of WHO.

Table 1: public health expenditure trends, Georgia

Public health % of The share of state share of state healthcare
expenditure GDP expenditures on healthcare in | expenditure in total healthcare
(Million GEL) the total state expenditure % expenditure %

2001 75 1.1 6.1

2002 88 1.2 6.3 13.5

2003 109 1.3 6.7 15

2004 130 1.3 5.4 15.5

2005 194 1.7 6.0 19.6

2006 253 1.8 5.7 21.9

2007 255 1.5 4.2 18.4

2008 343 1.8 49 20.6

2009 337.9 1.9 6.1 23

2010 414.8 2 6.5 23.1

2011 421.7 1.7 4.8 18.4

2012 332.8 1.3 43 15.1

2013 435.5 1.6 5.4 19.8

2014 588.3 2 6.5 26.7

2015 656.2 2.24 6.9 29.8

Source: National Health Accounts. The Ministry of Finance of Georgia

In Europe, the share of state healthcare expenditures in total state expenditure is between 4% and
20% (World Health Report 2010). Its important to note that prioritizing healthcare costs increases with
increasing the state income. However, despite low income, some of the government tries to allocate
higher costs in healthcare sector; meanwhile, in some of the richer states, governments try to spend less
on healthcare (World Health Report 2010). Despite the fact that the state obligations toward the
healthcare system increases with the growing state income, some of the low-income states spends
more on it compared to the high-income counterparts (World Health Report 2010). According to the
2007 indicators, the share of healthcare costs was 10% of the state budget in 22 low-income states,
while the same indicator was less than 10% in 11 high-income states (World Health Organization 2010).
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As shown in the graph below (Graph 1), the share of health care costs in the state budget and is
much lower than the indicators in Armenia (7.9%), Kazakhstan (10.9%), Ukraine (12.2%), Kyrgyzstan
(13.2%), Belorussia (13.5). In some countries, healthcare is not the priority of the budgetary policy due
to number of reasons. Most importantly the reasons are financial and political. More specifically, the
government considers the healthcare field to be economically ineffective. On the contrarty, some of the
governments is interested to have healthy population.

Figure 1: The share of state healthcare expenditures in the total state expenditure (%). 2013
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Source: The World Bank 2015. Health expenditure, public (% of GDP). World Bank Open Data. 2015

The next indicator of financing healthcare is the share of state healthcare expenditure in total
healthcare expenditure. Total expenditure on health includes, both private and state expenses.
According to WHO recommendations, state expenditures on health should represent more than 40% in
total healthcare expenditures. Countries where this indicator is below 40% are considered to be states
with limited engagement in healthcare problems. State expenditures on health care in Georgia
represents 29,8% of the total expenses on healthcare, thus Georgia is far below the recommended
threshold of the WHO.

As the graph (Graph 2) below indicates, compared to Georgia, the threshold set by the
recommendations of the WHO is overcome by the countries such as Armenia (41.7%), Kazakhstan

(53.1%), Ukraine (54.5%), Kyrgyzstan (59%).

Figure 2: The share of state healthcare expenditure in total healthcare expenditure (%). 2013
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The next important indicator is state expenditures on health care in relation to GDP. According to
WHO recommendations the share of state healthcare expenditures in relation to GDP should be at least
5%.
In Georgia, despite the significant growth in state expenditures on health care, its share in relation
to GDP is rather low (2,2%). As shown in the chart below (Chart 3), state expenditure-to-GDP ratio in
low-income states is at around 2%, however, Georgia is behind countries such as - Kazakhstan (2,3%),
Kyrgyzstan (3,9%), Belarus (4%), Ukraine (4,2%) (The World Bank 2015).
Figure 3: The state expenditures on health care in relation to GDP (%). 2013
103
9
8.7
gy 85
6g 71 7.1
6.3 6.3
ag 51
39 4 42 42 43 43 45 %
31 31 3°
53 27
18 1.9 2 21 -~
12 1.3
S @2 g8 o® g S S T O S QLU OFG HSET >2T S LT =Y c o> g
= 28 § ¥ 3B =22 %F 556 2% §8 s 39 s 8 2 & £ g
8 - @ E § w g 20 3 Y9 % 22380 ¢c Fv L= 8 E 2 <
5 ¥z 0 S oo S S P & 2 N O & o g
: © 8 z - E ° 3
p4 72 =

Source: The World Bank 2015. Health expenditure, public (% of GDP). World Bank Open Data. 2015

The total healthcare expenditure in relation to GDP is the best standard measure for social welfare
and varies between 1% and 17% in different countries.
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In Georgia, the total expenditure on healthcare in relation to GDP is equal to the same indicator in
Europe. According to the 2011 data, it is 9.4%. This is the illustration, that Georgia spends almost same
amount on the healthcare as do the European states. High share of healthcare costs in GDP might be
due to high prices on medicines and therefore high medical inflation, the prevalence of increase in
chronical illness due to growing aging population (MOH 2013).

Table 2: The total expenditure on healthcare in relation to GDP. Georgia. 2013

fowo The total expenditure on healthcare (Million GEL) % of to GDP
1995 2.4
2000 4.7
2001 523 7.8
2002 650.7 8.7
2003 724.8 8.5
2004 835.9 8.5
2005 998.3 8.6
2006 1159.6 8.3
2007 1386.6 8.3
2008 1660.7 9
2009 1818.5 10.3
2010 2096.5 10.2
2011 2292 .4 9.4

Source: National Health Accounts. The Ministry of Finance of Georgia

The above mentioned shows that a significant share of healthcare expenses in Georgia falls on
private expenses of citizens (at around 65%), which implies that healthcare is not a priority for the
government. In terms of the share of private healthcare expenditure in total expenditure on healthcare,
Georgia stands among countries such as - Sudan (75,8%), Yemen (74%), Afghanistan (73,8%), Azerbaijan
(71,1%), Nigeria (69,3%), Myanmar (68,2%), Venezuela (65,8%). Consequently, many Georgian families
are forced to deny themselves the aforementioned services as the cannot afford them.

Table 3: The share of private expenditure in total expenses on healthcare, Georgia

Private The share of Including Including Private Private spending on health
expenditure on private healthcare |Private Prepaid| Prepaid Healthcare care, per capita (GEL)
healthcare expenditure in  Healthcare Plan Plan (%)
(Million GEL) |total expenditure |(Million GEL)
on healthcare %

2002 483.6 74.3 2.6 1 111
2003 562.5 77.6 2.8 1 130
2004 655.3 78.4 6.7 1 152
2005 775.2 77.7 7.5 1 178
2006 846.3 73.0 9.8 1 192
2007 1003.4 724 20.8 3 229
2008 1144.1 68.9 24.5 5 261
2009 1294.8 712 47.5 4 294
2010 1551.7 74 55.7 3 348
2011 1806.8 78.8 65.7 403

Source: National Health Accounts. The Ministry of Finance of Georgia

Hence, the research confirms that the arguments against the increase of healthcare costs in
Georgia are groundless. Georgia’s budget can’t be labeled as socially oriented. Despite the fact that the
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state’s role healthcare expenditure increases year by year, Georgia still lags behind not only the
threshold recommended by the WHO, but also the indicators of low-income, poor states. Therefore,
population has to cover a significant portion of medical service costs.
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