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Abstract. The global pandemic has posed significant challenges to the healthcare system. Ensuring social 

security has become an important concern of the government. The aim of the paper is to determine the 

relevance of public spending on health. Also, is there any standard measurement or recommendation of how 

much the government should spend or not, even considering the economic situation of the country? This led 

to the study of the experiences of different countries in this regard. The crisis caused by the epidemic most 

likely involves a longer period of time than COVID-19 itself. Accordingly, the results presented in the study 

and the recommendations developed based on it have practical implications for the link between crisis 

elimination, health and well-being. 

1 Introduction 

During the pandemic, certain types of financial and 
economic mechanisms were implemented for social 
security in a global world. During Covid-19 it became 
necessary to implement some kind of social policy by the 
government to help individuals and legal entities in a state 
of emergency. 

In parallel with the spread of the pandemic, the 
countries (the governments of Georgia, Ukraine, 
Azerbaijan, Turkey, Russia and the Baltic States) began 
to take action to protect the social security of citizens [1]. 
In particular, the medical expenses of those infected with 
the virus are financed by the government. There are also 
special quarantine zones in hotels, where citizens are 
provided with food and basic necessities and a doctor's 
consultation completely free of charge.  

So during the pandemic each country tries to take 
measures to prevent the virus and improve social welfare. 
By raising additional funds they help to reduce the 
number of infected people to a minimum and take care of 
the population. 

Social protection of the population is one of the most 
important components of the country’s social relations 
and social policy. Its purpose is to provide basic living 
and working conditions for the people: to provide 
materially for the population and to organize social and 
medical care for the disabled members of the community. 

The budget as the financial basis for the functioning of 
the country and the sustainable development of the 
economy is closely linked to social policy. The 
government through the budget influences the social and 
economic development of the country, the financing of 
targeted programs of economic and social nature, the 
balance of social and intersectoral processes, the 

achievements of scientific and technological progress, the 
country's economic growth and macroeconomic stability 
[2-6]. 

2 Methodological foundations 

2.1 Research Methodology 

The research methodology is based on a) McKibbin & 
Sidorenko (2006) [7]; The model of Global 
macroeconomic consequences of pandemic influenza 
described in the study, which can determine the impact of 
the epidemic on the scale of global economic crises and 
GDP decline [7, 8]; b) The 2016 model presented by 
economists from the National Bureau of Economic 
Research (Fan, V. Y; Jamison, D. T; Summers, L. H) [9] 
based on an analysis of all cases of epidemics from the 
18th century to the present and ranked with each other the 
scale of the related epidemic and the decline in revenue.  
 It is noteworthy that events in developing and 
developed countries can develop in different scenarios. 
Therefore, this study uses multifactorial models and 
evaluates the effectiveness of health financing and its 
impact on economic growth based on empirical research. 

2.2 Literature Review 

If we think about what human well-being depends on, 
what influences it positively or negatively and analyze the 
lives of the rich and the poor, we will make sure that there 
are requirements without them it is impossible to exist. 
But at the same time there are demands without which 
prosperity is impossible. The list of these requirements is 
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different because different scientists develop different 
views. 

According to Blank and Burau [10], approaches to 
health financing were initially based on a minimum 
public contribution, when private contributions should be 
the mainstay. Different countries use different approaches 
Adinma & Adinma, 2010; Behera & Dash, 2020; Cai, et 
al., 2020; Eriksen, & Wiese, 2019; Farughi, et al., 2019; 
Ivanková, et al., 2020; Kwon, 2003; Loganathan, et al., 
2020; Manchanda, 2020; Oraro-Lawrence & Wyss, 2020; 
Riman & Akpan, 2012; Rokicki, et al., 2021; Rostampour 
& Nosratnejad, 2020; Vakulenko, et al., 2020; Wong, et 
al., 2020; T. Z. Moghadam, et al., 2019; N. Ojong, 2019 
[11-28]. For example, the New Zealand system seems 
theoretically universal. However, in practical terms, 
access to first aid is difficult for poor people, because of 
the first aid system is based on out-of-pocket payments by 
consumers, while the second aid system is based on a 
single taxation system. This system can be contrasted 
with mixed types of systems - government insurance 
(60% for less affluent citizens) and private insurance 
(40% for more affluent citizens). For example, in the 
Netherlands, where the primary healthcare system is 
freely used by those who are insured by the government, 
Although the given system exists in parallel with the 
private insurance market [29, 30]. In addition to these 
systems, it is possible for the government to fund certain 
health services for specific segments of the population, 
while other parts of the system may be based on private 
insurance (for example, the US Medicaid Medical 
Program). 

It seems that the public health sector is the exclusive 
sponsor of all major services and this is reimbursed from 
tax revenues. In addition, the government can provide 
healthcare funding to more private or non-profit 
organizations. An example of this is Canada where local 
governments pay health service bills through common 
taxation. 

In the case of government funded insurance schemes, 
the government requires individuals and sometimes 
employers to contribute to insurance and this is mainly 
done through salaries. For example, the multi-component 
system in Germany and France is based on this type of 
insurance, often referred to as the Bismarck system [31, 
32]. 

3 Results and Discussion 

The amount of public spending on financing the 
healthcare system is determined by the values, priorities, 
political will and level of economic development of the 
country, budget opportunities and other factors. Some 
scholars believe that the increase in public spending on 
health is a heavy burden on the already small budget of 
the country. So this kind of social orientation of the 
budget reduces capital expenditures, which hinders 
economic growth in the country. Consequently, in some 
countries, healthcare is not considered a budget policy 

priority for financial and political reasons. In particular, 
some governments view healthcare as an economically 
inefficient sector. In contrast, the governments of some 
countries are interested in having a healthy population. 

Every year, the cost of healthcare by the government 
is increasing in developed countries. In such countries, 
the healthcare system is based on the principle of public 
solidarity and most of the healthcare costs are paid by the 
government through health programs or social insurance 
systems. In many countries, the larger the gross domestic 
product, the greater the government's share of healthcare 
funding. In many countries, the larger the gross domestic 
product, the greater the government's share of health are 
funding.  

It is clear from the comparative analysis of the 
indicators of the evaluation of the health financing system 
developed by the World Health Organization, as well as 
the statistical data of other countries (both developed and 
developing), that despite the increase in public spending 
on health, Georgia still lags behind not only the 
international standards set by the World Health 
Organization, but also the rates of many low-income 
countries. Accordingly, in order to evaluate health 
financing in Georgia, the article discusses the following 
internationally recognized indicators of the effectiveness 
of the health financing system: 

* Proportion of government expenditures on healthcare in 
the total government expenditures; 

* Proportion of public expenditures on healthcare in total 
health expenditures; 

* Government spending on healthcare in relation to GDP; 
* Total expenditures on healthcare in relation to GDP; 
* Private spending on healthcare.  

3.1 Proportion of Government expenditures on 
healthcare in the total expenditures 

One of the most important values of any country is human 
health, which is significantly influenced by the 
obligations of the government in the field of healthcare. 
What importance it attaches to the health sector can be 
seen in the government expenditures and the share of 
health in the total government expenditures shows the 
country's attitude towards the health sector. Government 
commitments to healthcare should increase as national 
revenues increase. However, some low-income countries 
allocate more government funds to healthcare than high-
income countries [33]. According to current data, public 
spending on health in 22 low-income countries accounted 
for more than 10% of the budget, while in 11 high-income 
countries less than 10% of the budget was spent (World 
Health Report 2020). According to research, the main 
source of healthcare spending in the world is government 
funding - 35%, compulsory social insurance - 27%, out-
of-pocket payments and private insurance contributions - 
38% [34]. According to the World Health Organization, 
the share of public spending on total public health 
spending should be at least 15% [35] (see Figure 1). 
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Fig. 1. The public spending on healthcare 

Source: compiled on the basis of research by the author 

The share of public spending on healthcare in the 
European region ranges from 4% to almost 20% of total 
public spending [33]. Despite the significant increase in 
public spending on health, its share of the budget in 
Georgia is quite low at 8.6%. This is almost twice as 
small as the data provided by the World Health 
Organization. The share of public expenditures on 
healthcare in Georgia in total public expenditures is low 
compared to countries such as: Armenia (7.9%), 
Kazakhstan (10.9%), Ukraine (12.2%), Kyrgyzstan 
(13.2%), Belarus (13.5%). 

3.2 Proportion of public expenditures on 
healthcare in total health expenditures 

Total expenditures on healthcare include both public and 
private expenditures. In some countries, the provision of 
health services is based on the private sector. Even in 
explicitly publicly funded systems, public actors and 
governments work with the private sector to at least 
procure medical equipment. Increasingly, government-
private partnerships extend to the provision of 
infrastructure, additional equipment, medical care and etc. 
[36].  

According to the World Health Organization, public 
health expenditures should account for more than 40% of 
total health expenditures (see Figure 2). 
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Fig. 2. Government / compulsory schemes Current expenditure health 

Source: Compiled on the basis of research by the author [37, 38]

In countries where the rate is less than 40%, the 
government has a limited responsibility to address 
problems in the healthcare sector. This limit was 
exceeded by post-Soviet countries such as Armenia 
(41.7%), Kazakhstan (53.1%), Ukraine (54.5%) and 
Kyrgyzstan (59%). Public spending on healthcare in 
Georgia is 29.8%, therefore, the share of government 
funding is significantly below the threshold set by the 
recommendation of the World Health Organization. 

3.3 Government spending on healthcare (GDP, 
%) 

According to the World Health Organization, the share of 
public spending on health should be not less than 5% of 
GDP (see Figure 3). 
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Fig 3: government / compulsory schemes Current health expenditure (%, of GDP) 2010-2019 
Source: Compiled on the basis of research by the author [37, 38]

The situation in the post-Soviet countries is not so good in 
this respect. In particular, Kazakhstan (2.3%), Kyrgyzstan 
(3.9%), Belarus (4%), Ukraine (4.2%), Georgia (2.2%). 

3.4 Total expenditures on health (GDP, %) 

The best measure of public welfare is the share of total 
expenditures on health (GDP, %). It ranges from 1 to 17% 
in different countries. With this indicator, the share of 
total expenditures on healthcare in relation to GDP is 
equal to the indicators of the countries of the European 
region. 

All of the above indicates that a significant share of 
healthcare expenditures in Georgia (65-70%) is private 
expenditures incurred by the population, which indicates 
that healthcare in Georgia is not considered a priority of 
the government policy. 

With such a high share of private spending on total 
health expenditures, Georgia ranks eighth in the world 
(Sudan 75.8%, Yemen 74%, Afghanistan 73.8%, 
Azerbaijan 71.1%, Nigeria 69.3%, Myanmar 68.2%, 
Venezuela 65.8%). It means that many families in 
Georgia are forced to refuse the necessary medical 
services because they cannot pay for these services. 

Studies show that the higher the cost of healthcare the 
more accessible medical care is the higher the health 
status of the population [34]. The data show that there is a 
big difference between the health of the population of a 
rich and a poor country and this difference can lead to a 
difference in income between countries. 

3.5 Modeling health and income interactions  

To consider health and income as endogenous variables 
and the horizontal axis shows the per capita income (x) 
but the vertical axis - human health (y). The curve y (x) 
represents the impact of per capita income on health 
(Figure 4). 

 
Fig. 4. The impact of income on health 

Source: Compiled by the author 

As we can see the curve is upward and shows that income 
growth improves health (see Curve 4), however, after a 
certain period the more the income curve increases the 
more it becomes horizontally adjusted. This suggests that 
the positive effects of income on health care are clearer in 
the case of low income levels. While the curve x (y) 
shows the impact of health on income per capita. The 
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lower the x value the less products can be produced 
(Figure 5). 

 
Fig. 5. The impact of health on income 

Source: Compiled by the author 

It should be noted, that income differences across 
countries can be explained by №4 and №5 figures. It is a 
matter of discussion which opinion is more important: an 
opinion that describes the effects of poor health on the 
level of poverty in a country or a vision that describes the 
differences in health in rich and poor countries, which is 
maintained despite the same levels of per capita income. 

Much of the correlation between health status and per 
capita income is due to people in richer countries 
devoting more resources to health. But differences in 
health may be due to factors other than income, such as 
the country's health environment. 
In analysis of the relationship between income and health 
found that if the countries differ in their healthcare 
environment, this difference will affect both income and 
actual health.  

	� = 
 + 
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The global pandemic has made it clear to us the need to 
increase healthcare funding. However, increasing public 
spending on healthcare should not become a major goal of 
health financing policy. An increase in government 
funding can only be justified if the resources available to 
the health system are used effectively. Countries that use 
health funding resources effectively to successfully 
accomplish health system objectives have relatively low 
mortality rates there (see Figure 6). 
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Fig. 4. COVID-19 dashboard 2020-2021 (Thousand people) 

Source: Compiled on the basis of research by the author 

Therefore, the difference in the healthcare environment 
between countries is subject to the multiplier effect: 
countries with better health environments will have 
healthier workers who produce more products, which 
provides better nutrition and medical care, which in turn 
improves health. 

4 Conclusions 

The study makes it clear that every government cares 
about protecting and improving the health of its own 
population. Many different methods are used to fund the 
achievement of these goals. On the one hand, 
governments use their power over financial resources to 
cover healthcare costs with tax revenues, on the other 
hand, some countries waive a fairly large portion of taxes 
to encourage individuals to apply health insurance 
policies. The paper shows the differences in the financing 
of healthcare systems in different countries, which is due 
to the different views of the authorities on the role and 
importance of healthcare funding growth. Governments in 
different countries are also using their power successfully 
and requiring individuals to engage in health insurance to 
protect and promote their own health.  

The results of the study developed a model for the 
interaction between health, which explains the link 
between health and income. It has been suggested that the 
government should increase funding for healthcare in 
proportion to GDP growth in order to better protect the 
health of individuals and as a result production will be 
able to generate even more value added. Consequently, 
countries will be more flexible during global pandemics. 
The economy will be protected from dependence on 
health and welfare growth will be sustainable. 
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