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Countries are facing challenges raising sufficient 
public revenues for health



How can health care costs be better controlled 
without disrupting performance?

Which policy approaches work?

Which do not?

What kinds of unintended or distributional effects do different 
cost-containment strategies produce?



Reminder: Although growth has been high, public 
spending remains a small share of the economy in 
Estonia
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How can we think about reductions (or 
slowdowns) in health spending?

Health spending= Prices X Volumes

Essentially, eliminating “waste” is the only way

Waste-> spending that does not contribute meaningfully towards goals 

(e.g. financial protection, equity of access, better health outcomes)

But cutting haphazardly will have consequences for those goals!

Can health systems reduce prices and/or volumes without disrupting health system 
performance?



Which policy approaches work?



Health systems can reduce prices… to a point

• Many examples from the 2008-2013 financial crisis
• Cuts in medicines prices in Portugal

• Mandatory prescribing by active ingredient

• Expansion of generic drugs

• Automatic price reductions when patents expired

• Negotiated price reductions for medicines in Greece
• Reference pricing

• Price-volume agreements/clawbacks

• Reductions in payments to providers (including in Estonia, France, Greece, 
Ireland, Romania, Slovenia)

• Sometimes wage reductions, sometimes tariff reduction (i.e. leaving it to the provider to 
adapt to lower prices)



Health prices in Estonia appear relatively low compared 
to the rest of the economy as of 2023, despite wage 
increases



Wages can grow more slowly than consumer prices… but not forever!

Samuel Rigby et al. BMJ 2023;381:bmj-2023-075144

©2023 by British Medical Journal Publishing Group

Suppressing wages indefinitely:

• Could lead to shifts to private sector (bad for 

equity of access)

• Could lead to recruitment/retention challenges 

(bad for outcomes)



There may be some scope to reduce volume by 
disinvesting from low-value care

• Rationalize end of life care?

• Avoid duplicate diagnostics

• Incentivize care in the right place

• 20.6% of spending is in 
inpatient settings in EST (EU 
average: 24.9%)

• HTA “re-assessments”, “Do not do” 
lists, and exploring variations in 
clinical practice



Supply vs. demand side interventions to 
reduce low value care

• Supply-side interventions tend to have 
fewer adverse consequences

• Pay for performance (rewarding better than 
penalizing)

• Payer restrictions (ie. some form of 
gatekeeping)

• Clinical decision support tools (e.g. prompts 
integrated into information systems)

• Mix of interventions probably works best



What policy approaches do not 
work?



Reducing population coverage is unlikely to 
save much money
• Evidence from US Medicare program 

highlights beneficial effect of 
maintaining coverage over the 
lifecourse

• Coverage for Ukrainian migrants has 
been fairly inexpensive in Estonia

• Less than 1% of public spending on 
health (2022)

• Removing migrants from coverage in 
Spain was ultimately reversed

NEJM, 2007



Co-payments are unlikely to be a good solution, 
especially with already high out-of-pocket 
spending



Co-payments reduce adherence to 
medicines for chronic conditions

Change in adherence after an increase in co-payments for war veterans

Maciejewski et al (2010), American Journal of Managed Care
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https://www.ajmc.com/journals/issue/2010/2010-01-vol16-n01/ajmc_2010janmaciej_web_e20to34?p=2


Finland recently increased co-payments, but 
they face access issues…

• January 2025 increase in primary and specialist user fees

• No automatic exemptions based on income (low-income people must 
apply for social assistance)

• There is a cap covering most services (but it is pretty high, 815 Euros 
as of 2026)

• Consistently among the highest rates of unmet need (on par though 
with Estonia…)



To what 
threshold should 
households be  

held to count as 
catastrophic 
spenders?

<-Poor --------------------------- Rich ->

If you rely on more user charges you need a range of 
protective measures to avoid performance issues

OOP CapsPoor exempt Low-fixed 
copayments

OOP/budget



Sagan & Thomson (2016); survey of VHI in 34 countries
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PHI systematically favours:

Incentivizing private insurance is unlikely to 

save money: insurers are risk averse and 

protect themselves – and it costs you tax 

revenues!!

http://www.euro.who.int/en/health-topics/Health-systems/health-systems-financing/publications/2016/voluntary-health-insurance-in-europe-role-and-regulation-2016


2013: tax subsidies 

for PHI reduced

Ireland: >45% have VHI for faster access to hospitals
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Thomson, Sagan & 

Mossialos (2020)

https://www.euro.who.int/en/health-topics/Health-systems/health-systems-financing/publications/clusters/voluntary-health-insurance/private-health-insurance-history,-politics-and-performance-2020
https://www.euro.who.int/en/health-topics/Health-systems/health-systems-financing/publications/clusters/voluntary-health-insurance/private-health-insurance-history,-politics-and-performance-2020
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Ireland: indiscriminate tax subsidies, 

perverse incentives & blurred 

boundaries skew resources away 

from need 
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https://www.euro.who.int/en/health-topics/Health-systems/health-systems-financing/publications/clusters/voluntary-health-insurance/private-health-insurance-history,-politics-and-performance-2020
https://www.euro.who.int/en/health-topics/Health-systems/health-systems-financing/publications/clusters/voluntary-health-insurance/private-health-insurance-history,-politics-and-performance-2020


Other countries have used the cost-of-living 
crisis to reduce households’ financial burden

•Hospital user charges in 
Ireland

•Voluntary health 
insurance in Slovenia



It is difficult to make cuts and not have 
adverse effects on performance
• You can get rid of low value care

• You can cut some prices or make them grow more slowly

• You can raise some user charges but with lots of protections (so it isn’t 
necessarily going to achieve much)

• You should not cut population coverage

• You should not incentivize private insurance – tax credits reduce public revenues!

• You should not create barriers to services that you want people to use (and that 
they need)

• Question should not be about how to spend less but about how to spend better!
• No increases in prices or volume should be allowed without demonstrably better outcomes
• Final thought: be wary of AI as a solution to sustainability challenges because it is likely to 

increase volume
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