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BRIEF OVERVIEW

The share of total expenditure on health in thesgrdomestic product increased by 0.3
percentage points in 2007 and comprised 5.4%. @akpenditure on health comprised 4.1%
of GDP (3.8% in 2006).

Total expenditure on health increased by almosbRlisn kroons or 23.4% when compared
to the previous year and comprised 13.0 billiorokioin current prices in 2007. This was the
biggest nominal increase in the last eight yeaosalTexpenditure on health also increased at
constant prices — 15.7%, but this increase waslentabn in 2005 and 2006 (36.4% in 2005
and 16.9% in 2006).

Expenditure on health in the public sector incrddse27.3% when compared to the previous
year and comprised 9.8 billion kroons. As usuag, tiajority of public expenditure (84.9%)
was financed from the funds of the Estonian Helalslarance Fund.

The share of the public sector in financing headtlated costs has increased when compared
to the previous year (75.6% in 2007, 73.3% in 2006 growth occurred on account of the
increase in the share of the government’s healplerditure and the share of the expenses of
the Estonian Health Insurance Fund. The shareegbtivate sector has decreased from 26.1%
in 2006 to 23.3% in 2007.

The average expenditure on health per residenstnia in 2007 amounted to 9,664 kroons
(618 EUR), which is 1,847 kroons (118 EUR) morentlmathe previous year.
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INTRODUCTION

This report belongs to the series of repdttzalth Expenditure in Estonia of the National
Institute for Health Developmeland gives an overview of the expenditure on heatthrred

in 2007 and follows a structure similar to the aised in the previous analyses in the series.
The objective of the analysis is to give basic infation about how the health system is
financed through different sources of funding, jdevs of health services and the service
using the methodology developed by the OECD (Osgdinn for Economic Cooperation and
Development) — System of Health Accounts (heregmaie SHA3. Regular reports about
expenditure on health are important as they givea usetter understanding of the health
system in Estonia. These statistics give us ovewvief the resources poured into the
production and consumption of health services amtyxts, and which in their turn
contribute to the development of public health amdfare.

According to SHA, expenditure on health includeshsihealth-related activities as active

treatment, nursing care and rehabilitative seryicesupational health, medicine of the

Defence Forces, health care in prisons and admati@t of health in the public and private

sectors. At the same time, total expenditure otitihéaereinafter the THE) does not include

the expenditure of teaching, health research amdlolement, environmental health and other
services (whose principal activity is not improvernef health). This means that the SHA

definition is restrictive and does not cover theowgces of the health system as a whole.
Those who wish to use the analysis for plannindtheasources must consider the fact that
the analysis only covers expenditure associatetl #w#tonian residents. It means that the
report does not reflect the cost of health servigewided to foreigners and the cost of

medical goods purchased by foreigners.

The analysis consists of three parts: an analysish® health expenditure of Estonia,
international comparison and technical notes. Hies in the first part of the report contain
absolute figures and indicators for 2007, and deien 2006 have often been added for
comparison. Trends of the previous years havelssa considered in the text of the report.

! The Ministry of Social Affairs was responsible fbe analysis before 31 December 2007.
2 The OECD methodology is called the System of Hieaticounts (SHA) and it is used in more than 100
countries.
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The analysis can be used by all institutions andques interested in the sphere of health
funding and by the wider public. We hope that thisterial will give additional information
about how the health system is funded and aboubehéh expenditure in Estonia and helps
to understand the reasons why health expenditwehenged.

The author is grateful to everyone who contributie€ir time, provided information and

helped to prepare this analysis. The organisatidmsse data were used in the analysis are
listed in Chapter 3.3.
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1. ANALYSIS

1.1. Total Expenditure on Health and General Econoig Activity

Economic growth continued in Estonia in 2007, Ihet data of Estonian Statistics (hereinafter
the ES) showed that its speed had become slowe20@7, the gross domestic product
(hereinafter the GDP) of the country increased Bys% at nominal prices and 6.3% at
constant prices (in 2006 by 18.1% and 10.4%, reés@by).

On the level of state, GDP is one of the most irtgadrindicators of economic activity. It is

also used to compare the ratios of different heatfrenditurd on the international level. The

share of THE in GDP is one of the most importadtaators, which in 2007 comprised 5.4%.
Table 1 shows that the ratio of THE to GDP was e&sing in 2000 and 2001, but it has
increased by 0.5% in the subsequent five years.

Table 1. Ratios describing the health system and gross damg®duct at current prices
(million kroons), 2000-2007

2000 2001 2002 2003 2004 2005 2006 2007

THE as % of GDP 5.4 4.9 4.9 5.0 5.2 5.1 5/1 5.4

Public sector 4.1 3.8 3.7 3.9 3.9 3.9 3.8 4.1
health expenditure
as % of GDP

GDP 95,491| 108,218 121,372 136,010 151,012 173,530 0385, 238,929

Data source: ES (GDP), NIHD

Public sector health expenditure is following treme tendency — the ratio dropped from
4.1% in 2000 to 3.7% in 2002. The share of the ipwg@ctor in expenditure on health started
growing again after 2002.

Total expenditure on health at current prices casepr 13 billion kroons in 2007 and their
growth in comparison to 2006 was 2.5 billion kroans23.4% (Table 2). It is the biggest
nominal increase in the THE in the last eight years

® The terms total expenditure on health and expereliin health are used as synonyms in this analysis
Expenses and expenditure are also not differedtiate
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A sudden increase occurred in the actual increAtbeoTHE in 2009, which dropped by
more than a half in the next year. The increaseHi in 2007 at real prices was comparable
to 2006: 15.7% and 16.9%, respectively.

Table 2. Total expenditure on health at current and congtanes, speed of growth, 2000-
2007

At current prices | At constant prices | Nominal increase | Actual increase
Years (thousand kroons) | (thousand kroons) (%) (%)

2000 5,145,500 5,145,500 4.0 .
2001 5,353,800 4,844,364 4.0 -39
2002 5,958,800 4,956,823 11.3 2.3
2003 6,812,166 4,392,008 14.3 -11.4
2004 7,782,648 4,479,081 14.2 2.0
2005 8,787,431 6,107,387 12,9 36.4
2006 10,511,344 7,141,049 19.6 16.9
2007 12,964,34¢ 8,257,249 23.4 15.7

Data source: NIHD

A comparison of the actual increases in GDP and $hi&wvs that THE was increasing more

quickly than the entire economy on an average. Fh&ary increase of healthcare

professionals played an important role in the iaseeof THE. The average gross monthly
salaries of healthcare professionals increaseerfast2007 than the average salary in the

country. The gross salaries of doctors increasedd?o in a year and thereby exceeded the
average salary in the country by 2.1 times. Thargs of other health care professionals also
increased — the salaries of nursing staff increased39.9% and the salaries of carers
increased by 36% over the year [2]. According te HS, the average salary in Estonia
increased by 21% over the same period.

Even though we are used to assessing nationahhesak through the share of THE in GDP,
it does not describe the actual efficiency of tla¢ianal health system. In order to observe
changes, we should compare the health expenditauered in different years with each other
and not compare the relevant indicators with thaisether countries. We have to keep in
mind that all countries are different, their heattire history is different and this means that
the structure of their health systems is also diffie Using the share of THE in GDP for
international comparison means we also have to keemind that different countries
calculate their GDP and THE according to differeethodology.

* The data for 2007 from the repétourly Wages of the National Institute for Health Developmere ased
here. The salaries paid to healthcare professiomaf&rch in the reporting year were used as ttsistfar
calculating the average gross monthly salary oftheare professionals.
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If we want to measure the efficiency of the healystem, we also have to look at illnesses
and other health indicators. For example: how m@ayents were treated, how many times
did patients see doctors with recurring diagnoses; long are the waiting lists, etc. Average
lifetime is also an important indicator.

According to the ES, expenditure on health comprisémost 12.8% of public sector
expenditure, which makes it the third biggest aktaxpenditure after social protection and
education (23.4% and 14.8%, respectively). The eshair healthcare in public sector
expenditure has increased over the years (Figure 1)

Figure 1. Share of the health sector in public sector experej 1997-2007

13.0%

12.8%

12.6% -

12.4%
12.2% ~
12.0% +

11.6% -

11.4%

11.2% ~

11.0%
2000 2001 2002 2003 2004 2005 2006 2007

Data source: ES
Figure: the author
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The data of the ES show that 1,342,409 people lindestonia by the end of 2007, which is

0.2% less than in the previous year (1,344,684)ceSithe population of Estonia is aging
(Figure 2), then it is natural that total expenditan health is growing.

Figure 2. Population according to age groups, 1990, 2007
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Data source: ES
Figure: the author

The average amount spent by the healthcare systemegident in 2007 was 9,664 kroons,
which was 1,847 kroons more than in 2006.

1.2. Health Insurance System

Compulsory health insurance has been applied ionisstsince 1 January 1992. The law
requires all employers to pay social tax for allrkiog people and sole traders (ST) have to
pay social tax on their income themselves. 13% rokg salaries is therefore sent to the
Estonian Health Insurance Fund (hereinafter theHxHirough the Tax Board.
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The people for whom social tax has been paid or e paid it themselves are called
insured persons. Those who are dependent on theeth@ersons or children less than 19
years of age, students, pensioners, maintainedseposho have less than 5 years left until
retirement age and pregnant women from tHB W@ek onwards are called persons equal to
the insured persons.

There are also insured persons in Estonia for whaeral tax is paid by the state.
They are:

- persons on parental leave with children less thgears of age;

- non-working spouses of diplomats and officialgkiteg in foreign missions;
- conscripts serving in the Defence Forces; and

- persons registered as unemployed [7, p. 52].

Estonian health insurance observes the solidaribgiple: the quantity and quality of health
services provided in the case of illness does epedd on the amount of social tax paid for
the specific person.

The right to health insurance does not depend tirenship, but on the place of residence.
The laws of Estonia also allow people residing stoBia to insure their health through
private insurance companies, but this is voluntary.

All people in Estonia have the right to receive egeacy medical care regardless of whether
they have health insurance. Emergency medical waust be provided in situations where
postponing the care or failing to provide it maysa the death of the person in need of
assistance or damage their health permanentlyeXpenses of emergency care are covered
by the state - they are paid by the Ministry ofi8bAffairs.

95.9% of all people in Estonia (1,287,765 peoplejencovered with health insurance at the
end of 2007 (Figure 3, Table 3).
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Figure 3. Population and insured persons in Estonia, 20@J-20
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Data source: ES
Figure: the author

The number of insured persons has increased by §&dple since the end of December
2006 and it has mainly occurred on account of theolute and relative increase of the
number of people equal to the insured persons. shia@e of people covered with health
insurance has increased by almost 3% from 20000@ £3].

Table 3.The number of insured persons, 2006-2007

31.12.2006 31.12.2007 Change (%)
% % 2007/2006

Insured persons 651,141 52.2 672,706 50/9 3.3
Persons having equal status to insured
persons on the basis of contracts 232 <0.1 285 <0.1 22.8
Persons insured by the state 30,663 2.5 31,942 2.4 4,2
Persons having equal status to insured
persons 592,455 45.0 579,418 46/4 -2\2
Persons insured on the basis of
international agreements 3,525 0.3 3,419 0.8 -3.0
TOTAL PERSONS COVERED
WITH HEALTH INSURANCE 1,278,016/ 100.0| 1,287,765 100.0 0.8

Data source: EHIF

2007 was a successful year for healthcare in Estdhe planned income from the health
insurance part of social tax into the budget ofER#F was 10.9 billion kroons.
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Approximately 11 billion kroons was received, whishl,1% more than planned and 24.9%
more than in the previous year [5, p. 26]. The ¢jiyanf health services provided to insured

persons with health service providers was biggan tim 2006. The satisfaction of insured

persons with health services has also improved.géneral economic rise of the state and the
increase in people’s income also contributed tdrtbeease in satisfaction [5, p. 9].

1.3. Sources of Health Funding

The sources of funding for the health system caditeed in three — the public sector, the
private sector and the rest of the world. The mub&ctor is the biggest financing agent of
health expenditure in Estonia. The share of thissin financing THE has remained more
or less stable over time (Figure 4).

Figure 4. Share of the public sector, the private sectorthadest of the world in THE, 1999-
2007

100% 35 0.3 0.0 0.0 0.1 0.5 0.3 0.6 11
(]

19.6 233 | | 222 23.7 229 | |24.0 23.0 | |26.1 23.3
80% - - - - - - - - -

60% - - - - - - - - i

40% || 768 | | 764 | | 778 | | 763 | |770| | 755 | | 76.7 | | 733 | | 756 |

20% - - - | - - | | - .

0%

1999 2000 2001 2002 2003 2004 2005 2006 2007

@ Public sector O Private sector O Rest of the world

Data source: NIHD
Figure: the author

Public sector health expenditure comprised 75.6%H# or 9 billion and 796 million kroons
in 2007 (Table 4). At the same time, the privatetaefinanced 23.3% (3 billion and 21
million kroons) and the rest of the world 1.1% (I#illion kroons) of THE in 2007.
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Table 4.Main sources of health funding, 2006-2007

2006

2007

Change (%)

million kroons

%

million kroons

% 2007/2006

Public sector 7,700 73.3 9,805 75.6 27
Private sector 2,748 26.1 3,021 23.8 9.
Rest of the world 63 0.6 147 1.1 133.
TOTAL 10,511| 100 12,973| 100.0 23.4

Data source: NIHD

The share of the rest of the world in financing engliture on health in Estonia in 2007 was
marginal as usual, even though this share was itfgeedt in comparison of the last eight

years; in 1999, however, it was as high as 3.5%.

The amount of expenditure can also be expressagascentage of GDP. The share of public
sector health expenditure in GDP has been fluctgatiithin the limits of 0.4 percentage

points (from 3.7% to 4.1%). This ratio was 4.192007 (Table 5).

Table 5.Share of main sources of health funding in grogaektic product, 1999-2007

Public sector (%) Private sector (%) Rest of the world (%)

1999 4.7 1.2 0.21

2000 4.1 1.3 0.02

2001 3.8 1.1

2002 3.7 1.2

2003 3.9 1.2 <0.01

2004 3.9 1.3 0.02

2005 3.9 1.2 0.02

2006 3.8 1.3 0.03

2007 4.1 1.3 0.06

Data source: NIHD

The share of private sector health expenditurePGas been a stable 1.3% in the last two

years and the share of the rest of the world deLibl007 in comparison to 2006.
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1.3.1 Public Sector

The public sector is the main source of health fiogndin comparison to the previous year, the
expenditure incurred by the public sector increasgd.11 billion kroons or 27.3%. The
increase in public sector expenditure was the lsigimethe last eight years and occurred on

account of the increase in the expenditure incuposethe EHIF and the Government.

The public sector in its turn consists of threeafioing agents: Government, Local
government (hereinafter LG) and EHIF. The EHIFs biggest financing agent of the sector

with 84.9% (Figure 5).

Figure 5. Division of the sources of public sector fundin§92-2007, %
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Data source: NIHD

Figure: the author

Below, we will take a look at all the financing ag®e of public sector health expenditure

separately.

1) The health expenditure financed by thevernment or from the state budget increased by

280 million kroons or 28.5% in 2007 when compaiethe previous year.
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The exceptionally large increase in expenditure loanexplained with the generally good
economic conditions, which allowed the state te@stumore in healthcare. The increase in the
Government's expenditure on health was also thge#rin the last nine years and
considerably exceeded the increase in the prevdoasomically successful years (25.1% in
2005, 19.0% in 2006). The increase in Governmepemrditure exceeded the increase of the
expenditure incurred by EHIF in 2007 slightly are tshare of the Government in public
sector expenditure had therefore increased by OTi%é.share of Government expenditure
comprised 12.9% of public sector expenditure onltheand 9.7% of THE in 2007.
Expenditure financed by the Government divided leetwministries as follows (Table 6):

Table 6.Health expenditure of ministries, 2006- 2007

2006 2007 Change (%)
thousand thousand

kroons % kroons % 2007/2006
Ministry of Education 3,335 0.3 4,748 0.4 424
Ministry of Justice 57,613 5.9 53,96( 4.3 -6/3
Ministry of Defence 22,698 2.3 50,656 4.0 123|2
Ministry of Environment 478 0.1 363 <0.1 -24.1
Ministry of Culture 57 <0.1 421 <0.1 638.6
Ministry of Economic Affairs and
Communications 1,042 0.1 868 0.1 -16.[7
Ministry of Agriculture 495 0.1 426 <0.1 -13.9
Ministry of Finance 1,027 0.1 1,165 0.1 134
Ministry of the Interior 8,042 0.8 15,264 1.2 89.8
Ministry of Foreign Affairs 202 <0.1 650 0.1 221.8
Ministry of Social Affairs 887,187 90.3 1,133,336 89|8 21.7
TOTAL GOVERNMENT 982,176 100.0 1,261,856 100.0 28.5

Data source: NIHD

The highest increase in expenditure in percentagest occurred in the expenditure on health
of the Ministry of Culture and the Ministry of Faga Affairs (645.5% and 221.8%,
respectively). The increase in the expenditurenefMinistry of Culture can be explained by
better coverage of the divisions of the Ministry Gllture rather than an increase of
expenditure in its area of administration. Simjtarb the Ministry of Foreign Affairs, the
share of this ministry in total Government expemditwas so small that this increase did not
have a significant impact on the absolute incréatske THE of the Government. One of the
biggest increases in THE occurred in the MinistfyDefence whose expenditure increased
more than twice in comparison to 2006.
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At the same time, we can see that the Ministryustide, the Ministry of Environment, the
Ministry of Economic Affairs and Communications ati Ministry of Agriculture reduced
their expenditure on health.

As usual, the expenditure of the Ministry of Sodidfairs comprised the biggest share of
expenditure on health with 89.8%. The share ofMeistry of Social Affairs in THE has
remained rather stable or the expenditure of theidtty of Social Affairs increased at the
same speed as the total expenditure on healtheofGttwvernment. The Ministry of Social
Affairs financed the following health services 005 and 2007 (Table 7):

Table 7.Health services funded by the Ministry of Sociafafs in 2006-2007

2006 2007 Change (%)
thousand thousand
kroons % kroons % 2007/2006
ACTIVE TREATMENT 102,006 11.0 108,18b 95 6l1
REHABILITATION 39 0.0 1 0.0 -97.4
NURSING CARE 147,308 17.0 190,496 16/8 29.3
ANCILLARY HEALTH SERVICES 242,755 27.0 334,51p 295 37.8
incl. emergency medical care 228,651 26.0 334,51 29/5 46.3
MEDICAL PRODUCTS 115,125 13.0 126,290 112 9.7
incl. medicines 7,660 1.0 8,335 0.7 8.8
PREVENTION AND PUBLIC
HEALTH 102,517 12.0 162,444 14]3 58.5
Prevention of infectious diseases 74,240 8.0 116,461 103 56|9
Prevention of non-infectious
diseases 27,386 3.0 44,192 3.9 614
HEALTH ADMINISTRATION
AND HEALTH INSURANCE 122,513 14.0 159,000 14)0 29.8
CAPITAL FORMATION 54,924 6.0 52,409 4.5 -416
TOTAL 887,187 100.0| 1,133,336/ 100.0 27.7

Data source: NIHD

The main duties of the Ministry of Social Affairs the area of health are:
- regulation and management of the national hesgikem;

- promotion of public health;

- financing emergency medical care;

- financing emergency medical care of uninsuredqes.

As usual, ancillary services or emergency medicale chad the biggest share in the
expenditure of the Ministry of Social Affairs (294). Expenditure on prevention underwent
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the fastest increase (58.5%) — expenditure on ptere of non-infectious and infectious
diseases has grown. Development of the followirgisters and public health programmes
was funded in 2007:

- Estonian Medical Birth Register and Pregnancymieation Database
- National HIV and AIDS Strategy for 2006 to 2015

- National Programme for Prevention of Tuberculosis

- National Health Programme for Children and Y otsgpple

- National Strategy for Prevention of Drug Addictiontil 2012;
- Public Health Programme

- National Cancer Strategy for 2007 to 2015

- Strategy for Prevention of Cardiovascular Disease

- Cancer Register

- National Strategy for Prevention of Injuries

- Drug Monitoring Centre

Financing of active treatment services, which ia tase of the Ministry of Social Affairs
usually covers benefits to people without healtsurance, increased only by 6.1% in
comparison to the previous year, which remains vbelbe general speed at which the
expenditure on health of the Ministry of Social &f6 has increased. At the same time,
expenditure on emergency medical care (46.3%) ase@ faster than the average and
expenditure on nursing care and health administra{9.3% and 29.8%, respectively)
increased at a speed that is comparable to thegeesf the Ministry of Social Affairs.
Capital formation and expenditure on rehabilitatitmtreased in absolute figures. In total, the
health expenditure of the Ministry of Social Aff@increased by 246 million kroons or 27.7%
when compared to the previous year.

The health expenditure of the Government incredse@8.5% in 2007 when compared to
2006 (Table 8, Figure 6).
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Table 8.Health services funded by the Government in 200720

2006 2007 Change (%)
thousand thousand
kroons % kroons % | 2007/2006
ACTIVE TREATMENT 134 882 13,7 137 01Pp 10/9 1,6
REHABILITATION 2448 0,2 2 849 0,2 16,4
NURSING CARE 147 308 15,0 190495 13,1 29,3
ANCILLARY HEALTH SERVICES 250512 25,4 343880 27,3 37,3
incl. emergency medical care 228684 28,3 3345956,5 p 46,3
MEDICAL PRODUCTS 133 682 13,6 169430 13,4 26,7
incl. medicines 18 793 10 24 290 1,9 29,3
PREVENTION AND PUBLIC
HEALTH 109 067 11,1 17418y 13,8 59,7
Prevention of infectious diseases 74 276 7,6 13|52 9,2 56,9
Prevention of non-infectious diseases 27 3887 2,8 8015 3,6 67,2
HEALTH ADMINISTRATION AND
HEALTH INSURANCE 149 324 15,2 191 559 15,2 28,3
CAPITAL FORMATION 54 953 5,6 52 437 4.p -4/6
TOTAL 982 177| 100,0| 1261856/ 100,0 28,5

Data source: NIHD

The main increase occurred on account of the iger@athe expenditure of the Ministry of
Social Affairs. Government expenditure on emergamegical care and prevention increased
by 46.3% and 59.7%, respectively. Financing of tehgormation decreased both relatively
and absolutely. The majority of capital formatioashbeen calculated as part of health
services (health services financed by the NHIDg&si2003 and therefore cannot be separately
highlighted.
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Figure 6. Health services funded by the Government in 2007
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Data source: NIHD
Figure: the author

Below, we take a look at the Government’s expemeiaiccording to health service providers.
Pursuant to the methodology, we will discassrent expenditure (total expenditure minus
capital formation) further in this report.

The Government’s capital formation in 2007 commige2% of the total expenditure on
health. This means that current expenditure cora@rés.8% of the total expenditure of the
Government or 1.21 billion kroons. The current exgppure of the Government according to
health service providers was as follows (Table 9):
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Table 9.Current expenditure of the Government by healthisemproviders, 2006-2007

2006 2007 Change (%)
thousand thousand
kroons % kroons % 2007/2006
HOSPITALS 126,132 13.6 117,401 9.7 -6.9
NURSING CARE INSTITUTIONS 146,54% 15.8 190,490 1%.8 30.0
PROVIDERS OF OUTPATIENT
CURATIVE CARE 269,227 29.0 376,076 3141 39.7
incl. support to emergency medical
care 228,684 24.7 334,595 21.7 46.3
SUPPLIERS OF MEDICAL
PRODUCTS 133,682 144 169,430 14.0 26.7
incl. pharmacies 18,798 210 24,290 20 29.3
opticians 5,19(¢ 0.6 6,26Q 0|5 20.7
Other suppliers of medicines and
medical goods 109,699 11.8 138,878 115 26.6
ORGANISATION OF PUBLIC
HEALTH PROGRAMMES 100,380 10.8 159,856 13)2 59.3
INSTITUTIONS DEALING WITH
GENERAL HEALTH CARE
ADMINISTRATION 149,324 16.1 191,559 158 283
OTHER BRANCHES OF
ACTIVITY (incl. schools) 1,934 0.2 4,606 0.4 1382
TOTAL 927,223 100.0 1,209,419| 100.0 30.4

Data source: NIHD

Similarly to the previous year, the largest amaoinGovernment money planned for health
care was used on the services offered by outpatierdtive care providers in 2007. The
biggest increase in percentages occurred in thenghjure of the organisers of public health
programmes (59.3%).

Almost all health service providers received momney from the Government in 2007 than
in the previous year (Figure 7).
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Figure 7. Current expenditure of the Government accordingealth service providers, 2006-
2007, million kroons
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Data source: NIHD
Figure: the author

The expenditure incurred through the organiserguliic health programmes and providers
of outpatient curative care increased considergb8/3% and 39.7%, respectively). The
amount spent through hospitals was 6.9% smallenwbepared to 2006.

2) The expenditure on health financed from the budgétkocal governmentsin 2007
comprised 2.2% of public sector health expendi{@rg% in 2006) or 1.7% of THE (1.8% in
2006) (Figure 5). Expenses covered from the budyfelt$ss decreased by 26 million kroons
in 2007 when compared to the previous year.

The total increase in the expenditure on healthGd was 13.8% and occurred on account of
the expenditure on nursing care (Table 10). Theesbhsaid expenditure in the THE of LGs

increased by 78.7% over the year and comprisedilibmkroons in 2007. This increase can

be explained with the changes made in the methggiabcalculating expenditure on nursing

care. Similarly to central Government expenditutee share of ancillary health services

(emergency medical care) had increased considenalie expenditure of LGs (Government

— 37.3%, LGs — 51.3%). Active treatment servicesymased the biggest share of the total
expenditure of LGs, but the amount spent on itd@72is relatively small when compared to

the previous year. The increase in expenditure @iatective treatment services in 2007 was
modest in comparison to 2006 — 7.9%.
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The absolute increase in the expenditure madeeatntient services from the budgets of LGs
is 6 million kroons. Both relative and absolute r@ase occurred in the areas of health
administration and prevention.

Table 10.Health services funded by local governments, 200672

2006 2007 Change (%)
thousand thousand

kroons % kroons % | 2007/2006
ACTIVE TREATMENT 80,782| 42.3 87,187y 40{1 719
NURSING CARE 23,121 12.1 41,310 190 78.7
ANCILLARY MEDICAL SERVICES
(emergency medical care) 1,447 0.8 2,189 1.0 51.3
MEDICAL PRODUCTS 9,632 5.0 9,77p 4/5 15
PREVENTION 916 0.5 474 0.2 -483
HEALTH ADMINISTRATION 44,738| 234 43,624  20.1 -215
CAPITAL FORMATION 30,394 15.9 32,878 1511 8|2
TOTAL 191,029| 100.0 217,431| 100.0 13.8

Data source: NIHD

Unlike the years 2005 and 2006, the majority of dcherent expenditure of LGs in 2007 was
spent on outpatient curative care providers — 3q'68ble 11).

Table 11.Current expenditure of the local governments adngrtb health service providers,
2006-2007

2006 2007 Change (%)
thousand thousand

kroons % kroons % | 2007/2006
HOSPITALS 38,859 24.2 21,905 119 -43(6
NURSING CARE INSTITUTIONS 23,121 144 41,310 224 8.7
PROVIDERS OF OUTPATIENT CURATIVE
CARE 43,369 27.0 67,471  36.6 556
SUPPLIERS OF MEDICAL PRODUCTS 9,632 6.0 9,775 5.3 51
ORGANISATION OF PUBLIC HEALTH
PROGRAMMES 916 0.6 474 0.3 -48.8
GENERAL HEALTH ADMINISTRATION 44,738 27.9 43,624 X3 -2.5
TOTAL 160,635| 100.0 184,558| 100.0 14.9

Data source: NIHD

The biggest increase in percentage terms occumnreékei amounts allocated to nursing care
institutions. At the same time, expenditure on Iitasp and organisation of public health
programmes has decreased considerably.
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3) The National Health Insurance Fund continues to be the biggest financing agent of
health expenditure. The expenditure incurred byBR#F in 2007 comprised 84.9% of all
public sector expenditure (Figure 5). At the sameef the share of the EHIF in the total
public sector expenditure is one of the lowesthi@ flast nine years. The expenditure of the
EHIF also comprised most of the THE — 64.2% (62ih%92006). The expenditure incurred
from the budget of the EHIF increased by 1.8 hillikroons or 27.8% in 2007 when
compared to 2006 (Table 12).

Table 12.Health services funded by the Estonian Health kst Fund, 2006-2007

2006 2007 Change (%)
thousand thousand
kroons % kroons % 2007/2006
ACTIVE TREATMENT 4,552,921 69.8 5,849,6Q7 70.3 28.5
incl. hospitalisation 2,720,57p 4117 3,317,395 39.8 21.9
day cases of curative care 186,210 2.9 257,256 3.1 38.2
outpatient curative care 1,621,287 24.8 2,243,040 6.9 P 38.3
incl. dental care 270,096 4.1 329,290 40 2119
home treatment 24,852 0}4 31,916 D.4 28.4
REHABILITATION 78,516 1.2 113,412 1.4 444
NURSING CARE 132,386 2.0 189,267 2.3 43.0
ANCILLARY HEALTH SERVICES 586,182 9.0 810,639 9|7 8.3
MEDICAL PRODUCTS 999,450 15.8 1,164,897 14.0 16.6
incl. prescription medicines 966,796 14.8 1,120,55913.5 15.9
other medical goods 21,163 0.3 31,900 0.4 50.7
PREVENTION 90,238 1.4 102,836 1{2 14.0
HEALTH ADMINISTRATION 87,044 1.3 95,137 11 9.8
TOTAL 6,526,737| 100.0 8,325,790| 100.0 27.6

Data source: NIHD

The price of EHIF health services also includesitahjiormation, i.e. the EHIF does not
finance capital formation directly. This means ttiet total expenditure of the EHIF coincides
with current expenditure. The budgetary expenditofehe EHIF also differs from total
expenditure, because the calculation of total edipere does not include allocations into the
reserve fund of the EHIF or monetary benefits assed with health (e.g. sickness benefits).

Expenditure on active treatment comprises the Isigghare of EHIF expenditure and its
share in total EHIF expenditure has not changediderably over the year. However, a
structural change can be noticed in the serviciiadaunder active treatment. According to
the trend that can also be observed on the inien@tscale, the share of health services
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provided by the EHIF to outpatients has increasadstvthe share of inpatient services has
decreased [5, p. 30]. EHIF expenditure on hospigatment in 2007 was 597 million kroons
more than in the previous year and its share &l #HIF expenditure decreased by 1.9% to
39.8%. Expenditure on outpatient curative careihasased by 622 million kroons and its
share in total EHIF expenditure increased by 2.04%6&.9%. Similarly to outpatient curative
care, the increase in expenditure on day casesrafive care incurred by the EHIF is higher
than the average. This tendency may refer to hdakbrance funds being used more
efficiently with more and more services providedside hospitals or in the form of outpatient
or day cases of curative care. This makes it plessd treat more patients with the same
amount of resources as treatment of hospitalisééra is generally more expensive than
outpatient and day cases of curative care [5, .9 the other hand, this tendency may lead
to the situation where inpatient curative care dlfinanced more by the private sector.

Data for 2007 show that whilst the share of ougmdtcurative care is increasing in the use of
health insurance funds, the private sector spermte and more on inpatient services and less
on outpatient services. Private sector health edipae has been described in greater detail in
Chapter 1.3.2.

The expenditure of the EHIF on prevention has iased by 14.0% or 13 million kroons in a
year. Prevention covers prevention of diseaseshaatth promotion, and the EHIF deals with
the latter through project work. The activitiestioé 14 projects launched in 2006 continued in
2007 and 37 new projects were also launched.

Health promotion expenditure comprised 13 millimedas in 2007. The health prevention
activities planned for achievement of the goalsaieas of primary importance was aimed
mainly at two target groups: schoolchildren and lagduvho included pregnant women,
parents and patients with (chronic) illnesses [%19).

All services funded by the EHIF increased in 2@xXpenditure on day cases of curative care,
outpatient curative care, rehabilitative and nugsiare, other medical services and ancillary
health services has increased considerably fdstarthe average (27.6%).

The total amount of medicines compensated to idlspersons in 2007 was 1.12 billion
kroons. Expenditure on prescription medicines iaseel by 154 million kroons when

compared to the previous year.

The health of mothers and children and attemptomgntrease the birth rate is becoming
increasingly more important in the situation whéne population is aging fast. The state
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supporting infertility treatment is one measurd tten be used to improve the situation. Until
2007, the performance of infertility treatment prdares was restricted by the fact that they
were financed with the treatment funds of the EHR.allocation for this purpose was made
from the state budget in 2007 and transferred thiréc the EHIF. Pursuant to the contract
entered into by the EHIF and the Ministry of Socisffairs, IVF procedures were
compensated in 2007 from the funds allocated fisr plarpose from the state budget to the
extent of 70% of the total cost of the service ambryo transplants to the extent of 100% for
up to three times for women up to 40 years of age. total cost of IVF and medicines may
amount to 40 thousand kroons per procedure. 1,188e@dures were performed in 2007,
which is almost twice as much as two years aga [i-Jl]. A total of 25 million kroons have
been spent on compensating infertility treatment mxedicines according to the state budget
execution report (Table 13).

Table 13.Infertility treatment and compensation of mediciri&307

2007
thousand kroon %
Compensation of infertility treatment 12,173 48.8
Compensation of infertility medicines 12,768 51.2
TOTAL 24,941 100.0

Data source: State Treasury

The majority of the EHIF funds was spent througbkgitals and they comprised 5.39 billion
kroons in 2007, which is approximately 1.2 billikioons or 28.5% more than in the previous
year (Table 14).
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Table 14. Current expenditure of the Estonian Health InsugaRund according to health
service providers, 2006-2007

2006 2007 Change (%)
thousand thousand
kroons % kroons % | 2007/2006
HOSPITALS 4,192,371 64.2 5,388,585 64.7 2B.5
NURSING CARE INSTITUTIONS 11,061 0.2 15,549 0.2 40.6
PROVIDERS OF OUTPATIENT
CURATIVE CARE 1,140,118 17.5 1,550,051 18.6 36.0
SUPPLIERS OF MEDICAL
PRODUCTS 999,45( 158 1,164,897 14.0 16.6
incl. pharmacies 966,796 14(8 1,164,897 14.0 20.5
ORGANISATION OF PUBLIC
HEALTH PROGRAMMES 90,238 1.4 102,836 1.2 14.0
GENERAL HEALTH
ADMINISTRATION 87,044 1.3 95,132 1.1 9.3
REST OF THE WORLD 6,45% 0.1 8,740 0.1 35.4
TOTAL 6,526,737 100 8,325,790 100.0 27.6

Data source: NIHD

Expenditure on financing providers of outpatientative care has increased considerably.
The expenditure aimed at them comprised approxignatee-fifth of the total expenditure of
the EHIF in 2007 (18.6%) and increased by 36.0% ole year, comprising 1.55 billion
kroons. The share of curative care expenditurerireduabroad in EHIF expenditure remained
small in 2007 (0.1%), but did increase by 35.4%dmparison to 2006.

1.3.2 Private sector

Health care institutions can also offer patientaltieservices for a charge and collect co-
payments for some services compensated by the BHPfiFate sector health expenditure
increased by 272 million kroons or 9.9% when corae@do the previous year. This is a rather
modest increase in comparison to previous years9¥35in 2006, 19.5% in 2005).
Irrespective of the fast increase of private seetqrenditure in absolute figures, the share of
the private sector in THE in 2007 dropped to thesllef 2005 and comprised 23.3% (26.1%
in 2006) (Figure 4). This relative decrease imptlest expenditure in the public sector grew
even faster than in the private sector.
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The private sector consists of four different fio@ns: private insurance, non-profit
organisations (hereinafter NPO) and private pedpbst-sharing by people). Similarly to
previous years, cost-sharing by people represdmts biggest share of private sector
expenditure (94.1%) (Table 15). The share of honisshhas decreased and the share of
expenditure of companies has increased somewltainiparison to 2006 (2.8% in 2006 and
4.6% in 2007). Household expenditure in 2007 tethl2.84 billion kroons (2.64 billion
kroons in 2006). The increase in private sectoeadpure in 2007 occurred on account of the
increase in cost-sharing by people, private instgaend private companies. However, the
share of the last two sources of financing in tetgdenditure was relatively small.

Table 15.Division of expenditure on health in the privatetse, 2006-2007

2006 2007 Change (%)
thousand kroon; % | thousand kroonf % 2007/2006
PRIVATE INSURANCE 31,101 1.1 37,830 13 21.6
COST-SHARING BY PEOPLE 2,637,453 96[.0 2,841,909 194. 7.8
NON-PROFIT ORGANISATIONS 3,217 0.1 3,293 0.1 2.4
PRIVATE COMPANIES 76,398 2.8 137,57 4.6 80.1
TOTAL PRIVATE SECTOR 2,748,169| 100.0 3,020,599| 100.0 9.9

Data source: NIHD

Non-profit organisations, whose most remarkableaggntative in Estonia is the Estonian
Red Cross, spent almost as much on health in 20@7eg did in the previous year. However,
the division of financed services has changed arsieThe amounts of money aimed for the
prevention of non-infectious diseases started twadese in 2005. They totalled 1 million and
33 thousand kroons in 2007. However, the amoumsgaiat school health and prevention of
infectious diseases increased (by 741 and 694 éimolusroons, respectively).

The private sector spent a total of 3.02 billiondas on health in 2007, which is 272 million

kroons or 9.9% more than in the previous year (@4alfl). The increase occurred on account
of expenditure on medical products, whose sharprivate sector expenditure is still the

biggest (64.0%). Expenditure on rehabilitative cdras increased considerably. This

expenditure increased by 100 million kroons or 93i4 a year. Private sector expenditure on
health administration has increased almost fiveesimmainly due to the increase in private
insurance expenditure, but it still comprises oalyninute share of the total private sector
expenditure in 2007.
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Expenditure on nursing care and ancillary healtiwises has decreased both in relative and
absolute terms. The last decrease was caused legraade in household expenditure on
radiological tests with the general amount sperdreising more than twice in a year.

Expenditure on nursing care has decreased by li.4@mparison to the previous year. This

change can rather be explained by the changesim#éthodology used to calculate nursing
care expenditure than an actual change in the elxpe®.

Table 16.Health services funded by the private sector in622007

2006 2007 Change (%)
thousand thousand

kroons % kroons % 2007/2006
ACTIVE TREATMENT 672,541 24.5 686,927 227 2.1
REHABILITATION 187,587 6.8 287,71( 9.5 53/4
NURSING CARE 66,879 2.4 59,953 2,0 -10.4
ANCILLARY HEALTH SERVICES 84,807 3.1 81,972 27 3
MEDICAL PRODUCTS (incl.
medicines) 1,710,031 62.2 1,875,107 62.1 9.7
PREVENTION AND PUBLIC
HEALTH 26,259 1.0 28,560 0.p 8.8
HEALTH ADMINISTRATION
AND HEALTH INSURANCE 65 <0.1 371 <0.1 470.8
TOTAL 2,748,169 100.0| 3,020,599 100 9.9

Data source: NIHD

Similarly to the previous year, most of the moneythe private sector was spent through
providers of outpatient curative care and supplnnedical products, mainly pharmacies, in
2007 (Table 17).
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Table 17. Current expenditure of the private sector accordmdnealth service providers,

2006-2007
2006 2007 Change (%)
thousand thousand
kroons % kroons % 2007/2006
HOSPITALS 234,023 8.% 356,085 11.8 52.2
NURSING CARE INSTITUTIONS 66,879 2.4 59,785 2.0 A0
PROVIDERS OF OUTPATIENT
CURATIVE CARE 733,235 26.7 726,517 241 -0.9
SUPPLIERS OF MEDICAL
PRODUCTS 1,710,031 62.2 1,875,107 62.1 9.7
incl. pharmacies 1,488,114 54.1 1,619,099 53.6 8.8
opticians 160,664 5.8 212,028 7.0 32.0
ORGANISATION OF PUBLIC
HEALTH PROGRAMMES 3,294 0.1 2,028 01 -38.6
OTHER BRANCHES OF ACTIVITY 642 0. 371 0.0 -42|2
GENERAL HEALTH
ADMINISTRATION 65 0.0 741 0.0 1040.0
100.
TOTAL 2,748,169 100.0| 3,020,599 0 9.9

Data source: NIHD

Below, we give a breakdown of all private sectoraficing agents and take a look at how
much each of them spent on health services (Ta)le 1

Table 18.Private sector expenditure by health services andces of funding, 2007

TOTAL
Cast-sharing by Non-profit PRIVATE
Private insurance people organisations Private companies SECTOR
thousand thousand thousand thousand thousand
kroons % kroons % kroons % kroons % kroons %
Active treatment 32,373 85.6 654,554 238.0 - - ... 686,927| 22.7
Rehabilitation 1,310 3.5 286,400 10.1 - - . 287,710 9.5
Nursing care 309 0.8 59,446 2.1 1P8 5.0 - - 59,953 2.0
Ancillary health
services 27 0.1 81,945 2|9 - - .. 81,972 2.7
Medical products 3,496 9.2 1,759,564 61.9 - - 14@ 0 81.4| 1,875,107 62.1
Prevention 4 <0.1 3,03b 92|12 25,5P1 18.6 28,560 0.9
Health
administration and
health insurance 311 0.8 60 1.8 371| <0.1
TOTAL 37,830| 100.0| 2,841,909/ 100.0 3,293| 100.0 137,567| 100.0| 3,020,599/ 100.0

Data source: NIHD
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1) Private insurancemeans all private insurance companies apart frocraksecurity,
i.e. alternative insurance to the EHIF. Privateurasce expenditure covers separate health
insurance and the part of health in travel and mibiied party liability insurance.

The expenditure of insurance companies has beeunlatdd as part of total expenditure since
2004. The expenditure on health of insurance compalmas increased by more than five
times in the last four years (Figure 8). The casicture, however, has remained relatively
stable.

Figure 8. Expenditure of insurance companies, 2004-2007iomikroons
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Data source: NIHD
Figure: the author

The share of the health expenditure of privaterarste in 2007 comprised 1.3% of private
sector expenditure (Table 15). Private insuraneatsime most on active treatment services in
2007 — 85.6% of the total health expenditure obgig insurance. The majority of this was
spent on treatment of hospitalised patients (82.1%)

2) The share ofost-sharing by peopl@in private sector expenditure on health was the
highest also in 2007, as expected — 94.1% (96.09206), comprising 21.9% of THE
(25.1% in 2006) (Table 15). The share of cost-sigaby people in THE therefore decreased

® The terms cost-sharing by people and householthreependiture have been used in parallel inahislysis.
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by 3.2% over the year. As mentioned before, theedse in this ratio when compared to
2006 may imply that the increase in expendituréealth in the public sector was faster than
the increase of private sector expenditure (putdictor — 27.2%, cost-sharing by people —
7.8%). The expenditure of households has incredse@04 million kroons in absolute
figures. It was the lowest increase in cost-shabpgeople since 2001.

Expenditure on medical products (61.9%), incl. cedinines, comprises the biggest group of
expenditure in household expenditure on health.sdbalds spent more than one-third or
37.1% of their health expenditure on prescriptioedinines and 14.3% on OTC medicines.
Considering the population of Estonia, we can kay on an average, each person spent 1,088
kroons or approximately 100 kroons per month onionegs in 2007.

Table 19.Cost-sharing according to health services, 20062200

2006 2007 Change (%)
thousand thousand
kroons % kroons % 2007/2006
ACTIVE TREATMENT 649,192 24.6 654,55/ 23|0 0.8
incl. treatment of hospitalised
patients 27,794 1.1 37,319 1.3 34.3
Outpatient curative care 621,396 23.6 617,235 21.7 -0.7
incl. dental care 534,746 20}3 543,880 1p.1 1.7
REHABILITATION 187,166 7.1 286,40( 10.0 53|0
NURSING CARE 65,137 2.5 59,446 211 -8.7
ANCILLARY HEALTH
SERVICES 84,804 3.2 81,945 2.9 -3.4
MEDICAL PRODUCTS 1,651,154 62.5 1,759,564 61.9 6.6
incl. prescription medicines 964,821 36.6 1,054,794 37.1 9.3
OTC medicines 407,958 15/5 405,544 14.3 {0.6
Glasses and other vision aid$ 160,664 6.1 212|014 5|7 32.0
TOTAL 2,637,453 100.0 2,841,909 100.0 7.8

Data source: NIHD

Active treatment services are another large casmtigin the health budget of households —
people spent 655 million kroons or 23.0% of totadtesharing by people on these.

Dental care comprises the biggest share of actea&trent services and the EHIF does
generally not compensate adults for this. At theesdaime, the increase in expenditure on
dental care was modest — 1.7% in comparison t0.2006

It is important to note the circumstance that hbossexpenditure on outpatient curative care
has decreased over year whilst expenditure orr¢la¢gntent of hospitalised patients increased
both in the absolute amount as well as the shaedl imousehold expenditure. The tendency
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that can be noticed in public sector and EHIF edpgare is completely the opposite —
patients are financing more and more of inpatienative care (Table 12).

People started spending considerably more on raséibn. This expenditure totalled 286
million kroons in 2007 (187 million kroons in 2006)

Cost-sharing expenditure comprised 2,117 kroonsgsdent in 2007. The same indicator in
2006 was 1,961 kroons (Figure 9).

Figure 9. Coast-sharing per capita, 1999-2007, kroons
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Figure 10 illustrates the ratio of the health expeme of Estonian households to total
household expenditure.
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Figure 10.Share of expenditure on health of one householdbeemtotal expenditure of
one household member per month, 1999-2007
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In absolute figures, expenditure on health hasesm®d by approximately four times in the
last eight years. The share of expenditure on Imealtotal expenditure of one household
increased considerably — from 2.0% in 1999 to 3u6%007. The indicator was the highest in
2006 — 4.0%. The share of expenditure on healtheliatively small in comparison to
expenditure on food and housing (in 2007, 24.6%1h@%, respectively), which are the two
largest groups of expenditure for households.

Private persons spent most on medical products Migians that they financed suppliers of
medical products (1.76 billion kroons or 61.9%) etitan any others (Table 20).

DHS 37



Health Expenditure in Estonia, 2007

Table 20.Cost-sharing according to providers of health & 2006-2007

2006 2007 Change (%)
thousand thousand
kroons % kroons % 2007/2006
HOSPITALS 214,962 8.2 323,719 114 50.6
NURSING CARE INSTITUTIONS 65,137 25 59,446 2.1 -8.7
PROVIDERS OF OUTPATIENT
CURATIVE CARE 706,200| 26.8 699,180 24.6 -1.0
incl. dental care centres 534,746 20.3 543,880 19.1 1.7
SUPPLIERS OF MEDICAL
PRODUCTS 1,651,154 62.6 1,759,564 61.9 6.6
incl. pharmacies 1,429,237 54,2 1,503,570 52.9 5.2
opticians 160,664 6.1 212,014 7.5 32.0
Other suppliers of medicines anc
medical goods 61,253 2.3 43,980 15 -28.2
TOTAL 2,637,453 100.0| 2,841,909 100.0 7.8

Data source: NIHD

Most of this was spent through pharmacies likehim previous year. Financing of outpatient
curative care providers by households decreased7 byillion kroons or 1.0% with
expenditure on dental care providers increasinigeramodestly (1.7%). Expenditure on the
services of hospitals increased considerably more.

3) The expenditure on health pfivate companiescomprised 4.6% of private sector
expenditure and 1.1% of total expenditure on he@tt2006, 2.8% and 0.7%, respectively)
(Table 15). The expenditure of private companies ihareased considerably in the last two
years when compared to previous years. Expendifupeivate companies in 2007 comprised
138 million kroons in absolute figures.

The health expenditure incurred by companies frbeair town income, incl. the expenses of
the mandatory medical examinations of employeddedicover Eesti AS, are shown under
private companies. Private companies mainly spenO®C medicines and prevention or
occupational health. The expenditure incurred orCQOiedicines amounted to 112 million
kroons and comprised 81.4% of the total health edipere of private companies, and 26
million kroons or 18.6% was spent on occupatiorslthn (Table 18).
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1.3.3 Rest of the world

The share of foreign funding of health care in Bgtas not particularly high. In 1999, it
comprised 3.5% of THE and dropped to almost zer20iil. Financing of THE from foreign
sources increased constantly since 2004 and antbtovtet7 million kroons or 1.1% of THE
in 2007. In 2007, the majority of the funds (108liwm kroons or 72.2% of total expenditure
of the rest of the world) was invested into theelegment of the hospital network, which
was outdated and in need of renewal, using thesfuadeived from the European Regional
Development Fund.

Funding from foreign sources has mainly been useth’estments into human resources and
technology and also to cover operating expense200v, foreign aid was received for
prevention and public health, incl. infectious amdn-infectious disease prevention,
programmes (40 million or 27% and 763 thousand mksoor 0.5% of the total health
expenditure of the rest of the world, respectivedp6 thousand kroons or 0.6% of the funds
received from foreign sources was spent on the ganant of the health system on the
general government level. Loans are not considasquhrt of foreign funding.
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1.4. Health service providers

Until now, we took a look at health expenditureaadang to sources of funding. In order to
obtain a better picture of health service expeméiand providers of such services over years,
we will look at these categories separately.

1,309 independent health care institutions operatdtstonia at the end of 2007. Health care
institutions can be classified in several ways.yThave been classified according to services
in this analysis. Provision of inpatient healthvgezs has been considered the most important
in determining the type of a service: if an ingtdn provides inpatient services, it is classified
as a hospital regardless of its other servicesvi®eos of outpatient and day curative care
have been classified according to the principaliseror the service the provision of which
comprises the biggest part of the institution’s kv@ccording to this, institutions are divided
into general medical care, specialised medical, chretal care and other institutions.

57 hospitals, 733 outpatient institutions, 446 dealinics and 73 other institutions operated
in Estonia in end of 2007 pursuant to the abovssdiaation. Outpatient institutions included
488 general and 245 special medical care instrigtionost of the general medical care
institutions were offices of GP — 476. Other ingtdns divided as follows: 5 emergency
medical care and 35 rehabilitation institutionsn&titutions that provide diagnostics services
and 22 nursing care institutions.

The number of hospitals stabilised by 2002 alresuty 57 hospitals were operating in Estonia
at the end of 2007. The classification of hospitalslefined in the Health Care Services
Organisation Act, which stipulates that a hospgaither a regional hospital, central hospital,
general hospital, local hospital, specialised hagpiehabilitation hospital or nursing hospital.

There were 3 regional hospitals, 4 central hospithl general hospitals, 6 local hospitals, 9
specialised hospitals, 3 rehabilitation hospitald a1 nursing hospitals in Estonia at the end
of 2007.

The Estonian health system focuses on hospitalsaetiek treatment services. Hospitals use
most of the resources of the health system andinetih@ major service providers (46.0% of
current expenditure). They are followed by retailef medical goods and other suppliers of
medical products (25.2%) and providers of outpatsenvices (21.3%) (Figure 21).
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Table 21.Total expenditure on health according to providdérsealth services, 2006-2007

2006 2007 Change (%)
thousand thousand

kroons % kroons % 2007/2006
HOSPITALS 4,591,385 44.1 5,908,917 46.0 2B8.2
NURSING CARE INSTITUTIONS 247,606 2.4 307,104 2.4 24.0
PROVIDERS OF OUTPATIENT
CURATIVE CARE 2,186,080 21.0 2,720,115 21.3 24.4
RETAIL SALE AND OTHER
SUPPLIERS OF MEDICAL
PRODUCTS 2,852,795 27.4| 3,219,210 25.2 12.8
SUPPLYING WITH PUBLIC
HEALTH PROGRAMMES 234,081 2.2 305,941 2.4 30.7
GENERAL HEALTH
ADMINISTRATION 284,647 2.7 331,642 2.6 16.5
OTHER BRANCHES OF ACTIVITY 2,576 <0.1 5,34{7 <01 76
REST OF THE WORLD 6,45% 0.1 8,740 0.1 35.4
TOTAL 10,405,625 100.0| 12,782,076/ 100.0 22.8

Data source: NIHD

The share of expenditure incurred through hospltatsincreased by 2.1% in comparison to
the previous year and the share of outpatient iseratre providers has remained on almost
the same level. Health administration expendituse a@ecreased, mainly as a result of the
decrease in the operating expenses of the EHIFar@sgtion of public health programmes

has remained on more or less the same level ilaghéour years (Figure 11).
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Figure 11.Shares of health service providers, 2004-2007
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The share of medical expenses incurred abroadperehture on health increased by 35.4%
in comparison to 2006 and comprised 9 million ki®am 2007. The EHIF paid for the tests
and treatment of 78 persons in foreign countrie2d@7 (59 persons in 2006). The share of
medical expenses incurred abroad remains sma#ojOrtespective of the increase in 2007.

1.4.1 Hospitals

Similarly to the previous years, hospitals computighe largest group of health service
providers in 2007 whose expenditure increased é&weher when compared to the previous
year (Table 21). Hospitals provided services f@&8Sillion kroons in 2007, which is 28.2%
more than in 2006. The expenditure of hospitalseiased mainly as a result of the increase in
EHIF funding.

EHIF funding of hospitals increased by 1.2 billikimons (28.6%) over the year. However,

funding of hospitals by the Government and LGs el@sed at the same time. The expenditure
of hospitals according to health services in 2006 2007 has been given in Table 22.
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Table 22.Expenditure of hospitals according to health sesi2006-2007

2006 2007 Change (%)
thousand thousand
kroons % kroons % 2007/2006
ACTIVE TREATMENT 3,763,819 82.0 4,714,257 80.1 25.3
incl. treatment of hospitalised
patients 2,923,350 637 3,502,1p0 59.5 19.8
incl. treatment of day patients 157,2R3 3.4 222,730 3.8 41.7
incl. outpatient curative care 659,960 14.4 959,499 16.3 454
incl. treatment at home 23,286 a.5 29,909 0.5 28.4
REHABILITATION 263,271 5.7 399,024 6.8 51)6
Long-term nursing care 113,674 25 152,104 2.6 33.8
LONG-TERM NURSING CARE OF
HOSPITALISED PATIENTS 107,704 28 143,634 2.4 38.4
ANCILLARY HEALTH SERVICES 450,621 9.4 618,590 10{5 37.3
incl. clinical laboratory tests 259,969 5.7 361,095 6.1 38.9
incl. radiological tests 186,356 411 252,566 1.3 .535
PREVENTION AND PUBLIC
HEALTH 1 <0.1
incl. prevention of non-infectious
diseases . . 1 <0.tL A
TOTAL 4,591,385 100.0| 5,883,976 100.0 28.2

Data source: NIHD

Hospitals provided the majority of health servias active treatment services. In 2007,
hospitals provided active treatment services fopraxmately 4.71 billion kroons the

majority of which was incurred in treating hospggall patients. The share of hospital
expenditure and treatment of hospitalised patidetseased in comparison to the previous
year. This has occurred on account of outpatiedt deyy cases of curative care and also
means that the increase in expenditure on hog@thlpatients was slower (19.8% over the
year) than expenditure on day cases of curative ¢&t.7%) and outpatient curative care

(45.4%).
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1.4.2 Outpatient curative care providers

Outpatient curative care providers have been tind twrgest group of service providers after
hospitals and retailers and suppliers of medicadlpcts since 2003.

A total of 2.72 billion kroons was spent throughtpatient curative care providers in 2007,
which is 24.4% more than in 2006 (Table 23). Relgasl of this, the share of outpatient
service providers in current expenditure has deectaonsiderably in the last eight years,
comprising 32% in 1999, 35% in 2001 and only 1998005. The relevant indicator has been
21% in the last two years.

Table 23.Expenditure of outpatient service providers acemydo health services, 2006-2007

2006 2007 Change (%)
thousand thousand
kroons % kroons % 2007/2006
ACTIVE TREATMENT 1,669,512 76.4 2,035,938 74.8 21.9
incl. patients in day cases of
curative care 28,987 1.3 35,265% 1.8 2117
incl. outpatient curative care 1,640,298 75.0 2,000,470 735 22.0
basic medical and diagnostic
services 795,423 36.4 1,082,613 398 36.1
dental care 777,648 35.6 825,73b 30}4 6.2
incl. treatment at home 227 <01 203 <0.1 -10.6
REHABILITATION 5,257 0.2 4,947 0.2 -5.9
NURSING CARE 9,752 04 23,621 0}9 142.2
ANCILLARY HEALTH SERVICES 472,458 21.6 620,089 22\8 31.2
incl. transport of patients and rescue
(emergency medical care) 230,131 10.5 336,788 12/4 46.3
PREVENTION AND PUBLIC
HEALTH 29,099 1.3 35,519 1.8 221
TOTAL 2,186,080| 100.0| 2,720,115| 100.0 24.4

Data source: NIHD

Today, outpatient curative care providers offeivactreatment services mainly in the form of
outpatient curative care, which consists mainlyneidical and diagnostic services and dental
care.
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The increase in the expenditure on primary mediodl diagnostics services may be partially

the result of the reorganisation of the GP remuierasystem as salaries are an important

component of the reference prices of health sesvithe events associated with this were:

* implementation of the performance pay system foregal practitioners in order to make
their activities in monitoring chronically ill pa&ints and prevention more efficient;

» doubling the limits of the distance fees of GPs mrmdeasing the limit of base money to
motivate GPs to work in rural areas [5, p. 30].

1.4.3 Retailers of medicines and medical products

Retailers of medicines and medical products ares¢tend biggest group of service providers
and the money spent through them comprises 25.2%hefcurrent expenditure of all
providers (Table 21).

Retailers of medicines and medical products, siclplarmacies, suppliers of optical and

hearing aids, provided services for 3.22 billiondas in 2007. Expenditure increased by 366
million kroons or 12.8% when compared to the prasigear (Table 24).

Table 24.Retailers of medicines and medical products, 200672

2006 2007 Change (%)
thousand thousand

kroons % kroons % 2007/2006
PHARMACIES 2,475,311 86.8 2,809,895 87.3 13.5
RETAIL SALE AND OTHER SUPPLIERS
OF GLASSES AND OTHER OPTICAL
AIDS 166,280 5.8| 218,725 6.8 31.5
RETAIL SALE AND OTHER SUPPLIERS
OF HEARING AIDS 14,137 0.5 15,700 0.5 11.1
SUPPLIERS OF OTHER AIDS 197,068 6.9 174,890 5.4 311
TOTAL 2,852,795 100.0| 3,219,210 100.0 12.8

Data source: NIHD

The expenditure on the goods offered by pharmamiésretailers of optical and hearing aids
increased in 2007 when compared to 2006. Expemrditwurred on the acquisition of glasses
and other optical aids increased the most (31.5%).
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Households spend the most on glasses — 212 miklioons or 97% of all expenditure
incurred through suppliers of glasses and optick. a

Households are also the main financiers of phamsa&G3% of expenditure incurred through
pharmacies), followed by the EHIF (41%). The puldector was the main financier of
suppliers of other medical products in 2007 by spgmn 129 million kroons or 73.8% of all
aids received through this supplier. The expendincurred by the Ministry of Social Affairs
on prostheses, orthopaedic and other aids for lddadeople comprised a significant share of
this amount (58 million or 55.6%).

The medicine sales of pharmacies have increasedyegar. They amounted to 2.81 billion
kroons in 2007 and comprised 335 million kroons ertbian in 2006.

Sales of medicines per resident amounted to amat&d 2,028 kroons in 2007 and they keep
growing constantly and strongly (for example, 82@dks in 2000, 1,434 kroons in 2004 and
1,799 kroons in 2006).

Figure 12. Expenditure of pharmacies according to types ofionaels, 1999-2007, million
kroons
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Expenditure on both prescription and OTC medicif@s increased over nine years.
Expenditure on prescription medicine increased Ibysat four times during the period (615
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million kroons in 1999 and 2.18 billion kroons i®®@). Expenditure on OTC medicines
increased more modestly.

1.4.4 Organisers of public health programmes

Public health programmes are aimed at preventiatisgfases and promotion of health. The
objectives of disease prevention are early detectib diseases and measures to prevent
sickness. The cause-consequence connections anpney activities reduce expenditure on
the treatment of specific health problems. The adbje of health promotion is to propagate
the kind of behaviour and a way of life that valkmd favour the health of people, and to
develop a living environment that supports health.

Public health programmes include the following\atigs: the health of mothers and babies,
family planning and counselling, school health,vergion of infectious diseases, prevention
of non-infectious diseases, etc., which are findrfcem the health insurance budget and the
state budget. It must be emphasised here thatctingtias aimed at mothers and children,

such as monitoring pregnancies and health checkitifren, are generally acknowledged

health services in Estonia that are usually nofopeed in the course of programmes or
project activities.

Expenditure on the organisation of public healthgpammes amounted to 311 million kroons
in 2007, which was 76 million kroons or 31.5% mtran in the previous year. The share of
said providers in current expenditure on healthreksed from 2003 to 2005 and started to
increase in 2006, comprising 2.4% of expenditurénealth in 2007 (2.5% in 2003, 2.0% in
2005).

The biggest public health programmes funded from state budget are listed in Chapter
1.3.1.

The EHIF invested 103 million kroons into preventiof diseases and health promotion in
2007. The most important disease prevention pejgicthe EHIF were:

- School health;

- Reproductive health of young people;
- Early detection of breast cancer;

- Early detection of cervical cancer;
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- Projects for prevention of heart diseases;

- Early detection of osteoporosis;

- Phenylketonuria and hypothyreosis testing prsject
- Newborn hearing screening;

- Vaccination against hepatiti [, p. 32].

The most important areas of health promotion were:

- Activities aimed at the healthy development afdren;

- Prevention of cardiovascular diseases;

- Early detection of malignant tumours;

- Prevention of injuries at home and during leisacBvities;
- Prevention of alcohol-related damage to health;

- Activities aimed at various priority areas [549].

The biggest expenditure in the area of public heaitogrammes was incurred on the
prevention of infectious and non-infectious dissagéth expenditure on the prevention of
infectious diseases increasing approximately 2r#giin 2007 when compared to 2005 and
more than 1.36 times in comparison to 2006 (Tab)e 2

Table 25. Expenditure of public health programme organisealing to functions, 2006-
2007

2006 2007 Change (%)
thousand thousand
kroons % kroons % 2007/2006
Health of mothers and children; family
planning and counselling 21,566 9.1 27,900 9.0 29.4
School health 41,488 175 47,440 15.2 14.3
Prevention of infectious diseases 115,906 49.0 T7IEY|, 50.7 36.1
Prevention of non-infectious diseases 57,807 24.4 8,248 25.1 35.4
TOTAL 236,767 100.0| 311,289 100.0 31.5

Data source: NIHD

The share of funds aimed at the prevention of tidas diseases in 2007 was the biggest of
the last four years among the expenditure of ablipuhealth programme organisers and
comprised 158 million kroons or 50.7% of the expemd of public health programmes.
Expenditure on school health comprises the thirgelagroup in the expenditure of public

® Since 2006, vaccination against hepatitis B hamliwne on the basis of the national immunisatiogramme
funded from the state budget.
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health programmes (15.2%). The share of this dest has decreased by 6.9% in the last
three years and comprised 47 million kroons or %bi@ 2007 (22.1% in 2005, 17.5% in
2006).

Expenditure on the health of mothers and childfa@mjly planning and counselling increased
at a moderate speed in 2007, but its share hasagsz by 2.3% in comparison to 2006. The
majority of the expenditure on the health of mathand children and school health was
funded by the EHIF. The Ministry of Social Affaimsas the source of funding for the
expenditure on the prevention of infectious and-mbectious diseases.

Projects financed from the gambling tax through thiaistry of Finance have also been
implemented since 2001 and they are aimed at lgelging addicts, alcoholics and HIV-
positive people and other health promotion.

1.4.5 Institutions Dealing with General Health Administration

General health administration expenditure in 208Wunted to 332 million kroons, which
was 47 million kroons or 16.5% more than in thevpres year.

Said expenditure consists primarily of the operatexpenses of the Government or the
Ministry of Social Affairs and the institutions administered by the latter9(hfllion kroons

or 47.9%) and the EHIF (95 million kroons or 28.7%jeneral health administration
expenditure also contains the operating expensexiased with the health insurance area of
private insurance in 2005 and in 2007 and 2006 #isoexpenditure of NPOs, but these
amounts are marginal and not shown in the figulevb@-igure 13).

" The expenses of the Ministry of Social Affairs @emewhat conditional here, because 1/3 of thd tota
operating expenses of the Ministry have been caledl as operating expenses of health care everybyea
agreement.
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Figure 13.Share of general health administration expenditl®69-2007
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Note: Government expenditure covers the administraéxpenditure of both the central Government tred
LGs.

General health administration expenditure incredsetl.4% over the year on account of the
relative and absolute increase of EHIF expenditlmecause the health administration
expenditure of the Government decreased by 2.5%tbeeyear.

8 The agreed increase occurred in 2003 due to chkaimgmethodology. Expenditure incurred from the own
income of divisions, which conditionally increasavgrnment expenditure, have also been considerpdrasf
the government’s administration expenditure.

DHS 50



Health Expenditure in Estonia, 2007

1.5. Health Services

The health system of Estonia is focused on actearnent services and this is also illustrated
by Figure 14. Active treatment services, which @stnef treatment of hospitalised patients
and outpatient curative cdreomprise the biggest part of health services. &tpenditure of
these services has decreased when compared teetheys years (62.9% in 1999 and 52.1%
in 2007). The number of treatment of hospitalisatigmts has decreased in comparison to the
previous year, but the share of expenditure onatigpt curative care started to increase and
amounted to 22.8% of all expenditure on healthisesv The share of outpatient curative care
was on the lowest level of the last nine years0os2— 20.2%.

Figure 14.Share of health services, 1999-2007
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The main financiers of treatment of hospitalisetigés and outpatient curative care are the
public sector and EHIF. The important trend in ttleanges in the structure of EHIF

expenditure is increasing the efficiency of spegdine money by decreasing the share of
treatment of hospitalised patients and increasiiegshares of outpatient and day cases of

® According to the ICHA methodology, treatment otigats in day cases of curative care and at hose al
belong to active treatment services. They havebreh shown separately in the figure in order t@ givbetter
overview.
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curative care (Table 12) [5, p. 30]. A similar tendy can therefore also been seen in the
THE (Figure 14). At the same time, the oppositetsthoccurring in the structure of private
sector expenditure, whose share in financing th& T8Hconsiderably smaller in comparison
to the public sector — households started to fugphialised care more (Table 19).

The share of the expenditure on ancillary healthises (laboratory tests, emergency medical
care) was the biggest in the last nine years — @6&e THE. The share of medical products
(medicines, vaccines, prostheses, glasses, mastjogdment) has decreased somewhat when
compared to the previous year and prevention ssvi@ave remained on more or less the
same level. The share of capital formation in th#EThas increased in the last two years and
amounted to 1.5% of the THE. However, the majonfy capital formation has been
calculated as part of the health services and d¢ahaefore be differentiated.

Since active treatment services comprise the mmgbitant part of the health services
provided in Estonia, then we will take another laatkthem. Active treatment consists of
treatment of hospitalised patients, outpatient touegacare, day cases of curative care and
home treatment. Similarly to previous years, hadigdtion also comprised the biggest share
of active treatment services in 2007 — 51.9% (FadLb).

Figure 15. Division of active treatment services and outpdtairative care, 2007

HOME TREATMENT

0.5% Dental care of

outpatients
e 13.0%

All other special
health services
4.9%

TREATMENT OF DAY
PATIENTS
3.8%

TREATMENT OF ‘Basic rpedical.and
HOSPITALISED diagnostic services
PATENTS 26.0%

51.9%

Data source: NIHD
Figure: the author

Outpatient curative care, which consists of basedical and diagnostic services (26.0% of
all active treatment services) and dental careOfb3.comprises the second largest group —
43.8% of active treatment services.
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Considering that 1 million and 342 thousand pedpled in Estonia in 2007, then active
treatment expenditure per resident in 2007 amouttes]030 kroons, which is 984 kroons
more than in 2006 (Table 26). 2,117 kroons of sambunts was paid by people themselves.

Table 26.Health services per person, 2006-2007

2006 2007 Change (%)
kroons % | kroons % | 2007/2006
ACTIVE TREATMENT 4,046 51.8 5,036 52.11 24(5
Treatment of hospitalised patients 2,179 27.9 2615 27.1 20.0
Treatment of day patients 138 1.8 192 2.0 38.8
Outpatient curative care 1,711 21.9 2,205 22.8 28.9
Basic medical and diagnostic services 944 121 1,308 135 38.5
Dental care of outpatients 599 7.7 653 6.8 8.9
All other special health services 157 2.0 232 24 48.4
All other outpatient curative care 10 0.1 12 0.1 18.8
Home treatment 18 0.p 24 012 33.3
REHABILITATION 200 2.6 301 3.1 50.7
LONG-TERM NURSING CARE 2785 3.5 358 37 30.3
ANCILLARY HEALTH SERVICES 686 8.8 923 9.5 344
MEDICAL PRODUCTS 2,122 27.1 2,398 248 13.0
PREVENTION AND PUBLIC HEALTH 198 2.5 258 2.7 30(7
HEALTH ADMINISTRATION AND HEALTH
INSURANCE 212 2.7 247 2.6 16.Y
CAPITAL FORMATION 79 1.0 142 1.5 81.0
TOTAL 7,817 100.0| 9,664 100.0 23.6

Data source: NIHD

9,664 kroons was invested into a person’s healtBO@7. Similarly to the previous year,
expenditure on hospital treatment (2,615 kroond)raadical products (2,398 kroons) was the
biggest.
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1.6. Summary

2007 was a pivotal year for the economy of Estaviien the rapidly developing economy
peaked and then started to cool down. It was pleswlinvest more in the health system as a
lot of money was circulating in the economy.

The THE of Estonia in 2007 comprised 13.0 billiamdns or 5.4% of GDP. The nominal
increase of the THE was 23.4%, which exceededrtbease in the previous year by 3.8%
and was the highest in the last eight years. THifeased by 15.7% in comparison to the
previous year when considering the inflation of Itremre. At the same time, the nominal
increase GDP was 16.5% and actual increase 6.3fbedns that the THE increased faster
than the entire economy on an average. The salargase of healthcare professionals played
an important role in the increase of THE.

The share of expenditure on health in 2007 comgride6% of all public sector expenditure
and continues to hold the third position after émea of social welfare and education. The
public sector funded 75.6% of the THE in 2007. Tiealth expenditure of the private sector
and foreign countries amounted to 23.3% and 1.&%pectively, in the same year.

Cost-sharing by people comprised the biggest sbhivate sector health expenditure —
94.1%, which at the same time comprised 21.9% ®fltHE. The biggest share of household
health expenditure was spent on medical produd®9%) and outpatient services (21.7%).
Calculated cost-sharing expenditure comprised 2kid@ns per resident in 2007.

An important trend in the structural changes of the THE is the decrease of the share of
expenditure on hospitalised patients on account othe increase in the shares of
outpatient and day cases of curative care. This chge occurred in the expenditure of
the main financier of the THE, the EHIF. However, he change that occurred in the
structure of private sector expenditure, whose sha& in financing the THE s
considerably smaller when compared to the public &¢or, was completely the opposite —
expenditure on hospitalisation among the health exgnditure of households increased.
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2. INTERNATIONAL COMPARISON

Comparable countries are European Union (EU) MenStates who, like Estonia, use the
OECD methodology for THE calculation as recommenbdgdEurostat. The comparable
period is 1998 to 2005 as later data for intermai@comparison have not been published yet.
Comparison is made difficult by the fact that eacdlintry understands the methodology in
their own way and the term THE may have a veryeddiit meaning. Therefore, we must be
cautious when drawing conclusions.

The THE of different countries can be compared ger@entage of GDP. It measures the
share of health services, products and capital doom in the added value produced by
national economy. Therefore, the fluctuation in tia¢o of the THE and GDP may be
misleadingly interpreted, because it made be cabgethanges in GDP as well as THE itself.

The average share of total expenditure in GDP w2& Srom 1998 to 2005. The data of the
World Health Organization (WHO) published in 200w that the average share of THE in
GDP in EU Member States has been growing slowlgesitD98 and it reached approximately
8.9% of GDP in 2005 (7.9% in 1998). This increaas bccurred irrespective of the fact that
new countries have joined the EU, where the shiaid¢Hd& in GDP is lower than the average
in the old EU.The ratio of THE to GDP in Estonia decreased inghme period and was

5.6% in 1998, 5.1% in 2002 and 5.0% in 2005 (T&Gle
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Table 27. International comparison of the ratio of total exgiure on health to gross
domestic product and total expenditure on healtlcapita, 1998-2005

1998 2002 2004 2005

THE THE per | THE THE | THE THE | THE THE

and capita | and per | and per | and per

GDP GDP capita | GDP capita | GDP capita

ratio ratio ratio ratio

Inter- Inter- Inter- Inter-
national national national national

Countries % $ % $ % $ % 9
Austria 10.2 2650 10.1 3071 103 33p8 10.2 3485
Belgium 8.7 2112 9.5 283 9/7 3006 9.6 3071
Bulgaria 5.2 289 7.4 55p 75 655 1.7 7134
Croatia 7.7 676 7.8 85p 77 974 1.4 1001
Cyprus 5.6 947 6.1 1228 6|3 1355 6.1 1550
Czech Rep. 6.4 926 7)1 1195 1.2 1388 7.1 1447
Denmark 8.3 2176 8.8 2696 94 300 D.4 3169
Estonia 5.5 474 4.9 56[1 5|2 740 5 846
Finland 6.9 1554 1 193p 714 2203 1.5 2299
France 9.6 2252 10 2862 11 32111 11.2 3406
Germany 10.2 2482 10.6 2936 10.06 3166 10.7 3250
Greece 7.3 1382 9.7 2427 9.6 2667 10.1 2049
Hungary 7.1 763 7.6 1114 8|1 1315 1.8 1329
Ireland 6.2 1498 7.1 2360 715 2723 8.2 3125
Italy 7.7 1830 8.3 2224 8.1 2405 8.9 2494
Latvia 6.3 439 6.2 611 6.8 796 6.4 860
Lithuania 6.1 489 6.4 681 57 756 5.9 862
Luxembourg 5.7 2438 6.8 3915 8.1 5317 7.7 5521
Malta 6.6 1058 7.9 149 82 1608 8.4 1733
Holland 8.1 2053 8.9 2833 9 3002 9.2 3187
Poland 5.9 559 6.3 738 6/2 808 6.2 844
Portugal 8.8 1331 9 1658 10 1913 10.2 2034
Romania 4.4 244 5.1 368 419 427 5.5 507
Slovakia 5.7 584 5.6 730 7)2 10%8 1.1 1130
Slovenia 8 1226 8.7 1693 8|5 1863 8.5 1959
Spain 7.3 1383 7.8 1746 8i1 2097 8.2 2242
Sweden 8.2 1982 2] 2597 9.2 2964 D.2 3012
UK 6.8 1569 7.6 2164 3 2506 8/2 2598
EU average 7.9 1648 8.4 2110 8.8 2357 8.9 2468
EU average
before May
2004 8.5 1962 9.0 2484 9.4 2760 9.6 2883
EU average
after 2007 5.8 539 6.3 743 6.4 861 6.5 918

Data source: European health for all database (BBX-World Health Organization Regional Office for
Europe; Used: July 2009
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Even though the ratio of the THE and GDP was nethighest in Luxembourg in 2005, its
per capita indicator shows that health expenditiueee was the biggest — 5,521 international
dollars. In Estonia, this indicator is lower thdre tEU average and gives the country the
fourth place from the bottom after Romania, Bulgand Poland. Our neighbours Latvia and
Lithuania spend more on the health of their petid@ Estonia.

The expenditure on health in the public sector wbempared to the private sector is also

considered when the expenditure on health of diffecountries is compared. The next figure
illustrates how the health system is financed ffecent European countries (Figure 16).

Figure 16.Share of the public sector in total expenditurdnealth, 2005
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Data source: European health for all database (BBX-World Health Organization Regional Office for
Europe; Used: July 2009
Figure: the author

The public sector of Estonia invested 76.9% of ThE into health in 2005, which is on
approximately the same level as the EU average plbé&c sector spends the most on health
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in Luxembourg and the Czech Republic. The publatsdn Austria covers only 76.5% of all
health expenditure, which is just 0.4 percentagmtpdess than in Estonia. At the same,
Austria is in second place after Luxembourg in ®eohper capita health expenditure.

The share of the public sector in the THE of Estdms decreased considerably in the last
nine years: it comprised 86.3% in 1998 and 77.120@5. The biggest decrease occurred in
the period that was economically unstable, from8L89® 1999, but said share has been
relatively stable thereafter at 76-78% and almesicihed the average level of European
countries. The average public sector expenditufgUncountries has also been rather stable
from 1998 to 2005 (74.5% to 75.7% of the THE) (Fegli7).

Figure 17. Share of public sector expenditure in total expemedion health, Estonia and the
European Union, 1998-2005
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Data source: European health for all database (BBX-World Health Organization Regional Office for
Europe; Used: July 2009
Figure: the authdf

The contribution of Estonian households to the Th#s been higher than the EU average
since 2000. The contribution of households waddivest in 1998 (13.2%) and the highest in
2004 (21.3%).

9 The data do not coincide with the data in Figues She data used in the course of this analysis vallected
in Estonia. The Health for All database is usethiernational comparison, but its data may be ineate.
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Figure 18.Share of household expenditure in total expendiargealth, Estonia and the
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Data source: European health for all database (BBX-World Health Organization Regional Office for
Europe; Used: July 2009
Figure: the author

A slight decrease in the share of cost-sharingbegam seen observed in the EU over the same
period of time. In 2005, it comprised an averagd 0fl% of total expenditure and in 1998,
the same indicator was 19.0%.
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3. TECHNICAL NOTES

3.1. Background Information

The System of Health Account{SHA) is used to calculate THE. The analysis ades are
published on the website of the Estonian Institithe Health Development every year.
Development of the Estonian THE methodology is spoasibility of the Department of
Health Statistics. Since 2002, the Department céltdeStatistics has been gathering and
presenting data about THE in such a manner that tam be simultaneously sent to
international organisations: the EU, the OECD dmsdWHO.

THE was calculated for the first time on the badithe data from 1998. The methodology of
the Harvard University was then used to calculageTHE. Since the Harvard methodology
differs from the methodology used in some Europamtries, then the OECD methodology
has been used since 1999.

Pursuant to the OECD methodology, THE is calculat@tl two-dimensional matrix tables
where health expenditure is shown as follows:

» current expenditure on health according to senacestheir providers;
» current expenditure on health according to senacgssources of financing;
« current and total expenditure on health accordinggtvices and sources of financing.

Calculation of THE is based on a system of threesaxvhere the ICHA (International
Classification for Health Accounts) is used forocating expenditure on health. It consists of
the following parts:

« classification of health care (ICHA-HC);
« classification of health care providers (ICHA-HP);
 classification of health care financing (ICHA-HF).

! The System of Health Accounts has been developédebOECD.
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3.2. Definition of Total Expenditure on Health

The term ‘total expenditure on health’ refers toallle services and products, services
associated with health care and capital investnas#sciated with health care.

Pursuant to the OECD methodology, THE is used taswme final consumption of goods and
services associated with the health of resideatsshich the capital formation of health care
providers is added. In other words, it can be #aéd THE is used to measure the economic
resources spent on health goods and services.diticadto health services and prevention,
this amount also includes administration and chfotanation, but does not include sickness
benefits or the training expenses of medical staff.

When health services are classified, it is impdrtandifferentiate current expenditure on
health that does not include capital formation &othl expenditure, which also includes
capital formation. The following division is useat fclassification of health services:

ICHA code

HC.1-HC.5 Expenditure on personal health
HC.6 Prevention and public health services
HC.7 Health administration

HC.1-HC.7 Total current expenditure on health
HC.R.1 Capital formation

HC.1-HC.7+ HC.R.1=THE Total expenditure on health

HC.R Health care related expenditure

According to the given scheme, expenditure on hesltalculated pursuant to health services
HC.1-HC.4 (total expenditure on personal healit)which function HC.5 has been added
(medical goods dispensed to outpatients). Functit@sl-HC.5 characterise expenditure on
health aimed at persons. Adding HC.6 (preventiod puablic health services) and HC.7

(health administration) to these givescusrent expenditure on health.

DHS 61



Health Expenditure in Estonia, 2007

When we add investments or capital formation (HC)Ro the latter, we then géHE.

Health care related functions (HC.R) are highlighted as a separate group, but éxpenses
are not added to the THE to the OECD methodology &ckness benefits).

THE does not include:

» expenditure that is aimed at health, but incurnedide the health sector (for example:
production of lead-free fuel, education of healihecprofessionals);

* personal activities aimed at preservation and imgmeent of health (sport);

* health expenditure, which is a consequence of jp@hactivities and not associated with
people’s income and does not describe the maicanolis of national economy.

We also have to keep in mind that some categofid$i& are known to us in greater detail
than others. For example, expenditure on prevemtiguublic health has been undervalued in
this analysis. The type of the indicator will be@ntlear when it can statistically
differentiated (e.g. immunisation plan, public hiegdolicy, etc.). This means that the majority
of health service providers who deal with counsglior consultations have been classified as
providers of health services, not prevention sewic

The labour costs of health care professionals Hasen calculated as part of service
expenditure.
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3.3.

Sou
1.
2.
3.

10.

11.
12.

DHS

Data Sources

rces of data used in the calculation of THE:

Estonian Health Insurance Fund — health ins@rdeoefit expenditure

Ministry of Finance — 2007 Annual Report on Bxemn of LG Budgets.

Data of expenditure on health from the followmgnistries: Ministry of Education and

Research, Ministry of Justice, Ministry of Defenb&énistry of Environment, Ministry of

Culture, Ministry of Economic Affairs and Communiicens, Ministry of Agriculture,

Ministry of Finance, Ministry of the Interior andiMstry of Foreign Affairs.

Estonian Statistics:

a. The survey of household income and expendisutieei main source of data about the
health expenditure incurred by households;

b. The reportRehabilitation is the basis of the rehabilitation expenditureumed by
people.

Data of health expenditure from insurance corngsan

State Agency of Medicines — turnover of medisimehospital and retail pharmacies.

Health Protection Inspectorate — data assocwatt#dfood, hygiene and drinking water

and inspection of environmental health.

Institutions of occupational health — data of nadetory medical examinations of

employees.

Database of the State Treasury — 2007 State éBugiecution Report is the source of

data about the health expenditure incurred fronsthte budget according to ministries.

Departments of the Ministry of Social Affairs:

a. Department of Finance and Asset Management eifiggedata about the medical
treatment expenses of uninsured persons, foreigh papjects, foreign loans;
operating expenses of emergency medical care amdcgs financed through the
Ministry of Finance from gambling tax;

b. Social Policy Information and Analysis Departmen institutional reporting on
social welfare.

Estonian Institute for Health Development —tiearomotion projects and programmes.

Estonian Red Cross — expenditure on preveatianpublic health.
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