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The case of Hungary 

Revenue generation for health 

The Minister of Health of Hungary is facing challenges 

as he tries to secure a stable and increasing revenue 

flow to the health sector in light of the recent changes 

to the mix of different sources of revenues. The 

Minister is eager to reverse the decreasing trend of 

public expenditure on health and his longer-term 

target is to achieve the EU average of 6.6% of GDP as it 

is envisaged in the recently adopted government 

strategy for health, the Semmelweis Plan. The 

economic downturn makes it hard to increase 

expenditure in the short run, but the Minister is more 

concerned about the lack of institutional mechanisms 

that would help him achieve his target once the crisis 

is over. 
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A. Background  
 

1. The Hungarian health care system is 

facing its most serious crisis since the collapse 

of the communist regime and the 

establishment of a universal, single payer social 

health insurance model in the early 1990s. The 

poor health status of an aging and shrinking 

population is coupled with an accelerating 

emigration of the health workforce, and a 

deteriorating financial situation which is a result of a decreasing priority to health and the current 

unfavourable macroeconomic climate.  

 

2. Hungary has a well-established health insurance system. Over the years, the country 

implemented sophisticated provider payment reforms with documented efficiency improvements, 

significantly reduced its over-capacity in the hospital sector and piloted an innovative care 

coordination experiment which aimed at managing the patient pathways in the system to improve 

quality and efficiency across the different levels of care. Political debates around a proposal to 

introduce a competing health insurance system managed by private firms led to a strong rejection of 

this idea and greater commitment by the government to strengthen the single payer public system.  

The government plans to have a more pronounced role in ensuring equitable access to care in a 

publicly financed service delivery system. In turn, the role of private insurance is limited and only 

complementary.  

 

3. Although the level of out-of-pocket expenditures (OOPs) has been increasing and currently it 

is at 24% of the total health expenditure, financial protection has been fairly well maintained given 

the generous social security system and relatively good targeting of welfare benefits to the poor. 

Concerns about the increase of OOPs have been raised by local and international experts. However, 

health policy makers are even more concerned about the deteriorating quality of health services and 

the loss of highly qualified health workforce who leave the country for seeking higher wages and 

better work conditions. All these are clearly associated with the decreasing public expenditure on 

health despite growing expectations and a generously defined benefit package.    

 

4. The economic policy of successive governments in Hungary has given priority to boost 

employment by the reduction of the social insurance contribution rate, which in turn resulted in a 

significant increase of compensatory tax financing.     

 

B. Revenue sources for health and trends in public expenditure 
 

5. Initially, the Hungarian health insurance system was financed almost exclusively by 

employment related social insurance contributions. When the contribution rates started to decrease 

as part of a new taxation policy, the government had to cover a growing gap between income and 

expenditure of the HIF. This in turn led to an increasing share of government tax revenues in the 

financing of the budget for HIF. This public finance strategy is in line with recommendations of the 
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scientific literature and international organizations. In its World Health Report 2010, for example, 

WHO suggested that governments consider alternative financing sources beside payroll taxes and 

other types of wage related contributions to mitigate the adverse effects on employment and 

economic growth.  Proposals for increasing the share of general tax revenues, especially 

consumption taxes in health financing are based on the argument that taxes are more stable funding 

sources, less prone to fluctuations of economic cycles, and spread the tax burden to a wider 

population base, which is an important advantage in terms of sustainability in an aging society. 

Figure 1 shows the changes of the share of various revenue sources of the Hungarian Health 

Insurance Fund. 

Figure 1. The changes of the share of various revenue sources of the Hungarian Health 

Insurance Fund, 1993-2011. 

 
 

6. The annual budget of the HIF is decided by the government. The health insurance 

contribution rate is currently at 9% of the gross wage, but there is no explicit methodology to 

calculate the government budget transfer component of the budget, which is meant to cover the 

non-contributing groups of the population.   

 

7. Public expenditure on health as a share of GDP has significantly decreased in Hungary 

between 1995 and 2009 despite the dominant trend in other European countries with social health 

insurance systems. Table 1 provides comparative data across countries in selected years. While 

Hungary spent above average in 1995, the figure dropped far below average by 2008.  
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Table 1. The trends of the changes in public expenditures on health as a percentage of GDP in 

countries with social health insurance system, 1995-2009. 

 
 

Table 2. The trends of the changes in public spending on health as a share of total government 

spending in countries with social health insurance system, 1995-2009. 

    
 

Countries 1995 2000 2005 2008 2009

Austria 7.04 7.64 7.92 7.69 8.25

Belgium 5.85 6.07 7.40 7.43 8.06

Bulgaria 3.75 3.57 4.27 3.34 3.55

Croatia 5.90 6.73 6.06 6.64 6.64

Czech Republic 6.36 5.91 6.06 5.70 6.13

Estonia 5.67 4.10 3.85 4.75 5.28

France 8.26 8.00 8.53 8.46 8.98

Germany 8.23 8.21 7.95 7.92 8.60

Greece 4.47 4.73 5.76 6.15 6.65

Hungary 6.13 4.97 5.80 4.98 5.14

Israel 5.12 4.67 4.58 4.42 4.45

Lithuania 3.99 4.53 3.79 4.51 4.51

Luxembourg 5.14 5.22 5.93 5.06 5.77

The Netherlands 5.92 5.02 5.95 7.42 8.32

Poland 3.99 3.87 4.02 4.73 4.86

Romania 2.40 3.53 4.41 4.29 4.29

Slovakia 5.37 5.58 5.08 5.37 5.72

Slovenia 5.83 6.15 5.81 5.69 6.36

Country average 5.52 5.47 5.73 5.81 6.20

Countries 1995 2000 2005 2008 2009

Austria 12.50 14.66 15.79 15.78 15.78

Belgium 11.22 12.34 14.17 14.84 14.84

Bulgaria 19.79 8.54 11.64 9.13 9.13

Croatia 14.26 14.46 15.94 17.58 17.58

Czech Republic 11.68 14.14 13.48 13.28 13.28

Estonia 13.75 11.34 11.47 11.94 11.74

France 15.18 15.49 15.98 16.03 16.03

Germany 15.03 18.20 16.97 18.01 18.01

Greece 9.77 10.13 13.09 12.96 12.96

Hungary 11.35 10.62 11.57 10.19 10.19

Israel 9.73 9.63 9.85 10.02 10.02

Lithuania 11.57 11.59 11.36 12.81 12.81

Luxembourg 12.96 13.89 14.28 13.72 13.72

The Netherlands 10.48 11.36 13.28 16.18 16.18

Poland 8.37 9.41 9.25 10.92 10.92

Romania 7.33 9.17 13.19 11.83 11.83

Slovakia 11.04 10.70 13.37 15.37 13.96

Slovenia 11.07 13.15 12.84 12.91 12.91

Country average 12.06 12.16 13.20 13.53 13.44
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8. Similar trends can be observed in public spending on health as a share of total government 

spending which is a clear signal of decreasing government priority given to the health sector. While 

on average this figure has increased from 12% to 13.44% in European countries with Social Health 

Insurance systems, this figure for Hungary has dropped from 11.35% to 10.19% (Table 2). This trend 

does not seem to be in line with public preferences: surveys have shown that there is popular 

support for increased public spending on health at the expense of other sectors or even through 

increased taxation. 

 

9. Seeing all these trends, the Minister is worried that in Hungary tax funding does not seem to 

be more stable revenue source than health insurance contributions and he is seeking advice from 

international experts on finding a solution for his challenging task of increasing public expenditure 

on health. Recently, he met Estonian health policy makers who expressed their concerns about 

moving to more tax funding and less insurance contribution as this would increase the Health 

Insurance Funds exposure to annual budget negotiations and they are not sure if decreasing 

revenues from contributions would be fully compensated by government budget transfers to the 

HIF. They prefer earmarked revenues for health which has worked well for Estonia, although a 

recent study suggested that exclusive reliance on insurance contributions will not be sustainable in 

the longer term.   

 


