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Summary 
 

 
In its institutional structure, financing and goals, the Finnish health care system is closest 
to other Nordic countries and the UK, in that it covers the whole population, while 
services are mainly produced by the public sector and financed through general taxation. 
Finland has an exceptionally decentralised health care system, in which 444 independent 
municipalities, i.e. local government authorities, are responsible for providing health 
services for their residents.  
 
The distinctive feature of Finnish health care is the two tier financing system in which 
municipalities finance most of the inpatient and outpatient care, while the use of 
prescribed medicines as well as the use of private health care services, occupational 
health care, and student’s health services is financed by the Social Insurance Institution 
(SII) through the National Health Insurance scheme (NHI). 

 

This paper outlines the Finnish pharmaceutical markets, describes the major reforms and 
initiatives implemented to improve functioning of the markets since the beginning of the 
1990s. The paper analyses measures taken to affect the price developments from the 
beginning of the 1990s, in particular, the paper draws tentative conclusions of the impact 
of compulsory generic substitution introduced in Spring 2003. 
  
Keywords: pharmaceutical markets, regulation, expenditure, prices, generic 
substitution
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Finnish Pharmaceutical System  
 

The National Agency for Medicines tightly controls the number and location of 
pharmacies (for private profit-making) licensed to sell medicines. The Finnish drug 
reimbursement system is based on a list of products that can be prescribed.  
 
The SII is responsible for public financing of prescribed medicines through the NHI, 
where it refunds 50 per cent of all medical expenditures in excess of a fixed minimum 
sum per purchase (Basic Refund Category) or, in special cases, nearly all medical 
expenditures (registered individuals suffering from certain specified conditions, as 
decided by government, qualify for a 75 or 100 per cent reimbursement in excess of a 
fixed minimum). The Lower Special Refund Category (75 per cent) consists of ten 
chronic illnesses (such as long term hypertension, asthma and cardiac insufficiency), 
while the Higher Special Refund Category  (100 per cent) consists of 34 chronic illness 
(such as diabetes and cancer) where drug treatment is necessary and effective to maintain 
the patient's health status and where the drug restores or replaces normal bodily functions. 
In addition, all outstanding prescribed medical expenditures in excess of a certain sum a 
year will be paid (Additional Refund). Thus there is an annual expenditure ceiling for the 
prescribed medicines. In 2004 this annual expenditure ceiling was €605.  In addition, for 
the poorest people, medical expenditures as well as other health service expenditures are 
reimbursed via subsistence subsidy provided by the municipalities. 
 
Before 1994, pharmaceutical products in Finland could only be sold with the permission 
of the National Agency for Medicines (NAM), and retail prices of medicines distributed 
by the pharmacies were regulated. After the implementation of the European Economic 
Area agreement at the beginning of 1994, a pharmaceutical with valid market 
authorisation may be marketed without its wholesale price having been approved by the 
authorities.  However, one of the criteria for a medicine to be approved for 
reimbursement by SII is that its wholesale price is reasonable. After the reasonable 
wholesale price has been approved, the product will automatically qualify for 
reimbursement under the Basic Refund Category. The Pharmaceutical Pricing Board 
determines the reasonableness of the wholesale price. The board operates under the 
auspices of the Ministry of Social Affairs and Health. In addition to representatives from 
the Ministry of Social Affairs and Health, the Board also has representatives from the 
Ministry of Finance, the Social Insurance Institution and STAKES (the National Research 
and Development Centre for Welfare and Health).  
 
 "Reasonable wholesale price" refers to the maximum price at which the product may be 
sold to pharmacies and hospitals.  Assessment of the reasonableness of the price is based 
on four factors: an economic evaluation of the product compared to major competitors or 
prevailing treatment practices, the wholesale price compared to major competitors and the 
price of the product in other EU countries, budget impact on the NHI, and on clinical 
judgement. It also partly determines the retail price on which the reimbursement is based. 
The retail price includes the pharmacies' profit margin, VAT and the pharmacy fee, which 
all are defined by the government.    
 
Three companies are involved in the significant industrial manufacture of 
pharmaceuticals in Finland. The market share of the Finnish pharmaceutical industry of 
all medicines marketed in Finland has been decreasing throughout the 1990s. Between 
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1990–2003, the market share fell from 48 per cent to 17 per cent. However, exports and 
other international operations have grown in importance and compensated for the fall in 
domestic operations. In 2003 about 65 per cent of the gross invoicing of the Finnish 
pharmaceutical industry was due to international operations. In 2003 the total number of 
personnel employed in the pharmaceutical industry was 7000, of which 4000 were 
employed by companies manufacturing medicines in Finland.    
 

 

 
Policy goals and reforms 

 

The publicly stated long-term objectives of Finnish health policy have always been to 
achieve the best possible health and to reduce disparities in the health of different social 
groups. In Finland the drug reimbursement system is part of the broader social security 
system, which aims to provide—for individuals as well as families—an income security 
against a number of risks and hardships, such as illness and disability. The general aim of 
the National Health Insurance scheme is to reimburse all residents of Finland the 
expenses of necessary pharmaceutical care and reduce the risk to be uncured. 
Reimbursements are based on two general principles: necessity and deductibles. The first 
means that all necessary pharmaceutical care will be covered and the latter that the patient 
usually pays part of the expenses. 

 

The main aim of the reforms throughout the whole of the 1990s was to contain the growth 
of pharmaceutical expenditure and at the same time to ensure the preservation of the main 
principles of the system. Another aim was to guide the prescribing and use of drugs in a  
more appropriate direction. In the beginning of the 1990s the main instrument was to 
increase patient cost sharing, whilst price control became the key measure later in the 
decade. The main reforms in the Finnish pharmaceutical markets from 1990 are outlined 
inTable1.  
 
 
 

Decision-making framework 
 
The Ministry of Social Affairs and Health sets the long-term strategic goals for the 
pharmaceutical policy and prepares the laws concerning medicines (e.g. MSAH 2003). 
Two official bodies under the ministry—the National Agency for Medicines and the 
Pharmaceutical Pricing Board—are the major decision-making bodies affecting the 
pharmaceutical markets. The Social Insurance Institution has a say in the reimbursement 
process, though it is not a decision-maker. Figure 1 broadly outlines the structure of 
decision-making within the pharmaceutical sector in Finland. 
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Table 1.   The main reforms and changes in the pharmaceutical markets in Finland in the 1990s 
 

Year Reform / change Aim of the reform / change 
1990 Fixed deductible for drugs in BRC increased from FIM 30 to FIM 35 Contain public expenditure 
1992 Fixed deductible for drugs in BRC increased from FIM 35 to FIM 45 

and the reimbursement rate reduced from 50% to 40%. 
Reimbursement rate for drugs in LSR reduced from 90% to 80%. 
Some OTC products removed from the list of reimbursable medicines

Contain public expenditure 

1993 Generic substitution operational Contain public expenditure 
1994 A fixed deductible, payable per purchase, introduced into SRCs. 

Fixed deductible for drugs in BRC increased from FIM 45 to FIM 50 
and the reimbursement rate from 40% to 50%. An additional refund 
became payable only after the annual ceiling set to the patient's co-
payments exceeded by FIM 100 

Contain public expenditure 

 Direct price monitoring abolished EEA agreement 
1995 The Pharmaceutical Pricing Board became responsible for setting the 

wholesale price, in which the reimbursement is based To control prices after EEA agreement 

 Turnover tax for pharmaceuticals was replaced by a 12% VAT 
charge. The change increased  retail prices about 7% 

Increase general revenues for the 
government 

1996 Generic substitution was replaced by generic prescribing  
1998 The criteria for new drugs to become eligible for Special Refunds 

reviewed. VAT was reduced from 12% to 8%. Compulsory 
stockpiling surcharge abolished. Pharmacists margin made more 
degressive. Wholesale prices set only for a fixed term. Wholesale 
prices reviewed and rationalised. Applications for reimbursable 
wholesale prices concerning products containing new active 
ingredient and, when necessary, those concerning other 
pharmaceutical products, shall include a health & economic 
evaluation 

Contain public expenditure 

 ROHTO programme launched  To guide physicians towards more 
rational prescribing  

1999 Sub-group of significant and expensive drugs introduced. Drugs in 
this group are reimbursed only if the illness fulfils certain criteria Contain public expenditure 

2003 Generic substitution was  introduced on 1st of April. The prescribed 
medicinal product is substituted in a pharmacy by the cheapest, or 
close to the cheapest, generic alternative. Both the prescribing 
physician and the purchasing individual have the power to refuse the 
substitution. The reimbursement payment will be based on the price 
of the dispensed product. The  price of a medicinal product is 
considered to be close to the cheapest, when the price difference to 
the cheapest substitutable medicinal product, costing less than €40, is 
less than €2 or when the price difference to the cheapest substitutable 
medicinal product, costing €40 or more, is less than €3.  
 

Cut down pharmaceutical expenditure 
by introducing competition between 
pharmaceutical companies 
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Figure 1. Decision-making in the Finnish pharmaceutical sector, a simplified presentation 

 
 
 
Pharmaceutical products enter the market after authorisation from the National Agency 
for Medicines, which is subordinate to the Ministry of Social Affairs and Health. The 
Agency also controls the number and location of pharmacies. New drugs can also enter 
the market through the integrated European market authorisation system. Companies can 
set their wholesale prices freely, but if they want to have the product reimbursed by the 
National Health Insurance scheme, they are obliged to apply for reimbursement from the 
Pharmaceutical Pricing Board, which is attached to the Ministry of Social Affairs and 
Health. The Board regulates the wholesale prices of pharmaceuticals that are reimbursed 
by the NHI. On the whole, the decision-making for the wholesale prices of 
pharmaceuticals, as well as the number of pharmacies, is highly centralised. 
 
In Finland the National Health Insurance scheme reimburses pharmaceutical products on 
each inhabitant independently, i.e. the reimbursement is not inter-linked or co-ordinated 
with other health services, of which most are provided by municipalities and financed 
mostly by municipalities through local taxes and state subsidies.  
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The government and the Ministry of Social Affairs and Health can to some extent affect 
the level of reimbursements defining the reimbursement system of the NHI. 

 

 
Trends in expenditure and utilisation 

 

In Finland as in other countries expenditure on pharmaceuticals has increased more 
rapidly during the last decade than other health expenditure or GDP. Since 1990 the share 
of pharmaceutical expenditure (excluding hospital pharmaceutical expenditure) of total 
health expenditure has increased from 9 per cent to 16 per cent and its share of GDP has 
increased from 0.7 per cent to 1.2 per cent (Table 2). Annual increase of volume of 
pharmaceutical expenditure per capita (i.e. expenditure at constant prices) has overrun 
that of both GDP and total health expenditure almost every year during the past 20 years. 
Pharmaceutical expenditure grew significantly even during the severe economic recession 
at the beginning of the 1990s, while first the GDP and later the total health expenditure 
fell over 5 per cent in one year alone (1991) (Figure 2).  
 
Table 2.  Various indicators on the levels of medicine expenditure 1980-2002 (excluding medicines 
in hospital care) 
 

Total 
expenditure, at 
current prices  
(EUR million)

Per capita 
expenditure 

EUR (at 2000 
prices)

Annual change 
of per capita 

expenditure at 
constant prices 

(%)

Pharmaceutical 
expenditure as 

percent of GDP

Pharmaceutical 
expenditure as 

percent of health 
expenditure

1980 219 76 0.7 10.5
1981 246 80 4.4 0.7 10.1
1982 267 81 1.9 0.6 9.6
1983 309 89 9.1 0.7 9.8
1984 345 93 5.2 0.7 9.7
1985 385 100 6.9 0.7 9.5
1986 416 104 4.0 0.7 9.4
1987 459 112 8.2 0.7 9.4
1988 502 120 7.1 0.7 9.3
1989 557 129 7.6 0.7 9.2
1990 638 140 8.2 0.7 9.2
1991 734 154 9.8 0.9 9.8
1992 791 162 5.1 1.0 10.6
1993 833 168 3.7 1.0 12.1
1994 890 176 4.9 1.0 13.1
1995 987 192 9.5 1.0 13.8
1996 1069 207 7.4 1.1 14.2
1997 1138 219 5.9 1.1 14.6
1998 1156 223 1.8 1.0 14.4
1999 1231 236 6.2 1.0 14.8
2000 1333 258 9.0 1.0 15.3
2001 1465 282 9.4 1.1 15.5
2002 1621 309 9.7 1.2 15.9  
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Figure 2.  Annual change (%) of GDP, health care expenditure and pharmaceutical 
expenditure per capita in 1980-2002  

 
 
 
Pharmaceutical expenditure is typically private expenditure, which is driven by demand. 
Total expenditure is determined by the number of patients using medicines, number of 
medicines per patient and the unit price of medicines. Most non-medical health 
expenditures are public and dominated by supply. Total expenditure is basically 
determined by the number of people working in the health sector and the labour costs per 
individual employed. Non-medical expenditures can be influenced by affecting the labour 
costs (wages) and the number of people working in the health sector. Both of these 
instruments were used during the economic recession in the early 1990s to contain and 
cut down non-medical health expenditures. Similar tools were not available to affect 
medical expenditures.       
 
The use of medicines as measured by the number of prescriptions per capita or by the 
number of prescriptions reimbursed by the NHI has increased steadily during the last 
twenty years but not as quickly as pharmaceutical expenditure (Table 3).  There is some 
variation (from 61 to 66 per cent) in the share of population reimbursed for medicines 
annually by the NHI. This share depends on the development of the reimbursement 
system: it was lowest (61 per cent) in 1994 when the fixed deductible for drugs in the 
Basic Refund Category was increased from FIM 45 (€7.57) to FIM 50 (€8.41).       
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Table 3 .   Various indicators of use of medicines in 1980-2003 
 
 

Total number of 
prescriptions per 

capita

Total number of 
prescriptions per 

capita 
reimbursed by 

NHI

Proportion of 
population recieved 
reimbursement from 

NHI (%)

1980 4.9 4.3 62.8
1981 5.1 4.2 64.5
1982 5.1 4.3 64.2
1983 5.3 4.5 65.5
1984 5.3 4.4 62.9
1985 5.6 4.6 65.4
1986 5.5 4.6 65.1
1987 5.8 4.9 66.6
1988 5.9 4.7 64.9
1989 5.9 4.6 66.0
1990 6.1 4.9 65.3
1991 6.3 5.1 66.5
1992 6.0 4.9 64.7
1993 5.9 4.6 63.6
1994 5.8 4.4 61.4
1995 6.0 4.5 63.0
1996 6.3 4.7 63.9
1997 6.4 4.8 63.9
1998 6.6 5.0 63.0
1999 6.8 5.0 63.4
2000 7.3 5.2 64.2
2001 7.3 5.3 64.8
2002 7.4 5.4 64.4
2003 5.4 63.1  

 
 
 
The share of pharmaceutical expenditure of public health expenditure has also increased, 
and in 2002 around 11 per cent of all public health expenditure was allocated to 
medicines. During the last five years, the share of public financing in total pharmaceutical 
expenditure has also increased by about four percentage points (Table 4). This is due to 
the fact that the share of prescribed medicines reimbursed by the NHI of the total 
pharmaceutical expenditure has increased (Table 5).     
 



Regulating Pharmaceutical Markets in Finland 

STAKES. Discussion papers 4/2005 

12

Table 4.   Public pharmaceutical expenditure 1980-2003 

 

Total  public 
pharmaceutical 

expenditure 
(EUR millions) 

Pharmaceutical 
expenditure of total 
public health care 
expenditure (%)

Public 
pharmaceutical 
expenditure of 

total 
pharmaceutical 
expenditure (%)

Public pharmaceutical 
expenditure of total  

pharamaceutical 
expenditure covered 

by NHI (%)

1980 104.3 6.3 47.7 63.4
1981 117.6 6.1 47.9 63.6
1982 128.0 5.7 48.0 64.3
1983 143.4 5.7 46.4 62.7
1984 157.5 5.6 45.6 62.1
1985 175.6 5.5 45.7 61.9
1986 191.1 5.4 45.9 61.8
1987 216.2 5.6 47.1 62.7
1988 236.1 5.5 47.1 62.5
1989 266.5 5.5 47.9 62.9
1990 308.2 5.5 48.3 63.3
1991 357.6 5.9 48.7 64.2
1992 366.1 6.2 46.3 61.1
1993 376.0 7.2 45.1 60.3
1994 413.7 8.1 46.5 60.4
1995 455.3 8.4 46.1 60.0
1996 504.8 8.8 47.2 60.3
1997 553.1 9.3 48.6 60.9
1998 564.9 9.2 48.9 60.9
1999 611.3 9.8 49.7 61.0
2000 677.8 10.4 50.9 61.7
2001 768.2 10.7 52.4 63.1
2002 859.4 11.1 53.6 63.7
2003 917.5 64.5
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Table 5.  Structure of pharmaceutical expenditure 1980-2002 
 

Basic 
refund 

category 
(40/50)

Lower 
special 
refund 

category 
(80/90%)

Upper 
special 
refund 

category 
(100 %) Total

OTC (not 
coverd by 

NHI)
All 

pharmaceuticals 

1980 46.1 0.0 29.1 75.2 24.8 100.0
1981 46.4 0.0 28.9 75.3 24.7 100.0
1982 45.7 0.0 29.0 74.7 25.3 100.0
1983 46.2 0.0 27.9 74.1 25.9 100.0
1984 45.3 0.0 28.2 73.5 26.5 100.0
1985 46.0 0.0 27.8 73.8 26.2 100.0
1986 43.7 18.4 12.2 74.3 25.7 100.0
1987 43.1 21.8 10.2 75.1 24.9 100.0
1988 41.5 23.1 10.7 75.3 24.7 100.0
1989 41.9 23.2 11.0 76.1 23.9 100.0
1990 41.5 23.2 11.7 76.3 23.7 100.0
1991 40.5 23.1 12.1 75.8 24.2 100.0
1992 39.5 23.3 12.9 75.7 24.3 100.0
1993 37.4 23.7 13.7 74.9 25.1 100.0
1994 38.6 23.8 14.5 76.9 23.1 100.0
1995 40.4 22.2 14.3 76.9 23.1 100.0
1996 42.1 21.9 14.3 78.3 21.7 100.0
1997 43.7 21.5 14.5 79.7 20.3 100.0
1998 45.4 20.8 14.1 80.3 19.7 100.0
1999 47.7 19.7 14.0 81.4 18.6 100.0
2000 48.1 20.0 14.4 82.4 17.6 100.0
2001 46.6 21.0 15.5 83.1 16.9 100.0
2002 47.3 20.9 16.0 84.2 15.8 100.0

Prescribed medicines (covered by NHI)

 
 
 
Regulation of wholesale prices seems to have contained the development of wholesale 
prices and indeed after 1997 the price level has even decreased (Figure 3). Price 
regulation of over-the-counter (OTC) medicines were cancelled in 1994 and since then 
prices have been determined in the markets. As can be seen from Figure 3, OTC 
wholesale prices have increased more rapidly than prices of prescribed medicines even in 
a time of price regulation. 
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Figure 3.   Annual change (%) of wholesale prices of reimbursed medicines and OTC/self-
care products in 1980-2003  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 4.  Annual change (%) of wholesale prices of reimbursed medicines (basic, 
lower and higher refund categories) and non-reimbursed medicines in 1980-2003  
 
 
 
The introduction of generic substitution in 2003 further decreased the price level of 
reimbursed medicines, the decrease being greatest in the basic refund category and in the 
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(Kela 2004). The patients share of savings was €20 million, whilst €25 million was saved 
in drug reimbursement payments. The amount saved approximated to 1.6 per cent of the 
total cost of all reimbursed medicines. It has also been estimated that price competition 
provoked by generic substitution has generated an additional €116 million imputed 
savings (Kela 2004). During the first year and a half, over 885 000 Finns made at least 
one substitution (Table 6).  
 
The growth rate of reimbursement expenditures slowed to 6 per cent during the first year 
of generic substitution. A recent survey indicates, however, that the impact of generic 
substitution may have been temporary, and that reimbursement expenditures appear to 
have resumed a typical growth rate of over 10 per cent per cent, which was the prevailing 
figure before compulsory generic substitution was implemented (Paldán and Klaukka 
2004).  
 
In Figure 5, the annual changes in expenditure of prescribed medicines are split into its 
three determinants: price level, total number of users and volume per user. The main 
driver of cost escalation is the fact that volume per user (cost at constant prices) has 
increased annually at about 7 per cent on average. This was also confirmed by an analysis 
of the regional development of pharmaceutical expenditure per capita (Mikkola et al 
2002). The trend in the volume of utilisation appears in a similar way in all regions, and 
demand factors such as regional demographic, socio-economic and need indicators 
explain very little of the increase in pharmaceutical expenditure. The factors behind the 
increase in volume per user are not known exactly but it seems that it is due to both the 
increasing number of medicines used per person and the change in the quality of 
utilisation in terms of new and more expensive medicines.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 5. Annual change (%) of factors determining expenditure of prescribed medicines 
reimbursed by NHI in 1980-2003, change in price level, total number of users and volume per 
user (cost at constant prices) 
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Table 6. First 18 months of generic substitution in Finland, April 2003-September 2004 
 
 
GENERIC SUBSTITUTION 2003 2004 2003-2004 2004

April - July - October - January - April - April - July -

June September December March March June September

ALL REIMBURSED 
MEDICINES
Prescriptions (million) 7.0 6.6 7.2 6.8 27.5 7.1 6.8
Total cost (€ million)1 344.4 336.3 377.1 350.7 1 408.9 374.3 372.0
Reimbursement payments 
(€ million) 204.6 202.2 224.6 210.8 842.5 224.9 225.8

SUBSTITUTABLE 
PRODUCTS
Prescriptions (million) 3.1 3.0 3.3 3.0 12.4 3.3 3.2
Cost (€ million) 122.3 116.0 127.4 116.1 481.8 129.2 128.0
Reimbursement payments 
(€ million) 66.2 63.0 68.3 62.4 259.8 69.2 69.0

Prescriptions which 
generated substitution 14.5 % 12.9 % 11.3 % 12.0 % 12.6 % 11.5 % 12.0 %
Prescriptions which did not 
generate substitution 
because
-  the physician had 
prescribed the cheapest, or 
close to the cheapest, 
generic alternative 70.9 % 73.6 % 75.7 % 75.2 % 73.9 % 74.0 % 73.1 %
-  the patient forbade 
substitution 10.3 % 10.9 % 10.7 % 10.8 % 10.7 % 11.9 % 12.2 %
-  the physician forbade 
substitution 0.4 % 0.3 % 0.3 % 0.3 % 0.4 % 0.3 % 0.3 %
Another reason for non-
substitution2 3.8 % 2.3 % 2.0 % 1.7 % 2.5 % 2.3 % 2.4 %

Number of patients with at 
least one substitution 348 268 298 145 287 899 287 430 708 553 298 100 300 154

SAVINGS GENERATED 
THROUGH SUBSTITUTION 
(€ million)
For the patient 3.0 2.8 3.3 3.7 12.7 3.8 3.3
For drug reimbursement 
payments 3.5 3.5 4.3 4.8 16.0 4.9 4.1
Total 6.5 6.2 7.6 8.5 28.8 8.8 7.4

SAVINGS GENERATED 
THROUGH SUBSTITUTION 
AND DRUG PRICE 
REDUCTIONS (€ million)
For the patient 7.8 9.7 10.6 11.1 39.2 14.9 17.7
For drug reimbursement 
payments 9.9 12.3 13.2 13.6 49.1 17.8 22.6
Total 17.7 22.0 23.8 24.8 88.3 32.7 40.3

1  Medicine sales through pharmacies, which generated reimbursement payments.
2  For example, the cheapest, or close to the cheapest, generic alternative was temporalily not available, 
or the prescription was issued before 1 April 2003
Source: www.kela.fi/research
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Policies to influence patient demand 
 

 
The role of user charges in Finland is significant. About 20 per cent of total health care 
expenditure is financed by user charges, which is a higher proportion than in many other 
industrialised countries. The share of medical expenses of all household direct expenses 
was about 32 per cent in 1999 and it has increased about 5 percentage points in the 1990s 
(Kela 2001). In Finland there are no studies on the effects of user charges and changes in 
them on the utilisation of drugs. In the Finnish Health Care Survey 1995/1996 it was 
asked: "during this year, have you been obliged to stop or reduce medication". According 
to results, 6 per cent of families reported to have stopped or reduced their use of 
medicines (Arinen et al 1998).  

 

The burden of pharmaceutical expenses is concentrated on chronically ill persons. A 
current study on coronary heart disease patients shows that these patients have on average 
twice as high health care expenses than the average population. This difference is mainly 
due to their additional expenses for prescribed medicines (Keskimäki et al 2004).    
 
In Finland, medicines are classified into two categories: prescription-only and pharmacy 
only OTC (non-prescription) medicines. OTC is defined as those medicines that do not 
need a doctor's prescription.  OTC medicines do not normally qualify for reimbursement, 
although some OTC products used for long-term treatment are reimbursed. In such cases, 
reasonability of the price is assessed by the Pharmaceutical Pricing Board. The 
advertising of non-prescription medicines (including reimbursed products) is permitted in 
all media (print, television and radio as well as on the Internet). The pharmaceutical 
industry operates a voluntary control system for the marketing of medical products. The 
share of OTC medicines in total sales of pharmaceuticals has decreases since 1990 and 
was about 11 per cent of total wholesales in 2003. In 2002 the share of OTC products was 
16 per cent of the total pharmaceutical expenditure (Table 5).  
 
 

 
Policies to influence providers 

 

Guidelines 

 

Specific guidelines related to medicines do not exist, but Rohto—a programme for 
rational prescribing—was implemented during 1998–2002. By utilising the available data 
on the usefulness and overall financial implications of various drug treatments, the 
programme was aimed at improving prescription practices. Various approaches, including 
the continuing of evidence-based medical education, information delivery and providing 
prescribing feedback, were used simultaneously to encourage physicians to critically 
review their own prescribing practices (Helin-Salmivaara et al 2002, Nikkarinen et al 
2002). The Rohto programme was particularly designed to reach primary health care i.e. 
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doctors working at health centres and those involved in occupational health care.  The 
provision of centralised information was augmented by training at local level. The Rohto 
programme became a permanent, official expert body under the Ministry of Health and 
Social Affairs in 2003.  
 
Duodecim (The Finnish Medical Society) has issued 53 national clinical treatment 
guidelines (Current Care) for common diseases and health problems (Duodecim 2004). 
Preparation of 23 further guidelines is under way. Only three of the most recently 
published guidelines include an economic component, usually a cost-effectiveness 
evaluation. There is no research evidence on the effect of the Rohto program on 
prescribing practices and little evidence on how well the Current Care guidelines have 
been adopted in practice (Mikstra-työryhmä 2004). There are no outreach programmes to 
encourage co-operation between doctors and pharmacists.  

 

 

Monitoring prescribing practice 

 

Since 1997, all doctors who have written over 200 reimbursed prescriptions during a 
calendar year have received a summary of their prescriptions and their costs from the 
Social Insurance Institution (Klaukka 2001). The data provided include the number of 
prescriptions and their distribution by patients' age and gender; total costs of the 
medications; average costs of a prescription; groups of medicines which have been most 
commonly prescribed by the doctor; and major groups which have caused the greatest 
costs.  All relevant figures are compared with the average of the speciality of the doctor 
concerned. In addition, the SII follows prescriptions at an individual level and in serious 
cases can also contact a doctor who prescribed the drugs. 
 
According to a study using cross-sectional data in the late 1980s, the elasticity of 
prescribed medicines with respect to the number of visits to a doctor was 0.9. In other 
words, an increase in doctor visits by 1 per cent led to an increase in the monetary values 
of prescribed medicines by 0.9 per cents (Häkkinen 1992). About 60 per cent of patients 
visiting a GP in health centres receive a prescription (Vohlonen 1989).   
 
 
 

Financial incentives 
 
Physicians working in the public sector are mostly paid by fixed monthly salaries. 
Salaries are related to the post, seniority and practical experience. Entry salaries are 
negotiable. About 67 per cent of the primary care physicians(GPs) are designated doctors, 
who are paid according to a combination of salary (about 60 per cent), capitation payment 
(20 per cent), fee-for-service payment (15 per cent) and local allowances (5 per cent). 
Doctors do not have separate budgets (soft, fixed or indicative) for pharmaceuticals.  
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The existence of several public funding sources (e.g. tax financing and the NHI) leads to 
sub-optimal use and allocation of health care resources. Financing often determines how 
services are provided. For example, municipalities are responsible for financing long-
term institutional and outpatient care, while the NHI reimburses certain private outpatient 
costs, mainly pharmaceuticals, private health care and transport.  While it is becoming 
increasingly difficult to draw a clear line between outpatient and institutional care, both 
parties have an incentive to shift responsibility and costs to the other. This often leads to 
perverse incentives and inefficient provision of services, which shows up in overlapping 
capacity in terms of facilities and equipment, as well as in difficulties with co-ordinating 
service provision.  

           

 
Organisation of the pharmacy sector and the method of 
distribution of pharmaceuticals to the public  

 
Pharmaceutical wholesalers, pharmacies, branch pharmacies, hospital pharmacies and 
dispensaries at municipal health centres, as well as pharmaceutical manufacturers, are 
involved in the distribution of pharmaceuticals. All require permission from the 
authorities. The National Agency for Medicines oversees the operations of parties 
involved in distribution to ensure that the obligations and standards imposed on them by 
the Medicines Act are met.  
 
There are two pharmaceutical wholesalers in Finland. Their tasks include domestic 
acquisition, imports, warehousing and wholesale distribution of pharmaceuticals. Finland 
has a single-channel wholesale distribution system. Companies make contracts with a 
wholesaler, which then supplies medicines through that wholesaler alone.  
 
There were around 600 pharmacies and 200 branch outlets in 2003 (PIF 2004). 
Pharmacies employ around 8000 personnel, over 60 per cent of whom have a university 
degree. The average population per pharmacy is about 6 520. Consumers can buy 
medicines only from the pharmacies.  
 
Pharmacies are private companies owned by pharmacists, with the exception of 
pharmacies owned by the universities of Helsinki and Kuopio. Ownership (licence) is 
tightly regulated by the NAM, which controls the number and location of pharmacies. 
The NAM grants licences to pharmacists and the right to operate a maximum of three 
branch outlets. The pharmacy licence is personal and may not be transferred or leased to 
another party. The University of Helsinki is entitled to operate one pharmacy in the 
capital, but in practice it has expanded to several localities and currently has 16 branch 
outlets around the country.  
 
The wholesale margin is not controlled. Competition has lowered wholesale margins to 
four per cent on average. The pharmacist margin is digressive. Pharmacies are also paid a 
fee of €0.42 for any drugs dispensed.  Pharmacies in Finland pay a tax-like graded 
pharmacy fee to the state. The revenue generated by the fee is used to subsidise small 
pharmacies and services in sparsely-populated areas. The pharmacy fee is calculated from 
pharmacies net sales; the average pharmacy fee being about 7 per cent of net sales of 
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pharmacies. Value-added tax on pharmaceuticals is 8 per cent. Pharmacies account for an 
average of 24 per cent of the price of medicines.  
 
Pharmacists are not involved in prescribing to patients. Pharmacies provide information 
to patients on pharmaceuticals and self-care and have developed computer-based 
information systems, which produce patient instructions from the pharmacy’s database. 
Around 200 pharmacies have user-friendly computer-based information systems placed in 
the customer area. Pharmacies have become officially approved partners in implementing 
some national health programmes since 1997, such as asthma and diabetes programmes.  
Medicines supplied to hospitals and health centres are mostly supplied directly by their 
own hospital pharmacy or dispensary, which are subject to licensing by the NAM. Most 
hospitals pharmacies or health centre dispensaries receive their medicines from a 
wholesaler. Hospitals and health centres have formed local geographical purchasing 
pools, with a total of 24 hospital pharmacies and 224 dispensaries.  
 
A hospital pharmacy or dispensary run by a health centre is authorised to supply 
medicines to municipal hospitals and health centres, as well as to other social welfare and 
health care institutions, e.g. elderly care. Some medicines required by a hospital or 
municipal health centre are not available commercially, or wholesalers do not import 
these products. In such cases, a hospital pharmacy either prepares the medicine itself or 
imports it.  

 

 

Generic substitution  

 
Voluntary generic substitution was introduced in 1993. A medicine prescribed by a 
doctor was substituted in a pharmacy with a cheaper equivalent. The NAM approved a 
list at the outset of about 20 pharmaceutical agents that could be substituted. Both the 
doctor and the patient had to agree to substitution. Generic substitution generated little 
interest, with about only 10-20 prescriptions per month throughout Finland (Martikainen 
et al 1999). 
 
Generic substitution was abandoned in 1996 and prescriptions using generic names was 
introduced. The idea was that the doctor will prescribe only by using a generic name, not 
the brand name, and the pharmacy will supply the patient with the least expensive 
product chosen from the available pharmaceutical equivalents. The amount of generic 
prescribing remained insignificant. Out of 2.6 million monthly prescriptions, on average 
only 600 were prescribed using a generic name (Martikainen et al 1999).  
 
Compulsory generic substitution became effective on 1st of April 2003. The prescribed 
medicinal product is substituted in a pharmacy by the cheapest, or close to the cheapest, 
generic alternative. Both the prescribing physician and the purchasing individual have the 
power to refuse a substitution. The reimbursement payment will be based on the price of 
the dispensed product. The price of a medicinal product is considered to be close to the 
cheapest, when the price difference to the cheapest substitutable medicinal product, 
costing less than €40, is less than €2 or when the price difference to the cheapest 
substitutable medicinal product, costing €40 or more, is less than €3. 
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Regulations regarding pharmaceutical expenditure in 
hospitals 

 
 
There is no national regulation of pharmaceutical expenditure in hospitals, although 
pharmaceuticals used in hospitals make up around 20 per cent of the total pharmaceutical 
expenditure. Each hospital pharmacy has a budget, while pharmaceutical expenditures are 
also included in the departmental budgets.  
 
Each hospital and several health centres have a pharmaceutical board which is an expert 
body that evaluates and recommends medicines to be approved for entry into the drug 
formulary for medicines in hospitals and health centres.  The drug formulary is intended 
to ensure safe and effective pharmacotherapy for medicines regularly needed in hospitals. 
Hospitals and health centres are obliged to keep an obligatory store of medicines that 
belong to the drug formulary to cover a six-month period of average consumption. While 
there are no limited lists, the number of active substances in the drug formulary ranges 
from 100–800 in a typical regional hospital (Hermanson et al 2001). Most hospitals also 
have a consumption stock of medicines, which includes 150-800 active substances. A 
typical dispensary in a regional hospital has around 100-1100 active substances.  
 
Hospitals and health centres have formed local geographical purchasing pools to 
strengthen their negotiating power on pharmaceutical prices. Purchasing pools usually 
cover one hospital district, but in some areas two or more hospital districts co-operate in 
purchasing pharmaceuticals. As purchasing pools start to cover most of the country, their 
impact on pharmaceutical expenditures is diminishing.  Discounts to purchasing pools 
used to depend mainly on the size of the pool, but new regulations on public competition 
seem to have diminished variation in discounts. All bids to purchasing pools are made 
public when the pool approves the supply contract. While there is no upper limit for 
discounts to purchasing pools by pharmaceutical companies, they rarely exceed 60 per 
cent. 

  
 

Discussion 
 
 
Despite the numerous measures taken in Finland since the beginning of the 1990s to 
restrain the growth of pharmaceutical expenditure and reimbursement costs, no effective 
solution with long-term effects has been found.  Policy measures have focused mainly on 
price regulation, and less attention has been paid to volume control and to creating 
financial incentives for physicians.  
 
The rate of growth of wholesale and retail prices has come down steadily in the 1990s, 
but it is very difficult to interpret the implication of these developments accurately.  New 
and expensive products that enter the markets typically distort the evaluation of price-
developments, as a quality component is not included in the price index. It is evident, 
however, that the growth of pharmaceutical expenditure has slowed down three times 
since the beginning of the 1990s, mainly as a result of the administrative decisions taken. 
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Even in spite of this, pharmaceutical expenditure has grown significantly faster than the 
total health expenditure.  
 
Patient co-payments are exceptionally high in Finland, but there is no research on how 
co-payments have affected equity between socio-economic groups in the use of medicines 
and pharmaceutical expenditures. As pharmaceutical expenditure has risen more rapidly 
than the total health expenditure, the share of pharmaceuticals in households' health 
expenditure and total consumption expenditure has increased significantly since the 
beginning of the 1990s.  
 
Pharmaceutical markets are demand driven contrary to the rest of the Finnish health care 
markets, which are mostly driven by supply. Public regulation of pharmaceutical markets 
has mainly focused on prices, and less on demand for pharmaceuticals. There have been 
concerted efforts to affect demand indirectly through focused training programmes aimed 
at influencing doctors prescribing practices. Research evidence on the effectiveness of 
focused training is lacking.  
 
Voluntary generic substitution and generic prescribing implemented in the mid 1990s had 
hardly any effect on prescribing practices and expenditures. Compulsory generic 
substitution introduced in 2003 has effectively reduced prices in product groups 
belonging to its domain, and has resulted in savings in the first year and a half of 
operation. 
 
Physicians do not have financial incentives to allow for pharmaceutical expenditures in 
out-patient care, as the expenditures fall on patients and the National Health Insurance. 
Doctors may, however, give consideration to the expenditures that fall on poor patients 
while prescribing.  In hospitals, physicians need to assess the costs of medication more 
closely as the expenditures are included in departmental budgets.  
 
A multichannel financing system is increasingly creating cost-shifting problems in elderly 
care and hospital care. Municipalities pay drug expenditures for inpatient care, while out-
patient expenditures are paid for by patients and reimbursed by the National Health 
Insurance. Municipalities often tend to transfer elderly patients from nursing homes to 
sheltered accommodation in order to shift the cost burden from municipalities to patients 
and the National Health Insurance. Many new and expensive out-patient drugs, particular 
in cancer care, are not reimbursed by the National Health Insurance, but are provided 
free-of-charge to patients by hospitals, which in turn invoice them to the municipalities. 
This creates an unnecessary use of hospital care in order to obtain free medication and 
restricts the adoption of new medical treatment practices.   
 
Several committees, working parties and trustees since the beginning of the 1990s have 
outlined numerous recommendations to reform pharmaceutical policy in Finland, but no 
radical reforms have been implemented. Minor reforms taken include increased use of 
pharmacoeconomic evaluation in decision-making. Pharmaceutical firms are required to 
supply a health and economic evaluation of their product if they want it to be reimbursed 
by the National Health Insurance. Authorities, however, have allocated very little 
resources on health economics expertise in practice. For example, the Pharmaceutical 
Pricing Board that decides the reimbursement does not have health economists on the 
Board, nor has it invested on expertise in health economics.  
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