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FOREWORD

Projections concerning the long-term outlook of the social security schemes administered 
by the Social Insurance Institution of Finland (Kela) are made regularly by the Institution’s 
Actuarial Section. The report at hand was compiled with the help of an aggregate model 
devised by the Actuarial Section. In the model, various universal factors influencing ben-
efit trends are consolidated and the interactions between individual benefits are taken 
into account. The demographic forecasts underlying the report have also been made by 
the Actuarial Section. Estimates of income and administrative costs have been made in 
cooperation with the Financial Planning Section.

The baseline projection is, up to the year 2015, mainly based on calculations submit-
ted to the Finnish Ministry of Social Affairs and Health in March 2011. From 2016 onward, 
the year-on-year change in macroeconomic indicators is estimated as a constant. Also 
starting with the year 2016, the assumption that certain benefits will be raised by one 
half of the increase in real incomes has been built into the baseline projection. Therefore, 
increases in benefit levels are considered separately for each benefit. In other respects, 
the basis for calculation conforms to the current legislation. 

Some uncertainty attaches to the long-range projections presented in this report. Still, 
the results offer a starting point to the examination of such structural issues facing the 
social security schemes administered by Kela as the sustainability of scheme funding 
and the effects of population ageing. 

The actuarial report was last published in June 2006. 
To the extent appropriate, this report was compiled in accordance with the recom-

mendations of the International Actuarial Association introduced in 2003. 

Actuarial Section, 6 April 2011 
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1 SUMMARY 

The report begins with an introduction, in Chapter 2,  to the benefits provided by the So-
cial Insurance Institution (Kela). As in the rest of the chapters, the information is organ-
ised according to benefit fund, with the benefits paid out of the National Pension Insur-
ance (NPI) Fund, the National Health Insurance (NHI) Fund and the General Fund for So-
cial Security discussed separately. The financing of benefits is the subject of Chapter 3. 
Here too the information is presented separately for each benefit fund. 

General assumptions underlying the demographic and macroeconomic development 
are set forth in chapters 4. The two projections of trends in expenditure, income and con-
tributions are based on demographic forecasts. The demographic forecast underlying the 
baseline projection assumes that life expectancy will increase by 6 years over the next 
50 years and that net immigration will be 10,000 persons per year. The latter assump-
tion is based on the variation observed over the last few decades. Year-on-year change in 
the selected macroeconomic indicators is estimated to be constant from 2016 onwards, 
with the annual change in the cost-of-living index fixed for purposes of the analysis at 
2% and that in real incomes at 1.75% per year. Starting from 2020, the share of the un-
employed in the total labour force is assumed to be 5%. 

Also starting from 2016, a number of additional assumptions are made about such 
phenomena as indexation, the effective age of retirement, and the incidence of benefits 
in various age groups (see section 4.3). In the baseline projection, the benefits tied to 
the National Pensions Index and those tied to no index at all are increased by 50% of the 
growth in real incomes. As a result, benefits will, over the long term, maintain their level 
better relative to the general standard of living. This assumption applies mainly to the 
benefits paid out of the NPI Fund and the General Fund for Social Security. With regard to 
benefits paid out of the NHI fund, the prices of medicines are assumed to follow income 
growth and compensations for medical care expenses to keep pace with incomes, with 
the result that the rate of compensation will remain the same. 

Other calculation criteria are consistent with the existing legislation. Estimates con-
cerning income and expenditure up to the year 2015 are mainly based on projections 
submitted in March 2011 to the Finnish Ministry of Social Affairs and Health. 

Demographic forecasts are presented in Chapter 5. 
Baseline projection results concerning the number of benefits in payment are pre-

sented in Chapter 6 and results concerning income, expenditure and contributions in 
Chapter 7. Results of the projection made on the basis of the alternative demographic 
forecast, concerning income, expenditure and contributions, are analysed in Chapter 8. 
Conclusions are presented in Chapter 9. 

Projection results are shown at 2010 prices. 

I  The projections show population to grow until the late 2030s, at which time it will 
exceed the current population by 320,000 persons. After that, the population will hold 
steady. With the ageing of the large post-war age groups, the number of elderly and 
their share of the population will increase substantially. The number of persons aged 65 
years or over will increase 1.6-fold (or by about 550,000 persons) from 2010 to 2030, 

                                                                                                                          | Actuarial publications of Kela 10 • 2011 | 7



20,000

25,000

Million €

10,000

15,000

0

5,000

1980 1990 2000 2010 2020 2030 2040 2050 2060

Administrative costs National Pension Insurance Fund

National Health Insurance Fund General Fund for Social SecurityNational Health Insurance Fund General Fund for Social Security

after which the rate of increase will moderate. In 2060, over-65s will number 1.6 million 
(600,000 more than in 2010). The population of working age is expected to shrink by 
240,000 from 2010 to 2030 (a year-on-year decrease of 12,000 persons on average). The 
rate of decrease will gradually slow down in the period to 2060. The number of children 
is estimated to remain nearly at current levels over the projection period. 

II  Total expenditure by Kela amounted to EUR 12.6 billion in 2010. In the baseline 
projection, the expenditure is estimated to grow in the near future. The rate of growth 
is expected to hold relatively steady at about one percent per year over the projection 
period. The expenditures for 2030 and 2060 are estimated at EUR 14.9 billion and EUR 
19.9 billion, respectively. Expenditure for 2060 is 58% larger than the 2010 expenditure. 
There is an increase in nearly all categories of expenditure in the projection period. The 
fastest growth is seen in medical care insurance. (See Figure 1) 

Figure 1. Total expenditure by Kela in 1980–2060 at 2010 prices

As a share of GDP, expenditure on benefits was at its peak in the early 1990s, reach-
ing about 10%. This was due to the effects of an economic depression and a number of 
new benefit schemes whose administration was entrusted to Kela. The share of benefit 
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expenditure in GDP declined as the economic situation improved, but increased again in 
2008 as a result of a recession. The share was at 6.6% in 2010. In the baseline projec-
tion, the share declines quite steadily to about 5.4% in 2030 and 4.1% in 2060. 

III  NPI contributions levied from employers were abolished partially in 2009 and fully 
in 2010. With this, the NPI scheme became fully state funded. Another major change in 
the NPI scheme was the introduction of guarantee pensions on 1 March 2011. 

In pension insurance, the starting assumption (see section 4.3) is that expected age 
at retirement of a 25-year-old will increase by 3 years from 2008 to 2025. The number of 
national pension beneficiaries will decrease over the next few decades. In 2010, every 
other, and in 2030, every third pension recipient will collect at least some national pen-
sion. In 2060, only about one in four will. 

Disability benefits excluded, the expenditure of the NPI Fund will remain at about the 
2010 level despite expected general increases in benefit levels. Expenditure on guaran-
tee pensions shows a declining trend over the long term. Despite an expected decrease 
in the number of national pension beneficiaries, expenditure from the NPI Fund is es-
timated to grow. This is because the number of disability beneficiaries will rise rapidly 
as the population ages and because benefit levels are indexed to half of wage growth.

 IV  NHI expenditure is estimated to more than double over the projection period. The 
expenditure will be redistributed among the various benefit branches, with the share of 
the medical care insurance increasing and that of the earned income insurance decreas-
ing. In the former, medicine expenditures are the category showing the greatest increase. 
In the latter, parental allowances increase more than sickness allowances. 

The financing of the NHI scheme was in 2006 divided between earned income insur-
ance and medical care insurance. They are financed with contributions determined year-
ly on the basis of estimated benefit expenditure and the total sum of wages, and with 
fixed state contributions. The current assets of the NHI Fund have a variation range of 8 
to 12% of the total annual NHI expenditure. 

The earned income insurance and medical care insurance contribution rates have var-
ied in recent years mainly as a result of the financial crisis that began in 2008. In 2011, 
the contribution rate for the medical care insurance is unusually low. This is because of 
the surplus achieved in 2010, which was considered as an attenuating factor in setting 
the 2011 contribution rate. Following the end of the financial crisis, the contribution rate 
is projected to hold steady beginning from 2013. The earned income insurance shows a 
declining trend between 2013 and 2060, while the medical care insurance remains al-
most unchanged, even as total NHI expenditure is projected to more than double from 
2010 to 2060. (See section 7.2.) 

V In the NHI scheme, the greatest increase is projected to occur in the medical care 
insurance, especially in prescription drug reimbursements. Drug expenditure is estimat-
ed to grow 2.9-fold from 2010 to 2060. However, the contribution rate is, in the baseline 
projection, estimated to increase only moderately. 

When it comes to the medical care insurance, we look at three alternative lines of de-
velopment with divergent effects on contribution rates. In the baseline projection, drug 
prices are assumed to track wage growth. In the alternative projection, drug reimburse-

                                                                                                                          | Actuarial publications of Kela 10 • 2011 | 9

Summary



ment expenditures are estimated to outstrip earnings growth. The expenditure is 1.9 
times higher than in the baseline projection, with the result that the contribution rate 
for wage earners and for the self-employed would rise 1.6-fold from now to 2060. With 
regard to reimbursements of other medical expenses, we look at two alternatives, in the 
first of which the reimbursements cover 60% of expenses, while in the second the fixed 
charges used to calculate the reimbursements would remain at their current level as the 
rate of reimbursement would decline significantly. (See section 7.2.1.) 

VI  Expenditure from the General Fund for Social Security is projected to increase by 
about 25% from 2010 to 2060. Individual benefits show a uniform trend, the only excep-
tion being the unemployment benefits, expenditure on which is estimated to decrease 
early on in the projection period as the rate of unemployment declines. The rise in ex-
penditure is primarily due to the assumption that benefit levels will be indexed to half of 
wage growth. Benefits paid out of the General Fund consist mainly of benefits for young 
people and families with children, which means that population ageing will not boost 
benefit expenditure to the extent that it does in the National Pension Insurance and the 
medical care insurance. 

VII  Population is estimated in the alternative projection as a little under 3% larger 
than under the baseline projection across all age groups. In the period to 2060, the pro-
jected rates of increase in the number of young people, working-age adults, and over-65s 
are 7%, 8%, and 15%, respectively. The alternative projection diverges from the baseline 
projection only in terms of the demographic assumptions. 

In the alternative projection, total expenditure by Kela is higher than in the baseline 
projection in all benefit funds and throughout the projection period. The biggest differ-
ence is observed in benefits paid out of the NPI Fund. An above-average rate of increase 
is seen also in the medical care insurance. This is explained by the fact that the demo-
graphic forecasts differ most in terms of the number of people over age 65. At the end of 
the projection period, expenditure is estimated to be EUR 2 billion or 10% higher than 
in the baseline projection.
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2 BENEFITS PROVIDED BY KELA

This chapter presents the benefits available from the social security schemes adminis-
tered by Kela and describes their eligibility conditions. Benefits not provided by Kela are 
discussed briefly insofar as they are relevant to the benefits provided by the Institution 
(e.g., pensions and unemployment security). The benefits are divided into three groups 
according to the benefit fund from which they are paid. There are three such funds: the NPI 
Fund, the NHI Fund, and the General Fund for Social Security. In addition, Kela has a pen-
sion liability fund used to pay out staff pensions. The staff liability fund is not addressed 
in this report.

2.1 Overview Of pensiOn and unemplOyment insurance 

2.1.1 Overview Of pensiOn insurance

The Finnish pension system consists broadly of two statutory schemes which provide, 
respectively, national pensions and earnings-related pensions for employees and self-
employed persons. Besides the level of earnings, the latter are related to the number of 
years worked. Persons outside the labour force or in receipt of a small earnings-related 
pension only are paid a national pension. 

Earnings-related pensions 

The purpose of the earnings-related pensions is to help retirees maintain their accus-
tomed level of consumption. The amount of the earnings-related pension is affected by 
earned income and length of employment history. The system is statutory and manda-
tory to all workers and to agricultural and other entrepreneurs. Earnings-related pen-
sions are payable as old-age, disability, unemployment, survivors’, early old-age and 
part-time pensions  

The earnings-related pension system was reformed with effect from 1 January 2005. 
The new system includes a flexible retirement option on an old-age pension between 
ages 63 and 68. It also provides incentives for continued employment and offers a pref-
erential pension accrual rate for those extending their career. 

Pension benefits begin to accrue at age 18 for employment, self-employment, de-
gree-oriented study, care of small children, job alternation leave and periods in receipt 
of earnings-related unemployment allowance. Age-specific accrual rates are as follows: 
for persons between ages 18 and 52, 1.5% of annual earnings; for persons between ages 
53 and 62, 1.9% of annual earnings; and for persons between ages 63 and 68, 4.5% of 
annual earnings. Earnings-related pensions for employees and self-employed persons 
are typically 50-60% of career earnings. The net percentage is higher because of income 
tax progression. 

Earnings-related pensions are funded with contributions set at 22.0% of wages in 
2010. Employers account for 16.9% and employees for 4.5%, on average. Employees 
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over the age of 53 years contribute a higher share (5.7%) because of their higher pen-
sion accrual rate, while their employer’s share is correspondingly smaller. 

The life expectancy of Finns has increased by about one year for each post-war dec-
ade. This trend is projected to continue. As part of the 2005 pension reform, the decision 
was taken to introduce a so-called life expectancy coefficient, which started to affect the 
amount of pensions being paid out in 2010. The coefficient is applied as follows: for each 
birth cohort, the change in mean life expectancy since 2009 is calculated. The resulting 
coefficient is used to adjust the cohort’s pension level downward in proportion to the ex-
tension of life expectancy. The purpose of the coefficient is to ensure that the added life 
expectancy ends up extending the working life and not only the time spent in retirement. 

2.1.2 Overview Of unemplOyment security 

The Finnish unemployment security system covers those living permanently in Finland 
and those working in Finland, regardless of their country of residence. Income security 
for the unemployed is provided mainly in the form of unemployment allowances, labour 
market subsidies and for the persons born before 1950 also in the form of unemploy-
ment pensions. 

The unemployment allowance is payable either as an earnings-related or basic al-
lowance. Administration of the earnings-related unemployment security system is the 
responsibility of special unemployment funds. Basic security for the unemployed is pro-
vided by Kela. 

Earnings-related unemployment security 

Eligibility for the earnings-related unemployment allowance extends to unemployed mem-
bers of an unemployment fund who meet certain conditions concerning fund member-
ship and length of employment history. Following a 7-day waiting period, the allowance 
is paid for 5 working days per week.

The earnings-related unemployment allowance is proportional to previous income. It 
consists of a basic amount equal to the basic unemployment allowance and an earnings-
related amount. Increases for children are the same as those available with the basic un-
employment allowance. Up to a certain income limit, the earnings-related unemployment 
allowance is equal to 45% of the difference between daily wages and the basic amount. 
On income above the limit, the corresponding percentage is 20%. Higher percentages 
apply for persons who receive a supplementary or transition assistance amount. 

Earnings-related unemployment allowance is payable for a maximum of 500 days. 
In addition, ageing unemployed persons who satisfy the condition regarding previous 
employment are eligible for an extended unemployment allowance and can avail them-
selves of a kind of unemployment path to retirement.

Unemployed persons who reach age 57 before exhausting the 500-day maximum can 
draw it until their 60th birthday. If unemployment continues after the maximum eligibility 
period is over, recipients can claim labour market subsidy (entitlement to additional days).
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2.2 Benefits paid Out Of the natiOnal pensiOn insurance fund 

NPI benefits are tied to the national pension index which tracks the cost-of-living index. 

2.2.1 natiOnal pensiOns 

National pension (tested against other pension income) 

Eligibility for national pensions extends to persons living in Finland. Citizens of Fin-
land become eligible once they have lived in Finland for a total of at least three years 
after reaching the age of 16 years. Refugees, stateless persons, and citizens of EU/EEA 
member states and certain countries having concluded a social security agreement with 
Finland are treated as Finnish citizens. The purpose of the national pension is to offer 
minimum income security for pensioners with no other pension income or only a small 
earnings-related pension.

The old-age retirement age under the NPI scheme is 65 years. An early old-age pen-
sion can be granted to persons between ages 62 and 64. National pensions are reduced 
by earnings-related pensions. This means that the amount of a national pension is pro-
portional to the amount of any pensions based on employment or other pension-equiv-
alent benefits being paid out to the recipient.

National pensions are payable as old-age, disability and unemployment pensions. 
Housing allowance for pensioners, care allowance for pensioners and front-veterans’ 
supplements have been available as stand-alone benefits since 1997. Since 2001, this 
applies also to increases for children provided that the recipient draws some other stat-
utory pension besides a national pension. 

Survivors’ pensions, increases for children and evaluation of work capacity

Survivors’ pensions are payable to persons living in Finland and, on certain conditions, to 
surviving spouses under age 65 and orphans living in another EU member state. Spouse’s 
pension is paid following the death of a spouse and orphan’s pension following the death 
of a father, mother or other guardian. An increase for children is paid to pensioners with 
a child under 16 years of their own or of their spouse who lives in the same household. 
It is payable also to pensioners who provide for a child who is under 16 years and does 
not live with the pensioner. The amount is equal at least to the child maintenance allow-
ance. Kela may require persons claiming or receiving a disability pension to have their 
work capacity evaluated by an appointed professional. The costs of the evaluation are 
covered by the Institution.

2.2.2 Other Benefits paid Out Of the natiOnal pensiOn insurance fund 

Other benefits paid out of the National Pension Insurance Fund

Guarantee pensions

Guarantee pensions are payable since 1 March 2011 to all pensioners whose own pension 
is less than EUR 688 per month in 2011. The amount of the guarantee pension is affected 
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by the recipient’s other Finnish or foreign pensions. Their full value is deducted from the 
full amount of the guarantee pension. The guarantee pension is not affected by the pen-
sioner’s earnings, capital income or assets. It is also not affected by the care allowance 
for pensioners, the housing allowance for pensioners or the informal care allowance. 

Benefits for front-veterans 

The front-veterans’ supplement is payable at a fixed rate to all entitled persons. The ad-
ditional front-veterans’ supplement is determined by reference to the amount of the na-
tional pension reduced by other pensions. 

Housing allowance for pensioners 

The purpose of the housing allowance for pensioners is to assist low-income pension-
ers with housing costs. The allowance covers 85% of reasonable housing costs exceeding 
a deductible share. ‘Reasonable housing costs’ are fixed annually by Government decree. 

Housing allowance for pensioners can be paid to persons living in Finland who have 
reached age 65 or who are between ages 16 and 64 and receive a national, survivors’ or 
guarantee pension from Kela or a full disability pension or unemployment pension from 
an earnings-related pension provider. Additionally, it can be paid to persons collecting 
compensation for full disability resulting an injury sustained in employment, traffic or 
military service. 

Disability benefits 

The amount of disability benefits is not affected by the recipient’s income or assets. 
Disability benefits are not subject to tax. They are payable at three rates (basic, middle 
and highest) according to the need of assistance and amount of additional expenses. The 
disability benefits comprise the disability allowance for persons under 16 years of age, 
the disability allowance for persons aged 16 or over, the care allowance for pensioners, 
and the dietary grant. Residence in Finland is a condition for eligibility. 

Disability allowance for persons under 16 years of age can be awarded to children 
who meet the age requirement and have a disability or long-term illness. The disability 
allowance for persons aged 16 years or over is intended to support non-retired, working-
aged persons with disabilities in their daily activities, employment and study. Disability 
allowance cannot be granted to persons who have been awarded a disability pension 
under the National Pensions Act or a full disability or individual early retirement pension 
awarded under an act on earnings-related pensions. 

The care allowance for pensioners  is aimed at making it easier for sick and disabled 
persons to live and receive care at home and at compensating them for the additional 
expenses arising from their disability. Eligibility extends to persons living who are aged 
65 or over or who are under 65 years of age and receive disability pension, rehabilitation 
subsidy or individual early retirement pension. Since 1 January 2010, the care allowance 
for pensioners can also be paid to persons who are in institutional care. Recipients of 
the additional front-veterans’ supplement who receive the care allowance at the middle 
or highest rate also qualify for a veterans’ supplement. 

The dietary grant is payable to persons with coeliac disease.
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2.3 Benefits paid Out Of the natiOnal health insurance fund

In a reform of the NHI scheme carried out on 1 January 2006, the system was divided, in 
terms of financing, into two separate sub-systems: an earned income insurance system 
and a medical care insurance system. The financing is discussed in Chapter 3. 

The earned income insurance comprises sickness allowances, maternity, paternity 
and parental allowances, rehabilitation allowances, and compensations to employers for 
the provision of occupational health services. The medical care insurance includes re-
imbursements for pharmaceutical and other medical expenses, rehabilitation services, 
and contributions to the Finnish Student Health Service. 

2.3.1 earned incOme insurance 

Sickness allowance  

All permanent residents of Finland are covered by the statutory National Health Insur-
ance (NHI) scheme. Sickness allowance is provided to persons between ages 16 and 67 
who are medically incapacitated from performing their regular job or one closely com-
parable to it. The amount of the sickness allowance is related to earnings. Persons with 
no income receive a minimum allowance. For persons with small or average income, the 
allowance is equivalent to about 70% of earnings. The sickness allowance is paid fol-
lowing a waiting period, which consists of the day of onset of the illness and 9 working 
days (earnings-related allowance) or 55 calendar days (minimum allowance). It is paid 
for a maximum of 300 days. The sickness allowance generally takes precedence over 
disability pensions provided under the acts on earnings-related pensions. Payment of 
the pension begins once payment of the allowance has ended. The sickness allowance 
is secondary to accident or motor insurance compensations and to compensations for 
loss of income paid during rehabilitation.

Maternity, paternity and parental allowances 

Maternity, paternity and parental allowances are paid on account of pregnancy, childbirth 
and child care. Eligibility requires a residence in Finland of at least 180 days immediate-
ly before the calculated date of delivery. Periods of insurance completed in another EU 
country count towards this limit. The maternity allowance is paid for the first 105 work-
ing days. It is followed by the parental allowance, which is paid for 158 working days 
and can be paid to either parent. Fathers resident in Finland are entitled to a paternity 
allowance paid for up to 18 working days during the maternity and parental allowance 
period. Fathers who are paid parental allowance or partial parental allowance for the 
last 12 days or more of the parental allowance period can get paternity allowance for an 
additional 1–24 working days. This period of 13 to 36 working days is referred to as the 
daddy month. The maternity, paternity and parental allowances are proportional to earn-
ings. Persons with no income are paid a minimum allowance. For persons with small or 
average earnings, the parental allowance is equivalent to 70% of earnings.

                                                                                                                          | Actuarial publications of Kela 10 • 2011 | 15

Benefits provided by Kela



Rehabilitation allowance 

The rehabilitation allowance is payable to insured persons aged between 16 and 67 years 
who are prevented from working because of rehabilitation. The rehabilitation allowance 
can consist of the rehabilitation allowance proper, a maintenance allowance and reha-
bilitation assistance paid in the post-rehabilitation period. As a general rule, the reha-
bilitation allowance is equal to the sickness allowance that would be paid were the re-
cipient unable to work because of an illness. Young persons between 16 and 19 years 
are eligible for a youth rehabilitation allowance that can be granted even in the absence 
of a formal decision on rehabilitation. It is payable to young persons whose capacity for 
work, earnings potential and ability to find an occupation or a job are significantly im-
paired because of an illness or injury. 

Occupational health care 

Employers are mandated to see to the provision of occupational health services for their 
workforce in order to prevent work-related health hazards. In addition to the statutory 
provision, employers may choose to offer access to medical services and other health 
care. Employers are eligible for compensation under the NHI scheme for necessary costs 
of occupational health services mandated by the Act on Occupational Health Care. The 
compensations are subject to a fixed maximum amount per employee, and are paid ret-
rospectively for each accounting period. Self-employed persons and agricultural entre-
preneurs are also entitled to compensation for the cost of private occupational health 
services. 

2.3.2 medical care insurance 

Insured persons are entitled to reimbursement in respect of illness for the cost of neces-
sary medical care. The following costs are reimbursable: fees charged by private doctors 
and dentists, drugs prescribed, examinations and treatments ordered by a doctor, and 
medically necessary transport. The reimbursements are determined in a number of dif-
ferent ways. Some benefits are subject to copayment. A variable share of the costs ex-
ceeding the copayment is reimbursed. Certain other reimbursements are calculated on 
the basis of fixed charges. If the actual fee charged exceeds the fixed charge, the fixed 
charge is used to calculate the reimbursement. 

Reimbursements of pharmaceutical expenses 

Reimbursements of pharmaceutical expenses are determined according to illness and 
the specific medicine taken. They are paid on the basis of the price of the medicine or a 
lower reference price, which is specific to a single group of medicines. Normally, a basic 
reimbursement covering 42% of the actual or reference price is provided. Medicines in 
the basic reimbursement include anti-ulcer agents, antibiotics, nonsteroidal anti-inflam-
matory drugs and allergy medications. 
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Comprising two reimbursement categories, special reimbursements are available on 
application only. The lower rate of special reimbursement is 72%. This category includes 
antihypertensives, anti asthmatics, coronary disease medications, and drugs used to 
treat rheumatoid arthritis. Reimbursement at the higher special reimbursement rate of 
100% (minus a copayment) is available for drugs used to treat certain severe, chronic 
diseases. They include diabetes, epilepsy, glaucoma and cancers. 

There is an annual limit on copayments. All reimbursable drugs are reimbursed in 
full (with the exception of the drug-specific copayment) to patients who exceed the lim-
it. Certain drugs (e.g. over-the-counter medicines available without a prescription) are 
not reimbursable. 

Reimbursements of medical care expenses 

In addition to pharmaceutical expenses, the NHI scheme contains provisions for the re-
imbursement of medical care expenses. The reimbursements for doctors’ and dentists’ 
fees and for examination and treatment charges are based on a schedule of fixed charg-
es which are confirmed by Kela and whose basis is established by the Government. For 
doctors’ and dentists’ fees, 60% of the fixed charge is reimbursed. War veterans have 
three reimbursement rates for dental expenses: 50, 60, and 100 percent. In the case of 
examination and treatment charges, 75% of costs are reimbursed after deduction of a 
fixed copayment. Travel expenses resulting from medical care are reimbursed in full af-
ter deduction of a copayment. There is an annual maximum on out-of-pocket travel ex-
penses, after which travel expenses are reimbursed in full. 

The medical care insurance also provides for the reimbursement of medical care for 
students and of benefits in kind given under the EU legislation and agreements on so-
cial security. 

Rehabilitation services 

Vocational rehabilitation is provided to persons with impaired functional capacity whose 
fitness for work and earnings capacity are significantly compromised on account of an 
illness, handicap or injury or who, without access to vocational rehabilitation, would 
likely have to retire on a disability pension within about five years because of the ill-
ness or injury. 

Medical rehabilitation is available through Kela for persons under the age of 65 years 
who have an illness or injury that results, for a period of at least 12 months, in consid-
erable difficulty or strain with daily activities at home, work or other areas of life, not in-
cluding periods of institutionalisation in a public facility. 

On a discretionary basis, Kela offers such forms of rehabilitation as vocationally ori-
ented medical rehabilitation, individualised periods of rehabilitation, adaptation train-
ing, group rehabilitation events for specific illnesses, and rehabilitative treatment mainly 
for workers and persons of working age. 

Previously provided on a discretionary basis, psychotherapeutic services have been 
a legally mandated activity since the beginning of 2011. 

                                                                                                                          | Actuarial publications of Kela 10 • 2011 | 17

Benefits provided by Kela



2.4 Benefits paid Out Of the General fund fOr sOcial security 

Any benefits not paid out of the NPI or NHI Funds are provided out of the General Fund 
for Social Security. This includes unemployment benefits, benefits for families with chil-
dren and student benefits. 

2.4.1 Basic unemplOyment security 

Unemployment allowance is paid both as a basic and an earnings-related allowance. 
Consisting of the basic unemployment allowance and the labour market subsidy, basic 
unemployment security is provided by Kela. Job alternation compensations are avail-
able as well. 

Basic unemployment allowance 

The basic unemployment allowance can be paid to persons living in Finland and to citi-
zens of other EU or EEA countries who are working in Finland. Eligibility extends to those 
aged between 17 and 64 years who have registered with the employment office, who seek 
full-time employment, and who meet a so-called employment condition (concerning the 
length of their employment history). Recipients must also be fit and available for work.

Unemployed job seekers who are not members of an unemployment fund but meet 
the employment condition are paid basic unemployment allowance, after a 7-day waiting 
period, for 5 working days per week and for up to a total of 500 days of unemployment. 
In addition, ageing unemployed persons who satisfy the condition regarding previous 
employment are eligible for an extended unemployment allowance and can avail them-
selves of a kind of unemployment path to retirement.

The basic unemployment allowance is means tested and is reduced by the recipient’s 
own earnings and certain other benefits. It may include an increase for children. 

Labour market subsidy 

Besides providing income security, the labour market subsidy is aimed at promoting la-
bour market reintegration through labour policy measures. It is payable to unemployed 
persons who have drawn basic or earnings-related unemployment allowance for the 
maximum period (500 days) or who are not eligible for the unemployment allowance. 

Eligibility extends to persons between 17 and 64 years who have registered with the 
employment office as seeking full-time employment and who are fit and available for 
work. A 5-day waiting period must be completed. First-time entrants to the labour mar-
ket without vocational qualifications must complete a qualifying period of 5 months. 
Unemployed persons making a transition from the earnings-related unemployment al-
lowance to the labour market subsidy after reaching the 500-day maximum limit are not 
assessed a new qualifying period if they have been unemployed without interruption. 

The full rate of the labour market subsidy is equal to the basic unemployment allow-
ance and may include an increase for children. Unlike the basic unemployment allowance, 
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the labour market subsidy is means tested. With the exception of certain social security 
benefits, it is reduced by all income of the recipient or his/her spouse. 

2.4.2 Benefits fOr families with children 

Benefits for families with children paid out of the General Fund for Social Security include 
the following: child benefit, child care subsidy, child maintenance allowance, and ma-
ternity/adoption grant. The child benefit and the child care subsidy are adjusted annu-
ally starting on 1 March 2011 to changes in the national pension index. The child main-
tenance allowance is tied to the cost-of-living index. 

Child benefit 

Child benefit is paid to the parent or other guardian of a child under 17 years of age. It 
is payable on a graduated scale according to the number of eligible children in the fam-
ily from the first to the fifth child. The rate payable for the fifth child applies also to any 
subsequent children. There is a single-parent supplement. 

Child care subsidy 

The child care subsidy is an alternative to municipal day care. It is paid out in the form of 
a child home care allowance for families with a child under three years of age, or a private 
day care allowance for families in which a child under school age is being looked after a 
private caregiver. Municipalities may also choose to pay the family a municipal supple-
ment. Partial care allowance is payable to parents or other guardians working a shorter 
week because of the child care arrangements of a child under 3 or a child attending the 
1st or 2nd year of primary school. 

Child maintenance allowance 

The child maintenance allowance scheme has been administered by Kela since 1 April 
2009. The child maintenance allowance is payable for children under the age of 18. The 
Institution provides child maintenance allowance if a parent liable for child support does 
not pay confirmed child support, if child support has not been confirmed owing to the 
financial circumstances of the liable parent, or if the child support is less than the full 
amount of the child maintenance allowance. It also collects unpaid child maintenance 
allowances and child support payments from the liable parent and pays them on to the 
child. The child maintenance allowance can also be paid to single parents adopting a 
child and in cases where paternity has not been established. 

Maternity grant and adoption grant 

The maternity grant is available not only as a cash benefit but also as a maternity pack-
age containing child care items. 

The adoption grant is provided to offset the cost of international adoption. 
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2.4.3 General hOusinG allOwance 

The purpose of the general housing allowance is to provide housing assistance to per-
sons on a low income. It is granted to households. The general housing allowance is 
available only for permanent homes located in Finland. Eligibility extends to households 
that meet low-income criteria and are not entitled to housing assistance from specific 
schemes aimed at pensioners, students and conscripts. 

The housing allowance covers 80% of reasonable housing costs exceeding a per-
household deductible. The amount of what are considered reasonable housing costs is 
fixed annually by Government decree. 

2.4.4 financial aid fOr students 
Financial aid for study in Finland is available to Finnish citizens and to persons from 
other EU or EEA countries who are working in Finland and their spouses and dependent 
children. Non-citizens of Finland are also eligible if they have lived in Finland for at least 
two years for non-study purposes and are considered to have taken up permanent resi-
dence in Finland. 

Financial aid is granted for full-time, post-compulsory study: more specifically, up-
per secondary school, basic and further vocational education, and completion of a de-
gree in higher education. 

Financial aid consists of the study grant, the housing supplement and the govern-
ment guarantee for student loans, as well as subsidies towards student cafeteria meals, 
school transport and the interest payable on student loans. The amount of financial aid 
payable depends on the student’s age, family and housing circumstances, educational 
institution, and financial circumstances. 

2.4.5 Other Benefits paid Out Of the General fund fOr sOcial security 

Replaced by the guarantee pension on 1 March 2011, special assistance for immigrants 
was provided to offer income security during old age and disability for immigrants who 
otherwise would have had a long-term need for municipal income support. 

The conscript’s allowance provides income security to the family members of con-
scripts performing military service. Conscripts themselves are eligible for assistance to-
wards the cost of maintaining an apartment for their own use. The conscript’s allowance 
can consist of basic, housing and special assistance. The full amount of the basic assis-
tance is equal to an unreduced national pension. 

Responsibility for the provision of interpreting services for the disabled was trans-
ferred from local government authorities to Kela on 1 September 2010. The goal is to 
provide persons with severe hearing, combined vision/hearing or speech impairments 
with the interpreting services they need, and to promote full and equal participation in 
society. Interpretation is provided free of charge to the users. The benefit expenditure 
consists of interpreter fees. 

Front-veterans receive from state funds the share of rehabilitation-related travel ex-
penses not covered by the Health Insurance Act. 
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3 FINANCING OF THE BENEFIT EXPENDITURE AND ADMINISTRATIVE COSTS  
 OF KELA 

The financing of Kela’s benefit expenditure and administrative costs is described in the 
following separately for each benefit fund. These are the National Pension Insurance 
Fund, the National Health Insurance Fund, and the General Fund for Social Security. Kela 
also has a pension liability fund for the financing of staff pensions. 

National Pension Insurance (NPI) Fund

All benefit expenditure channelled through the NPI Fund has been financed by the state 
since 2010. The benefits paid out of the fund consist of national pensions, which are 
considered to include the national pensions tested against other pension income, child 
increases, costs of work capacity evaluations, and survivors’ pensions. 

Administrative costs associated with the benefit expenditure of the NPI Fund account 
for 20% of Kela’s total administrative costs in 2011. In addition, assets will be trans-
ferred over to the pension liability fund until 2020. 

Fund revenue consists of state contributions towards benefit expenditure and admin-
istrative costs, return on assets, and employer contributions towards national pensions 
collected in previous years. The minimum level of the fund is equal to 3.5% of the na-
tional pension benefit expenditure and of the administrative costs NPI Insurance Fund. 
The state guarantees that the fund reaches its minimum level. 

Front-veterans’ benefits, housing allowances for pensioners and disability allowanc-
es, too, are paid out of the NPI Fund, as are, since 1 March 2011, the state-funded guar-
antee pensions.

National Health Insurance Fund 

The financing of the NHI scheme underwent a reform at the beginning of 2006. In terms 
of its financing, the system was divided between earned income insurance and medical 
care insurance. The former covers sickness allowances, maternity, paternity and paren-
tal allowances, rehabilitation allowances, and occupational health services, while the 
latter is the source for reimbursements of medical costs, rehabilitation and Kela’s share 
of the expenditure of the Finnish Student Health Service. 

With regard to the earned income insurance, the state funds the minimum-rate allow-
ances and a share of the costs of occupational health services for agricultural entrepre-
neurs and the self-employed, as well as 0.1% of parental allowances (with the exception 
of the minimum-rate allowances). The rest of the expenditure on earned income insurance 
is covered with contributions from employers, wage earners, and the self-employed. At 
the implementation of the 2006 reform, employers’ share of benefit expenditure was 73% 
and that of wage earners and the self-employed 27%. Following the reform, the contribu-
tions from employers and from wage earners and the self-employed are adjusted annually 
by the same amount. The contributions from wage earners are calculated on the basis of 
gross wages, and those from agricultural entrepreneurs and the self-employed on the ba-
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sis of insurable income under pension insurance. Self-employed persons insured under 
the Self-Employed Persons’ Pensions Act are charged contributions towards the daily al-
lowances at a higher rate. The purpose of this is to cover the cost of allowances provided 
to self-employed persons during the waiting period mandated under the NHI scheme. 

The state covers 50% of the medical care insurance expenditure and a share of the 
cost of medical care provided to persons coming to Finland from another EU country. The 
rest of the medical care insurance is funded by wage earners, the self-employed, and 
the beneficiaries. The contribution percentages are determined annually, the basic rule 
being that the percentage for beneficiaries must be 0.17 percentage points higher than 
that for wage earners and the self-employed. 

Wage earners and beneficiaries contribute towards medical care on the basis of earn-
ings subject to local government tax. The contributions collected from the self-employed 
are fixed to their net earned income. 

The administrative costs of the NHI Fund account for 47% of Kela’s total administra-
tive costs for 2011. Of them, 35% goes towards the earned income insurance and 65% 
towards the medical care insurance. The costs of operating the earned income insur-
ance scheme are covered entirely with contributions from employers and the insured. 
The state covers half of the administrative costs of the medical care insurance. The rest 
is financed with contributions.

General Fund for Social Security 

Benefits not paid out of the NPI or NHI schemes are paid out of the General Fund for So-
cial Security. These are the benefits related to basic unemployment security, the benefits 
for families with children, the general housing allowance and the benefits for students. 
In addition, the General Fund is the source for certain other benefits with a smaller ben-
eficiary population, such as the conscript’s allowance, rehabilitation related transport 
services for front-veterans, the special assistance for immigrants (incorporated into the 
guarantee pension on 1 March 2011), and the costs of providing interpreting services 
for the disabled (since 1 October 2010). 

As a general rule, the state covers the costs resulting from benefits paid out of the 
General Fund for Social Security. Among the basic unemployment security benefits, the 
Unemployment Insurance Fund covers the supplementary amounts associated with the 
basic unemployment allowance, the transition assistance supplements, and a share of 
the basic unemployment allowance, which is determined annually. 

The expenditure on child care subsidies is funded by local governments. The expendi-
ture on labour market subsidies paid to long-term unemployed persons during a period 
of unemployment exceeding 500 days are financed half and half by the state and the lo-
cal governments, unless an unemployed person participates in an activation measure. 

The administrative costs of the General Fund for Social Security represent 33% of 
Kela’s administrative costs for 2011. These administrative costs are covered with con-
tributions from the state and with the return on assets. 
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4 BASIC ASSUMPTIONS UNDERLYING THE PROJECTIONS 

The projection is based on a number of assumptions concerning population development 
(section 4.1), the national economy (section 4.2) and the number, incidence and level of 
benefits (section 4.3). The fundamentals for the estimation of income and administrative 
costs are also discussed in this chapter (sections 4.4. and 4.5). 

4.1 pOpulatiOn develOpment 

The projection has been made under two alternative assumptions concerning popula-
tion development. The baseline projection is founded on a demographic forecast made 
at Kela, while the alternative projection is based on a forecast by Statistics Finland. The 
two demographic forecasts are presented in greater detail in Chapter 5. 

The demographic forecast underlying the baseline projection was made at Kela in 
spring 2010. The starting population is the population at the end of 2009. The projec-
tion incorporates the following assumptions. Fertility is assumed to remain unchanged 
at the observed 2008 level. This means a total fertility rate of 1.85 throughout the projec-
tion period. Net immigration is assumed to diminish gradually from the observed 14,500 
persons in 2009 to 2013 and to remain at 10,000 persons per year thereafter. The rate 
of decline in mortality is assumed to slow down, with male life expectancy assumed to 
increase from 76.3 to 83.3 years and female life expectancy from 83.0 to 88.2 years.

During the last 40 years, the total fertility rate was at its lowest, at 1.5, in 1973. It has 
since varied between 1.59 and 1.86. Since 2004, it has topped 1.8, reaching 1.86 in 2009. 

Finland typically had negative net migration until the beginning of the 1980s. Since 
1981, the number of immigrants has exceeded the number of persons leaving Finland. 
In 1980–2000, net migration was less than 5,000 persons on average per year. Net mi-–2000, net migration was less than 5,000 persons on average per year. Net mi-2000, net migration was less than 5,000 persons on average per year. Net mi-
gration grew from the year 2000 until 2008, at which point it stood at about 15,500. In 
2009 it declined by about 1,000 persons. At around 13,000 persons a year, emigration 
from Finland remained relatively stable in the first decade of the 21st century. Thus, the 
increase in net immigration was attributable to greater immigration. Based on the fluc-
tuations observed over recent decades, the net immigration is estimated in the baseline 
projection to average 10,000 persons a year. 
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4.2 macrOecOnOmic develOpment 

The assumptions concerning macroeconomic development in the period 2010–2015 fol-–2015 fol-2015 fol-
low the economic forecasts of 2011 (Table 1). The rate of unemployment is assumed to 
change slightly in the period 2016–2019. All changes in the macroeconomic indicators 
after 2020 are standardised to the 2020 level. The cost of living is assumed to increase 
by 2% and the level of earnings by 1.75% per year in real terms. This is based on gener-
ally used assumptions. The labour force share of the unemployed is assumed to decline 
in the period 2010–2020 to 5%. 

Gross domestic product is assumed to follow the increase in the total sum of wages. 
The total sum of wages is calculated as described in section 4.4. The calculated changes 
in GDP and the total sum of wages are also presented in section 4.4. 

Table 1. Macroeconomic indicators 2009–2060 

Cost-of-living
index

Level of earnings
in real terms

Unemployment-
percentage

Percentage of year-on-year change

2009 0.00 3.90 8.20
2010 1.50 1.30 8.40
2011 2.50 0.00 8.20
2012 2.00 1.00 7.90
2013 2.00 1.70 8.00
2014 2.00 1.70 7.30
2015 2.00 1.70 6.90
2016 2.00 1.75 6.80
2017 2.00 1.75 6.40
2018 2.00 1.75 6.00
2019 2.00 1.75 5.50
2020 2.00 1.75 5.00
2021–2060 2.00 1.75 5.00
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4.3 assumptiOns cOncerninG the estimatiOn Of Benefit expenditure 

Pension insurance 

The starting assumptions for the numerical estimates on pension insurance are the de-
mographic forecasts and the estimated age of retirement of a 25-year-old. 

According to a Finnish Centre for Pensions report, the expected age of retirement of 
a 25-year-old in the earnings-related pension system was 59.4 years in 2008. The cor-
responding ages for 2009 and 2010 were 59.8 and 60.4 years respectively. Looking at 
the Finnish pension system as a whole, the expected age of retirement of a 25-year-old 
is nearly the same. 

This report starts with the assumption concerning pension insurance that the retire-
ment age of a 25-year-old will increase by 3 years from 2008 to 2025. For this to occur, 
the incidence of disability pensions would have decrease by about a half between now and 
2025. The age of old-age retirement would also have to increase. Today, a good 40% of 
persons aged 63 or 64 years retire each year. This share would have to fall to about 25% 
by 2025. The calculation further assumes that one half of those aged 65, 66, or 67 years 
retire each year, and that all of them will have retired by age 68. These changes, among 
others, enable the expected age of retirement to increase by 3 years from 2008 to 2025. 

In 2009, 50% of persons on an old-age, disability or unemployment pension were 
in receipt of a national pension tested against other pension income. The share among 
men was 44% and among women 56%. Around 40% of new pensions now include a na-
tional pension component. This share will continue to decline. The number of recipients 
of benefits for front-veterans will decrease in line with the expected mortality. 

Health insurance 

The numerical data on health insurance benefits are based on the number of days reim-
bursed and the number of copayments on reimbursements. Copayments refer to a pur-
chase of medicine (specific to reimbursement category), a visit to a doctor or dentist, a 
series of examinations or treatments ordered at one time, or a one-way trip. 

The numerical trends have fluctuated over the last decades. The calculations assume 
age group specific incidences to remain stable at the levels observed in recent statistical 
reference years throughout the projection period. Hence, population change is, over the 
long term, the sole driver of change in the numerical data concerning health insurance. 

The average amount of sickness, rehabilitation and maternity, paternity and parental 
allowances has been estimated on the basis of wages. The reimbursements of occupa-
tional health expenses also follow wage growth. 

The per-purchase costs of medicines are assumed to keep pace with wage growth 
over the long term. 

Based on the development observed during the last 10 years, the average per-copay-
ment expenditure on reimbursements for medical care expenses are assumed to show a 
rate of increase that varies according to reimbursement category, remaining at or slightly 
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below the rate of wage growth. Fixed charges and copayment rates are assumed to be 
adjusted in line with cost increases while keeping the average level of reimbursement 
relative to costs at its current level. 

Benefits paid out of the General Fund for Social Security 

Assumptions about changes in the number of beneficiaries are made on the basis of the 
expected size of the population. For each benefit, the change in the number of benefi-
ciaries is derived from the expected change in the sizes of age groups relevant to the 
benefit concerned. Rates of incidence and population shares are assumed to remain at 
the level observed in recent years. The projections on unemployment security benefits 
are also affected by an estimate about future rates of unemployment and the number of 
persons in receipt of basic and earnings-related unemployment benefits. 

Benefits not tied to an index and those tied to the national pension index are as-
sumed to be raised by one half of real wage growth, which corresponds to separate an-
nual across-the-board increases. This assumption minimises the gap between the level 
of benefits and the general standard of living over the long term. 

4.4 estimatiOn Of waGes and Other incOme as a Basis Of cOntriButiOns 

The National Health Insurance contributions levied from employers are based on gross 
wages. The real average change in the total sum of wages during 2011–2014 is esti-–2014 is esti-2014 is esti-
mated at about 2.5% per year. From 2015 onwards, the year-on-year change in the total 
sum of wages is the aggregate of the change in the cost-of-living index, real wages and 
the number of persons in work. .

The National Health Insurance contributions levied from employers are based on gross 
wages. The real average change in the total sum of wages during 2011–2014 is estimat-–2014 is estimat-2014 is estimat-
ed at about 2.5% per year. From 2015 onwards, the year-on-year change in the total sum 
of wages is the aggregate of the change in the cost-of-living index, real wages and the 
number of persons in work.

The contributions levied from wage earners towards the NHI daily allowances are also 
based on gross wages. The contributions levied from agricultural entrepreneurs and the 
self-employed are based on the insurable income calculated for pension insurance pur-
poses. The increase in the earned income of these two groups is estimated to follow the 
change in the total sum of wages. 

With regard to medical care insurance, wage earners and beneficiaries pay contribu-
tions on the basis of their earnings subject to local government tax, and the self-employed 
on the basis of their net earned income. Earned income subject to local government tax 
includes not only wage income but also pensions and taxable social security benefits. 
Pensions are estimated as a fixed proportion of the total sum of wages. The rates of the 
benefits paid out by Kela conform to the estimates made in this report. The expenditure 
on earnings-related unemployment security is estimated on the basis of the population 
share of persons collecting earnings-related unemployment benefits. 
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No changes are assumed to be made in the taxability of benefits. The proportion of 
income tax deductions in taxable income is assumed to remain at its current level of 
around 20% until 2030 and to decline somewhat thereafter. 

From 2020 onwards, the return on assets consists of interest income on bank depos-
its in each of the funds. Until that time, the NPI Fund has share holdings yielding a de-
clining amount of dividend income annually. The estimates on asset returns correspond 
to the expected trend in the benefit expenditure of each fund. This means that a greater 
return on assets are estimated for the National Health Insurance Fund than for the Na-
tional Pension Insurance Fund or the General Fund for Social Security. 

4.5 administrative cOsts Of Kela 

From 2015 onwards, the administrative costs of Kela are estimated in both the base-
line and the alternative projection as a fixed share of 3.4% of the outlay on benefits. 
Fund-specific shares of the administrative costs vary according to the share of individ-
ual benefits. Whereas in 2011, the share of administrative costs in benefit expenditure 
was 20% in the NPI Fund, 47% in the NHI Fund, and 33% in the General Fund for Social 
Security, by 2060 they are estimated in the baseline projection to change to 15%, 61%, 
and 24%, respectively. The shares are the same in the alternative projection as they are 
in the baseline projection. 
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5 RESULTS OF THE DEMOGRAPHIC FORECASTS

In the present report, the long-term outlook for the social security schemes administered 
by Kela is analysed on the basis of baseline and alternative projections. These factors are 
distinguished by the demographic forecast used. The key features of the demographic 
forecasts used as a basis of the calculations are presented in this chapter. 

Demographic forecast used in the baseline projection 

As mentioned above in section 4.1, the demographic forecast underlying the baseline 
projection was made at Kela in spring 2010. Its starting population is the Finnish popu-
lation as at year-end 2009. The following assumptions apply to the baseline projection: 

 • the total fertility rate holds steady at 1.85 throughout the projection period
 • net migration declines from the observed level of 14,548 persons in 2009 until 

2013, and remains at 10,000 persons for the rest of the projection period 
 • mortality will continue to decline at a slightly decelerating rate, with life expec-

tancy increasing from 76.3 to 83.3 years among men and from 83.0 to 88.2 years 
among women during the projection period. 

Population growth is estimated to continue until the late 2030s, at which point it will 
reach its ultimate level of about 5.72 million. Thereafter, it will decline slightly year on 
year to 5.68 million in 2060 (See Table 2). Deaths are estimated to surpass births by the 
end of the 2020s (See Figure 2). 
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Figure 2. Births, deaths and net migration in 1950–2060 
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As the large post-war age groups grow older, their numbers and their share of the to-
tal population will increase rapidly. The number of persons over the age of 65 years will 
grow 1.6-fold from 2009 to 2030. Their share of the total population is 17% in 2009, 
26% in 2030, and 27% in 2060 (See Table 2). 

The population of working age (between ages 20 and 64) as a share of the total pop-
ulation will decline from the 60% as of today to 55% in 2020, 52% in 2030, and 51% in 
2060. The share of children (between ages 0 and 19) will diminish from the current share 
of 23% to 21% in 2040 (See Table 2). 

Table 2. Population by age group 1950–2060 

0–19 20–64 65– Total 0–19 20–64 65–
1 000 persons %

1950 1,520 2,243 267 4,030 37.7 55.7 6.6
1955 1,637 2,327 295 4,259 38.4 54.6 6.9
1960 1,713 2,406 328 4,446 38.5 54.1 7.4
1965 1,710 2,489 371 4,570 37.4 54.5 8.1
1970 1,540 2,631 427 4,598 33.5 57.2 9.3
1975 1,426 2,786 509 4,720 30.2 59.0 10.8
1980 1,345 2,865 577 4,788 28.1 59.8 12.1
1985 1,297 2,996 618 4,911 26.4 61.0 12.6
1990 1,268 3,058 673 4,998 25.4 61.2 13.5
1995 1,299 3,086 732 5,117 25.4 60.3 14.3
2000 1,268 3,136 777 5,181 24.5 60.5 15.0
2005 1,228 3,187 841 5,256 23.4 60.6 16.0
2009 1,223 3,218 910 5,351 22.9 60.1 17.0
2010 1,219 3,214 943 5,375 22.7 59.8 17.5
2015 1,203 3,141 1,135 5,480 22.0 57.3 20.7
2020 1,221 3,068 1,281 5,571 21.9 55.1 23.0
2025 1,240 3,010 1,394 5,644 22.0 53.3 24.7
2030 1,234 2,971 1,488 5,693 21.7 52.2 26.1
2035 1,218 2,965 1,532 5,715 21.3 51.9 26.8
2040 1,202 2,992 1,519 5,713 21.0 52.4 26.6
2045 1,197 2,987 1,518 5,702 21.0 52.4 26.6
2050 1,200 2,963 1,527 5,691 21.1 52.1 26.8
2055 1,206 2,943 1,534 5,683 21.2 51.8 27.0
2060 1,204 2,918 1,557 5,679 21.2 51.4 27.4
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The dependency ratio or the number of children (0–19 years) and persons of retire-–19 years) and persons of retire-19 years) and persons of retire-
ment age (over 65 years) relative to one hundred persons of working age (20–64 years) 
remains below 70 until the beginning of 2010s. It will thereafter increase and remain 
over 90 from the end of the 2020s onwards. The dependency ratio is estimated as 92 in 
2030 and as 95 in 2060 (See Figure 3). 

Demographic forecast used in the alternative projection 

The alternative projection has been made on the basis of a demographic forecast for the 
period 2009–2060 published by Statistics Finland in autumn 2009. The following as-–2060 published by Statistics Finland in autumn 2009. The following as-2060 published by Statistics Finland in autumn 2009. The following as-
sumptions apply to the calculation: 

 • At 1.85, the total fertility rate is the same as in the baseline projection 

 • Net migration is 15,000 persons throughout the projection period 

 • The diminishing mortality observed in the period 1989–2008 will continue 
throughout the projection period. Life expectancy will increase from 76.3 to 87.9 
years among men and from 83.0 to 91.5 years among women during the projec-
tion period. 

The alternative demographic forecast estimates the population to be 0.5 million persons 
larger than that estimated under the baseline projection. Under the alternative projec-
tion, the population will exceed 6 million in the early 2040s, reaching 6.2 million in 2060. 
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The working-age population (15–64 years) as a share of the total population is esti-–64 years) as a share of the total population is esti-64 years) as a share of the total population is esti-
mated to decrease from the current level of 66% to 58% in 2040 and 56% in 2060. The 
size of the working-age population will begin to decline in 2010, as members of the large 
post-war age groups reach retirement age. The share of persons over the age of 65 years 
is estimated to go up from the current level of 17% to 27% in 2040 and 29% in 2060. 

The share of the retirement-age population (over 65 years) is estimated to nearly dou-
ble from 0.9 million today to 1.79 million in 2060. The share of those over the age of 85 
years is estimated to increase from 2% at the end of 2010 to 7%, while their numbers 
go up from 108,000 to 463,000. 

The dependency ratio (the number of children and people of retirement age relative 
to one hundred people of working age) is estimated initially to develop as in the base-
line projection. It is estimated to be 92 in 2030 and 98 in 2060. 

Comparison of the demographic forecasts 

Because of the difference in assumed net migration (5,000 persons annually) and, es-
pecially in the older age groups, the difference in expected mortality, the population is 
larger in the alternative demographic forecast than in the basic projection. The number 
of births also is larger in the alternative projection, as the expected number of women 
of child-bearing age is greater. 

Both demographic forecasts are based on observations about past trends in births, 
mortality and migration. The two projections share the same assumptions about births, 
positing a total fertility rate of 1.85 throughout the projection period. 

Net migration is estimated in the basic projection as 10,000 persons and in the alter-
native projection as 15,000 persons. Based on statistics, net migration has up to 2009 
exceeded 15,000 only in a single year, 2008, in which it totalled 15,457 persons. A net 
migration exceeding 10,000 persons was seen in 1991 (13,017), 2006 (10,344), 2007 
(13,586), and 2009 (14,548). In all other years, net migration has been less than 10,000 
persons. Previous projections by Statistics Finland and the Eurostat projections on Fin-
land estimate net migration as ranging between 5,000 and 10,000. 

In the alternative demographic forecast, mortality is assumed to decline throughout 
the projection period as rapidly as it has in the recent past. In the baseline projection, 
it is assumed to decline at a somewhat decelerating rate. This assumption is supported 
by the second most recent Eurostat projection on Finland. 

The differences between the demographic forecasts underlying the baseline and al-
ternative projections are presented in Table 3 as ratios, in which the population numbers 
associated with the alternative projection have been divided with their corresponding 
number in the baseline projection. Differences between age groups are shown in Figure 4. 

Age group specific differences between the two demographic forecasts are largely 
similar until 2030. Under the alternative projection, the population would be about 3% 
bigger in 2030. After that, the differences are amplified, with the relative difference be-
tween the baseline and alternative projections being significantly larger in the over-65 
age group than in the other age groups. 
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Ratio of population numbers Births Deaths Net
migration

0–19 20–64 65– Total
2009 1.000 1.000 1.000 1.000 1.000 1.000 1.000
2010 1.000 1.001 1.001 1.001 1.002 0.995 1.118
2015 1.005 1.007 1.003 1.005 1.008 0.984 1.500
2020 1.011 1.014 1.007 1.012 1.016 0.965 1.500
2025 1.017 1.022 1.015 1.019 1.024 0.952 1.500
2030 1.025 1.030 1.025 1.028 1.032 0.946 1.500
2035 1.032 1.038 1.039 1.037 1.038 0.933 1.500
2040 1.040 1.045 1.058 1.048 1.042 0.934 1.500
2045 1.046 1.053 1.078 1.059 1.048 0.933 1.500
2050 1.052 1.062 1.100 1.070 1.055 0.929 1.500
2055 1.058 1.069 1.125 1.082 1.064 0.930 1.500
2060 1.065 1.078 1.148 1.094 1.073 0.937 1.500

Table 3. Comparison of the demographic forecasts underlying the baseline and
                alternative projections, 2009-2060
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Figure 4. Population by age group under the baseline and alternative projections 
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6 CALCULATION RESULTS: NUMERICAL TOTALS 

6.1 natiOnal pensiOn insurance tOtals 

Following the pension reform of 2005, the old-age retirement age in the earnings-related 
pension system is flexible, ranging between 63 and 68 years. An early old-age pension 
can be taken at age 62. Disability pensions are available in the earnings-related pen-
sion system to persons under the age of 63 years only. In the national pension system, 
a full old-age pension is available at age 65. A disability pension can be granted up to 
the age of 65 years. National pensions can also be taken early from age 62 onward. The 
current unemployment pension system will be wound up, as a result of which disability 
pension can be granted only to long-term unemployed persons born before 1950. The last 
unemployment pensions will be paid out in 2014, from which point income security for 
the long-term unemployed will be provided through the unemployment security system. 

Postponing the retirement age with the result of increasing the expected age of re-
tirement for a 25-year-old by 3 years in the period to 2025 will reduce the total number 
of pension beneficiaries by about 8% over the long term. 

Assuming that the age of retirement will move forward, the number of residents of 
Finland receiving a pension in their own right is expected to be more than 100,000 lower 
in 2030 than if pension incidences were to remain at their current level. Most of this is 
due to the lower incidence of disability pensions. In 2050, there are expected to be about 
140,000 fewer pension beneficiaries than if pension incidences are unchanged. The ef-
fect on the number of national pension recipients is about half as strong. 

The effect of postponed retirement on national pension expenditure is 4% in 2020, 
10% in 2030, 15% in 2040, and 20% in 2050. 

Pensions 

At the end of 2010, recipients of a national pension numbered 668,000, which was about 
50% of the total number of pension recipients (See Figure 5). This number will decline 
over the next decades. In 2030, one in three pensions is estimated to include a national 
pension component. In 2060, only one in four will. 

Housing allowance for pensioners 

There are currently around 180,000 recipients of the housing allowance for pensioners 
(See Figure 6). In the national pension system, the share of housing allowance recipients 
was 42% among persons drawing a disability pension, 17% among those in receipt of a 
national pension, and 15% of those drawing unemployment pension. The incidence of 
housing allowances is presumed to grow in all age groups until 2020, from which point 
it is expected to begin to decline steadily as the income level of new pension recipients 
increases. 

With the increase in the pensioner population, the number of housing allowance re-
cipients will rise continuously to a peak of 222,500 in 2037. After that, a lower incidence 
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of housing allowance and a drop-off in the rate of increase in pension recipients will re-
verse the rise in the number of housing allowance recipients, resulting in 215,000 re-
cipients in 2060. 

Care allowance for pensioners 

The number of recipients of the care allowance for pensioners is expected to increase 
substantially in all allowance categories with the exception of the recipients of allow-
ances protected by a grandfather clause, whose number is expected to decrease. The 
rate of increase is expected to remain rapid until 2040, at which point it will moderate. 
The variation of the incidence of disability benefits will subside in the near future with 
the result that relative incidence is expected to be constant from the 2020s onward. An 
increase or decrease in the risk population are the only foreseeable factors that may in-
duce variation. Lifting of the restriction on the payment of the care allowance to those 
in institutional care at the beginning of 2010 increased the number of recipients by 
about 10%. Care allowances including a veterans’ supplement were paid out to a total 
of about 8,000 persons at the end of 2010. Also at the end of 2010, the number of care 
allowance recipients was 235,000. This number is estimated to rise to nearly 400,000 
in 2060 (See Figure 6). 
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Figure 5. Recipients of old-age and disability pensions, 2000–2060
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Other benefits paid out of the National Pension Insurance Fund 

The rise in the number of disability pension beneficiaries has added to the number of 
child increase recipients. At the end of 2010, they numbered 20,700. The number of re-
cipients is estimated to decrease by half in the period to 2060 as the number of disabil-
ity pension beneficiaries drops. 

The number of recipients of the dietary grant has increased at an annual rate of about 
5%. In the future, the rate of increase is expected to moderate as the share of recipi-
ents approaches 2% of the population. In 2060, the recipients are estimated to number 
about 78,500. 

There were 6,900 recipients of a spouse’s pension at the end of 2010. Their numbers 
are estimated to decrease to 5,900 at the end of 2060 as the population between ages 
40 and 64 and the number of widows and widowers on a small income decline. 

Orphan’s pension was being paid out to 21,100 persons at the end of 2010. Their 
numbers will decrease in the next few years, then remain around 21,000 until the mid-
2030s, and finally begin to decrease again as the number of children declines. There are 
estimated to be 20,800 recipients of an orphan’s pension at the end of 2060. 
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Recipients of a front-veteran’s supplement totalled 56,300 at the end of 2010. Their 
numbers will shrink, with the last supplements paid out around 2030. Half of the recipi-
ents also receive the additional front-veteran’s supplement. Women make up more than 
half of the recipients. 

2010 2030 2060

Child increases 20,700 12,200 9,500

Disability allowance for persons under 
16 years 

33,250 33,300 32,400

Disability allowance for persons aged 16 
years or over 

10,450 8,500 8,350

Dietary grant 29,000 56,000 78,500

Spouse’s pension 6,900 6,300 5,900

Orphan’s pension 21,100 21,100 20,800

Front-veterans’ supplement 56,300 100 0

Additional front-veteran’s supplement 28,600 50 0

Table 4.  Number of recipients of selected benefits paid out of the National 
                 Pension Insurance Fund in 2010, 2030 and 2060

6.2 natiOnal health insurance tOtals 

The numerical data on health insurance benefits consists of reimbursed days and copay-
ments, which are presented in Figure 7. Copayment can refer to a purchase of a medi-
cine in a specific reimbursement category, to a visit to a doctor or dentist, to a series of 
examinations or treatments prescribed at the same time, or to a one-way journey made 
for medical purposes. 

During the last few decades, these totals have fluctuated erratically. Our calculations 
are based on the assumption that the age group specific incidences will remain constant 
at the levels observed in recent years throughout the projection period. This means that, 
over the long term, any change in the totals will be driven by population development. 
The changes reflect population ageing as the large post-war age groups grow older and 
the cessation of population growth after the mid-2030s. 
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6.2.1 earned incOme insurance 

A total of 15.3 million sickness allowance days were reimbursed in 2010. This number 
will remain about the same over the next few years and then begin to decline as the large 
age groups reach old-age retirement. The number is expected to decline to approximate-
ly 14.2 million in 2060. 

A total of 16.7 million maternity, paternity and parental allowance days were reim-
bursed in 2010. Their numbers are estimated to rise in the near term and then to de-
crease steadily after the mid-2010s as the number of women of childbearing age shrinks. 
In 2060, at the end of the projection period, the number of maternity, paternity and pa-
rental allowance days is estimated to be 16.2 million. 

A total of 2.16 million rehabilitation allowance days were reimbursed in 2010. This 
total will remain largely the same from 2011 to 2060. Starting from 2011, the statutory 
provision of rehabilitative psychotherapy will increase the number of days spent in re-
habilitation. 

Around 1.9 million employees are at present covered by occupational health services. 
Their numbers are estimated to decrease slightly as the number of persons in employ-
ment begins to decline in the 2020s. 
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6.2.2 medical care insurance 

There were a total of 21.3 medicine purchases at the basic reimbursement rate in 2010. 
This total will increase with population ageing until 2040, reaching 27.3 million at its 
peak. The number is estimated to come down slightly thereafter, ending up at 27.1 mil-
lion in 2060. 

The number of medicine purchases at the special reimbursement rate was 7.9 mil-
lion in 2010. This number is estimated to be at its highest point, at 11.2 million, in the 
early 2040, and to drop slightly to 11.1 million by 2060. 

There were a total of 6.5 million copayments related to doctors’ and dentists’ fees in 
2010. The number is estimated to climb to a high of 7.0 million in the mid-2030s and to 
drop to 6.9 million in 2060.

Copayments for examinations and treatments numbered 1.6 million in 2010. This 
number will react to population ageing, reaching a peak of 1.9 million in the mid-2030s 
and decreasing to 1.8 million in 2060. 

Compensations for travel costs were in 2010 paid for 5.2 million journeys related to 
medical care or rehabilitation. This number will reach a peak of 6.9 million in the early 
2040s, after which it will hold relatively steady until 2060. 

Rehabilitation services were provided to about 84,200 persons in 2010. Their num-
bers will increase in 2011 with the introduction of rehabilitative psychotherapy as a stat-
utorily mandated service. The number of recipients is estimated to be at its highest, at 
about 97,000 per year, in the 2040s, and to drop slightly to 95,600 by 2060. 

6.3 General fund fOr sOcial security tOtals 

Unemployment security 

Unemployment security totals refer to annual averages. The projections are presented 
in Figure 8. 

The rate of unemployment is assumed to decrease from 8.4% in 2010 to 5% in 2020. 
Recipients of earnings-related unemployment allowance currently account for 46% of all 
unemployed persons. This share is estimated to decrease to 43% in 2020 and to remain 
constant thereafter until 2060. The number of recipients of basic unemployment secu-
rity will increase correspondingly. 

The number of unemployed job seekers, of recipients of earnings-related unemploy-
ment allowance, and of recipients of basic unemployment security benefits will decline 
until 2020 and develop thereafter according to the projected rate of unemployment

There were 266,500 unemployed job seekers in 2010. With the projected drop in the 
unemployment rate, the number of unemployed persons is estimated to decrease rap-
idly over the coming years. Unemployed job seekers are estimated to total 151,300 in 
2020 and 145,000 in 2060.  

Recipients of the earnings-related unemployment allowance numbered 123,000 in 
2010. Their numbers are estimated to decrease to 65,000 in 2020 and 62,000 in 2060. 

The number of recipients of basic unemployment security benefits was 150,000 in 
2010, which contains 122,000 and 28,000 recipents of the labour market subsidy and
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recipients of the basic unemployment allowance, respectively. These numbers are esti-
mated to correspondingly decrease to 78,000 and 18,000 in total 95,000 in 2020 and 
72,000 and 16,000 in total 88,000 in 2060.

Benefits for families with children 

As of December 2010, child benefit was being paid to 561,500 families and for a total of 
1,014,900 children. These numbers are estimated to decrease as the number of children 
declines. Recipients are projected to number 578,000 and children 1,044,000 at the end 
of 2030, and 563,000 and 1,018,000, respectively, at the end of 2060 (See Figure 9). 

Child care subsidies comprise a home care allowance, a private day care allowance, 
and a partial care allowance. They were being paid to 88,700 families at the end of 2010. 
The number of children covered by the system was 125,900. These numbers are estimat-
ed to begin to decrease in line with the drop in the number of births, arriving at 82,000 
recipients and 124,000 children at the end of 2060 (See Figure 9). 

Child maintenance allowance was paid for 97,800 children at the end of 2010. For a 
long time, this number followed a decreasing trend, but increased in 2009–2010 as a 
result of the financial crisis. The numbers are expected to decrease slightly as the eco-
nomic situation normalises. The number of recipients is expected to follow demograph-
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ic trends. The number of children in receipt of the child maintenance allowance is esti-
mated to be 97,000 in 2060. 

Recipients of the maternity grant totalled 60,200 in 2010. Their numbers are project-
ed to decline in the long term in line with the number of births. The estimated number 
of recipients in 2060 is 57,800. 

Around 300 families yearly are estimated to receive adoption grant (assistance with 
international adoption). 

General housing allowance

The number of households in receipt of the general housing allowance was 164,200 at 
the end of 2010. Expected changes in the number of unemployed persons and the size 
of the labour force have been factored into our projection. As the rate of unemployment, 
particularly the number of labour market subsidy recipients, decreases over the next ten 
years, so will the number of households in receipt of the housing allowance. Changes 
in the number of student financial aid and child home care allowance recipients have 
also been factored into the estimate. Their number will decrease to 129,000 at the end 
of 2030 and to 127,000 at the end of 2060 (See Figure 9). 

Figure 9. Selected numerical data about benefits paid out of the General Fund for 
 Social Security, 1990–2060
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Financial aid for students 

During an average month, financial aid was provided to a total of 251,200 students in 
2010. This number is estimated to decrease in line with the declining number of young 
people to 229,600 by 2025. Thereafter, the number of financial aid recipients is estimat-
ed to rise to 242,300 in 2040 and to decrease to 235,000 in 2060 (Figure 9). 

Other benefits paid out of the General Fund for Social Security 

Special assistance for immigrants was being paid to 5,800 people at the end of 2010. The 
assistance being paid to them was replaced by a guarantee pension on 1 March 2011. 

Responsibility for the provision of interpreting services for the disabled was trans-
ferred to Kela on 1 September 2010. Interpreting services were provided to 4,500 per-
sons in 2010. The number of recipient is estimated to grow in the next few years, after 
which it is expected to follow the general demographic trend. The estimated number of 
recipients in 2030 is 6,300, from which it will decrease slowly until 2060. 

Conscript’s allowance was paid to a total of 12,839 households in 2010. Over the 
long term, this number is assumed to keep pace with the size of the relevant age groups. 

Front-veterans receive compensation from state funds for the part of rehabilitation-
related travel expenses not covered under the Health Insurance Act. These payments 
were made to 16,900 front-veterans in 2010. Their number will decrease. 
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7 RESULTS OF THE PROJECTION: EXPENDITURE AND INCOME 

The results of the baseline projection are presented in detailed tabular format in appen-
dixes 1.A–1.D. 

7.1 expenditure and incOme Of the natiOnal pensiOn insurance 

The expenditure of the NPI Fund came to EUR 3.5 billion in 2010. The expenditure is esti-
mated to increase relatively steadily until the mid-2030s, after which the rate of growth 
will moderate somewhat. The expenditure for 2060 is estimated as EUR 4.6 billion. 

As the number of national pension beneficiaries decreases, the NPI expenditure, not 
including disability benefits, will remain at around the 2010 level despite general in-
creases in benefit levels. The expenditure on disability benefits and pensioners’ hous-
ing allowances, on the other hand, is estimated to grow rapidly. This is primarily due to 
population ageing. 

Based on our assumption that 50% of the increase in real wages will be applied to 
benefits means that the expenditure is estimated to grow in real terms by over 40% from 
2015 to 2060. The assumption corresponds to the effect of stepwise increases of 0.9% 
annually in the rates of benefits. 
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The expenditure on NPI benefits is presented in Figure 10 and the overall scheme ex-
penditure in Appendix 1.A. National pensions were made proportional to earnings-relat-
ed pensions and the basic amount paid to all pensioners was phased out in 1996–1999. 
No other major changes in NPI benefits were made prior to the introduction of the guar-
antee pension on 1 March 2011. 

The expenditure on national pensions reduced by other pension income will decrease 
over the next few years at an average rate of 2% per year in real terms, as no general in-
creases of benefit levels are expected in 2011–2015. At the 2010 index value, this means 
approximately EUR 35–45 million per year. In the baseline projection, it is assumed that 
the national pensions will, starting 2016, be increased annually by half of the increase 
in real wages. Thus, the increase will be around 0.9% on average per year. Despite these 
increases, the expenditure on national pensions will not, even in the long term, exceed 
the current expenditure level of about EUR 2,400 million at the 2010 index value, as the 
number of national pension recipients will diminish with the result that only one in four 
pensions in 2060 will include a national pension component. The structural reason for 
the decrease in NPI expenditure is the increase in the rates of earnings-related pensions. 
The downward trend in expenditure is amplified by the reform of earnings-related pen-
sions implemented at the beginning of 2005, as a result of which earnings-related pen-
sions, among others, begin to accrue at age 18, and many unpaid periods of life such as 
study provide credits towards the earnings-related pension. This has the consequence 
of increasing the number of recipients of the earnings-related pension. 

The expenditure on guarantee pensions is estimated to follow a downward path over 
the long term. The full amount of the guarantee pension is estimated to be adjusted by 
the same percentage as the national pension. 

The average amount of the housing allowance for pensioners is expected to grow 
mainly because of improved housing standards. The expenditure on housing allowances 
is estimated to double in the period from 2010 to 2060. 

Spending on benefits for front-veterans will come to an end around 2030
The number of and expenditure on disability benefits will grow rapidly because of 

population ageing. The relative incidences of the care allowances will grow until the 
2020s and remain constant thereafter. 

The financing of the benefits paid out of the NPI Fund has recently been changed quite 
substantially in structural terms. No VAT proceeds have been credited to Kela since 2006. 
The minimum level of the NPI Fund was guaranteed by the state until 2008 with a guar-
antee payment and in 2009 with an additional funding share. Starting with 2010, the 
state pays a contribution towards administrative costs. Contributions levied from employ-
ers towards the NPI scheme were abolished partially in 2009 and entirely in 2010. The 
state became responsible for the financing of the scheme in its entirety (See Figure 11). 

The income of the NPI Fund now consists of state contributions and a minor amount 
of capital income. 
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7.2 natiOnal health insurance expenditure and incOme 

The National Health Insurance benefit expenditure is presented by type of benefit in 
Figure 12. The overall expenditure is detailed in Appendix 1.B. The total expenditure on 
health insurance and rehabilitation has increased rapidly since the second half of the 
1990s. It is estimated to continue to increase. 

Population ageing will impact differently upon earned income insurance and medical 
care insurance expenditures. As an example, the expenditure on sickness allowances 
and on maternity, paternity and parental allowances will increase at a slower pace than 
that on reimbursements for medicines and other medical expenses. 

Total NHI expenditure amounted to EUR 4.4 billion in 2010. The total expenditure is 
estimated to be about EUR 6.3 billion in 2030 and EUR 9.6 billion in 2060. The expendi-
ture on benefits totalled EUR 4.2 billion in 2010, and is estimated to rise to around EUR 
6.0 billion in 2030 and to EUR 9.2 billion in 2060, 1.4 and 2.2 times higher, respective-
ly, than in 2010. 

The balance of benefits within the NHI scheme is expected to change during the projec-
tion period. In 2010, earned income insurance accounted for about 52% of the expendi-
ture on NHI benefits. This share is expected to come down to 43% by 2060. The share of 
medical care insurance, in turn, is estimated to rise from 48 to 57%. 

Medicines are the largest single expenditure category within the medical care insur-
ance. In 2010, reimbursements of medical expenses came to EUR 1,226 million. To curb 
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the growth in pharmaceutical expenditure, a number of steps have been taken, the lat-
est of which is the introduction of a reference price system on 1 April 2010. Because of 
the reference price system, the expenditure on medicines was lower in 2010 than in the 
year preceding. However, in the long run it is estimated that the average expenditure 
on medicines will increase in line with wage growth. The rate of increase in reimburse-
ments of medicine expenses is faster than in other categories of medical expenditure: it 
is estimated that they reach EUR 2,155 million in 2030 and EUR 3,562 million in 2060, 
which means a 1.8 and 2.9 fold rise, respectively, over 2010. 

Among the earned income insurance benefits, the rate of increase in maternity, pa-
ternity and parental allowances exceeds that of the sickness allowances. Their share of 
the expenditure on earned income insurance is increasing as well. The expenditure on 
sickness allowances totalled EUR 821 million in 2010, and is estimated to reach EUR 979 
million in 2030 and EUR 1,434 million in 2060. The expenditure on maternity, paternity 
and parental allowances amounted to EUR 1,023 million in 2010. It is estimated to rise 
to EUR 1,338 million in 2030 and EUR 1,989 million in 2060. 

The expenditure on reimbursements of medical expenses will rise as a result of the 
ageing of the population and of the assumption that the schedule of fixed charges will 
be adjusted in line with general price development. It came to EUR 517 million in 2010 
and is expected to go up to EUR 784 million in 2030 and EUR 1,184 million in 2060. By 
2060, the expenditure will have more than doubled over 2010. 
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The expenditure on reimbursements of occupational health expenses is expected to 
increase in line with the number of the employed workforce and the level of earnings. It 
is projected to be about 70% higher than in 2010. 

The expenditure on rehabilitation allowances is expected to increase by a quarter and 
the expenditure on rehabilitation services by 60% from 2010 to 2060.  

Financing of the National Health Insurance 

The financing of the National Health Insurance underwent a reform at the beginning of 
2006. In terms of its financing, the system was divided into an earned income insurance 
component and a medical care insurance component. The former includes the sickness 
allowances, the maternity, paternity and parental allowances, and the rehabilitation al-
lowances. It also includes the occupational health services, with the exception of the 
costs of the Finnish Student Health Service. Other health insurance and rehabilitation 
spending is included under medical care insurance. Of NHI administrative costs, 35% 
goes towards earned income insurance and 65% towards medical care insurance. 

The earned income insurance is funded with contributions from employers, wage earn-
ers and self-employed persons, with the exception of the minimum allowances, which are 
funded by the state. In 2006, employers accounted for 73% of the funding and the wage 
earners and self-employed for a combined share of 27%. Starting from 2006, changes in 
the contributions are shared equally between the contribution from employers towards 
health insurance and the contribution from wage earners and self-employed persons to-
wards the daily allowances. 

The contribution rates increased as a result of the recession that began towards the 
end of 2008. By 2010, the employers’ contribution towards health insurance was at 
2.23% and the daily allowance contribution from wage earners and self-employed per-
sons at 0.93%. In 2011, the contributions decreased by 0.11 percentage points. Once the 
fluctuations of the recent years die down, the contributions to the earned income insur-
ance are expected to decrease throughout the projection period. By 2060, the employ-
ers’ health insurance contribution is estimated to have declined from 2.09% in 2013 to 
1.82%. The contribution rate applicable to wage earners and entrepreneurs is expected 
to have decreased from 0.79% to 0.52%. 

In the earned income insurance, the minimum allowances (sickness/maternity, pa-
ternity and parental/rehabilitation) are funded by the state. In addition, the state pays a 
share of the cost of occupational health services for self-employed persons and farmers 
as well as 0.1% of the parental allowances not paid out at the minimum rate. State fund-
ing totalled EUR 118.7 million in 2010. It is estimated to climb to EUR 130 million in 2030 
and EUR 158 million in 2060, being 1.1 and 1.3 times higher, respectively, than in 2010. 

The expenditure on medical care insurance is shared equally by the insured and the 
state, with the exception of the wholly state-funded EU compensations. The share of the

 

funding collected from the insured is shared between wage earners, the self-employed, 
and beneficiaries. In 2010, the rate of the contribution levied from beneficiaries to the 
medical care insurance was 1.64%, while that collected from wage earners and the self-
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employed was 1.47%. Owing to a surplus achieved in the preceding year, the 2011 rates 
were reduced by 0.28 percentage points. 

Contribution rates in the NHI scheme have recently fluctuated mainly on account of 
the recession that began in late 2008 and the introduction of the reference price system 
for medicines in 2009. The last few years have seen unexpectedly strong swings in the 
economy in both directions. The split between the projected and actual sum of wages 
and between the medical care contributions paid in advance and the finalised taxes has 
added to the fluctuation. Annual fluctuations in the contribution rates have been una-
voidable as the liquid assets of the NHI Fund may only vary between 8 and 12% of total 
annual expenditure.

In 2010, the contribution rates generated more income than expected and simultane-
ously expenses were smaller than what was estimated, especially the increase in medical 
expenses was more moderate than anticipated. These issues together led into a surplus 
around 400 million euros. This will be compensated in the contribution rates in 2011 and 
2012 as well as in the state’s share. The contributions levied from wage earners and the 
self-employed are expected to go up from 1.34% in 2013 to 1.42% in 2030. After that, 
they are assumed to decrease, ending up in 2060 at the level they were in 2013. Chang-
es in the contribution rates levied from beneficiaries are exactly the same. The rate for 
beneficiaries exceeds by 0.17 percentage points that levied from wage earners and en-
trepreneurs. The contribution trends used in the projections are presented in Figure 13.
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The medical care insurance is funded to the extent of 50% by the state, with the ex-
ception of the wholly state-funded EU compensations. State contributions totalled about 
EUR 1.1 billion in 2010. They are estimated to increase to about EUR 1.7 billion in 2030 
and to EUR 2.7 billion in 2060, representing a 1.7 and 2.6 fold increase, respectively, 
over 2010. 

Taking health insurance and rehabilitation funding as a whole, the various providers 
of financing account for disparate shares of the total funding. In 2010, employers pro-
vided 34% of all health insurance funding, while wage earners and the self-employed 
came up with 31%, beneficiaries with 8% and the state with 27%. The funding shares 
are, however, expected to change somewhat during the projection period. The shares 
of employers, wage earners and the self-employed will decrease and the shares of the 
state and of beneficiaries increase. This is because the share of the earned income in-
surance in the total health insurance expenditure will diminish while that of the medical 
care insurance will grow. 

7.2.1 medical care insurance: alternative scenariOs 

Projected trends in the medical care insurance benefit expenditure and in the contribu-
tions levied from wage earners and the self-employed are analysed, in addition to the 
baseline projection, with three alternative projections: 

1) Increase in the expenditure on reimbursements of medicine costs exceeds wage 
growth over the projection period. 

2) The replacement rate of medical care benefits is 60% starting from 2012 (higher 
than at present). 

3) The fixed charges used in the calculation of reimbursements are not raised, result-
ing in a widening gulf between reimbursements and the general level of prices. 

Under the first two alternatives, reimbursement expenditure is higher than in the base-
line projection. Under the third alternative, it is lower. 

1) In the baseline projection, the increase in medicine costs is tied to projected wage 
growth. Per-purchase medicine costs declined immediately after the reimburse-
ment reform of 2006 and the introduction of a reference price system in 2009. How-
ever, prior to these two events, they consistently outstripped wage growth. In real 
terms, annual wage growth was on average 1.7% between 1996–2005, whereas 
the expenditure on medicines belonging to the basic reimbursement category and 
those belonging to the upper special reimbursement category increased by 4% 
and 3%, respectively. Average costs in the lower special reimbursement category 
have increased at an average rate of one percent annually, having thereby lagged 
behind wage growth in most years. Generic substitution of medicines was intro-
duced on 1 April 2003. The preceding ten-year period (1993–2002) saw an even 
faster growth of medicine costs, with annual rates of increase in the basic, lower 
special and upper special reimbursement categories of 5%, 6%, and 2%, respec-
tively, in real terms. 
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     If the expansion of costs exceeds wage growth as it did between 1996 and 2005, 
the expenditure on reimbursements of medicine costs will be 1.9 times higher than 
in the baseline projection at the end of the projection period. Their share of total 
NHI expenditure will be 53% (as opposed to 37%) and of the expenditure on medi-
cal care insurance 80% (rather than 68%). The contribution rate for wage earners 
and the self-employed in 2060 is 1.6 times higher than in the baseline projection 
(See Figure 14). The state’s share of medical care insurance funding will increase 
in equal measure. 

2) Compensations of medical care expenses are defined as a certain percentage of 
a fixed schedule fee. This percentage is 60% for doctors’ and dentists’ fees, 50, 
60 or 100% for dental services provided to war veterans, and 75% for examina-
tion and treatments after deduction for a copayment. As the schedule fees have 
not kept pace with the continual increase in costs, they currently cover 25–35% 
of actual costs. 

     The baseline projection is based on the assumption that the compensation rate 
for medical care expenses remains at its current level, at 25–35%. Alternatively, 
if the compensation rate is 60% starting from 2012 – as originally intended when 
the health insurance scheme was set up – the compensation expenditure will be 
double that in the baseline projection, accounting for 11% rather than 6% of total 
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health insurance expenditure. The contribution rate for wage earners and the self-
employed is one-tenth or about 0.15 percentage points higher than in the base-
line projection throughout the projection period (See Figure 14). The state’s con-
tribution to the financing of medical care insurance will increase proportionately. 

3) It is assumed in the baseline projection that not only per-copayment costs but also 
the fixed schedule fees underlying the compensations will follow wage growth. 
Thus, the level of compensations or their share of the total expenditure will remain 
at its current level. If this assumption is not made, the compensations for medical 
care costs will shrink significantly in the long term. 

     Alternatively, if the costs follow wage growth – as in the baseline projection – 
but the fixed schedule fees remain unchanged – thereby lagging behind the broad-
er cost trend – the expenditure on reimbursements of medical care costs will be 
less than one-fifth of their level in the baseline projection. As a percentage of to-
tal health insurance expenditure, reimbursements of medical care costs will be 
about one percent (as opposed to 6% as in the baseline projection). The effect on 
the contribution rate for wage earners and the self-employment is negligible: the 
contribution is no more than 0.10 percentage points smaller than in the baseline 
projection (Figure 14). The effective level of reimbursements, i.e. their share of 
actual costs, on the other hand, decreases from 25–35%, as at present, to 4–7% 
over the projection period (See Figure 15). The state’s contribution to the financ-
ing of the medical care insurance will decline proportionately. 
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7.3 expenditure and incOme Of the General fund fOr sOcial security 

The expenditure of the General Fund for Social Security is financed nearly entirely by the 
state and the municipalities. No contributions towards these benefits are levied from 
employers, wage earners, self-employed persons or beneficiaries. The benefit expendi-
ture from the General Fund for Social Security is presented in Figure 16, while the total 
expenditure is detailed in Appendix 1.C.

Population ageing will impact expenditure trends differently for different benefits. The 
benefits paid out of the fund are mainly benefits for families with children and for young 
persons, which means that the ageing of the population does not produce an increase in 
the number of beneficiaries and in the amount of benefit expenditure to the extent that 
it does in the case of the National Pension Insurance and the medical care insurance. A 
decline in the unemployment rate will effect the expenditure on unemployment security 
and on the general unemployment allowance. 

The assumption that half of the rise in real incomes will be manifested in higher ben-
efits means a more than 40% increase in benefit expenditure from 2015 to 2060 in real 
terms. The assumption corresponds to the effect of a series of general increases in ben-
efits averaging about 0.9% a year.  

The expenditure out of the General Fund for Social Security totalled EUR 4.6 billion in 
2010. It is estimated to amount to about EUR 4.6 billion again in 2030 and to increase 
to EUR 5.7 billion in 2060, meaning that it will be the same in 2030 as in 2010 and one 
quarter higher in 2060 than in 2010. No increase is seen in the total expenditure between 

2,000

3,000

4,000

5,000

6,000

Million €

0

1,000

1990 2000 2010 2020 2030 2040 2050 2060

Unemployment security Child benefits

Child care subsidies Financial aid for students

Housing allowance and other benefits Child maintenance allowance

Figure 16. Benefit expenditure out of the General Fund for Social Security in   
 1990–2060 at 2010 prices 

                                                                                                                          | Actuarial publications of Kela 10 • 2011 | 51

Results of the projection: Expenditure and income



2010 to 2030, as the spending on unemployment security is estimated to decline early 
on in the projection period in line with the unemployment assumption. The increase in 
the total expenditure of the General Fund from 2010 to 2060 is attributable to the as-
sumption that the benefits paid out of the fund are raised by half of the real increase in 
wages from 2016 onwards. 

Child benefits are the largest single item of expenditure in the General Fund for So-
cial Security. In 2010, they accounted for 31% of the total fund expenditure. Their share 
is expected to rise to about 38% by 2030 and to remain the same thereafter. 

In 2010, spending on unemployment security accounted for 24% of the total expendi-
ture of the General Fund. This share is expected decrease to 16% in 2030 and to remain 
unchanged thereafter. 

The expenditure on child benefits and unemployment security combined represents 
about 55% of the total fund expenditure throughout the projection period. 

The expenditure on unemployment security benefits totalled EUR 1,096.7 million in 
2010. It is estimated to reach EUR 734 million in 2030 and EUR 935 million in 2060. The 
expenditure is expected to decline early on in the projection period in line with the un-
employment assumption. 

The expenditure on benefits for families with children came to EUR 1,990.8 million 
in 2010. Over the first 20 years of the projection period, the expenditure is estimated to 
grow by 15%. In the period to 2060, it is expected to increase by 45% over 2010. 

The expenditure on child benefits amounted to EUR 1,433.6 million in 2010. It is ex-
pected to go up to EUR 1,719 million in 2030 and to EUR 2,177 million in 2060. The ex-
penditure is estimated to be 1.5 times higher in 2060 than in 2010, reflecting the as-
sumption that half of the rise in wages is manifested in the increase in child benefit 
expenditure from 2016 onwards. The expenditure on child care subsidies, child main-
tenance allowances, maternity grants and adoption grants is expected to increase simi-
larly to the child benefits. 

The expenditure on financial aid for students totalled EUR 845.0 million in 2010. It is 
estimated to amount to EUR 861 million in 2030 and EUR 1,019 million in 2060. Over the 
first 20 years of the projection period, the expenditure is estimated to hold steady. In the 
period between 2010 and 2060, it is expected to go up by one fifth. While the number 
of persons of student age will decline during the projection period, the expenditure will 
remain on an upward trajectory because of the presumed linkage to the level of income. 

The expenditure on the general housing allowance amounted to EUR 530.1 million in 
2010, and is expected to go up to EUR 534 million in 2030 and EUR 680 million in 2060. 
Owing to the declining number of recipients, the expenditure will decrease until the be-
ginning of the 2020s but grow thereafter until 2060, at which point it will be a quarter 
higher than in 2010. 

The number of recipients of the housing allowance will decline rapidly until 2020 be-
cause of a declining rate of unemployment. Estimates about the average rate of the hous-
ing allowance are based on the assumption that the basic deductible expressed in euro, 
which is linked to earnings, will be raised annually by one half of the real wage growth 
(representing the income limit below which the housing allowance covers 80% of rea-
sonable housing costs). The maximum limit for housing costs is raised correspondingly. 
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Average housing costs are estimated to rise by about one percent a year in real terms 
mainly as a result of improved housing standards. 

The expenditure on conscripts’ allowances, interpreting services for the disabled and 
certain other benefits paid out of the General Fund for Social Security came to a total of 
EUR 50.7 million in 2010, and is expected to amount to EUR 55 million in 2030 and EUR 
70 million in 2060. 

7.4 tOtal expenditure and incOme Of Kela 

Total expenditure by Kela amounted to EUR 12.6 billion in 2010. Under the basic assump-
tion, the expenditure is estimated to grow relatively steadily throughout the projection 
period. Health insurance expenditure, especially the expenditure on the medical care 
insurance, and – among the National Pension Insurance benefits – the expenditure on 
and recipients of disability benefits will increase as a result of population ageing. The 
total expenditure is estimated to total EUR 14.8 billion in 2030 and EUR 19.8 billion in 
2060. It is presented in Figure 17 and in Appendix 1.D.

The total expenditure of Kela refers to the benefit expenditure and administrative 
costs of the National Pension Insurance Fund, the National Health Insurance Fund and 
the General Fund for Social Security. 

As of 2010, the General Fund for Social Security has the largest volume of the funds 
of Kela. It represents 37% of the Institution’s total expenditure in 2010. This share is  
estimated to decline to 31% in 2030 and 29% in 2060. 
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The National Health Insurance Fund is the second largest of the funds, accounting for 
35% of the total expenditure by Kela. Its share is expected to climb to 42% in 2030 and 
48% in 2060. At the end of the projection period, the National Health Insurance is estimat-
ed to make up nearly one half of the total expenditure and to be the largest of the funds.

The National Pension Insurance Fund is the third largest fund both in 2010 and in 
2060, at the end of the projection period. It accounted for 28% of the total expenditure 
by Kela in 2010. Its share is expected to drop to 27% in 2030 and 23% in 2060.

Of the total expenditure, 69% was funded by the state, 12% by employers, 14% by the 
insured, and under 5% by municipalities. The combined share of the contributions to the 
Unemployment Insurance Fund and the return on assets was about half a percent in 2010.

The projections indicate the following changes in the relative shares of funding: in 
2030, the state’s share is 66%, while employers will account for 13%, the insured for 
over 16%, municipalities for 4%, and the contributions to the Unemployment Insurance 
Fund and the return on assets for about half a percent combined. In 2060, the state’s 
share is estimated to be 63%, with employers providing 15%, the insured over 18%, mu-
nicipalities 3%, and contributions to the Unemployment Insurance Fund and the return 
on assets for about half a percent of the total funding. This means that the financial con-
tributions of employers and the insured will increase while those of others will decrease 
or remain the same. (See Figure 18.) .
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As a share of GDP, the benefit expenditure of Kela was at its highest, at about 10%, 
in the early 1990s. This was due to an economic depression and a number of new benefit 
responsibilities assigned to the Institution. The GDP share of the expenditure decreased 
as the economic situation improved, to increase again during the financial crisis begin-
ning in 2008. GDP declined by 8% in 2009. Benefit expenditure by Kela represented 6.9% 
of GDP in 2009, declining to 6.6% in 2010. Under the baseline projection, this percent-
age will drop to 5.4% in 2030 and 4.1% in 2060 (See Figure 19). 

4.0

6.0

8.0

10.0

12.0

%

0.0

2.0

1980 1990 2000 2010 2020 2030 2040 2050 2060

National Pension Insurance Fund/GDP

National Health Insurance Fund/GDP

General Fund for Social Security/GDP

Figure 19. Benefit expenditure by Kela as a share of GDP, 1980–2060 

                                                                                                                          | Actuarial publications of Kela 10 • 2011 | 55

Results of the projection: Expenditure and income



8 IMPACT OF THE ALTERNATIVE DEMOGRAPHIC FORECAST 

8.1 underlyinG factOrs 

In addition to the baseline projection, another projection was made of expenditure, in-
come and contributions. It is founded upon the alternative demographic forecast (see 
Chapter 5), in which the expected fertility rate is the same as in the forecast underlying 
the baseline projection, but life expectancy is assumed to increase by 10 years over the 
next 50 years and the population is expected to grow by about 250,000 due to net mi-
gration and by a total of about 500,000 persons over the baseline projection. 

The two calculations, though based on different demographic forecasts, share the 
same underlying factors except for those relating to the population. Both assume that, 
starting 2015, benefits will be increased by an amount corresponding to one half of the 
wage growth. This applies mainly to the benefits paid out of the National Pension Insur-
ance Fund and the General Fund for Social Security. Compensations for medical care ex-
penses and daily allowances exceeding the minimum rate, however, follow wage growth. 
Hence, the baseline and alternative projections only differ in terms of their demographic 
assumptions. 

8.2 results

In the alternative projection, the total expenditure by Kela is higher than in the baseline 
projection throughout the projection period, ending up EUR 2 billion or 10% higher than 
at the beginning. Each of the funds show a higher level of benefit expenditure than they 
do in the baseline projection. (See Figure 20 and Appendix 2). 

Under the alternative projection, benefit expenditure from the National Pension Insur-
ance is about EUR 700 million or 16% higher in 2060 that  it is under the baseline pro-
jection. Among the benefits paid out of the National Pension Insurance Fund, the great-
est difference is seen in national pensions and in disability benefits. This is because the 
number of persons of retirement age and therefore the number of pension beneficiaries 
is larger under the alternative demographic forecast. 

NHI benefit expenditure (including rehabilitation) is a little less than EUR 900 million 
or 9% higher in 2060 than under the baseline projection. The difference is 11% in the 
medical care insurance and 7% in the earned income insurance. The gap between the 
two demographic forecasts is larger among the older age groups than among those of 
working age. Because the older age groups account for a larger share of medical care 
insurance beneficiaries, the cost impact of demographic assumptions is more powerful 
in the medical care insurance than in the earned income insurance, where the number 
of people of working age is the more significant factor. 

The benefit expenditure of the General Fund for Social Security is a little under EUR 
400 million or less than 7% larger in 2060 under the alternative projection than under 
the baseline. The difference between the expenditures is of a similar order of magnitude 
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as the difference between the sizes of child and working-aged age groups under differ-
ent demographic assumptions. 

Under the alternative projection, the increase in the population of working age pro-
vides a boost both to the benefit expenditure and to the income of the National Health 
Insurance, with the effect that the contribution rates are nearly the same as under the 
baseline projection. 

Under the baseline projection, the GDP share of total benefit expenditure by Kela de-
clines from 6.6%, as at present, to 4.1% in 2060. Under the alternative projection, the 
share declines from 6.6% to 4.3% in the same time period. 
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9 CONCLUSIONS

There are many uncertainties inherent in long-range projections. The results achieved 
depend largely on the underlying assumptions. In any event, the results offer a vantage 
point for an analysis of future developments in the social security schemes adminis-
tered by Kela. 

Based on the baseline projection, the following observations can be made about the 
Finnish population, the total expenditure by Kela and the development of expenditure 
in each of the funds. 

1) Population ageing poses a challenge to social and societal policies. The number 
of children will remain roughly at current levels throughout the projection period. 
The population of working age will shrink by 240,000 by 2030, and will continue 
to decline at a decelerating pace after that. The over-65 population will increase 
1.6-fold by 2030. The rate of increase is fastest in the oldest age groups. In 2010, 
there were 258,000 persons aged over 80 years. This number will reach 528,000 
in 2030 and 645,000 in 2060. 

2) The total expenditure by Kela will increase by about one percent annually, in real 
terms, between 2010 and 2060. The rise in the benefit expenditure is moderate 
relative to overall economic expansion. The Institution’s benefit expenditure as a 
percentage of GDP will decrease from 6.6% to 5.4% in 2030 and 4.1% in 2060.  
  The development of total expenditure is affected greatly by the facts that bene-
fits paid out of the National Health Insurance Fund are tied to income growth, while 
in the National Pension Insurance Fund and the General Fund for Social Security, 
only 50% of income growth is reflected in benefit rates. This assumption, whose 
effect corresponds to the impact of a series of general increases in benefit rates, 
is aimed at ensuring that benefit rates do not lag behind the increase in the gen-
eral standard of living. 

3) The development of the number of pension recipients and the benefit expenditure 
of the NPI Fund depends to a significant degree on the realisation of the assump-
tion that the expected age of retirement of a 25-year-old will increase by three years 
from 2008 to 2025. That would reduce both the number of beneficiaries and the 
benefit expenditure of the NPI Fund. This assumption affects the expenditure on 
national pensions by 20% over the long term. 

   Should this assumption not come true, the number of pension beneficiaries 
would be about 8% larger over the long term than under the baseline projection. 
This would be equivalent to about 140,000 beneficiaries, half of whom would also 
draw a national pension. 

4) Introduced on 1 March 2011, the guarantee pension has raised the minimum level 
of pensions. General increases in pensions can in future be targeted specifical-
ly either at those receiving a guarantee pension exclusively or spread among all 
recipients of a national pension. In this projection, general increases of pension 
levels have been applied both to national pensions and to guarantee pensions. 
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NPI expenditure (minus disability benefits) will remain at around the 2010 level 
despite general increases in benefit rates.

   The cost impact of increases in benefit rates restricted to guarantee pensions 
would be much smaller than of those targeted at national pensions, but the in-
creases to guarantee pensions only improve the retirement income level of those 
in the lowest income decile. General increases of national pensions affect about 
a half of all pension recipients and – through tax effects – nearly all recipients. 

5) The number of recipients of disability benefits and the expenditure on them will 
increase rapidly. This is due to population ageing and especially the increase in 
the size of the oldest age groups. 

6) National Health Insurance expenditure will increase over two-fold during the pro-
jection period. The internal balance within the NHI scheme will shift towards a 
greater share for the medical care insurance and a diminished share for the earned 
income insurance. Among the medical care insurance expenditure, the largest in-
crease is seen in medicines. In the earned income insurance, maternity, paternity 
and parental allowances increase more than sickness allowances. 

7) Under the baseline projection, contribution rates in the NHI scheme will see mod-
erate development. Contribution rates in the earned income insurance show a de-
clining trend throughout the projection period. Contribution rates in the medical 
care insurance increase slightly until the 2030s and decline thereafter. The con-
tribution rates reflect the volume of expenditure and the total sum of wages. The 
total sum of wages will increase somewhat more than the NHI expenditure during 
the projection period. 

8) The expenditure on benefits paid out of the General Fund for Social Security will, as 
a general rule, increase. This is because a 50% linkage between real wage growth 
and the average rates of benefit. Unemployment security is the sole category of 
expenditure to show a decrease, which results from a structural change within the 
working-age population and our assumption concerning unemployment trends. 

A number of complementary observations can be made on the basis of the alternative 
analyses. The first concerns demographic development and the rest the financing of the 
medical care insurance. 

  9) The alternative demographic development forecast affects cost trends in the dif-
ferent funds differently. The expenditure of the National Pension Insurance Fund is 
16% higher, that of the National Health Insurance Fund 9%, and that of the General 
Fund for Social Security Fund 7% higher than under the baseline projection. Under 
alternative demographic assumptions, the population in the oldest age groups is 
15% larger than in the forecast underlying the baseline projection. The number of 
beneficiaries belonging to these age groups is large in pension insurance and in 
the medical care insurance. 
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 10) The magnitude of the change in contribution rates for the medical care insurance 
depends greatly on the development of medicine prices. The baseline projection 
assumes that medicine price trends track incomes, with the contribution rates for 
the medical care insurance showing a relatively moderate development. However, 
if medicine prices rise significantly faster than incomes – as they did in the years 
preceding the reimbursement and reference price reform – the contribution rates 
for the medical care insurance will face substantial upward pressures. This would 
also expand the role of state funding.

11) The cost development of other compensations for medical care costs than medi-
cines have only a minor impact on compensation rates. Were the level of compen-
sation raised to 60% as originally intended under the Health Insurance Act, the 
contribution rates would have to be increased by a maximum of 0.15 percentage 
points. On the other hand, were the fixed schedule fees not increased, with the 
result that the level of compensation would dwindle into insignificance, the down-
ward impact on contribution rates would be no more than 0.10 percentage points. 
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Expenditure (mil. €) 2010 2015 2020 2030 2045 2060

Benefits, total 3,400 3,503 3,621 3,940 4,316 4,514

National pensions, total 2,443 2,332 2,357 2,407 2,406 2,380

National pensions (reduced by other 

pension income) 

2,401 2,292 2,318 2,370 2,369 2,344

Child increases 6 5 5 4 4 4

Survivors’ pensions 36 35 34 34 33 32

Work capacity evaluation 0 0 0 0 0 0

Guarantee pensions 0 138 135 126 103 83

Benefits for front-veterans 56 26 9 0 0 0

Housing allowances 393 460 500 585 679 756

Disability benefits, total 509 547 619 821 1,128 1,295

Care allowance for pensioners 401 441 506 696 984 1,127

Disability allowance (aged 16 or under) 70 68 73 79 87 100

Disability allowance (over age 16) 31 30 29 30 34 38

Dietary grant 7 8 12 16 23 30

Administrative costs 115 113 115 90 100 101

Total expenditure 3,515 3,616 3,736 4,031 4,415 4,615

Income (mil. €) 2010 2015 2020 2030 2045 2060

Contributions 46 0 0 0 0 0

State funding 3,377 3,584 3,704 4,028 4,413 4,612

Return on assets 6 2 2 2 2 2

Total income 3,429 3,586 3,706 4,030 4,415 4,614

Appendix 1.A: Baseline projection: Expenditure and income of the National Pension  
         Insurance Fund 
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Appendix 1.B: Baseline projection: Expenditure and income of the National Health
          Insurance Fund 

Expenditure (mil. €) 2010 2015 2020 2030 2045 2060

Benefits, total 4,239 4,760 5,209 6,038 7,549 9,199

Earned income insurance, total 2,204 2,370 2,516 2,738 3,366 3,995

Sickness allowances 821 850 896 979 1,207 1,434

Maternity, paternity and parental 

allowances

1,023 1,154 1,232 1,338 1,665 1,989

Daily allowances provided under workers’ 

compensation scheme

5 6 6 5 4 3

Additional daily allowances for the self-

employed 

5 7 7 8 9 10

Rehabilitation allowances 68 70 69 73 79 84

Occupational health care 282 283 306 336 402 476

Medical care insurance, total 2,035 2,390 2,694 3,300 4,183 5,204

Medicines 1,226 1,490 1,721 2,155 2,791 3,562

Doctors’ fees 73 82 90 107 132 161

Dentists’ fees 121 129 141 164 202 248

Examination and treatment 72 84 92 107 129 154

Travel costs 251 282 316 406 517 622

Finnish Student Health Service 22 24 24 27 33 39

Medical care provided under workers’ 

compensation scheme 

3 3 3 2 2 2

EU compensations 24 28 28 29 28 28

Other benefits 1 1 1 1 1 1

Rehabilitation services 243 267 277 302 348 388

Administrative costs 186 208 229 268 324 391

Total expenditure 4,425 4,969 5,438 6,306 7,873 9,590

Income (mil. €) 2010 2015 2020 2030 2045 2060

Earned income insurance, total 2,417 2,447 2,600 2,836 3,485 4,134

Employers, total 1,574 1,649 1,781 1,988 2,495 3,052

719 668 686 710 836 915

5 7 7 8 9 10

State funding 120 124 125 130 146 158

Medical care insurance, total 2,429 2,524 2,840 3,472 4,391 5,453

1,256 1,250 1,408 1,724 2,183 2,714

Total funding by the state 1,173 1,275 1,432 1,748 2,208 2,739

Total income 4,846 4,972 5,440 6,307 7,876 9,587

Wage earners and self-employed persons, 

total 

Contributions from the self-employed 

towards additional daily allowance provision 

Wage earners and self-employed persons, 

total 
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Appendix 1.C: Baseline projection: Expenditure and income of the General Fund 
          for Social Security 

Expenditure (mil. €) 2010 2015 2020 2030 2045 2060

Total expenditure on benefits 4,513 4,433 4,203 4,481 5,002 5,576

Unemployment security 1,097 965 717 734 837 935

Benefits for families with children, total 1,991 2,021 2,146 2,303 2,537 2,879

Child benefits 1,433 1,466 1,573 1,719 1,895 2,177

Child care subsidies 444 452 465 465 510 551

Maternity grant and adoption grant 11 12 13 13 15 17

Child maintenance allowance 102 91 96 106 117 134

General housing allowance 530 589 503 528 603 673

Financial aid for students 845 810 789 861 962 1,019

Other benefits, total 50 48 49 55 62 71

Special assistance for immigrants 24 0 0 0 0 0

Conscript’s allowance 18 18 18 20 23 26

Interpreting services 7 29 31 35 40 45

Rehabilitation-related travel costs of front-

veterans

1 1 0 0 0 0

Administrative costs 132 136 128 132 148 163

Total expenditure 4,645 4,569 4,331 4,612 5,150 5,738

Income (mil. €) 2010 2015 2020 2030 2045 2060

40 97 56 65 84 108

Total funding by the state 4,015 3,890 3,712 3,983 4,443 4,954

Towards benefits 3,884 3,757 3,587 3,854 4,297 4,793

Towards administrative costs 131 134 125 129 145 160

Municipalities 589 579 559 561 620 674

Other income 2 3 3 3 3 3

Total income 4,646 4,569 4,331 4,612 5,150 5,738

Contributions levied from the self-employed 

towards unemployment security 
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Appendix 1.D: Baseline projection: Expenditure and income of the benefit funds 

Expenditure (mil. €) 2010 2015 2020 2030 2045 2060

Total expenditure on benefits 12,152 12,697 13,033 14,459 16,866 19,288

National Pension Insurance Fund 3,400 3,503 3,621 3,940 4,316 4,514

National Health Insurance Fund 4,239 4,760 5,209 6,038 7,549 9,199

General Fund for Social Security 4,513 4,433 4,203 4,481 5,002 5,576

Administrative costs 433 457 471 490 572 654

Total expenditure 12,585 13,154 13,504 14,949 17,438 19,943

Income (mil. €) 2010 2015 2020 2030 2045 2060

National Pension Insurance Fund 3,429 3,586 3,706 4,030 4,415 4,614

National Health Insurance Fund 4,846 4,972 5,440 6,307 7,876 9,587

General Fund for Social Security 4,646 4,569 4,331 4,612 5,150 5,738

Total income 12,921 13,127 13,476 14,949 17,440 19,940
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Appendix 2.A: Alternative projection: Expenditure and income of the National
          Pension Insurance Fund 

Expenditure (mil. €) 2010 2015 2020 2030 2045 2060

Benefits, total 3,400 3,537 3,680 4,087 4,696 5,233

National pensions, total 2,443 2,363 2,412 2,533 2,669 2,806

National pensions (reduced by other 

pension income) 

2,401 2,323 2,373 2,494 2,631 2,767

Child increases 6 5 5 4 4 4

Survivors’ pensions 36 35 34 34 34 35

Work capacity evaluation 0 0 0 0 0 0

Guarantee pensions 0 139 136 129 110 93

Benefits for front-veterans 56 26 9 0 0 0

Housing allowances 393 461 503 597 725 858

Disability benefits, total 509 548 619 828 1,192 1,477

Care allowance for pensioners 401 440 504 699 1,041 1,296

Disability allowance (aged 16 or under) 70 68 73 81 91 107

Disability allowance (over age 16) 31 30 30 31 36 42

Dietary grant 7 9 12 17 25 33

Administrative costs 115 113 116 93 106 118

Total expenditure 3,515 3,650 3,796 4,180 4,802 5,351

Income (mil. €) 2010 2015 2020 2030 2045 2060

Contributions 46 0 0 0 0 0

State funding 3,377 3,618 3,764 4,177 4,799 5,348

Return on assets 6 2 2 2 2 2

Total income 3,429 3,620 3,766 4,179 4,801 5,350
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Appendix 2.B: Alternative projection: Expenditure and income of the National 
                          Health Insurance Fund 

Expenditure (mil. €) 2010 2015 2020 2030 2045 2060

Benefits, total 4,239 4,776 5,254 6,183 7,960 10,052

Earned income insurance, total 2,204 2,383 2,549 2,818 3,533 4,290

Sickness allowances 821 855 907 1,007 1,273 1,547

Maternity, paternity and parental 

allowances

1,023 1,161 1,250 1,377 1,740 2,126

Daily allowances provided under workers’ 

compensation scheme

5 6 6 5 4 3

Additional daily allowances for the self-

employed 

5 7 8 8 9 10

Rehabilitation allowances 68 70 70 75 83 90

Occupational health care 282 283 310 346 425 513

Medical care insurance, total 2,035 2,393 2,705 3,365 4,427 5,762

Medicines 1,226 1,491 1,726 2,195 2,957 3,956

Doctors’ fees 73 82 91 109 138 176

Dentists’ fees 121 129 142 168 214 272

Examination and treatment 72 84 92 109 135 167

Travel costs 251 282 317 414 551 702

Finnish Student Health Service 22 24 24 28 34 41

Medical care provided under workers’ 

compensation scheme 

3 3 3 2 2 2

EU compensations 24 28 28 29 28 28

Other benefits 1 1 1 1 1 1

Rehabilitation services 243 268 280 310 365 417

Administrative costs 186 208 231 276 344 429

Total expenditure 4,425 4,984 5,485 6,459 8,304 10,482

Income (mil. €) 2010 2015 2020 2030 2045 2060

Earned income insurance, total 2,417 2,461 2,635 2,919 3,660 4,444

Employers, total 1,574 1,655 1,801 2,042 2,620 3,275

719 674 700 735 879 991

5 7 8 8 9 10

State funding 120 124 127 134 152 169

Medical care insurance, total 2,429 2,527 2,853 3,542 4,649 6,039

1,256 1,251 1,414 1,759 2,312 3,007

Total funding by the state 1,173 1,276 1,439 1,783 2,337 3,032

Total income 4,846 4,987 5,488 6,462 8,309 10,483

Wage earners and self-employed persons, 

total 

Contributions from the self-employed 

towards additional daily allowance provision 

Wage earners and self-employed persons, 

total 
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Appendix 2.C: Alternative projection: Expenditure and income of the General Fund
         for Social Security 

Expenditure (mil. €) 2010 2015 2020 2030 2045 2060

Total expenditure on benefits 4,513 4,457 4,253 4,595 5,231 5,948

Unemployment security 1,097 971 726 755 881 1,005

Benefits for families with children, total 1,991 2,031 2,171 2,363 2,655 3,069

Child benefits 1,433 1,472 1,589 1,762 1,983 2,318

Child care subsidies 444 455 471 479 534 590

Maternity grant and adoption grant 11 12 13 14 16 18

Child maintenance allowance 102 91 98 109 122 143

General housing allowance 530 592 509 543 633 721

Financial aid for students 845 814 798 878 997 1,076

Other benefits, total 50 48 49 56 65 76

Special assistance for immigrants 24 0 0 0 0 0

Conscript’s allowance 18 19 18 21 24 27

Interpreting services 7 29 31 36 42 49

Rehabilitation-related travel costs of front-

veterans

1 1 0 0 0 0

Administrative costs 132 136 129 135 157 172

Total expenditure 4,645 4,593 4,382 4,730 5,388 6,120

Income (mil. €) 2010 2015 2020 2030 2045 2060

40 97 57 67 89 116

Total funding by the state 4,015 3,911 3,756 4,083 4,647 5,279

Towards benefits 3,884 3,777 3,629 3,950 4,493 5,110

Towards administrative costs 131 134 126 133 154 169

Municipalities 589 582 567 577 650 722

Other income 2 3 3 3 3 3

Total income 4,646 4,593 4,382 4,730 5,388 6,120

Contributions levied from the self-employed 

towards unemployment security 
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Appendix 2.D: Alternative projection: Total expenditure and income of the benefit
          funds 

Expenditure (mil. €) 2010 2015 2020 2030 2045 2060

Total expenditure on benefits 12,152 12,770 13,187 14,865 17,888 21,233

National Pension Insurance Fund 3,400 3,537 3,680 4,087 4,696 5,233

National Health Insurance Fund 4,239 4,776 5,254 6,183 7,960 10,052

General Fund for Social Security 4,513 4,457 4,253 4,595 5,231 5,948

Administrative costs 433 457 476 504 606 719

Total expenditure 12,585 13,227 13,663 15,369 18,494 21,952

Income (mil. €) 2010 2015 2020 2030 2045 2060

National Pension Insurance Fund 3,429 3,620 3,766 4,179 4,801 5,350

National Health Insurance Fund 4,846 4,987 5,488 6,462 8,309 10,483

General Fund for Social Security 4,646 4,593 4,382 4,730 5,388 6,120

Total income 12,921 13,200 13,636 15,371 18,499 21,953
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