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Healthcare Expenditures in Turkey

Healthcare is funded in Turkey by the general government budget, income-based social security contributions and private funding. Out-of-pocket payments have the largest share in private funding. Despite recent strong growth, private health insurance still covers barely 2% of the population
. 

Health insurance scheme co-payment rates for reimbursed medicines are set at 20% of the product price for the employed and 10% for the retired (women over 58 and men over 60), with extra financing required for physician consultations and the cost of medicines exceeding reimbursement ceilings. There are exemptions, such as for certain chronic diseases. Inpatient pharmaceutical costs are fully reimbursed. Outpatient services are also free of charge for patients covered by public health.

Green card recipients are entitled to free healthcare and pharmaceuticals, which are reimbursed by the Ministry of Health (inpatient medicines) or local authorities (outpatient medicines). The green card safety net system for those with no income caters for 13% of the population.

Over the recent years, budget allocated for preventive and primary healthcare services have steadily increased.
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	Turkey -- Healthcare Expenditure Indicators, 2004-2013

	 
	2004
	2005
	2006
	2007
	2008
	2009f
	2010f
	2011f
	2012f
	2013f

	Health expenditure (US$bn) LHS
	23.1
	27.4
	25.5
	32.8
	38.7
	31.6
	32.6
	38.8
	47.5
	57.6

	Health expenditure (TRYbn) LHS
	33.0
	37.0
	36.7
	42.6
	50.3
	53.3
	58.7
	65.1
	73.6
	84.6

	Health expenditure (% GDP)
	5.9
	5.7
	4.8
	5.1
	5.3
	5.5
	5.7
	5.8
	6.0
	6.3

	Health expenditure per capita (US$)
	320.6
	375.6
	344.9
	464.5
	542.7
	438.2
	447.0
	524.4
	634.5
	761.3

	Public sector health expenditure (US$bn)
	16.6
	19.6
	18.5
	22.6
	27.1
	22.5
	23.3
	27.4
	32.4
	37.2

	Public sector health expenditure (TRYbn)
	23.8
	26.4
	26.6
	29.4
	35.3
	38.1
	41.9
	46.1
	50.3
	54.7

	Public sector health expenditure (%)
	72.1
	71.4
	72.5
	69.0
	70.1
	71.5
	71.5
	70.8
	68.3
	64.6

	f = forecast. Source: World Health Organization and Business Monitor International


Main Reforms in the Healthcare System 

The ‘Health Transformation Programme’ was announced by the government at the end of 2003. This new healthcare reform brings more people into the system and more people have access to reimbursed medicines.

Within the scope of the programme;
· The three insurance funds (SSK, Emekli Sandigi and Bag-Kur) were merged under the name – the Social Security Institution (SSI) - in 2007. The new legislation consolidates premiums within one system. The premium is standardized at 12.5% of an employee’s salary. The three insurance funds together cover about 81% of the population as of 2008. The single system started to be fully operational at the beginning of 2008. The three funds that are now merged were:

· SSK (Social Insurance Institute), which theoretically covered employees and retirees, or about 47% of the population. The scheme was funded through mandatory employer and employee contributions, and supervised by the Ministry of Labor and Social Security. It mainly served private sector and ‘blue-collar’ public sector employees.

· Emekli Sandigi (Civil Service Retirement Fund), run by the Ministry of Finance, covered retired public sector employees and their dependants. Coverage is estimated at about 13% of the population. Insurance premiums were collected from income and the scheme was subsidized by the central government budget for pension and healthcare benefits. 

· Bag-Kur (Free Enterprise Scheme), provided insurance for independent traders and the self-employed. About 20% of the population was theoretically covered by this fund. 

· Extending insurance coverage to the people currently uninsured under the existing health insurance system is one of the main targets.

· The Ministry of Health is to be transformed from being principally a provider of healthcare services to a regulator of service provision.
· Public private collaboration is encouraged in order to expand access to healthcare. The private sector will be able to provide treatment for public sector patients. Therefore, private hospital investments are in a trend of increase. 

· In order to reduce excessive use of hospital resources, priority is given to primary healthcare services and family medicine care and the family practitioner (FP) programme was introduced. 

· The autonomy of the state hospitals is increased. 

· Payment procedures are in a process of improvement. The control of hospital pharmacies over dispensing inpatient treatment is aimed to be increased. 

· It is decided to establish a national drugs agency, a medical device agency, a school of public health, a national quality and accreditation agency. 

· A system of electronic patient records and an electronic health network system were aimed to be developed. Sağlık Net, a health network system, is now operational.
Turkey's loan agreement with the International Monetary Fund will help to manage costs and maintain efficiency. In addition to that, the EU accession period and Turkey’s efforts to comply with the EU regulations will also make positive contributions to the reform programme. 

Forecast of the Business Monitor International (BMI) for the Healthcare Sector in Turkey

Over the next five years, BMI expects Western multinationals to increasingly target Turkey with patented products in core therapeutic areas such as cardiovascular, oncology and dementia, which will help drive market value growth. Multinational corporations are beginning to view the country as one of the key developing markets in the world, based on macroeconomic factors as well as the recent performance of the health sector. As a result, a number of majors may also choose to make Turkey a production base for pharmaceuticals for the Middle East, Asia and Eastern Europe, especially with the possibility of EU accession on the cards for the medium term.

Healthcare and Pharmaceuticals Forecast From The Economist Intelligence Unit (Sep. 25th, 2009)

	 
	2007a
	2008b
	2009c
	2010c
	2011c
	2012c

	Life expectancy, average (years)
	72.9  
	73.1  
	73.4  
	73.7  
	73.9  
	74.1  

	Life expectancy, male (years)
	70.4  
	70.7  
	70.9  
	71.2  
	71.4  
	71.6  

	Life expectancy, female (years)
	75.5  
	75.7  
	76.0  
	76.3  
	76.5  
	76.8  

	Infant mortality rate (per 1,000 live births)
	38.3  
	37.0a  
	35.6  
	34.2  
	33.1  
	32.0  

	Healthcare spending (YTL bn)
	50b  
	57  
	59  
	66  
	72  
	78

	Healthcare spending (% of GDP)
	5.9b  
	6.0  
	6.2  
	6.3  
	6.3  
	6.3

	Healthcare spending (US$ bn)
	38.2b
	43.8
	38.0
	44.1
	47.6
	50.5

	Healthcare spending (US$ per head)
	537b  
	609  
	524  
	601  
	643  
	677  

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Healthcare (consumer expenditure; US$ bn)
	18.3
	20.2
	18.2
	21.7
	24.1
	26.2

	Physicians (per 1,000 population)
	1.7
	1.7a
	1.7
	1.7
	1.7
	1.7

	
	
	
	
	
	
	

	Pharmaceutical sales (US$ m)
	8,497  
	9,329a  
	8,181  
	9,093  
	10,361  
	11,655  

	Sources: US Census Bureau; Economist Intelligence Unit. 

              a Actual.  b Economist Intelligence Unit estimates.  c Economist Intelligence Unit forecasts.


A growing population, an increase in annual income per head, a gradual rise in life expectancy and the size of the elderly population, and a gradual transition to universal healthcare coverage all point to higher expenditure on healthcare and pharmaceuticals in the years ahead.

Pharmaceuticals Market in Turkey

Turkey is the world's 16th-largest producer of pharmaceuticals and the sixth-largest pharmaceuticals market in Europe, after Germany, France, the UK, Italy and Spain. Growth in the value of prescribed pharmaceuticals sales was strong in 2006 and 2007, despite downward pressure from price adjustments. According to the Pharmaceutical Manufacturers Association of Turkey (IEIS), sales totaled €6.35bn (US$9.3bn) at ex-factory prices in 2008, up from €6.2bn in 2007 and €5.2bn in 2006. Pharmaceutical consumption per person was US$136 in 2008. 

The sector has undergone structural change since 1984, when Turkey brought its legislation into line with the EU's Good Manufacturing Practices directives for medicinal products. Since the mid-1980s foreign investment has increased, especially in the 1990s, following the adoption of a new patent law in 1995 and the entry into force of a customs union agreement with the EU in 1996. Of about 300 pharmaceutical firms operating in Turkey in 2007, 44 had manufacturing facilities, and of these 14 were multinationals. The others import and/or engage in contract manufacturing for other firms.
Key Players
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Pharmaceutical Market
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Source: IMS Health, Turkish Pharmaceutical Manufacturers' Association (IEIS)
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Source: IMS Health, Turkish Pharmaceutical Manufacturers' Association (IEIS)

Prescribed Market
Reference-Generic / Import-Local – 2008
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Source: IMS Health, Turkish Pharmaceutical Manufacturers' Association (IEIS)
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Source: IMS Health, Turkish Pharmaceutical Manufacturers' Association (IEIS)

Number of Pharmaceuticals in the Market
 

In 2008, there are 7,155 pharmaceutical products in the market. 4,971 of these are prescribed products.

Pharmaceuticals in the Market – 2008
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	Source: IMS Health, Turkish Pharmaceutical Manufacturers' Association (IEIS)




Pharmaceutical Consumption by Therapeutic Class 

Value
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Source: IMS Health, Turkish Pharmaceutical Manufacturers' Association (IEIS)
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Employment
 

Approximately 25,000 people are employed in the sector. Pharmaceuticals industry due to its nature is one of the industries which have the highest proportion of personnel (50%) with university education. The distribution of highly educated employees is: pharmacist 4.5%, doctors 3%, chemical engineer 7.5%, chemist 7%, biologist 9.5%. 

Pricing
 

Pharmaceutical prices in Turkey are regulated and controlled by the General Directorate of Pharmaceuticals and Pharmacies, which is part of the Ministry of Health.

In the framework of the decree on the pricing of medicinal products for human use dated June 30, 2007 and numbered 2007/12325, the reference price of an original product is determined according to the lowest ex-factory price among 5 EU member countries (France, Spain, Italy, Portugal and Greece until the end of 2007 and 2008, but the reference countries may change and the number of reference countries may increase upto 10, provided that prior notification is given before 4 months).

The retail prices are calculated by adding 8% VAT and the wholesaler and pharmacist mark-ups to the ex-factory price. 

	Original Products


	Reference Price


	+


	Wholesaler and pharmacist mark-up


	+


	8% VAT


	 



	

	
	 
	Generic Products

80% of the Reference Price

+

Wholesaler and pharmacist mark-up

+

8% VAT

 



	of the wholesaler sales price
	Wholesaler (%)
	Pharmacist (%)

	Up to YTL 10
	9
	25 

	YTL 10 – 50
	8
	25

	YTL 51 – 100
	7
	25

	YTL 101 - 200
	4
	16

	Over YTL 200
	2
	12


Marketing Authorization

In January 2005, the new Regulation on the Registration of Medicinal Products for Human Use was published in line with EU principles. With the new system, the registration appraisal period is being limited to 210 days, excluding the periods for inclusion in the reimbursement list, pricing and analysis. 

According to the same registration regulation, a 6-year data exclusivity is granted to new molecules registered in any of the EU Customs Union Zone countries after January 01, 2005 where the protection term will effectively begin from that registration date. In addition, data exclusivity is also applicable to molecules registered in the Zone from January 01, 2001 if no generic product application exists for these molecules as of December 31, 2004. The exclusivity is limited with the patent term of the concerned molecule.

Reimbursement
 

The reimbursement system is governed by the Reimbursement Commission, which is formed by officials representing the Ministry of Health, Ministry of Finance and Social Security Institution.

 
In the scope of reimbursement, medicines are reimbursed up to %15 above the cheapest medicine in the generic medicine list. Generic medicine concept started with 77 active material in 2005 and this number was expanded to 333 within the year. This number has reached 425 in 2008.

Pharmacy discount rates in public medicine purchasing are determined by taking into account pharmacy sales revenue (VAT excluded).


In regards to sales revenue:

 

	Pharmacist discount related to annual sales revenue 2007 (VAT excluded) 
	%

	Pharmacies up to 350,000 TL
	% 0

	Pharmacies between 350,000 TL – 600,000 TL
	% 1.0

	Pharmacies between 600,000 TL – 900,000 TL
	% 1.5

	Pharmacies over than 900,000 TL
	% 2.5



Importer and manufacurer discount rates: 11%

Harmonization with EU Legislation
 

The Turkish government has implemented a number of regulations to bring its pharmaceutical laws into line with those in the EU. 

* Patent protection
* Data exclusivity
* Pricing
* Registration
* Good Manufacturing Practices
* Good Clinical Practices
* Good Laboratory Practices
* Bioavailability / Bioequivalency
* Packaging / Labelling
* Promotion / Advertising
* Drug Research and Medicinal Product Registration
* Stability Requirements
* Regulation on Good Distribution and Storage Practices 
* Pharmacovigilance
Intellectual Property Rights
 


In Turkey patent protection came into force in 1999. With the patent law, the products are covered with patent for 20 years. In Turkey the pharmaceutical data of the original companies are under protection with the decree law 551 and decrees of the Regulation on the Registration of Medicinal Products for Human Use. The new registration regulation, grants data exclusivity for 6 years to original products registered in the EU after 2004. 

Research and Development in the Healthcare Sector
 

Research and development in Turkey is likely to exceed US$100mn in 2009, according to the Association of Research-Based Pharmaceutical Companies (AIFD). Clinical research is estimated to have grown by up to 40% in 2008, with a number of high profile companies shifting research activities into Turkey. The Turkish government is keen to attract investment and is developing regulations largely in-line with EU directives. The Turkish government is also planning to invest in biotechnology in the near future. The Turkish government’s long-term aim in attracting R&D investment is to reduce its account deficit, which stood at US$38.0bn in 2007, by adding value to its industries’ output. As part of the IMF-mandated restructuring of the economy, the country has already introduced lower corporate taxes and reformed a prohibitive fiscal policy.  

In April 2008, Turkey introduced a new R&D law, which is providing considerable incentives for global pharmaceutical and other investment (namely automotive, textile and telecommunications) in the country. Turkey’s AIFD stated that the law may attract US$1bn of investment if it is properly implemented, with the organization – in partnership with the health ministry – also actively seeking out pharmaceutical giants to invest in the country.   

R&D Law

The R&D Law provides special incentives for R&D investment projects in Turkey if a minimum of 50 personnel are employed in an R&D center. The incentives within the new law are valid until the year 2024 and include;

•100% deduction of R&D expenditures from the tax base if the number of researchers is over 500, then in addition to the 100% deduction, half of the R&D expenditure increase incurred in the operational year compared to the previous year will also be deducted.

•Income withholding tax exemption for the employees (this item will be effective until December 31st, 2013.) 

•50% of social security premium exemption for employees for a period of 5 years

•Stamp duty exemption for applicable documents 

•Techno-initiative capital for new scientists up to TRY 100,000 (USD 62,200) 

•Deduction from the tax base of certain funds granted by public bodies and international organizations 
2015 Projection for the Innovative Pharmaceutical Industry in Turkey

In 2015, Turkey managed to become a country that not only consumes science but also generates science in the pharmaceutical industry. A long-term struggle lies beneath this success. The Government and the Industry succeeded in implementing the common vision they have developed by working in cooperation. There is a significant contribution made by universities into this development.

2015 data:


- The resource allocated for clinical trials rose to US$ 950 million on an annual basis, reaching 1.5% of the overall expenditures made in this field across the world. The support provided to clinical trials via TUBITAK (The Scientific and Technological Research Council of Turkey) play a role in this increase.


- While half of the resource allocated to clinical trials goes to researchers directly, due to the fact the remaining half was transferred to R&D again at universities, Turkey began to climb up in the added value chain within the last 7 years.


- Within this framework, major steps began to be taken in the development of molecules in Turkey. Two biotechnology companies located in the incubator center within Hacettepe University, achieved success in the project conducted jointly and a study initiated with a risk capital of US $50 million achieved in 2010 was consequently adopted by an AIFD member company, funded by an additional fund of US $200 million and the preclinical trials were finalized successfully. Phase I safety studies will begin next month. The foundations this innovative product which is expected to make a breakthrough in the treatment of stomach cancer  were laid with the transfer of the experience gained by a Turkish scientist in the US to his peers within 1 year he spent in the Pharmaceutical Sciences Center established in 2009.


- In addition to the resources allocated to clinical trials, the amount of foreign capital drawn into Turkey for the establishment of small R&D centers and biotechnology companies reached US $2 billion.


- The number of biotechnology companies in Turkey approaches 100. Most of them pursue their work with a few but competent experts, as in the rest of the world. Most of these are spin-off companies from universities. The number of patents of Turkish universities increases day by day. The incubator centers established provides this opportunity. For the first time, the number of R&D personnel of a biotechnology company will surpass 50 this year. 


- Turkish pharmaceutical market has become the 10th largest market in the world. Sixty percent of the products sold domestically is manufactured in Turkey. Finished product production facilities have reached a full capacity. The sector, which used to provide employment to 25,000 people in 2007, is now providing employment to 50,000 people in 2015. Among them, 1,500 work in the field of R&D.


- Thanks to the 2nd vaccine filling and packaging facilities to be established next year, a major portion of the vaccine need of the region will be procured from Turkey. Turkey’s overall pharmaceutical exports grew from US $350 million in 2007 to US $1.5 billion in 2015.


- Today, Turkey is regarded as an exemplary country with its implementations and development. It is estimated that the success reached by Ireland and Singapore at the beginning of 2000s, will also be achieved by Turkey. Due to its geographical location, Turkey is providing to the Middle East, the Caucasus and Central Asia the advantages offered by Ireland to Western Europe and by Singapore to the Far East. Turkey is a candidate to becoming the center of innovation in the region. Numerous international experts, particularly the scientists in the region chose Turkey to conduct their work. A significant increase may be observed in the last 3 years in the number of patents for drugs and biotechnology received by Turkish scientists. 

Turkey’s human infrastructure in sciences as well as its demographics is suitable for taking a higher share in clinical trials. On the other hand, Western Europe, where clinical trials are conducted at a high rate, has now reaching a certain level of saturation, its population is aging and the cost of clinical trials is rising. Therefore, the opportunities for Turkey within our continent are increasing. In case a 50% increase is achieved in clinical trials conducted in Turkey, with the right legislation and approach, a resource amounting to US $950 million per year may be transferred at the end of next 8 years. We believe that with the right arrangements and the support of the public, it wouldn’t be a dream to reach this figure, which can be achieved each year at an increasing rate. A clinical trial market of this size would also be compatible with the share of Turkey in the global pharmaceutical market. 
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� Source: Economic Intelligence Unit, Healthcare and Pharmaceuticals Report, March 16th 2009 


� Source: Business Monitor International, Turkey Pharmaceuticals & Healthcare Report Q3 2009
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� Source: Association of Research-Based Pharmaceutical Companies (AIFD), � HYPERLINK "http://www.aifd.org.tr" �www.aifd.org.tr�  
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