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tries in its curious exclusion of prescription drug

coverage from its universal health insurance
program, as well as its comparatively high per cap-
ita costs for prescription medications. It is time to
address this notable coverage gap in our health care
system, both in order to improve access to health care
within our population and to stem the rapidly rising
costs of prescription medications.

Canada is unique among highly developed coun-

Rising costs, shrinking resources,
“patchwork” coverage
The omission of prescription medications from the defi-
nition of medically necessary services (which are largely
defined in provincial and federal health insurance pro-
grams as those carried out by a physician or within a
hospital) is likely a reflection of their marginal role in
health care and health care delivery at the time of the
Canada Health Act’s enactment.!? Before the 1980s, pre-
scription medication costs made up a relatively small
proportion of health care spending. The 1980s marked
a period of rapid growth for the pharmaceutical sector,
owing to multiple factors such as scientific and tech-
nological advances in pharmacology; changes in pop-
ulation size, demographic characteristics, and health
status; and shifts in patent laws and innovations in the
marketing of pharmaceutical products. This has led to a
surge of newer and more expensive medications on the
market, in tandem with a greater prominence and influ-
ence of the pharmaceutical industry within the realm of
health care.>*

As a result, prescription and retail drugs have become
1 of the top 3 largest contributors to health expenditure in
Canada, alongside hospital and physician services.” Total
spending on prescription drugs has nearly quadrupled
since the 1990s, of which 42% is financed by the public
sector and 23% is paid out of pocket by patients. The per
capita cost of prescription medications has undergone a
more than 5-fold increase since 1984.71°

In order to address the drug coverage gap, Canada’s
provinces and territories began, one by one, to organize
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and establish public drug benefit programs, mainly tar-
geted at elderly and low-income populations.'"'2 The
federal government itself oversees a number of drug
insurance programs for certain subsets of the popu-
lation. In total, Canada’s health care system consists
of 19 publicly funded drug plans: 10 provincial, 3 ter-
ritorial, and 6 federal. In addition, there are numerous
private drug insurance programs offered by employ-
ers, unions, and professional associations across the
country, creating a veritable patchwork of drug cover-
age for beneficiaries.*!>!* Each of these programs varies
in its coverage, eligibility, and benefit-payment scheme.
Given most drug insurance programs’ requirement for
some degree of cost sharing on the part of the benefi-
ciary, coupled with the varying coverage and payment
schemes between provinces, beneficiaries can expect to
pay more or less—and have varying access to essential
medicines—depending on where they live.!s

Both the health care and the economic effects of this
lack of equitable access to drugs have been explored in
several studies, which have shown that higher copay-
ments are associated with lower rates of medication
compliance.'®!” Further, while higher cost sharing might
be associated with lower medication use—which would
lead to cost savings for the drug plan—it is also asso-
ciated with higher rates of physician and emergency
department visits, hospitalizations, and adverse health
events, which have been shown to result in greater
costs than those saved by the drug plan.!¢!® Another fis-
cally pragmatic objection to the current Canadian model
is the added marketing and underwriting costs present
in a private program, as well as the extra costs borne
by the organizational and administrative redundancy
inherent in a multipayer system.! Further, given that a
private drug insurance plan can pass on any increases
in expenditures to the beneficiaries in the form of higher
premiums, there is little incentive to attempt to stem
the growing costs within the program itself. In essence,
private sector health insurance increases overall costs
without improving the quality of health care delivery,
given that the overarching goal of the private sector is
not cost containment or improved health outcomes, but
rather the maximization of profit.!*2

Working toward sustainable pharmacare

Calls for a national pharmacare program have been
motivated by both matters of equity and the right to
universal health care (values that are foundational to
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Canada’s health care system), as well as more pragmatic
matters of potential cost savings inherent in a single-
tier, single-payer, publicly administered system. Recent
economic analyses placed the administrative costs of
the public plans at a fraction of those in the private sec-
tor.2-2> Multiple other reports and cross-national com-
parisons have highlighted the cost savings—estimated
at several billion dollars—of a national universal drug
insurance plan brought about by the increased efficiency
of a publicly administered system and reduced spend-
ing on drugs through the use of a common drug formu-
lary, generic medications, and more aggressive price
negotiation and regulation of pharmaceutical prod-
ucts.*24-26 These potential cost-containment strategies
have been largely untapped in the past, in large part
owing to the lack of coordination between provincial
drug plans. Currently, the provincial programs collec-
tively finance well over a third of the national prescrip-
tion drug expenditures.” Were they to act collectively,
this would give Canada’s public sector a considerable
degree of bargaining power in negotiating drug prices
with the pharmaceutical industry. One strategy adopted
by provincial programs that showcases the potential cost
savings in collective negotiation is the creation of the
pan-Canadian Pharmaceutical Alliance. Established in
2010, the pan-Canadian Pharmaceutical Alliance lever-
ages the joint purchasing power of all 13 provincial drug
programs (and, as of February 2016, the federal pro-
grams) through joint provincial-territorial negotiations
with pharmaceutical companies for a limited number of
medications purchased by the drug plans.

Another missed opportunity lies within the area of
price monitoring and regulation of medications. The
Patented Medicine Prices and Review Board is an inde-
pendent quasi-judicial federal body that monitors the
prices of patented medications to ensure that they are
not excessive. The limit on the allowable price for a par-
ticular drug is set at the median price charged for that
drug in 7 competitor countries.?! However, given that
drug prices in these countries are among the highest in
the world, this policy has few favourable effects on drug
pricing in Canada.

The issue of spotty and inadequate drug insur-
ance has been a constant presence in Canada'’s health
care system over the past several decades.? Calls for
a national pharmacare plan—and a resultant federal,
provincial, and interprovincial collaboration—date back

*A common drug review, national formulary, and treatment
guidelines will also improve prescribing practices by limiting
the use of newer, costlier medications with little or no ther-
apeutic benefits over older, less expensive drugs. Models
for this type of policy include the BC PharmaCare program
and its partnership with University of British Columbia’s
Therapeutics Initiative, and the UK National Institute for
Health and Care Excellence.

to the 1960s with the Royal Commission on Health
Services recommendation for universal drug coverage,
and most recently within the Romanow report and the
National Pharmaceuticals Strategy launched in 2002 as
a result of its recommendations.?22’

Unfortunately, despite the initial public enthusiasm
and political momentum around national pharmacare,
the National Pharmaceutical Strategy’s attempts became
mired in budgetary constraints, jurisdictional battles,
and shifting political and public interests.?®?® The fail-
ure of a national drug formulary, as well as that of a
common pricing and purchasing strategy, likely arose
from the already entrenched provincial drug review
processes, formularies, and existing negotiating rela-
tionships with private pharmaceutical companies.?!?
The political momentum all but disappeared when the
Conservative Party was voted into a minority govern-
ment in 2006 and into a majority government in 2011.

National pharmacare: moving forward

This past October the Liberal Party swept into govern-
ment on a wave of optimism, hopefulness, and a prom-
ise of “real change.” The Liberals have already made
inroads in reversing the previous government's lack of
engagement with the provinces in issues of health and
social welfare. The party’s stated commitment to invest-
ing in expanding home care and long-term care, and
a promise to engage with the provinces in improving
access to prescription medications, increasing com-
mon purchasing strategies, and developing strategies to
ensure safe and effective prescribing, raises hopes that a
national pharmacare plan might now have a chance at
becoming a reality. As well, public opinion polls indicate
that by far most Canadians are in favour of a national
pharmacare plan.* The creation of a federal-provincial
working group on pharmaceutical strategy during the
most recent provincial, territorial, and federal health
ministers’ meeting is an important first step. What is
now needed is strong leadership at the federal level
and a strong shared vision among the provinces, start-
ing with an explicit commitment to developing universal
pharmacare, followed by a timeline and specific goals
and objectives, in order to capitalize on the current
momentum and to ensure equal access to comprehen-
sive, high-quality health care free of financial barriers for
all Canadians.
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