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Submission to the Advisory Council on the Implementation of National Pharmacare 

 

Much of the academic and “technical” discussion on national pharmacare has been about 

prescription drug prices and costs. This is a very important consideration, though the need for 

adequate universal coverage is equally compelling. A single payer model has dominated this 

discussion but is unlikely to quickly and significantly lower costs. It would be very disruptive and 

cumbersome to implement, which could quickly cool political and popular support. This is why we 

ought to carefully consider social insurance as a well-tested alternative to deliver national 

pharmacare.  

Canada is High Cost…and then there’s Quebec 

In 2016, Canada had the fourth highest per capita drug costs among OECD countries, 44% higher than 

the OECD average, although those costs include value-added tax in some countries.
1
 Our generic 

drug prices were seventh highest among OECD countries in 2016, 33% above the median price.2 For 

comparison, Canada ranked 14th in GDP per capita among OECD countries that year.3 

A single public payer drug plan under the Canada Health Act has been proposed to reduce prices and 

costs. Academic models suggest this will save billions in drug costs.
4
 The Parliamentary Budget 

Officer (PBO) used a single payer model to estimate national savings of $4.2 billion every year.5 

Relying on the PBO report, the House of Commons Standing Committee on Health’s (HESA) report 

advocated a single payer drug plan under the Canada Health Act.6 Unfortunately HESA did not 

address funding or implementation, and it dismissed a ‘fill-the-gap’ alternative in less than a page. 

Quebec uses a social insurance model to achieve universal drug insurance. The province struggled 

for years with per capita drug expenditures that were higher than all other provinces. This has 

recently improved; New Brunswick now has that unfortunate distinction.
7
 One study estimated a 
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Considering a National Prescription Drug Strategy 

A strategy should underpin the drug plan by identifying explicit goals aimed at health outcomes. It 

would include tactics such as monitoring and incenting appropriate prescribing, and establishing a 

national standard formulary and protection from catastrophic drug costs. A more modern and 

inclusive governance model should be created, similar to Germany’s Federal Joint Commission 

which includes 13 non-governmental members providing advice to the Minister of Health. Patient 

needs and preferences need to be explicitly recognized. Cancer drugs and drugs for rare disorders 

need to be included. Pharmacy fees and mark-ups should be carefully assessed, since they 

represent about 27% of prescription costs (PBO 2017: 42). The strategy will require new and 

sustained federal funding to garner provincial support. Ideally, a comprehensive strategy should 

consider access to prescription drugs in the context of the entire health system, and beyond to 

embrace the social determinants of health. 

single payer model could save Quebec $3.9 billion annually, 44% of 2017 spending.
8
 However, the 

authors did not consider savings possible from similar but better managed European models. 

With such high costs and such big savings available, the single payer solution seems obvious. But to 

paraphrase Emile Chartier, nothing is more dangerous than an idea when you only have one.  

There are two important questions: 

1. Is a single payer model for national pharmacare the best way to reduce drug prices and 

costs? 

2. Could a social insurance using mixed-funding achieve adequate and sustainable universal 

drug coverage? 

Single Payer Models and Cost Control 

Either model – single-payer or social insurance (SI) – could reduce costs over time,9 but each requires 

a well-planned and executed national prescription drug strategy to work effectively.  

Academic research has advocated for a single payer model based on economic models and 

assumptions that estimate dramatically lower costs. However, those assumptions create serious 

doubts as to whether savings are achievable in the real world. It’s also important to step back to 

examine the fit between the proposed solution and the problem of high drug prices and costs.  

Three recent research studies are commonly cited to justify using a single payer model to cut costs. 

One other report bears mention.  
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Consider: 

1. Gagnon and Hébert10 (2010) contended a universal single payer drug plan with first-dollar 

coverage would produce savings estimated at between 10.7% and 42.7% under four 

scenarios. These estimates suggest poor public governance if such savings can be realized 

but are being willfully ignored. If that’s true, Canadians may not trust governments with the 

stewardship of the entire drug budget. Beyond that, the report includes several factual 

errors, selectively uses outlier studies, makes unsubstantiated assumptions and ignores 

implementation. While the assumptions are clearly presented, the values shown cannot be 

validated because no formulas are provided. 

2. Morgan et al. (2015)11 published one of the most frequently cited estimates of savings from a 

single-payer drug plan. Buried in its appendices, it explains that in order to save $7.3 billion 

annually, Canadian brand and generic drug prices must immediately fall by 11% and changing 

existing patient prescriptions would cut another 16%. Even in the appendices, no formulas 

are provided so it is impossible to understand or replicate the estimates based on the 

research document.  

3. HESA required the PBO to use the Quebec drug formulary, the largest public formulary in 

Canada. This immediately “saved” $3.9 billion in current private drug spending even though 

demand for those delisted drugs will not disappear overnight. The PBO also assumed a 25% 

“universal” (p.3) price discount, which immediately cut $4.2 billion. If this was easy, the 

jurisdictions would already have achieved this through the pan-Canadian Pharmaceutical 

Alliance (pCPA). They have not – see below. 

In addition to assuming prices would drop immediately, these studies all ignore the immense real-

world disruption to prescriber decisions, patient preferences and drug tolerance, the drug supply 

chain (manufacturers, wholesalers and pharmacies), employer choices and of course directly to the 

business and employment impacts on insurers and pharmacy benefit managers. These are now 

extremely important considerations as we turn to implementation. 

Finally, one report stands out for its exceptional estimate of savings through a single payer model. 

Canadian Doctors for Medicare argued “more than $30 billion in public and private gross savings 

would be available (p.1)” by replacing the existing sources of funding with a universal single payer 

pharmacare plan.12 In 2016, Canada’s expenditures on prescription medicines totalled $32.15 billion. It 

is not possible that savings from a single payer pharmacare plan could equal or exceed Canada's 

expenditures on prescription drugs. 
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We should not assume a single payer model is the best or only solution to high prices and costs. 

Under our single payer model, Canada also has some of the highest salaries for physicians and 

nurses13 suggesting national wealth and a plethora of policy decisions might also matter.  

Fortunately, other institutions are more directly addressing drug price and cost challenges. After 

Health Canada approves a new drug, the Patented Medicine Prices Review Board determines ceiling 

prices for new patented drugs. The PMPRB has been considering important regulatory and guideline 

changes aimed at lowering new drug prices towards the OECD median. The Canadian Agency for 

Drugs and Technologies in Health is responsible for clinical and economic assessments of new drugs. 

Its recommendations equip the pCPA to negotiate lower patented drug prices for its public drug plan 

members. (The pCPA has also negotiated a framework with the generic drug industry to lower their 

prices.) These three bodies have far more important roles to play in managing prices and costs now 

and in the future than will be achieved by implementing a national pharmacare plan. In fact, on the 

assumption that national pharmacare will (and should) provide adequate coverage for Canadians 

presently without any or enough drug coverage, prescription drug costs will undoubtedly increase 

once a plan is introduced.14 

The pCPA and Bulk Buying – Successful but Limited 

As of March 31, 2017, the pCPA reported total annual savings of $1.28 billion to its members’ drug 

plans, an impressive sum, but equal only to about 4% of total prescription spending and 11% of 

provincial-territorial drug spending. No detail of these calculations is available, no independent 

validation has occurred and no updates have been provided. As of August 2018, 235 drug 

negotiations have closed, but that equals only about 3% of the 8,000 products on the Quebec 

formulary.
15

  

Proponents of a single payer model believe that a single buyer, or more correctly a single agency for 

price negotiation, is required to negotiate lower drug prices and costs.
16

 The pCPA has indeed 

achieved lower prices for its beneficiaries but these prices are not available to patients who pay out-

of-pocket or those who are privately insured. Indeed it is likely that patients paying privately 

subsidize the low prices paid by governments. The pCPA achievement does not explain why almost 

all countries have lower per capita drug costs than Canada and this fact does not appear to be 

associated with the model. For example, the Netherlands uses a social health insurance system to 
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achieve per capita drug costs that are half of Canada’s (US$406 PPP, vs. $833)
17

 despite having just 

half our population (17 million, vs. 36.7 million).  

I am not aware of literature that estimates a point of diminishing return for drug price negotiations 

based on volume. In other words, how big is big enough, and at what point will global 

pharmaceutical manufacturers refuse to negotiate further discounts with Canada? It is likely that 

‘bulk buying’ has inherent limitations. It is only one of several tactics within a national prescription 

drug strategy that allows other countries to outperform Canada. 

Simpler solutions are possible. Discounts could apply to the entire market by including private payers 

in the pCPA.18 An easier approach would be for pCPA in its current form to negotiate patented drug 

prices for the entire market. After all, its work on generic prices applies to all beneficiaries. It is not 

equitable that some Canadians pay less than others, particularly when that disadvantage is greatest 

for those with no insurance.  

In summary, assumptions about the model and the role of ‘bulk buying’ drive the headline claims of 

huge savings. Other tactics have already been successful, though they could be improved. A national 

strategy should be developed as an essential foundation. While academic models have helped start 

the pharmacare conversation, they have limited value in the real world. Other approaches should 

now be considered. 

A social insurance solution 

All European nations using SI have a broad drug formulary and all except Switzerland spend less per 

capita on drugs than Canada.19 SI countries cover more health services at the same or lower unit 

cost. Every country has adapted its model to suit its national goals, priorities, historical precedents 

and budget. This flexibility means we can learn from others and create a refreshingly coherent – and 

much less disruptive – pan-Canadian solution. 

Another significant advantage to SI models is more choice through a complementary private 

insurance market. Private drug insurance will reduce the cost to public treasuries, making a mixed 

model more feasible for governments and taxpayers.20 We do not know whether the general public 

would be willing to trade lower costs for greater choice and access to a private insurance ‘safety net’ 

allowing them access to drugs that budget-driven governments may refuse to list. As a next step, 

the Advisory Council could build discreet models with clear parameters, assumptions and trade-offs, 

and ask Canadians to rank these for overall desirability. 

SI legally mandates health insurance with a third-party payer and requires separate (dedicated) 

contributions or premiums unrelated to risk. SI legislates or regulates insurers to operate in the 
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public interest and typically establishes a minimum drug formulary. Subsidies exist for low-income 

patients and out-of-pocket expenses are uniformly capped. While our competitive insurance market 

increases choice and promotes technological innovation,21 these features likely increase costs over a 

single public funder. These are all features of Quebec’s plan. 

What happened in Quebec? 

Critiques of Quebec’s high costs tend to comingle its social insurance model with provincial policy 

and administrative decisions.
22

 Once separated, the model is sound but two key policies bear 

attention. 

Beginning in 1994, the “BAP15” rule required brand drug companies to offer Quebec the best 

available prices in Canada in exchange for exclusive market access for 15 years. That rule effectively 

extended patent protection in Quebec, adding an estimated $364 million (5.5%) in extra costs every 

year.23 It was finally rescinded in 2013.  

Second, Quebec does not encourage pharmacists to fill 90- or 100-day supplies of well-tolerated 

chronic use medications. As a result, the average quantity supplied per prescription is just 54% of the 

level in the other nine provinces. Quebec with 23% of the national population accounts for 43% of all 

prescriptions.
24

 A US study found the average monthly cost for a three month prescription was 18% 

lower than for a one month supply of the same drug and dosage.25 Practices in other provinces 

suggest they’re unaware or unconvinced of any material benefit from perpetual 30-day supplies, but 

this practice does cost more. 

The social insurance model does not mandate BAP15 or 30-day refills. These were simply Quebec’s 

policy decisions, and should have been abandoned long ago. Since 2013, generic fill rates and per 

capita costs have improved relative to provincial peers. 

Quebec’s Advantages 

Quebec residents eligible for public coverage pay premiums into a dedicated Drug Insurance Fund 

which makes drug costs more transparent. Subsidies and exemptions are an important policy, as in 

other provinces. The Fund provided drugs to 918,000 Quebecers – 26% of provincial beneficiaries – 

without any out-of-pocket cost, and about 500,000 low income recipients paid no premium.
26

 The 
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rate of cost-related non-adherence remains the lowest in Canada.27 Social insurance is designed to 

improve equity for low-income beneficiaries and Quebec’s model meets that test. 

Another major advantage learned in Quebec is that social insurance can focus on the minority of 

Canadians without any or enough drug coverage. It can therefore cause far less disruption to 

patients and the market. Consequently, SI would not require a massive shift of $18 billion28 in private 

drug spending to the government and commensurately higher taxes. Strong regulation would mean 

no one is excluded from coverage based on age or health status and competitive private insurers can 

encourage more innovation and patient-centred technology.  

Conclusion 

National pharmacare is crucially important but may not be the right solution to directly, quickly and 

effectively control drug prices and costs. Other federal and pan-Canadian agencies are already 

addressing those important objectives, although their work could be more effectively coordinated to 

reduce duplication and time-to-market for innovative drugs.  

National pharmacare should instead focus on providing adequate universal drug insurance, using 

new national standards for formulary, plan design and out-of-pocket costs.  

Since no health system is perfect we need more than one idea in our quest for universal drug 

insurance. Single payer could certainly work, but history indicates it’s been too big and too complex 

to implement. A social insurance, mixed funding model is a more focused solution. It is financially 

and politically more feasible, and could therefore more quickly help all Canadians without any or 

enough drug insurance.  
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