
OPINION:  PHARMACARE

OTTAWA—Imagine a plan 
to provide all Canadians 

with prescription drug coverage. 
Imagine such a plan would cost 
Canadians billions less than we 
are currently spending on pre-
scription drugs. Finally, imagine 
a federal government that actu-
ally believed in medicare and in 
expanding it to include prescrip-
tion drugs. Well, two out of three 
is a good start.

Last week the Canadian 
Centre for Policy Alterna-
tives and l’Institut de recher-
che et d’informations socio-
économiques released a ground-
breaking study showing that a 
national drug insurance plan 
could save Canadians up to 
$10.7-billion a year. 

Prof. Marc-André Gagnon’s 
study, The Economic Case for 
Universal Pharmacare, finds 
Canadians could save between 
10 per cent and 42 per cent—up 
to $10.7-billion—of total drug 
expenditures. And it shows cur-
rent federal pharmaceutical 
policies are a total failure: many 
Canadians do not have equitable 
access to medicines; Canada is 

the world’s third most expensive 
country for brand-name drugs; 
the cost of artificially high prices 
for new brand-name drugs far 
exceeds any benefits; and the 
whole system is unsustainable 
because we currently cannot con-
trol the growth of drug costs.

Current federal policies 
deliberately inflate drug prices 
in order to attract jobs in the  
pharmaceutical industry and 
R&D spending. The study shows 
that the cost of these policies far 
exceeds the benefits to Cana-
dians from having a domestic 
pharmaceutical industry. After 
he left office, Brian Mulroney 
was awarded a gold medal by 
the brand-name drug industry in 
recognition of this multi-billion-
dollar benefit to them.

The so-called “innovative” 
pharmaceutical industry in Can-
ada claims that its investment 
in research and development 
justifies high drug prices for new 
drugs. But the fact is, a whopping 
59 per cent of the gross expendi-
tures of patented drug companies 
on pharmaceutical R&D in Can-
ada are tax subsidies and come 
indirectly from the public purse. 
The brand-name drug industry in 
Canada spends three times more 

money on marketing and pro-
motion than it does on R&D.  In 
Canada, the R&D-to-sales ratio is 
a pathetic 7.5 per cent. France’s 
R&D-to-sales ratio is twice that 
of Canada and their prices are at 
least 10 per cent lower.

As the Gagnon Report says, 
Canada’s health research and 
innovation strategy is irratio-
nal: it is organized around large 
public subsidies for private sec-
tor R&D, but net company R&D 
funding is marginal.

In light of these important 
findings, it is time to change our 
failed industrial polices.  It is not 
credible for the Harper govern-
ment to claim that prescription 
drugs are a provincial respon-
sibility. The federal government 
has extensive and exclusive 
responsibilities for pharmaceuti-
cals including: drug safety, drug 
approvals, drug advertising, drug 
pricing, and drug patents. Further, 
it administers six drug insurance 
plans (First Nations and Inuit, 
RCMP, military, veterans, prisons, 
and public servants). 

The federal government’s 
industrial policy results in: (a) artifi-
cially inflated prices for new drugs 
through the Patented Medicines 
Prices Review Board; (b)  regula-

tions that further delay access to 
cheaper generic drugs; (c) nego-
tiations with the European Union 
for a further extension of patent 
monopolies for brand-name drugs; 
(d) systematic violations of the 
prohibitions on direct-to-consumer 
advertising of prescription drugs, 
resulting in false advertising and 
higher sales of higher-priced ver-
sions of existing medicines. Finally, 
if all this isn’t bad enough, Ottawa 
then offloads about 96 per cent of 
the resulting excessively high drug 
bills onto provinces, territories, 
employers and the sick.

The Gagnon Report puts a 
price tag on how much waste, 
public subsidies, and profiteering 
in the pharmaceutical industry is 
costing Canadian taxpayers and 
consumers. The report documents 
the failed federal industrial 
policies as well as the disastrous 
health policy consequences. At 
least eight million Canadians are 
suffering as a result of federal 
pharmaceutical policy because 

they are denied access to afford-
able prescription drugs. 

The report’s conclusion is that 
Canadians cannot afford not to have 
universal pharmacare because it 
will save money and cover everyone 
in the country, regardless of where 
they live or work.

You can’t claim, as the Fraser 
Institute does, to be concerned 
about rising healthcare expendi-
tures and then let the 800-pound 
gorilla in the healthcare system 
(the pharmaceutical industry) do 
whatever it wants.

It’s time for the federal gov-
ernment to change an industrial 
policy that is an economic failure, 
and that causes so much pain 
and suffering. 

Read the study, The Economic 
case for Pharmacare, at www.Phar-
macareNow.ca. It is a game changer.

Michael McBane is the nation-
al coordinator of the Canadian 
Health Coalition in Ottawa.
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VANCOUVER, B.C.—The 
Canadian Centre for Policy 

Alternatives (CCPA) recently 
published a report advocating 
for a national universal publicly-
funded pharmacare program. The 
CCPA suggests that a universal 
government-run drug program 
would benefit patients while 
saving billions for taxpayers. 
However, another government-
run insurance program is not the 
answer for covering Canadians 
who lack employment-based 
drug benefits or who are not 
eligible for current public drug 
programs.

Canadian experience has 
shown that existing federal 
and provincial drug programs 
increasingly refuse to cover 
most new drugs due to cost-
containment concerns. A new 
national drug program will bring 
additional costs to taxpayers, and 
therefore does nothing to change 
the incentives which encourage 
governments to restrict access to 
the most expensive new drugs in 
the first place.

Instead, governments should 
end existing public programs 
and enact policies that would 
encourage the emergence of a 
competitive private-sector insur-
ance market in which universal 
access to catastrophic drug insur-
ance could be facilitated through 
means-tested subsidies.

The problems with existing 
government drug insurance plans 
are well-documented by an annu-
al Fraser Institute study, Access 
Delayed, Access Denied: Waiting 
for New Medicines in Canada. 
The most recent data show that 
after a new drug has been 
approved by Health Canada, a 
process which takes about one 
year on average, the provinces 
take up to an additional year on 
average to decide whether or 
not to approve a new drug for 
public reimbursement under 
provincial insurance programs. 
On top of this delay, provincial 
governments ultimately choose 
not to cover most drugs under 
their public programs. Of the 
new drugs approved by Health 
Canada in 2004, the average rate 
of coverage was only 23 per cent 
across all provincial drug pro-
grams, as of Dec. 31, 2009.

 Private drug insurers in Can-
ada tend to cover far more new 
drugs and also approve those 
drugs for coverage much sooner 
than public drug programs. 
Looking specifically at biotech 
treatments, as of Dec. 31, 2009, 
only 33 per cent of the new bio-
logic drugs that were approved 
by Health Canada in 2004 were 
covered by at least one public 
drug program, compared to 92 
per cent that were covered by at 
least one private insurer.

 If the data show that private 
sector insurance provides better 
benefits for patients than public 
insurance, then it only makes 
sense to facilitate greater access 
to private insurance—not intro-
duce an additional government-
run program for catastrophic 
drug coverage.

Governments should entirely 
replace existing federal and pro-
vincial public drug programs with 
a competitive private-sector insur-
ance market in which universal 
access to catastrophic drug insur-
ance could be facilitated through 
means-tested subsidies. High-risk 
patients could be centrally pooled 
by the industry and partially 
cross-subsidized by the premiums 

of everyone else. This is similar in 
principle to the Dutch and Swiss 
health insurance systems.

 Using targeted subsidies to 
help the relatively small percent-
age of the population who genu-
inely cannot afford to purchase 
private sector insurance could 
also achieve universal coverage 
at a much lower cost to taxpay-
ers. Most public drug plans cur-
rently base eligibility for benefits 
on factors other than genuine 
need alone, including all seniors, 
for instance, on the basis of 
age. But Statistics Canada data 
show that most people, includ-
ing seniors, do not need a public 
subsidy in order to afford drug 
insurance.

 Between 1997 and 2002, 
only three per cent of Canadian 
households spent more than five 
per cent of their annual income 
on prescription drugs. Looking 
specifically at seniors, an analy-
sis of the province of Saskatch-
ewan shows that, in 2006, elderly 
families (65 years of age or older) 
only spent 1.4 per cent of their 
median after-tax income on pre-
scription drugs.

 If public subsidies were tar-
geted on the basis of genuine 

need only and restricted exclu-
sively to the purchase of cata-
strophic insurance coverage, the 
savings to taxpayers compared 
to existing program expenditures 
could be significant. Meanwhile, 
the evidence confirms that a 
competitive insurance market 
would also provide more gener-
ous coverage of new drugs for 
patients.

Experience suggests that a 
national government-run drug 
insurance program will be expen-
sive and provide poor value for 
money, relative to the private 
sector. The federal and provincial 
governments should get out of 
the insurance business and fully 
privatize drug coverage in Cana-
da. Doing so would be a win for 
patients and for taxpayers.

Dr. Brett J. Skinner is presi-
dent and director of Health Poli-
cy Research for the Fraser Insti-
tute. He is the author of the book 
Canadian Health Policy Failures: 
What’s Wrong? Who Gets Hurt? 
Why Nothing Changes. Mark 
Rovere is Associate Director of 
Health Policy Research for the 
Fraser Institute.
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A universal pharmacare 
plan that saves billions

Government-run pharmacare won’t help

Imagine a plan to provide all Canadians with prescription drug coverage.  

A new national drug program will bring additional costs to taxpayers, and therefore does nothing to change the 
incentives which encourage governments to restrict access to the most expensive new drugs in the first place.
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Conservative MP Royal Galipeau on Parliament Hill.

Photograph by Jake Wright, The Hill Times


