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DO WE NEED A PUBLIC DRUG
INSURANCE MONOPOLY IN CANADA?

By Yanick Labrie

Over the past few months, the issue of prescription

drug insurance has returned to the forefront of public

debate in Canada. In June, eight provincial health
ministers took part in a roundtable discussion with
health professionals and experts in the field in order
to discuss the relevance of reforming the current sys-
tem, which leaves some Canadians with incomplete
insurance coverage.' Their voices join those of activ-
ists who have for several years now been proposing
the adoption of a fully public national prescription
drug insurance plan, to replace Canada’s current
mixed public-private system administered by the
provinces.?

Would the adoption of a single-payer drug insurance
plan be of benefit to Canadians? Is the universal plan
put in place in Quebec, which relies on a range of
insurers, a better model for the other provinces to
emulate? This Economic Note looks into these
important questions.

INCOMPLETE INSURANCE COVERAGE

Currently, 42% of prescription drug spending in the
country is paid for by public insurance plans. The
remaining expenditures are funded privately, either dir-
ectly by patients themselves (22.2%), or through their
private insurance plans (35.8%).3

The provinces all offer public drug insurance coverage
for various groups within their populations. Low-income
seniors and children, as well as welfare recipients and
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people suffering from certain serious illnesses, enjoy
complete or nearly complete coverage in each prov-
ince.* In all, some 98% of the Canadian population has
drug insurance coverage, either private or public,
according to the most reliable estimates from the
mid-2000s.°

Thus, even though each province currently has pro-
grams in place designed to protect certain vulnerable
groups, it is true that a small fraction of the population
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has no insurance and may therefore find themselves
in difficulty facing high prescription drug
expenditures.

Researchers recently carried out an in-depth study
of the financial burden that different categories of
households have to take on. The results of their
research demonstrate that only a very small minor-
ity of Canadian households have to deal with catas-
trophic expenditures for medicines over the course
of a given year. Statistics Canada data show that on
average, 1.1% of households have to devote more
than 9% of their budgets (excluding durable goods)
to the purchase of prescription drugs. The percent-
age ranges from 0.2% in Quebec to 2.2% in
Newfoundland and Labrador.®

It is important, however, to put these data into per-
spective because the situation is not very different
in other industrialized countries. According to a
recent Commonwealth Fund report, Canada is even
better than most of the 11 countries evaluated
when it comes to prescription drug access for the
less fortunate. In 2013, only 8% of Canadians with
below-average incomes said they had not taken a
drug because of cost. In comparison, this percent-
age was 11% in France, 14% in Australia, and 18%
in New Zealand.”

In all, some 98% of the Canadian
population has drug insurance

coverage, either private or public.

What must be understood is that the public insur-
ance plans in place in other OECD countries, even
those that are universal, do not cover pharmaceut-
ical expenses in their entirety. A non-negligible por-
tion of costs must be paid by the insured, and this
generally accounts for a larger share of total pre-
scription drug spending in those countries than it
does in Canada. For purposes of comparison, out-
of-pocket expenses represent over 40% of total
spending in Australia, Norway, Finland, and Sweden,
all countries with public drug insurance plans cover-
ing their entire populations (see Figure 1).

THE HIDDEN COSTS OF A PUBLIC MONOPOLY
Some analysts maintain that the adoption of a mon-
opolistic insurance plan in Canada would be better
able to contain prescription drug costs than a mixed
public-private system administered by the prov-
inces like the one currently in place in this country.
Such a plan would provide the public insurer with
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Figure 1

Out-of-pocket expenses on medicines as a

percentage of total pharmaceutical spending
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Source: Organisation for Economic Co-operation and Development, Health at a Glance 2011:
OECD Indicators, November 2011, p. 155.

greater negotiating power in dealing with pharmaceutical
companies, which would allow it to obtain significant con-
cessions in terms of drug prices.® What they fail to men-
tion, however, is that savings would come from increased
rationing rather than from greater efficiency.

Not only would putting in place a pan-Canadian public
insurance scheme entail additional costs for taxpayers, but
it would in no way alter governments’ current propensity to
restrict access to new drugs. Foreign experience has much
to teach us about the dangers of adopting a monopolistic
drug insurance system here in Canada.

The United Kingdom is one of the countries that have
pushed this logic the furthest.” Since the 1990s, there has
been one policy after another aimed at controlling spend-
ing, and patients continue to suffer the consequences. For
example, English patients for a number of years had to do
without approved drugs that were available all across
Europe. This remains the case for numerous cancer drugs
that have proven their effectiveness.’®

These restrictions probably have a role to play in the lower
survival rates for various cancers in the United Kingdom
compared to most industrialized countries.! According to
a report that appeared in the medical journal The Lancet in
March, the United Kingdom has among the worst results of
all industrialized countries when it comes to survival rates
for the ten types of cancer examined. For liver and lung
cancers, the five-year survival rates are 50% lower than
those observed in Canada.’? These mediocre results are



obtained despite the fact that the screening rates
for many types of cancers in the United Kingdom
are among the highest in the world."

In New Zealand, another country frequently ele-
vated to the status of a model to be emulated,
patients’ access to innovative drugs is just as
restricted as it is in the United Kingdom, if not more
so." Countless reports have provided accounts of
the negative health outcomes entailed by the
spending cap policies adopted in this country over
the past two decades.™

For instance, of all the drugs approved in the coun-
try from January 2009 to December 2014, barely
13% were added to the formulary of products reim-
bursable by the public insurance plan, the worst
result among the 20 countries that were evalu-
ated.’® According to a recent study, 75% of general
practitioners reported that they had wanted to pre-
scribe a drug in the previous six months that was
not reimbursed in New Zealand."’

The restrictive policies of the public PHARMAC
agency greatly limit the ability of doctors to pre-
scribe what they think are the most effective drugs
for meeting the needs of their patients. Because
insufficient attention is paid to the fact that patients
do not all react the same way when they take medi-
cations,'® some of them are unnecessarily exposed
to risks of aggravating their health conditions.

QUEBEC'S MIXED UNIVERSAL PLAN

In 1997, Quebec implemented a reform to make
drug insurance coverage in the province universal.
A person whose employer provides a private insur-
ance plan must subscribe to it, as must his or her
spouse and dependent children. As for others, they
are covered by the Public Prescription Drug
Insurance Plan. In 2012, 3.5 million Quebecers, or a
little over 40% of the population, were covered by
this plan. Around half of these enjoy complete
coverage with no copayments or deductibles.?

While it is true that the costs of the system have
risen since its implementation, this is in large part

The public insurance plans in place
in other OECD countries, even those

that are universal, do not cover
pharmaceutical expenses in their
entirety.
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Figure 2

Percentage of the population saying they had to

forgo requesting a prescription or skip a dose for

reasons of cost
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Sources: Commonwealth Fund International Health Policy Survey, 2007, quoted in Jae Kennedy
and Steve Morgan, “Cost-Related Prescription Nonadherence in the United States and Canada:
A System-Level Comparison Using the 2007 International Health Policy Survey in Seven
Countries,” Clinical Therapeutics, Vol. 31, No. 1, 2009, pp. 216-217, and in Steve Morgan and
Jae Kennedy, "Prescription Drug Accessibility and Affordability in the United States and
Abroad,” Issues in International Health Policy, Vol. 89, The Commonwealth Fund, June 2010.

because Quebec has resisted, more than the other prov-
inces have, the temptation to ration access to innovative
drugs. Indeed, when comparing provincial public drug
insurance plans in place today, Quebec provides the most
generous coverage by far. Whereas on average 23% of all
drugs approved by Health Canada between 2004 and
2012 were found on the formularies of reimbursable prod-
ucts of Canada’s provincial public plans in December 2013,
in Quebec the proportion was 38%.%°

The Quebec population spends more on medicines than
those of the other provinces, but this is essentially due to a
larger volume of prescriptions (80% of the difference) and
not to higher prices for drugs.?' It is also important to note
that this greater spending on drugs coincides with lower
spending in the public health care system than elsewhere
in the country. As the hospitalization rate has been trend-
ing downward since the start of the 2000s, we can deduce
that more accessible pharmaceutical therapies in Quebec
have likely replaced other kinds of more expensive medical
care, like surgeries in a hospital setting.??

Does this mean that the health of Quebecers is suffering?
On the contrary, health results are even better than those
observed in most other provinces. Of all provinces, Quebec
has the highest rates of prescriptions for and spending on
drugs to treat cardiovascular disease.?® At the same time, it
has the best results in Canada in terms of premature mor-
tality and mortality related to cardiovascular disease.?*
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The Quebec system is obviously not perfect. Public
coverage is not as generous as that of private plans,?
and in all likelihood, policies designed to control
spending have repercussions on those insured by pri-
vate plans who must in turn pay more for their prescrip-
tion drugs.

Nonetheless, the mixed universal Quebec plan man-
ages to provide insurance coverage to all residents.
Thus, Quebecers are less likely (4.4%) to say they had
to forgo taking their medicines or skip a dose for finan-
cial reasons than the residents of all other Canadian
provinces, and of a good number of countries including
Australia (13.4%), New Zealand (10%), and the United
Kingdom (5.4%) (see Figure 2).

Foreign experience has much to teach us
about the dangers of adopting a

monopolistic drug insurance system here
in Canada.

CONCLUSION

Canadians should be wary of the idea of replacing our
mixed system with what exists in the United Kingdom
or in New Zealand. Socializing a larger portion of pre-
scription drug spending through a monopolistic insur-
ance scheme would end up giving more power to
governments and bureaucrats to make decisions and
trade-offs on behalf of the insured. Policies that restrict
access to new drugs would be applied across the board
and would penalize all Canadians in the same way.

Most Canadians already understand this dynamic.
Indeed, according to a poll published last month, only
31% of respondents said they favoured replacing our
current mixed public-private plans administered by the
provinces with a national drug insurance monopoly.?
While Canadians realize that wanting to improve access
to drugs for all is a worthwhile goal, they are not ready
to settle for lower-quality drug insurance coverage than
what they currently enjoy.
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