
ECONOMIC 
NOTES

The issue of drug insurance, or pharmacare, 
resurfaces regularly in political debates. In 
June 2023, the New Democratic Party (NDP) 
tabled Bill C-340, the Canada Pharmacare 
Act,1 aiming to standardize the criteria that 
provincial drug insurance programs will 
have to meet in order to receive federal 
funds. Following the initial failure of this 
initiative, the NDP and the Liberal Party 
agreed that the government would table a 
new bill by March 1st, 2024.2 However, it is 
not known what precise form this insurance 
program will take, or what the extent of its 
coverage will be.

The arguments generally put forward in 
favour of adopting a pan-Canadian drug 
insurance program are many, but the one 
that is at the centre of the debate concerns 
the non-negligible number of Canadians who 
do not have coverage. It is also argued that 
having a single payer would provide greater 
negotiating power, which would help reduce 
the prices of medication across Canada.

This study examines the public costs of imple-
menting this kind of program, as well as the 
adverse effects of such a centralized approach.

REDUCING COVERAGE AND CHOICES 
FOR CANADIANS
As health care is a provincial jurisdiction, drug 
coverage varies widely from coast to coast. 
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Each province nonetheless offers at least one 
form or another of drug insurance. Certain 
programs aim to cover the general popula-
tion, while others are more targeted.3

Moreover, several provinces provide what is 
known as a “catastrophic” drug insurance 
plan, which covers only drugs considered 
expensive, in order to help citizens cover 
the costs of certain medication when these 
exceed a given percentage of their income.4 
While this coverage is minimal, it nonethe-
less acts as a safety net for Canadians nor-
mally ineligible for regular forms of 
insurance, even if this safety net is not used 
in the end because they were in good 
health.
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Changing the list of insured medications fol-
lowing the adoption of a pan-Canadian drug 
insurance program would certainly have an 
immediate impact on Canadian patients, 
especially those currently covered by private 
insurance.

Overall, private insurance covers more drugs 
than the public insurance plans of provincial 
governments (see Table 1). Between 2018 and 
2021, private plans on average reimbursed 51% 
more unique medications5 than the public 
plans.6

For example, in Quebec, the province with 
the longest list of drugs covered by a public 
insurance plan, the difference was 59.6%, pri-
vate insurers in Quebec also being among 
the most generous in Canada.

Even if the list adopted under the new fed-
eral pharmacare act were identical to that of 

the Régie de l’assurance maladie du Québec 
(RAMQ), it would reduce the number of 
insured drugs for a large number of Canadians. 
The four most populous provinces in the 
country (Ontario, Quebec, British Columbia, 
and Alberta) have private coverage that is 
more extensive than that of the RAMQ. In 
2020, 24.6 million Canadians had private drug 
insurance, representing 64.9% of the Canadian 
population.7 Of this number, 21.5 million were 
living in these four provinces. This means that 
up to 21.5 million Canadians would experience 
a reduction in the quality of their drug cover-
age with the adoption of pharmacare.8

According to the criteria put forward by the 
NDP, the new law would probably prohibit 
purchasing complementary insurance that 
provides additional coverage for drugs that 
are not covered, or only partially so. Patients 
would then have two choices: pay out-of-
pocket for their usual drugs, or go without.

However, as some pharmacists are already 
pointing out, if certain drugs are no longer 
covered by an insurance plan, it is very likely 
that pharmaceutical companies will stop dis-
tributing them in Canada. The variety of 
medications in circulation in this country is 
therefore at risk of shrinking, preventing pre-
viously covered patients from having access 

21.5 million Canadians would 
experience a reduction in the 
quality of their drug coverage 
with the adoption of pharmacare. 

Table 1

 
* The data for Prince Edward Island are incomplete. ** The figures are rounded. 
Source: The Conference Board of Canada, “Understanding the Gap 2.0: A Pan-Canadian Analysis of Prescription Drug Insurance Coverage,” July 13, 2022, Appendix F. 

Number of unique drugs covered by public and private plans from 2018 to 2021

Province* Drugs covered 
by public plans

Drugs covered 
by private plans

Number of people with 
a private plan (2020)**

Newfoundland and Labrador 5,101 7,384 342,000

Nova Scotia 6,525 7,777 676,700

New Brunswick 5,850 8,039 499,400

Quebec 8,333 13,303 5,991,100

Ontario 6,748 13,220 9,448,400

Manitoba 6,534 7,864 768,900

Saskatchewan 4,833 7,146 715,900

Alberta 4,465 8,994 2,767,900

British Columbia 6,565 8,802 3,258,600

Canada 24,592,800
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to these drugs, even if they were disposed to 
pay for them out of their own pocket.9

It must be noted that at root, medicine has 
to take into account the distinctive features 
of individuals, as the effectiveness of a given 
treatment varies greatly from one patient to 
another. Preserving access to a wide variety 
of treatments is therefore crucial, yet a new 
pharmacare program may well pose a threat 
to such access.

To this is added the risk—should this pro-
gram succeed in lowering drug prices sub-
stantially—of undermining pharmaceutical 
innovation and Canadians’ future access to 
those innovations.

The process that allows a drug to be offered 
to Canadians in a health facility is very com-
plex and takes several years.10 A drug must 
first be approved by Health Canada, follow-
ing a rigorous battery of tests.11 The Patented 
Medicine Prices Review Board (PMPRB) then 
determines its maximum price, after which 
the price is negotiated through the pan-
Canadian Pharmaceutical Alliance. It must 
then be approved by the provincial health 
authorities to be added to the list of drugs 
covered by a province’s public plan.12

If pharmaceutical companies find them-
selves in a power struggle that drags prices 
down considerably, they will prefer to launch 
and supply their new drugs in markets 
where they will be able to earn a return on 
their research investments. Canadians will 
thus have to wait longer before a new drug is 
submitted by a pharmaceutical company 
and approved by Health Canada, and even 
longer before it is covered by the new univer-
sal pan-Canadian insurance plan.

Furthermore, the pharmaceutical sector is 
not immune to the slowness of the govern-
mental apparatus.13 Consequently, Canadians 
with private insurance obtain access to new 
drugs an average of 226 days, or a little over 
seven months, after approval by Health 
Canada, versus 732 days,14 or two years, for 
those on a public plan. Canadians covered 
by public insurance must therefore wait on 
average a year and five months more than 
those with a private insurance policy before 
being able to be reimbursed for a new drug 
on the market.

While 44% of new drugs launched on the 
global market between 2012 and 2021 are dis-
tributed in Canada, only 20% are covered by 
the public plans.15

In a context in which the upstream approval 
process already takes over a year,16 we run 
the risk of delaying even further the treat-
ment of patients who depend on the results 
of pharmaceutical research.

EXPLOSION OF PUBLIC COSTS
Even if we focus on costs, the financial 
advantage of a universal drug insurance pro-
gram is not clear, notably from a public 
finances perspective.

First, moving all Canadians to a public drug 
insurance system will exert an enormous 
amount of upward pressure on public drug 
spending, especially as private insurance 
spending gets transferred to the public 
accounts. As mentioned above, a substantial 
proportion of the Canadian population is cur-
rently privately insured.

A second important aspect concerns the list 
of drugs that will be covered. It is not known 
which list will be adopted in the context of 
the new law, but for provinces with less gen-
erous lists at the moment, the program will 
entail increased public costs. In contrast, 
public costs will fall if there are provinces 
whose current list is longer.

A third dynamic is related to changes in bar-
gaining power. If we analyze this argument 
solely from the angle of drug prices, a single 
payer should, in theory, have more negotiat-
ing power, and so this should lead to a reduc-
tion in the bill for all medications in circulation 
in Canada. In practice, though, this bargaining 
power could be illusory, since a pan-Canadian 
mechanism already exists through the pan-
Canadian Pharmaceutical Alliance, which 

Canadians with private insurance 
obtain access to new drugs an 
average of seven months after 
approval by Health Canada, versus 
two years for those on a public plan. 
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portion has not risen; it is in fact very near to 
what it was at the start of the millennium.21

There are nonetheless 3.8 million Canadians 
who are not signed up22 yet are in fact eli-
gible for some form of public or private drug 
insurance.23 In these cases, it is better to plug 
the gaps in the different provincial systems 
so that everyone has access to one form or 
another of insurance and is properly informed 
about it, rather than overturn current public 
and private coverage and risk adversely 
affecting a large proportion of Canadians.

In this regard, in Prince Edward Island, the 
provincial government came to an agree-
ment with the federal government in 2021 for 
the purpose of improving drug access and 
affordability in the province. A variety of 
drugs were targeted by the program, from 
migraine medications to cancer treatments.24 
This is an example of a program targeting 
the specific needs of the province.

Another example is that of Quebec’s mixed 
public and private system, offering default 
coverage to all Quebecers, which could serve 
as a model for the other provinces if they so 
wish. The door remains open to a market for 
private insurance, often more generous than 
the public plans. In this way, market compe-
tition allows Canadians to continue to enjoy 

represents all the public prov-
incial plans, and which 
already has considerable 
negotiating power, similar to 
that envisioned under a new 
universal public drug insur-
ance plan.17

According to the calculations 
of the Office of the Parliamen- 
tary Budget Officer (PBO) in 
2023, pharmacare would cost 
the Treasury (all levels of gov-
ernment combined) billions 
of dollars more. The PBO’s 
simulation, based on the 
hypothesis that the RAMQ’s 
list of drugs is adopted across 
Canada, and with a start date 
of January 1st, 2024, estimated 
growing additional costs in 
the years following program 
deployment, reaching over 
$10 billion as of the second year18 (see 
Figure 1).

These additional costs will necessarily fall on 
taxpayers’ shoulders, in the form of taxes 
devoted to paying this new bill.19

ADDRESSING CANADIANS’ UNEQUAL 
COVERAGE
Rather than the federal government impos-
ing the uniform transition of all insurance pro-
grams toward public programs as the NDP is 
suggesting, it would instead be preferable to 
safeguard the diversity of public and private 
insurance that exists at the provincial level.

If a non-negligible number of Canadians are 
not actively covered by a drug insurance plan, 
in reality, only 2.8% of Canadians, or 1.1 million 
people, are not eligible for any kind of drug 
insurance.20 It is worth noting that this pro-

Such a model would allow otherwise 
uninsurable Canadians to enjoy drug 
coverage, without withdrawing from 
the majority of Canadians their 
current private coverage.

Figure 1

Estimate of additional costs for the public sector

 
Source: Lisa Barkova and Carleigh Busby, Cost Estimate of a Single-payer Universal Drug Plan, Office of the 
Parliamentary Budget Officer, October 12, 2023, p. 3.
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13. Idem.
14. Ibid., p. 7.
15. Innovative Medicines Canada, “Addendum to Innovative Medicines   
 Canada Submission on National Pharmacare,” June 1st, 2023, p. 1.
16. Yanick Labrie, Laura Lasio, and Roxane Borgès Da Silva, Réduction des  
 délais de négociation des nouveaux médicaments dans les provinces  
 canadiennes : effets sur la santé et sur les dépenses publiques,   
 CIRANO, décembre 2020, p. 6.
17. Innovative Medicines Canada, op. cit., endnote 12, p. 7; Canada’s   
 Premiers, The pan-Canadian Pharmaceutical Alliance, consulted   
 February 13, 2024.
18. As the form which the drug insurance will take remains unknown, the  
 PBO’s projections are based on a previous plan proposed in 2016. Lisa  
 Barkova and Carleigh Busby, op. cit., endnote 8, p. 3.
19. Despite these increases in public spending, the PBO projects a general  
 savings in total spending on drugs (private and public combined)   
 compared to the status quo, amounting to $2.2 billion in 2027-2028, due  
 among other things to the projected drop in existing drug prices.
20. In Ontario and Newfoundland and Labrador. The Conference Board of  
 Canada, op. cit., endnote 3, p. 4.
21. Yanick Labrie, “Do We Need a Public Drug Insurance Monopoly in   
 Canada?” MEI, Economic Note, August 2015.
22. The Conference Board of Canada, op. cit., endnote 3, p. 7.
23. Several factors can explain this phenomenon. People can be inadequately  
 informed about their program eligibility, or they can be informed but  
 not have the financial means to pay the fees associated with   
 participation in the insurance program for which they are eligible. It is  
 also possible for healthy people to not feel the need to enrol in an   
 insurance plan and prefer to save the associated fees. A poll carried out  
 in 2021 by Statistics Canada found that nearly one in ten Canadians did  
 not fill their drug prescriptions for financial reasons. Kassandra Cortes  
 and Leah Smith, Pharmaceutical access and use during the pandemic,  
 Statistics Canada, November 2, 2022.
24. Prince Edward Island, “Governments of Canada and Prince Edward   
 Island continue work to improve access to medications for Island   
 residents,” News, January 17, 2023. 
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relatively more generous drug insurance, but 
also to be insured by the public plan in case 
of loss of employment.

Such a model would allow otherwise 
uninsurable Canadians to enjoy drug cover-
age, without withdrawing from the majority 
of Canadians their current private coverage, 
which is on the whole more generous. 
Moreover, such a solution would be less 
demanding fiscally, as it would have a much 
smaller impact on public finances than a 
pan-Canadian public monopoly.

CONCLUSION
The disastrous state of the health care systems 
across Canada illustrates just how bureau-
cratic they are. There is real paralysis when it 
comes to innovating and increasing efficiency.

By developing a uniform, 100% public, pan-
Canadian drug insurance plan, we risk consider-
ably reducing coverage quality for a large 
number of Canadians and reproducing what is 
happening elsewhere in the health care system, 
namely abusive bureaucratization where the 
needs of patients are of secondary importance.


