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BUDGET 2008: WHAT YOU

In this year’s budget, Finance Minister Jim Flaherty announced
initiatives that will, Rx&D believes, have a positive impact on
science and technology with immediate measures for public
health and safety programs.

The announcements on the Scientific Research and Development
Tax Credit and the Food and Consumer Safety Action Plan are
particularly important.

Budget items of particular note to the life sciences sector included
1. Scientific Research and Experimental Design Tax Credit;

2. Health; and

3. Science and technology.

Scientific Research and
Experimental Design Tax Credit

The improvements noted here represent significant movement on
the part of the government to improve the climate for investments
in research and development, particularly for small and medium
sized enterprises.

Health

¢ $113 million over two years to modernize and strengthen
Canada’s safety system for food, consumer products and
health products through Canada’s Food and Consumer
Safety Action Plan;

¢ $33 million over two years to ensure greater safety of natural

The Contributions of

SHOULD KNOW

health products, including a new approach to their regulation;

* $9 million over two years to improve the safety of
laboratories dealing with viruses and bacteria; this funding
will be directed towards developing a new regulatory
framework to cover all laboratories and ensure the
same standards;

® $450 million over the next three years toward the Global
Fund to Fight AIDS, Tuberculosis and Malaria, bringing the
total government commitment to $950 million. These funds
will be sourced from existing international assistance
funding; and

¢ $50 million over the next two years for a new Development
Innovation Fund, sourced from planned growth in
international assistance. This fund will support research
into breakthroughs in global health.

Science and Technology

e $25 million over two years to establish a new Canada
Graduate Scholarship award for top Canadian and
international doctoral students;

e $21 million over two years to establish up to 20 Canada
Global Excellence Research Chairs;

¢ $80 million in additional funding to the university granting
councils, in support of industrial innovation, health
priorities, and social and economic development
in the North;

® $140 million to Genome Canada; and

¢ $10 million to Canadian Light Source research synchrotron.

CANADA’S INNOVATIVE Rx&D MEMBER COMPANIES

We all know that Canada’s Rx&D member companies make
significant contributions to the overall health of all Canadians. They
also substantially contribute to the economy. Noted below are some
examples of Rx&D member company economic contributions and
investments to date in Canada.

e Over 22,000 employees.

e Rx&D member companies are significant contributors to
job creation in Canada. PricewaterhouseCoopers Canada
estimated in 2005 that more than 35,200 indirect jobs (jobs
created as a result of extramural research spending and those
spent on goods and services) are created, for the most part, by
the research-based pharmaceutical community. Also, over
41,700 induced jobs (created as a result of the income earned
from direct and indirect jobs and then spent on consumer
items) are created by Rx&D member companies.

* Rx&D member companies injected $3.87 billion into the
Canadian economy in 2005 (Statistics Canada’s employment
value last ten years).

e Research and development (R&D) has increased 630% since
1988, standing at $1.21 billion in 2006.

e A total $14.3 billion has been invested in total R&D in the past
19 years, of which $2.4 billion has been spent in universities
and hospitals

e Rx&D member companies also encourage and support their
employees to be active volunteers in the communities in which
they live, work, and play. Philanthropic donations and grants
to various charities, welfare and community associations,
hospitals, and universities across Canada by Rx&D member
companies amounted to over $86 million in 2005.
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BEYOND THE HEADLINES — R&D VS. MARKETING

A recent editorial in The Medical Post looked

at a 2008 study that purports that the U.S.
pharmaceutical industry spends more on
promotional spending than it does on research
and development. Don Sancton, of the public
affairs agency Hill & Knowlton, took a critical look
at the data used, he found it to be flawed in several
ways and questioned the intent of such a study.

The original study, by Marc-André Gagnon of
the Université du Québec a Montréal and Joel
Lexchin of York University, was titled “The cost
of pushing pills: A new estimate of pharmaceutical
promotion expenditure in the United States.” Their
study concluded that promotional spending was
US$57.5 billion while R&D investment was
$31.5 billion.

Sancton believes that the study “selectively used
data to come up with the lowest research and
highest marketing costs”. He cites other industry
studies that peg the investment in research and
development at about $55.2 billion, almost double
what was cited in the study. And, on the marketing
side, he says the authors gave a variable range

that was as low as half of the number widely
reported. To get these high numbers, the study
authors included as “promotion” the cost of drug
samples at retail value vs the actual manufacturing
costs; sponsorship of medical education sessions
for physicians including many implemented by
independent third parties; and the cost of real-life,
phase IV research studies. The purpose of phase IV

is to find out more about the safety and efficacy of
drugs following their initial regulatory approval,
something which all Rx&D member companies
would agree is of great importance.

Even if these numbers were correct Mr. Sancton
questions how, if not through promotion and
education, would physicians and patients

learn about the existence of new medications.
Education and promotion allow doctors to get the
essential data on medications, to seek out more
information if they require it, and to be aware

of potentially important new tools as soon they
become available.

Developing new medications is a very risky

and expensive business. And those costs do not
end when the product is brought to market.
Pharmaceutical companies must ensure that those
medicines get used by the right patients in the
right circumstances when they become available.
They do that through marketing, education and
promotion. These should not be seen as costs in
the way that Litchenmen and Gagnon would lead
us to believe. They are an essential part of acting
in the best interest of the patient to ensure they
receive access to the best possible care.

Don Sancton is head of the national health
and pharma practice for the communications
and public affairs agency Hill & Knowlton
Canada. He can be contacted at
don.sancton@ hillandknowlton.ca.

NEW CENTRE FOR HEALTH INNOVATIONS

The Conference Board of Canada (CBoC) and the
Canadian Health Industries Partnership (CHIP)
recently announced their agreement to jointly
create the Centre for the Advancement of Health
Innovations (CAHI). The inaugural meeting of
this policy centre was recently held in Toronto.

The new centre has said it will build on the
resources, talent, and commitment of the
Conference Board and CHIP to make Canada
aworld leader in the development and
commercialization of health innovations.

CAHI plans to “adopt a global perspective in
identifying and exploring the applicability of best
practices to Canada and Canadian industries”.

The new centre is establishing an International
Advisory Panel chaired by Henry Friesen,
founding president of the Canadian Institute

of Health Research and founder of CHIP. The
co-chairs are Dr. Calvin Stiller, Chair of Genome
Canada and Mark Lievonen, President of Sanofi
Pasteur Limited and Chair of CHIP. The panel
itself is to be comprised of world leaders in
health innovation.

For more information, visit
www.conferenceboard.ca/CAHI

Friday, May 2, 2008
NATIONAL
ABORIGINAL DIABETES
AWARENESS DAY

Since 1999, National Aboriginal Diabetes Awareness
Day has been recognized annually on the first Friday
of May. Thousands of children, adults and Elders
recognize this day by participating in events to
prevent and manage Type 2 diabetes. To promote
the National Aboriginal Diabetes Awareness Day, the
National Aboriginal Diabetes Association (NADA)
distributes educational resources on preventing and
managing Type 2 diabetes to schools and health
centres in Aboriginal communities. The goal of

the packages is to provide examples of what other
communities have done to raise awareness, get
physically active and make healthy food choices.

NADA invites all individuals, families and
communities to promote a balanced lifestyle with
healthy food choices, fresh air and physical activity to
help prevent and/or manage Type 2 diabetes on

May 2, 2008.

For more information on diabetes and what’s
happening in your community, please go to:
www.nada.ca/aboutus/index.php



www.canadapharma.org

SASKATCHEWAN CHILDREN AND SENIORS RECEIVE DRUG COVERAGE

The Saskatchewan government is looking out for what it
calls the “most vulnerable members” of society. Beginning
July 1, 2008, Saskatchewan children up to age 14 will have
their prescription drug costs capped at $15 per prescription.
Coverage is automatic as of July 1, 2008.

Rx&D IN MANITOBA
AND SASKATCHEWAN

Noted below are some examples of Rx&D member
company economic contributions and investments
to date:

In Manitoba

® 314 employees;

* Rx&D member companies injected $52.6 million
into the economy in 2005 (Statistics Canada’s
employment value- added contribution estimate);

e Research and development investments have
increased 809% since 1988, to $20.7 million
in 2006;

e A total of $243.3 million has been invested in
R&D in the last 19 years, of which $73.6 million
with in local universities and hospitals; and

* Rx&D members have $86 million invested in
land, facilities and equipment.

In Saskatchewan

e 175 employees;

* Rx&D member companies injected $29.3 million
into the economy in 2005 (Statistics Canada’s
employment value-added contribution estimate);

e Research and development investments have
increased by 387% since 1988, to $6.1 million
in 2006; and

e A total of $96 million has been invested in R&D
in the last 19 years, of which $51 million with in
local universities and hospitals.

Seniors over the age of 65 will be eligible to apply for the
new Seniors’ Drug Plan on July 1 as well. Starting , this year
there is a maximum annual net income per person of under
$64,044 in order to qualify. The government says it is taking
the savings garnered from the income component to extend
coverage to families with children 14 and under.

* By the time a new medicine is approved, only 8-10 years of
patent protection remains for the medicine;

* Bringing a new medicine to patients costs on average
$1 billion. The average cost to develop a generic copy of
an innovative medicine is $1 million;

* Prescription medicines are one of the most effective and
least expensive resources for patient care. Rx&D estimated
the patented medicines portion of health expenditures in
Canada in 2006 to be less than 10% or 10 cents of Canada’s
health-care dollar;

* A study by Columbia University estimated that for every
$1.00 invested in newer medicines (vs. older medicines),
$6.00 to $8.00 is saved in other parts of the health-care
system. About two thirds of this reduction is in hospital
costs and the other third is about evenly divided between
savings in physician and home care costs; and

e A survey by SES Research in early 2005 found that 83%
of Canadians believe all new medicines approved by
Health Canada should be made available under provincial
drug plans.

UPDATED CDR

The following table summarizes CDR

program activities through March 14, 2008.

SUBMISSIONS N
Active (under review) 17
Completed Submissions 98
Positive Recommendations 46
Negative Recommendations 50
ACP Requests for Advice* 2
Withdrawn/Suspended 9
Total Number of Submissions 124

* no final recommendation issued

For more information please go to:
http://cadth.ca/index.php/en/cdr/cdr-overview
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