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Patented Medicine Prices Review Board (PMPRB)
STUDY SHOWS GENERIC PRICES HIGHEST IN CANADA

According to a recent article in The Medical Post (August 4,
2006), “Different reports have come to varying conclusions
over the years, but when the Patented Medicine Prices Review
Board (PMPRB) released its first report on non-patented
prices in July, a more comprehensive answer was available:
Canada had the highest generic drug prices.”

As part of the PMPRB’s expansion of its mandate, it now
plans to monitor and report on the prices of non-patented
prescription drugs in addition to its legislative mandate to
monitor trends in patented prescription drug prices.

To clarify the difference between patented and non-patented
- non-patented drugs are made up of both generic (former
innovative drugs that are usually off-patent and sold under

a generic name) and non-patented branded drugs (drugs
without a patent sold under a brand name). Non-patented
branded drugs may have multiple-source providers (drug is
sold by at least two manufacturers) or single-source providers
(drug is sold by a single manufacturer).

The report reached the following conclusions:

e Foreign generic drug prices were lower than Canadian
prices with the exception of two therapeutic classes:
Dermatologicals, which were 83% higher, and
Parasitology, which were a modest 3% higher.

e Generic prescription drug prices fell in all countries
in 2005. They fell the most in the United Kingdom and
Finland, where prices fell by 32% and 24%, respectively.
Generic prescription drug prices fell by 0.3% in Canada
in 2005.

e In 2005, Canadian drug prices increased by 3.4% for the
entire non-patented branded prescription drug segment.

Simply put, Canadians are paying some of the highest prices
for generic drugs; meanwhile, the PMPRB in a separate report
released in June found that prices for innovative brand-name
patented medicines are 8% below the international median.
Moreover, increases in prices for patented medicines trailed
the cost of living for the 12th year in a row.

NEW DRUG SUBMISSION APPROVAL
TIMES STILL HIGHER THAN THE TARGET

Every year Rx&D surveys its member companies to moni-
tor trends in approval times for New Drug Submissions and
other submissions that require pre-approval before going to
market to the public.

The survey, called the 2005 Notice of Compliance (NOC)
Survey, indicates that the time for new drug submissions

to go through the approval process has only marginally
improved from nearly 10 years ago. With the average time

to approval in 2005 of 591 days compared to 682 in 1995, it
would seem that Health Canada’s goal of 355 days is going to
take some work to achieve.

The survey does show that things are improving. Serious
effort has been put into reducing the backlog of submissions,
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which was responsible for some increased approval times in
previous years. Also, a full 50% of Rx&D member company
submissions were approved in 365 days or less, a significant
improvement over 2004.

But, the survey also points to Canada’s average approval time
being substantially longer than those in the United States and
Europe. What that means for Canadians is a longer wait to
gain access to new medicines that could help save lives.

Rx&D believes that we need to continue working
collaboratively to better approval times and earlier access
for Canadians to new medicines.
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NATIONAL PHARMACEUTICALS STRATEGY MOVES
ANOTHER STEP WITHOUT STAKEHOLDER INPUT

Provincial and territorial ministers of health
recently accepted the progress report on the
National Pharmaceuticals Strategy (NPS). At the
same time, they called upon the Government

of Canada to commit to an ongoing partnership
with provinces and territories to finalize the
development and proceed with the
implementation of this strategy.

Provincial and territorial ministers of health
recommended the following actions as next steps in
the development and implementation of the NPS:

* Move toward implementation of coverage for
catastrophic drug costs by conducting further
design and costing analysis on two potential
program models;

e Develop a national framework for expensive
drugs for rare diseases in collaboration with
experts, and move toward staged
implementation;

e Further work toward a common drug formulary
through staged expansion of the Common Drug
Review, beginning with new indications for
existing drugs;

e Accelerate work toward a common review process
for drugs used to treat cancer;

® Pursue a business management approach to
drug-pricing issues through an interjurisdictional
framework, with priority given to non-patented
drugs;

e Ensure that changes in the federal government’s
Patent Medicine (Notice of Compliance)
Regulations and Food and Drug Regulations
(Data Protection) meet the NPS goal of
accelerating access to non-patented drugs; and

e Consult stakeholders on processes to strengthen
real-world safety and effectiveness of drugs.

Earlier this spring, information sessions were held
in several communities to inform stakeholders

ARE DRUG EXPENDITURES INCREASING AND
WHAT’S HAPPENING WITH DRUG PRICES?

The Canadian Institute for Health Information
(CIHI) recently reported updated information on
prescription and non-prescription drug expendi-
ture trends in Canada in their CIHI's Expenditure
on Drugs 1985-2005 Report.

Their findings included some statistics on an
increase in drug expenditures:

e Total expenditure on prescription and
non-prescription drugs has increased by 11%.
e The share of all drugs as a percentage of total
health expenditure is forecast to have grown

to 17.5% in 2005.

e Among the provinces and territories, the share
of drugs in total health expenditure is
expected to have ranged from 4.5% in
Nunavut to 20.0% in Quebec.

e International comparisons show Canadian
public drug expenditure below international
median.

Rx&D believes it is important to take a close look
at the numbers. The CIHI numbers seem to be
somewhat overestimated in comparison to other
studies done. This could be in part because they
are based on surveys, trend analysis, markups,
dispensing fees and because they include items
such as dental floss and similar types of non-
prescription items in their non-prescribed

drugs figures.

While expenditures may show increases it is
always important to note the reasons behind the
numbers. In this instance, drug expenditure is not
synonymous with drug prices. While the former
has an upward trend, primarily due to changing
utilization patterns and demographic shifts such

as an aging population, the prices of patented
medicines have either declined or remained
constant over the last ten years. In fact, patented
prescription drugs account for less than $8.00
of every $100 spent on health care in

Canada.

It is important to also remember
that drug price increases and
increased use of drugs enable
the system to shift away

from hospital-based care

that help prevent

admissions or facilitate

early discharges, saving

the system money in Hospitals/Other

other areas. Institutions*
39.5%

Another trend the CIHI

report points to is the

increased wait time

to gain access to new
medicines and a variance

from province to province in
terms of access. Both

mean that Canadians are not
receiving the best medicines as
they need them.

What this report, and others like it, does
tell us is that we should use all medicines
to their best benefit, to treat those who
need it. If the system succeeds here, it
will give us longer, more productive lives
and that leads to overall cost benefits for
all Canadians.

FORWARD

on progress toward development of the NPS.
Although there has been no significant input from
stakeholders and it appears the structure of the
strategy has already been developed in isolation,
Ministers said that the involvement of patients,
health-care professionals, industry as well as
private employers and insurers will be a key
component of future work on the strategy.

Rx&D believes that without that input from
patients, physicians, pharmacists, nurses and
other health care stakeholders, the National
Pharmaceuticals Strategy will never truly reflect
the needs of all Canadians. So, now is the time to
ensure all of those key stakeholders are heard.
Talk to your Minister of Health now to ensure a
National Pharmaceuticals Strategy for the entire
country is reflective of the success stories,
stakeholder input and innovation we can
collectively offer.

Physicians and
Other Professionals

24.1%

Capital
4.5%

Other
Expenditures***

15.3%

Rx Non-Patented++
3.3%

Retail Distribution+
5.2%

oTC**
24.1%
Rx Patented

< 8%

*Other Institutions: includes nursing homes and residential care facilities
** Over-the-Counter (OTC): includes personal health products

***Other Expenditures: includes public health and administration,
medical transportation, hearing aids & appliances, occupational health
and voluntary health associations.

+Retail Distribution: includes pharmacy professional fees, mark-ups

++Rx Non-Patented: includes generic drugs

+++

Hospital Drug

Source: CIHI National Health Expenditure Trends 1975 — 2003,
PMPRB Annual Report 2001, Brogan Inc., Rx&D Files
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BIOTECHNOLOGY AND CLINICAL TRIALS —

GREAT FUTURE FOR CANADA

According to a recent report by KPMG, Canada
is number one when it comes to biotechnology
and clinical trials cost advantages among G7
\ countries, with a substantial advantage in each
instance over the United States.

The report, Competitive Alternatives: KPMG's
Guide to International Business Costs, 2006 Edition
provides a comprehensive analysis of biotech
research and development and clinical trials man-
agement costs in nine countries and 128 cities.

In fact, eight of the top 10 cities rated “Low-Cost
Biotechnology Hot Spots” are Canadian, with
Saskatoon ranked highly among those eight.

Canada is seen in this report as a global player

in the biotechnology field with 490 companies
and revenues of $3.8 billion (2003). The same
study showed there were over 1,400 clinical trials
(2003) conducted in Canada, representing 2.8 per
cent of global activity.

The report shows that both industry sectors ben-
efit from a number of uniquely Canadian factors:

e Cost advantages of the Canadian pharmaceuti-
cal industry, also rated number one in the G7.
e The lowest labour and benefit costs in the
Gy for biotech.
e The lowest effective income tax rate in the
Gy for biotech and the second lowest for
clinical trials.

This is certainly good news for attracting
investment into Canada. It is also good news for
patients and governments funding health care
delivery services. Clinical trials, which are paid
for by the pharmaceutical industry, save
governments millions of dollars on treating
patients. Further, patients are treated with the
latest innovative medicines and receive the
benefit from the expertise of doctors, researchers
and other health professionals who pool their
ideas and experience to develop and monitor new
treatments for diseases.

Rx&D believes that while the future of biotech
has great potential here, it is also important that
Canada continue to reward innovation in this
sector. Without that type of reward, we risk
losing our innovativeness to competing countries
like Japan, India and China.

BUSINESS OF SCIENCE CONFERENCE
COMING SOON - click here

The annual Business of Science Symposium,

this year entitled FROM IDEA TO EXECUTION:
UNDERSTANDING CRITICAL SUCCESS FACTORS AND
REALIZING OPPORTUNITIES, has now finalized
much of its program for this year.

The Business of Science “provides a forum to learn
new strategies, hear the latest industry developments

and, with research, industry and capital partners all
under one roof, create the important relationships

key to your success in this industry.” For more information. visit

. .busi fscience.
The Symposium, presented by the Health Care wnwbusinessolscience.org

Products Association of Manitoba and Manitoba
Energy, Science & Technology, is being held in
Winnipeg on October 25 and 26.

Sunday, September 24
Cheerios Heart&Stroke
Walk for Heart

Lace Up For Life. Various locations. Join over 35,000 Canadians
taking steps towards a healthier lifestyle. To participate individually
or as a team in a Cheerios Heart&Stroke Walk for Heart,

visit www.heartandstroke.ca/walk or call 1-888-HSF-INFO.

During Mental Illness Awareness Week (October 1-7, 2006),
Canadian Mental Health Association regional offices throughout
Manitoba will be holding Heroes of Mental Health Award Events
for their locally nominated Heroes.

October 1-7

CMHA Heroes of
Mental Health Awards
Provincial Program
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