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Fraser Institute Report Asserts

THERE’S A MISGUIDED WAR AGAINST MEDICINES

It’s not the high cost of medicines that is making Canada’s
Medicare system financially unsustainable, says a report released
last month by the Fraser Institute. In fact, the real problem may
be a poorly designed public health insurance system.

The report, entitled The Misguided War Against Medicines: Are
Drug Expenditures Making Public Health Insurance Financially
Unsustainable, makes the case that government spending on
health care would be unsustainable even if there were no
drugs bought at all.

The report states that if there was no money at all spent on
drugs, all other parts of government health spending would
continue to grow at rates that can not be supported. And,
since those other non-drug expenditures account for nearly
92% of all health care spending, the system would still be

in trouble.

The Institute, in its own materials, says it conducted the
study to counteract the assertions that the rising costs of
prescription drugs and patented pharmaceuticals is primarily
responsible for rising health care costs.

In fact, the Institute’s findings show a different picture:

e Patented drugs make up too small a percentage of
government health spending to be held accountable
for lack of sustainability. For example, in 2005 the
expenditure was 6.8%.

e After market prices for patented drugs have remained
stable for nearly 18 years.

e Introductory prices for patented drugs in Canada are
lower than most other countries and far below the US.

e New drugs that treat specialized conditions for a small
number of patients may have a higher per unit cost
but their relatively small numbers don’t have a
large impact on overall costs.

While spending on prescription drugs is increasing, the study
points to two simple reasons: new drugs for conditions not
previously treatable and drugs used to replace other forms of
medical treatment. And the study found that as spending has
increased hospitalization rates have declined.

At its conclusion, the study asserts that the real driving force
behind rising health care costs is a flawed single payer system
in which no one has the incentive to make optimal use of
medical goods and services. Added to that environment, the
study points out, are governments who restrict access to new
medicines in order to control costs.

To view the complete report, go to
www.fraserinstitute.ca/shared/readmoreasp?sNav=pb&id=88s.

Source: Fraser Institute, The Misguided War Against Medicines:
Are Drug Expenditures Making Public Health Insurance Financially
Unsustainable, February 2007

PATENT TERM LENGTH HAS DIRECT IMPACT
ON R&D DOLLARS SPENT

A new study just released shows that as pharmaceutical
patent terms in Canada have increased, R&D spending
increased by $4.4 billion dollars.

The study, The Effect of Pharmaceutical Patent Term Length on
Research and Development and Drug Expenditures in Canada
(Grootendorst and Matteo, April 2006), showed that between
1998 and 2002 as R&D spending increased, drug spending
increased by $3.9 billion at most.

The study shows that, while many critics believed that
increased patent terms would drive up drug spending, the

INSIDE: Oncology Drug Review « CDR « Quebec Policy « Health Care Spending - BIO 2007

evidence does not support the theory. The data suggests that
even though from 1976-2002 the average drug expenditure
rose $250 per person, there was no direct correlation to the
increase in patent terms that happened in 1987. In fact, after
1988 expenditures grew less rapidly and stabilized after the
introduction of Bill C-91 in 1993.

There was a rise in per capita drug costs observed after 1996.
But there are several reasons, the study points out, that this
could have happened: delayed generic drug competition
brought about by the extension of patent terms or the
introduction of more new drugs after 1996.

continued - page two




CDR FALLS BELOW SEVEN OTHER COUNTRIES ON
ISSUE OF REIMBURSEMENT

A new report suggests that Canadians don’t have
access to the same medicines that those in France,
Sweden and Switzerland do. That report, just
released by The Rx&D Policy Committee entitled An
International Common Drug Review Comparison, also
found that Canadians, on average had access to only
50% of the medicines that the French, Swedish, Swiss
and British did.

The study set out to identify the differences and
similarities between listing recommendations

(up to October 2006) made by national listing/
reimbursement agencies and the Canadian Expert
Drug Advisory Committee (CEDAC) of the Common
Drug Review (CDR). There were seven countries that
employed similar methods to CEDAC chosen for
comparison: UK, France, Switzerland, New Zealand,
Sweden, Australia: Pharmaceutical Benefits Scheme
(PBS) and the United States (Ohio and Oregon).

The reviewers took 33 drugs, under review by CDR
for reimbursement, and compared them to the other
countries. The results are enlightening:

e Out of the 33 drugs reviewed, CEDAC
recommended only 14 for listing;

BIO 2007

With a theme of “New Ideas. Bold Ventures.
Global Benefits.” BIO 2007’s program

is developing to be one of the best in the
organization’s 15 year history. To be held in
Boston, May 5-9, the conference states it will be
building upon the success of last year’s BIO in
Chicago, where record numbers of attendees

met to share ideas.

Canada will be highlighted among its
international peers in one particular session
entitled Canada: Your Partner for Global

Health Innovation.

For more information go to www.bio2007.org

e Switzerland is reimbursing 25;

e France recommends 26 for reimbursement;
e In the UK, 27 of the 33 are reimbursed; and
e Sweden reimburses all 33.

The net result of the study shows that Canada
recommends up to 46% fewer drugs than three of
the countries the study compared it to. It is also
important to note that while CDR recommends

14 of the drugs for reimbursement, only 44%

of the provincial drug listings follow CDR’s
recommendations at all so the number will decrease
further depending on the province you live in.

The argument is often used that the more drug choice
a country offers, or reimburses, the greater the cost.
This study found that increased cost was not the end
result of choice:

e In Switzerland 25 of the 31 drugs are
reimbursed yet, total drug expenditure
per capita in Switzerland is about 21%
less than in Canada ($498/capita versus
$634/capita).

continued from cover:

e In Sweden, all 33 of the studied drugs
are made available for reimbursement
and yet total drug expenditure per
capita in Sweden is about 46% less
than in Canada ($340/capita versus
$634%/capita).

What the report concludes is important to all
Canadians: CDR should offer more choices by
reimbursing different medicines. That would send a
clear message to the entire population that one drug
doesn’t fit all situations and that every person, in
conjunction with their health care professional,
has the right to choose the best treatment for
them.

By offering patients more options and approving
reimbursement for new, innovative medicines, the
rest of the health care system would benefit with
reduced hospitalizations, less employee absenteeism,
less need for surgery and increased employee
productivity. Without that choice, this report
believes, Canadians, and the system as a whole, will
ultimately suffer.

PATENT TERM LENGTH HAS DIRECT IMPACT

ON R&D DOLLARS SPENT

What makes the study’s findings so important to
note at this time, is the changes recently made to
the Patented Medicines (Notice of Compliance)
Regulations (“PM (NOC) Regulations”) in October
of last year.

The federal government’s changes to the
regulations include eight years of data protection,
which is the protection of clinical test data
generated to approve a new medicine in Canada.
An additional six months can be added for

medicines that are the subject of pediatric clinical
trials. The European Union, interestingly, already
has 10 years of data protection in place

Based on the findings of Grootendorst and
Matteo, and the new changes in regulation it is
likely that Canada will see an increase in R&D
spending. That will mean new therapies, through
increased investment in Canadian research and

development, for all Canadians.

JOINT ONCOLOGY DRUG REVIEW JUST ANNOUNCED

The Joint Oncology Drug Review (JODR) is aiming
to help ensure a more timely, effective and efficient
review and evaluation of cancer drugs.

Currently, provinces have separate processes for
reviewing and recommending oncology drugs
to their governments, resulting in variations

of coverage and costs. Through JODR, any
submissions to the review process will be
considered a submission to all participating

provinces. Final listing decisions will still remain
the responsibility of each jurisdiction.

The interim JODR is being co-led by Manitoba and
Saskatchewan and will be in place for one year.
During this time, participating jurisdictions and
other key stakeholders will be consulted as part

of an independent evaluation of the success of this
interim process.



The Government of Quebec has demonstrated that it

believes in the value of medicines. On February 1, 2007 Quebec
released its new drug policy with four main themes: access to
medicines, fair and reasonable price of medicines, optimal

use of medicines and a dynamic biopharmaceutical industry in
Quebec.

Access to medicines - The Policy states that the government
must ensure that “medicines are accessible in a timely manner”
and that a new section be created for drugs considered
exceptions and new procedures sought to make certain
medicines more accessible.

Fair and reasonable price - The Drug Policy includes
measures to ensure that Quebec pays a fair and equitable price
to fund medicines. At the same time the price freeze for drug

| www.canadapharma.org

QUEBEC’S NEW DRUG POLICY RECOGNIZES THE VALUE OF MEDICINE

manufacturers, in effect for the past 12 years, is no longer in
effect and requests for price indexation would be considered.

Optimal use of medicines — The policy calls on all members
of the health care community, including patients, health care
professionals, government agencies and the biopharmaceutical
industry, to work together to ensure that all medicines are used
optimally and not underused or overused.

A dynamic biopharmaceutical industry for Quebec — The
policy recognizes how crucial this industry is to the province.

With over 50,000 direct and indirect jobs and $2 billion dollars
contributed to the economy, the biopharmaceutical industry
has a strong commitment to the province of Quebec. The new
Drug Policy makes a commitment back to biopharm and to the
overall health of the people of that province.

HEALTH CARE SPENDING TO REACH

$148 BILLION THIS YEAR

Inits annual report on health care spending, the Canadian
Institute for Health Information (CIHI), shows that in 2006
Canada is expected to top $148 billion, an increase of $8 billion.

National Health Expenditure Trends, 1975-2006 projects that total
health care spending in Canada will increase by 5.8% in 2006
over the previous year, which for the tenth consecutive year has
outpaced inflation.

Key findings of the report included:

e Spending is higher per person for younger and older
Canadians, a trend that has been consistent over time.

e Public vs. private spending - For the first time in three
years, health care spending in the public sector is
expected to grow slightly faster than expenditures in
the private sector (mostly insurance and out-of-pocket
expenditures), with estimated annual growth rates of
6.1% and 5.3% respectively in 2006.

e Hospitals, drugs and physicians - Hospitals continue to

make up the largest component of health care
spending (29.8%), all drugs (prescription and over
the counter medications) are second (17%) and
physicians are third (13.1%).

Provincial and territorial comparisons - In 2006, public
and private health care spending in Alberta is expected
to reach $4,924 per person, followed by Manitoba
($4,901) and Ontario ($4,760). The lowest per person
expenditures are expected for Quebec ($3,976),
followed by Prince Edward Island ($4,225) and
Newfoundland and Labrador ($4,402).

Canada still among top five health spenders in 2004 -
Canada ranked fifth in per capita spending (US$3,165),
after Luxembourg (US$5,089), Switzerland (US$4,077)
and Norway (US$3,966).

The Canadian Institute for Health Information (CIHI) collects
and analyzes information on health and health care in Canada
and makes it publicly available.

March 8, 2007 Winnipeg - 2nd Annual evening of great wine and good cheeses,
Cheese & Wine Evening in support of Osteoporosis Canada, Manitoba Chapter. Call 772-3498
or email osteoman@mts.net for more information.

Ongoing The RESPIRATORY Training and Educator Course - Get the tools to teach
RESPTrec© patients how to improve asthma and COPD self-management skills. Please
see www.resptrec.org for more information and registration.

August 29 - September 1, 2007 Learning from the Past to Restore Balance: Ottawa, Ontario - Hosted by
7th International Conference The National Aboriginal Diabetes Association. For further information or to
on Diabetes & Indigenous Peoples register, please call (819) 779-4610 or email main@huntercourchene.com
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