POINT COUNTERPOINT

Should Developed Countries, Including
Canada, Provide Universal Access

to Essential Medications through

a National, Publicly Funded

and Administered Insurance Plan?

THE “PRO” SIDE

Canada is currently the only developed country with a universal
health care system that does not provide universal coverage for
prescription medications.! Implementation of a national drug
insurance program would give Canadians universal access to necessary
medicines, ensure fair distribution of prescription drug costs,
encourage safe and appropriate prescribing, and provide maximum
cost-effectiveness for drugs.

Definitions

The national pharmacare program that we envision is
2-tiered: a public plan would provide drug coverage for essential
medications, and private plans would cover nonessential
medications. According to the World Health Organization, uni-
versal access is defined as availability of affordable medications at
facilities within 1 hour’s walk from home.> Medications that satisfy
priority health care needs and concerns are classified as essential

medications.’

Universal Access and Equitability

Canada is well known for its universal public health program,
as mandated by the Canada Health Act.* This legislation dictates
that 5 criteria be met in provincially administered public health
care insurance plans: public administration, comprehensiveness,
universality, portability, and accessibility.>® These criteria are
currently met by required medical services.’ In contrast, Canadian
coverage for outpatient drugs is a patchwork of public and private
drug insurance plans providing coverage that is, unfortunately,
neither universal nor comprehensive.” Indeed, 10% of Canadians
cannot afford their prescribed medications.®

Moreover, the current system lacks equitability. The criteria
for drug coverage vary across provinces. For example, drugs are
covered on the basis of income in British Columbia, whereas age
is the major determinant in Ontario.” The ability to afford
medications should not be driven by age, income, or geographic

location.
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A national pharmacare program would ensure that all
Canadians receive consistent, coast-to-coast coverage for essential

medications and that the tenets of the Canada Health Act are
upheld.

Safer Prescribing Practices and a National Database

Implementation of a national pharmacare program would
promote safe, effective, and evidence-based drug prescribing.
Currently, the innumerable private and public drug plans in
Canada are not coordinated.' Private plans often cover medica-
tions that lack evidence of favourable risk—benefit ratios.! This
situation poses a concern for prescribers, who may be forced to
prescribe suboptimal therapies in an effort to ensure affordability
through private plans. Prescribing should be dictated by the safety
and efficacy of drugs, not by their cost. A 2006 study from a
Canadian hospital showed that more appropriate prescribing
could have prevented over 70% of admissions.'” Having a single,
national, evidence-based formulary would guide prescribing
habits and would be integral in ensuring safe and cost-effective
medication use.

Furthermore, a pharmacare program would logically provide
the basis for developing a national drug-related monitoring
database.! Currently, health care databases are controlled
independently by governments, pharmacy retailers, and private
insurance companies.' Because of this fragmented system, Canada
lacks quality surveillance of prescribing practices and related health
outcomes.! A national database would provide insight into
medication safety and efficacy, and thereby aid in determining

areas for improvement of prescribing practices.

Economic Benefits

A national pharmacare strategy would be both economically
feasible and beneficial. In 2015, Morgan and others'' published
an analysis modelling a national, publicly funded and adminis-
tered health insurance system for Canada. These authors found
that, although government costs could increase by about
$1 billion, the projected combined cost savings from private and
public sectors would be substantial, ranging from $4.2 billion to
$9.4 billion in the worst-case and best-case scenarios, respec-
tively.!! The analysis accounted for increased usage of medications
with universal drug coverage, transfer of private sector costs to the
public sector, cost-effective product selection with a national
formulary, and consolidation of drug purchasing power."
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While the study by Morgan and others" accounted only for
direct cost savings, it is expected that a national pharmacare
strategy would have indirect economic benefits as well. First,
improved prescribing practices with guidance by a national
formulary would reduce drug-related adverse reactions and
hospital admissions, resulting in up to $5 billion in cost savings.!
Second, because each province currently manages its own health
insurance plan, an estimated $1 billion to $2 billion would be
saved in administration costs through consolidation to a single,
national plan.! Finally, improved adherence to previously
unaffordable medications would produce $1 billion to $9 billion
in financial savings through better management of preventable
diseases,'* as well as cost savings related to decreased absenteeism
and increased productivity at work.

Therefore, the additional costs to the government incurred
by implementing a national pharmacare program would be offset
by major direct and indirect financial savings. In addition to
providing universal drug coverage to Canadians, the program

would improve the economy on a national level.

Successes of Other Countries

Implementing national pharmacare in Canada may appear
to be a challenging objective, but the successes of other developed
countries with national drug coverage provide evidence that it
would be both feasible and economically beneficial. Examples
include the United Kingdom and New Zealand.

Financed primarily by general taxation, the UK health care
plan grants universal coverage of select drugs as outlined in a
national drug formulary.!® Using this system, the United
Kingdom has lowered costs for prescription drugs through better
pricing and reduced overprescribing, ultimately spending the same
percentage of the world market share for prescription drugs as
Canada, despite having twice the Canadian population.'

New Zealand also provides universal drug coverage to
permanent residents, which is financed through general taxes.'
The Pharmaceutical Management Agency (PHARMAC)
determines the national drug formulary and negotiates drug prices
on behalf of the entire country.'*"* Through PHARMAC efforts,
prescription costs have been kept low. One study found that for
4 large classes of prescription drugs, New Zealand paid 51% less
than British Columbia.”

Conclusion

These comparisons of Canada with the United Kingdom
and New Zealand make it clear that not only does Canada’s
patchwork of drug insurance fail to provide equitable access to
medications, but it also does the country no favours with regard
to financial considerations. With a strict formulary in place and
with an expected increase in buying power, implementation of
a national pharmacare program would be economically advanta-
geous and would allow Canada to join the ranks of developed
countries that provide truly universal health care.
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THE “CON" SIDE

A unified, single-payer insurance plan that provides universal
access to medications seems like an ethically sound and fundamentally
Canadian program to have. However, when the evidence for imple-
menting such a program is critically examined, doubt arises about
its ability to achieve the overarching goal of improving access to
medications while minimizing cost to taxpayers.

A frequently cited rationale for a national drug plan is cost
savings.' In a report published recently in the CAMA/, Morgan and
others? estimated a cost savings of $7.3 billion annually. When
interpreted at a superficial level, this theoretical reduction in
prescription drug spending with implementation of a national
drug plan appears attractive’; however, there are several limitations
to this estimate. Morgan and others® created a model that
suggested $4.2 billion to $9.4 billion would be saved if their
projections were accurate. The total cost of prescriptions was based
on the volume of prescriptions purchased, the products selected,
and the prices paid for these products.? As the authors admitted,
it is difficult to simulate how these parameters would change with
the institution of universal drug coverage.? Despite the expertise
of the study authors in the area of health economics, the estima-
tion of cost savings from this model is not purely objective math;
a degree of subjectivity is required when deciding the amount
of variation to assume within these parameters after theoretical
application of a national drug plan. This approach becomes
somewhat problematic, as the 3 papers cited in the CMA/ article?
as the sources for modelling this variation were all written solely
by Morgan, who is an outspoken proponent of universal drug
coverage. This subjectivity, along with the challenges of accurately
modelling future prescription drug costs in a system with an
entirely different payment structure, should prompt cautious
interpretation of large cost-savings figures.

Successful national drug plans, such as New Zealand’s, are
able to decrease drug expenditure by negotiating lower drug
pricing from manufacturers. Thus, proponents of a national drug
plan suggest that unified national negotiating power will reduce
costs. However, Canada already has an avenue by which this is
achieved: the pan-Canadian Pharmaceutical Alliance.? Through
this initiative, provinces and territories are able to negotiate savings
on both brand and generic drug costs. This initiative saves an esti-
mated $490 million dollars annually on drug costs for Canadians.?

Given that Canada already has a system in place to negotiate
the cost of prescription drugs, the main alternative to reduce
spending is to institute a more restrictive formulary. This type of
model would face backlash from patients, prescribers, and
advocacy groups that would no longer receive drug funding for
treatments that were previously covered under provincial plans.
For universal drug coverage to achieve meaningful cost savings,
a unified, more restrictive formulary would need to be instituted,
and this would decrease accessibility to medications for
Canadians.
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Supporters of a national drug plan argue that it would
improve access to prescription drugs for patients with low
incomes.! However, a study published by the Commonwealth
Fund in 2014 reported that 8% of Canadians with below-average
incomes had not filled a prescription or had skipped doses because
of cost.? This figure mirrors that of Germany (8%) and is less than
those of France (11%), Australia (14%), and New Zealand
(18%),%*> which suggests that Canadians do not experience
significant cost barriers preventing them from adhering to
medications, relative to citizens of countries that have national
drug coverage programs.

Proponents of a national drug coverage plan also suggest that
immediate cost barriers (e.g., copayments and deductibles) would
be decreased with a national pharmacare plan.! However,
countries with this type of plan do not fully cover out-of-pocket
expenses, and Canadians would continue to pay these costs, as
they do under current provincially delivered plans. For example,
out-of-pocket expenses represent more than 30% of total spend-
ing in Australia, Norway, and New Zealand—all countries with
national pharmacare plans.® This proportion is comparable to that
in Canada, where out-of-pocket expenses are 25%, less than the
aforementioned countries.®

Those in favour of a national drug coverage plan acknow-
ledge that private insurance plans would need to remain as integral
payers for medications. It is simply not feasible to abolish private
insurance altogether; for example, in 2013, private insurers ac-
counted for $10.1 billion of prescription drug expenditure in
Canada (the public sector accounted for $12.1 billion).” The
private insurance industry, in which the consumer pays for the
service, is robust and sustainable. However, a national pharmacare
system coexisting with private insurance plans would be counter-
productive to the goals of a national insurance program.
Medicines would not be equally accessible to all Canadians, and
the proclaimed undesirable “patchwork” of insurance programs
would persist.

Another important question to answer is whether the federal
government is an appropriate entity to deliver this aspect of health
care. Since the Canada Health Act was passed in 1984, the
provinces and territories have been administering and delivering
the majority of Canada’s health care services.® It does not seem
appropriate to give the federal government responsibility for drug
coverage when the provinces are responsible for funding hospitals,
physicians, and other personnel and medical services. In a survey
performed in 2015 on the topic of national pharmacare, 85% of
respondents stated that they were concerned about the federal
government’s ability to administer the proposed plan efficiently
and effectively.’

A national drug plan would add complexity to the current
system, without offering a substantial benefit. Projections of cost
savings to consumers, and the country as a whole, are flawed and
are unlikely to be realized with such an enormous consolidation
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of essential services. Provincial governments are experienced in

delivering drug coverage plans tailored to their populations’

specific needs, and flexibility within the current system allows

for a sustainable combination of public and private payers for

medications. In practice, Canadians already experience the best

aspects of a national drug coverage plan; the formal institution of

such a plan will only increase bureaucracy and complicate delivery

of services, without adding value for patients.
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