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While Health Canada is preparing
to completely change the way
maximum prices for new drugs
are established, it seems that little
attention is being paid to the
impact of this kind of public policy
on the availability of new drugs.
Yet similar policies are responsible
for quite unenviable situations in
certain countries.

THE ROLE OF PHARMACEUTICAL

INNOVATION

Pharmaceutical innovation allows many
people to live longer, healthier lives. When
it comes to cancer, innovative drugs led to
a reduction in the number of premature
deaths of 8.4% in Canada from 2000 to
2011, whereas projections predicted an
increase of 12.3% over the same period in
the absence of such drugs.! Looking spe-
cifically at days of hospitalization related
to cancers, one study concluded that these
would have been almost twice as high in
2012 without the benefits of recent phar-
maceutical innovation.?

Thanks in part to the introduction of new drugs,
the elderly live longer. Some 73% of the increase
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Proportion of new drugs marketed, 2015
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Note: New drugs developed between 2009 and 2014 that were brought to market as of the fourth
quarter of 2015.

Source: Government of Canada, Patented Medicine Prices Review Board, Annual Report 2016, Share of
NASs launched by OECD country, Q4-2015, October 27, 2017, p. 48.

into account, among other things, this research, as well as a
certain return on investment.

in life expectancy at birth from 2000 to 2009 was

thus due to the consumption of drugs launched
after 1990. Workers also remain on the labour
market longer, and many people enjoy a better

quality of life.3

This innovation nonetheless depends on a fragile
economic equilibrium, as the research needed to
make these discoveries requires colossal invest-
ments and numerous years of work. To maintain

The interests of patients are better served when prices are
the result of the intersection between manufacturers’ sup-
ply and the demand of their clients, and allow for pharma-
ceutical research to be financed. Indeed, insurers have an
interest in expanding their coverage in order to retain their
clients and attract others (and in order to fulfill their mission,
in the case of public insurers). From the other side, the
need of drug manufacturers to sell their products gives
them an incentive to limit the prices they charge.

this balance, pharmaceutical companies introduce

innovative drugs first in markets where the prices
of drugs are determined in such a way as to take

However, when prices are set artificially low through the
use of regulation, as Health Canada recently suggested
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doing, there is a risk that patients will end up pay-
ing the price. The federal agency wants, among
other things, to modify the list of countries con-
sidered when establishing maximum prices for
drugs, which would have the effect of lowering
this ceiling.* In other words, comparing Canada to
countries that have more limited access to innova-
tive drugs could create the same problem here.

CANADA'S ENVIABLE SITUATION

Currently, Canada is often one of the first coun-
tries where new drugs are introduced, since prices
and reimbursements by public plans do take into
account the required investments. Other places,
where policies do not account for the research
and development needed, obtain these same
drugs much later. In certain cases, like in New
Zealand, a country often cited as an example for
its drug prices,® the public system'’s access to
treatments for diseases that are exploding like
diabetes, cancer, and high cholesterol can be de-
layed by more than ten years compared to
Canada.®

As shown in Figure 1, Canada was ranked 4t in
2015 among comparable countries in terms of the
proportion of new drugs brought to market, be-
hind the United States, Germany, and the United
Kingdom, with 61% of new drugs marketed. In
comparison, only 13% of new drugs had been
launched in New Zealand. In Portugal, which re-
cently adopted rules similar to those proposed by
Health Canada for setting the prices of new drugs,
only 49% of drugs were marketed.” When it comes
to delays in launching new drugs, Canada is the
second fastest after Japan, with an average time
to launch of just 90 days after approval, versus
over 400 days for New Zealand, and nearly 300 in
Portugal.®

THE DANGER OF UPSETTING THE BALANCE
The Canadian regulatory environment for new
drugs is increasingly controlled by organizations
that do not buy drugs but that have a substantial
influence on prices and on levels of reimburse-
ment.? A reform giving these organizations a great-
er role and detaching drug prices from market
principles could significantly reduce Canadians’
access to drugs.

Canada could thus unintentionally wind up at the bottom
of the pack in terms of access to new drugs. Since Canada
is a country with a relatively small population, it could be-
come more attractive for pharmaceutical companies to
market their drugs first of all in places where the number of
patients is higher.

The regulation of new drug prices must take into account
the Canadian reality and the investments required to pro-
duce these drugs so that Canadians can benefit from them.
Before intervening even more in this market, public deci-
sion-makers should appreciate the privileged access to in-
novative drugs that Canadians enjoy, as well as the fragility
of the balance that underpins this access.
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