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C anada lags behind most other OECD countries
when it comes to public reimbursement of prescrip-
tion drugs and medicines. That’s partly because

most other leading industrialized countries approach public
drug plans differently than Canada, resulting in far broader
access for their residents. 

We have found this to be the case in each of our annu-
al surveys of OECD countries over the last three years. The
latest report, published in November 2009, compares public
reimbursement of pharmaceuticals in OECD countries. This
year’s version expands the number of countries to 25 and
compares access to the 103 drugs reviewed by the Canadian
Expert Drug Advisory Committee (CEDAC), a component of
the Common Drug Review (CDR), since the CDR’s inception
in December 2003 to the end of 2008. Public drug plan
reimbursement measurements were taken in July 2009. For
the third year in a row, the report demonstrates that Canada
lags behind other OECD countries. 

Pharmaceuticals are not part of the medicare system
when dispensed outside the hospital in Canada. Provincial
public drug plans were developed to close part of this gap so
that patients could have access to medicines that are now a
key component of the health care system. The results of the
report beg the question of whether Canadians are getting
appropriate access to medicines through our public drug
plans. It should also be food for thought for public drug plan
managers, who must make difficult choices within their
allotted budgets, and for the tens of thousands who run into

health problems only to discover they have to make do with
something other than the latest in treatments.

Over the last quarter century, pharmaceuticals coupled
with advances in medical knowledge have contributed to
incredible improvements in virtually every field of medicine.
Studies by the Canadian Cancer Society indicate that 80 per-
cent of children with leukemia are still alive five years after
diagnosis, while in the early 1970s, only a minority of chil-
dren survived leukemia. This improvement in survival rep-
resents important advances in drug discovery coupled with
improvements in overall care of cancer patients. 

AIDS patients have also benefited. The first case of AIDS in
Canada was reported in 1982. Following a steady rise of
HIV/AIDS-related deaths until 1995, the introduction of inno-
vative pharmaceuticals has had a dramatic effect on reducing
deaths — by 66 percent for males and 43 percent for females,
according to the Public Health Agency of Canada. The new
HIV/AIDS treatments have also improved the quality of life of
patients, by decreasing the pill burden and reducing side-effects. 

Medical research leading to better prevention, diagno-
sis and treatment has also resulted in a dramatic decline in
the cardiovascular disease death rate in Canada over the
past 50 years. According to Health Canada’s Cardiovascular
Disease Surveillance On-Line, between 1969 and 1999,
mortality rates for all cardiovascular diseases decreased by
56 percent. This improvement happened not all at once,
but through continuous innovations in lifestyle (diet and
exercise), surgical techniques and medicines.

CANADIANS NEED BETTER
ACCESS TO MEDICINES
George Wyatt

Around the world, innovative new treatments are being developed and deployed to
treat diseases from Alzheimer’s and cancer to diabetes and osteoporosis. Yet
Canadian patients who rely on public drug plans are not getting the same level of
access to these new medicines as patients in other developed countries. These are
the conclusions of a report commissioned by Rx&D, and written by George Wyatt
of Wyatt Health Management, which studied public drug plan reimbursement of
medicines in 25 OECD countries. In this article he outlines the report.

Dans le monde entier, des traitements novateurs sont actuellement mis au point et
appliqués pour combattre de nombreuses maladies, du cancer au diabète en passant
par la maladie d’Alzheimer et l’ostéoporose. Mais les patients canadiens couverts par un
programme public d’assurance-médicaments n’ont pas le même accès à ces nouveaux
traitements que ceux des autres pays développés. Telle est la conclusion d’un rapport
commandé par Rx&D et préparé par George Wyatt sur le remboursement des
médicaments offert par les régimes d’assurance-médicaments de 25 pays de l’OCDE.
Dans cet article, l’auteur présente les grandes lignes de son rapport.
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Innovative medicines are proven
cost savers as they help patients live
longer, more productive lives; reduce
costs related to employee absenteeism
and disability; and lessen demand on
other, more expensive areas of the health
care system, such as hospital stays and
surgeries. Yet public drug plan managers
usually have to deal with a stand-alone
budget. Adding a new drug may benefit
the health care system, but the drug plan

manager may have difficulty in finding
the funding in his or her budget. Our
report asks whether this approach gives
Canadians good value for tax dollars.

Canada spends about 10 percent
of its GDP on health, ranking 6th out of
21 OECD countries. Governments in
Canada consistently pay about 70 per-
cent of the total health care costs. The
2007 figures rank Canada 19th out of
24 OECD countries. 

Canada spends 17.7 percent of its
total health expenditure on pharmaceu-
ticals, including drug costs — prescrip-
tion and non-prescription, distribution,
and professional fees and allowances.
This ranks Canada 7th out of 21 countries
(data are not available for all countries),
which is close to the average of 15.4 per-
cent in this category, grouped with coun-
tries such as Italy, France and Belgium.

Canada and the United States are
in a virtual tie for last place compared
to the other countries on public spend-
ing on pharmaceuticals, at 37.5 per-
cent (figure 1), which is about half the
average (70.9 percent) of the other
countries studied.

These figures demonstrate that gov-
ernments in other countries pay a much
larger share of the overall costs of phar-
maceuticals as an integrated part of
health delivery. Canadians are fortunate
to have a strong private drug plan sector
in Canada, but this may be somewhat at
risk because of the economic slowdown. 

Sometimes we hear that drug costs
are rising too quickly or are too high. In
Canada they have risen from 8.5 percent
of total health expenditure in 1978 to
17.7 percent in 2007 — in effect dou-
bling as a percentage of health care
spending over the last 30 years. It is
important to note that the reporting
methodology includes costs related to
generic and patented prescription drugs,
over-the-counter drugs, allowances and

fees, and personal care products.
Looking at absolute growth in drug costs
without context paints a misleading pic-
ture because the increasing use of phar-
maceuticals is due to many legitimate
factors, including the value of medicines
for improved patient outcomes.

H owever, while a drug may pre-
vent a hospitalization, the reality

for governments is that someone is
always there to fill that hospital bed.
There never seem to be enough beds
even though many hospitals run

deficits. The reality is that pharmaceu-
ticals play a valuable role in the overall
delivery of health. Without new and
innovative pharmaceuticals, the hos-
pital situation would be much worse.

We have seen that Canada ranks
above average when it comes to percent
of GDP spent on health, but the contri-
bution made by governments is below
average. Canada also ranks above aver-
age when it comes to the percentage of

health care dollars used for
pharmaceuticals. And Cana-
dian governments rank last
out of 21 countries studied in
the public portion of phar-
maceutical spending. Is it
possible that Canada’s sys-
tem leads to the under-fund-

ing of pharmaceuticals by governments? 
The report focused on the drugs that

are common to at least 15 of the 25 coun-
tries studied. This means that the list of
drugs was reduced from 103 to 82. Figure
2 shows the percentage of those 82 drugs
that is reimbursed by public drug plans in
each of the countries. “Percent Public
Positive Reimbursement” counts a drug
as reimbursed if it is reimbursed in any
way, shape or form, even in the most lim-
ited way.

Over 90 percent of the drugs were
reimbursed in seven countries. On aver-
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FIGURE 1. RELATIVE DRUG EXPENDITURE BY SOURCE, 2008 (SELECT OECD
COUNTRIES, N = 21)

Pharmaceuticals are not part of the medicare system when
dispensed outside the hospital in Canada. Provincial public
drug plans were developed to close part of this gap so that
patients could have access to medicines that are now a key
component of the health care system. 

Notes: 12007 22006 32005 42007 (OOP) 52006 (OOP)
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age, 74 percent of the drugs studied are
reimbursed by public drug plans in the
countries studied. CEDAC recommend-
ed that only 56 percent of the drugs be
reimbursed. Canada ranks 20th out of
the 25 countries studied. This is well
below the average and comparable to
the standing of Iceland and Turkey. The
average falls to 52 percent when we
consider the actual reimbursement by
Canadian public drug plans. 

In figure 2, Canada is represented
by the CDR recommendations. CDR
has recommended “Do Not List” for 36
drugs, which is the highest number
among all countries.

A “biologic drug” is defined as a sub-
stance that is made from a living

organism or its products and is used in
the prevention, diagnosis and/or treat-
ment of cancer and other diseases. The
introduction of biologic drugs over the
past 10 years has been challenging for
those charged with making reimburse-
ment decisions. Of the 103 drugs
reviewed by CEDAC since 2003, 20 are
biologics. One of those drugs was with-
drawn from the market and two are not
available in many countries, leaving 17
drugs to be analyzed.

Figure 3 shows that Canada and
New Zealand are tied for 21st place, reim-
bursing only 35 percent of the biologic
drugs in this study. This means that 80
percent of the countries studied allow
some form of public reimbursement for
more new, innovative biologic drugs
than either CEDAC recommends or
PHARMAC (Pharmaceutical Mana-
gement Agency of New Zealand) reim-
burses. This is well below the average of
75 percent. No fewer than seven coun-
tries reimburse 100 percent of the bio-
logic drugs.

These drugs are often used for con-
ditions that are difficult to treat or may
indeed be life-threatening. Are
Canadian lives at risk because of the
way these drugs are being assessed?

W hen we hear the word “innova-
tion,” terms like “first” come to

mind. Many publications speak of
“First-in-Class” drugs but there is no

agreed-upon definition for what con-
stitutes a “First-in-Class” drug. Still, we
want to know how Canada ranks when
it comes to fostering innovation.

For the purposes of this study,  a
“First-in-Class” drug is defined as hav-
ing one or more of the following char-
acteristics: 
l Represents a new chemical entity

in a new class of drugs 
l First drug for a specific disease

where no other effective treat-
ment is available 

l First drug type to be taken in a new
format (e.g., oral vs. intravenous) 

l An innovative drug that the medical
community generally believes to
represent a medical breakthrough 
Combination drugs of already

existing products are not considered to
be “First-in-Class” drugs, and it should
be noted that “First-in-Class” does not

George Wyatt
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FIGURE 2. PERCENT PUBLIC POSITIVE REIMBURSEMENT OF 82 COMMON DRUGS,
2009 (SELECT OECD COUNTRIES, N = 25)
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FIGURE 3. PERCENT PUBLIC POSITIVE REIMBURSEMENT OF 17 COMMON DRUGS,
2009 (BIOLOGICS — SELECT OECD COUNTRIES, N = 25)
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Canadians need better access to medicines

necessarily confer “Best-in-Class” sta-
tus on a drug.

Based on this definition, 24 of the
103 drugs in the study were considered
“First-in-Class.” Of the 24 drugs, 21
were common to all countries studied.
Once again, in figure 4, Canada ranks
near the bottom of the list, ranking
21st out of the 25 countries studied for
reimbursement of these drugs. 

Figure 5 provides a snapshot of
what percentage of drugs the different
public drug plans in Canada reimburse
and illustrates the large range that
exists within Canada. 

The plan for Veterans Affairs Canada
(VAC) reimburses most drugs, usually on
a case-by-case basis. This means a drug
may be reimbursed, or not, based on
whether the patient’s physician can con-
vince the drug plan that the drug is nec-
essary. Quebec does not participate in the
CDR and reimburses more drugs than
any other province in Canada. Quebec
also has developed government policy
about pharmaceuticals. Quebec wants to
provide good treatments for its residents
and also wants a viable pharmaceutical
sector operating in the province. For
Quebec, it is not only about cost, it is
about investment in health and in jobs.

Ontario passed the Transparent
Drug System for Patients Act in 2006,
and we are starting to see differences
in how drugs are reimbursed in
Ontario. It is adding more drugs to the
reimbursement lists than other
provinces that participate in the CDR.
Ontario has the most unrestricted list-
ings (24), but the province also has the
second-highest number of drugs reim-
bursed on a case-by-case basis.

Most provinces reimburse around
the average number of drugs, which is
also close to the percentage recommend-
ed by the CDR. PEI and the Department
of National Defence (DND) reimburse
fewer drugs than other public plans.

Figure 5 shows public drug plan
reimbursement in Canada generally.
Figure 6 shows how the public plans in
Canada actually reimburse the 82 drugs
in the study. Quebec provides the most
actual listings. Veterans Affairs and
Ontario reimburse many drugs

through their respective case-by-case
mechanisms, which is by no means
certain. Anecdotal reports indicate that

case-by-case reimbursement for some
of the drugs is not impossible, but is
very difficult to obtain. This begs the
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FIGURE 4. PERCENT PUBLIC POSITIVE REIMBURSEMENT OF 21 COMMON DRUGS,
2009 (FIRST-IN-CLASS — SELECT OECD COUNTRIES, N = 25)
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FIGURE 5. PERCENT PUBLIC POSITIVE REIMBURSEMENT OF 82 COMMON DRUGS,
2009 (CANADIAN PUBLIC DRUG PLANS, N = 13)

Note: 1Department of National Defence 2Non-Insured Health Benefits Program 3Canadian Expert Drug
Advisory Committee 4Does not participate in the common drug review 5Veterans Affairs Canada
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question: Is there a threshold by which
we should categorize a drug as truly
reimbursed? If yes, what should it be?

Recommendations from CDR have
an impact on the public drug plans in
Canada. CEDAC “Yes” recommenda-
tions are applied differently by public
drug plans based on several factors,
including plan objectives. This leads to
significant variation in the relative ease
of reimbursement, from “General
Benefit” with no conditions, to “Listen
with Criteria,” to “Reimbursed Case by
Case,” to “Not Reimbursed.” This means
a drug may or may not be reimbursed
even with a positive CEDAC recommen-
dation, essentially a “Maybe.” 

When CDR recommends “Do Not
List,” the public drug plans are contin-
uing to interpret this recommendation
as “Do Not Reimburse” at all. Does this
mean that appropriate therapy is
denied? This point was raised in last
year’s report and we have not seen any
progress on this issue. 

These findings raise the concern
that patients may not be getting the
therapy they need because the system
is designed to recommend a drug only
if (1) it suits the majority of the popu-
lation and (2) it is deemed “cost-effec-
tive.” The system, in most cases, does
not allow for individualization of ther-
apy. Is this consistent with best med-
ical practice? We have to find a better
solution. People are being left behind.

T he 82 drugs in the study represent a
wide number of drug categories.

Comparing the reimbursement of drugs
categories among the 11 major Canadian
public drug plans and the remaining 24
countries yielded some interesting infor-
mation (table 1). The numbers for the
individual disease states are small, but
there seem to be significant differences in
how disease categories are treated. For
example, diabetes is becoming a bur-
geoning problem in Canada. There is a
national strategy to combat diabetes, yet
newer medications for diabetes are not
being reimbursed very well. How is offer-
ing fewer options for drug therapy help-
ing the national strategy? More
investigation is planned in future studies.

Governments in Canada pay a
smaller share of spending in both
overall health care and pharmaceuti-
cals than governments in other

OECD nations. Overall spending on
pharmaceuticals is not out of line
with that found in other developed
countries, but governments in

George Wyatt
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TABLE 1. DISEASE REIMBURSEMENT

Rest of world, percent Canada, percent public
jurisdictions reimbursing Disease area plans reimbursing

86 Rheumatoid arthritis 94
84 HIV/AIDS 93
92 Cancer 79
86 Ophthalmology 66
90 Hepatitis B 61
88 Aspergillosis 59
86 Hypertension 59
83 Migraine 55
75 Pulmonary hypertension 55
45 Contraception 55
82 Respiratory 50
90 Schizophrenia 45
88 Acromegaly 41
80 Endocrine 39
78 Other conditions 38
93 Neuropathic pain 36
87 Parkinson’s 36
82 Diabetes 27
69 Enzyme replacement 23
89 Alzheimer’s 9
87 Osteoporosis 9
81 Overactive bladder 5
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Canada rank last among the coun-
tries studied in the public contribu-
tion toward pharmaceuticals. 

CDR does have an impact on pub-
lic drug plan decisions. We still see that
“Yes” pretty much means “Maybe” and
“No” pretty much means “No.” As
noted, public drug plans in Canada are
often not reimbursing at all when CDR
says “Do Not List.” We believe that this

needs to change because medicines
that are not being reimbursed may be
appropriate for a number of patients.

The Common Drug Review has
continued to update its processes
since its inception in 2003. Data from
Wyatt Health Management’s CDR
Tracker® also show that CDR com-
pletes its reviews in a timely manner.
The CEDAC recommendations are a
function not of how well CDR does
its job, but how recommendations
are delivered. Currently, CEDAC rec-
ommendations are worded as “List,”
“List in a Similar Manner,” “List with
Criteria” or “Do Not List.” It is our
opinion that the wording of these
recommendations limits the useful-
ness of the CDR because of the way
they are interpreted by public drug
plans, especially “Do Not List.”

In the past, “Do Not List” usually
meant that the drug was not listed on
the formulary, but special authoriza-
tion mechanisms allowed for the drug
to be reimbursed on a case-by-case
basis. As noted earlier, that type of
reimbursement is still available.
However, now “Do Not List” is often
interpreted as “Do Not Reimburse” in
any way. As the CDR states on its own
website: “The CDR was set up to
reduce duplication, and provide equal

access to high level evidence and
expert advice, thereby contributing to
the quality and sustainability of
Canadian public drug plans.”

It is possible that much of the
work that CDR does goes down the
drain when a “Do Not List” recom-
mendation is issued because the
public drug plans usually decide to
not reimburse. A re-submission to

CDR is necessary to change the rec-
ommendation. This can add a year
or more to the reimbursement
process. We recommend a different
approach. It is our opinion that the
CEDAC recommendations should
focus not on a “Listing” but on the
“Place in Therapy” for the drug
under review.

In essence, this is what CEDAC
does anyway when it recommends
that a drug be “Listed with Criteria.”
“List with Criteria” is the predominant
positive CEDAC recommendation,
making up nearly 69 percent of all pos-
itive CEDAC recommendations.

There are a number of benefits to
following this approach:
l Payers often see some value in the

new drug, but when the drug does
not pass the “Listing Threshold,”
payers are in a quandary as to how
to reimburse the product. Deter-
mining “Place in Therapy” has the
potential to provide more overall
value for drug plans because that
type of recommendation reduces
the need for additional clinical
review that takes place in a num-
ber of provinces.

l The well-established CDR process
does not have to change signifi-
cantly.

l “List with Criteria” (“Place in
Therapy”) is already well under-
stood by stakeholders

l “Listing” or, more correctly,
“funding” is still decided by the
public payers.

l Reimbursement criteria can still
change over time with the devel-
opment of new evidence.
Our report only scratches the sur-

face. A more inclusive
national dialogue on phar-
maceutical care is necessary
to find real solutions.

New drug therapies may
continue to increase drug
costs. However, new drug
therapies may not drive up
overall treatment costs. Just
because a new drug is not
reimbursed does not mean

that the patient goes away unless he or
she dies. Patients who are not doing well
on current therapy will usually look for
substitutes, such as other pharmaceuti-
cals or health services, including hospi-
talization. Those substitutes may be
ineffective (wasting resources) or far
more costly than the therapy under con-
sideration for that patient. It is important
to see new medicines, not solely as a seg-
regated cost but as an investment in bet-
ter, more cost effective health care.
Governments may state that is what they
are doing now, but the study results
speak differently.

New medicines and vaccines are
part of the solution by improving
patient outcomes and helping to make
our health care system sustainable by
reducing costs elsewhere in the health
care system. 

Isn’t it better to look for more
ways to provide appropriate therapy?
What is the real cost of not providing
appropriate therapy? We need to find
better ways to say “yes” to people
who really need the right therapy.

George Wyatt is the managing director
and founder of Wyatt Health
Management’s parent company, Wyatt
Management Consulting Inc. He has been
involved with the pharmaceutical/biophar-
maceutical sector for over 25 years. 
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It is possible that much of the work that CDR does goes down the
drain when a “Do Not List” recommendation is issued because
the public drug plans usually decide to not reimburse. A re-
submission to CDR is necessary to change the recommendation.
This can add a year or more to the reimbursement process. We
recommend a different approach. It is our opinion that the
CEDAC recommendations should focus not on a “Listing” but on
the “Place in Therapy” for the drug under review.


