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Prescription drug coverage:
An essential service or a fringe benefit?
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he study in this issue by Anis and colleagues on user

fees for prescription drugs? highlights one of the

most salient contradictions in the Canadian health
care system. Equal access to medically necessary services is
a cherished and protected principle of the Canada Health
Act. But when it comes to prescription drugs, they are only
considered medically necessary if given in a hospital setting.
This inconsistency in policy creates daily paradoxes in care
delivery that systematically undermine efforts to extend our
hospital-centric system into ambulatory and home-care en-
vironments.

Consider the following notional example: Mr. J, a 56-
year-old man, is admitted to hospital with an acute myocar-
dial infarction, undergoes emergency angioplasty, is started
on treatment with a calcium-channel blocker, B-blocker,
lipid-reducing drug and ASA, and is discharged 3 days later
as part of a state-of-the-art early discharge follow-up pro-
gram. The total cost for emergency and hospital care is
$15 000 ($5000 for the angioplasty and $10 ooo for the hos-
pital stay and services, which include $goo for 3 days of in-
travenous and oral drug therapy). The cost paid by the pa-
tient is zero, regardless of which province he’s in — a
testimony to the success of the Canada Health Act in facili-
tating equitable access to medically necessary care across the
country. But after discharge, the same medically necessary
drug treatment begun in hospital will cost the patient $1400
per year if he lives in New Brunswick, $8oo in Saskatchewan
and $200 in British Columbia. Why? Because although each
province has instituted some form of drug insurance cover-
age to rectify the gap in the provision of medically necessary
drugs, the programs vary in comprehensiveness, eligibility
and access. This patchwork of programs results in consider-
able differences in out-of-pocket expenses for patients with
the same health problem.2

At present, provincial insurance programs apply a double
standard — they institute user fees for prescription drugs, as
a way of controlling unnecessary use, but not for medical or
hospital services because of prohibitions by the Canada
Health Act. It is difficult to justify the continued application of
this double standard. First, angioplasty is no more important
or worthy of first-dollar coverage than the (-blocker therapy
that could have obviated its need. Second, decades of research
have shown that user fees do not achieve the intended pur-
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pose. People will reduce the use of both essential and less es-
sential drugs when asked to pay for part of the cost, or they
will seek free drug treatment through admission to hospital
or a long-term care facility, as was observed by Anis and col-
leagues? and others.3

Anis and colleagues used administrative data collected by
the Ministry of Health of British Columbia to look at the pat-
tern of utilization of health care services among BC residents
65 years of age and older who had rheumatoid arthritis. El-
derly patients in British Columbia must pay the dispensing fee
for prescription medications, but not the ingredient costs, to a
maximum of $200 each year, after which the provincial drug
insurance plan covers all fees for the remainder of the year.
The authors found that patients had fewer prescriptions filled,
but used more physician services, during the cost-sharing pe-
riod (the period before they reached the $200 maximum) than
during the free period (when all drug costs were covered by
the province). Although the patients were equally likely to be
admitted to hospital during the 2 periods, there were more ad-
missions per month during the cost-sharing period than dur-
ing the free period among patients who were admitted to hos-
pital. Other studies have also shown that immediate savings in
drug treatment are offset later by increases in the rate and
costs of medical visits, emergency care and hospital admis-
sions.3 Indeed, the BC study probably underestimated the
magnitude of the increase in use of medical and hospital serv-
ices, because only patients who could afford to pay the $200
annual maximum to receive free medications were included.

The need for reform in prescription drug coverage policy
has been recognized.+s In Canada, the federal agenda for
health care renewal includes the institution of a national
pharmaceuticals strategy aimed at providing affordable ac-
cess to needed drug therapy.+ Although the national strategy
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goes beyond many prior policy reforms in recognizing and
addressing the challenges in optimizing the cost-effective use
of prescription drugs, it does not address the fundamental in-
equity between provinces in access to essential prescription
drugs.+ The g-point program that is to be instituted over the
next 1o years would have little, if any, impact on the costs of
essential medications for Mr. J. Even the prospect of cata-
strophic drug coverage is to be assessed relative to potential
costs with no promise of implementation.

The persistent annual increase in prescription drug expen-
ditures of 10%-15% per years” may explain the federal gov-
ernment’s reticence to provide a more definitive policy re-
sponse to obvious inequities in the Canadian health care
system. Prescription drug expenditures have surpassed
$18 billion annually in Canada and are estimated to exceed
$200 billion in the United States.s© Prescription of new drugs
and an increase in the number of drugs per person are the
primary cost drivers.s Another factor is the 1987 and 1992 fed-
eral government decision to extend and strengthen patent
protection to foster a healthy pharmaceutical industry, which
is now being felt in health care:>1 expenditures on patent-
protected medication have increased dramatically over the
decade, from 43.8% to 67.4% of total drug costs.t

Over- and underuse of prescription medications, errors in
prescribing, dispensing and administration, and suboptimal
adherence to essential treatment compromise the potential
benefits of drug treatment2 and in turn contribute to avoidable
health care expenditures in Canada. Methods of optimizing the
cost-effective use of prescription drugs are needed to sustain
equitable access to prescription drugs for Canadians. The con-
troversial Medicare Reform Bill, which promises $400 billion
in prescription drug coverage over the next 10 years for elderly
Americans, has provided one policy option for cost control that
heavily subsidizes the costs of prescribing decisions made by
physicians and drug costs established by the industry, with
user fees to be paid by patients.s It is time for Canada to imple-
ment more aggressive and creative policy action to provide eq-

uitable access to essential prescription drugs. This action
should encompass efforts to minimize inappropriate and inef-
ficient prescribing practices; it should also revisit Canada’s
pharmaceutical patent protection laws and the regulatory
framework for initial and continuing drug approval.
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