














Table 9.3

Comparative Data for Innovator and First Generic Firm :
29 Major Drugs, 1956-84

eneric Name rand Name'
ubmissioa
PNDS

(1)

learance
PNDS

(2)

PNDS:
Lagi n

Ckaraace
(moat►s )
(2}(1 )

(3)

ubmission
NDS
(4)

learanc e
NDS/NO C

(S)

PERPHENAZINE TRILAFON - - - 05-12-56 23-0 1-57
(Schering )
PHENAZINE Old Drug Unknown I8-11-74 1
(ICN )

TRIFLUORO- STELAZINE - - - 04-01-58 20-06-58
PERAZINE (SKF)

NOVORIDA- Old Drug No NOS
ZIN E
(Novopharm )

SPIRONOLAC- ALDACTONE - - - 19-11-59 08-12-59
TONE (Searlc )

NOVOSPIRO- 08 -05-80 26-01-82 20 09-09-82 09 -02-84
TAN
(Novopharm)

AMITRIPTYLINE ELAVIL - - - 20-12-60 28 -02-6 1
(MSD )
LEVATE Old Drug - No NOS
(ICN )

DIAZEPA~t VALIUM - - - OS-01-62 08-0 2-6 2
(Roche)
VIVOL 25-02-69 29-04-69 2 14-01-70 12-05-7 0
( Horner )

CLOXACILLINE ORBENIN - - - 25-06-63 27-09-63
(AYent )
NOVOCLOXIN 0 6- 11-75 26-0 1-76 2 17-0 3-76 04-01-79
(Novopharm )

FLUOCItiOLONE SYNALAR - - - 26-03-62 OS-10-63
(Syncca )
FLUODERM Old Drug No NOS
(K-Linc )

BETAMETHASONE CELESTODERb - - - 13-04-64 16-02-65
(Schering )
BETAOERM Old Dr9g - NoNDS
(K-Line 1

OXAZEPAM SERAX - - - 12-03-64 21-06-6 5
(Wrnh )
OXPA%1 07-06. 71 19-09-78 3 31 -0 1-79 21-06-79

INDO M ETHACIN INDOCID - - - 01-07-64 22fi9-6 5
(NSO)
NOVO%4ETIIA- 17-0 7-73 22-0 1-77 1/ 2 2-10-79 09 -10-80
CIr E
(NoroPharm )

HALOPERIDOL HALDOL NoP N DS - - 05-01-65 21 -02-66
(Wtieil )
NOVOPERIDO 07 -0 2-79 2447-90 17 28•07-81 13-0a-1 i
(tio.opharm )
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NDS:
Lati ■

Clearance
(months l
(S)-(4 )

(6)

ate of
Marketing

(7)

Market
Exclusirityb

(months )
(8)

Market
Exclusirity°
after 1969
(months )

(9)

Date of
Licence

Applicatio n
( 10)

Dat e
Licence
Granted
(11)

Patent
Exclusirityd

(months )
(11)-(7 )

( 12)

Period of
Researc h
(months )
(4)-(2 )

(13 )

1 1957 180 30 180 -

5 01-73 01-74 II-74 -

5 1958 168 24 144 -

1972 08-69 04-70 -

1 12-59 291 166 204 -

16 03-84 06-75 12-76 8

8 1%1 124 13 120 -

9 06-7I 08-70 06-71 -

1 1962 96 0 96 -

4 1970 07-69 04-70 9

3 1%3 144 60 144 -

34 02-75 11-74 12-75 2

7 1%3 192 108 168 -

1979 04-76 04-77 -

10 1965 168 108 168 -

1979 03-78 06-79 -

Is 06•65 168 109 168 -

5 06•79 06-78 31-06-79 4

14 09-63 1111 125 109 -

I 2 10- 110 11-73 10-74 3 3

1 3 03•66 217 167 128

)3 04-14 04-75 11-76 12
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Table 9 .3 (continued )

Comparative Data for Innovator and First Generic Firm :
29 Major Drugs, 1956-8 4

eraeric Na . m rn ed Netae
Y► raissiora
PNDS

(1)

kenec e
PNDS

(2)

PNDS:
La8 i~

Ckan~ce
( ttr o tb )
(2}(1 )

(3)

ubwleaio w
NDS
(4)

kutarac e
NOS/TOC

(5 )

TRIAMTEREhE DYAZIDE - - - 264)6.61 16 .03-66
+ (SKF) I

HYDROCHLORO- NOVOTRIAM- 19-II-79 04-02-80 3 01-09-80 16-09-8 1
THIAZIDE ZID E

( Novop6arm )

ALLOPURINOL ZYLOPRIM - - - 06-10-64 25-03-66
(B.W . )
PURINOL 19-11-76 17-03-77 5 08-08-77 16-03-71
(Horner )

FUROSEMIDE LASIX - - - 13-12-65 I 5-06-66
(Hocchu )
NOVOSEMIDE 26-05-75 08-01-73 3 19-12-75 23-07-76
(hovopAum)

CLOFIBRATE ATROMID-S - - - 28-12-64 07-II-6 7
(A)au )
NOVOFIBRATE 18-12-73 01-11-76 1 1 12-04- 77 22 -06- 7 8
(Kovopdartn )

PROPRANOLOL INDERAL 11-06-61 29-1044 5 19-08-é6 08 -07-68
(Aycnt )
APO-PRO- 11-10-77 16-02-79 16 12-11-79 01 -06 -80
PRANOLOL
(Apae: )

FLURAZEPAM DALMANE - - - 23-10-61 16•12-70
( RocAc )
NOVOFLURAM 01-12-77 21-06-71 7 27-02-79 21-04 -80
(\ovopA+rm )

CEPHALEXI`E KEFLEX 23-03-69 23-11-69 1 20-01-70 07 -01-7 1
(LIIl) )
NOVOLEXIY 1+-02•77 11-01-71 11 26-03-71 15-09-78
(Koropherm )

RIFAMPIV RIFADIN 024 S-6/ I1-09-69 1 3 16 -0 2-71 10 4 2-7 2
Ma- )
ROFACT 1 6- 12-73 2"2-76 2 03-1 0- 73 17 -0 3-7 7

e ( ICN )

SALBl1TAt1OL VESTOLIN 19-02-69 03- 07-70 IS 11-01-72 20-10-7 2
(Gi.io)
KOVOSALMOL 09-074 1 08-11-12 16 2409-1) 1 449-1 4
(Sawoptum)

IBI:PROFE N MOTRIN 27-12-67 30-10-70 34 05-06-70 0 9 -12-7 2
(L'qoAta )
APOABIl- 104" I 06-01-12 4 20 .04-12 0 6-09-1 )
PR OFE!i
(APacs )
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rns:
La8 Is

Qesrarace
( mmo m tb )
(S}(4 )

(6)

ate of
Marketin g

(7)

Marke t
Exclusivitya
(wwüs )

(8)

Marke t
Exclusivitr
after 196 9
(ooatks )

(9)

Date o f
Licence

Application
(10)

Dat e
licence
Granted

(11)

Paten t
Exclusivi W
(moot6s)
(11)-(7 )

(12)

Period of
Researc Y
( mo®t6s )
(4}{2 )

(13 )

21 1966 I80 132 156 -

12 1981 04•78 01-79 7

17 1966 144 96 132 -

7 1978 12-76 08-77 5

6 06-66 122 75 83 -

7 08•76 05-72 05-73 4

35 01-6$ 125 97 81 -

14 06-78 01-74 10-74 5

23 07-68 141 119 131 2 2

S 0 4-80 06-78 06-79 9

26 03-71 110 110 69 -

14 05-80 09-75 12-75 8

12 1I•71 96 90 60 2

3 1979 03-75 11-76 4

12 02-72 63 63 41 1 7

19 05-77 01-75 07-75 4

9 10-72 141 141 81 I B

12 10-8 4 07•79 07-79 1 0

30 12-72 129 129 125 0

16 09-13 03•82 05-83 3
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Table 9.3 (continued )

Comparative Data for Innovator and First Generic Firm :
29 Major Drugs, 1956-8 4

eneric Name rand Name•
missioa

PNDS
(i)

learanc e
PNDS

(2)

P\DS :
La=i n

Ckanace
( moatlts )
(2)-(1 )

(3)

ubmissiom
NDS
(4)

learanc e

NDS/NOC
(5 )

CLORAZEPATE TRANXENE - - - 02-08-72 21-03-7 3
(Abbott )
rOVOCLOPAT 18-II-82 07-03-83 ♦ 21-12-83 11-8 4
(hovopharm )

TRIMETOPRIM BACTRIM 03-03-70 10-07-70 ♦ 27-10-72 16-08-7 3
(Roche )
APO-SULFATIM 31-08-78 21-02-79 6 13-06-79 30-10-7 9
(Apotex )

AMOXICILLIN AMOXIL 29-09-71 29-09-72 12 I7-07-73 07-02-7 4
(Ayerst )
AMOXICAM 20-09-76 22-11-76 2 25-01-77 30-01-7 8
(ICN)

NAPROXEN NAPROSYN 09-04-70 07-05-70 1 21-11-73 14-06-7 1
(SynteR )
NOVONAPROX 28-01-81 11-08-81 4 14-12-81 04-08-8 2
(Novopharm )

LORAZEPAI( ATIVA\ 03-03-71 17•12-71 9 14-OS-73 14-02-77
(Wyeth)
NOVO-LORA 19-01-83 26-07-83 6 21-03-84 in re•"
(Novopharm )

CI%tETIDI%E TAGAMET 30-05-73 23-09-75 4 074)9-76 31-0S-77
(SKF )
PEPTOL 01-10-79 24-01-80 3 14-05-81 03-09-8 1
( Norner )

METOPROLOL LOPRESOR 11-06-73 11-OS-71 II 19-08•76 27-06-77
TARTRATE (Gcijy )

APO-METO- 27-05-82 04-03-83 9 11-06-83 26-06-81
PROLOL
(Apwca )

KETOPROFEN ORI;DIS 05-09-72 02-10-73 13 22-01-75 29•11•77
( RAJnc-Pouknc )
APOKE- 19•10-83 iarevic. - - -
TROPOFE N
(Apdes )

• The first name is the brand name of the original patent Ao(der, The second is that of the fuu 8eneric compctit« .

a Date o/ marlctin8 0( inno.ator tas date oF marketing of 8cnctnc firat .

' Number of months of caclacivqy aftcr April 1970. the fini date on o bicA a compnl.orry IKVaa loae irr<+d aller
change in Patent Act .

Date of marictin j of ianorator less date o( licence of gencrrc fum

Note : Dates show dsy, month. and )car in that order .
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NIDS:
Lag I .

Clearance
( mon ths )

( 3)-(4 )
(6)

ate of
Marketin g

(7)

M arke t
Exclusivity6

(months )
(8)

Marke t
Exclusivity4
after 1969
(months )

(9)

Date o f
Licence

Application
(10 ►

Dat e
Licenc e
Grante d

(11)

Paten t
Exclusirity d

( months )
(11)-(7 )

(12)

Period of
Researc h
( months )
(4)-(2 )

(13 )

8 05-73 139 139 115 -

11 12-84 02-81 12-82 9

IO 08-73 75 75 63 27

4 II-79 08-77 11-78 4

7 01-74 48 48 48 1 0

12 02-78 08-76 04-77 2

7 06-74 98 98 60 4 2

9 08-82 04-78 06-79 4

21 03-77 75 4 1

- - 10-82 06-8 3

8 06-77 SI 51 37 1 2

4 09•81 07•79 07-80 4

10 06-77 87 87 87 2 7

22 09-84 10-83 0 1 -85 5

34 1 :-77 62 1 5

- - 02-81 02-83 -

383





Table 9.5

Duration of Clearance and Clinical Research Leading to
Notices of Compliance (NOC) lor New Drug Submissions (NDS),

Issued from 1981 to July 198 4

Patent-holdin g Firms Generic Firm s

Duratioo• Duration •

Clinical Clinica l
Year PNDS•• NDS R k D Total PNDS•• NDS R 6c D Tota l

1981 5.3 28.6 25.7 56.6 6.2 8.3 11.6 26 . 1
1982 4.7 31.9 29.8 66.4 5.4 6.7 7.5 19 . 9
1983 4.1 15.9 44.6 64.6 5.0 6.8 10.1 21 . 9
1984 (7 months) 3.7 19.2 34.6 57 .5 9.0 12.6 9.5 31 . 1

Mean 1981-84 : 4.7 24.6 33.1 62 .4 6.0 8.9 13.2 28. 1

• Mean values in months .

•• PNDS submissions cleared in 12 months or less .





















Chapter 1 0

The Retail Pharmacy Marke t

Approximately 20 per cent by value of pharmaceutical products are sold
to hospitals . The rest are distributed through pharmacies .

The conditions under which drugs are purchased in the retail market are
strongly influenced and sometimes determined by provincial programs and
policies respecting the prices of drugs, the interchangeability of one drug for
another, and the responsibility of pharmacists for selecting low-cost drugs . The
nature and application of these rules often depend on whether the drug
purchases are paid for by the general public, most of which carries private drug
insurance, or by the provincial governments themselves .

Provincial policies vary, but provinces have not sought to increase the
amount of competition or to lower drug prices to consumers by measures that
would make individual purchasers more sensitive to differences in prices .

Compulsory licensing of pharmaceutical products to import and
manufacture under Section 41(4) of the Canadian Patent Act has put generic
firms in a position to offer low prices for patented pharmaceutical products .
The average price of compulsorily licensed drugs sold by both patent-holding
and generic firms in Canada is approximately 54 per cent of the average U .S .
price for the same drugs, whereas the prices of drugs without compulsory
licences are 80 per cent of U .S . prices .

Sales of compulsorily licensed drugs by generic firms are affected by
provincial policies concerning the retail market for pharmaceutical products as
well as by the provisions of the Patent Act . In 1983, the share of the market for
the 32 compulsorily licensed drugs supplied by both patent-holding and generic
firms that was held by licensees was 22 per cent by value and 36 per cent by
volume. These drugs accounted for 13 .6 per cent of all sales of ethical
pharmaceutical products, so that licensees' sales of compulsorily licensed drugs
were 3 per cent of all drug sales . Generic firms also produced drugs not on
compulsory licence . Their share of the entire market for pharmaceutical
products was approximately 8 per cent .

Provincial governments set policies guiding the functioning of the retail
markets within their jurisdictions . These apply to the part of the market for
pharmaceutical products whoje cost the province itself reimburses and to the
private sector of that market in which customers may be reimbursed by third-
party private insurance companies or pay at their own expense .
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Table 10 . 1

Provincial Product Selection Laws : A Summary, 198 3

rrlaee

Data Pndoct
Sekctlon,

lssi+latios
Inrodocd

Per>.Isdst
w

111adtlory•

Rales
fut

Seleetlows
Determiaatioa

of Coat

Delermi n atio e
ollner -

changeability

Legal Protection
for Pharmacis t
and physician

Alberta 1%2 Permissive None specificdr None specified Pharmacist ; no formulary Not provide d

British Columbia 1974 Permissive Equal or lower priced than brand None specified Pharmacist ; no formulary Not provided
preacribedd

Maaitobr 1974 Permissive Lowest price brand' Formulary` Formulary No legal liability

New &aus+icl 1975 Permissive Equal to or kss than the brand Pharmacist's usual and Formulary No legal liability
prescribedr customary pricer

Newfornd4nd 1979 Permissive Lowest pice brands Formulary Formulary No legal liability

Nova Scau 19 13 Permissive Equal to or kss than the brand None specified Formulary Not provided
prescribed "

Ontario 1972 Permissive Lower priced brand to that pre- Lowest price brand in Formulary No legal liability
trcribed' pharmacists inventory '

►rioce Ed .ard hland No prod oct sekction kgisLtwn'

Quebec 1974 Permissive None specifiedt None specified Formularyt Not provided

Sa ►atchewaa 1971 Permissive None speatifieds None specified Pharmacist (1971-74); No legal liability
liability formulary
(1975 onwards )

• AU "tacts do wut albw p rodact sekctiora where the prescription is marked no substitution- or in the case of Alberta 'no equivalent° by the physician..In some instances the legislation

specsfies that the word+'no substitution" be In the physician i handwriting . This reflects the provision of prescription pages by some drug firms with the words -no substitution" already printed

acrau the pre.cripion. In othee .ords, the anus is on the physician to prevent sekction .

t,



s EmpAaw added in all footnotes to entr ies in this column .
r'whne a prescription rcfen to a drue . ., by a brand name the pharmacist j . . , may use a dru8 . . . that is the generic or brand name equivalent or that named in the prescription . . .

e-. . . a pharmaci .st may use as interchangeable pharmaceutical product where its price to the purchaser is no more than the price of the prescribed drug . "
E very perwn who dispenses a prescription for a drug . . . sholl . . . dispense an interchangeable pharmaceutical product other than the one prescribed . . . (if it( is lower in cost than the drug

pcacrrbcd.' This is quh fied by, No person shall knowingly supply an interchangeable pharmaceutical product . . . at a price in excess of the cost of the lowest priced interchangeable
pharmaceutical product . . . in the (janwalosyl' 1lencs the pharrnacist, whether he product selects or not, cannot charge more than the lowest priced interchangeable pharmaceutical product in

the fonnwla ry .
r Uatd Jona 29. 1913 the k8nlation read as followw `Every person who dispenses a prescription may . . . dispense an interchangeable pharmaceutical product other than the one prescribed .

pco.rdcd (ai ( . . . is lower in co .t than the drug prascnbed ." This is qualified by,'Ko person shall knowingly supply an inte rc hangeable pharmaceutical product . . . at a price in excess of the

bwew prrce interchangeable pharmaceutical p roduct in his invicerory . . ' Ilence, once the pharmacist has decided to product select, no matter which brand is dispensed, the lowest priced brand

is the pharmacia's inventory determines the maximum price that can be char8ed . On June 30. 1983 a new Pharmacy Act came into force . The new product selection wording read as follows :

'E..ery per viw who dispenses a prescription may . . . select and dispense an interchangeable pharmaceutical product other than the one prescribed, provided that ( itJ . . . is listed as

interchangeable in the hew Brunswick Formulary' This provision was supplemented by a regulation under the Act, which read, "A licensed pharmacist . . . shall not sell an interchangeable

pharmaceut ical product . . . at a total price which is higher than the pharmacy i usual and customa ry price for either the product prescribed or the product dispensed ." The test of the table refers

to the rulcs in the second half of 1983 .
s' . . .(the pharmaust( iAoll dispense a substitute drug other than the drug specifically prescribed where . . . the drug to be substituted is cheaper than the drug prescribed . . . or if he does not

have the lowest price dru8 . dispense another drug listed in the Formula ry as a substitute for the prescribed drug, at the price of the lowest priced substitute in the Formulary . . . . "

'Fvery person who dispenses a prescription may . . . select and dispense an interchangeable pharmaceutical product other than the one prescribed . . . ."

' l_an g ua ge same as that of New Brunswick prior to June 30. 1983 . See footnote f, above .
t'A pharmacnt . . . may substitute for the prescribed medication a medication whose generic name is the same . . °

° . . the pharmacist abou t to dispense a drug pursuant to the prescription may select and dispense an interchangeable pharmaceutical product other than the one prescribcd . "

ns menuoned in the test . the Quebec formulary only listai drugs of acceptable quality . Apparently because the Quebec government dclisted a substantial number of drugs from the formulary in

the early 1980s. no references are made to the formulary in the actual Act, but nevertheless the formulary is widely used for the products it lists .
LeBislation was proclaimed in January, 1981 but it has yet to take effect, because no interchangeable list has or is expected to be published in the near future .

Sorrce•. Paul K . Gorecki . "Compulsory Patent Licensing of Drugs in Canada : have the Full Price Benefits Been Realized? ;' unpublished study . January 30, 1985.



Provincial governments reimburse approximately 43 per cent of pharmacy
drug sales . Programs vary widely amongst provinces. In Saskatchewan, for
instance, drug costs are publicly reimbursed to all residents except for an
element of co-payment . In Ontario and Quebec, persons over the age of 65 and
persons on welfare have their drugs paid for by the province . Though this
group constitutes only about 14 per cent of the population in Ontario, its
average number of prescriptions per annum per person is 19 .2 as against 4 .3 for
the other groups in the province, which explains why 45 per cent of pharmacy
drug sales are publicly reimbursed in Ontario. Private insurance programs
cover approximately 45 per cent of the rest of these sales, the remaining 10 per
cent being purchases of persons who are not reimbursed . That group
constitutes about 15 per cent of the total population . '

Lower prices of drugs owing to compulsory licensing have achieved savings
for both consumers and taxpayers . The question remains as to whether all the
potential savings from existing policies have been realized. Provincial policies
are successful in realizing these savings according to the degree to which they
lead to the substitution of lower-priced for higher-priced brands of the same
drug. Such substitution is the result of official certification of the interchangea-
bility of drugs, and of the rules that encourage or mandate substitution .
Another variable determining the realization of potential savings is the extent
to which the prices that are reimbursed by government are the prices that are
actually paid for the drugs by pharmacists .

Substitution and Selection of Drugs

Table 10 .1 summarizes the provincial laws affecting the selection of drugs
applicable to all drug purchases, both those publicly reimbursed and others . All
provinces except Prince Edward Island have product selection legislation which
has the common element that physicians may prohibit the substitution of other
brands for the brand they prescribe . In other respects, little uniformity prevails .
Most provinces publish a formulary which specifies which drugs are
interchangeable, but Alberta and British Columbia do not . (It is known that . at
least in British Columbia, the Ontario formulary is often used by pharmacists
to establish interchangeability, a judgement for which they are responsible .) In
some provinces pharmacists and physicians who substitute one product for
another are protected from legal liability for their action. In most provinces the
price listed in the formulary is not mandatory for other than publicly
reimbursed drugs . In most provinces, if pharmacists dispense a drug other than
the one prescribed. they must choose a brand with a price no higher than that
of the one prescribed .

The regulations determining substitution for drugs that arc provincially
reimbursed are more strict in most provinces than those that apply to other
purchases. In British Columbia, Atanitoba, and Saskatchewan 100 per cent of
the population is covcred by provincial reimbursement minus co-payment . Only
in Saskatchewan is there mandatory product selection whereby a pharmacis t
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must dispense a particular brand of multiple-source high-volume drugs at a
specified price unless the physician specifically prohibits substitution . For other
drugs, reimbursement is at the actual cost of acquisition by the pharmacist . In
other provinces product selection is permissive . Pharmacists may substitute at
their discretion in Alberta, British Columbia, New Brunswick, and Nova
Scotia . In Ontario, Newfoundland, and Manitoba they may also do so, but the
price they must charge is the lowest in the formulary, or, in Quebec, generally
the median price except for six high-volume drugs. These latter rules can be
called mandatory price selection or maximum allowable cost . A summary of
these policies for public reimbursement is shown in Tables 10 .2 and 10.3 .

In an attempt to determine the extent to which potential savings from
compulsory licensing are realized, the Commission studied the provincial
reimbursement programs using a sample of seven major drug products in all
provinces but Alberta and Manitoba for which adequate data were not
available . These drugs were indomethacin, flurazepam, naproxen, propranolol,
methyldopa, cimetidine, and allopurinol .

A test was carried out to determine the effect of listing a product as
interchangeable in a formulary on the proportion of the market held by generic
firms holding compulsory licences . For this purpose it was necessary to
compare provinces with similar rules for selection, but some differences in
formulary lists . Table 10 .4 compares Newfoundland and Saskatchewan, both
of which have strict selection rules . For products listed as interchangeable in
Saskatchewan. but not in Newfoundland, the proportion of licensees' sales in
Saskatchewan was 59.2 per cent ; it was only 9.7 per cent in Newfoundland. For
products listed on the formulary as interchangeable in both provinces, the
licensees' shares of the market were 57 .2 per cent in Saskatchewan and 76 per
cent in Newfoundland . Table 10.4 also provides data comparing Nova Scotia
and New Brunswick which have permissive selection rules . The proportions of
licensees' sales were low in both provinces, but the proportion was higher for
the drugs listed as interchangeable in Nova Scotia but not in New Brunswick .
For the sample of drugs interchangeable in both provinces, the proportions
were similar for the two provinces at 5 .8 and 5 .1 per cent respectively . Thus, it
is clear that formulary listing of drugs as being interchangeable is a major
factor in cncouraging substitution .

The differences in the licensee share of the market between Newfoundland
and Saskatchewan on the one hand and New Brunswick and Nova Scotia on
the other in Table 10 .4 show that the nature of selection rules also has an effect
on the amount of substitution .

Table 10.5 summarizes the selection rules for product and price .
Table 10.6 rcveals the proportion of the market held by licensees in the various
provinces . These proportions result from the combined effects of listing and
selection rules . The proportion in British Columbia is relatively low, doubtless
because of the entircly permissive nature of substitution . Saskatchewan shows
a surprisingly low market share for licensees given the mandatory nature of
substitution in favour of drugs that are purchased in bulk under tender under
its Standing Offer Contract (SOC) program . The reason for this limitation is

399



Table 10.2

The Coverage of Provincial Gorernment Drug Reimbursement Programs: A Summary, 1983

rovinces

Percentage
of Population

Co•ered •
( % of Total Dru= Bill)b

Class of Populatio n
Covered and an y
Patient Paymenr

Date Original
Program Introduce d

and Extended t o
Present Coverage

Alberta 21 welfare. nil; over 65. 20 per cent of the prescription; not at least 1950s. presen t
(n a .) covered under a private third-party scheme or either of coverage since 197 3

above two categories, S15 .00 plus 20 per cent of th e
prescription cost in excess of this sum in a yea r

British Columbia 100 welfare and over 6 3 , nil ; others, S175 plus 20 per cent in 1974, extended to
(43) excess of this sum for any calendar year per individual or "others" in 197 7

family uni t

Manitoba 100 welfare, nil; over 65, $50 plus 20 per cent in excess of this 1950s . present coverage
{n.a .) sum for any calendar year per family unit: under 65. $75 since 197 5

plus 20 per cent in excess of this sum for any calendar yea r
per family uni t

New Brunswick 21 welfare under 18. $1 .00 payment per prescription ; welfare not known, present cover-
{n a.) over 18. $2 .00 payment per prescription ; over 65, 53 .00 per age since 1976

prescription to a maximum of 530 .00 per year ; nursing
home patients, ni l

h'ew foundland 22 welfare. nil; over 65 and receiving Guaranteed Income 1960s, present coverage
(n .a.) Supplement, the dispensing fee since early 1970s

Nova Scotia 13 welfare ; over 65 ; nil for both categories not known, present cover-
(n .a .) age since 1976



Ontario 14 welfare ; over 6 5 ; those under Family Benefit Act Extended 1974, present coverage
(45) Care Services and llomecare ; nil for all categories since 197 6

Prince Edward Island I 1 wcltare; special disease states; nil for both categories not known, present cover -
(n aJ age since at least early

1970s

Quebec 19 welfare ; over 65 ; nil for both groups 1972 , present coverag e
(45) since 197 7

Saskatchewan 100 certain welfare recipients and special bcneficiarics, nil ; all 1948, present coverag e
(100) others (including over 65 ) pay payment per prescription up since 197 5

to a maximum of 53 .75 to Nov.. then S3 .95 in Dec .

Canada 33 - -
(43 )

• Thn refers to the total clipbk population. twt necesaarily those receiving benefits . In Saskatchewan . for esample, the total eligible population was 91 3 .6 5 1 in 1982/8 3 but the number of
beneficunes was 661 .131 .

' Refen to The proportion of the province *% total drug bitl, at the retail level (i .e ., excluding hotipitals) accounted for by the Provincial Drug Reimbursement Program . In several instances these arc

e.+timates and somettmes to per cent of prescriptions dispensed . Refen to 198) or closest year.
' Often referred to as copryment . Note that not all classes of population covered by the province arc included in the table, only the major ones . For example, Nova Scotia has a drug assistance

plan for diabetes insipdus patients.

Nota : A drug ► eimbunement program is definad as a scheme whereby government pays in whole or in part the drug costs of a certain category or categories of the population .

Se.rcr. Paul K . Gorecki,'Compulsory Patent Licensing of Drup in Canada : Have the Full Price Benefits Been Realized?," unpublished study,lanuar y. 330. 1985 .



Table 10 .3

Drug Pricing Under Provincial Government Drug Reimbursement Programs: Summary, 19832

Prov i nces
Drug Cost Defiaitioe
for Reimbursement

Formulary
(Date Introduced)'

Maximu m
Supply per

Prescription
Produc t
Selectio n

Albcrta Cost to wholcsaler plus 25 per cent None 34 days, with some exceptions Permissive
up to 100 day s

British Columbia Actual pharmacy cost' None 100 days Permissiv e

Manitoba Drugs listed in formulary, price based on Limited formulary for high sell- None Permissive (mandator y
package size most commonly purchased by ing multiple-source drugs (Jan . price selection)°
pharmacist ; other drugs' price based on 1974 )
smallest package size available

New Brunswick Cost of smallest package size, usually IOOsj Limited formulary for high sell- 100 days Permissiv e
ing multiple-source drugs (Jan .
1977 )

Newfoundland Cost of smallest package size, except for a Limited formulary for high sell- None, but in practice 34 days or Permissive (mandator y
small number of high selling multiple- ing multiple-source drugs (May 120 doses whichever is the price sclection) °
source drugs where larger package sizes 1981) greater
used

Nova Scotia Cost of smallest package size, with some Formulary (Jan . 1981) 34 days, but up to 100 days on Permissive
high volume drugs based on larger package instruction of physicia n
sizes

Ontario Cost to pharmacist of smaller package sizes Formulary (Oct . 1970) One month under normal cir- Permissive (mandatory
(100's) except for a small number of high cumstances, not to exceed 6 price selection)°
setting drugs where larger package size months in any event =
(1000's) uscd'

Prince Edward Island Actual acquisition cost to provincial dispen- None (n.a .) 60 days Permissive '
sary'



Quebee Cost or most popular selling package size Formulary (July 1972) None Permissive (mandator y
purchased by pharmacist' price selection) °

Saskatchewan Provincial government tender system for Formulary (Jan . 1975) Six months' Mandatory for Standin g
high selling drugs ( Standing Offer Con- Offer Contract drug s
tracts); for other drugs pharmacists' cus- and

etomary replacement costs where (mandatory price
selection in bot h
instances) s

• Most of the provincial drug reimbursement programs have had the same rules for drug reimbursement to pharmacists since at least the mid-1970s to the present . In some instances, changes of
sonne importance have taken place in the intervening period . For esample, it was only in 1979 that Ontario moved to price high selling drugs based on larger package sizes, while Quebec moved
to mandatory price sckction in January 1982.

6 8 C . government looks at average true acquisition cost in any given area or city and demands to see invoices if store claims reimbursement above local average price . There are only a small
numbcr of wholesakrs in B C . and the prices they charge to the pharmacist are also monitored by the government.

' See ust for an explanation of this term .
10 Pharmacist's costs from wholesakr, unless data has proven 50 per cent of a manufacturer's sales of these drug products in Ontario are via direct channels, in which case latter source is used .
' For Prince Edward Island the provincial government operates a central dispensary from which drugs are distributed to the eligible categories mentioned in Table 10 .3 above . In doing so the
dispensary does make use of lower-priced licensee drug products. In this sense product selection is permissive .

I For a given drug Quebec will rank pharmacies in the province from high to low in terms of the number of (say) tablets dispensed over a six-month period under the Quebec reimbursement plan;
sclact the median store and estimate its average monthly sales of the drug ; assume that the non-plan to plan ratio of sales is (say) 3:1, then scale up average monthly sales by 3 to derive the
amount of a drug typically purchased for all of the store i customers ; then select the package size (100, 500 . 1000 etc.) closest to this average monthly sales figure to derive package size upon
which government will reimburse and place a price in the formulary . For a small number of high selling multiple-source drugs the formulary lists only one price for all brands of the given drug
since July 1993 . However, if the pharmacist purchases the drug for a lower price, then the province would reimburse at the lower price only . If there are two or fewer brands, median pricing does
not apply and the province will pay for the brand dispensed as per the formulary price .

I For non-SOC drugs manufacturers provide firm price quotations for a six-month period . Pharmacists must charge acquisition cost to a maximum of the price listed in the formulary for all drugs .
Although the formulary price for low-volume products may be based on smaller package sizes, pharmacists who buy these products in larger package sizes, at lower prices, must submit and arc
paid actual acquisition cost . An allowance of I I per cent for a wholesale mark-up is made in the published prices in the province's formulary on all drugs .

s For most drugs the pharmacist is entitled to one dispensing fee for each 34-day supply of inedication . A pharmacist is entitled to one dispensing fee for each 100-day supply for certain
maintenance drugs (thyroid, digoain, anti-convulsants, oral hypoglycemics) and one dispensing fee for each two-month supply of oral contraceptives .

I It might be noted that a formulary is sometimes introduced before product selection legislation. This reflects early attempts by some provinces to provide information to pharmacists and
physicians in order to influence prescribing and dispensing habits . Product selection legislation then followed, as for example in Ontario .

I Some drug firms supply direct to the pharmacist ; others supply via a wholesaler, with a 20 per cent mark-up permitted by the wholesaler in the price he charges to the pharmacist .
Source: Paul K . Gorecki. "Compulsory Patent Licensing of Drugs in Canada : Have the Full Price Benefits Been Realized? ." unpublished study. January 30. 1985 .



Table 10. 4

The Importance of a Formulary Listing as Interchangeable in
Provinces with Differing Product and Price Selection Rules for

Seven Multiple-source Drugs, 198 3

Sample of Drugs Average Licensee Market Sbare°

Newfoundland Saskatchewa n

Listed in Newfoundlan d
Formulary in 1983• as

Not Interchangeable(3) 9 .7 59 . 2
Interchangeable

~

Interchangeable (4) 76 .0 57 .2

New Brunswick Nova Scotia

Listed in New Brunswic k
Formulary in 1983b a s

Not Interchangeable (4) 3.2 r13 . 9
Interchangeable

Interchangeable (3) 5 .1 5 . 8

All of the drugs were listed in Saskatchewan as interchangeable. The number in each category is

listed in parenthesis. Data for Newfoundland refer to the six months ending September 30 . 1983 .
and Saskatchewan to October-December 1983 .

sAll of the drugs were listed in Nova Scotia as interchangeable . The number in each category is
listed in parenthesis. Data for New Brunswick refer to September 28 . 1983 to March 23. 1984
and for Nova Scotia, October-December 1983 .

' Measured in quantity (i .e . . number of caps or tabs).

Source : Various provincial formularies and data supplied by the provincial drug plans in New
Brunswick. Newfoundland . Nova Scotia. and Saskatchewan .

the exceptionally high proportion of prescriptions issued by physicians in
Saskatchewan with the "no substitution" notation . This practice was estimated
by the Saskatchewan Prescription Drug Plan to increase the cost of the total
drug bill in Saskatchewan by $4 .4 million in 1983/84 or by about 10 per cent .
The incidence of "no substitution" prescriptions is nearly 40 per cent in that
province as against much lower proportions, probably less than 3 per cent . in
other provinces. In Ontario, four-fifths of the public reimbursement market is
held by licensees as a result of mandatory price selection . In New Brunswick
and Nova Scotia, the substitution requirements are permissive and the
proportion is low . The level in Newfoundland is explained by the fact that,
though the selection criteria are strict . the program is recent and many drugs
were not yet listed in 1983 . The market share of licensees in Quebec is growing
rapidly as a result of increasingly strict price and product selection criteria in
1982 and 1983 .

To the extent the hospital market operates by tender, prices are low and
licensees obtain substantial market shares . For one large hospital buying group
examined by the Commission . licensees were awarded the contract to supply all
seven drugs referred to above in 1983/84 and 1984/85 .
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Table 10. 5

Price and Product Selection Rules Under Selected• Provincial Drug
Reimbursement Programs, 1983

Product Selection

Price Selection Permissive Mandatory

None Pharmacist can select at own dis- -
cretion : British Columbia, New
Brunswick, and Nova Scoti a

Mandatory Must charge up to a maximum Must dispense a particula r
price, regardless of brand dis- brand at a particular price : bpensed: Ontario and Newfound- Saskatchewa n
land (maximum price - lowest) ;
Quebecc (maximum price -
median price )

' Excluded are Alberta (which would be classified with British Columbia, New Brunswick, and
Nova Scotia) and Manitoba (which would be classified with Ontario and Newfoundland) .

bThis is the rule for Standing Offer Contract drugs . All seven multiple-source drugs in the sample
are SOC.

~ For cimetidine . 300 mg tabs ; naproxen. 250 mg tabs ; and propranolol . 40 mg tabs . For July-
December 1983 and all of 1984 Quebec set a single maximum price up to which it would
reimburse, no matter which brand was dispensed . However, if the pharmacist purchased the drug
for a lower pria, then the province would reimburse at this lower price. For indomethacin 25 mg
caps there are only two suppliers in Quebec and hence median pricing does not apply . The
province will pay for the brand dispensed .

Source- Various provincial formularies .

The Cost of Acquisition and of Reimbursemen t

The third factor determining the extent to which the potential savings
from compulsory licensing are realized by consumers and taxpayers in the
publicly reimbursed market is the relationship of the price that is reimbursed
by the province to the actual cost of the drug to the pharmacists . In all
provinces, the payment for prescription drugs to the pharmacist consists of two
parts. The first is the drug cost. In principle this is the price paid by the
pharmacist to the wholesaler or manufacturer for the product . The second part
is a flat-rate dispensing fee which is in payment for the pharmacist's
professional services . The purpose of the dispensing fee system is to remove the
incentive that would be given to pharmacists to dispense higher-priced drugs if
their income were based on markup over cost .

In British Columbia, the pharmacist is reimbursed the cost of the drug at
his actual acquisition price. Similarly, in Saskatchewan, the reimbursement
price is the tender price accepted by the Saskatchewan government under its
SOC system and the acquisition cost for drugs not included in those contracts .
In other provinces, such as Ontario and Quebec, the reimbursed price is tha t
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Table 10 .6

Average Licensee Market Share for Seven Licensed Drugs ;
Selected Dosage Forms and Strengths, Various Provincia l

Government Drug Reimbursement Markets, 1983 '

Average Market Share of Licenseesb
(standard deviation)

Province and Measured i n
Period to Which Units of Output Measure d

Market Share Refers (i. e ., quantity)° in Sales

British Columbia 30.58 19 .8 9
(1983) (9.39) (6.76 )

Saskatchewan 58 .01 36 .4 2
(Oct : Dec . 1983) (6 .11) (9 .46 )

Ontario 83 .34 77 .40
(1983) (n .a .) (n.a . )

Quebec 54 .71 47 .1 7
(1983 and Jan .-June, 1984) (n .a .) (n .a . )

New Brunswick 4 .00 3 .7 3
(Sept . 28, 1983-March 23 . 1984) (3 .17) (3 .08 )

Nova Scotia 10.44 8 .2 6
(Oct: Dec . 1983) (6 .20) (4 .91 )

Newfoundland 47 .59 43 .6 5
(April-Scpt .1983) (35 .81) (34 .29 )

• Indomethacin . flurazepam, naproxen, propranolol, methyldopa . eimetidine . and allopurinol .
"For all provinces except Ontario and Quebec, the provincial drug reimbursement programs
provided individual market share data . fiowever, for Ontario and Quebec averages were provided
to the Commission which exactly matched the seven drugs. Hence some adjustments were made to
derive the percentages for these provinces. It is believed they are probably accurate to within a
couple of percentage points .

° Usually number of caps or tabs . In some instances, prescriptions .

Source: The provincial drug reimbursement programs for British Columbia . Saskatchewan.
Ontario . Quebec . New Brunswick, Nova Scotia . and Newfoundland .

shown on the formulary . This list price is periodically negotiated between
manufacturers 'and provincial authorities . Provinces with formulary prices are
aware that manufaçturers compete with one another by obtaining relatively
high list prices for their products on the formulary, but then selling to
pharmacists at discounts from that price that are frequently substantial . As a
consequence, in those provinces, pharmacists' incomes arise both from the
dispensing fee and from the spread between the price at which they arc
reimbursed for the drug and the price that they actually pay. Under this
system of formulary prices, manufacturers cannot attract business from
pharmacists by charging low prices that would benefit taxpayers and
consumers . They must create a spread between the formulary price and the
lower price they actually charge; the benefit of the spread between the two
prices goes to pharmacists, not consumers .
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The Realization of Potential Saving s

The three principal variables discussed in the previous two sections
determine the licensees' share of the market and the extent to which the actual
low prices of compulsorily licensed drugs result in savings to consumers and
taxpayers . Table 10.7 presents the relevant information for the seven listed
drugs in the seven provinces in the sample. In all instances the table refers to
the provincial drug reimbursement sector of the market .

The maximum potential saving (POTSAV) is measured as the potential
savings due to compulsory licensing compared to the total expenditure on th e

Table 10 .7

The Potential, Actual, and Still-to-be-Realized Savings Due to Compulsory
Licensing and Associated Provincial Government Reimbursement Programs
for Seven Multiple-source Drugs• for Seven Provincial Drug Reimbursement

Programs, 1983'

Province POTSAVI ACTSAV° UNSAV•

Average'
(Standard Deviation)

British Columbia 0.6538 0.5447 0.455 3
(0.094) (0.103) (0.103 )

Saskatchewan 0.6538 0.5213 0 .478 7
(0.094) (0 .062) (0 .062 )

Ontario 0 .6538 0 .4053 0 .594 7
(0.094) (0.144) (0.144 )

Quebcc 0.6538 0.4405 0.5595
(0.094) (0.236) (0.236)

New Brunswick 0.6538 0 .0193 0.9807
(0.094) (0.031) (0.03I )

Nova Scotia 0 .6538 0 .1854 0.8146
(0 .094) (0 .181) (0.181 )

Newfoundland 0.6538 0.2262 0.7738
(0.094) (0.238) (0.238 )

• Indomcthacin, flura?epam, naproxen, propranolol . methyldopa, cimetidine, and allopurinol .
" See Table 10 .6 for period to which index applies for a paticular province .
These are defined in the text .
Unweighted average of the index across the seven drugs .

Source: Data provided by various provincial governments, licensees, and the Saskatchewan
Formulary, various issues .
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licensed drug had compulsory licensing not been introduced . The index will

vary from 1(no benefits from compulsory licensing) toward 0, as the licensee's
price falls . The prices chosen as a benchmark for patentee prices to measure
expenditure had compulsory licensing not existed were those where there was
no licensee competition, namely in Saskatchewan where patentee prices are
protected by the "no substitution" prescribing of some physicians . The licensee
prices are the prices actually charged in a sample which included a very large
proportion of all sales of compulsorily licensed drugs by generic firms .

Two indices were designed to measure the degree to which the dollar
maximum potential savings were realized . ACTSAV is the proportion of
potential dollar savings that have been actually realized in each province'and
varies from 1, where all the savings have been realized, to 0 where none of the
savings have been realized . UNSAV is the residual and measures, the

unrealized potential savings .

Table 10 .7 reveals that the highest proportion of the potential savings in

1983 were realized in British Columbia and Saskatchewan. Even so, they only

realized approximately one-half of the potential . In British Columbia, this
result was doubtless owing to the lack of mandatory substitution which in part
offset the gains from reimbursement at actual acquisition cost . In Saskatche-

wan, the proportion was limited chiefly by "no substitution" prescribing . The

Ontario proportion of 40 per cent despite licensee sales of about 80 per cent of
total sales of compulsorily licensed drugs was doubtless owing to the excess of
reimbursement prices over the prices actually charged to pharmacists . Despite

a lower proportion of licensee sales in Quebec, the savings achieved were higher
than in Ontario. The more permissive substitution requirements in New
Brunswick and Nova Scotia and the relatively recent implementation of the
program in Newfoundland explain the failure to realize a substantial portion of

the potential savings in these provinces .

The potential savings in the private market in which reimbursement
occurs through private third-party insurance plans or not at all is less than in
the publicly reimbursed market . This is because of the voluntary nature of
product and price selection and of substitution by pharmacists who have little

incentive to do so. Indeed, in Ontario, the dispensing fee is a disincentive to
substitution because the fee is leu if the pharmacist substitutes a cheaper drug
for a private purchaser than if he dispenses the brand prescribed . As a

consequence, very little substitution occurs for private purchases . which

account for over half the retail market . Manitoba and Newfoundland mandate

price selection in the private market . In the other provinces, the price is usually

the formulary price for the brand prescribed and dispensed . Their governments

have instituted programs which lead to significantly lower prices for drugs they
reimburse than for those paid by the general public .

The Effect of Price Regulation

Fiscal pressures on provincial governments will inevitably persist into the
indefinite future and lead to a continuation of attempts to control the cost o f
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drugs to provincial treasuries and to some extent as well to individuals . Until
now such measures have been regulatory and bureaucratic . They have achieved
a considerable measure of success and realized nearly half the potential saving
in costs arising from compulsory licensing . But control through increasing
regulation has its dangers.

Regulation makes for uniformity in reimbursement prices and dispensing
fees . These sources of income for retail firms are set by negotiation between
provincial governments and the manufacturers on the one hand and pharma-
cists' associations on the other and only clumsily or inadvertently reflect the
fact that different retail stores have differing profit potential because of
location, volume, composition of sales, and management . Thus, in many
provinces, both dispensing fees and, in principle, product prices paid and
charged by pharmacies are the same for all stores .

The dispensing fees and prices are determined on the basis of some
estimate of reasonable average costs and normal rates of return . They must be
such as to cover the needs of low-volume, high-cost pharmacies . They therefore
potentially give rise to profits that exceed the level necessary to provide those
services for well-located or well-run stores .

The high profits may be dissipated by overcrowding of pharmacies in
favourable locations or they may persist, but in neither case, in the absence of
price competition, do they lead to lower prices for consumers and taxpayers .
Nor do actual acquisition prices below the prices listed in the formulary get
passed on to the consumer and taxpayer.

Regulations that raise the rate of return on capital invested in pharmacies
also tend to persist . For instance, limits placed on the quantities that a
pharmacist may supply on the basis of one prescription, as exist to varying
degrees in most provinces, and which multiply the number of prescriptions and
therefore the dispensing fees obtained by pharmacists, once applied are
difficult to remove .

The rigidity of systems of administered prices, which give rise to high
profits for some firms, is enhanced by the fact that such high profits become
transformed into costs. The present capital value of a pharmacy is raised if it
becomes exceptionally profitable . When a new owner purchases that firm, he
must pay that raised capital value and does not himself make a high rate of
return on his capital . Any measure to reform the system by lowering fees or
reducing the margin he receives between actual and reimbursement prices is
resisted especially vigorously, because it is regarded as an attack on a
legitimate rate of return and tantamount to expropriation .

The same phenomenon of capitalizing the effect of a regulatory barrier to
competition into the value of a business is familiar in other fields such as taxi
licences or rights to sell agricultural products issued by marketing boards . Such
regulations must be accompanied by barriers to interregional trade unless
provincial programs are identical in their effects on prices .
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Part of the search for the lowest priced drugs could be carried out on
behalf of the patient by the prescribing physician who is the consumer's agent .
However, the physician is less concerned about the cost of drugs than the
patient, because the physician does not pay for them himself . Secondly, the
patients themselves, in choosing a physician, do not take greatly into account
whether that physician prescribes economically for them or not . Patients buy a
health care package from doctors who provide diagnosis, advice, treatment,
and a prescription. The drug cost is only a portion of the cost of this multi-
dimensional service . It does not greatly affect the demand for the entire service
from a physician and in consequence physicians are not induced by this factor
to search for cheaper drugs and prescribe economically. The responsibility for
searching for cheaper drugs falls on the consumer and, where substitution is
possible, on the pharmacist.

A further obstacle to the ability of consumers to shop for the lowest priced
single-source or multiple-source drugs stems from difficulty in discovering
prices. By law, prescription drugs may not be advertised to consumers in
Canada as in many other countries, though they are heavily advertised to
physicians and pharmacists . The rationale for such legislation is that the
responsibility for prescribing rests with physicians and that these should not be
exposed to remonstrances by consumers who, being inexpert, could be led by
advertising to unrealistic expectations as to the efficacy of a drug . Whatever
the merits of that reasoning, it is irrelevant to the question of advertising of
price. The Commission sees no reason why the advertising of prices of drugs by
manufacturers and by pharmacists should not be permitted . In Canada
pharmacists may advertise their services, but they may not advertise drug
prices . Under present arrangements, in most provinces, the extent of permitted
price information is the posting of a list of drug prices in the pharmacy . This is
often very cumbersome and ineffective in transmitting information to the
general public. An example is the restrictions on advertising placed by Section
42 of the Health Disciplines Act of Ontario which requires that any posting of
prices shall be of no less than 25 drugs with at least one from each of at least
IS classifications (out of 20) and shall not be displayed so that it can be read
from the exterior of the pharmacy . Some pharmacies make available the
provincial formulary . Most pharmacies will not give price information on the
telephone .

For all these reasons, the cost of searching for the best price is very high
for consumers and mostly not worth the effort. In the absence of such search
by customers, pharmacists have no inducement to compete on the basis of
price.

The Commission recommends that provincial governments should remove
restrictions on the advertising of drug prices, dispensing fees, or the sum of
botlF;

that pharmacists should be expressly permitted to provide information on
drug prices over the telepbone; and

that prescription receipts state botb the drug cost and the dispeasirtg fie.
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A further aspect of encouraging price competition in the retail market is
that consumers are unlikely to seek out cheaper brands of substitutable drugs
or cheaper sources of the same drug unless they have a financial incentive to do
so, such as paying a portion of the cost of the drugs they purchase .

Provincial drug reimbursement programs vary in the extent to which they
reimburse drug costs . The majority of Canadians on welfare and over the age
of 65 make no contribution to the cost of the drugs they purchase . This group
comprises a substantial portion of the market, accounting for approximately
45 per cent of total drug costs in Ontario and Quebec, whose public reimburse-
ment plans cover virtually no others, and probably a similar proportion in ôther
provinces . The rest of the population pays some portion of the cost of the drugs
they purchase whether they are covered by provincial or private insurance
programs or not . ;

Consumers are given an incentive to search out and take advantage of low
prices of drugs if their behaviour affects the payment they make themselves .

Their cont ribution must rise as the c ost of their total purchases rises . It is
evident that this is not achieved by a flat deductible sum unless its level exceeds
the total d rug purchases of the consumer . A deductible sum has merit as an
instrument to reduce the overall cost to the insurer from reimbursement of
drug costs and to reduce administrative costs, but unless it is ve ry large and
designed to protect only the biggest drug users, it inhibits price competition in
the market by reducing the incentives of consumers. A possible alternative is a

co-payment which is set at a maximum with the pharmacist allowed to
discount as in Saskatchewan .

The Commission recommends that provincial governments should ensure
that public drug reimbursement programs require a significant contribution to
each purchase by the consumer arranged in such a way that price competition
is induced, and should encourage private drag insurance plans also to haie this
feature.

The variety of plans in different provinces in Canada is the result of the
adaptation of policies to provincial needs in the pharmaceutical field . The
variety also provides an opportunity by example and imitation to adapt

programs in an informed way to governmental objectives . ifowever, variety

may bring costs . The administrative costs of selling drugs are increased by
differences in provincial policies . Divergent provincial policies which cause
manufacturers' prices to vary interprovincially lead to arbitrage and wastes in
transportation and other costs through cross-hauling and similar inefficiencies.
A degree of collaboration based on an exchange of information amongst
provinces would in consequence be desirable . The federal government, which is
itseif a purchaser of substantial amounts of pharmaceutical products, can play
a role in collecting data on the pharmaceutical industry and encouraging
collaboration and the coordination of provincial policies.
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Chapter 1 1

The Regional Distribution
of the Pharmaceutical Industry in Canad a

The pharmaceutical industry in Canada is concentrated virtually
exclusively in the peripheries of Montreal and Toronto . In 1981, the Quebec
share of employment in the Canadian pharmaceutical industry was 45 per cent,
whereas the population of Quebec was 26 per cent of the total Canadian
population . In Ontario the industry's share of employment was 52 per cent and
Ontario's share of the Canadian population was 35 per cent . Only 3 per cent of
the industry's employment was located in the rest of Canada, which contained
38 per cent of the population . Such a concentration of the industry is
exceptionally high compared with other industries . This pattern of location is
characteristic of the industry in other countries as well . In the United States,
30 per cent of the industry is located near New York City (42 per cent if
Philadelphia is included in that conurbation) and another 27 per cent around
Chicago .

Such concentration is no accident . Pharmaceutical firms are dependent on
the purchase of services which are available in sufficient variety and
sophistication only in large centres. The heavy dependency of the pharmaceuti-
cal industry on advertising makes it important to locate near major advertising
agencies. Other services of importance to major firms are financial and
scientific . Communication with medical centres and major hospitals is
necessary to generate clinical data for the approval process for the marketing
of drugs. Many of the pharmaceutical firms in Canada are affiliated with
foreign firms, which makes location close to a major international airport an
advantage. The very large sales force of the typical pharmaceutical firm also
puts a premium on being in the centre of a transportation network . All these
forces lead to location in major centres . However, transportation costs for the
materials used in manufacturing final pharmaceutical products and the
shipment of the finished product itself are a negligible part of the total cost of
drugs. Ilence. freight costs do not affect the location of firms.

Another factor causing concentration is the advantage of location not far
from other firms in the same industry. Such an agglomeration provides a pool
of skilled workers and executives from which firms can draw as they expand or
alter their activity.

The pharmaceutical industry is one in which some principal types of
activity can be scparated physically. The manufacturing of the active
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ingredient, which is chemical manufacturing, need not be close to or indeed in
the same country as the manufacture of the final dosage form . Neither does
the head office of a firm need to be close to the factories in which manufactur-
ing occurs . Manufacturing of the final dosage form is a relatively simple
enterprise which does not require close connection with the top management of
the firm in Canada . The research and development that is carried out in
Canada is chiefly of a clinical sort, which is often undertaken in conjunction
with procedures leading to the clearance of new products for marketing and is
in consequence best managed from head office . Basic research and develop-
ment is typically related to the head office of the multinational firm and
located abroad .

Table 11 . 1

Principal Statistics on Manufacturers of Pharmaceuticals and Medicines by
Province : Selected Years, 1933-82

Value of Value Added Total Total Wa8es
Year Sdipments In 111anuL Total Employees & Salarie s

(5000) (5000) ($000) (S000 )

1982
Quebec 626,179 401,366 479 .343 6,808 165,18 8
Ontario 795,572 537,751 573,385 8,366 192,68 4
B .C . 13,310 4,544 4,682 237 5,446

1982
Quebee 42.993 42.224 4S .045 43.344 43 .720
Ontario 54 .624 S6.S72 53.882 53.220 50 .997
B.C. 0.194 0.478 0.440 1 .509- 0 .014

1976
Quebec 46.455 44.959 45.619 47.180 49 .15 6
Ontario 51 .239 53 .614 52.832 S0.4S7 48 .564
B.C. 0 .686 0 .605 0.S46 1 .122 1 .066

1969
Qucbcc 45 .938 44 .100 43.695 45.132 48 .400
Ontario 52 .183 S4 .S93 SS .0S9 33.341 50 .23 0
B.C . - - - - -

1953
Quebec 47.183 4S .384 - 48.332 49 .79 1
Ontario S0 .422 52.094 - 48.812 48 .11 3
B.C . 0 .344 0 .284 - 0.627 0 .487

1933
Quebcc 29.096 28.949 - 31 .398 32.225
Ontario 63 .022 64.000 - 61 .376 61 .23 1
B .C. 0 .469 0.585 - 1 .609 1 .48 0

tiauea Stati s tics Canada . PAairnaceutltals. Clro4irtd Comllounmlr and Toilet Prrparatlau
( Catalogue 46-223) and Rrfinre Prt ►olerm and Cool Prodrett (Catalogue 46-209 ) .
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Table 11 .1 reveals that virtually all the industry is located in Ontario and
Quebec, which is to say in Toronto and Montreal . Whether the measure of
regional distribution is the value of shipments, the value added, employment, or
wages and salaries, it turns out that in 1982 the proportion of activity in
Toronto varied from 51 to 55 per cent depending on the different measure and
in Montreal from 43 to 45 per cent .

Table 11 .1 also reveals the historical evolution of the pattern of regional
distribution . In the 1930s, the industry was concentrated in Quebec and
Ontario with nearly two-thirds of Canadian manufacturing being located in the
latter province . Since the transformation of the industry after World War II
with the development of science and the dominance of multinational
corporations, the share of production in Montreal has grown relative to
Toronto and has remained remarkably stable. The major interregional
measures of economic activity in the industry have remained stable since the
1950s . Table 11 .1 shows that the proportions of the industry in Montreal and
Toronto described for 1982 were not greatly different from those in 1969 .

Nevertheless, careful analysis permits the disentangling of certain relative
changes that have occurred in the position of the industry in Montreal and
Toronto. Table 11 .2 presents somewhat more detailed census data for the
industry for Quebec and Ontario for a number of years in ratio form. An
examination of this information shows that the ratio of employment in Quebec
relative to Ontario has declined from a peak in 1951 for both production
employment and white-collar work . The movement in other indices of relative
activity are not as smooth over the long term, but all have the characteristic of
an increase in the Quebec share relative to Ontario from 1969 to 1976 and a
decline thereafter .

The relative decline in Quebec since 1976 does not imply an absolute
decline in employment or in the other measures . Indeed, these did not decline
because the industry was growing, and at a faster rate than manufacturing as a
whole . The shift in activity from Quebec to Ontario was minor, and it affected
chiefly white-collar occupations and the type of manufacturing activity as
between proprietary and ethical drugs . In 1977, the number of professional
research and development personnel, which includes scientists, engineers, and
senior administrators in research was 310 in Quebec and 110 in Ontario . More
research was still carried on in Quebec than in Ontario in 1982 when there
were still 310 research personnel in Quebec and 200 in Ontario .

Table 11.3 is a list of major firms that moved their head offices from
Qucbec to Ontario after 1976 or expanded their activities in Ontario relatively
rapidly. This movement accompanied a divergence in the rate of growth of
various business services between Montreal and Toronto from 1971 to 1981 as
is shown in Table 11 .4. These industries grew in both centres, but they grew
more rapidly in Toronto and were part of a generalized westward movement of
white-collar occupations, perhaps encouraged by relatively high rates of
personal taxation in Quebec, which made it more difficult to recruit higher
income employees there than in Toronto. Restrictions on the use of English in
business and in schools may also have been a factor .
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Table 11 .2

QuebeclOatario Ratios for Various Indicators of Pharmaceutical
Industry Activity: Selected Years, 1945-82

194S 1931 1955 1962• 1969 1976 1982

Total Employment 0.8100 1 .0330 0.9910 0 .9620 0.8460 0.9350 0 .8140
Product Employment 0.7120 0.8890 0.8014 0 .6810 0.6040 0.8250 0.7570
Administration. Sales and R&D Employment 1 .0150 1 .5200 1 .3540 1 .1830 1 .0700 1 .0300 0.8570

Value Added in Manufacture - - - 0.8730 0 .8080 0.8390 0.7460

Total - - - 0.8790 0.7940 0.8620 0.8360

Value of Shipments 0.7800 0 .8199 0.9868 0.8610 0 .8800 0 .9070 0.788 0

Wages and Salaries (Total) 0.8900 1 .0100 1 .0330 1 .0410 0.9640 1 .0120 0.857 0

Number of Establishments 0 .8160 0.9680 1 .0110 0.9870 0.7450 0 .6670 0.727 0

Po pulation 0.8800' 0.8821 - 0.4330c 0.7825' 0.7544 0.74659

• Qott#'C MCtYf:C! New Orv Ms Ktt and Nova Scotia .

for 1941 . 'For 196t . 'For 19 1 1 . 'For 19 9 1 .

Sowcr Statistia Canada RcJinrd Petroleum and Coal Products ( Catalogue 46-209) ; Pharmacratlcalf, Cleaning Compounds and Toilet Preparations (Catalogue 46-

223) ; and Census.



Table 11 .3

List of Firms with Head Office in Quebec in 1976 Which Either
Left Quebec or Expanded in Ontario During 1976-8 3

1976 Address 1983-84 Address Remarks

Abbott Montreal Montreal Expansion at Brockvill e
(1976) and Downsview (1978 )

Allergan Pointe-Claire, PQ Willowdale, Ont .

Ayerst St-Laurent . PQ St-Laurent . PQ Laboratory moved to Rouses
Point, N .Y . in 198 3

Bristol-Myers Candiac Ottaw a

Ciba-Geigy Montreal Mississauga

Cooper Lab. Boisbriand Mississauga

Cyanamid-l .ederle Ville Mont-Royal Willowdale

Ex-Laa Montreal Cornwal l

lloffmann-La Roche Vaudreuil Etobicoke

Robins Montreal Mississauga

S.K .F. Senneville Mississauga

Revlon Montreal Mississaug a

Syntat Montreal Mississauga

Note: The aboie his is not eshaustive and principalty concerns Grms which are members of PMAC.

$orrea Sutisties Canada . Rtfinrd Ptrroltum and Coal Produrts ( Catalogue 46-209 ) : Profile (PMAC . 1980

and 1983 ): and `84 Pharmaceutical Lineup- from Drug Merchandising, April 1984 .

Table 11 .4

Business Service Industries Employment:
Montreal and Toronto, 1971 and 198 1

Montreal Toronto

Industry 1971 1981 % Growth 1971 1981 % Growth

Finance and Real Estate 61 .500 87 .600 42.4 84,500 139,200 64 . 7

Computer and Information
Services 1 .115 3.865 246 .6 1 .540 11,740 662 . 3

Public Relations an d
Advenisin8 3 .550 4,695 32.2 5,795 9,960 71 . 9

ScientifieConsultin8 8 .315 14.910 79 .3 9,585 17,220 79 .7

Business Managemen t
Consultinj 980 4 .115 319 .9 1 .680 7 .065 320 . 5

Source: Statsucs Canada . lwdurnei by Ser< Ct'iurs. Mrrro/alilan Areas (Catalogue 94-742) and special

SutistKS Gnada compilations for 1911 provided hy M . Poltse• I .N .RS . Urbanisation - Montréal.
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Table 11 .5

Pharmaceutical Industry: Value Added per Production Employee, 1940-8 2

Year Quebec Ontario
Rati o

Quebec/Ontari o

1940-45 5 7,126 S 7,808 0 .910
1946-50 10,024 8,973 1 .120
1951-55 15,814 13,576 1 .160
1956-60 24,101 22,328 1 .080
1961 25,53 5
1962 34,112 26,569 1 .284
1963 40,996 28,437 1 .44 2
1964 41,729 30,448 1 .37 1
1965 46,065 31,551 1 .460
1966 43,776 32,711 1 .33 8
1967 46,094 33,608 1 .37 2
1968 47,952 36,865 1 .30 1
1969 54,381 40,636 1 .33 8
1970 55,930 45,285 1 .23 5
1971 61,608 45,578 1 .35 0
1972 61,630 50,538 1 .22 0
1973 62.637 52,652 1 .190
1974 67,585 57 .205 1 .18 0
1975 69,169 58,573 1 .18 0
1976 67,559 66,495 1 .02 0
1977 83,095 67,713 1 .230
1978 85,016 80.575 1 .050
1979 98,224 96 .315 1 .02 0
1980 112,377 104,815 1 .070
1981 133,186 123 .146 1 .08 0
1982 144,376 146,526 0 .980

Source: Statistia Canada . Refined Petroleum and Coal Products ( Catalogue 46-209) and
Pharmaceuticals. Cleaning Compounds and Toilet Preparations ( Catalogue 46-223) .

It appears that a change may also have occurred in the type of manufac-
turing industry in the two regions . Table 11 .5 shows changes in value added in
manufacturing per production employee in the pharmaceutical industry for
Quebec and Ontario during the 42 years following 1940 . Following 1945 and
until 1976, the value added per production employee in Quebec was
significantly higher than in Ontario, reaching a peak in 1965, but declining
thereafter . Since 1976, the ratio has been close to one . which indicates that the
type of manufacturing that is now carried on in Toronto is similar to that in
Montreal . This shift in production in Ontario towards higher value added per
employee probably reflects an increase in production of ethical pharmaceutical
products relative to proprietary goods .

A contribution to the slight shift in the locus of the industry's activities
towards Toronto in the period since 1969 is the growth of production of generic
drugs based on compulsory licensing to import. The generic industry was of
insignificant size before the change in legislation in 1969 and has grow n
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rapidly since that time in both Quebec and Ontario . But the growth in Ontario
has been faster. This is where two Canadian-owned firms, which are the
biggest generic manufacturers, are located. Changes in total industry activity
owing to the production of compulsorily licensed drugs can, however, easily be
overestimated. Drugs produced by compulsory licences constitute less than
3 per cent of total drug production .

No census of industry data are available from Statistics Canada for 1983 .
The Commission itself made a survey of the principal manufacturers in
Canada. These data are not directly comparable with those of Statistics
Canada, but are consistent with them . They are presented in Table 11 .6 which
shows that approximately 90 per cent of the employment in the sample is
located in Ontario and Quebec and that that proportion declined by 1 .5
percentage points over the period from 1979 to 1983 . The proportion located in
Quebec fell from 44 per cent in 1979 to 42 .1 per cent in 1982 and then took a
three point drop to 39 per cent of the Canadian total in 1983 . Statistics Canada
data on production show a drop of over 1 .5 points between 1981 and 1982,
which is not reflected in its entirety in the Commission's survey . However, the
general trends shown in the two surveys are not inconsistent . The drop in 1983
probably reflects chiefly the loss of 280 jobs when Ayerst closed its Montreal
laboratory in 1983 . The difference may have arisen owing to the timing in
reporting .

Future trends in employment and output in Quebec relative to Ontario are
difficult to foresee, but it is probable that the share of Montreal will show some
recovery in future years as a result of investment programs either under way or
announced for Montreal by Rhône-Poulenc, Mallinckrodt, Burroughs-
Welcome. Johnson and Johnson, and Ayerst .

Table 11 .6

Relative Shares of Total Employment: Ontario and Quebec, 1979-83

Year Ontario Quebec Ont . & Que . Que ./Ont.

1983 49 .7 39 .0 88 .7 78 . 5
1982 47 .3 42 .1 89 .4 89 . 0
1981 46 .9 42 .6 89 .5 90 . 8
1980 46 .9 43 .1 90 .0 91 . 9
1979 46 .2 44 .0 90.2 95 . 2

Source: Su rv ey of the commission of Inquiry on the Pharmaceutical Industry .
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Chapter 1 2

Pharmaceutical Research in Canad a

The pharmaceutical industry in Canada is intensive in research in
comparison to other sectors of Canadian manufacturing industry (though not
to the world-wide pharmaceutical industry) . This relative research intensity is
reflected in the fact that, in 1982, the pharmaceutical industry, with only .8 per
cent of all employees in manufacturing, employed 3 .5 per cent of that sector's
scientists and other research and development personnel . The pharmaceutical
industry expended 2 .8 per cent of the funds spent on research in manufactur-
ing. Furthermore, the scientific qualifications of the staff in the pharmaceutical
industry are high.

Table 12.1 shows that the funds for intramural research and development
in the Canadian pharmaceutical industry came predominantly from firms in
Canada and their foreign affiliates. In 1982, these sources accounted for 79 per

Table 12 . 1

Sources of Funds for Intramural Research and Development in the
Pharmaceutical Industry, Selected Years, 1975-82

Sources 1975 1977 1979 1981 1982

Canadian
Performing firm 72 71 75 75 7 1
Federal government 12 11 9 9 1 0
Provincial govern- 1 3 2 2 2

ment
Other 9 8 8 8 9

Subtotal 94 93 94 94 9 2

Foreign 6 7 6 6 8

Total 100 100 100 100 100

Sorrte: Statiuia Canada . Industrial Resrarcb and De ►Ylopment Statisries (Catalogue 88-201)
and AMral Rr+fr~ of Science StatisNcs (Catalogue I3-212) .
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cent of the total expenditures ; other private sources contributed a further 9 per
cent . Government subsidies amounted to 12 per cent of the total spent .
Government support to research in this industry was approximately the same
as the average for all manufacturing which, in 1981, was 11 per cent . However,
the contribution of government to research exceeds the direct funding
identified above, because the Canadian government provides very substantial
tax incentives for research by allowing taxpayers to deduct from income more
than the sums expended for that purpose. These tax incentives are amongst the
most generous in the world . Their adequacy in the judgement of the industry is
reflected in the recommendation of the Pharmaceutical Manufacturers
Association of Canada to the Commission that "the current system of grants
and tax incentives for research be continued ."

Forty-one of the 55 largest firms surveyed by the Commission had funded
their entire research and development expenditures from internal sources and
their foreign parent. This funding covered approximately 84 per cent of the
total research of the 55 firms .

The level of research and development expenditures over the period from
1968 to 1981 has been quite stable both as a proportion of the sales of the
pharmaceutical industry and in real terms . The submission of the Pharmaceuti-
cal Manufacturers Association of Canada provided provisional data indicating
the maintenance of those expenditures into 1983 .

The research of pharmaceutical firms can be categorized as basic, process,
and clinical . Basic research includes the search to discover new biological
processes, the synthesis of chemical compounds, and testing in animals . Process
research comprises research for the purpose of reducing costs of drug
production or of improving the quality of the product . Clinical research is to
determine the safety and therapeutic effectiveness of drugs. The survey by the
Commission indicates that, in 1983, approximately 15 per cent of research and
development expenditures by pharmaceutical firms in Canada were devoted to
basic research, a proportion that was slowly rising from 1979, and that
approximately 15 per cent of the research was devoted to developing new
processes, a proportion that was declining . The remaining expenditures were
for clinical research which varied by firm and over time with the number of
Preclinical New Drug Submissions made to the Health Protection Branch .

Five of the 55 firms in the surveyed group did the lion's share of basic and
process research in Canada . These firms had a ratio of basic and process
research and development expenditures to sales exceeding 4 per cent and did
approximately 85 per cent of all such research in Canada . The eight firms with
a ratio of such research to sales exceeding 2 per cent were responsible for
approximately 90 per cent of the basic and process research expenditures of the
surveyed firms . Basic research expenditures were less than .75 per cent of the
sales of pharmaceutical products by the surveyed firms.

Canada is a negligible force in basic research in the world-wide
pharmaceutical industry . Basic research is concentrated in the United States .
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pharmaceutical industry . Human insulin, antibiotics, vaccines, antiviral agents,
and many other products are either new or can be produced more cheaply, in
greater volume, and in purer form than was previously possible .

The prospects for world-wide progress in biotechnology are good, but it
also seems that progress will not come as quickly or as easily as had been
expected or hoped in earlier days of the new science . What progress will come
will be the result of huge expenditures on research.

From the standpoint of industrial structure, biotechnology is principally to
be distinguished in two respects from chemical processes for the discovery: and
production of pharmaceutical products. One is that the patentabilitÿ of
biotechnological products and processes is only currently being determined by
decisions of the courts. Many of the products exist in nature and may not be
patentable . The processes for making them may be more patentable. The other
difference is that the theoretical basis for research is more explicit than has
been the case up to now in the pharmaceutical industry, so that the cost of
research leading to an invention might prove to be more readily established .
However, the procedures for the development of products and the clinical trials
that are necessary for marketing are not dissimilar for pharmaceutical
products resulting from biotechnology and those of chemical origin .

The growth of research and the application of biotechnology has been
most rapid and most extensive in the United States . The U.S. federal
government has heavily supported research in biotechnology in universities and
hospitals . Many small firms have been established, partly as a result of the
relatively advanced state of scientific knowledge and partly because of the close
interface between business and academic circles and of the entrepreneurship to
be found in U.S. academic circles. Some of these firms have now reached very
substantial size and employ as many as 300 PhDs while still occupied virtually
exclusively in research. A number of large firms, including major pharmaccuti-
cal and chemical firms, have also established important research projects using
biotechnology. Helped by government support, universities, small specialized
firms, and diversified large firms together form a milicu of basic research that
is able to exploit the high level of scientific knowledge and the highly skilled
manpower that is available in that country . A lower but nevertheless impressive
commitment of resources to biotechnological advance is to be found in Japan
and some European countrics .

In Canada, biotechnology has only a small and fragmented base at
present. A number of small research-intensive firms across the country are
seeking to develop new products and processu . many with substantial
government aid . As these firms make discoveries applicable to human and
animal mcdicine, it is to be expected that they will form linkages with
established firms in the pharmaceutical industry, because such multinational
firms have the skills and resources to carry out the testing required for
clearance for marketing and the necessary promotion in the world market . So
far . the principal examples of such arrangements are those between Connaught
Laboratories and Novo Industri S.A. of Denmark and between Connaugh t
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Laboratories and Squibb USA to produce and distribute pharmaceutical
products, chiefly vaccines, in Canada and abroad .

Growth of the biotechnological industry in Canada is at an early stage
compared to the United States where about $3 billion has already been
invested . A number of reasons may contribute to this relative backwardness .
One is that the world's major centres of pure research (funded chiefly by
governments and located in universities) are not in Canada . Yet those are the
best locations for research-intensive firms which are either established by
entrepreneurial academic staff or are within easy access to the latest scientific
knowledge . Neither is Canada the location of the headquarters of large
pharmaceutical firms which have a well-known preference for establishing
their advanced research centres near their headquarters . Furthermore, the low
level of pharmaceutical research that has been traditional in Canada means
that there are few senior scientists and engineers with experience in manage-
ment suited to research at the forefront of new multidisciplinary projects in
pharmaceutical research . Canada does not appear to be an especially favoured
site for biotechnological research applied to pharmaceuticals .

However, Canada does have substantial assets advantageous for
biotechnological research especially in fields related to its abundant resources.
Canada's tax laws are favourable to research and development spending
compared to other jurisdictions and the level of direct financial support by the
federal government to research programs in firms is generous by international
standards. Canada has a good university system and good scientific personnel .
Major research activities in agriculture, energy, mining, fisheries, and other
fields where Canada is resource-rich are performed by firms, governments, and
universities . Many firms in these fields are based in Canada where their
managerial and research expertise is concentrated . Should these firms engage
in biotechnological research, Canada would be the most likely location . Thus,
though Canada does not appear to have advantages over some foreign sites for
research in biotechnology applicable to pharmaceuticals, because of a lack of
heavily funded university research in biology, genetics, and related fields, and
because of traditional weakness in pharmaceutical research in industry, there is
nevertheless good prospect that scientists in universities, small research-
intensive firms, and the few pharmaceutical firms active in basic research will
make discoveries with commercial prospects some of which might be in
pharmaceuticals for human or veterinary use .

The Commission has been told by some observers that the Patent Act's
provision for compulsory licensing to import pharmaceutical products is a
disincentive to biotechnology and other research in Canada, because it conveys
the impression that the Government of Canada does not welcome research . It
may convey that impression. Elowever, the present Patent Act does not have a
substantial negative effect on the profitability of Canadian innovations in
pharmaceuticals. because such research activities are undertaken to develop
new products for sale on the world market and not simply in Canada . The
present Patent Act. therefore, does not present a financial barrier to researc h
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or to collaboration between small research-intensive firms and multinational
pharmaceutical firms .

In the event that a Canadian innovation proved to be a big winner, it
would be exposed to the possibility of compulsory licensing in Canada .
However, should the changes in the Patent Act and its administration
recommended in this Report be implemented, the new product would enjoy a
period of exclusivity of a minimum of four years in Canada . Thereafter, the
royalty payment received by the innovating firm on its Canadian sales, which
would be based chiefly on its major research expenditures in Canada, wou(d be
high. The innovating firm would be adequately rewarded in this way by
royalties that were a high proportion of the value of the Canadian sales of the
licensed product .

In the Commission's opinion, no special provisions should be made to
protect and encourage biotechnological research in Canada related to
pharmaceutical products . Canada does not appear to have special advantages
in chemical or biotechnological research applied to pharmaceuticals. In any
event, the proposed patent and royalty arrangements would afford a suitable
return should such research lead to a product that was sufficiently successful
on the market to attract compulsory licensing .

The grants and tax incentives offered by Canadian governments to support
research and development in Canada elicited little comment in either briefs or
appearances before the Commission . It is possible to infer that firms find these
measures adequate, as was indeed confirmed by the recommendation of the
Pharmaceutical Manufacturers Association of Canada, found as well in some
other briefs, that these measures not be changed.

While the Commission is satisfied with the amount of government support
offered to research activities in the pharmaceutical industry . it is of the opinion
that programs should be redesigned so as to better address the particular needs
of small research-intensive firms . In the first place, such firms cannot benefit
from tax incentives when, as is often the case, they have no profits . unlike large
established profitable multinational firms. The second negative aspect is that
grants are made for particular projects, rather than on the basis of the past
performance of firms or their own research expenditures . This requires
committees and government officials to evaluate projects, with consequent
delays in funding, which are difficult for small firms to surmount ; uncertainty,
which makes planning difficult ; and elaborate procedures, which small firms
arc administratively poorly equipped to meet .

The Commission believes that the administration of aid to research for the
pharmaceutical industry should be simplified, perhaps by means of a simple
subsidy that is a rising proportion of the ratio of a firm s own research
expenditure to its sales so as to improve the access of small firms to such aid .

The Commission recommexds that gorerAmeAt departmeats ►eriew their

procedvres for granting frnancial support to research In the pbarmacexticaf
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industry with a view to improving the access ojsmall research-intensive firms
to such support by making such procedures simpler, faster, more stable, and
more predictable.
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Chapter 13

International Trade,
Transfer Prices and Tariffs

Between 1970 and 1983 the value of shipments of goods manufactured by
the pharmaceutical industry in Canada increased from $386 million to $1,785
million or by four and one-half times. During the same period exports rose
from $35 million to S144 million or by about four times and imports rose more
than six-fold from $81 million to $510 million . The share of imports of the
generic firms was about 5 per cent of total sales and of exports over 8 per cent .

The relatively rapid rise of imports needs some analysis . The rise might
have been owing to a fall in the international value of the Canadian dollar,
because transfer prices of active ingredients and final products are often set to
cover costs and contribute to profits of the parent company which are
denominated in the currency of the parent's country of residence. It might have
been owing to a shift from imports of bulk active ingredients, which are
manufactured into final dosage forms in Canada, to imports of finished
products . This shift would imply a decrease in the proportion of Canadian
consumption supplied by Canadian manufacturing . Lastly, the rise might have
been owing to increases in transfer prices to raise intra-company payments into
a lower tax jurisdiction owing to changes in the relative total tax burden
between Canada and the parent's home country or to shifts of transactions to a
tax haven.

For the purpose of analysis. the entire period was divided into two because
of a change in statistical classification . In the earlier years from 1970 to 1978,
the value of shipments of own manufacture in Canada rose by 135 per cent
whereas the value of imports rose by 206 per cent . During those years the
Canadian dollar depreciated against the currencies of the principal countries
exporting pharmaceutical products to Canada by a weighted average of about
17 .5 per cent . If this had not occurred, 1978 imports would have been valued at
about $210 million, not the actual $248 million, for an increase of only 160 per
cent . Depreciation was thus the principal cause of the increase in imports
valued in Canadian dollars relative to domestic production .

From 1978 to 1983, the value of shipments of own manufacture in Canada
rose by 96 per cent and the value of imports by 105 per cent . This difference
was accompanied by a decline in the proportion of imports that were bulk
ingredients as can be seen in Table 13 .1 . These rose by 65 per cent and thus by
less than domestic manufacture . Imports of dosage forms rose by 137 per cent .
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Table 13. 1

Canadian Pharmaceutical Imports by Country of Origin,
1970, 1978, 1983 (S Million)

1970 1978 1983

(1) (2) (3) (4) (5) (6) (7) (8) (9)
Total Raw or Bulk ( 2) as % Dosage Total Raw or Bulk (6) as % Dosage Total

Materials of Total Form Materials of Total For m

United States 39 .32 82 121 53 .24 174 227

United Kingdom 12 .37 21 34 8 .14 53 6 1

EEC 26 .62 116 42 28 .41 41 69

Switzerland 11 .62 17 60 45 .65 24 70

Japan 2 .27 I 3 4 .50 2 6

Other 20 .62 12 32 43 .57 33 76

Total 81 111 .45 138 248 182 .36 327 510



In 1978, bulk materials constituted 45 per cent of imports ; in 1983 the
proportion was 36 per cent . During these years, there was thus an increase in
value added in manufacturing in Canada, where little active ingredients were
produced . Over the entire period from 1970 to 1983, a small increase took
place in the proportion of the growing Canadian market that was supplied by
imports.

The third possible cause of change in import prices is changes in the basis
on which intra-corporate transfer prices are set, which is discussed below .

Intra-corporate Transfer Prices

When international transactions are integrated within the operations of a
single firm, the values attributed to these transactions are not determined by
arm's-length prices . It then becomes a question of the extent to which these
prices reflect true values . Eighty per cent of the value of production of the
Canadian pharmaceutical industry is carried out by multinational firms, nearly
all of which are heavy importers from affiliated firms abroad both of the active
ingredients that are formulated in Canada and of finished products either
packaged or in bulk which are then distributed in Canada . The prices set for
these intra-corporate international transactions are called transfer prices .

Transfer prices, not being determined at arm's length in a competitive
market, may be set by the firm carrying out the transactions with different
objectives or criteria . In some cases the prices of active ingredients or of
finished products may reflect only the cost of manufacturing . In that case they
do not reflect the value of any patent that may be applicable or the costs of
research, marketing, and central administration incurred by the multinational
firms. These prices are similar to the ingredients purchased by generic
producers from firms in countries that do not recognize patents. In most cases
the transfer prices include . in addition to manufacturing costs, some allocated
general costs such as a share of research and development and general
administrative expenses that can be calculated on a variety of possible bases .

The way in which transfer prices are set would be of concern only for the
firm were it not that prices also affect the share of different governments in the
tax revenue created by the firm's activities . The level chosen for the multina-
tional firm's transfer prices may be affected by the rational desire of the firm
to minimize its total tax payments by setting prices so as to shift profits to low
tax jurisdictions including tax havens .

The ability to shift profits internationally through the manipulation of
transfer prices depends on a number of legal factors and on tax rates . The
principal incentive to shift profits by transfer pricing is international
differences in corporate income tax . The critical income tax rates are not only
those applied by the central government of a country, but must be the sum of
the effective marginal income tax rates of applicable federal, provincial, and
municipal taxes in Canada compared to those in foreign jurisdictions . The
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corporate income tax laws of countries differ in several respects . One difference
is in the deductibility of certain expenses such as management fees, interest, or
research and development allocations . This disparity creates an incentive to
shift income to the country where those expenses are deductible . Another
difference is the geographical domain over which the income is regarded as
taxable by a particular government .

Most countries levy tax on the world-wide income of a company located in
their jurisdiction and so include the profits of its subsidiaries abroad, but others
do not . No country as yet has adopted a unitary tax system whereby the
country in which a subsidiary is located taxes the income of the parent, thoûgh
some states have done so in the United States . The Canadian government taxes
the income of subsidiaries of firms resident in Canada only when the income is
remitted as dividends . In contrast to some other countries, Canada does not tax
the earnings of such subsidiaries when they are earned even when the
subsidiaries are located in tax-haven jurisdictions . This permits the accumula-
tion of earnings at low effective tax rates and the accrual of a benefit for the
firm from the postponement . Withholding taxes, whereby governments tax the
payments of interest and dividends from subsidiaries to foreign parent
companies, are, in effect, a substitute for the personal income tax payable by
residents on investments in domestic companies . They are also levied when the
dividends or interest are remitted to the foreign parent at rates and terms that
vary across countries. Countries also differ in the regime whereby they allow
credits in the calculation of tax liabilities in respect to foreign taxes paid by
their subsidiaries against corporate income and withholding tax liabilities
arising in the repatriation of foreign earnings.

The taxes often second in significance after the corporate income tax are
the customs and exise duties applicable to the transfer prices of the internation-
ally traded goods. An increase in the transfer price of goods imported to
Canada reduces Canadian corporate income tax liability and reduces profits,
because it reduces Canadian income while foreign income is increased . But the
increase in transfer price raises the import duties payable in Canada . In
general, then, income taxes and customs duties create opposite incentives for
the manipulation of transfer prices . The net effect depends on the difference in
income taxes in the two countries and the level of customs duties . Duties .
unlike foreign income tax paid, are not deducted from the parent firm's final
tax bill as a tax credit.

Table 13.2 summarizes the features of corporate income tax rates in the
provinces of Quebec. Ontario, and British Columbia where significant
pharmaceutical production takes place. The combined federal and provincial
corporate income tax rates of Quebec . Ontario, and British Columbia were
39.5 per cent, 44 .5 per cent, and 47 .5 per cent respectively in 1982. Table 13 .3
summarizes the features of the corporate income tax laws of many countries
including the United States, Switzerland, the United Kingdom, and Puerto
Rico from which most of Canada's pharmaceutical imports originate . Imports
of pharmaceutical products are shown in Table 13 .4 .
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Table 13. 2

Marginal Tax Rates on Nfanufacturing and Processing:
Canada,l982

A. Federal Ta x

Basic Federal Rate 46
Abatement 10
Manufacturing and Processing Deduction 6

30

Surtax (Reduction) 1 .5
Net Federal Rate 31 . 5

B. Inclusive of Provincial Ta x

Quebec 39.5
Ontario 44.5
British Columbia 47. 5

Figure 13.1 illustrates the relationship between foreign tax rates and
possible levels of the Canadian tariff that would provide incentives to raise or
lower the transfer price of imports into Canada for Canadian subsidiaries
subject to taxation in three provinces . It is evident that the Canadian tariff,
which currently averages about 10 per cent, reduces the incentive to shift
profits out of Canada by transfer price manipulation and increases the
incentive to shift them in .

A comparison of incentives to raise or lower transfer prices in Canada was
estimated by comparing the taxes payable in Canada, including the sum of
corporate income taxes and a 10 per cent import tariff duty, with the taxes
leviable in foreign countries and special incentives offered there . The result is
shown in Table 13 .5. It indicates that, among the major supplying countries,
net taxation is higher in the United States than in Canada ; this fact would
provide an incentive to lower transfer prices and raise profits in Canada . For
Switzerland and Puerto Rico, the opposite is the case : net taxation is lower
than in Canada . which would lead to raising transfer prices . A comparison of
the tax burden with respect to the United Kingdom could not be made owing to
regional differences in that country .

The Commission was concerned about whether or not these identified tax
incentives had given rise either to increased transfer prices or to a shift in
location of production . A test conducted by the Commission indicates that the
import share of countries supplying significant amounts of pharmaceutical
products to Canada and having a tax advantage over Canada increased from
20 per cent to 27 per cent between 1980 and 1983 . These countries are the
Bahamas, Hong Kong, Ireland, Italy, Puerto Rico, Spain, and Switzerland .
This result does not distinguish between the growth in the value of imports
owing to higher transfer prices and the growth owing to shifts in the location of
production .
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Table 13 .3

Provisions of Corporate Income Tax Legislation Applicable to Large Manufacturers, 198 3

Base Rate Taxes on Subsidiaries State/Local/Province Witholding Foreign Taxes

Country D U 1m REP Special Rate Credit Ded . Accrual Canada Deduct Credit Specia l
Incentives

Australia W 46 46 - X - - - - 30 IS - X
Austria W 27 .5 55 - X - 14 - X 20 15 - X
Bahamas W 0 0 - - - - - - - - - -
Barbados W 48 48 - X - - - - 40 15 - X ye s
Belgium W 45 45 - X - - - - 20 15 - X

Brazil L 35 60 - 0 - - - - 25 15 - -
Denmark W 40 40 - X - - - - 30 15 - X
Dom . Republic L 41 41 - 0 - - - - 18 18 - - ye s
Finland W 43 43 - X - 13 to 19 - X 25 15 - X
France L(W) 50 50 - - Tax Havens - - - 25 15 - -

Germany (W .) W 36 56 - X Tax Havens I I to 18 - X 25 15 - X
Hong Kong L 16 .5 16.5 - 0 - - - - 0 0 - -
Ireland W SO 70 - X - - - - 0 0 - X ye s
Italy W 38 .8 38.8 X - - - - - 30 15 - X
Jamaica W 45 45 - X - - - - 37 .5 32 .5 - X ye s

Japan W Varies (High) X - - - - X 20 IS - X
Netherlands W 48 48 - treaty - - - - 25 IS - by treaty
Norway W 51 SI - X - - 25 15 - X
Portugal W 40 52 - X - - - - 18 15 - X ye s
Puerto Rico W 45 45 - X - - - - 25 25 - by treaty ye s

Singapore W 40 40 - X - - - - 0 0 - X yes
Spain W 33 33 - X - - - - 16 15 - X
Sweden L 60 60.4 - 0 - Included - - 30 15 - -
Switzerland L Varies (Low) - 0 - - - - 35 I5 - -
United Kingdom W 52 52 - X - - - - 0 0 - X ye s

United States W 46 46 - X - 0 to 12 - 30 15 - X

Abbreviations: X - applicable 0- none levied W - world L - local Tax Havens - Income in Tax Haven Subsidiaries taxed as accrued .
Yes - exemption period 3-30 years in specified areas . D - Distributed profits U - Undistributed profits Im - Immediate REP - On Repatriation

Source: Price Waterhouse and Company. Corporate Taxes . A Worldwide Survey 11913) (New York : Price Waterhouse and Company, 1983) .



Table 13.4

Pharmaceutical Imports, 1980 and 1983

Imports ($000) Per cent of Imports

Country ofOrigin 1980 1983 1980 1983

Australia 1,910 3,055 0 .5 0 .6
Belgium-Luxembourg 4,966 3,317 1 .4 0.7
Bahamas 1,661 2,576 0.5 0.5
Brazil 173 1,807 - 0 .4
China (Peoples' Republic) 1,435 4,020 0.4 0.8
Denmark 5,904 3,202 1 .6 0.7
France 9,70 6,737 2 .7 1 .4
Germany (W.) 16,981 24,860 4 .7 5 . 2
Hong Kong 1,215 2,227 0.3 0 .5
Ireland 3,131 7,293 0 .9 1 .5
Italy 8,858 9,537 2 .5 2 . 0
Japan 8,511 6,958 2 .4 1 . 5
Mexico 2,347 2,247 0 .7 0 . 5
Netherlands 1,917 2,053 0 .5 0 . 4
Norway 5,850 86 1 .6 -
Puerto Rico 27,503 38,320 7.6 8 . 0
Sweden 6,334 8,435 1 .8 1 . 8
Spain 842 3,223 0.2 0 . 7
Switzerland 23,916 60,416 6.6 12. 7
United Kingdom 48,546 56,896 13 .5 11 .9
United States 172,500 223,832 47 .9 46 .9
Yugoslavia 1,086 570 0 .3 0 . 1
Others, each less than $ 1 million 6,374 5,809 1 .8 1 .2

Total 359,752 477,38 7

Source : Statistics Canada. Imports (Catalogue 65-207) . 1980, 1983 .

Table 13 .6 provides the result of a second test which compared the profits
of the Canadian subsidiary with those of the parent firm for two groups of
countries, one where the net tax incentives are to lower transfer prices to
Canada so as to raise Canadian profits and lower foreign profits, and the other
where the incentive is in the opposite direction, namely, to raise transfer prices
so as to shift profits outward . Adequate data on Canadian subsidiaries and
parent companies was available for 23 firms . For 19 firms the parent was
located in high net tax jurisdictions and for 4 in low net tax jurisdictions. It
turns out that the Canadian profits compared to the parent profits are
significantly higher in the first case than in the second . This statistical result
would be the consequence of random factors in less than one out of 50 cases .

The statistical evidence indicates that multinational drug companies are
able to shift profits by using transfer prices and do so. This evidence is
supplemented by the Commission's knowledge of particular cases in which
tranfer prices charged to Canadian subsidiaries have on occasion increased
dramatically when the sourcing or the payment shifted to a low tax from a

435



Figure 13 . 1

Relationship Between Foreign Tax Rates and Canadian Tarif f

Foreign
~ax

Rate

50

40 -~

30

m
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0

Incentive to Reduce Transfer Price
(to import profits)

Br itiw~

C

C4

umbe Tax Rare 47s
Onrar~

Rare 45. 5

Rare 39.5

Incentive to Increase Transfer Price
(to export profits )

0 S i0 Is 20
Rate of Dut y

The formula for the critical tax rates is :

Foreign tax rate - Canadian tax rate -(t - Canadian tax rate) Canadian rate of dut y

higher tax jurisdiction . The total effect of such activities on profits in Canada
and Canadian tax revenue could not be estimated . Nevertheless, because the
Canadian tariff is an impediment to the outward shift in Canadian profits and
tax revenue, it should be retained in the absence of good reasons to the
con t ra ry .
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Table 13 .5

Comparison of Taxes Payable in Canada and Other Countrie s

Incentive to:

Effective Incentive Lower Rais e
Corporate Tax Transfer Transfe r

Base Tax Rate Holidays Prices Prices Uncertai n

Austria W 27.5-55 No X
Australia W 46 No X
Argentina L 53 Yes X
Bahamas W 0 n.m.f. X
Barbados W 48 Yes X

Belgium/Luxembourg W 45 No X
Bermuda 0 0 No X
Bulgaria n .m.f. X
Brazil L 35-60 No X
Chile W 37 X

China (P .R .) n .m.f. X
Columbia W 40 No X
Czechoslovakia n .m.f. X
Denmark W 40 No X
Egypt W 32 Yes X

Finland W 43 No X
France L 50 No X
Germany (W .) W 36-56 No X
Haiti }t
Hong Kong L 16 .5 No X

Hungary n.m.f. X
India W 55-60 Yes X
Indonesia W 35 No X
Ireland W 50-70 Yes X
Israel X

Italy W 38.8 No X
Jamaica W 45 Yes X
Japan W 50 No X
Korea (S.) W 33 Yes X
Mexico W 50 No X

Netherlands W 48 No X
New Zealand W 45 No X
Norway W 51 No X
Panama L 50 Yes X
Poland n .m.f. X

Portugal W 40-52 Yes X
Puerto Rico W 45 Yes X
Romania n .m.f. X
Singapore W 40 Yes X
South Africa L 46 .2 No X

Spain W 33 No X
Sweden L 60 .4 No X
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Table 13 .5 (continued )

Comparison of Taxes Payable in Canada and Other Countries

Incentive to:

Effective Incentive Lower Raise
Corporate Tax Transfer Transfer

Base Tax Rate Holidays Prices Prices Uncertain

Switzerland L Low No X
Taiwan W 35 Yes X
Trinidad-Tobago W 45 Yes X

Turkey W 40 Yes X

United Kingdom W 52 Yes X
Uruguay L 30 No X

United States W 46-53 No X
U.S.S.R . W n .m.f. X

Virgin Islands (U.S.) L Yes X
Yugoslavia n .m.f. X

n .m.f. - No meaningful figure .

Note: Table 13.5 lists countries from which Canada imported significant volumes of pharmaceutical products or
materials in 1980 and 1983. The table indicates the tas base, relevant tas rates, and the existence (or non-
existence) of incentive tas holidays as reported in Price Waterhouse. Corporate Taxes-A µorfdwide

Survey (New York . 1980). In the last three columns, the direction of incentives to manipulate transfer
price is shown . This is based on the tas nte: where incentives, tas holidays are available. it is assumed that

the enterprise qualifies for such treatment. Such treatment accounts for the majority of situations where
there is an incentive to raise transfer prices. Centrally directed economies in Eastern Europe and Asia are
classified as having an incentive to lower transfer prices despite the lack of any meaningful tas rate.

beause of persistent shortages of hard currencies . A similar assessment has also been made in the case of

Israel .

Table 13 . 6

Simple Statistics: Test of Parent/Subsidiary

Profitability Ratios. 1982

n 11eao Standard Deviation•

Tax rates favou r
Reduction in Transfer Price: • 19 2.6 1

Tax rates favou r
Increase in Transfer Price: • 4 -.74

Sp - 1 .18& b

t ratio - 2.824

4 .1 6

4 .36

• Estimated Population Standard Deviations. computed from sample data . where:

S - 1
n- 1
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where

x, = the i '" observation

X = the sample mea n

n = the number of observations in the sample [(n - 1) = the number of
degrees of freeedom for the estimate ]

"SE, is the standard deviation of the difference between two sample means x, and x2 . For
samples of size n, and n2 respectively, and sample standard deviations S,, and S 2

So = n . + nz x nS,2 + nz S2 z
n, nZ n, + n, - 2

This statistic is distributed according to Student's "t" distribution
with (n, + n, - 2) degrees of freedom .

c t is computed from the formula ;

t_ z, -x,

So

The actual value of "t" is 2 .52 at the 2 per cent significance level with 21 degrees
of freedom . The odds against the hypothesis that the populations have the same
mean are greater than 50 to 1, given the computed "t" value .

'Companies in the "Reduce Transfer Prices" sample include :

Company

Organon
Aycrst
Wyeth
Astra
Boehringcr Ingelhcim
Beecham
Bristol-Myers
Cyanamid
Merrell
Pharmacia
Hocchst
Rorcr
Rousse l

Schcring
Smith Kline & French
Squibb
Syntex
Burroughs Wellcome
Eli Lilly

Parent

Akzo
American Home Products
American Home Products
Astra
Boehringer Ingclheim
Beecham
Bristol-Myers
Cyanamid
Dow Chemical
Forti a
Hoechst
Rorer
Rousse l

Schering-Plough
SmithKline
Squib b
Syntex
Welicome
Eli Lilly

Country

Neth via U .S .
U.S .
U.S .
Sweden
West Germany
U.K .
U .S .
U .S .
U .S .
Sweden
West Germany
U.S .
West Germany
via France
U.S .
U.S .
U.S .
U .S .
U.K .
U.S .

'Companies in the "Increase Transfer Prices" sample include :

Company

Ciba-Geigy
Fisons
Hoffman-La Roche
Sandoz

Paren t

Ciba-Geigy
Fisons
Roche
Sandoz

Country

Switzerland
U.K.'
Switzerland
Switzerland

•Fisons, a U.K. company, is included in the "Increase Transfer Prices" sample
because of the proportion of its activities located in development areas offering special
tax incentives in the U.K. and Ireland .
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The Canadian Tariff

Tariffs have three principal effects. They raise the price of the imported
product, of its domestically produced substitutes in the protected market, and
encourage a shift in the location of production from foreign locations to the
tariff-protected market . The higher prices decrease the amount of consump-

tion. Tariffs are a source of government revenue because they are a tax on the
imports that continue after the shift in the location of production .

The shift in location usually reduces the efficiency of world-wide
production, because production would take place in the location with the lowest
costs were it not for government intervention . If it has any effect at all,`the

tariff can be presumed to cause a shift of production from the least-cost world
location to the protected market . Tariffs do raise prices to consumers and in all
but the most exceptional cases reduce consumption below the amount that
would take place in their absence . This reduces the effectiveness with which
consumers are able to spend their income and their satisfaction from it by
inducing them to buy less of the heavily taxed good than they would if its price

reflected its costs of production . In so far as imports continue despite the tariff,
it provides a source of revenue to the government levied on the consumers of
the particular imported commodity, which may not be an equitable basis for

taxation .

These distorting effects of tariffs are negligible in the case of imports of
active ingredients for drugs into Canada, which amount to about two-thirds of
total pharmaceutical imports. The shift in location of production that tariffs
encourage has been slight in the case of active ingredients. The evidence is that

very little active ingredient production takes place in Canada. Hence the

Canadian tariff has not caused production of active ingredients in Canada that

is inefficient by world standards .

The Canadian tariff on active ingredients undoubtedly has the effect of
raising the costs of production of the final products in Canada and hence of

raising their prices . But it is generally recognized that the responsiveness of
quantity demanded of drugs to their prices is slight . The reasons are to be

found in the low level of information consumers generally have about drugs
and the fact that 90 per cent of Canadian drug consumption is by persons who
either do not pay themselves for the drugs they consume or are reimbursed for
most of their expenditures by governments or private insurers . Hence, the tariff

has little effect in distorting consumers' choices .

Most drug purchases are paid for by taxes and insurance premiums . Most

individuals pay the taxes that are the import duties on pharmaceutical
products, not according to their consumption of drugs, but on more uniform
bases of taxation or premiums. Hence, the fiscal inequity implicit in taxation
based on what an individual chooses to consume is less for tariffs on
pharmaceutical products than is generally the case for other products .

Much the same analysis applies to imports of finished products either in

bulk or in packaged form . The duty paid on imports is chietly paid on the basi s
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of insurance which applies to the great majority of Canadian consumers and
has in consequence the effect similar to a sales tax . The increased price of the
drug to consumers does not affect the amount consumed significantly, because
of the many factors responsible for consumers' insensitivity .

The tariff does raise the cost of importing finished drugs in relation to
local manufacture of final dosage forms and may result in more manufacturing
in Canada than the efficient use of Canadian resources overall would call for .
However, this consequence of tariff protection of pharmaceuticals is common
to that of duties on imports of other manufactured goods into Canada . The
Commission does not believe that the tariff on imports of finished phar-
maceutical products should be addressed outside the context of the structure of
tariffs on all goods and of general tariff negotiations with other countries .

However, another part of Canadian tariff policy demands attention . This
is the Special Import Measures Act of 1984 which replaced the Anti-dumping
Act of 1969. Generally speaking, dumping is the practice whereby an exporter
sets a lower price on the goods he exports than he charges for sales in his home
market . Most countries, Canada amongst them, seek to prevent the importa-
tion of dumped goods when they injure domestic producers by levying anti-
dumping duties that offset the difference between the two prices . They tend to
disregard benefits from importing cheap goods to consumers and to manufac-
turers using the imports as materials and the risk of retaliation by foreign
governments against the products of their exporting industries .

Section 14 of the present Special Import Measures Act and Section 7 of
the Anti-dumping Act provide that the Governor in Council may make
regulations exempting any goods or class of goods from the application of the
Act, thereby relieving imports of the possibility of anti-dumping measures . The
only major exemption given under Section 7 of the old Act was for phar-
maceutical products of a kind not made or produced in Canada . This
exemption was dropped in 1984 when new Special Import Measures
Regulations were adopted .

The prices of particular drugs vary widely amongst national markets
owing to different governmental policies affecting the industry through price
controls, subsidies, patent conditions, and other measures. The Canadian price
level for drugs is lower than that of some countries and higher than that of
others . It seems inequitable in these circumstances of a world drug market
fragmented by differing national policies to inhibit exports to Canada from
countries with high price levels by the use of anti-dumping duties . The costs of
manufacturers in high-priced countries such as Germany and Switzerland are
not necessarily high, yet their exports to Canada and the advantages to be
derived from them by consumers are threatened by the possibility of anti-
dumping action .

The Commission believes that pharmaceutical products should be
exempted from the application of the Special Import Measures Act as they
were from the application of the Anti-dumping Act that expired in 1984 .
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It is notable that the Canadian tariff, though mentioned in some briefs
and in the Hearings before the Commission, appeared to be thought of little
consequence by both representatives of the pharmaceutical industry and of

consumers .

In summary, the Canadian tariff on imports of pharmaceutical products
probably has less effect on location of production and certainly has less effect
on the consumption of drugs than it has on most other products . The tariff has

some effect on reducing the incentive given by the structure of taxation in
Canada and abroad to transfer profits abroad through transfer pricing to the
detriment of Canadian tax revenue. The Commission does not recommend

changes in the rates of duty applicable to imports of pharmaceutical products
outside general negotiations with foreign governments .

For their part, foreign tariffs against exports of Canadian pharmaceutical
products undoubtedly have an inhibiting effect on Canadian manufacturing .

This is notably true of the production of active ingredients . For most of these,

substantial economies of large-scale production exist as is evidenced by the
practice of multinational firms to concentrate production of active ingredients
in very few plants to supply the world market. Unless some major offsetting

cost advantage exists in a small country, facilities to produce active ingredients
are best located inside tariff-free areas with a large share of world consump-
tion, such as the United States area, which includes Puerto Rico, and the
European Economic Community .

The Commission was informed at its Hearings that Canadian manufactur-
ers of active ingredients do have a temporary advantage in the manufacture of
compulsorily licensed active ingredients . This advantage arises because
production could be established in Canada for the Canadian market and be
ready to supply the needs of generic manufacturers of the final dosage forms
for export abroad when patents on the product expired in foreign countries .

This potential would be improved if foreign tariffs were lowered or removed .

This factor should be a consideration in future international tariff negotiations .
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Chapter 14

Conclusion

Examination and analysis of the pharmaceutical industry in Canada has
led the Commission to believe that the thrusts of public policy specific to the
pharmaceutical industry as they have developed over the years in Canada are
sound . Principal among these policies are health regulations to ensure the
safety and efficacy of drugs, compulsory licensing of imports to facilitate entry
of new firms into the manufacture of finished products and to increase
competition on the basis of price, and provincial rules for substitution and
selection of drugs by pharmacists that cause consumers to reap at least part of
the potential for lower prices created by compulsory licensing .

Despite the considerable achievements of these policies, the Commission
recommends some major modifications and extensions . The process leading to
authorization for marketing should become more rapid and more consultative .
The terms on which compulsory licences are issued should ensure that the
licensing firms pay their share of the research and development and promotion
expenditures from which they benefit . Royalties should be distributed to the
patent-holding firms in such a way as to encourage research in Canada .
Provincial plans should provide consumers with greater knowledge about what
drugs are substitutable, greater information on prices, and incentives to seek
out cheaper drugs.

These measures would reduce delay in the introduction of new drugs,
encourage research in Canada, and ensure that consumers could capture more
of the potential benefits of existing policies.

This modified Canadian system for the pharmaceutical industry would
make Canada a more attractive site for pharmaceutical production and
research . The relative attraction of Canada for the industry compared to other
countries will increase further in the foreseeable future because of the growing
trend for governments of most industrially advanced countries to interfere
directly and forcefully in the activities of the pharmaceutical industry . The
purposes of these interventions are to restrict the number of drugs eligible for
public reimbursement, thus decreasing profits for the industry and the ability
of physicians to prescribe freely, to reduce the profits allowed to the industry,
to impose strict controls on prices, to limit expenditures on advertising, and to
substitute generic for branded products . Such programs, long in place in
France, ltaly. and Eielgium. are spreading and are becoming more rigorous in
countries traditionally regarded as providing especially favourable condition s
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for patent-holding firms such as the United Kingdom and West Germany .
Most of these restrictions are not applied in Canada .

The more favourable environment in Canada, together with the increase in
demand for drugs owing to the aging Canadian population, will probably result
in increased manufacturing of final products, and considerably increased
clinical research, and perhaps a significant increase in the volume of basic
research in the pharmaceutical industry . There are promising opportunities for
research based on new technology in fields of special importance and
traditional strength in Canada such as the application of biotechnology to
animal husbandry. Canadians may develop specialties in which their research
excels . But, in the Commission's opinion, Canada is not well placed to become
a major world centre for pharmaceutical research or for the production of
active chemical ingredients . °
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APPENDIX A

List of Submissions

The following is an alphabetical list of submissions filed with the
Commission of Inquiry on the Pharmaceutical Industry .

Name Brief
No.

A.H. ROBINS CANADA INC .
Mr. Harold M . Roman
Presiden t
A.H. Robins Canada Inc.
2360 Southfield
Mississauga, Ontario
L5N 3R 6

ABBOTT LABORATORIES, LIMITED
Mr. Martin McGlyn n
President & General Manager
Abbott Laboratories, Limited
5400 Côte de Liesse Road
Montréal, Québec
H4P 1A 5

ACT FOUNDATION OF CANADA
Ais . S .E . Clarke
Executive Directo r
Act Foundation of Canada
P.O. Box 15937, Station F
Ottawa, Ontari o
K2C 3S 8

ALBERTA PHARMACEUTICAL ASSOCIATION (THE)
Mr . Larry J . Shipka
Registrar-Treasurer
Alberta Pharmaceutical Association (The)
10615-124 Street
Edmonton, Alberta
TSN ISS

ALLERGAN INC .
Mr . Gordon Politeski
Presiden t
Allergan Inc .
2255 Sheppard Ave. East
Suite 414 West
Willowdale, Ontario
M2J 4Y3

104

88

10 1

39

69
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Name

ALLERGY INFORMATION ASSOCIATION
Ms. M . Susan Daglis h
Executive Director
Allergy Information Association
7-25 Poynter Driv e
Weston, Ontario
M9R 1 K 8

ANAQUEST
E. Michael Koshowski
National Manager
Anaques t
Division of BOC Inc.
I Vulcan Street, Suite 201
Rexdale, Ontario
M9W 1L 3

ARCHAMBAULT, Professeur André
Université de Montréa l
Faculté de Pharmacie
Pavillon Principal S728
Montréal, Québec
H3C 3J 7

ASSOCIATION DES FACULTÉS DE PHARMACIE DU CANADA
M . Jacques Gagné
Président
Association des Facultés de Pharmacie du Canada
Université de Montréa l
C.P. 6128, Succursale "A"
Montréal, Québec
113C 3J 7

L'ASSOCIATION DES MÉDECINS DE LANGUE FRANÇAISE
Dr Raymond Robillard
Directeur généra l
L'Association des médecins de langue française du Canada
510-1440 ouest, rue Ste-Catherin e
Montréal . Québcc
113G 2P9

ASSOCIATION OF CANADIAN COMMUNITY PHARMACISTS
Mr . D .A . Manor c
Executive Secretary
Association of Canadian Community Pharmacists
321 Kerr Street
Oakville, Ontario
L6K 3B6

ASSOCIATION OF DEANS OF PHARMACY OF CANADA
c/o Dr. John W . Steel e
Dean, Faculty of Pharmacy
University of Manitoba
Winnipeg. Manitob a
R3T 2N2

Brief
No.

60

99

26

57

108

8 1

55
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Name

ASSOCIATION OF MEDICAL MEDIA (THE)
Mr. Charles E . O'Hear n
President
Association of Medical Media (The)
% The Medical Pos t
777 Bay Street
Toronto, Ontario
M5W IA7

ASSOCIATION OF THE BRITISH PHARMACEUTICAL
INDUSTRY (THE )
Mr. A .D.W. Massam
Secretary
Association of the British Pharmaceutical Industry (The)
12 Whitehal l
London, England
SWIA 2D Y

ASTRA PHARMACEUTICALS CANADA LTD.
Mr. G. McDol e
Executive Vice-Presiden t
Astra Pharmaceuticals Canada Ltd.
1004 Middlegate Road
Mississauga, Ontari o
L4Y I M4

AYERST, MCKENNA & HARRISON, INC.
Mr . D . Donald Davies
Chairman of the Board
Ayerst Laboratories
1025 Laurentian Blvd .
Saint-Laurent . Québec
H4R 1 .1 6

BARSKY, Dr . Percy
Associate Professor of Pediatrics
University of Manitoba
Children's Hospita l
678 William Avenue
Winnipeg . Manitoba
R3EOW 1

BEECIIAM LABORATORIES INC.
Mr . E .R. Chouinard
President & General Manager
Beecham Laboratories Inc .
115 Brunswick Blvd .
Pointe Claire, Québec
119R IA4

BELL, Mr . Ronald G .
1222 Pulpit Road
Peterborough, Ontario
K9K IHS

Brief
No .

46

33

11 0

98

8

97

28
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Name

B1O-MEGA, INC .
M. Louis Riopel
Présiden t
Bio-Mega, Inc.
1, Complexe Desjardins, Bureau 3804
C.P . 15 8
Montréal, Québec
H5B 1B 3

BIO-RESEARCH LABORATORIES LTD .
Mr. Michael F. Ankcorn
President
Bio-Research Laboratories Ltd .
87 Senneville Roa d
Sennevillc, Québec
H9X 3R 3

BRISTOL-MYERS CANADA INC.
Mr . Mitchell P. Cybulsk i
President
Bristol-Myers Pharmaceutical Group
Div . of Bristol-Myers Canada Inc .
P .O. Box 6313, Station J
Ottawa . Ontario
K2A 3Y 4

BRITISH COLUMBIA HEALTH ASSOCIATION
Mrs . Patricia Wadswort h
Executive Directo r
British Columbia Health Association
440 Cambie Stree t
Vancouver . British Columbia
V6B 2N 6

BRYANT, Mr. Frank
316-8860 No. 1 I Road
Richmond, British Columbia
V7C 4C2

BURROUGHS WELLCOME INC.
Mr. Bernard T. Keene, O.B .E.
Presiden t
Burroughs Wellcome Inc .
16751 Trans-Canada Road
Kirkland . Québec
1191141 4

B .C. PiIARMACISTS' SOCIETY
Mr . Frank M. Archer
President
B .C. Pharmacists' Society
604-1200 West 73rd Avenue
Vancouver, British Columbia
V6P 6G5

Brief
No.

13 8

;10 5

7 1

146

30

2020

11 6
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Name
Brief

No.

CANADA PACKERS 53
Dr. V.J .V . Parks
Manager
Quality Assurance and Government Affairs
Canada Packers Inc.
Chemicals Division
S 100 Timberlea Blvd .
Mississauga, Ontario
L4W 2S 5

CANADIAN ASSOCIATION OF PHARMACY STUDENTS AND 66
INTERNS
Ms. Michelle Mezei
Finance Office r
Canadian Association of Pharmacy Students and Interns
College of Pharmacy
Dalhousie University
Halifax, Nova Scotia
B3H 3 .15
CANADIAN CARDIOVASCULAR SOCIETY 31
Dr. E .D. Wigl e
Vice-President
Canadian Cardiovascular Society
Toronto General Hospita l
10l College Street
Toronto, Ontario
MSG IL7

CANADIAN CHAMBER OF COMMERCE (THE) 24
Mr. S .F . Hughes
President
Canadian Chamber of Commerce (The)
301-200 Elgin Street
Ottawa, Ontario
K2P 2.1 7

CANADIAN COUNCIL FOR INTERNATIONAL COOPERATION 76
% Mr. David Kardish
Government Relations Officer
450 Rideau Stree t
Ottawa, Ontario
KIN SZ4

CANADIAN COUNCIL OF BLUE CROSS PLANS 143
Mr. Leon Furlong
President
Canadian Council of Blue Cross Plans
ISO Ferrand Drive
Don Mills, Ontario
M3C 1116
CANADIAN COUNCIL ON SOCIAL DEVELOPMENT 122
Mr. Terrance M . I lunsle y
Executive Director
Canadian Council on Social Development
55 Parkda l e
P.O. Box 3505, Station "C"
Ottawa, Ontario
K1Y4GI
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Name

CANADIAN DRUG MANUFACTURERS ASSOCIATION
c/o Ivan Fleischman n
President
Canadian Intercorp
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CANADIAN FEDERATION OF BIOLOGICAL SOCIETIES 63
Dr . V . C . Abrahams
Member, Science Policy Committee
Canadian Federation of Biological Societies
Department of Physiology
Queen's University
Kingston, Ontario
K7L 3N6

CANADIAN FEDERATION OF UNIVERSITY WOMEN 141
Ms. Theodora Carroll Foster
Chairperson, Legislation Committee
Canadian Federation of University Women
c/o EDPRA Consulting Inc .
803-200 Elgin Street
Ottawa, Ontario
K2P 1 L5

CANADIAN HEALTH COALITION 130
Ms. Carol Richardso n
Executive Coordinator
Canadian Health Coalition
2841 Riverside Drive
Ottawa, Ontario
KIV 8X 7

CANADIAN HOSPITAL ASSOCIATION 78
Mr . Jean-Claude Ma rt i n
President
Canadian Hospital Association
100-17 York Stree t
Ottawa, Ontario
KIN 9J6

CANADIAN LIFE AND HEALTH INSURANCE ASSOCIATION INC. 50
Mr . Gerald M. Devli n
Executive Vice-Presiden t
Canadian Life and Health Insurance Association Inc .
20 Queen Street West
Suite 2500
Toronto. Ontario
M5H 3S2

CANADIAN MEDICAL ASSOCIATION (THE) 119
Mr . J .L . Chouinar d
Director, Administrative Services
Canadian Medical Association (The)
P .O. Box 8650
Ottawa . Ontario
K1G OG 8
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CANADIAN NURSES ASSOCIATION
Mrs. Ginette Rodger
Executive Director
Canadian Nurses Association
50 The Drivewa y
Ottawa, Ontario
K2P 1 E2

CANADIAN PHARMACEUTICAL ASSOCIATION
Mr. Leroy Fevang
Executive Director
Canadian Pharmaceutical Association
101-1815 Alta Vista Driv e
Ottawa, Ontario
KIG 3Y6
CANADIAN SOCIETY FOR CLINICAL INVESTIGATION
Dr . S .M. MacLeod
President
Canadian Society for Clinical Investigation
c/o The Hospital for Sick Childre n
555 University Avenue
Toronto, Onta ri o
MSG 1X 8

CANADIAN SOCIETY FOR CLINICAL PHARMACOLOGY
Dr. S .M . MacLeod
Secreta ry/Treasurer
Canadian Society for Clinical Pharmacology
c/o The Hospital for Sick Childre n
555 University Avenue
Toronto. Ontario
MSG 1X8

CANADIAN WHOLESALE DRUG ASSOCIATION
Mr . Desmond La rt igu e
President
Canadian Wholesale Drug Association
2055 Peel Street
Suite 1100
Montréal, Québec
H3A 3B8

CHEMICAL INSTITUTE OF CANADA (THE)
Dr. Alan Y. McLea n
Director of Externat Affairs
Chemical Institute of Canada (The)
% MARTEC
5670 Spring Garden Road
Halifax, Nova Scoti a
B3J 1H 6
CIBA-GEIGY CANADA LTD.
Mr. Leon Jacob s
Vice-President, Pharmaceuticals Division
Ciba-Geigy Canada Ltd .
(Ciba-Geigy Canada Lt6c)
6860 Century Avenue
Mississauga, Ontario
LSN 2WS
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COMBINES INVESTIGATION BRANCH
Mr . Lawson A .W. Hunte r
Director of Investigation and Research
Combines Investigation Branch
Consumer and Corporate Affairs Canada
Ottawa, Ontario
KIA OC9

COMMERCIAL AND INDUSTRIAL DEVELOPMENT
CORPORATION OF OTTAWA-CARLETO N
Mr. William A . Marshall
President
Commercial and Indust rial Development
Corporation of Ottawa-Carleton
700-222 Queen Stree t
Ottawa, Ontario
KIP5V9

COMMUNAUTÉ URBAINE DE MONTRÉAL
Mr . Stephen Bigsb y
Director
Communauté Urbaine de Montréal
Office de l'expansion économique
770, rue Sherbrooke oues t
Bureau 1210, C.P. 16
Montréal, Québec
H3A IG I

CONNAUGHT LABORATORIES LIMITED
Dr. W .A. Cochrane
Chairman & Chief Executive Officer
Connaught Laboratories Limited
1755 Steeles Avenue West
Willowdale, Ontari o
M2R 3T4

CONSEIL DES ÉTUDIANTS EN PHARMACIE
Mlle Line Thibaul t
Vice-présidente aux affaires externes
Conseil des Étudiants en Pharmacie
Université de Montréa l
C.P. 6128, Succursale A
Montréal, Québec
H3C 3J 7

CONSEIL DU PATRONAT DU QUÉBEC
M . Ghislain Dufour
Vice-président exécutif
Conseil du patronat du Québec
2075, rue Universit é
Suite 606
Montréal . Québec
H3A 2L1
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CONSUMERS' ASSOCIATION OF CANADA
Mr . Robert S. Best
Sr . Research Officer
Association Policy and Activities
Consumers' Association of Canada
Box 9300
Ottawa, Ontario
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CONSUMERS' ASSOCIATION OF CANADA, YUKON BRANCH 47
Ms. Maureen Morin
President
Consumers' Association of Canada, Yukon Branch
302 Steele Stree t
Whitehorse, Yukon Territories
YIA 2C5

COPEM
M. Pierre Goyette
Président
La Chambre de Commerce de Montréal
COPE M
710-1080 Beaver Hall Hill
Montréal, Québec
H2Z 1S 9

CORPORATION OF THE CITY OF MISSISSAUGA
Mr. Gord Johnston e
Business Development Officer
Corporation of the City of Mississauga
I City Centre Driv e
Mississauga, Ontario
L5B IM 2

CYANAMID CANADA INC .
Mr. Edward A. Christi e
Legal Counsel & Secretary
Cynanamid Canada Inc .
Medical Products Departmen t
2255 Sheppard Avenue East, Suite E440
Willowdale, Ontari o
M2J 4Y 5

DAVIES, Mr. Michael
1689 West 62nd Avenue
Vancouver . British Columbia
V6P2GI

DELEGATION OF THE COMMISSION OFTHE EUROPEAN
COMMUNITIE S
Mr . Dietrich Hammer
Flead of Delegatio n
Delegation of the Commission of the European Communities
350 Sparks Stree t
Number 1110
Ottawa . Ontario
KIR 7S8

62

125

75

27

29

453



Name

DEPARTMENT OF TRADE AND INDUSTRY
GOVERNMENT OF THE UNITED KINGDOM
Mr. Ralph M . Publicover
First Secretary (Economic)
British High Commission
80 Elgin Street
Ottawa, Ontario
K1P 5K 7

DU PONT CANADA INC .
Mr .D.T. Gregory
Manager of Pharmaceuticals
Du Pont Canada Inc .
P.O. Box 2300, Streetsville
Mississauga, Ontario
L5M 2J 4

EFAMOL RESEARCH, INC .
Dr. David Horrobi n
Efamol Research, Inc .
P.O. Box 818
Kentville, Nova Scotia
B4N 4H8

ELI LILLY CANADA INC.
Mr . Rene R . Lewi n
President & General Manager
Eli Lilly Canada Inc .
3650 Danforth Avenue
Scarborough, Ontario
MIN 2E8
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INDUSTRIES' ASSOCIATIONS
Ms. N. Baudrihaye
Director Genera l
European Federation of Pharmaceutical Industries' Associations
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Avenue Louise 250, Boite 9 1
Bruxelles, Belgique 1050

FÉDÉRATION DES MÉDECINS OMNIPRATICIENS DU QUÉBEC 117
Dr Georges Boilea u
Directeur des communications
Fédération des médecins omnipraticiens du Québec
1440 ouest, rue Ste-Catherin e
Suite 1100
Montréal, Québec
113G I R 8

FÉDÉRATION DES MÉDECINS SPÉCIALISTES DU QUÉBEC 117
Dr Jean-Marie Albert
Directeur des Affaires professionnelles
Fédération des médecins spécialistes du Québec
C.P . 216, Succursale Desjardins
Montréal . Québec
H5B 1G 8
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FREEDMAN, Mr. Mel
Continuing Education Consultant
63 Skyline Driv e
Dundas, Ontario
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G .D. SEARLE & COMPANY OF CANADA LIMITED
Mr. A .I . O'Connor
President
G.D. Searle & Company of Canada Limited
400 Iroquois Shore Roa d
Oakville, Ontario
L6H 1M5

GAW, Mr . Adam
24 Landsdown Drive
Guelph, Ontario
NIH 6H9

GIESE, Dr. Han s
195 Clearview Avenue
Suite 212 2
Ottawa, Ontario
KIZ 6S 1

GILBERT, Mr. Jules R .
1405-80 Antibes Drive
Willowdale, Ontario
M2R 3N 5
GLAXO CANADA LIMITED
Mr. F.J . Burk e
President
Glaxo Canada Limited
1025 The Queensway
Toronto. Ontario
M8Z SS6
GOUVERNEMENT DU QUÉBEC
L'Honorable Gilbert Paquette
Le ministre de la Science et de la Technologie
Gouvernement du Québe c
8615 Grande Allée est
Édifice H. 2ème étage
Québec, Québec
JIR 4Y8
GOVERNMENT OF ALBERTA
The Honorable Hugh Planche
Minister, Economic Development
Government of Alberta
320 Legislative Building
Edmonton, Alberta
TSK 2B6
GOVERNMENT OF PRINCE EDWARD ISLAND
Ms. Verna Bruce
Department of Health and Social Services
Government of Prince Edward Island
P.O. Box 2000
Charlottetown, Prince Edward Island
CIA 7N8

Brief
No.

89

100

1 6

44

1

93

139

120

134

455



Name
Brief

No.

GOVERNMENT OF SWITZERLAND 145
Mr. Bruno Spinne r
Secretary of Embassy
Embassy of Switzerland
5 Marlborough Avenue
Ottawa, Ontario
KIN 8E6

GOVERNMENT OF THE NORTHWEST TERRITORIES 67
Mr . Bruce A . McLaughli n
Minister of Healt h
Government of the Northwest Territories
Yellowknife, N .W.T .
X1A 2L9

GOVERNMENT OF THE UNITED KINGDOM (see Department of Trade
and Industry)

GOVERNMENT OF THE UNITED STATES 94
Mr. David C . Holton
Consul
American Consulate General
360 University Avenue
Toronto, Ontario
M5G IS4

GREEN SHIELD PREPAID SERVICES INC. 15
Mr. W.H . Austen
President & Chief Operating Officer
Green Shield Prepaid Services Inc .
285 Giles Boulevard Eas t
P.O. Box 1606
Windsor . Ontario
N9A 6W I

GROUPEMENT PROVINCIAL DE L'INDUSTRIE DU MÉDICAMENT 136
M . Pierre Mori n
Secrétaire exécuti f
Groupement provincial de l'industrie du médicament
152 est, rue Notre Dame, 9ème étage
Montréal, Québec
H2Y 3P6

HAGGLUND, Ms. Maureen 3
172 Dufferin Roa d
Montréal, Québec
H3X 2Y 1

HALL, Mr . W. A. 6
19 Birchwynd Stree t
St . John's, Newfoundland
AIA 2N3

HEALTH COALITION OF NOVA SCOTIA 49
Mr. E. Robert Andstei n
Pharmaceutical Brief Committee Member
Health Coalition of Nova Scoti a
P.O. Box 1213 North
Halifax . Nova Scotia
03K 511 4
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HEALTH NEW BRUNSWIC K
The Honorable Charles G . Gallagher, Minister
Health New Brunswick
Government of New Brunswick
P .O . Box 6000
Fredericton, New Brunswick
E3B SHI

HOECHST CANADA INC .
Mr. T .A. Mailloux
Corporate Vice-President & General Manager
Pharmaceutical Divisio n
Hoechst Canada Inc .
4045 Côte Vertu Blvd .
Montréal, Québec
H4R 1R6

HOFFMANN-LA ROCHE LIMITED
Mr. A.R. Baumgartner
President
Hoffmann-La Roche Limited
700-401 The West Mail
Etobicoke, Ontario
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ICI PHARMA
Mr. James A . Des Roches
General Manage r
ICI Pharma
Div . Atkemix Inc.
16 Falconer Drive
Mississauga, Ontario
L5N 3M 1

INSTITUT ARMAND-FRAPPIER
M. Claude Vézina
Directeur-Adjoint
Institut Armand-Frappier
531, boul . des Prairies
C.P. 100, Succursale L-D-R
Laval, Québec
H7N 4Z3

JOGLEKAR, Dr . Prafula
c/o Professor Donald N. Thompson
Faculty of Administrative Studies
York Universit y
4700 Keele Street
Downsview, Ontario
M 3 .1 211 6

JUDAH, Mr. Isaac
4393 Draper Avenue
Montréal, Québec
H4A 2P3
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MERCK FROSST CANADA INC .
Mr . J .L. Zabriski e
President
Merck Frosst Canada Inc.
P.O. Box 100 5
Pointe-Claire, Dorval, Québec
H9R 4P8

MERRELL DOW PHARMACEUTICALS (CANADA) INC .
Mr. W.A. Robertson
President
Merrell Dow Pharmaceuticals (Canada) Inc.
7777 Keele Stree t
Unit 10
Concord, Ontario
L4K 1Y 7

MILES LABORATORIES, LTD .
Mr. William C . Garriock
President & Chief Executive Officer
Miles Laboratories, Ltd.
77 Bclfield Road
Rexdale, Ontario
M9W 1G6
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MORIARTY, Mr . James J. 89
President
Synapse Marketing Consultants Limited
4226 Dunvcgan Roa d
Burlington, Ontario
L7 L I P8

NATIONAL ANTI-POVERTY ORGANIZATION 103
Sir . Max Wolpert
Counsel
National Anti•Povcrty Organization
% Public Interest Advocacy Centre
501-1407 Yonge Street
Toronto, Ontario
M4T 1Y7

NATIONAL BIOTECHNOLOGY ADVISORY COMMITTEE 144
Mr . John Evans
Chairman
National Biotechnology Advisory Committee
430-122 Bank Street
Ottawa, Ontario
KIA IE 7

NEFARMA
Dr . H .A . Dc Munck
General Director
NEFARMA
Netherlands Association of the Pharmaceutical Industry

Franciscusdrecf 50
3506 GD Utrecht
Netherlands
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NORDIC LABORATORIES INC.
Mr. Carl F. Bobkosk i
Site Manage r
Nordic Laboratories Inc.
2775 Bovet Street
P.O . Box 403
Chomedey, Laval, Québec
H7S 2A4

OGILVIE, Dr . R .I .
Directo r
Divisions of Cardiology & Clinical Pharmacology
Toronto Western Hospita l
399 Bathurst Street
Toronto, Ontario
M5T 2S 8

ONTARIO COLLEGE OF PHARMACISTS
Mr. W .R. Wensle y
Registrar
Ontario College of Pharmacists
483 Huron Street
Toronto, Ontario
MSR 2R 4

ONTARIO HOSPITAL ASSOCIATION
Mr. Khadim Hussai n
Chairman
Region 9 . Pharmacy Committee
Ontario Hospital Association
c/o Hbpital Montfor t
713 Montreal Road
Ottawa, Ontari o
K 1 K OT 2

ONTARIO PHARMACISTS' ASSOCIATION
Mr. R .B . Franceschin i
Executive Director
Ontario Pharmacists' Association
99 Avenue Road . Suite 707
Toronto. Ontario
M5R 2G S

ORDRE DES CHIMISTES DU QUÉBEC
Dr Edgard Delvi n
Président
Ordre des chimistes du Québec
934 est, rue Ste-Catherine
Bureau 25 0
Montréal, Québec
H2L 2E 9

ORGANON CANADA LTD./LTfrE
Mr. BE. Robertso n
President
Organon Canada Ltd ./Ltée
565 Coronation Drive
West Hill. Ontario
M1E4S2
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ORTHO PHARMACEUTICAL (CANADA) LTD .
Mr. P . Sku y
President
Ortho Pharmaceutical (Canada) Ltd .
19 Green Belt Drive
Don Mills, Ontario
M3C 1L9

PACIFIC ISOTOPES AND PHARMACEUTICALS LTD .
Dr. Christopher J . Hanna, Ph . D .
Science Officer
Pacific Isotopes and Pharmaceuticals Ltd.
1130-1176 West Georgia Street
Vancouver, British Columbi a
V6E4A2

PARKE-DAVIS CANADA INC .
G. Murray Hetheringto n
Director of Professional Relations
Parke-Davis Canada Inc .
2200 Eglinton Avenue East
Scarborough, Ontario
M1K 5C9

PATENT & TRADEMARK INSTITUTE OF CANADA
Sir . G.E. Fisk
Chairman
Patent & Trademark Institute of Canada
P.O. Box 466
Ottawa, Ontario
KIN 8S 3

PFIZER CANADA INC .
Mr. Gordon J . Fehr
Presiden t
Pfizer Canada Inc .
P.O. Box 80 0
Pointe Claire-Dorval, Quibec
119R 4V 2

PHARMACEUTICAL MANUFACTURERS ASSOCIATION
Mr. Jay J . Kingha m
Vice-President, International
Pharmaceutical Manufacturers Association
1100-I Sth Street, N .W.
Washington. D .C. 2005
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PHARMACEUTICAL MANUFACTURERS ASSOCIATION OF CANADA 96
Sir. Guy Bcauchemi n
Presidcnt
Pharmaceutical Manufacturers Association of Canada
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PHARMACOLOGICAL SOCIETY OF CANADA (THE)
James F. Brien, Ph.D .
Chairman, Social Policy Committee
Pharmacological Society of Canada (The)
Queen's Universit y
Dept . of Pharmacology and Toxicology
Kingston, Ontario
K7L 3N 6

PHARMACY ASSOCIATION OF NOVA SCOTIA
Mr . J . Patrick Kin g
Executive- Directo r
Pharmacy Association of Nova Scotia
P.O. Box 3214(S )
1526 Dresden Row
Halifax, Nova Scotia
B3J 3H 5

PHARMAGESCO LTÉE
M. Jean Lessard
Responsable Ressources Humaines
PharmaGesco Ltée
Société de Pharmaciens Administrateurs
6260 avenue Doucet. C.P. 7632
Charlesbourg. Québe c
G1H 5N 1

PROVINCE OF MANITOBA
Mr. Ken Browne
Pharmaceutical Consultant
Department of Health
Government of Manitoba
599 Empress Street. Room 227
Winnipeg . Manitoba
R3C 2T 6

REGIONAL MUNICIPALITY OF IIALDIMAND-NORFOLK
Mr . Anthony J . Supru n
Commissioner of Social Serv ices
Regional Municipality of Haldimand•Norfolk
70 Town Centre Driv e
Townsend. Ontario
NOA ISO

RHONE-POULENC PHARMA INC.
Mr . Pierre Lapalm e
President and General Manager
Rh6ne-Poulenc Pharma Inc.
Post Office Box 900
Youville Station
Montréal . Québec
112P 2W 3

ROBINS - Sec A . 11 . Robins Canada Inc .
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SMITH KLINE & FRENCH (CANADA) LTD.
Mr . W.M . Robson
President
Smith Kline & French (Canada) Ltd .
1940 Argentia Roa d
Mississauga, Ontario
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SMW ADVERTISING LIMITED
Mr. Frank Waldoc k
Executive Vice-President
SMW Advertising Limited
240 Eglinton Avenue East
Toronto, Ontari o
M4P I K 8

SOBEN MANAGEMENT LTD.
Mr . Nelson B . Crowder
General Manager
Soben Management Ltd.
Trustees of Local 75 of the Hotel Industry
Health and Welfare Fund
801-45 Richmond Street West
Toronto, Ontari o
M5H 1Z 2

SQUIBB CANADA INC .
Mr . Jacques Boisvert
President & General Manager
Squibb Canada Inc .
2365 Côte de Liesse Road
Montréal, Québec
H4N 2M 7

STEPHENSON, Mr . William
408-14 Carluke Crescent
Willowdale, Ontario
M2L 2H8

SYNTEX INC.
Mr. Howard Jeffery
Presiden t
Syntex Inc .
2100 Syntex Court
Mississauga, Ontario
LSM 2B3

THOMPSON, Professor Donald N .
Faculty of Administrative Studies
York Universit y
4700 Keele Street
Downsview, Ontario
M3J 2R6
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UNIVERSITY OF ALBERTA (THE)
Dr . John A. Bachynsky
Dean of Pharmacy and Chairman of Patent Committee
University of Alberta (The )
Faculty of Pharmacy and Pharmaceutical Sciences
Edmonton, Alberta
T6G 2N 8

UNIVERSITY OF GUELPH
Mr. B .C. Matthew s
President
University of Guelph
Guelph, Ontario
NIG 2W 1

UPJOHN COMPANY OF CANADA (THE)
Mr. Stuart S. Alexander
President & General Manager
Upjohn Company of Canada (The)
865 York Mills Road
Don Mills, Ontario
M3B IY6

VERNON, Mr . R .E.
2103 Constance Drive
Oakville, Ontario
L615V 1

WATERS, Mr . C .A.
R .R . 2
McLcod Road
Armstrong, B .C .
VOE I BO

WINNIPEG Rif INSTITUTE INC . (THE)
Mr. A.D. Friesen, Ph . D .
Executive Directo r
Winnipeg Rh Institute Inc .(The)
University of Manitoba
Winnipeg, Manitoba
R3T2N2

WINTHROP LABORATORIES
Dr . W. Wassenaa r
President
Winthrop Laboratories
Aurora, Ontario
L4G 3H6

WYETH LTD./LTÉE
Mr. Glen Branham
Presiden t
Wycth Ltd ./Ltée
P.O. Box 37 0
North York . Ontario
M3M 3A8
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