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Introduction

Background

U Drug prices have been historically thought to influence R&D investments levels, clinical trials locatio
the availability of drugs, and some stakeholders have raised concerns that the impending patented r
price reforms would negatively impact drug access in Canada.

Obijective

U This presentation provides insight on the extent to which aligning medicine prices in Canada with
iInternational norms would adversely affect R&D investments levels, the number of clinical trials and
availability of drugs in Canada.

Data Sources

U0 PMPRB Data, PMPRB Annual Report, PMPRB Meds Entry Watch, Health Canada Drug Product D¢
Health Canada Clinical Trial Datab@ksalData | QVI A6s MI DASE Dat abase

report for Department of Foreign Affairs /



Key Findings

The 30/ear policy objective to increase R&D investments in Canada by aligning prices wit
premiurApriced countries has not been met

Lower prices do not generally result in lower R&D investments, and many countries with low
prices than Canada have higher investments

Similarly, lower prices do not generally result in a lower number of clinical trials, and many c
with lower prices than Canada have more clinical trials underway

Despite low R&D investments, Canada has a sizable number of clinical trials underway, a r
of which are funded by patentees

There are no early signs that patented medicine price reforms are resulting in fewer clinical
Initiated in Canada

There are no early signs that patented medicine price reforms are resulting in fewer new me

being launched in Canada
i



1 Regulatory price regime envisioned by the Patent Act

In 1987, Canada enacted aftvid reform of its medicine patent regime (EiR)3hat sought to balance
competing industrial and social policy objectives:

U Incentivize R&D expenditure through stronger patent protection;
U Mitigate the economic impact of stronger patent protection on the health system.

The PMPRB was conceived&8Z06s oconsumer protection pillar«
remain oreasonabl ed and oaffordabl eo.

The intent was to double R&D in Canada (to 10% of revenues) while keeping prices in line with high R.
countries (the OPMPRB7*) on the assumption we

*Countries in the PMPRB7 are France, Germany, Italy, Sweden, Switzerland, the UK, and the US.



30 years later

The policy obje Act have not been me
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1 canada has the second highest spending on patented medicin

$1,014 Patented Medicine Spending per Capita, OECD Countries, 2018MNote)
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Note:if Patented medicines were identified based on patents in Canada, for which sales were extracted for other countries.
(i) Spending data for Greece, Chile, Estonia, Luxembourg and Mexico include only retail sales. and exclude hospital sales.
(iiif) Includes only countries for which data are available.

I Data sources: (1) Patented medicine spending: IQVIA MIDAS® 2018; (2) Population: OECD, 2018.
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2 Higher prices do not generally result in greater R&D investmer

Many countries with lower patented drug prices than Canada have higher per capita

R&D investments

AverageForeignto-Canadian Price Ratios, 2017
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2 Higher prices do not generally result in greater R&D investmer
L ——————
The variability in R&D investments levels across the OECD countries is only minimally explained

by price levels (very low R squared)
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Data sources: PMPRB Annual Report, 2017 (FTC, R&D); OECD (population).
- Notes: R? is the percentage of the response variable variation that is explained by a linear model.
The United States is not included as with its FTC price ratio of 3.21 it is a significant outlier (see Annex).
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3 Higher prices do ngenerallyresult in more clinical trials

Many countries with lower patented drug prices than Canada have a higher number of clinical

trials per 1 million people
3.21

Average foreigsio-Canadian price ratios, patented medicines, 2017
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3 Higher prices do not generally result in more clinical trials
S
The variability in the number of clinical trials across the OECD countries is not explained by price

levels (R squared close to zero)

Foreignto-Canadian Price Ratios Foreignto-Canadian Price Ratios
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Data sources: PMPRB Annual Report, 2017; GlobalData®; OECD (population).

Notes: R? is the percentage of the response variable variation that is explained by a linear model.The United States is
not included as with its FTC price ratio of 3.21 it is a significant outlier (see annex).
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/l Clinical Trials: the Canadian advantage
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/l Canada has one of the highest number otlieiealtrials

L —— R ————
Both in terms of the total number of new clinical trials as well as the clinical trials per 1 million

people Canada ranks highly among the PMPRB11 counties

Number of pew clinical trials per 1 million people, 2019
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- Data source: GlobalData ®,Access date: 2020/06/11



