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Gerri Gershon  
Chair, Ontario Citizens’ Council 
26 Apollo Drive 
Toronto, Ontario 
M3B 2G6 
 
Dear Ms. Gershon: 
 
In follow-up to my previous correspondence on August 28, 2012, please find attached the 
comprehensive Executive Officer response to the Ontario Citizens’ Council’s report on Private 
Drug Insurance in Ontario. 
 
My response to this report will outline some of the current developments in Ontario in regards to 
the relationship between public and private drug insurance, and how we see the report of the 
Council informing new developments. The values of the Council in relation to this subject are 
highly important and will inform any future discussions on the balance between public and 
private drug insurance in Ontario. 
 
For the Council members whose terms expired in April 2012, this report will represent their final 
contribution to the Ontario Citizens’ Council as members. I would like to thank these Council 
members for their contributions to the four Council reports developed during their term. The 
reports of the Citizens’ Council have and will continue to inform public sector decision-makers of 
some of the key values considerations that citizens of Ontario may hold on a number of 
challenging topics. Your reports will also inform future Council members, while providing a point 
of reference on citizen values that we at the OPDP can reflect on as we tackle many of the 
same issues that you discussed in your meetings.  
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I would like to thank all of the Council members for their hard work and contributions over the 
course of their first four meetings, and I look forward to working with you again soon. 
 
Sincerely, 
 

 
Diane McArthur 
Assistant Deputy Minister and Executive Officer 
Ontario Public Drug Programs 
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The Ontario Citizens’ Council Report: Private Insurance in Ontario 
 
The purpose of the November 2011 session of the Citizens’ Council was to introduce Council 
members to the function of private insurance in the overall context of service delivery for drugs 
in Ontario. At this meeting, Council members were asked to discuss the role, if any, that the 
Ontario Public Drug Programs (OPDP) should take in guiding the practices of the private drug 
insurance market in Ontario. 
 
This topic was brought forward for discussion in light of recent drug reforms for the province’s 
public drug plans. The rising costs of drugs have frequently driven drug system reforms of the 
public sector, but private insurance providers continue to struggle in light of increasingly 
expensive treatments. This disparity, as Council members learned through their weekend of 
presentations and discussion, has repercussions for both beneficiaries of private drug plans, 
and also the public drug plans. Council members were to consider the role that the OPDP could 
have in working with private drug insurers to help manage costs and ensure continued access 
to these benefits. 
 
 
The Importance of this Topic 
 
The topic of private drug insurance in Ontario, and the impact of increasingly high-cost 
medications on public and private drug plans, represents a growing issue that both public and 
private actors in the health system are actively working to address. The fact is that drug costs 
are on the rise, and all indicators point to this trend continuing.  
 
Drugs have been one of the fastest growing components of total health expenditure in Canada, 
and are now nationally the second largest health-care expense after hospitals. New and 
innovative therapies, particularly those for chronic conditions, have led to high-costs to public 
and private insurers to cover patients. The costs to cover these drugs have become increasingly 
unsustainable.  
 
These rising drug costs have prompted both public and private drug plans to action. Provincial 
public plans, such as the OPDP in Ontario, have leveraged their regulatory and purchasing 
power to manage expenditures and help ensure the future sustainability of public drug plans.  
 
While government enabled private payers to benefit from recent changes such as generic price 
reductions, in general private drug insurers have, thus far, been less successful in managing 
drug costs.  Private drug plans have seen growth in spending on prescription drugs outpace that 
of the public sector. Companies offering drug plans to their employees are now dealing with 
costs that rise by 10 per cent every year, and find themselves spending about $200-million a 
week on prescription drugs. 
 
This growth in prescription drug costs has prompted insurers and employers to implement 
initiatives geared towards mitigating cost increases. Mitigation measures have included a case 
management approach on high-cost drugs, including mandatory generic substitution and step 
therapy (i.e. using lower cost products first), the implementation of annual maximums or annual 
lifetime maximums, adjustments to deductibles and co-payments, and in some cases a carve-
out for high-cost biologic and specialty drugs from benefit plans. 
 
If drug costs for increasingly expensive chronic treatments such as biologics are no longer 
reimbursed under employer health plans due to their high-cost, it is conceivable that these 
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treatments could be transferred to public drug plans, fundamentally changing their role and 
mandate. Without reform, the issues presented by the rising costs of innovative medicine could 
lead to significant gaps in coverage for a growing percentage of citizens in Ontario.  
 
We presented this topic to the Ontario Citizens’ Council to discuss the values considerations 
that will come into play when addressing rising costs for public and private plans. 
 
 
Why Citizen Values are Important to the Discussion of Private Insurance in Ontario 
 
The cost of drugs in Canada is covered by a mix of both public and private plans. Most 
Canadians do have some form of drug coverage - either from a provincial government-funded 
public plan, or an employer-funded private-sector plan. The public drug plan in Ontario was built 
upon the premise that those who were currently employed would have access to drug benefits 
through their employer. The public drug plan would provide for those who were no longer in the 
workforce (i.e. seniors), or those who were long-term unemployed (those enrolled in social 
assistance programs). The discussion of how to approach drug insurance in Ontario has some 
particular contrasts in values that we attempted to draw out through the three case studies that 
the Council considered. 
 
The case studies discussed by the Council include three scenarios that represent varying 
relationships between public and private drug programs in Ontario. Case #1 included mandated 
minimum levels of coverage and cost management enforced upon private drug plans by the 
province. Case #2 was a free market approach that largely reflected the status quo in Ontario. 
Case #3 included the establishment of a social insurance risk pool for drugs, comparable in 
some respects to the Quebec model for public drug coverage.  
 
These three cases were designed to elicit a discussion around values relating to individual 
responsibility and choice versus universal health-care and public coverage. Citizen values can 
guide our approach to issues facing public and private drug programs and the gaps in coverage 
that effect a percentage of citizens in Ontario. 
 
 
The Council Recommendations: 
 

1. All Ontarians should be entitled to basic drug coverage, with access that is 
consistent, evidence-based, equitable and sustainable. This will include people 
who currently do not have coverage and will require publicly financed basic drug 
insurance. 

 
2. There should be a balanced system that is managed jointly by government and 

insurance companies. The government plan would ensure basic coverage, with 
private plans, either funded by companies for their employees or funded 
individually, adding additional benefits such as private or semi-private hospital 
rooms, chiropractic care and brand name drugs. 

 
3. A system that provides basic drug coverage to all must be mandatory in order to 

spread the cost out over the largest number of people to allow it to be sustainable. 
 

4. Within this system, private insurers must be required to lower premiums for drug 
coverage to those already paying for private benefits. Ideally this reduction will be 
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equal to (same as) the new government tax. (This should result in a “wash” for 
those paying premiums whether employer, employee or individual). 

 
5. There should be transparency about the use of public funds. 

 
6. Education about the cost of drugs to Ontarians would increase the likelihood that 

changes to the system will be accepted. 
 
 
The Council recommendations, and the values identified by the Council in their report, 
emphasize roles for public and private plans with guaranteed benefits for the most vulnerable 
sections of the population. This entails a social safety net that effectively provides coverage for 
those who need it, but with a balance for individual choice in the system as well. 
 
 
Values of Equity and Public Good 
 
In the Citizens’ Council’s third report, the Council members developed a Values Framework that 
identified a number of core values that Council members shared. These values were to be 
applied to future discussions and reports. In their private insurance report, the Council members 
have examined the issue of high-cost medications and their impact on private insurers through 
the lens of the Values Framework. This framework ensures that the Council members approach 
values judgements in a consistent manner. 
 
The values of equity and public good in particular stand out within the Council’s report on 
Private Drug Insurance in Ontario. This report emphasizes the importance of these particular 
values in the context of changes to the current dichotomy of public and private drug insurers in 
Ontario.  
  
Equity is a value that has appeared in each of the Citizens’ Council reports submitted to the 
Executive Officer, and it was a core value of the Council that the members defined in their 
Values Framework.  Council members have described the value of equity as entailing the 
provision of equitable access of drugs and treatments to all citizens, with provisions to protect 
vulnerable populations. Public good or common good is another value that the Council has 
consistently stressed in their reports. These values are highly related, and are collectively 
critical to the discussion of private drug insurance in Ontario. 
 
The Council has delineated the differences between equity, which entails access to medications 
and care proportionate to need and capacity for one to provide for oneself, and equality, which 
would reflect a “one-size-fits-all” system. The values of the Council relating to equity and public 
good as they have defined it are exemplified in recommendations by the Council that emphasize 
basic drug coverage for all citizens of Ontario based on need, with consistent access to a 
sustainable drug system. Furthermore, Council members have stated that a role exists for both 
the public and private sector in ensuring that the broader system of drug insurance in Ontario is 
equitable. 
  
“…both government and private insurers have a role to play in providing Ontarians with access 
to appropriate drug coverage…” 
 
The Citizens’ Council has provided a number of valuable recommendations in this report 
regarding the roles of public and private drug insurance in Ontario. At the core of these 
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recommendations is Council support for a balanced health insurance system wherein public and 
private institutions share responsibility for ensuring the best possible care to Ontarians. 
 
The Council recommendations outline a drug system in Ontario that ensures some level of basic 
coverage for all citizens, with private insurers providing supplementary coverage. It is 
understood that this goes beyond the levels of coverage provided under the current system, 
with private coverage through employer or individual insurance, seniors 65 and older receiving 
public coverage under the Ontario Drug Benefit, and those with high-cost medications relative to 
income receiving coverage publically under the Trillium Drug Program. Given the focus on 
values of equity and the greater public good, this recommendation is a call for basic public drug 
coverage for all citizens in Ontario. Gaps in coverage for some patient populations represent a 
recurrent challenge for public drug plans, and the Council members accurately identify some of 
the ongoing issues that relate to equitable drug coverage for the entire public of Ontario. 
 
The specific recommendations that the Citizens’ Council has made in regards to private insurers 
and system reforms speak to long-term strategic changes that can be considered within the 
context of future reforms.  
 
Meanwhile, the ministry continues to meet with stakeholders in the private insurance world in 
order to maintain a balance between the roles of public and private insurers for drugs in the 
province. These meetings are occurring in light of some significant reforms currently underway 
for private insurers.  
 
 
Changing Landscape of Private Insurance in Canada 
 
At the November 2011 Citizens’ Council meeting, Stephen Frank, the Vice President of Policy 
Development and Health for the Canadian Life and Health Insurance Association (CLHIA), 
presented to the Council members on the subject of Ontario’s supplementary (private) health 
industry. In his presentation and in a roundtable discussion with other presenters from the 
weekend, Mr. Frank outlined possible pooling based approaches to help mitigate the impact of 
high-cost drugs for private plans. This presentation and discussion in particular seemed to 
resonate with Council members, as expanding private insurance risk pools (grouping together 
private insurance beneficiaries into a pool to spread risk across multiple insurers) for drug plans 
was an important part of the weekend discussions. 
 
On April 3, 2012, CLHIA announced an agreement to collectively protect fully insured private 
drug plans from the full financial impact of high-cost drugs. This new agreement includes the 
establishment of an industry-wide pool for high-cost and ongoing drug claims. This represents a 
significant shift towards sustainability for private insurance drug plans nationwide, and certainly 
resonates with the recommendations and values coming out of the Ontario Citizens’ Council 
report. 
 
As an overview, the new CLHIA agreement mandates a number of standards for internal pools 
for providers while also establishing an industry-wide pooling arrangement for high-cost and 
ongoing drug claims. 
 
It should be noted that most private insurers currently engage in risk pooling for multiple 
employers within their current block of business. Insurance companies pool various employers 
together into one risk pool to ensure that no single employer plan is burdened with the expense 
of recurring, high-cost prescription drug claims. The new CLHIA agreement requires 
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participating insurers to place all high-cost (as defined by the insurers and plan sponsors) drug 
claims, from all their fully insured group drug business, in a single internal “pool”.  
 
CLHIA has also established a set of minimum standards to prevent insurers from charging 
different premiums to different employers based on the number or value of drug claims in their 
pool. This is to stimulate competition in the insurance industry by insuring that employers do not 
become “locked in” with one particular drug plan due to the high-cost drug claims from their 
employees. 
 
In order to help participating insurers sustain the costs of offering this pooling protection, an 
industry-wide pooling framework is to be set up to spread the risk of and recurrent, high-cost 
prescription drug claims across all participating insurers. This industry-wide pool is designed to 
spread the costs of recurring drug costs that exceed $50,000 for two consecutive years and that 
continue to exceed $25,000 each year subsequently. This industry pool will help spread the 
costs amongst individual insurers offering internal pooling and will help smaller insurers sustain 
the costs of participating in the drug pooling mechanism. 
 
This industry-wide pool is also designed to prevent employees from losing coverage from an 
employer-sponsored drug plan due to high-cost claims. Twenty-three insurance companies 
across Canada, that collectively represent the broader Canadian private drug coverage market, 
have committed to joining this pooling framework. 
 
Council members have stressed the importance of both the public and private sector roles in 
drug insurance in Ontario. The ministry has met frequently with private sector insurers and 
associations in regards to reforms on both the public and private side of drug insurance in 
Ontario. Reforms for both public and private actors have stressed the importance of a 
sustainable system that addresses gaps in coverage and maintains a fair balance of 
responsibility for both public and private insurers for drugs. The CLHIA reforms represent some 
of the efforts currently underway to ensure a balanced drug insurance system in Ontario with a 
strong role for both public and private insurers. These reforms address some of the key 
challenges facing public and private drug insurers in Ontario, and help to build a sustainable 
drug insurance system for the province that is fair and accessible.  
 
As the OPDP continues to meet with private insurers to discuss the ongoing balance between 
public and private drug insurance in the province, the values of the Citizens’ Council can help to 
inform these discussions and should be shared with stakeholders. 
 
 
How We Will Use the Council’s Report 
 
The recommendations and values outlined in the Council’s report on Private Insurance in 
Ontario validate prior provincial drug system reform initiatives that emphasize a providing 
equitable access to drugs in a transparent manner. The values identified within the Council’s 
report resonate strongly with major reform initiatives to improve patient access to drugs while 
ensuring better value for money.  
 
The Council recommendations go beyond the public drug programs, however, and we 
acknowledge the work that has yet to be done in this regard. The recommendations of the 
Council, and the values underpinning these recommendations, will be particularly helpful in 
informing future reform initiatives at the Ontario Public Drug Programs as we continue to 
strengthen our public drug system for the benefit of all citizens in Ontario. 



8 
 

 
As stated, I believe that the recommendations that the Citizens’ Council has made in regards to 
private insurers relate more to long-term strategic changes that can be considered within the 
context of future reforms. The Council’s report can help to inform the Executive Officer in future 
decisions around the public drug program’s relationship with private plans and access to drugs. 
It is also imperative that we share the thoughts of the Council with our private insurance 
partners, as they too consider some major reform initiatives that are aimed at ensuring 
sustainable drug coverage through supplementary drug plans in Ontario.  
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