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MINUTES OF PROCEEDINGS

THURSDAY, January 12, 1967.
(37)

The Special Committee on Drug Costs and Prices met this day at 9.50 a.m.
The Chairman, Mr. Harry C. Harley, presided.

Members present: Mrs. Rideout, and Messrs. Brand, Forrestall, Harley,
Howe (Wellington-Huron), MacDonald (Prince), Mackasey, MacLean (Queens),
O’Keefe, Orlikow, Tardif (11).

In attendance: Mr. J. M. Cook, of Toronto, President of Micro Chemicals
Limited; Mr. William S. Miller, of Toronto, President of Paul Maney Laborato-

ries Canada Limited, and the Hon. Joseph T. Thorson, P.C., of Ottawa, Legal
Counsel.

Also in attendance: Mr. A. M. Laidlaw, Q.C., of Ottawa, Legal Counsel for
the Committee.

The Chairman introduced the witnesses.

The Committee proceeded to the consideration of the submission of Micro
Chemicals Limited, Gryphon Laboratories Limited, and Paul Maney Labora-
tories Canada Limited.

Mr. Cook made a short opening statement and was questioned. He was
assisted by Mr. Thorson.

Agreed,—That the above submission be printed as part of today’s proceed-
ings (See Appendix A).

On motion of Mr. Brand,

Resolved,—That the letter of the Vice-President and General Manager of
Smith Kline & French Inter-American Corporation, copies of which were dis-

tributed to the Members of the Committee on December 13, be printed as an
appendix to the proceedings (See Appendix B).

Mr. Laidlaw also asked questions.

On behalf of the Members, the Chairman thanked the witnesses for their
appearance before the Committee.

At 12.55 p.m. the Committee adjourned to 9.30 a.m., Tuesday, January 17,
1967.

Gabrielle Savard,
Clerk of the Committee.
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(Recorded by Electronic Apparatus)

THURSDAY, January 12, 1967.

The CHAIRMAN: Lady and gentlemen, I think we might start meeting. We
have with us this morning representatives of Micro Chemicals Limited, Gryph-
on Laboratories and Paul Maney Laboratories Canada Limited. I would like

to call on Mr. Cook, who is the president of Micro Chemicals in Toronto, to
make as short statement.

Mr. J. M. Cook (President, Micro Chemicals Limited): Mr. Chairman, Mrs.
Rideout and gentlemen, we would like to extend our thanks to the Committee
for asking us to attend and present our brief.

We have put our submission in four parts, as indicated on page 2 of the
brief. Basically, we have tried to give the Committee the benefit of our experi-
ence in connection with section 41(3) of the Patent Act.

I have with me this morning Mr. J. T. Thorson, who has been our solicitor
in many of our applications for compulsory licences. Also present is Mr. W. S.
Miller, who is the president of Paul Maney Laboratories.

If there are any specific questions relating to section 41(3) of the Patent Act,
Mr. Thorson will probably be able to help this Committee.

This is all I have to say by way of introduction and I shall do my best to
answer any questions that are put to me by the members. I again thank this
Committee for the opportunity of appearing. Thank you very much.

The CrHAlIRMAN: Lady and gentlemen, the meeting is open for questioning.
Mr. O’Keefe.

Mr. O’KEEFE: Just one question, Mr, Chariman.

At the bottom of page 23 and the top of page 24 you state:

They then put the prices of the “winners” at all that the traffic will
stand and continue to charge such prices.

Would you give us one or two examples of this?

Mr. Cook: Yes. Actually, trifluoperazine is a splendid example of this, in
that these prices that have been charged over the last few years have never come
down. Chlorpromazine is another example of this. We obtained a licence in 1962.
Until that time there had never been a price decrease, notwithstanding the fact
that the usage of the drug had increased year by year the popularity of the drug
had increased. There was no relief because of this increase.

Mr. O'’KEEFE: And in your opinion there should have been a price decrease?

Mr. Cook: Yes. I would say under normal circumstances, if you have a

competitive situation, as volume increases and competition increases you nor-
mally get a price decrease.
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Mr. O’KEEFE: Could you give me any ratio of how that price should decrease
with increased use?

Mr. Cook: Yes. Actually in our brief we have set out the example of
chlorpromazine and I think if you will turn to page 34 of the brief you will find
since 1960, when we made our application for chlorpromazine and we obtained
the licence in 1962, that we are now supplying the trade with the various
strengths as pointed out here; 25 milligram, 40 per cent of what they were pay-
ing in 1960; 48 per cent of what they were paying for the 50 mllhgram and 38
per cent’ of what they were paying for the 100 milligram. This is at the level at
which the md1v1dua1 would obtain the benefit of the medicine. In the case of
large, hospxtals——

Mr. O’KEEFE: Excuse me. You would have no personal knowledge whether
thiﬁ,‘bgneﬁt of a price decrease was passed along to the customer?
.+ 1:Mr. Cook: No. We just make it available. We make it available at the
manufacturing level.
i1 Mr. O’KEerFE: You just assume, then, that it is passed along to the consum-
er. In the normal cour'se of events, of course, it would be and it should be.
~ Mr. Cook: Oh, yes.
Mr O'KEEFE: Do you know if it has?
Mr. Cook: I beg your pardon?
“Mr. O’KEEFE? Do you know if it has been passed along to the consumer?

: Mr Cook: We find that doctors have indicated to our representatives, and
even i,ndicated to myself that the patient has found monetary relief.

Mr. O’KEEFE; From ‘the druggist?
1+ Mr. Cook: Yes.
Mr. O’KEEFE: Thank you, Mr. Chairman. I will pass.

Mr. MAcCLEAN (Queens): On page 31 of the brief there is a statement on
whxch I would like some clarification. You say, starting at the bottom of page 30:
“consistent with giving to the inventor due reward for the research
leading to the invention.” The meaning of this condition was the subject
of controversy until the decision in the case referred to. The controversy
. was settled by Mr. Justice Abbott. He made it clear that the reward
referred to meant reward to “the inventor—not the patentee—".

Are you contending that a patentee has no rights with regard to royalties, for
example, if the patentee is not the inventor?

" Mr. Cook: If you would allow me, I would like to pass this along to Mr.
Thorson, who is more familiar with this part of the proceedings.

Mr. J. T. THorsoN (Legal adviser, Micro Chemicals Limited, Toronto): It
seems to: me that this is the clear meaning of what Mr. Justice Abbott said.
Basically it is on this premise, that the sction says that the Commissioner must
have regard to the desirability of making the drug available to the public at the
lowest possible price consistent with giving to the inventor due reward for the
research leading to the invention. Most of these companies in Canada are
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subsidiaries and they are not the inventor of the invention and they have not
contributed any research leading to the invention. This has been clearly stated
by Mr. Justice Abbott and he puts the position of the Supreme Court just as I
have put it in the brief, that in such a case the owner of the Canadian patent is
not entitled to any reward. That is really what the Supreme Court has decided.

Mr. McLEAN (Queens): Well, I am not a lawyer, which is probably obvious,
but this would seem to me to be a—

Mr. THORSON: Oh, when this decision came out it really threw a bombshell
into the camp. Mr. Justice Abbott was quite clear. When he came to this
statement he underlined the words “the inventor” and then wrote “—not the
patentee—" and made it quite clear that he gave this literal interpretation of

section 41(3). Of course, this was the first real clarification of that part of the
section.

Mr. MACLEAN (Queens): This would mean, I take it, that there is no point
any more in a company acquiring a patent for a drug in Canada from a

subsidiary, for example, or another company acquiring the patent rights of a
drug so that—

Mr. THORSON: I do not think it follows, because there was a statement made
to the effect that even if you had licences, the person who was the first originator
of the drug would command at least 60 per cent of the market. He is not going to
have all of the market, but the patentee still has a very considerable advantage.
The licencee, in a sense, is put on the same footing as the patentee but everybody
else is excluded from manufacturing and selling the drug, that is, everybody who
does not have a licence. It is nearly tantamount, of course, to giving the right
person a licence almost as a matter of right. It really has almost come down to

that because the amount of royalty that is computed is a comparatively small
amount.

Mr. MACLEAN (Queens): What is the position, if this be so, of the National
Research Council, for example, if it is not the inventor of the process or the
patentable idea? It may be invented by one of the employees of the National
Research Council but, as I understand the law, as he is an employee the N.R.C.
would have the patent rights on it if a patent was taken out.

Mr. THORSON: I do not know what the situation would be in the case of a
patent owned by the Crown. I do not know what that situation would be because
that particular situation has not come before the Supreme Court. The Crown
might be in a preferred position under those circumstances. However, so far as

any other patentee is concerned, that patentee falls under the language used by
Mr. Justice Abbott.

Mr. MACLEAN (Queens): Therefore, if you happen to have the situation
where—although it would be unlikely—a chemist happened to invent a new
drug and was not in a position to process it, to market it, and so forth, but he had
it patented, how could he then get reasonable reimbursement for his patent if he

were precluded—I take it from this—from selling his patent to an appropriate
company?

Mr. THorsoN: He would probably get his compensation from the purchaser
of the patent, based to some extent on the fact that he was the inventor. Then, of
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course, a person who applied for a licence under that situation would not be in
the same advantageous position as a present applicant.

Mr. MAcCLEAN (Queens): Perhaps I did not put my question very clearly.
What I have in mind is what incentive would there be for a company to buy a
patent owned by an individual?

Mr. THORSON: Not a great deal, not to buy the patent, because they would
have to buy it with the knowldge that someone would come in as an applicant
for a licence and get the benefit of the decision of the Supreme Court as to the
meaning of the section.

Mr. MACLEAN (Queens): Well, it would seem to me that this waters down
very considerably the advantages of patents.

Mr. THORSON: Oh, tremendously, tremendously. Of course it does, and that
seems to have been the basic policy underlying section 41(3) which, in a sense,
makes an exception to the whole monopolistic scheme of patents. Yes, definitely
it does.

Mr. MAcLEAN (Queens): It would seem to me, as a result of this, then, that
the whole concept of patents and the stimulation of research, because of the
patent law, is reduced.

Mr. THORSON: Mr. Cook suggests that he might answer that.

Mr. Cook: I think the Patent Act, first of all, gives a monopoly to the patent
holder. Now, this patent holder, I assume, has come to some reasonable value
which he has placed on it with the inventor, so that now we can say that the
inventor has been suitably compensated or he should be, even if he has to look
after his own affairs. However, our brief points out that if this product is
marketed under the patent and a reasonable return is obtained and that the
prices are not excessive and are not maintained at an excessive rate, that the
patentee will not have any fear of a compulsory licence because a company such
as our company is in business for exactly the same reason he is in business. My
object to be a successful businessman or else lose my job, is to manufacture
pharmaceutical products and make a profit. If the patentee makes a reasonable
profit and does not leave the incentive open for other people to also make a profit
on what he is doing, then if he conducts himself in this manner he will enjoy the
benefits of his patent rights. Qur position is that he should not enjoy the benefits
of his patent rights to the detriment of the Canadian public.

Mr. MACLEAN (Queens): Yes, but it would seem to me that if a patentee has
no advantages which a licensee does not have, there is no point in his purchasing
a patent.

Mr. Cook: I think there is. The fact of the matter still is that Rhone Poulenc,
after all these years, does a very nice business in chlorpromazine at very
respectable prices and no doubt is making a very nice profit. I cannot see your
reasoning in this matter because if he makes a normal profit, and we must
remember that we are not talking about an industry that is in Canada per se, we
are talking about roughly 3 per cent of a world-wide industry in which the
executives of the Canadian corporations of these subsidiaries, even if they
wanted to, can exert very little pressure on.their parents.
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Mr. MAcLEAN (Queens): You are saying in effect, if I follow you correctly,

that the royalties paid by a licensee are equivalent to any benefits that a patentee
might have.

Mr. Cook: Could you put that a little more clearly? I just do not get the
meaning of that question.

Mr. MAacLEAN (Queens): Well, as I see it, there is no incentive to anyone to
try to acquire a patent rather than a licence.

Mr. Cook: I would have to disagree with you. I can see untold benefits to
acquiring patents. The proof of this is that if a man gets the edge, he gets the
prestige. He sets his initial prices. It is just a matter of economics. You just
cannot say that he will not maintain his position. I believe that Eli Lilly had
patents years ago on some of the barbiturates. This company is a successful
company. They sell a lot of barbiturates and they sell them at prices which are
probably higher than you would pay any place else. Every pharmaceutical
company has barbiturates, and yet they are in business and they make a good
profit. They are still reaping the benefit of this original patent, which was the

first on the market. They are still reaping the benefit and the patent no longer
applies.

Mr. MACLEAN (Queens): I would assume that the benefits they are reaping
are due to their successful marketing and the establishement of their brand
name in the market generally, not due to any legal protection they have. That is
the point I am trying to make.

Mr. Cook: I think the legal protection gave them the initial springboard, but
no amount of legal protection is going to save you from bad management. If

these companies are highly successful at the marketing level, then this is what
they should be.

Mr. MacLEAN (Queens): I think I will leave it there at the moment and pass
to someone else.

Mr. MAcCkKASEY: Mr. Cook, I read your brief with a great deal of interest and
I think it is very comprehensive and, for a layman like myself, very instructional
as to the different steps and procedures which are taken to arrive at the finished
product. I was a little disappointed that, unlike most briefs that have been
submitted—and I was under the impression that this was supposed to be includ-
ed, Mr. Chairman—there was absolutely no financial story included pertaining to

your company. There are no balance sheets or anything of this nature in the
brief.

Mr. Cook: Well, first of all, while this is a cost and price committee, we were
asked primarily to come here on another occasion because of certain statements
that were made against our company. A wealth of figures and facts and percent-
ages are available now but it would just be too repetitive. It was our opinion
that we had a specialized point to add to this Committee on matters such as
marketing costs to everybody of between 20 and 30 per cent, or something like

that. There is nothing new.
Mr. MACKASEY: Are you between 20 and 30 per cent?

Mr. Cook: Yes, we are about 20 per cent on marketing. We thought that we
could contribute to this Committee something a little different, something very
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specialized and something that we had some facts on that were different from the
facts that you have been normally looking at, and that was the operation of
section 41(3) of the Patent Act.

Mr. MACKASEY: I appreciate that because you have put the other side of the
picture very clearly and concisely. I think the average person does not under-
stand patent laws too well and it is pretty hard to match wits, Mr. Chairman,
with as eminent a Canadian as Mr. Justice Thorson. If anybody should be
familiar with the rulings of the Supreme Court, I suppose it is learned counsel.
Nevertheless, there are questions I must ask even if I am called out of order by
the judge.

I gathered from reading your brief that you have a very efficient operation.
In comparing it with Smith Kline & French’s submission—I suppose some of the
statements in their brief led to your appearance here today—I was particularly
interested in the detailman’s phase of the whole operation. I noticed last night in
reviewing their brief that they employ about 300 people in their operation—this
was also mentioned in the Committee—whereas you run your efficient organiza-
tion on less than 30. Am I correct in that assumption?

Mr. Cook: Between 30 and 40, I think. Somewhere in here there is a heading
for personnel. Yes, between 30 and 40 people.

Mr. Mackasey: Well, do you have some secret that the rest of the industry
does not have that you can run as large a concern as you have and still manage
to do that with 30 people, including your Ph.D’s and chemists and engineers?

Mr. Cook: The whole thing is relative to the size of our business, and
although we would like to have the same volume and the same organization as
Smith Kline & French, unfortunately we do not. I think on a comparative basis
you might say that we have sufficient personnel. Our organization and our sales
capacity is proportionate to them.

Mr. MAcKASEY: Proportionate to their volume of sales?
Mr. Cook: I would think so.

Mr. MACKASEY: Because without a balance sheet this is something I cannot
determine. This is why I would have appreciated one.

Mr. Cook: Our volume is around the half million dollar mark, so if you take
that into consideration—

Mr. MAcKASEY: That is a fair proportion.

Mr. Cook: In that way we are probably a little over-staffed because I do
believe their sales are a little better than $3 million.

Mr. MACKASEY: With such a tightly knit operation are you in a position to
properly service all of Canada with your products?

Mr. Cook: Yes, we do. We are continually expanding our sales effort. The
problem has been that you must make a choice and this choice is normally one of
business foundations. We have a limited amount of capital. We had a certain
amount of earnings that were coming back to be worked into the business. We
had the choice of either momentarily halting our sales expansion—which takes
money—or putting this money to work at the manufacturing, technical and
chemical end of our business. We made this decision six years ago. Our sales
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organization has been relatively static. Mind you, we have always been creative
in the sales field by getting distributors to handle products instead of putting our
own men in the field. We have been essentially concentrating on putting the
foundation on the house, because you cannot put the roof on before you do that.

Mr. MACKASEY: You have outlined the very logical growth steps that your
particular company must take; you must creep before you walk and so on. If
your marketing is between 20 and 30 per cent, which seems to have been the
figure that most of the big P.M.A.C. members have quoted in their balance
sheets, why is there the tremendous spread, according to your statement, be-
tween their product and your product?

Mr. Cook: I would say that the secret to this probably lies with them, not
with us. We have no idea of their inter-company charges. Well, we have some
idea—as I think is mentioned in the brief here—but it is only to the extent that
it is given to us or obtained by us in the course of hearings such as this or
through the patent office proceedings. It would seem to us that there are
relatively high amounts of money being vaguely accounted for. I am not saying
that they should not be handled this way. A man should be able to handle his
money any way he wishes. After all, it is a free country. If we are able, and we
are proving the point, I believe, year after year, to do what we believe is an
efficient job—not in comparison with them particularly—and sell the product for

less, then there must be something on their side of the fence to be shown for the
difference.

Mr. MACKASEY: I come back to marketing because one of the points empha-
sized contniuously, and perhaps with a certain amount of validity, against the
brand names is their emphasis on marketing—slick promotional pieces, high
pressure detailmen—which are all grouped in this 20 to 30 per cent marketing
cost. From reading your brief I infer that you do not use this method of pushing
your product; you are not top heavy in detail men and slick promotion. What
brings your marketing quite so high, why the comparable?

Mr. Cook: Our marketing is high because, from an economic point of view,
there are certain costs which are fixed costs. There are certain costs which are
variable costs and there are also, I do believe, certain costs which are semi-vari-
able. Our sales are a fraction of one of these large companies. However, there are
certain basic things that we must have whether we make a dollar’s worth of
sales or a million dollars’ worth of sales. I would hope to see my sales go up and I

would try to make it the policy of my organization to see that percentage come
down.

Mr. MACKASEY: Because the fixed would grow and the variables, of course,
would be just nominal?

Mr. Cook: Yes, I would think so.

Mr. MAckasey: I think you have made a very valid point to someone
interested in economics. In other words, once you get up to maybe a million
dollars worth of sales and because of your fixed expenses in the marketing end
you presume that you will be able to reduce this 20 or 30 per cent to a lower
level. Are you in favour of the recommendation of the Hall Commission Report
that this particular area be limited to 15 per cent?

Mr. Cook: No, I am not.
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Mr. MACKASEY: Would you elaborate?

Mr. Cook: I believe that basically everyone has a right to run his business as
he sees fit and I do not think we should pick on the drug industry and say, “You
are different from somebody running a corner grocery store”. I think to a certain
degree my costs will come down in competition. If I can operate and get larger
and larger in this business, then the man who has a 40 per cent marketing cost
is going to be looking at a red number at the bottom of his balance sheet and he
is not going to like this. He is going to have to do something. This back and
forth assessment in open competition will ultimately give you the lowest possible
price available to the Canadian public. Our basic system—our basic philosophy
in this country—should handle this very nicely without any undue strain put on
the industry.

Mr. Mackasey: Thank you very much. I have only a few more questions for
the first round, at least. I will skip to page 25, if I may. I think you mention in
subparagraph (b) of Section (1) an Italian firm as an example of the fact that
trifluoperazine can be manufactured for $270 a kilogram, as compared to the
$460 mentioned in the first paragraph. In section (¢) you point out that your own
record, in comparison to the Italian firm, is not the happiest in the world.

Mr. Cook: This section, now that I look at it, is not as explanatory as it
should be. I believe this was meant to mean in packaged form it would be $500,
because our raw material cost is roughly in that $270 bracket. This should have
read—taking section (a)—$460 for putting chlordiazepoxide in usable dosage
form. I must apologize that this $500 should have been in that same category.

Mr. MACKASEY: It only proves that we read your brief; otherwise we would
not have picked it up.

In section (b) you do not state whether the $270 per kilogram of the Italian
firm is in usable dosage form,

Mr. Cook: No, that is in bulk.
Mr. MACKASEY: It is in bulk?
Mr. Cook: In most cases imports would be in bulk.

Mr. MACKASEY: It is fair to introduce a comparison between the $460 of
Hoffmann-La Roche, for instance, and the $270 of the Italian firm when they are
in different forms?

Mr. Cook: It would not be fair to make a comparison because it is two
different products as well.

Mr. MACKASEY: But you have made it?

Mr. Cook: We have only made it to the extent that the products are similar.
After all, some people are talking in terms of thousands of dollars and we are
talking in terms of between $100 and $500.

Mr. MACKASEY: But in actuality, then, that page would be just as well left
out because it is ambiguous and not quite—I should not say fair—but it can be
confusing. I think the judge would be happy to get off with that.

In one section you are quoting a finished product and in another one a raw
material. You do not state this and yet you are comparing the same prices.
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Mr. THORSON: It might have been better to make that qualification which
you suggest. One was in its raw state and the other was in dosage form.

Mr. MackAsey: That is fair. Thank you.

On page 19—and I apologize for jumping around—you have this letter
which I am happy to see—from Dr. Chapman to the Commissioner of Patents
indicating a degree of co-operation between the Food and Drug Directorate and
the Patent Office before a compulsory licence, or something, is granted. Is it not
also fair—and this is a question—to point out that this letter does not necessarily

guarantee the end product, it guarantees the cleanliness of the premises, am I
correct in that?

Mr. Cook: No. I think you can go back to the first brief. I do not have a copy
of it here. Dr. Chapman made a remark and I think the essence of it was that the
dependability, the reliability and the sincerity of the people involved in an
operation is just as important as their premises.

Mr. MACKASEY: I agree with this. However, I am just looking at the letter
coldly.

Mr. Cook: I would think that he would take this into consideration before he
would issue a licence.

Mr. MAckASEY: Do you think that in the future letters between the Patent
Office and the Food and Drug Directorate could be clearer in this respect and
that over Dr. Chapman’s signature should include an evaluation of all these other
qualities that you have just stated?

Mr. Cook: You could enumerate them, yes, but this would be a matter for
Dr. Chapman. Perhaps you could bring that up when he appears.

Mr. MACKASEY: Mr. Chairman, I have one final question at this time. It deals
with the Hilliard Committee Report. Again, I appreciate your endorsation of
Section 1, I think, of the Hilliard Report, which emphasizes this co-operation
between the Patent Office and the Food and Drug Directorate. Do you have any

comments on the Hilliard Report’s section on new drug status or new drug
definition?

Mr. Cook: The definition of a new drug, in my opinion is a very complicated
one. My observation is that the Food and Drug Directorate is very, very careful
in evaluating what is to be a new drug and how long it is to be considered a new
drug. They have a tremendous staff available to them which is highly qualified
and this staff is charged with coming up with this opinion and it would be
beyond our company to contest this.

Mr. MAckasey: You have not quite answered the question. Would you
accept the Hilliard report in its entirety?

Mr. Cook: I think we would, yes.

Mr. Mackasey: Fine, I appreciate that. I am concerned about an old drug
that has conceivably been on the market for 12 or 15 years and then suddenly it
is found that this drug, perhaps in conjunction with something that is not on the
market—it could be a new type of soft drink or a new type of food product
—would have a very bad side effect reaction which, of course, would concern the
Food and Drug Directorate. It seems to me that our laws are such that the Food
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and Drug Directorate would find it very difficult, even under those circum-
stances, to reclassify that old drug as a new drug. Do you agree with that or am I
wrong?

Mr. Cook: I do not think there would be any hesitation on the part of the
Food and Drug Directorate. They are charged with the public safety and if this
hypothetical case were to come true I think you would find that they would act
very swiftly.

Mr. MACKASEY: In the case of trifluoperazine, which you are now manufac-
turing and which Smith, Kline & French are manufacturing, I imagine, under
the name stalazine, let us suppose in a few years time we found some bad
side effects from stelazine or from this other particular product. As one of the
manufacturers would you then be able to meet all the requirements that are
placed on manufacturers of new drugs such as the reports?

Mr. Cooxk: Yes, we would.
Mr. MACKASEY: Thank you, Mr. Chairman.

- Mr. OrLiIKOW: Mr. Chairman, like the last speaker I am interested in the
financial operations and in the profits of all the drug companies. As I mentioned
to you before the meeting started, it is my intention at the next meeting to
present a motion which, if passed, would require all the companies which have
testified and all the companies which belong to the various pharmaceutical
manufacturing associations to submit the same kind of financial records to this
Committee as the companies which appeared before the consumers’ committee
submitted to that committee, that is, information with regard to the volume of
business they do, the capital which they have invested, the gross profit, the net
profit they make and the payments in royalties or fees they make to their parent
company in the United States or anywhere else. That kind of information I think,
Mr. Chairman, is of the utmost importance if the people of Canada, through this
Committee, are to get to know whether they are paying too much or a fair price
for the very important prescriptions which they have to buy.

Mr. Chairman, these companies are here to a large extent because of the
very sharp attacks on their reliability and on their reputation which were made
by one of their competitors, Smith, Kline and French, and I think that raifher
than ask any specific questions right now I would like one of the representatives
of this company to summarize briefly—because some of us have not read this
brief in detail and it may not be recorded by the press—the last part of their
written submission in which they answer the charges made by Smith, Kline and
French about the products which they sell.

Mr. Cook: Mr. Orlikow, we do not agree with the findings of Smith, Kline
and French. It is our opinion that the information submitted is misleading and
false. We have very good control on our products. OQur company, from the very
outset of the establishment of 74 GP 1, has been a qualified company. If you
could check the records, and they are not available to me, I think you would find
we were one of the first companies to be so approved. We have manufactured
this product very, very carefully because we knew from the very outset that our
manufacturing would have to be up to the highest standards and this is where
we could be attacked. We have shown a comparative analysis on page 45 of our
brief, which is straight statistical data. However, I would like to take a minute in
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connection with the calibration of this product. There has been a movement
afoot, not only in this Committee but at the competitive level, to indicate that
our product is not calibrated on the same basis as SKF, that it is a different
product than SKF and that ours normally would give 16 per cent less potency,
along with some very undesirable variations.

On December 12, I believe, some information was given in a rebuttal to Mr.
Gilbert’s brief concerning clarification of the opinion of SKF on the calibration of
their product. We contend that we have exactly the same drug in our product in
exactly the same potencies and that our calibration is, in effect, the same. In
addition to this if you will just take a look at the labels on page 46 A and 46 B
you will see that Smith, Kline and French indicate that their tablets are
trifluoperazine tablets B.P. We also indicate that our tablets are trifluoperazine
tablets B.P. The B.P. specifies that each tablet shall contain trifluoperazine
hydrochloride. Mr. Bethel of Smith, Kline and French admitted in his most
recent statement in December that his product contains trifluoperazine hydro-
chloride. Our product states clearly on the label, and we do put in, trifluopera-
zine hydrochloride, B.P. So now we have come to the situation where we have
two products, and I think Smith, Kline and French will now agree that they
have the hydrochloride salt in it, as we have the hydrochloride salt.

Now, let us come to how much hydrochloride salt we have in this product
and how much base. Smith, Kline and French state that they calibrate the
strength of their product on the base. This is a logical calibration. It is a
calibration that has been accepted on the market. The British Pharmacopoeia
states that the calibration should be in terms of the hydrochloride salt. There is a

way around or there is a meeting between these two. The Food and Drug
Directorate’s regulation C.01.003 states:

Except as provided in C.01.008 no person shall sell a drug that is not
labelled as required by these regulations.

The regulations, I think—if we can give a fair interpretation of them-—state
that when there is an official monograph in a pharmacopoeia that is recognized in
Canada this monograph shall be used. When this drug became an official mono-
graph in the B.P., Smith, Kline and French had to change their label to
trifiuoperazine tablets, B.P., because the regulations required it. However, they
were interested in maintaining the product that they had been selling, which is a
very sensible conclusion. They were interested in maintaining the same thera-
peutic effect. The B.P. does not state how much of the product should be in the
tablet or other dosage form; it just states that everyone should know how much
of the hydrochloride salt should be in there. Therefore, section (b) (v) of
C.01.004 of the Food and Drug Regulations requires the label of a drug to carry
the quantitative list of the medicinal ingredients contained therein by their
proper names—and this is the point, their proper names—or if they have no
proper names, by their common names.

According to our regulations this product now has a proper name. Therefore
if we have been selling a product that contains one milligram trifluoperazine
base which, after all, is the active portion, and we are forced to label our product
in terms of the hydrochloride salt, then we must comply with all the regulations
and state thereon the amount of the hydrochloride salt. We have done this on our
labels. Our label is summarized on page 44 and it also appears on page 46, but
the summary is essentially the same, and to maintain one milligram of the base
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we have to put in 1.18 milligrams of the hydrochloride salt. There is no
regulation which says that we cannot do this. We can make a 1.75 milligram or a
2.04 milligram, there is no stipulation. It just stipulates that whoever reads the
label should be able to interpret it in some common denominator. The common
denominator is trifluoperazine hydrochloride and not trifluoperazine base.

Smith, Kline and French have done exactly the same thing. They have put
in their tablets 1.18 milligrams, or 1 milligram, of the hydrochloride salt to
maintain their original product of 1 milligram of the base. Unfortunately their
label does not comply exactly with this section of the Food and Drug Act, in my
opinion, because they state on their label:

Each tablet contains trifluoperazine

Now, trifluoperazine is the base and the regulations state that the mono-
graph is trifluoperazine hydrochloride. But they qualify this by saying at the
bottom:

.. .as the dihydrochloride.

Now, they admit that they put the dihydrochloride in, and to get one
milligram of the base you must put in 1.18 milligrams of the dihydrochloride.
Therefore what they have been trying to prove different, is beyond my com-
prehension. In my opinion it is a matter of confusion.

Mr. ORLIKOW: What brief comments would you care to make on the so-
called analysis of your product which SKF said was made for them by an
independent company which showed that there were great variations?

Mr. Cook: Could you give me the first part of your question again, please?

Mr. ORLIKOW: At one point in their testimony SKF said that they had hgd
your products tested by an independent company and that they varied greatly in
potency and the implication was there—I do not have their testimony in front of
me—that your products were not up to standard. What comments do you have to
make on that?

Mr. Cook: Their statements, if they are read carefully, would certainly leave
that impression, but it is hard to say between ourselves and Mr. Gilbert. w}}ose
tablets finally got the independent assay. I do not think it is quite definite just
how many independent assays were done and on whose products they were done.
In my opinion, from looking at the last brief of SKF, they were done on Gilbert’s
products, as far as independent assays are concerned, not on ours.

Mr. ORrLIKOW: But anyone reading that testimony would get a pretty poor
impression of your company?

Mr. Cook: Very definitely.

Mr. OrLIKOW: I think you say in your brief that you are prepared to submit
to a testing of your products and SKF’s at the same time by any independent
organization that does this testing?

Mr. Cook: Yes, we certainly are.
Mr. ORLIKOW: Are you still prepared to do that?
Mr. Cook: By all means. o

Mr. ORLIKOW: I would now like to switch to the question of the sale of these
prescription items, which are so important to so many people, by you and by

()
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SKF could you give us some idea of the sale breakdown of your products as
between, let us say, on the one hand retail drug stores or prescription pharmacies
and on the other hand hospitals and so on?

Mr. Cooxk: Yes. At present, while I do not have any definite figures, I would
say possibly 60 per cent of our total trifluoperazine or more is being handled in
hospitals, but from a detailing point of view it takes quite a while, to build up
this other end of the business. This will change. We have only been effectively on
the market since roughly July of last year.

Mr. OrLiKOW: Could you give us examples of the hospitals in the different
provinces which have purchased your product?

Mr. Cook: Yes, we have sold to the Manitoba mental institutes, the Ontario
Government for their mental institutes, the Winnipeg General Hospital, the

Douglas Hospital, formerly the Verdun Protestant Hospital, which is a large
mental institute in Montreal.

Mr. MackASEY: They should have left the name “Verdun” in there. I have
never forgiven them.

Mr. OrLiIKOW: That is the hospital of which Dr. Lehman is the medical
director?

Mr. Cook: That is true.

Mr. OrLIKOW: Dr. Lehman, who was one of the first users of this type of
drug on the North Amercan continent?

Mr. Cook: He is considered an authority on phenothiazines, yes.

Mr. OrLIKOW: He has no objection to his hospital using your company’s
products?

Mr. Cook: No.

Mr. OrLIKOW: I will not put words in your mouth, but I assume therefore
that is must be pretty reliable.

Mr. Cook: There are other hospitals as well. There is the Montreal General,

the Hotel Dieu and the Royal Victoria in Montreal. These are all major hospitals
and we have had no complaints.

Mr. OrLIKOW: Can you tell me approximately the price per thousand which
the hospitals are paying for your product?

Mr. Cook: Let me have a look here. It depends a lot on quantity. Our pricing
structure is based on quantities and if you would not mind a delay, I think I have
in my bag a reasonable price breakdown on this product. Would you excuse me
for a moment?

Mr. OrLIKOW: Yes, certainly.

The CHAIRMAN: While Mr. Cook is getting the information, is it agreed that
we print today’s submission as part of today’s proceedings?

Mr. OrLiKOW: I so move.

The CHAIRMAN: The other thing I should mention at this time is that T have
asked the accountant of the Committee to study figures released by the Dominion

Bureau of Statistics and various taxation statistics to see if he could provide the
25514—2
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Committee with some picture of the profits of the pharmaceutical industry in
general as compared to other industries in Canada. I took the liberty of doing
that to see if he could come up with a study of this. This would go along with
what Mr. Orlikow has been suggesting, but it would be of a general nature
rather than a specific one.

Mr. BRAND: While we are on this subject Mr. Chairman, as the name and
the labelling of the Gilbert firm has come up in the hearings today quite often
and I know that a letter went to you from the vice president of SKF regarding
the Gilbert charges about labelling. I wonder if that could be tabled for the
perusal of the Committee?

The CHAIRMAN: Was this the letter—

Mr. BRAND: It came to you as Chairman.

The CHAIRMAN: I am sorry, I get so many letters that I do not remember it
specifically.

Mr. Branp: If you just look it up or have your secretary look it up and

perhaps table it for our information. I think it is important in view of what we
have heard.

The CHAIRMAN: Did we not all get copies of that? Was that not reproduced?
Was that not the one that was given to the Committee members the same day
that Mr. Gilbert actually testified before us? It did not become part of the record,
it was merely given to members of the Committee.

Mr. MAckASEY: That is right. I had asked to have it included in the record at
the time but the idea was rejected.
Mr. BRAND: Why?

The CHAIRMAN: The Committee members felt they should read it before it
became part of the record and they would decide later on whether it would
become part of the record.

Mr. BRAND: I move that it become part of the record. I have not seen it yet.

Mrs. RipEouT: You have not read it?

Mr. BranD: I did not get one.

The CHAIRMAN: If you had been here the day Mr. Gilbert was testifying you
would have received a copy.

Mr. BRAND: Yes, but T did not, and there must be a lot of other people who
have not received it as well.

The CHAIRMAN: Is it agreed that it become part of today’s record?

Some hon. MEMBERS: Agreed.

Mr. Cook: You specifically want to know the difference in our prices as
against SKF’s?

Mr. OrLIKOW: No, at the moment I want the price which you recently have

been charging, let us say, the Crease Douglas Institute in Toronto or the
Manitoba hospitals.

Mr. Cook: In the case of the Manitoba government the quantities were
extremely large. I hope it is sufficient to indicate this to you on a total price basis
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because, for competitive reasons, in our brief we put our price in at roughly
$66,000, for what would have cost approximately $130,000.

Mr. OrLIKOW: What did that work out to for 1,000 tablets?

Mr. Cooxk: Well, they were all different strengths and different quantities for
strengths. This is the complicated—

Mr. OrRLIKOW: Can you give me the price which you would charge for 1,000
5 milligram tablets?

Mr. Cook: Yes. Let us take a look at a hospital which would normally
purchase 25,000 tablets. We would charge $16.95 for 1,000 1 milligram; $21.60 for

1,000 2 milligram; $34.55 for 1,000 5 milligram; $46.10 for 1,000 10 milligram,
and these are prices that we have established.

Mr. OrLIKOW: All right. Have you got any information about the compara-
ble quotations that Smith Kline & French have made?

Mr. Cook: Yes, to my knowledge they would charge $21.20, $27.00, $43.20
and $57.60.

Mr. ORLIKOW: How much more would that be on a percentage basis?

Mr. Cooxk: It is roughly 20 to 30 per cent, or something like that. I have not
calculated it.

Mr. OrRLIKOW: Mr. Chairman, the reason I am asking these questions is that
in Tuesday’s New York Times—Tuesday of this week—there is a news article
which reports that the State Controller of New York wants an investigation of
Smith Kline & French because of their consistent overcharging the state for these
prescription items which the state buys in the amount of $2.5 million a year. I
think it is very important that we know what the institutions are paying, from
whom they are buying and what the ordinary citizen who buys individually will
have to pay for this kind of prescription.

Mr. Chairman, I think that is all I want to ask. I think it is clear, however,
that this company have not only supplied the people of Canada with prescription
products which are of high quality, but they have sold them at consistently lower

prices than some of the old companies and they have, indeed, forced all these
companies to bring their prices down.

Mrs. RipEOUT: Mr. Chairman and Mr. Cook, I must first explain to you that I
am neither a lawyer nor an economist, nor am I knowledgeable about drugs and
drug companies, therefore I think I represent quite a large portion of the
Canadian population. T am just sorry that there was not an opportunity for me
to have had a crash program or an education in innovators and copiers, and all of
these various differences of opinion, because I must say that I am having a great
deal of trouble associating my thinking in line with your thinking and then again
my thinking with the thinking of the larger companies. If I am correct, this
Committee’s function is to study the cost of drugs and, as you have explained
today, you did not have a financial statement in your brief because you were

here in defence of your company as a result of statements made by one of the
larger drug companies. Am I correct in this?

Mr. Cook: Yes, and I would also point out that we did want to present what

we felt was some very good information on section 41 (3).
25514—2}
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Mrs. RipEouT: Now I want you to understand the questions I am asking are
just to clarify my own thinking on these things which you have brought up in
your brief which I have read very carefully. If I can refer to page 23, you speak
of the excessive costs and prices of patented drugs. What interested me was
where you say:

The great drug companies spend large sums in research, frequently
resulting in failures, but occasionally resulting in “winners”. ..

Then you go on to explain that the prices of the drug companies are
excessively high compared to the prices of the drugs that you can produce under
a different name, but the same product really. Am I correct in that?

Mr. Cook: Yes, I would say that our brief tends to indicate this, yes.

Mrs. RipEoUT: I would like to relate my question to an article I read in the
paper, I think just during the last week concerning a meeting in Toronto. Dr.
Wigle, I believe, said that through research they hoped soon there might be new
drugs discovered to cure some types of the cancer. These things are of great
interest and concern to me. Do you not feel that these companies which spend all
this money on research have to charge the prices they do? How can we obtain
the benefit of research if drug companies are not financially able to do the work?

Mr. Cook: I think there is adequate proof that they are more than financial-
ly able to do the work. The significant point is that while their cost of research
is a very impressive dollar figure, it is not an excessive percentage of their
business. I think on the average it is somewhere around 7 per cent—it is less
than 10 per cent of their business. Now every industry has to research, because if
you are—

Mrs. RIDEOUT: Do you do research; do you have research facilities?

Mr. Cook: Yes we do in a very limited way.

Mrs. RipEouT: Can you give me just a rough idea of what your costs would
be for research?

Mr. Cook: We have been spending on research and development approxi-
mately 12 per cent of our dollar volume.

Mr. MACKASEY: I have a supplementary question. Would not the same caveat
apply to your original argument that marketing costs have to be between 20 and
30 per cent because your volume is low, and that the same thing distorts the
percentage you have spent on research?

Mr. Cook: No. This to me is a controllable variable. Let us just take a
hypothetical question. Let us assume that we have drug company (a) which
spends 20 per cent on research and enjoys a tremendous market with a tremen-
dous mark-up. Something happens economically, either their sales decline, or
their profits decline, but something happens to them. I have no doubt that back
in the board room somebody is going to get the chart out and is going to start
saying: “All right, where are we going to cut down.” And I am quite sure that
they will start cutting down on every angle, just like a government would go
through a budget. And I am quite sure that they would control the amount of
research to ensure that they get a profit. Because if they do research and come
up with consistent losses, then they go out of business, so that you have lost
your research anyway.
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Mrs. RipEouT: But if they come up with a winner?

Mr. Cook: If they come up with a winner, then they can maintain a
respectable profit and a respectable operation. My opinion is that there is no
yardstick for anybody to say what is respectable, what is a decent profit and what
is an excessive cost, because you have nothing to put up against it. Now there is
one thing that can be set up against this thing, and that is competition. This is
what will be set up against it. If a man spends 40 per cent on distribution and
somebody does it for 20 per cent, and competes with him, he will find out that
his 40 per cent is too high; but until that point, nobody knows.

Mrs. RipeouT: But will he also destroy the ability of the company to
continue research for a winner. I am thinking in terms of people today who live
in hope of a cure for a disease that right at the moment is incurable.

Mr. Cook: No, I do not think so. Although this has been repeated and
repeated, I go back to the combines investigation that we had. There was an
economist in there and he said that the proof pointed to the fact that the
originator maintains the lion’s share of the business, maintains his good profits,
notwithstanding.

Mrs. RipEouT: We cannot compare because we do not know your profits or
your financial statements. It is difficult to know your position related to others. I
am not complaining, but I was wondering why—I notice you are not a member
of the PMAC.

Mr. Cook: No.

Mrs. RipEOUT: Would it not be better for you to be associated with this
group, or do you feel it would not be?

Mr. Cook: I do not think so.
Mrs. RipEOUT: You just have no interest in it?
Mr. Cook: We are interested in doing business in an independent way.

Mrs. RipeouT: I would gather from your brief that you have been quite
successful.

Mr. Cook: We hope that we have been successful in what we have done. I
might point out here that our success, as far as we are concerned, is in develop-
ing the technical personnel and the basis for a basic chemical industry in the

pharmaceutical field today. And with this we hope that our success will take us
further.

Mrs. RipeouT: But it has allowed you to keep the price of your drugs at a
reasonable level and certainly you can offer them at considerably less than the—

Mr. Cook: Yes, but we are motivated. I mean people who run businesses are
motivated primarily by economic reasons, and we are motivated to sell our
products. This is called competition. I mean this is why I feel that what we are
doing is ancillary to the effects that you want, or in conjunction produces the
effect that you, in this Committee, want. But we are not doing it to lower drug
costs, let us put it that way. You people are interested in lowering drug costs. My
interest is in maintaining a corporation or a group, and a profit. But the system
that we have outlined here will automatically produce the desirable effect that
the Canadian public want. And I think this is all you can ask of an economy.
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Mrs. RipEouT: I was interested in the history your Micro, Paul Maney and
Gryphon Laboratories, am I correct in my pronunciation?

Mr. Cook: Sometimes I wish we would forget about that name because we
have every kind of pronunciation. We call it Gryphon.

Mrs. RipEouT: Gryphon—sorry. I do not quite know how to ask you this,
and I hope I am not asking you something I should not, but who really owns this
company? Is it owned by the three people or is it owned by—

Mr. COOK: Yes; there are three major Canadian shareholders.
.Mrs. RIpEOUT: And they are all Canadians?
Mr. Cook: Yes.

Mrs. RipEoUuT: Would you say that you have a monopoly on industry across
Canada?

Mr. Cook: That we have?

Mrs. RipEOUT: Yes, that you could keep the other companies with your—

Mr. Cook: Oh, yes, we have a general line of pharmaceuticals, over a
hundred different products.

Mrs. RIDEOUT: So there is no competition, then in your particular field.

Mr. Cook: Yes, there is competition in all pharmaceuticals to a great extent,
probably 90 per cent. There are 2,000 or 3,000 beneficial pharmaceutical drugs on
the market, and I think what is causing the problem is not the aspirin, is not the
barbiturate, is not the triple sulpha or the ammonium chlorides or ferrous sul-
phate. These are not the drugs that are causing people to ask questions. There
are only a very few drugs causing people to ask questions, and these drugs
almost to a one are covered by patent.

Mrs. RipEouT: Which protects them?

Mr. Cook: Yes, which protects them.

Mrs. RipEouT: Mr. Cook, your three associates which are Canadian ou.med,
are these drug orientated companies, I mean people in these three organizations?

Mr. Cook: Are you talking about the shareholders or the management?

Mrs. RipEOUT: I would say the three principal shareholders in Micro, Paul
Maney and—

Mr. Cook: Well for myself, I am a chartered accountant. Mr. Miller has
been in the drug industry at the selling and distributing end for well over 20
years. Our third director, Mr. Heintzman, is our financial director.

Mrs. RipEOUT: Is that the man from Heintzman pianos?

Mr. Cook: Yes, that is one of them.

Mrs. RIpEOUT: The reason I ask is that you gave a very comprehe{xsive
picture of the facilities you have, and the way you carry out your operatxopa]
end of it, and I wondered if you had at the same time competent people looking
after your production end of your business.

Mr. Cook: We very definitely do.

Mrs. RipEoUuT: Do you have ong person in charge of these three, or is it—

)
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Mr. Cook: No, we have two separate plants, as mentioned. The man .in
charge of our chemical plant is a Ph.D., in chemical engineering. Underneath him
is a chemical engineer who acts as production manager, and under him are the
various technical men. Our finishing plant is under the control of a qualified
pharmacist, who is a production man. He has been in this business for 20 years or
so and has had a lot of experience. In addition to him, we have two ot_her
qualified chemists who are acting in the control capacity; under them technicians
who have been for many years in the drug industry. In addition to this we have a
research organic chemist who is a Ph.D., as well, and who does development
work and special projects.

Mrs. RipEOUT: Is Mr. Gadsby employed in your company?

Mr. Cook: Mr. Gadsby? No, he is not employed. He is acting as a consultant.

Mrs. RipEOUT: In other words, you take advantage of the service he has to
offer?

Mr. Cook: Yes.
The CHAIRMAN: Who is Mr. Gadsby?

Mrs. RipEouT: Well, I guess he was working with the Ontario Government,
was he not?

Mr. Cook: Yes he was.

The CHAIRMAN: As a consultant. But I am sorry I lost your question there; I
do not think the name comes up in the brief anywhere.

Mrs. Rmeour: It is G-a-d-s-b-y?

Mr. CooK: Yes.

Mrs. RioeouT: Did you get it all right? I think he was a purchasing agent for
the department of health in the—

Mr. Cook: Some years ago, yes.

Mrs. RipEOUT: And he is now a consultant with your firm?
Mr. Cook: Yes.

Mrs. RipEOUT: I think that is all.

Mr. Branp: I would like to clear a little something up here that you were
talking about, Mr. Cook. You were referring to the products that were tested, the
comparative testing of the quality of the drugs, and the base, and that. This is
the implication I get from what you said, I would like you to correct me if I am
wrong. You implied that your products were not tested, only Gilbert’s, and
therefore that you were suffering from guilt by association. Is this correct?

Mr. Cook: The way it read to me, the independent testing, there is no doubt
that Smith Kline & French tested our products; I think they said so them-
selves. I am talking about the independent testing that was done. It was not clear
to me whether it was done on our products, Gilbert’s products or both of us.

Mr. Branp: If I were to show you some figures to indicate that in fact they
did test your products and they did not come up to standard, what then?

Mr. Cook: At this point I would have to say that your figures were wrong.
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Mr. BRAND: Oh, not my figures, those of the independent company, Warnock
Hersey.

Mr. Cook: That is correct.
Mr. BRAND: You would say they are wrong?

Mr. Cook: Yes. We are in a very fortunate position that we have not Mr.
Bethel on our staff and he is on Smith, Kline and French’s.

Mr. BrRaND: I am not talking about Mr. Bethel. I am talking about Warnock
Hersey which is the independent group we are talking about.

Mr. Cook: I would think that he would approve of their work.
Mr. BRaAND: Of whose work?

Mr. Cook: Of Warnock Hersey, or else he would not have produced it along
with his information.

Mr. BRAND: We spent a lot of time on triflurin. I wonder if we could get
away from triflurin for a change. We are all getting a little tired of tranquiliza-
tion in the Committee, because on this Committee it is producing a lot of ulcers
and some of the members must go to one of the tablets that are used to treat
ulcers. You put out a product, pro-pantheline bromide, under the trade name of
Banlin tablets. Is that correct?

Mr. Cook: Yes.

Mr. Branp: I have before me a letter from Ninfa Redmond, Master of
Science, Pharmaceutical Analysis Laboratories of the Warnock Hersey Company
Limited and the comparison of tests done on the Pro-Banthine tablet which is a
trade name of the Searle Company. It is important to mention Searle because
there is something in the paper today about the birth control pill, and they are
the first ones who brought it out so we can give them a little boost on that.

The assay was done here by the U.S. P. method and by the B.P. method. If I
may just read from the B.P. method at the moment—that is the determination of
the bromide in the tablet: Searle unaged tablets showed up at 99.5 per cent and
the aged tablets at 95.5 per cent, both within the B.P. limits.

Banlin tablets, unaged 100.89 per cent and 100.3 per cent, which is very
good. The aged tablets, however, show 91.75 and 91.9 These are below the B.P.
limits. What do you think of those statements?

Mr. Cook: There is no specification in the B.P. for assaying aged tablets.

Mr. BrRaND: Would you agree that it is a method of finding out whether the
tablets will stand up under shelf life and other conditions?

Mr. Cook: It is if they are taken at comparable times from date of manufac-
ture. '

Mr. BRAND: Yes, I believe these were.

Mr. Cook: These were?

Mr. BRAND: Yes, to the best of my knowledge.

Mr. Cook: How would they know our date of manufacture?

Mr. BranD: Well, I understand, and you have put it out in your brief, that
you have lot numbers so that you know this, do you not? I believe you stated

Qr
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that in your brief. In fact, you made a point of it. I will point it out to you if you
like. You made quite a point of this toward the end of your brief. It says on page
44 that:

It should be noted that the labels in actual use show the proper lot
numbers for identification purposes.

Which I presume are used to determine the age of the tablet.
Mr. Cook: No, they are not.

Mr. BRAND: What are they for then, just to show the lot number?

Mr. Cook: Yes, so that you can track this product back to its original sources
of material.

Mr. BranD: Then, let us go on a little bit further and we will come back to
that later.

I must underline what some of the other members of the Committee have
said about the breakdown of the manufacturing dollar. You made quite a point
of ticking off this Committee on page 12 about straying outside our terms of
reference. I think, in view of that, it is only fair that we should get back to the
costs of drugs and prices. You state that we stray outside of this and go into the
matter of quality of drugs and then you spend your whole brief talking about
quality. Are you intimating by your statement on page 12 that you can separate
the cost and price of drugs from quality control?

Mr. Cook: No.

Mr. Branp: Yet you intimate that we are outside our terms of reference.

Mr. MAckASEY: Mr. Chairman, Dr. Brand will have to speak for himself on
this. I do not draw that inference from reading section 5, page 12.
Mr. BranD: Well, let us read it into the record because I drew that inference.
While the terms of reference to this Committee relate to the cost of
drugs and their prices several members of the Committee have expressed
concern over the importance of maintaining the quality of the drugs
referred to and the safety of their use by the public.
I think that seems quite clear.

Mr. MACKASEY: Mr. Chairman, on a point of order, I think this is just a
factual statement in the brief. Many members have expressed their concern. I do
not consider this as Micro Chemicals ticking off the Committee for straying
outside the terms of reference. It is an observation.

Mr. Branp: This is a subjective thing, of course.

Mr. MAckASEY: That is right.

Mr. Branp: I think I am entitled to my subjective approach to this.
Mr. MACKASEY: Yes, exactly.

Mr. Branp: I wanted to find out, of course, if this is indeed what you meant
in the brief. I am asking that question and I presume from your previous answer
you did not mean this; it was merely a straying of the pen.

Mr. Cook: No.
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Mr. BRAND: Are you going to be prepared then to give us a breakdown of
your manufacturing dollar and the other material that has been asked for
relating to the financial structure of the company? I am interested in the profit
your company is making.

Mr. Cook: I would say that we would be prepared to submit data compara-
ble to that of other firms in the pharmaceutical industry. -

Mr. BRAND: Do you have the material from the other firms?

Mr. Cook: No, but if the Committee could—I would be prepared—

Mr. BRAND: You would be prepared if other firms did it, that is all?

Mr. Cook: Yes, we would be prepared to go on the same basis that other
firms would be prepared to submit that information.

Mr. BranD: I think this is most important because constant reference has
been made to the high profit margins of the other firms. I think we must have
comparisons here, as Mrs. Rideout pointed out. I take it since you have begun
manufacturing triflurin tablets that you have not changed you method of manu-
facture at all. You did not improve it after the initial surveys came out done, for
example by SKF which you are taking great exception to? You did not improve
the quality to bring it up to—

Mr. Cook: We are not getting any different results. I do not know what
technical changes could have been made, but we have to make our products
stand up to certain specifications and we have.

Mr. BRAND: With regard to the selling price per kilogram of active ingredi-
ent of triflurin, for example, do you think around $10,000 would be accurate?

Mr. Cook: Depending on the product mix, yes.
Mr. BRAND: What do you mean?

Mr. Cook: They make more money, if you talk in terms of the active
ingredient, on a 1 milligram tablet, than on a 10 milligram tablet.

Mr. BranD: Let us say, that is a valid figure for one of the methods of
manufacture. Do you have any breakdown figures with you now as to the
manufacturing costs of raw materials and others, what you use in the way of
medical information, promotion and such?

~ Mr. Cook: On our organization as a whole?

Mr. BRAND: No. For example, on triflurin.

Mr. Cook: It is very difficult to break this down on one product. I think the
large companies have the same difficulty.

Mr. BRAND: I will give you a breakdown of the SKF. Do you think you can
match it up with that?

Mr. Cook: All right.

Mr. BrAND: Let us say the selling price per kilogram is $13,565 for SKF for
stelazine and yours would be $10,852. Would that be accurate, comparatively
speaking?

Mr. Cook: What was the first figure of SKF?
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Mr. BranDp: Thirteen thousand five hundred and sixty-five dollars, which is
about 20 per cent higher than your figures.

Mr. Cook: It might not be.

Mr. BranD: You were saying a while ago that your selling cost of these
tablets was between 20 and 30 per cent lower?

Mr. Cook: Yes, but we also have an example in this brief that shows that in
one case of a large sale we were 50 per cent less or better. It is very difficult to
strike an average on a product that you are just beginning to market.

Mr. Branp: I would like to go on, since I do not want to put you on the spot
in that regard. You have made a statement here. I believe, about 12 per cent in
research and development. What research are you working on now? I did not see

in your brief any comment on research so I was a little surprised to hear this
very high figure.

Mr. Cook: We classify research and development in two major phases
because there is no Canadian-owned basic manufacturing company engaged in
research and development. This is a fact, but you have to start some place. It is
quite obvious that outside of the large corporations you are going to have to start
at the bottom. The bottom in our opinion is technical development and technical
techniques.

Mr. BranD: Yes; you went through that before, but what about pure
research? Are you doing any?

Mr. Cook: Yes, we are doing some investigation work on one or two
products.

Mr. Branp: You mean clinical investigation or molecular manipulation or
what?

Mr. Cook: Yes; we have one under primary evaluation and we have one that
is now under a new drug application with the Food and Drug Directorate.

Mr. Branp: It is a brand new product?

Mr. Cook: In terms of products, yes.

Mr. BRAND: A result of molecular manipulations?

Mr. Cook: In one case it would be: in the other case it would not be.

Mr. BranDp: You cannot give us the per cent for doing the pure research
then? The average of the industry is around 6 per cent I believe and Ayerst,

McKenna and Harrison were running about 9 per cent. Have you any idea what
yours would be? '

Mr. Cook: No, I have not.
Mr. BranD: If one has difficulty with any of your drugs, and this is a hypo-

thetical question, to whom may the doctor turn? Where may he turn to find out

information about your drug? Do you have a medical information branch which
supplies this? Do you have doctors on staff?

Mr. Cook: We have a consulting physician.
Mr. BranD: A physician? What are his qualifications?
Mr. Cooxk: He is a doctor, a qualified general practitioner.
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Mr. BRAND: A general practitioner. He is not a pharmacologist, or a doctor of
internal medicine?

Mr. Cook: He is doing a lot of pharmacology work.

Mr. BranDp: Do you know where he is doing this? I am interested in his
qualifications, naturally. .

Mr. Cook: No, I do not.

Mr. BrRAND: Is he a shareholder in the company?

Mr. Cook: No.

Mr. BranD: I was wondering. We have piano players who are manufactur-
ers, in it. What medical information do you supply with your products to the
medical profession?

Mr. Cook: We supply brochures and index cards with our products.

Mr. BRAND: Yes. Is there any reason for the small amount of information

available in the Vademecum by your company. I will take triflurin as an
example, as compared to SKF.

Mr. Cook: No. The Vademecum is a commercial publication.

Mr. Branp: To which you subscribe.

Mr. Cook: That is right. That information has been approved by the Food
and Drug Directorate.

Mr. BRaND: Do you think it is adequate?

Mr. Cook: Yes, we do.

Mr. BRaND: Do you think that the amount that SKF puts in on the triflurin
and stelazine drugs is just excessive and not necessary?

Mr. Cook: I have no opinion on that.
Mr. BRAND: Is there anybody in your firm who has an opinion on it?

Mr. Cook: I do not think it is of concern to us how much money they spend
or what they put into a publication such as the Vademecum.

Mr. ORrLIKOw: May I just interject a question? Are you saying that the
company which puts it in pays according to the amount that they put in?

Mr. Cook: Oh, yes.

Mr. OrRLIKOW: This is very interesting. I had the impression throughout all
the weeks and months of inquiries that this was an independent objective
report. I did not realize that this is really paid advertising. You could put in 15
pages or 20 pages or 50 pages about each drug provided you wanted to pay for it
and then you could say, “we put in ten times as much as the other company,
therefore, our product must be ten times as good”. I did not realize that until
now.

Mr. BrAND: I think that is an unfair comparison. That is not what I am
referring to. I am referring to some specific matters in the toxicology and the
dangerous use of a drug as potent as triflurin. I have here the 1967 Vademecum,
that is the new one. You say it is a commercial publication. Are you intimating
that it is really of no value?
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Mr. Cook: I think all literature is of value.

Mr. BranDp: I am in favour of motherhood, too, but do you think this is used
much by the medical profession? This point has been brought up before, as you
know in this Committee, and I am interested in hearing—

Mr. Cook: I probably think it is used a great deal by more doctors than say
a firm like Hoffmann-LaRoche who decided not to put anything in it at all.

Mr. BRAND: I am afraid I do not get the meaning of that.

Mr. Cook: As I say, this to me is a commercial publication in which you
decide whether or not you are going to put anything in, and how much you are
going to put in, but if you do not put anything in I do not think it should be held
against you.

Mr. Branp: I am not holding it against anybody for not putting it in or
otherwise. I am wondering if it is not misleading to a certain degree to leave

certain things out, contraindications, and side effects, and such. That is the point
I am getting at.

Mr. Cook: I would have to say no because we have had this literature

reviewed by the Food and Drug Directorate under the terms of the Hilliard
committee.

Mr. BRAND: One thing that I think is of great importance, since the thalido-
mide tragedy, is the question of whether or not these drugs are safe to be used at
the time of pregnancy. I notice nothing in your little short half column brochure
on triflurin here to indicate whether or not it is safe for use in pregnancy so I
took the trouble to look up the Smith Kline & French one here and it is certainly
mentioned in the six columns which are devoted to discussing stelazine, their
brand name. It is certainly mentioned in here. May I read it to you:

While it is now recognized that caution should always be observed
when prescribing for the pregnant patient, if the physician considers that
the mental disorder or emisis must be controlled, then ‘Stelazine’ is
indicated.

Certainly it alerts the physician who use the Vademecum and I can assure
you as a physician that a lot of them do. Practically the great majority of them
do. It alerts them to some of the dangers in the use of the drug, but I see no
mention in yours about this and I am certainly not going to go into it to show
you all the different things that you do not have that they do have.

Mr. Cook: But this is coming down to a matter of opinion.

Mr. Branp: Coming down to a matter of cost as Mr. Orlikow pointed out,
is it not? If it costs you less to put in half a column, then your costs are going
to be lower than that of Smith Kline & French who have put in six columns, or
seven columns.

Mr. Cooxk: In that particular book, yes.

Mr. BRAND: Yes, this is one only.

Mr. Cook: Well then, I would say that Hoffmann-La Roche has made a
handsome profit on that book to date.

Mr, Branp: I am not talking about Hoffmann-La Roche. I am talking about
your product and Smith Kline & French’s stelazine.
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Mr. Cook: But the reasoning is essentially the same, Dr. Brand.

Mr. BRAND: I am asking about a specific drug which we have been talking
about. Let us not get off on any side issues. I shall go into Hoffmann-La Roche
later, if you like. At the moment I would appreciate it if you could confine
yourself to what we are talking about. You say you produce triflurin tablets for
20 per cent less than Smith Kline & French and you say they are of equal value,
and so on—perhaps they are. However, my point is, why do the others sell at a
higher cost? This is what I am trying to get at. I think this is a valid question and
I think the Chairman will bear me out when I point out that there are methods
used and things done by the other firm which your firm does not do, and this
may account for some of the increased costs of the other firm. If these are useful
and valuable adjuncts to the physician in his treatment of the patient, then I
think it is a valid increase in cost. This is the only point I am trying to make.
Would you agree with this? That is what I want to know.

Mr. Cook: At this point I do not know what I am to agree with.

Mr. BranDp: Well, I think everyone else gets the point. We will go on the
another question. You have mentioned you have a physician, and it is in your
brief of course, who is available for consultation on certain things with your
firm. A great deal has been said by some of the larger manufacturers, including
Smith Kline & French and, incidentally, including Hoffmann-La Roche, about
the medical and pharmacological teams which are used in the firms to provide
information for physicians and so, and in the use of the drugs. Now, if you have
difficulty with any of your drugs, and let us say you have had in the past, what
would you do then if you have only one consulting general practitioner to turn
to. Let us say a firm writes to you—one of these large mental hospitals that you
are talking about—and says they have had a little difficulty with the drug. What
would you do to provide them with some help as to side effects and such of the
drug?

Mr. Cook: First of all, we would investigate the cause of the trouble and
then we would have to take appropriate action. This action might be the use of a
medical man; it might entail the Food and Drug Directorate; it might entail
many things.

Mr. Branp: Would you ever go to the people from whom you have the
compulsory licence to obtain this information?

Mr. Cook: I think if the case warranted it we would.

Mr. BranD: In other words, you would take advantage of the money they
are spending in their firm producing the same drug as you are producing under
compulsory licence? They are spending a lot more money to keep these people on
hand to provide this information and you would go to them for it? Is this right?
In other words, you are selling cheaper to a certain degree because you do not
have these people on staff. It is certainly part of the cost,—I am not saying how
much—is it not?

Mr. Cook: You could say it is part of the cost.

Mr. Branp: Yes, that is exactly what I am saying. For example, you
evidently supplied chlorpromazine—and I have forgotten your trade name for
chlorpromazine—to the Essendale Mental Hospital in British Columbia and a
problem of pigmentation arose in the patients who were using the drug.
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Mr. Cook: Yes.
Mr. Branp: Where did you get help on this problem?

Mr. Cook: There was already clinical data available publicly on this prob-
lem prior to this.

Mr. Branp: Did you not go to the general manager of Poulenc who held the
original patented drug to obtain help from them?

Mr. Cook: No.

- - Mr. Branp: I have your sworn statement before Mr. Jacques Foussard of the
town of Mount Royal in the province of Quebec, which I am quite willing to put
on the record if the members would like to have it. The intimation here is that he
was used for the purpose of helping to investigate the problems that went on.

Mr. Cook: Directly by us?

Mr. BrRanND: No; they could not get any help from you, according to this,
because you did not have any full time medical advisers and therefore the people

at the Essendale Mental Hospital went directly to Smith Kline & French, This is
correct, is it not?

Mr. MACKASEY: May I have the date of that, Mr. Brand?

Mr. BranD: Yes, 1965, I believe.

Mr. MACKASEY: Would you permit me one supplementary question?
Mr. BRAND: Yes.

Mr. Macgasey: Is this particular mental hospital still numbered amongst
your customers or clients?

Mr. Cook: We have been selling this hospital for approximately six years.
Mr. MACKASEY: But have you sold them since this date?
Mr. Cook: Yes, since that date we have been selling to them.

Mr. MACKASEY: In other words, it has not materially affected your relation-
ship with the hospital.

Mr. Cook: It did at the time.

Mr. MACKASEY: But it has been restored? You have regained their confi-
dence?

Mr. Cook: We did after this. We sent—

Mr. MACKASEY: At the present moment you are a legitimate source of
supply? Today you are a legitimate or potential source of supply for that

hospital? I think the judge gets my point. Are your relationships with this
particular hospital now on good terms?

Mr. Cook: No, they are not.
Mr. MACkASEY: You are not selling them yet, even today?

Mr. Cook: We are selling them other products but we are not selling them
chlorpromazine.

Mr. MACKASEY: But you are selling other products?
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Mr. Cook: Yes.

Mr. OrLIKOW: Mr. Chairman, I wonder if Dr. Brand could very briefly tell
us what this pigmentation problem was.

Mr. BrRanp: Well, this they do not know and I do not think they have solved
it as yet.

Mr. OrLikKOW: Well, what was the problem?

Mr. BRAND: The problem was pigmentation of the patients—a pigmentation
in the skin which resulted from the use of chlorpromazine from various sources,
one of which was Micro Chemicals and Paul Maney Laboratories. I do not think
it has been solved as yet. They are still working on it—I know Smith Kline &
French are still working on this problem. The point I was trying to make—

The CHAIRMAN: Yes, I was going to say that I think I missed the point of
view indroducing this evidence.

Mr. BrRanD: The point T am trying to make should, I think, be obvious. It is
this. There has obvisouly been presented before this Committee a discrepancy in
prices between the two firms. The Paul Maney Laboratories sell a particular
drug, say, from 20 up to 50 per cent lower than the other company. There must
be reasons for this and I am wondering if some of these matters like the
provision for full time advisory help do not add to the cost of drugs with the
other firms. This is the point I am trying to make, Mr Chairman. If you do not
have any advisers or too many detailmen, on your staff and I know you have
some on yours, and you do not have the medical information available, or the
provision of medical information through papers which may be published in the
various journals, your costs are going to be a lot less than those of the other firm
which does provide this service. This is the only point I am trying to make.

Mr. Cook: No, not necessarily, because we do know there are fixed costs, and
there are variable costs, and a large corporation which would have the benefit of
the initial marketing of a product can absorb this type of charge and still not
charge the prices they are charging.

Mr. BranD: So you do not think it is valid to say that if they hold the patent
for this drug, which Smith Kline & French does hold, and it is an original drug
brought out by Smith Kline & French, I believe,—

Mr. OrLIKOW: No, that is not true. Did they not get the licence from the
European manufacturer?

Mr. Branp: Well, I was going on the basis of what you presented as
evidence a few minutes ago, Mr. Orlikow, from the New York Times, which
made that statement.

Mr. OrLIKOW: Well, they are the American patent holders as they are the
Canadian patent holders. I think it is pretty—

Mr. Cook: No, Mr. Orlikow. I think you will find that Smith Kline & French
are the licence holders of chlorpromazine in the United States, but it is an
original patent, but for trifluoperazine this is a Smith Kline & French patent, an
original patent. &

Mr. BranD: But not for chlorpromazine?

Mr. Cook: Not for chlorpromazine.
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Mr. BranD: No, do not mix us up. You made the statement, of course, that
you have not had any difficulties with any of your drugs and I accept this, of
course. Has there not been some question raised quite recently about the thera-

peutic behaviour of some of your products from some of the British Columbia
mental hospitals?

Mr. Cook: Yes, there has.
Mr. BrRanD: Could you tell us what they have been?

Mr. Cook: We were notified that there was indication there was not the
therapeutic effectiveness desirable from our chlorpromazine which they have
been using for over six years, and as a result of this they would not place our
name on the tender list until this had been thoroughly investigated. However,
when we were sent to investigate we were asked by one of the key doctors not to
be unduly alarmed, to take our time in our investigation and would we please
not make a large amount of noise about this. I have had information subsequent
to this. The Food and Drug Directorate have sent one of their special representa-
tives there and it would be interesting to find his evaluation.

Mr. Branp: Is this not also true for the Manitoba mental hospitals, par-
ticularly in Selkirk or Brandon, about trifiluoperazine?

Mr. Cook: The hospital at Brandon has not lodged an official complaint with
us.

Mr. BranD: You do not know anything about the Food and Drug taking
some of your products, trifluoperazine for example, for assay at the moment?

Mr. Cook: We have heard.
Mr. BranDp: There are some problems in dissolution time, I believe.

Mr. Cook: We have not heard about problems; we have heard about their
taking the drug.

Mr. Branp: Why do you think they would take the drug if they were not
worried about it?

Mr. Cook: That is a very interesting question. I am starting to wonder why
they took the drug away, too.

Mr. Branp: Certainly. While we are on that subject, do you think the Food
and Drug regulations are adequate and that their staff is adequate to look after
the pharmaceutical industry and the safety of drugs?

Mr. Cook: I have no knowledge of the adequacy of the Food and Drug

Directorate, but I do know that they are a very conscientious and hard-working
group of people.

Mr. BranD: Yes, and I do not doubt this at all, but do you think they have
sufficient staff?

Mr. Cook: I think that under the circumstances they have, yes.

Mr. BrRaND: You make quite a point about qualifying under 74GP1B, the
more recent and very restrictive legislation, for which I congratulate your firm.
Do you agree with the officials who administer this, that drugs should be brought
into this country encapsulated, let us say, or in tablet form and that the firms

who produced them should not be subject to any of the conditions under
25514—3
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74-GP-1B, and yet they obtain this rating and sell these drugs directly to
hospitals through purchase by the Department of Defence Production. Do you
think that is the way it should be? Do you think that Canadian firms, or
subsidiaries of other firms that are in Canada, should be subject to these very
stringent rules and others which bring in already compounded drugs are not,
apparently, subject to the stringent rules of 74-GP-1B? Do you think this is
right? ’

Mr. Cook: I just want to clarify your question. What you are saying is that
it is possible to bring in a finished product?

Mr. BRAND: Yes, we have evidence before this Committee to the effect that
finished products have been brought in from overseas firms—they have been sold
through one who sells tractors and a few other things, like Colonial Agen-
cies—and sent directly to veterans’ hospitals, and such. And yet the methods of
manufacture of these firms and their quality control have not been looked into
by the officials of the Food and Drug Directorate or the Department of Defence
Production.

Mr. Cook: Well, I would have to agree with you that finished products
should be regulated on the same basis, regardless of their source.

Mr. BranD: Thank you. Now, one last question at this time. You have made
quite a point of saying you are not a generic firm. Do you have something against
generic firms?

Mr. Cook: No, we do not.

Mr. BRAND: What would be the difference between your firm which is not an
innovator—and yet it may be, according to your recent testimony owing to this
new drug application—and the generic firms?

Mr. Cook: I think everybody has a pretty difficult time in trying to pin down
what a generic firm is. I would say that a firm that largely sells by trade name is
not a type of firm that you are referring to as a generic firm. I just cannot
define it myself, but my impression of a generic firm is a firm that will sell
nearly all of its products by their chemical names.

Mr. BrRaND: Since you sell by trade name would you be in favour of doctors
prescribing everything by generic name? This has certainly been suggested to us
many times.

Mr. Cook: I have no opinion on that. I feel, though, that it goes against our
whole way of life. We keep putting special names on everything from cars to
Cheerios. I just can not imagine the implication. I could not visualize what
would change if this happened. To me it would be very drastic.

Mr. BRAND: That is fine for now.

Mr. LAmpLAw: Mr. Chairman, several questions come to mind. The first one
is directed to Mr. Cook. During the presentation of his evidence—and Mrs.
Rideout also is anxious to find out about this problem—MTr. Cook several times
used the expression “open competition”. You felt that open competition is the
answer in bringing down drug costs and prices. Take, for example, the larger
manufacturers. They are all in open competition, or do you mean competition of
a different kind? As I understand it, there is intense competition within the
industry itself at the moment. What do you mean by “open competition™?
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Mr. Cook: I mean competition on a monopolistic drug; on a drug per se; on
the individual items.

Mr. LAIDLAW: On the individual items. As long as a drug is _under patent
monopoly and if section 41(3) did not exist it would be impossible, then, to
introduce competition until after the term expired?

Mr. Cook: I would assume so, yes.

Mr. LaprLAw: My second question, Mr. Cook, is: As I understand it, your
compulsory licences cover only very important drugs, the so-called “winners”,
the patentable drugs, and it is easily understood, I think, that the use of section
41(3) will inevitably bring the price of those particular drugs down. How are
you going to bring down the prices of, say, patentable drugs down. How are
not have any interest, because the market was too small, for example?

Mr. Cook: I do not think the market is ever too small on any product. I
think the principle here is that if the price is already fair—and this is something
that is a very difficult thing to come by—there will be no interest in anyone
obtaining a licence through section 41(3) of the Patent Act. In my opinion it
applies to any drug that gets into a position where it is priced too high.

Mr. LAmLAW: The fact, then, is that there have been very few compulsory
licences issued. I take your answer to mean that, in effect, for most drugs the
prices are fair and reasonable. In other words, apparently nobody is interested in
literally hundreds of patented drugs because even if they were able to obtain
compulsory licences for each of them they would not be able to reduce the price?

Mr. Cook: I would say this is a hypothetical question, but I would have to

agree, yes; it is a normal business reaction to attack something that has a large
margin of profit in it.

Mr. Lamraw: I think this is an interesting observation. I would just like to
add another question in attempting to determine your attitude about reducing
profits, generally speaking. Would you be satisfied if section 41(3) could be
expanded to include the licensing of imports provided, of course, that those
imports were cleared through the Food and Drug Directorate?

Mr. Cook: I would have to say that our position is that we cannot go against
competitive principles and that we would have to agree with this, except our
own opinion is that this would not be a controllable situation, that the safety
factor and the policing of imports coming into this country, which is already a
difficult matter, would make it a very hazardous move. This is just my opinion.

Mr. LamLaw: That may be, but assuming that that safety factor could be

introduced, though, would it not only introduce more of this so-called open
competition we are talking about?

Mr. Cook: It certainly would introduce open competition.

Mr. LALAW: And increase efficiency in drug firms, generally speaking,
including your own?

Mr. Cook: Possibly, yes.

Mr. Lamraw: My final question I would like to direct to Mr. Thorson.
This relates, Mr. Thorson, to some evidence given earlier before the Committee

dealing with section 41(3), and two suggestions were made. One of the large
25514—3}



1794 DRUG COSTS AND PRICES January 12, 1967

drug manufacturers complained, perhaps properly, that compulsory licences were
applied for almost a day after the patent was issued. If the Commissioner of
Patents grants a compulsory licence immediately, then it would seem to indicate
that the patentee was unable to recoup his research costs. Do you think that it
would be effective in any way if section 41(3) were amended so that a compul-
sory licence, for example, could not be obtained for, say, a period of three
years after the patent issue? In other words, to give some relief to the addi-
tional expense incurred by the patentee.

Mr. THORSON: I do not think there could be any objection to such a
requirement. I look at it in this way, that if the owner of the Canadian patent
had three years in which he was completely free from an application for a
licence under section 41(3) of the Patent Act he would have three years in
which to keep up his prices, including research charges made against him by his
parent for research that he has not done. But it might be a desirable amendment
to provide that no licence should be issued until after three years from the
date of the issue of the Canadian patent. I cannot see any objection to that.

Mr. LamLaw: It was thought at the time that there would be a better
balance between the patentee who becomes the licenser and the compulsory
licencee. My last question, Mr. Thorson, is this: Do you believe it advisable to
amend section 41(3) to make it mandatory that the Commissioner of Patents
receive the approval of the Food and Drug Directorate prior to the issuing of a
compulsory licence? At the moment the present commissioner is following the
recommendations of the Haley report and no compulsory licences are issued, as
you know, unless the Food and Drug Directorate approves. This, however, is not
in the statute. Commissioners come and go. A commissioner might, because he
has wide authority, decide not to consult the Food and Drug Directorate. What
are your views with respect to that?

Mr. THORSON: I think that an amendment of that sort would be quite
desirable, and I think that some credit should go to Mrs. Jones for the represen-
tation that she made to parliament, because as a result of her representations the
Minister of National Health and Welfare appointed a special committee under
Dr. Hilliard. Dr. Hilliard made a report, and one of his recommendations was the
one that you referred to. I think it would be highly desirable that that should be
put into statutory form. The result has been that there has been the closest
cooperation between the commissioner and the Food and Drug Directorate, and I
think it would be desirable that that should be put into statutory form. If that
were to happen I think some of the credit for the move would be coming to Mrs.
Jones for raising the question when she did.

Mr. LAIDLAW: Thank you, Mr. Thorson. Those are all my questions.

Mr. Howe (Wellington-Huron): In the reference to page 24, it is rather
disturbing the number of times it is mentioned that the big drug companies are
getting excessive prices. Are you intimating that the big drug companies are
ruthless, are pirates, rooking the public by charging excessive prices for drugs?

Mr. Cook: I would not like to use-such terms as those.

Mr. Howe (Wellington-Huron): But you keep saying “excessive”. This word
“excessive” is a pretty strong word.
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Mr. Cook: The problem is that they have a monopoly and that tpey are
entitled under this monopoly to do what they feel they want.to do. It is up to
people to take advantage of section 41 (3) to put them back in line.

Mr. HowEe (Wellington-Huron): What people?

Mr. Cooxk: People such as ourselves—and we are not the only ones who are
paying compulsory licences. But as long as section 41 (3) is there, there will be
at least the wherewithal to control the price of drugs if they get out of line, and
the only way that we know they get out of line is because someone attacks them.

Mr. Howe (Wellington-Huron): You stated that a certain product that you
were producing was selling in the marketplace at 20 per cent less than some of
these others. Are you intimating that the purchasing agencies for these hospitals
just do not know what they are doing; that they are not using public funds
fairly, and that they are paying more than they should for these drugs. You
mentioned quite a few institutions that are buying drugs from both of your
firms. Why did they buy the other firms’ drugs? Are they better salesmen, or do
they give more services than you do? There must be some reason. I do not think
that the people who are buying for these big hospitals are stupid.

Mr. Cook: No, but there is a certain amount of psychological power in
promotion and advertising.

Mr. Howe (Wellington-Huron): And service.
Mr. Cook: And service as well.

Mr. Howe (Wellington-Huron): Therefore, these prices are not as excessive

as you might make out in some cases because special services are being provided
by the other company.

Mr. Cook: We are not attacking the prices per se; we are attacking the

result and we claim that the result of the operations of these firms are producing
profits that are excessive.

Mr. Howe (Welling-Huron): Well how do they sell their products? If
someone else has as good a product at a much less price, is the general public

stupid for buying these products and continuing to pay excessive prices for
them?

Mr. Cook: I think that people pay more for things in any line and this is
just human nature. No one gets 100 per cent of a market when there is an open
competition. I have not the answer for you on that—I have not the answer on any
product—because someone can always sell a certain percentage of the market for
the simple reason that the people that he deals with think differently.

The CHAIRMAN: Perhaps I should point out that in this case the public do not
buy the drugs that we are talking about; they are either purchased through a
hospital or they are written up as a prescription by the doctor. The public does
not actually buy the drug.

Mr. Howe (Wellington-Huron): I am not Dr. Howe; I am just an ordinary
layman.

Mr. Cook: I am sorry.

Mr. Howe (Wellington-Huron): But as I say, whether the public buys it or
whether the hospitals buy it, surely they are businessmen enough to
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know that if there is another product on the market for less money they would
not buy this expensive one. It is disturbing to me that there are people acting as
purchasing agents for these institutions who are being bamboozled, so to speak.
The term “excessive” is used many times here. And “excessive’” means unjust
or unfair, but this other firm is still selling their product.

Mr. Cook: Unfortunately this is our opinion and, as I'say, every person you
deal with has a different opinion. It is a question that I just cannot answer.

Mr. MAcLEAN (Queens): On page 22 you make the statement:
In this part of the submission to the Committee the associated compa-
nies show:
1. That the costs of patented drugs are too high and that the prices
charged by the patentees for them are, in many cases, excessive.

Now you have not said anything about the products of copiers or products sold
under licence. Does this mean to imply that the prices for licensed drugs are
never excessive, that they are just right?

Mr. Cook: They are as right as competition can make them.

Mr. MAcLEAN (Queens): This leads me to the conclusion then that there is
no point in having one licensee in the case of a patented drug. You are trying
to make the point, in the case of a patented drug that where a patentee has a
patented drug he has a monopoly and he can charge whatever the market will
bear or whatever his conscience permits him to charge. But in the case where
there is only one licensee, what is to prevent him from charging prices that are
just a bit less excessive than the prices of the patentee?

Mr. Cook: This is happening in some cases. It could be that we have not had
enough time for any retaliatory moves of the opposition. This is a very good
point, because if we have a case such as this and time lapses and both these
people seem to be still on the high side, a third man might come in and obtain a
licence, or try to force a licence, to bring the other two down even further. I
think this works on an gutomatic basis. It is a common-sense sort of thing that
they will not stay there very long. Actually, I think the situation at present is
very real. We have chlordiazepoxide, which has a compulsory licence against
it. There is very little difference between a licensee and a licensor. At present we
have before the commissioner an application for a compulsory licence for chlor-
diazepoxide and although w know very well that there are two people already
on the market with it, we feel that there is still room for us to come into the
market.

Mr. MacLeEAN (Queens): Well, your statement leaves the implication that it
may not be justified. You say that the cost of patented drugs are too high and
that prices charged by the patentees in many cases are excessive. You imply that
it is not necessarily so that the price of manufactures under licence is not
excessive.

Mr. Cook: No, but what we have done is put into motion a mechanism of
human instinct. Prices might not come down earth-shatteringly overnight, but in
the long run competition will prevail. -

Mr. MACLEAN (Queens): There may be a period though—

Mr. Cook: Oh, there may be a period yes.
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Mr. MacLEAN (Queens): —when this licensee is also making an excessive
profit.

Mr. Cook: I would not say that. You have to also realize that a man who
obtains a compulsory licence has certain things that he must recoup: his develop-
ment, his initial marketing, his plant and so on. Therefore he is in a position
where he must charge prices to recoup initial expenses that might not be
recurring on that particular item. At the same time I think our chlorpromazine
situation has shown that there is a general downward trend, that the prices we
started out with in our application to the Commissioner are not the prices that
we are using today. In other words, we did not go and say to the Commissioner:
“Mr. Commissioner, we can make this for X price less for the Canadian public”,
and then just sit there and charge those prices forever and a day., Our prices are
much lower than that now. We have had to balance; when we make a price
adjustment downward, we have to consider very seriously a lot of the same
fundamental problems that the originator had: How are we getting our money
back on this product? How are we making a profit? And so on.

Mr. MAcCLEAN (Queens): I agree with that, but these same factors would
also apply in the case of the patentee in the manufacturing and marketing of a
product and they have to charge a higher price to begin with to liquidate special

costs in connection with the production of the drug. Are you saying that holders
of patents of drugs never lower their prices?

Mr. Cook: Yes, I think essentially experience has shown that they just do
not bring their price down over a period of years. This is a relative thing; I mean
it is your opinion on how long you are going to have to wait for this to happen,
especially when you see the usage of the product increasing at an astounding
rate.

Mr. MacLEAN (Queens): I believe this is a matter of opinion with regard to
the ethical conduct of one group as opposed to another and their opinion of their

own standard of ethics, rather than anything you can substantiate very accurate-
ly statistically.

Mr. Cook: No, I think that this puts it in a light where the competitive urge
will take over. I like to equate this thing in terms of what a person would
logically do. All you have to do is confront him with a problem and he will do
something. Up until now, if there is no voluntary licence, the man has no
problems and he has no motivation. Now the motivations may not be the best,

but I think the motivations in this case are at least more acceptable than the
entire monopoly as a system.

Mr. MAcCLEAN (Queens): I want to refer to a specific thing in the evidence
which was given before the Committee by the representatives of Hoffman-La
Roche on October 20. On page 774 of the transcript of evidence they make this
statement:

(68) In order to stress the contradictions, Roche pointed out, in a
further submission to the Commissioner, that

(a) Micro was apparently admitting that its manufacturing costs would
be around $460 per kilo

(b) Micro was now proposing compensation to Roche of $69 per kilo
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(c) Micro was claiming that its profits would be about 17.08 per cent of
its average selling price of $3,400 or $578 per kilo.

Then they point out that the sum of a, b and ¢, the cost to manufacture, the
royalty on the drug and the profit, amounted to $1,107 per kilo, and they leave
the question as follows:

(e) there was thus a completely unexplained gap of no less than $2,293 in
its selling price, though it must cover distribution among other costs.

If you accept these figures would you enlighten the Committee on to what
these costs totalling $2,293 per kilo would be applied?

Mr. Cook: I do not have the figures before me, but I think the figures
probably are not an important factor. You want to know what happened to the
money in between. I think this is your point.

We do have distribution costs and we do have administration just like any
other company. By and large, this would take up a portion of this amount. Now,
I am not saying that it is this amount, but ultimately you can take the cost of
your bare material and your selling price and break out as a percentage exactly
what every segment is. Every drug is a little different. Some drugs have higher
selling costs than others; some have higher manufacturing and packaging costs
than others. It is a pretty complicated thing.

Mr. MAcLEAN (Queens): Yes, I realize that; but I would think that someone
who, by implication, seems to imply that they are in a segment of the business
which is more virtuous than the patented drug manufacturers, would be pre-
pared to substantiate their cost and demonstrate to the Committee that the cost
of the drugs which they are manufacturing is as low as is reasonable to expect.

In connection with this—and I do not mean to imply any reflection on your
company—we have repeatedly been given profits on various drugs in the form of
mark-up on the drug itself; in this case, 17.08 per cent.

Is it not possible that under certain circumstances figures of this type are
really pretty meaningless? Surely the profit that a company makes should not be
judged simply by the mark-up of profit—in that sense, on the product—but
rather on the return on the capital investment.

Mr. Cook: This is reasonable, but it also stands to reason that you have to
start from some place. Those figures are all predicated on the future. We do not
know what the product mix will be at the various levels. You can estimate. You
can only shoot for a certain area, and this is what we have to do; because
through experience with other drugs that we have handled, through experience
with other licences that we have obtained, it is a matter of our judgment.

Mr. MAcLEAN (Queens): Based on past experience would you agree that a
more valid assessment of profit would be related to capital investment rather
than to mark-up on the product.

Mr. Cook: I think this is something which you should consider, but I do not
know how valid it is under any given circumstances.

Mr. MACKASEY: Mr. Cook, I have only one or two short questions. On page
33 you start a series of tables, and you have comparative figures showing
the reduction in prices of a particular product put out by Poulenc and also now




January 12, 1967 DRUG COSTS AND PRICES 1799

marketed by Micro. One premise that I would like to challenge—and not
because I know the answer—is that the price of Poulenc drugs—we will take as
an example, the 25 milligrams for $10.50—was brought down to $8.90 strictly as
a result of Micro Chemicals’ entrance into the market between 1960 to 1965.
Are we right in presuming this? Is there not the possibility that competitive
products from other big companies have caused this?

Mr. Cook: No; I would not say that we have competitive products. We do
not believe that other drugs are competitive products to particular—

Mr. MACKASEY: But your whole statement on page 33 and 34 is based on the
presumption that the only factor that caused the drop of the Poulenc price from
$10.50 to $8.90 over a period of five years was the existence of Micro Chemicals’
product. What is this product? Is it a tranquillizer?

Mr. Cooxk: Yes, it is a tranquillizer.

Mr. MACKASEY: Have there been many tranquillizers come on to the market
during this period? Did Librium come on to the market around this time?

Mr. Cook: Yes.
Mr. MAckASEY: Would this not have had an effect on Poulenc’s prices?

Mr. Cook: Noj; because if you look at who uses the products and where they
are used, their use is generally very specific. We have gone to mental hospitals
where very little Librium is used.

Mr. MACKASEY: Yes.

Mr. Cook: But chlorpromazine has been used, and there has been an

increase in its use. In other words, someone has not come in and taken a slice out
of it.

Mr. Mackasey: I understand this phenomenon takes place even between

countries; that you can have one country where something does not sell, but in
Germany, for example, it will sell. :

I am a little surprised at the conception that only the existence of a copier
can control the innovator, because, by your own figures, I think, you point out
that at least 60 per cent of your sales are to hospitals. Are not these the
prices over a drug counter in individual prescription?

Mr. Cook: It has been our assessment that this drug is used more in hospital
cases than over the counter. Although the over-the-counter business is substan-
tial it might be a smaller percentage.

Mr. MAckASEY: But these are the prices of the drug store, are they not.
These are the prices which, according to your declaration on pages 33 and 34,
have been reduced. In other words, you are building up your case for the
application of 41(3), and, this is supposed to be a tangible example for examina-
tion?

Mr. Cooxk: Yes.

Mr. MakaAsey: I have an open mind on this, but I have the thought that
possibly there are other factors which have reduced this price.

Mr. Cook: There might be; but it is our contention that this is the main
factor.
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Mr, MACKASEY: What reduced your price?
Mr. Cook: Rhone Poulenc reduced our price.

Mr. Mackasey: If it could be reduced from $6.00 to $4.20 why was it not
$4.20 in the beginning?

Mr. Cook: Because we were recouping initial expenses.

Mr. MAckasey: Were not Poulenc recouping certain expenses when they
were selling it—

Mr. Cook: It was quite a number of years before 1960.
Mr. MACKASEY: How many years before?
Mr. Cook: Probably about eight years before that.

Mr. MACKASEY: To me, theoretically at least, Poulenc’s reduction from
$10.50 to $8.90 is not really a big one. Could not this have been done because at
some stage they decided that they had recouped certain basic expenses?

Mr. Cook: It could, but it is highly improbable, if they go along for from 8
to 10 years without this ever occurring to them, and when their largest increase
in usage was in that period.

Mr. MackAsEY: You chose a particular product here. I think Mr. MacLean
made the point—and I would do the same I am sure—that it is on what we might
call the “best seller” list—it is a very desirable product. These firms like Poulenc
have to recoup research, although it is debatable where they should do it. I think
Mr. Justice Abbott suggested the parent company, but not necessarily the
subsidiaries; but are there not other factors? How would a demand for this
particular drug develop once it was put on the market by Poulenc?

Mr. Cook: You are asking me, and I am going to give you my opinion on th?s
thing. It is basically because the drug is a good drug. If you get something that is
good and it works, this is the best selling agent you can have.

Mr, MACKASEY: Could we stop there for just a moment. Obviously, one of
the charges that keep coming up—and, I think, with justification—is that there
are thousands of drugs and that probably we could cure all present illnesses wgth
500 of them. Despite the quality of the discovery—it is not unlike somebody with
oil in his back yard, if he does not know it is there—surely to goodness the mere
fact that it is a very desirable product is not sufficient to create the demand? 1\{0
doctor that I know of has so much time at his disposal that he can search day in
and day out for this elixir, if we may call it that?

Mr. Cook: No; but there again we are in the same situation as are the large
companies. You have to contact the doctor. In my opinion, doctors are pretty
aware of things that are new.

Mr. MACKASEY: How are they made aware?

Mr. Cook: I know a lot of doctors who do a lot of reading; you might call it a
busman’s holiday, or something like that.

Mr. MACKASEY: Reading what? -

Mr. Cook: Medical journals and scientific publications. Some of them are
very interested, especially if they are in a highly classified line of work.
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Mr. MACKASEY: You say “some.” Would you like to hazard a guess at what
percentage of doctors receive their information only through this very desirable
source?

Mr. Cook: It is not their only information; but I think it is part of their
natural tendency to investigate the area in which they are working.

Mr. MAcCKASEY: You have been very honest with us today, and I think you
will have to agree that not only must a company discover a desirable drug but
that it has to make it and its concentrated effeets known to the medical profes-
sion as fast as possible. Is this a fair assumption?

Mr. Cook: Yes.

Mr. MAckASEY: Therefore, do you not think that when compulsory licences
are granted the royalties are rather meagre? I think perhaps Mr. Justice
Thorson should answer that one.

Mr. THORSON: They are very small.
Mr. MACKASEY: Do you think they are realistic?

Mr. THORsON: The patentees have described them as pittances and that is
really what they are.

Mr. MACKASEY: You have so described them, too.

Mr. THORSON: The Supreme Court describes them that way.
Mr. MACKASEY: Yes; but that does not make it right, does it?
Mr. THORSON: That is the law, as found by the Supreme Courts.

Mr. MACKASEY: You are a very learned gentleman. Do you think they are
adequate?

Mr. THORsON: This is not for me to say.

Mr. Mackasgy: This is why you have earned your reputation for being
learned. You fielded the question.

Earlier in your testimony you mentioned that when Mr. Justice Abbott
brought down a ruling it created a bombshell. That is the phraseology you used.

Mr. THORSON: The decision threw a bombshell into the pharmaceutical camp.
Let us put it that way.

Mr. MACKASEY: Was this because it was an unexpected decision?
Mr. THORSON: Well, to some extent, yes.
Mr. MACKASEY; Why was it so unexpected?

Mr. THORSON: They had been building up a great plea that the royalty
should be consistent with the maintenance of research, the importance of subject

matter and so on. This was “shot” by the Supreme Court in the case to which I
refer, and the “shooting” surprised them.

Mr. MAckASEY: I imagine it did. By your own description the royalty is a
pittance.

Mr. THORSON: Oh, it is.

Mr. MAckAsey: My own personal observation, if it is permitted by the
chairman, is that it is rather unfair; that it is not a very realistic appraisal.
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Mr. THORSON: No, I do not think so. This appears in the brief. In most of
these cases the Canadian companies are subsidiaries of companies that are
owned outside of Canada, and they are really merely distributing bodies. They
do not contribute anything in the way of research. They are merely distributors,
and under the circumstances why should they get anything?

Mr. MAckASEY: Well, you are on to my favourite subject.
Mr. THORSON: They do not do any research.

Mr. MACKASEY: Are you of the opinion that no research is done in Canada
by the pharmaceutical industry?

Mr. THORsON: I think there is one company.
Mr. MACKASEY: Do you mean Ayerst McKenna?

Mr. THORSON: Yes. I believe that is about the only one.

There is some minimal research being done, but not research leading to the
discovery of these very, very valuable and wonderful drugs.

Mr. MAckasey: Would you agree with me that there should be more
research done in Canada?

Mr. THORSON: Oh, by all means.

Mr. MAckASEY: If more research were done in Canada do you feel that _thgt
would be time for the government or the courts to make a more realistic
appraisal of royalties?

Mr. THORsON: Well, I do not know. This is a matter of policy, I think, to be
considered by the government. But I think that Mr. Justice Abbot’s judgment in
the Supreme Court is really carrying out the legislative policy that lay at the
back of the enactment of section 41(3).

Mr. MACKASEY: You are the judge, and I agree with you; but do you npt
think that the Hilliard Report has, perhaps, underlined the fact that we tend, in
making these judgments, to be very narrow—as a judge should be——.-that we
are reading the Patent Act and nothing else, and that not enough consideration
has been given to the Food and Drug Directorate?

Mr. THORSON: No; I think that this judgment is in line with the policy. that
underlay the enactment of the section; and where people do not contribute
anything to research and are not the inventors why should they get any reward?

Mr. MACKASEY: You have just said “where people do not contribute any-
thing to research”. I think this is a very valid point and does strengthen sectio'n
41(3). Suppose that situation were to change tomorrow and that legitimate, basic
research were being done in Canada?

Mr. THORsON: I think that if you had a patentee who was in that situation
then I think his royalties would be substantially raised.

Mr. MACKASEY: In other words, if you ‘were the patentee, or were identified
with some of these firms, you would want to take a look in this direction and
start doing some research in Canada?-

Mr. THORSON: No; it might be an economic matter. It might be more
beneficial to have the research done in the big Swiss laboratories, or the French
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laboratories, or the English laboratories, or the American laboratories, and just
use the Canadian subsidiaries as distributors.

Mr. MACKASEY: Beneficial for the firm, but certainly not beneficial for
Canada and Canadians.

Mr. THORSON: No, no.

Mr. MACKASEY: Do you use detailmen, Mr. Cook?

Mr. Cook: Yes.

Mr. MACKASEY: What are their academic backgrounds, in general?

Mr. Cook: By and large, we do not employ pharmacists as detailmen, but we
do have pharmacists in charge of our sectional areas.

Mr. MACKASEY: What do you use if you do not use pharmacists?

Mr. Cook: We screen out applicants through advertising, or something of
this nature, and then they are given a program inside the plant; after that they

are put under the supervision of one of our capable men. In other words, you
train the men.

Mr. MAackAsSEY: How long does this period of training go on?

Mr. Cook: For him to become familiar with the entire procedure might take
from six months to a year, keeping him under supervision.

Mr. MACKASEY: But during that period of six months to a year is he actually
out in the field doing his job?

Mr. Cook: In conjunction with other detailmen.

Mr. MAckASEY: I have been for three years on this Committee and still
cannot pronounce the words. I am just wondering how they get by. I have got a
very poor opinion of detailmen in Canada, in general—not of the people but of
our standards. By skirting around the question you have left me with the
impression, rightly or wrongly—and perhaps you would like to elaborate—that
the qualifications of your detailmen are less than those, for instance, of the
PMAC firms who have been here.

Mr. Cook: No; I would say they are not.

Mr. Mackasey: Well, at least one firm mentioned specifically that they were

all university graduates, or that a percentage of them were. How many detail-
men do you have?

Mr. Cook: We have approximately 12.

Mr. MAckAsey: That is a small number. Probably you can recall from

memory their backgrounds, or academic qualifications. Could you describe them
generally?

Mr. Cook: Well, most of them we have are high school graduates.

Mr. MACKASEY: Are there some that are not?

Mr. Cooxk: Well, some of them are college graduates.

Mr. MACKASEY: Yes, of course; and they also went to high school. I am sorry.
Mr. Cook: As I say this is a minimal type of thing. You must remember,
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also, that from time to time you do employ detailmen who have come from other
pharmaceutical sources.

Mr. Mackasey: Which may not make them any better.
Mr. Cook: No. It is just that they are oriented to this type of work.

Mr. MAckKASEY: Do you feel that they are capable of going into a doctor’s
office and imparting information to a doctor?

Mr. Cook: The role of the detailman is only to make the information
available.

Mr. MACKASEY: How does he make it available in your case. Does he present
something?

Mr. Cook: He would present literature on what we call our detail card or
brochure. If the doctor, is interested in this type of medication, or is interested at
all, he might request samples. If he wanted other literature he would ask the
detailman who, in turn would write.

Mr. MackAseEY: Perhaps I should have helped you by saying that I am
interested now in the individual doctor rather than in hospital purchases. How
are your detailmen paid?

Mr. Cook: It depends; largely on a salary plus incentive basis; but we do
have situations where they are on commissions.

Mr. MACKASEY: Do you think that this is desirable?
Mr. Cook: I cannot see any better way.

Mr. MAckASEY: I did get, I think, from, I think, the president—or perhaps he
is the vice-president—of PMAC an assurance that henceforth, as a result of my
representations on this Committee, they would eliminate any situation within
their membership where detailmen were on commission.

I think the reason is obvious. A commission salesman can be very “sloppy”
in his presentation, because his prime objective is to reach his objective at the
end of a week or a month. He has, perhaps, to misrepresent, or force upon a
doctor an abnormal quantity of drugs, and so on. Do you not think that there
is a built in danger in the commission system?

Mr. Cook: There might be. As I say, there is only one instance that I can
think of where this happens in our experience.

Mr. MACKASEY: What do you mean? Is there only one man in this field?

Mr. Cook: That is on a commission arrangement.

Mr. MACKASEY: Is this of his choosing or of yours?

Mr. Cook: I would certainly seriously consider this.

Mr. MACKASEY: I am hoping to make it a recommendation of the Committee
that detailmen in Canada be taken off this basis. I understan'd that in Europe_the
detailman is treated much more seriously. In many countries I suppose he is a
medical man. Am I right? Do you know whether this is so?

Mr. Cook: I am not familiar with-this, no.

Mr. MACKASEY: I believe that there are countries where the detailman must
be an M.D.
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Mr. Cook: I think that you have a valid point.

Mr. MACKASEY: In other words, you would agree to putting your commission
man on a salary?

Mr. Cook: Yes.

Mr. MAckAsSeEY: Thank you, Mr. Chairman.
The CHAIRMAN: Dr. Brand?

Mr. BranD: On that point may I say that I have not been altogether of the

opinion, as a practising physician that they have a low calibre of detailmen. I
must take exception to that.

Mr. MAckAsEY: I assume you are speaking about my comments. I am
generalizing. I have to repeat my statement—and I think it is based on the
evidence here—that if a man is selling drugs on commission I do not regard him
as anything different from the Fuller Brush man, or the man selling the Ency-
clopaedia Britannica. He has to sell so much a month to live. This does not fit in
with the ethical appearance of an industry dealing with people’s health. I would

rather see the doctor visited by a man whose prime objective is to impart
information and not to sell drugs.

Mr. Branp: I think it should be made clear to the Committee, Mr. Chairman,
that in the majority of instances they are not there to sell drugs to the doctor.
This is the impression which has been left, and it is, of course, incorrect.

Perhaps you Mr. Cook, could substantiate, or deny that they have more to
do with sales to hospitals and to wholesale houses and things of this nature? Do
you deal through them?

Mr. Cook: Yes.

Mr. BrRanD: It seems to me to be this rather than sale directly to doctors. I
think this is quite wrong. I think, Mr. Cook, you stated that the idea of coming
to the doctor was to provide the information and to provide samples if he so
requested?

Mr. Cook: Exactly.

Mr. BRAND: It is that rather than the actual sale of drugs.

Is it not a fact that even if you do away with the commissions, which you
appear to have agreed to do, it would be quite easy for any company to insist, as
a condition of employment that a certain amount of a certain drug be sold in a
certain area? This would get around the problem and create a very interesting
situation from the viewpoint of the salesman, even though in fact you have done

away with the commission. Can you honestly state that doing away with the
commission would serve any useful purpose?

Mr. Cook: Well, as I pointed out at the beginning, this is a difficult area and
we certainly welcome any comments on it. I think it is a valid point to consider.
Whether it is right or wrong, I do not think we are in a position to know yet.

Mr. Mackasey: Mr. Cook, I do know of countries in Europe where the state
does intervene in this particular area. They feel that safety is a factor and that
this is a link in the whole chain. If a man, by your definition, does not have to be
a pharmacist—that he should have high school level but not necessarily better—I
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have visions, for instance, of a man shifting from a bakery, or a dairy, or from
being a book salesman, and moving into the selling of drugs.

Mr. Brand has pointed out that his job is not to sell drugs. If that is so it is
pretty hard to evaluate what his commission should be. I still insist that if you
are going to pay a man a commission thexe has got to be some direct correlation
with his sales level.

Mr. BRaND: Perhaps, Mr. Cook, you could comment on whether, by doing
away with commission, you might cut down on the competition among the
various firms which approach hospitals. Do you feel that the effect would be also
to diminish the incentive to sell vigorously which has an effect in lowering the
price of drugs?

Mr. Cook: I think that in this whole area, as you have pointed out, there are
so many devices used, or that could be used, to take the place of the commis-
sion, that if we did away with commissions somewhere along the line there has
to be an evaluation of a man and his job and his worth. Even if he is on salary,
at some point someone is going to say: ‘“Listen; this man is not worth his money,”
or “He is worth his money.”

Now we come back to setting a salary for him. You find that the hospital
business is not increasing, or that it is decreasing in an area. You try to find out
why. Your prices are all right, and you used to get this business. It could be the
man.

You find that your wholesale business is not what it should be.

The next thing you know you have him in the office and you are saying to
him: “What seems to be the problem?” The pressure is back on this man to sell
again. The pressure is not economic from a commission point of view, but it is if
he loses his job. I know what you are trying to eliminate, but how to eliminate it
is a very difficult situation. In the drug industry there are such things as quotas
that some companies use as a yardstick or a measuring device, but this does not
apply in our organization. A man cannot work for a company which is in
business to make a profit and not be expected to be measured in some way, and
this is extremely difficult.

Mr. MACKASEY: May I intervene again, Dr, Brand, because this is important
to me. You have again strengthened by misgivings because all through the
hearings the pharmaceutical industry in general has always tended to create the
impression that these detailmen are not salesmen, that they are only legitimate
sources of information to doctors. Therefore, whether they ever sold a drug
should not be important. It should be important that that detailmen tell the
busy doctor if he turned around, as Dr. Brand mentioned about the vademecum,
that everything being equal, stelazine or your product should not be taken by a
wife or a lady in time of pregnancy. This is important. But if the sale of that
particular drug could be jeopardized by that information not being volunteered
by the detailman, and that detailman is on commission, the tendency could very
well be for him to ignore that little fact simply because it was not asked. There is
the threat to safety that commissions pose. If he is not a salesman why should
there be any relationship to the sales volume in his particular area?

Mr. Cook: It is extremely difficult.
Mr. MACKASEY: Is there a better way of imparting information?
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Mr. Cook: I know I would have to give it a great deal of thought. It would
be extremely difficult to find a solution.

Mr. Branp: I will ask a few very brief questions. Are you planning on
increasing your detailman staff across the country in order to increase the sale of
your products through drug stores?

Mr. Cook: Yes.

Mr. Branp: Do you think this will increase your costs?

Mr. Cook: It might initially, but we are used to keeping a very sharp eye
on our costs.

Mr. Branp: But it is bound to increase something, surely, if you hire more
men. Let us be reasonable.

Mr. Cooxk: Yes, and we have taken this into consideration.
Mr. BranDp: Do you use “gimmicks” to sell?
Mr. Cook: What do you term “gimmicks”?

Mr. Branp: For example, the round thing that goes on telephones advertis~
ing “Triflurin—Paul Maney, Limited” so that the short-sighted doctor can see
the numbers on the telephone easier.

Mr. Cook: Yes, actually we do; and we find that we have doctors saying that

they have a lot of very aged patients who cannot see very well, and can we
supply them with some more for their patients, and we do.

Mr. Branp: I am glad to hear that. I did not know you would supply any
more. I could use a couple myself. However, I am arguing about the validity of
gimmicks. There was quite an argument here some time ago about whether the
use of gimmicks was putting up the price of drugs. Do you agree with this?

Mr. Cook: No, I do not agree that this puts up the price of drugs.
Mr. BrRanDp: Not at all?

Mr. Cook: No.

Mr. BranD: Are you planning on putting out any further information to
doctors about your drugs? I have had a recent experience with one of your detail
men, and I was not altogether impressed with the amount of information he
provided me with. In your brief you point out that a lot of the additional
information which you do not have in the vademecum is provided in the trade-
sized packages; I would point out to you that doctors do not see trade-sized
packages, but the druggist does. We do not get this additional information, and
we certainly do not get it on these little cards. Are you planning on increasing
this at any time?

Mr. Cook: We probably will.

Mr. BranD: Will this increase your costs?

Mr. Coox: I do not think it will increase the costs because this is a
controllable variable to your sales,

Mr. BranD: There has been a great deal of discussion as to what variable
cost means in the transportation bill, and I am sure it has no more meaning to

any members of this Committee than it has to the Transport Committee.
25514—4
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Mr. MAcCkKASEY: I have to disagree. I am a firm believer in the fixed and
variable system.

Mr. BRAND: Perhaps you can explain it to me sometime, Mr. Mackasey.
Mr. MACKASEY: It can be explained by graph very easily.

Mr. BranD: I have one other point. You made a statement, of course, that
Hoffmann-La Roche was no longer in the vademecum and expressed great sur-
prise at this. Is it not a fact that they now produce their own because they felt
that there was not sufficient room in the vademecum to put all the information
they would like to put about their products?

Mr. Cook: I do not know whether this is a fact, but the point that I was
trying to make is that there are alternate sources exactly like this. A doctor is
not lost because he has not a vademecum.

Mr. BranD: I would argue that point.
Mr. Cooxk: If he wants information he can get it.

Mr. BrRaND: Where would I get it immediately as a practising physician
when I use one of your products and I run into a problem?

Mr. Cook: Well, you could have the information already in your office by
reason of detail men leaving information with you—and this brings up the
desirability of the compendium which we know is being produced right now.
There probably is a need for a central type of reference.

Mr. BRAND: What are we going to do right at this moment?

Mr. Cook: I think you will have to do exactly what you have been doing up
to now until something better comes along. I hope this compendium will provide
a better answer,

Mr. BrRaND: Do you mind telling me what I do now?

Mr. Cook: You take the issue of Current Therapy off your shelf.

Mr. BRAND: Yes, that is one way I do it.

Mr. Cook: I am quite sure that you practice very efficiently now.

Mr. BranD: Is it not right that I may go to the same product produced by
another firm that has much more information?

Mr. Cook: You might.

Mr. BranD: Yes, this is a fact.

Mr. Cook: This would be your prerogative. As I say, you would do exactly
what you are doing now.

Mr. BrRaND: Which would indicate, therefore, that your company is, to a
degree, taking advantage of the additional information provided by the patentee,
if that is the correct term.

Mr. Cook: This is a matter of opinion, and we do not believe that we are.

Mr. MACKASEY: Mr. Chairman, could I ask Judge Thorson a question. When
is the last time you appeared before a parliamentary committee?

Mr. THORSON: This is the first time I have appeared before a parliamen}ary
committee. I have been a member of parliamentary committees many times
years and years ago.




January 12, 1967 DRUG COSTS AND PRICES 1809

Mr. MACKASEY: A long time ago.
Mr. THORSON: About 40 years ago.

Mr. BranD: Perhaps we can ask Judge Thorson if committees are any more
efficient now than they used to be.

Mr. THORSON: Much.

Mr. Branp: Do you notice any change in them from years ago—
Mr. THORSON: Not much.

Mr. BrRanD: —or are they just as inefficient as ever?

Mr. THORsON: It is rather a novel experience for me, I must say.

The CrAIRMAN: We hope that the government will pay more attention to
our reports than they sometimes have in the past. Are there any other questions?

Mr. THORSON: It is a very interesting experience. I am crazy enough to wish
that I were back in the House.

The CHAIRMAN: We thank the gentlemen who appeared today for their brief
and for their time. The meeting is adjourned until next Tuesday, January 17, at

9.30 a.m. when Prescription Services Incorporated will be before us. Their brief
has been in your hands for over a month.

25514—4}
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APPENDIX A"
Submission
of
Micro Chemicals Limited, Gryphon Laboratories Limited
and Paul Maney Laboratories Canada Limited

to

The Special Committee
of

The House of Commons of Canada

on

Drug Costs and Prices

January 12, 1967.

INTRODUCTION

This submission to the Special Committee of the House of Commons on Drug
Costs and Prices is made by Micro Chemicals Limited, Gryphon Laboratories
Limited and Paul Maney Laboratories Canada Limited. Each of these companies
is incorporated under the laws of Ontario and is, of course, a separate legal
entity and performs a specific function. The three companies are associated with
one another under common ownership and direction.

While the invitation to appear before the Committee in order to rebut the
charges made by Smith Kline & French Inter-American Corporation when it
appeared before the Committee on October 27, 1966, was extended specifically to
Paul Maney Laboratories Canada Limited, the charges affect the other companies
as well and they respectfully accept the invitation as if it also extended to them
as they believe it was intended to do.

The associated companies deeply appreciate the opportunity of rebutting the
charges made by Smith Kline & French. They will be able to show that they are
false and submit that they are simply an example of the ruthless and unscrupu-
lous attacks which Smith Kline & French have made against Micro Chemicals
Limited and its associates in an effort to stave off the competition which Micro
Chemicals Limited will provide against it in the operation of the licence, under
Canadian Patent No. 612,204, to manufacture and sell trifluoperazine which was
granted to it by the Commissioner of Patents under section 41(3) of the Patent
Act with its resulting reduction in the price of trifluoperazine and the consequent
reduction of the excessive profits which Smith Kline & French has been making
from its sale.

While the associated companies welcome the opportunity of rebutting the
charges made by Smith Kline & French, they also believe that they can be of
assistance to the Committee in answering the specific question referred to it,
namely: How can the cost and the price of drugs be reduced?
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{; With a view to making this submission as useful as possible for the purposes

‘ for which it is made it is divided into four parts:

1. Part I describes the respective functions of each of the associated

i companies and sets out their manufacturing, production, distribution

. and quality control facilities.

2. Part II expresses the opinion of the associated companies on some of
the causes of the high cost prices of drugs, sets out the importance of
section 41(3) of the Patent Act as a statement of national policy that
the foods and medicines to which it applies, including drugs, should
be made available to the public at the lowest possible prices, subject

} to the condition specified in the section, and gives proof that licences

i under the section granted by the Commissioner of Patents acting in

close co-operation with the Food and Drug Directorate of the De-
partment of Health and Welfare have been effective in reducing the
prices of the drugs in respect of which the licences were granted.

3. Part III is primarily concerned with the rebuttal of the false charges

3 made by Smith Kline & French and the safety to the public in the use
of the trifluoperazine tablets made from the trifluoperazine manufac-
tured by Micro Chemicals Limited under its licence.

4. Part IV enumerates the recommendations of the associated companies

‘ for the reduction of drug costs and prices.

PART 1
In this part of the submission to the Committee the associated companies
show:
1. The historical background of the respective companies and their place
in the Canadian pharmaceutical industry.
2. The manufacturing, production and distribution facilities of the re-
spective companies.
3. The personnel of the companies.
4. The range of manufacture, production and distribution of the respec-
tive companies.
ﬂ 5. The quality control facilities and practices of the respective compa-~
‘ nies.
i 6. The acceptability of the manufacturing and quality control facilities
i of the respective companies.

HISTORICAL BACKGROUND

Paul Maney Laboratories Canada Limited has been operating as a distribu-
tor of pharmaceutical products for approximately eighteen years, having been
incorporated in 1948. It was originally operated as a subsidiary of an American
pharmaceutical company, known as Barlow Maney Laboratories Incorporated, of
Cedar Rapids, Towa. This company was closely associated with the State Uni-
versity of Towa in the development of specialty pharmaceutical products bearing
its trade names. Its products were formulated, compounded, manufactured and
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shipped as finished products to its Canadian subsidiary for distribution in
Canada.

About twelve years ago the Company was sold to the persons who were
operating it at that time, and became wholly Canadian owned.

Shortly thereafter it was decided that there must be an expansion of
activities. It had become apparent that the distribution of pharmaceutical prod-
ucts by small companies was being made increasingly difficult in the fact of the
growing power of the subsidiary pharmaceutical companies in Canada that were
wholly owned by the foreign pharmaceutical giants and the indications that they
would force the small companies either to sell or cease operations.

It was, therefore, decided to broaden the base of operations. With that in
mind the owners purchased Standard Tabletting Limited, which later became
Standard Tabletting Company Limited, which provided an existing business of
manufacturing finished pharmaceutical products in Canada with a plant, equip-
ment and personnel suitable for the purpose. This led to the incorporation in
1957 of Gryphon Laboratories Limited which has been producing finished phar-
maceutical products not only for distribution by Paul Maney Laboratories
Canada Limited but also for other pharmaceutical houses for sale under their
own labels.

As the development of the production company in association with the
distributing company proceeded it appeared that the pressure on small compa-
nies was more severe than had been anticipated and it became necessary to
re-assess the position. Experience had shown that the large foreign owned drug
companies were selling their specialty products covered by patents at very high
prices without any reduction of them and at the same time selling products
similar to those being distributed by the small companies at very low prices that
throttled them with the implied threat of the possibility of being forced out of
business. It was then considered that if the production and distribution compa-
nies were to survive they had to be in a position to compete with the large
companies in dealing with the new drugs in respect of which patents had been
issued.

This led to the advisability of recourse to section 41(3) of the Patent Act.
Micro Chemicals Limited was then incorporated in 1959. It made its first applica-
tion for a licence under section 41(3) of the Patent Act on July 21, 1960. This
was for a licence under Canadian Patent No. 519,525, owned by Societe des
Usines Chimiques Rhone-Poulenc, now Rhone-Poulenc S.A., to manufacture and
sell chlorpromazine hydrochloride. This licence was granted on September 7,
1961. A second application was made on February 7, 1961, and the licence
granted on May 17, 1963. This was a licence to manufacture and sell bisacodyl
under Canadian Patents Nos. 543,125 and 602,496, owned by Dr. Karl Thomas
G.m.b.H. Recently, on June 21, 1966, a licence to manufacture and sell trifluoper-
azine under Canadian Patent No. 612,204, owned by Smith Kline & French
Inter-American Corporation, was granted to Micro Chemicals Limited, based on
its application, dated March 30, 1965. More recently Micro Chemicals has nego-
tiated a licence from Rhone-Poulenc S.A. to manufacture and sell prochlorpera-
zine. And Micro Chemicals Limited has outstanding applications for the manu-
facture and sale of chlordiazepoxide under patents owned by Hoffmann-La
Roche Limited and for the manufacture and sale of chlorothiazide under patents
owned by Merck Sharp & Dohme of Canada Limited.
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Thus the respective operations of the associated companies, of which par-
ticulars are given later, extend from the manufacture of bulk active chemical
materials by Micro Chemicals Limited, the production of pharmaceutical prod-
ucts in pharmaceutical dosage form by Gryphon Laboratories Limited and the

distribution of pharmaceutical products by Paul Maney Laboratories Canada
Limited.

2. Manufacturing, production and distribution facilities

The associated companies carry out their operations in their own plants and
areas respectively. Micro Chemicals Limited manufactures bulk active chemical
materials in its chemical plant situated in Cooksville, Ontario. Gryphon
Laboratories produces the bulk active chemical materials that it obtains from
Micro Chemicals Limited and from other sources in pharmaceutical dosage form
in its plant situated in Etobicoke, Ontario. And Paul Maney Laboratories Canada
Limited distributes its pharmaceutical products from premises located in the
plant at Etobicoke. While each company is, of course, a separate legal entity they
are associated with one another, the shares of each company being owned by the

same persons and each company having its head office at 20 Advance Road,
Toronto 18, Ontario.

(a) Manufacturing facilities of Micro Chemicals Limited

Micro Chemicals Limited, hereinafter called simply Micro Chemicals, oper-
ates its modern, up-to-date chemical manufacturing plant, with a floor space of
8,000 square feet, at Cooksville, Ontario. Up to the present this plant has in-

volved an outlay of approximately $250,000 and further investment is under
way for the expansion of its facilities.

The plant was designed specifically for the manufacture of pharmaceutical
chemicals. Its equipment is explosion proof throughout with special features for
handling the most delicate and dangerous synthesis in safety, such as non-spark-
ing floor surfaces, full-length floor drains, double scored windows for explosion
proof venting and explosion proof lighting. The plant has a fully automatic 3}
million BTU high pressure steam boiler and a 1 million BTU Dow Therm unit for
high temperature heating for use as may be required.

The main facilities of the plant, so far as reactor capacity is concerned, range
from 100 gallon glass lined, stainless steel reactors to 500 gallon and 750 gallon
glass lined, stainless steel reactors, making for the possibility of increasing the
batch size as the market for pharmaceutical products expands. This represents a
tremendous plant capacity for the manufacture of pharmaceutical chemicals.

In addition to the reactors the plant is equipped with pressure filtering
systems, filtering tanks, vacuum filters, vacuum ovens, centrifuges, a distillation
apparatus, including high vacuum distillation, and gas absorption units. Transfer
systems are by explosion proof pump or vacuum for volatile liquids.

The equipment design and installation has been made in such a manner as to
provide the plant with the utmost versatility for the handling of a wide range of
chemical reactions. The transfer systems and the equipment modifications are of
such a nature that the plant can switch from the manufacture of one chemical
material to that of another with a minimum of time and expense.

The plant is regularly inspected by government departments and has been
found to be an excellent installation.
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(b) Production facilities of Gryphon Laboratories Limited

Gryphon Laboratories Limited, hereinafter called simply Gryphon
Laboratories, produces pharmaceutical products in pharmaceutical dosage form
in a building, with a floor space of 15,000 square feet, at Etobicoke, Ontario. Its
capabilities range from the production of tablets to capsule filling, liquid manu-
facturing, suppositories and the like, but the production of tablets represents its
major item of operation. The plant has up-to-date granulators, comminuting
machines, blenders and dryers. Its tabletting equipment consists of rotary ma-
chines, single punch machines and coating pans. In order to eliminate contami-
nation of its products all production areas are separated from one another by
glass windowed walls and all machines are separated from one another. High
capacity dust extraction units are used and the plant is completely air condi-
tioned and closed to the outside at all times. All raw material areas, including
quarantine areas, are physically wired off to ensure maximum control over raw
materials coming into or going from the plant. Raw materials and finished
products are subject to a continuous inventory system and the usual laboratory
control procedures and their accompanying stickers for quarantine, holding and
release of materials and products.

The packaging department is complete with electronic table counters,
weighing equipment and fillers. All bottles, caps, labels and the like are subject
to the same control procedures as in the case of the production division. All
labels are kept in a locked area under strict supervision.

The plant was one of the first plants to be inspected under the new rules
adopted a few years ago for acceptability for Government tenders. It was one of
the first plants to be approved under 74 GP 1 (a) and has since then passed
inspection for continued approval of it.

(¢) Distribution facilities of Paul Maney Laboratories Canada Limited

Paul Maney Laboratories Canada Limited, hereinafter called simply Paul
Maney Laboratories, is a sales and distributing company with extensive facilities
for the distribution of pharmaceutical products. It has been operating for ap-
proximately eighteen years as a distributor of brand name ethical phar-
maceutical products to members of the medical profession, hospitals, clinics,
pharmacies and government institutions throughout Canada. Its distribution
operations extend from coast to coast in Canada and it has offices and stocks in
Montreal, Toronto, Calgary and Vancouver. An area in the plant at Etobicoke
has been set aside for it from which it distributes its products efficiently and
rapidly. For example, a call for its products from Vancouver can be put on a
plane at Malton Airport and reach its destination within a few hours from the
placing of the order.

3. Personnel

The associated companies employ between thirty and forty persons. The
production personnel at the technical level are all highly experienced persons,
most of them having had from ten to twenty years in the pharmaceutical
manufacturing business. The supervisory and administrative staff includes two
persons with Ph.D. degrees in chemistry, three chemists (one a chemical engineer
and two organic chemists), a pharmacist and a consulting physician on call when
required.
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4. Range of manufacture, production and distribution

(a) The range of bulk active chemical materials manufactured by Micro
Chemicals in its chemical plant is extensive. It manufactures chlorpromazine
hydrochloride, bisacodyl, and trifluoperazine hydrochloride under compulsory
licences thus far granted to it by the Commissioner of Patents on applications
made by it under section 41(3) of the Patent Act. Recently, Rhone-Poulenc S.A.
has granted it a licence to manufacture and sell prochlorperazine. Micro
Chemicals has also applied under section 41(3) of the Patent Act for licences to
manufacture chlordiazepoxide and chlorothiazide. The proceedings in these
applications have been closed and Micro Chemicals is awaiting the decision of the
Commissioner of Patents in respect of them.

While the manufacture of bulk active chemical materials under compulsory
licences granted under section 41(3) of the Patent Act is a very important part
of Micro Chemicals’ manufacturing operations, they are not restricted to such
manufacture. In addition to the said bulk active chemical materials Micro
Chemicals manufactures other pharmaceutical chemical compounds, such as
promazine hydrochloride, a tranquillizer, aluminum glyconate, a buffering agent,
and calcium benzoyl P.A.S., an anti-tubercular drug. It also has several other
products in the development stages for future manufacture. The design of the
plant, its equipment and personnel are such as to permit the manufacture of a
very wide range of pharmaceutical chemical compounds. It has great hopes that
many pharmaceutical materials and allied products, heretofore imported into
Canada or controlled by foreign companies, will be manufactured successfully
in its plants and enable it to become an important segment of the pharmaceutical
manufacturing industry in Canada.

(b) Gryphon Laboratories puts into finished pharmaceutical dosage form
the bulk active chemical materials that it has obtained from Micro Chemicals.
These include not only the bulk active chemical materials which Miero Chemi-
cals has manufactured under the licences under section 41(3) of the Patent Act
which the Commissioner of Patents has granted to it and will manufacture under
its licence in respect of prochlorperazine, but also the other pharmaceutical
chemical compounds manufactured by Micro Chemicals to which reference has
been made.

The production done by Gryphon Laboratories is not confined to the produc-
tion in pharmaceutical dosage form of the bulk active chemical materials and
other pharmaceutical chemical compounds that it has obtained from Micro
Chemicals. It also puts into pharmaceutical dosage form materials and com-
pounds that it has obtained from sources other than Micro Chemicals.

(¢) Paul Maney Laboratories distributes a very wide range of phar-
maceutical products, including those produced by Gryphon Laboratories from
the bulk active chemical materials and other pharmaceutical chemical com-
pounds manufactured by Micro Chemicals.

Paul Maney Laboratories has handled many potent and dangerous drugs
and has complied in all cases with the requirements of the Regulations of the
Food and Drug Directorate of the Department of National Health and Welfare.
The extent of its distribution will, of course, increase as the demand for the

drugs in respect of which Micro Chemicals has obtained or will obtain licences
increases.
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5. Quality control facilities and practice

While the terms of reference to this Committee relate to the cost of drugs
and their prices several members of the Committee have expressed concern over
the importance of maintaining the quality of the drugs referred to and the safety
of their use by the public. ;

The associated companies are in complete accord with this concern. They
submit that the pharmaceutical products distributed by Paul Maney Laboratories
have been subjected to the most careful quality control at every stage of their
manufacture, production and distribution that has been humanly possible and is
equal to that exercised by any other pharmaceutical products company.

The associated companies have the benefit of a quality control laboratory
located in the premises of the plant at Etobicoke. This is a modern, up-to-date
control laboratory, equipped with all the necessary means for analysis and
control of the pharmaceutical products distributed by Paul Maney Laboratories
at every state of manufacture of the bulk active chemical materials by Micro
Chemicals, production of such materials in pharmaceutical dosage form by
Gryphon Laboratories and distribution of the finished pharmaceutical products
by Paul Maney Laboratories. This equipment includes ultra violet and infra red
spectrophotometers, non-aqueous titration equipment, potentiometers, melting
point apparatus, moisture content analysis equipment, a high temperature fur-
nace and, generally, all the equipment required for chemical analysis including
that required for vitamins, hormones and the like. The personnel of the quality
control laboratory consists of two chemists, including the Chief Quality Control
Chemist, and two highly qualified technicians.

It is the duty of the quality control laboratory to check all incoming raw
materials, all manufacture and production at various stages, test finished prod-
ucts, perform stability studies and conduct shelf life tests and ensure that all
the requirements of the Food and Drug Directorate and the recommendations of
74 GP 1 (a) and (b) have been complied with.

In the belief that it will be of interest to the Committee the companies set
out, by way of example, the various steps taken to ensure that the drug
trifluoperazine is of the highest possible quality and is safe for use by the public.
This is the drug covered by Canadian Patent No. 612,204, owned by Smith Kline
& French Inter-American Corporation, hereinafter called simply Smith Kline &
French, a wholly owned subsidiary of Smith Kline & French Laboratories of
Philadelphia, in respect of which the Commissioner of Patents granted a licence
to Micro Chemicals Limited on June 21, 1966, and in respect of which Smith
Kline & French made its charges.

The steps taken for the control of the bulk active chemical material manu-
factured by Micro Chemicals are enumerated in their chronological order as
follows, namely:

(1) The raw materials, being the component chemicals from which
trifluoperazine is synthetized, are received either in the plant of
Micro Chemicals or in that of Gryphon Laboratories and are immedi-
ately placed in quarantine and labelled with appropriate stickers.

(2) A quality control chemist checks the quarantined materials and takes
samples of them.
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(3) The quality control chemist performs all the tests on the said
samples required by the Pharmacopeia or the House Standard that
are necessary for the identification of the materials and the ascer-
tainment of their purity.

(4) After these tests have been satisfied the materials are released fx:om
quarantine and go to general stock at Micro Chemicals’ chemical
plant for manufacturing by it.

(5) The materials are then synthetized into their bulk active chemical
form by the Chief Chemical Engineer and his technicians.

(6) At wvarious stages of the process of manufacturing samples of
the synthetized materials are taken and brought to the quality con-
trol laboratory for analysis in order to ensure that the chemical
compounds have been correctly developed according to the House
Standard and the teachings of the specification of Canadian Patent
No. 612,204.

(7) The completed active bulk chemical material is again quarantined
at Micro Chemicals’ plant and a complete analysis is done on samples
of it at the quality control laboratory in order to ensure that it mgets
all the requirements of the British Pharmacopoeia for triffuoperazine.

(8) If the bulk active chemical material meets the requirements a cer-
tificate of analysis is issued and kept on file in the records and the
material is then delivered to Gryphon Laboratories’ plant.

The steps in the quality control of the material taken while it is in this plant
are enumerated in their chronological order as follows, namely:

(1) The material is quarantined, a quality control chemist takes samples
of it and performs all the tests required by the Pharmacopoeia or the
House Standard for the identification of the material and the ascer-
tainment of its purity and if these tests are met the material is
released to the general goods area.

(2) The Pharmacist then supervises and checks the weight of the active
material and the other components, such as binding material, all of
which have gone through similar quarantine, checking and releasing
procedure, according to a master formulation sheet for the product,
a copy of which has been sent to the control laboratory.

(3) The materials are then granulated and blended.

(4) The control laboratory checks the potency of the blended material
and notifies the Pharmacist on the advisable tablet weights.

(5) The blended material is then released for compressing into tablets.

(6) During the compressing period the control laboratory takes samples
of the blended material every hour and checks them for weight
variation and assays them for active potency.

(7) The tablets are then released for coating.

(8) The tablets are then coated according to the general art of coating
and brought to the specified size and colour.

(9) The tablets are then quarantined and samples are carefully checked

in order to ensure that they meet the requirements of the Phar-
macopoeia and the House Standard.
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(10) The tablets are then released for packaging.

(11) The tablets are packaged in bottles, pursuant to work orders, under
the supervision of the control laboratory which is responsible for the
allotment of bottles, caps, labels and other packaging material.

(12) The finished product in bottles, properly labelled, are further checked
by the control laboratory and released for distribution.

(13) The bottles containing the tablets are then placed in the area allotted
to Paul Maney Laboratories.

The delivery of the bottles to the Paul Maney Laboratories’ area in the plant
does not end the quality control exercised in respect of the finished product.

(1) Stability studies are done on it in order to ensure its continuing
potency during its shelf life.

(2) Assays of it are made from time to time.

(3) All bottles are correctly labelled so that the product can be identified
with certainty and a complete recall system by lot numbers is kept in
accordance with the Food and Drug Regulations for maximum safety
and protection of the public.

In addition to the tests that have been enumerated the control laboratory
keeps additional records for its own information and makes tests in addition to
those required by either the Pharmacopeia or the Food and Drug Regulations.
Several assays are done on every batch of the bulk active chemical material and
also on the finished product.

The completeness of the control exercised in respect of trifluoperazine
warranted the statement made by Micro Chemicals in the course of the proceed-
ings on its application under section 41(3) of the Patent Act for a licence to
manufacture and sell trifluoperazine in paragraph 8 (5) of its Reply to the
Counterstatement filed by Smith Kline & French, as follows:

“(5) If the licence applied for is granted, every person who buys the
applicant’s trifiuoperazine may rest assured that, notwithstanding its. low-
er price as compared with that of the patentee’s Stelazine, it will be
manufactured under as safe and controlled conditions as those of the
patentee’s Stelazine, that it will have as wide a margin of safety as that of
the patentee’s Stelazine and that its quality will in every respect be equal
to that of the patentee’s Stelazine”.

This statement is repeated to the Committee in the firm belief that it is true.

The associated companies extend an invitation to the Committee to visit the
plants referred to and check the manufacturing, production and distribution
facilities referred to and see the manner in which the quality control referred to
is exercised.

6. Acceptability of manufacturing and control facilities
The manufacturing and control facilities of the associated companies have
been approved by the Food and Drug Directorate and the Commissioner of
Patents. &
The following facts support this statement:
(1) The Report of the “special Ad Hoc Committee Studying Matters
Involving the Patent Licensing of Drug Manufacturers”, known as the
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Hilliard Committee, appointed by the Minister of National Health and
Welfare, which report was made to the Minister on July 8, 1965,
contained, inter alia, the following recommendation:

“A compulsory licence for the preparation or production by
chemical or fermentation processes of substances intended for subse-
quent use in medicines should not be granted unless there is first
furnished to the Commissioner of Patents a favourable report or
certification by the Director of the Food and Drug Directorate on the
competency of the applicant for such licence to manufacture or
produce such substance, including adequacy of manufacturing facili-
ties and controls as required by the Food and Drug Regulations”.

(2) The Commissioner of Patents, in pursuance of the close co-operation
which exists between him and the Food and Drug Directorate, having
before him the application of Micro Chemicals for a licence under
section 41(3) of the Patent Act to manufacture and sell trifluopera-
zine, requested on May 31, 1966, a report from the Food and Drug
Directorate on the competency of Micro Chemicals for the licence
applied for and the adequacy of its manufacturing and control facili-
ties.

(3) On June 6, 1966, R. A. Chapman, the Director-General of the Food
and Drug Directorate, made the following report to the Commissioner
of Patents:

Tunney’s Pasture,
Ottawa 3, Ontario.
June 6, 1966.

“

Mr. J. W. T. Michel,
Commissioner of Patents,

Patent and Copyright Office,
Department of Secretary of State,
Canadian Building,

Ottawa, Ontario.

Dear Mr. Michel:

Re: Application by Micro Chemicals Limited under Section 41(3)
of the Patent Act for the grant of a Licence under Canadian Patent
No. 612,204—Smith Kline and French Inter-American Corporation

Relative to the above subject and your enquiry of May 31st, we offer the
following comments.

The firm Micro Chemicals Limited manufacture the chemical trifluoperazine
and supply it to Gryphon Laboratories Limited, who in turn use the chemical in
manufacture of the finished drug referred to as “Triflurin Tablets”. The firm
Paul Maney Laboratories markets the product and it is understood that the three
companies have a common ownership.

On the basis of our knowledge, these firms have adequate manufacturing
facilities and controls and comply with section C.01.052 of the Food and Drug
Regulations.

Yours sincerely,
(signed) R. A. Chapman,
Director General”,
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(4) This report was made after a careful analysis of the tablets containing
the active trifluoperazine manufactured by Micro Chemicals Liited
and an inspection of the manufacturing and control facilities of the
associated companies.

(5) On June 21, 1966, the Commissioner of Patents granted to Micro
Chemicals the licence to manufacture and sell trifluoperazine for
which it had applied. )

It is also brought to the Committee’s attention that the Regulations of the
Canadian Government Specifications Board setting the “Standard for Manu-
facture, Control and Distribution of Drugs” for the supply of drugs to agencies of
the Government of Canada, known as 74-GP-1a of February 7, 1964, superseded
by 74-GP-1b of October 7, 1966, have been complied with.

Since the grant of the licence to Micro Chemicals, Paul Maney Laboratories
has submitted tenders for the supply of trifluoperazine in the form of “Triflurin”
tablets to several hospitals of the Department of Veterans Affairs and its tenders
for such supply have been accepted and deliveries of the supplies have been
made accordingly.

It is also brought to the attention of the Committee that “Triflurin” tablets,
supplied to the Brandon and Selkirk Mental Hospitals in Manitoba on a no-
charge basis, have been subjected to clinical tests and found highly satisfactory,
with the result that after the grant of the licence the tender of Paul Maney
Laboratories for the supply of trifluoperazine tablets to the two hospitals was
accepted in preference to the competing bid of Smith Kline & French and the
said tablets were supplied accordingly.

Moreover, the trifluoperazine tablets distributed by Paul Maney
Laboratories under the name “Triflurin”, put into pharmaceutical dosage form
by Gryphon Laboratories from bulk active trifluoperazine manufactured by
Micro Chemicals have been subjected to careful analysis by the Food and Drug
Directorate and no complaint has been received from it.

The quality control facilities of the associated companies are dealt with
further in Part III of the submission rebutting the false charges made by Smith

Kline & French.
Part II

In this part of the submission to the Committee the associated companies
show:

1. That the costs of patented drugs are too high and that the prices
charged by the patentees for them are, in many cases, excessive.

2. That section 41(3) of the Patent Act provides an important means
for protecting the public against excessive prices charged by the large
drug companies, through their subsidiaries in Canada, for the drugs
covered by the Canadian patents which the subsidiaries have obtained for
them.

3. That Micro Chemicals-and its associates have given convincing
proof of the importance of section 41(3) of the Patent Act and the efficacy
of licences under it in reducing the prices of patented drugs.
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4. That there is need for competent licensees under section 41_(3) of
the Patent Act in order to carry out the national purpose that Parliament
had in mind when it enacted the section.

5. That, in view of the close co-operation that now exists between the
Food and Drug Directorate and the Commissioner of Patents before an
application under section 41(3) of the Patent Act is granted, the Food and
Drug Directorate may be relied upon for ensuring that the applicant for
the licence has the necessary manufacturing and quality control facilitigs
for maintaining the high quality of the drug covered by the patent in
respect of which the licence is sought and the safety of its use by the
public.

6. That it is in the public interest that section 41(3) of the Patent Act
be retained so that the national purpose for which it was enacted may
continue to be served.

7. That it is in the public interest to have an organization such as
that of the associated companies as an agency that can be relied upon as
a source for the manufacture and distribution of the patented drugs in
respect of which licences under section 41(3) of the Patent Act have been
granted so that the public may have the benefit of their valuable thera-
peutic qualities at prices substantially lower than those charged for
them by the owners of the patents for them.

1. The Excessive Costs and Prices of Patented Drugs

It is submitted that the situation with regard to the costs and prices of
patented drugs is not the same as that with regard to other drugs. With respect
to the latter there are many drugs in respect of which competition has driven
their prices down to acceptable levels. The situation is different with regard to
the costs and prices of the drugs in respect of which patents have been granted in
Canada to subsidiaries of the great drug companies. These subsidiaries are
wholly owned by their foreign parents and are in, the main, merely distributors
in Canada of the drugs discovered elsewhere and have not made any contribu-
tion to the research leading to such discovery.

The great drug companies spend large sums in research, frequently result-
ing in failures, but occasionally resulting in “winners”, such as “Librium”, the
trade name under which Hoffmann-La Roche sells its “chlordiazepoxide” and
“Stelazine”, the trade name under which Smith Kline & French sells the trifluo-
perazine. They then put the prices of the “winners” at all that the traffic will
stand and continue to charge such prices. They carry this policy into effect,
through their subsidiaries, in the various countries in which their subsidiaries
have acquired patents, including subsidiaries in Canada who have acquired
Canadian patents for the inventions that were made abroad.

The associated companies have no hesitation in stating that, in many cases,
the prices charged for such drugs as those specifically referred to are excessive.
This is a matter of deep concern to the members of the public who are depend-
ent on such drugs for the benefit of their valuable therapeutic qualities for the

relief of their illnesses.

It is obviously difficult to present a detailed review of all the cases in which
the prices charged for patented drugs are excessive. The associated companies,
therefore, select a case, in respect of which they have particular knowledge, as
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an illustration of the excessive prices charged by the big drug companies,
through their wholly owned subsidiaries in Canada, for the drugs covered by
their Canadian patents.

The particular case to which the associated companies refer, by way of
illustration, is that of the excessive prices charged by Smith Kline & French
Inter-American Corporation under its Canadian Patent No. 612,204 for trifluo-
perazine, which it sells under the trade name “Stelazine”.

In its application under section 41(3) of the Patent Aect, under Canadian
Patent No. 612,204, for a licence to manufacture and sell trifluoperazine, Micro
Chemicals stated, as one of the grounds for its application, that the retail selling
prices for “Stelazine” tablets recommended by Smith Kline & French were too
high. In the course of the proceedings under the application several facts in
support of the statement were disclosed. They are enumerated as follows:

(1) Smith Kline & French put their cost of manufacturing Stelazine
tablets in Canada at $1,480 per kilogram, which amount included $1,039
for synthesis, compounding and packaging and $441 as return on manu-
facturing investment. There were three facts that showed that this alleged
cost was much too high:

(a) It was proved in the Hoffmann-La Roche v. Bell Craig case that the
total cost of putting chlordiazepoxide (Librium) into usable dosage
form was only $460 per kilogram, and it was submitted that it was

inconceivable that the corresponding cost for trifluoperazine

(Stelazine) should be more than three times as high.

(b) It was also a fact that an Italian firm had made a public offering of
trifluoperazine for sale at $270 per kilogram and had made a profit at
such price.

(¢) Micro Chemicals estimated that its production costs for trifluopera-
zine would be less than $500 per kilogram.

It is interesting to note that in its submission to the Commissioner on the

amount of royalty payable by the licensee it was admitted that the cost of

manufacturing the bulk active trifluoperazine in salt form was within the
range of $100 to $150 per kilogram.

(2) Smith Kline & French put the cost of research and product
investigation and return on research investment in Canada, as an item of
its trifluoperazine costs, at $3,113 per kilogram, notwithstanding the fact
that it had not made any research leading to the invention of trifluopera-
zine or any contribution to such research.

(3) Smith Kline & French put the cost of medical infonpation apd
return on medical information investment in Canada, as an item of its
trifluoperazine costs, at $5,455 per kilogram, which works out at over 40
per cent of its net selling price, which it put at $12,639 per kilogram.
Micro Chemicals pointed out two objections to this amount:

(a) It included advertising and promotion costs incurred by Smith Kline
& French solely for the purpose of increasing its profits from the sale
of trifluoperazine and the description of them under the heading of
Essential Drug Services or-Medical Information was a misdescription.

(b) Moreover, the amount of $5,455, representing more than 40 per cent
of the net selling price, was excessive as compared with the average
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of 25 per cent for the 27 firms from which information had been
obtained on “Expenditures of Selected Firms on Advertising, Re-
search and Quality Control”, as shown at page 115 of Appendix Q to
the Report of the Restrictive Trade Practices Commission concerning
the Manufacture, Distribution and Sale of Drugs, made to the Min-
ister of Justice on January 24, 1963.

Costs of the kinds enumerated make for excessive prices of drugs such as
trifluoperazine.

Coupled with these facts there is the clearly established fact that the United
States parent of Smith Kline & French has one of the highest net profit ratios in
the drug industry. Smith Kline & French disputed the accuracy of the statement
made by Micro Chemicals but proof of its truth was given:

(a) The statement of costs made by Smith Kline & French to which
reference has been made itself indicates that the charge levelled
against the parent lies against its subsidiaries as well.

(b) In each of the years 1961 to 1964 inclusive the United States parent of
Smith Kline & French realized net profits on its sales before taxes,
ranging from 37 per cent in 1961, 36 per cent in 1962, 35.3 per cent in
1963 to 35.1 per cent in 1964. These figures appear on page 2050 of the
1965 Standard Listed Stock Reports of Standard & Poor’s Corporation
of August 23, 1965. These reports are based on information supplied
by the corporation in respect of which the reports are made. The
percentages of profits referred to are by way of contrast to the
average net profits before taxes of 17.08 per cent made by the 28
firms that reported such profits as shown at page 147 of the Appendix
Q previously referred to.

Thus it was conclusively shown that the profit ratio of the parent Smith
Kline & French was more than twice as high as the average of the profit ratios of
the 28 firms referred to.

Moreover, an analysis of the costs submitted by Smith Kline & French
showed a net profit before taxes of 27.1 per cent, or 10 per cent higher than the
average net profit before taxes of the 28 firms referred to.

It is not surprising, therefore, in view of the excessive prices charged by
Smith Kline & French for its trifluoperazine, that the Commissioner of Patents
granted to Micro Chemicals the licence for which it had applied, particularly
after the Food and Drug Directorate had approved its manufacturing and quality
control facilities, as shown by its letter to the Commissioner of Patents, dated
June 6, 1966, set out on page 19 of this submission.

2. I'mportance of Section 41(3) of the Patent Act

The associated companies submit that section 41(3) of the Patent Act
provides an important means for protecting the public against excessive prices
charged by the large drug companies, through their subsidiaries in Canada, for
the drugs covered by the Canadian patents which they have obtained for them
by the authorization in the section to the Commissioner of Patents to grant
licences under the patents “unless he sees good reason to the contrary” in order
that the licensees may provide competition with the patentees and pull down the
prices charged for their drugs.

25514—5
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It is not surprising, therefore, that the drug companies that have appeared
before the Committee have complained about section 41(3) of the Patent Act, for
it stands in the way of their maintaining their prices for the drugs covered by
their patents and making the profits from their sale of them that they could
make from their patent monopoly if the protection provided by the section were
abolished.

It is submitted that it is desirable to set out the legislative policy underlying
section 41(3) of the Patent Act and the national purpose which Parliament had
in mind for its enactment. This can best be done by setting out the terms of the
section and referring to the important decisions of the Supreme Court of Canada
relating to it.

Section 41(3) of the Patent Act, R.S.C. 1952, Chap. 203 provides as follows:

“41(3) In the case of any patent for an invention intended for or
capable of being used for the preparation or production of food or medi-
cine, the Commissioner shall, unless he sees good reason to the contrary,
grant to any person applying for the same, a licence limited to the use of
the invention for the purposes of the preparation or production of food or
medicine but not otherwise; and, in settling the terms of such licence and
fixing the amount of royalty or other consideration payable the Com-
missioner shall have regard to the desirability of making the food or
medicine available to the public at the lowest possible price consistent
with giving to the inventor due reward for the research leading to the
invention”.

Section 41(3) has been an important provision of Canadian patent law ever
since 1923. It is, threefore, of interest to note that it is only comparatively
recently that advantage has been taken of the protection to the public that it
provides.

The legislative policy underlying the section and the national purpose for its
enactment have been the subject of important judicial decisions.

It was established by the Supreme Court of Canada in Parke, Davis & Co. v.
Fine Chemicals of Canada Ltd. (1959) S.C.R. 219 that the legislative policy
underlying section 41(3) was that the new substances to which it applies “are, in
the public interest, to be free from legalized monopoly”. In that case Mr. Justice
Rand said, at page 222:

“The legislative policy underlying the subsection to be gathered from
its special terms is obvious: all new substances, apart and as distinguished
from processes, are, in the public interest, to be free from legalized
monopoly”,

This was a clear statement that when the public interest so demands the
ordinary monopoly granted by a patent should not apply in the case of patents
for food or medicine.

It is also clear from the language of the section that it is mandatory that the
Commissioner of Patents shall grant a licence of the kind contemplated by the
section to any person applying for the same “unless he sees good reason to the
contrary” and the Supreme Court of Canada made it clear in the case referred to
that Parliament has entrusted the decision on whether any particular licence, for
which an application has been made, should be granted to the Commissioner of
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Patents. In that case, Mr. Justice Martland, speaking for Mr. Justice Locke and
Mr. Justice Cartwright as well as for himself, said, at page 228:

“The wording in question is “the Commissioner shall, unless he sees
good reason to the contrary, grant to any person applying for the
same. ..”. In this case the Commissioner did not see such good reason. The
decision is his to make and it cannot be said, on the evidence, that his
decision was manifestly wrong, having in mind that one of the main
considerations before him is that of the public interest”.

The national purpose for which the section was enacted was authoritatively
stated by the Supreme Court of Canada in Hoffman-LaRoche Limited v. Bell-
Craig Pharmaceuticals Division of L.D. Craig Limited (1966) S.C.R. 313. In that
case Mr. Justice Abbott, delivering the unanimous judgment of the Court, said
at page 319:

“In my view the purpose of s. 41(3) is clear. Shortly stated it is this:
No absolute monopoly can be obtained in a process for the production of
food or medicine. On the contrary Parliament intended that, in the public
interest, there should be competition in the production and marketing of
such products produced by a patented process, in order that as the section
states, they may be “available to the public at the lowest possible price

consistent with giving to the inventor due reward for the research leading
to the invention”.

This is a clear statement that the purpose of section 41(3) is to provide competi-
tion with the owner of the patent in order to make the food or medicine to which
it applies, which includes drugs, available to the public at the lowest possible
price, subject to the condition specified in the section, namely, that such lowest
price should be “consistent with giving to the inventor due reward for the
research leading to the invention”. The meaning of this condition was the
subject of controversy until the decision in the case referred to. The controversy
was settled by Mr. Justice Abbott. He made it clear that the reward referred to
meant reward to “the inventor—not the patentee—”. This threw a bombshell
into the big drug companies’ camp for it meant, in effect, that in settling the
amount of royalty or other consideration payable by a licensee the Commissioner
should not include in the base for fixing the royalty any amount by way of
reward in a case where the owner of the patent is not the inventor of the
invention covered by the patent and has not made any research leading to it. The
decision means that in such a case the condition referred to does not apply. It
follows that in a case where the owner of the patent is not the inventor of the
invention covered by the patent and has not made any research leading to the
invention the Commissioner should have regard to the desirability of making the
food or medicine available to the public at the lowest possible price, without
regard to the condition referred to, since it does not apply in such a case.

In view of the fact that in the case of every Canadian patent owned by a
subsidiary in Canada of a foreign parent the subsidiary is not the inventor of the
invention covered by the patent and has not made any research leading to the
invention, it is not surprising that the big drug companies, through their sub-
sidiaries in Canada, have become frantic in their submissions to the Committee

in their protests against section 41(3) of the Patent Act. They realize that it
255145}
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provides a means for the release of the strangle hold in the matter of patented
drug prices which they have been able to put on the public.

It is, of course essential to the release of this strangle hold that there
should be competent applicants for licences under the patents who will provide,
if the licences applied for by them are granted, effective competition with the
patentees and pull down the prices of the patented drugs.

3. Proof of the efficacy of licences under Section 41(3) of the
Patent Act in reducing the prices of
patented drugs

Micro Chemicals Limited and its associates have been convincing proof of
the importance of section 41(3) of the Patent Act as a provision for the
protection of the public against the excessive prices of patented drugs and the
efficacy of licences under the section in reducing the prices of such drugs.

Micro Chemicals made its application for a licence to manufacture and sell
chlorpromazine hydrochloride on July 21, 1960, but its licence was not granted
until May 31, 1962, and, subsequently, there was a variation in its terms.

The history of the operation under the licence is a striking illustration of the
effectiveness of the competition with the patentee which Micro Chemicals and its
associates have provided and the substantial reduction in the prices of chlor-
promazine which has resulted from the competition.

In its application for a licence for Canadian Patent No. 519,525 Micro
Chemicals set out the list prices which Rhone Poulenc, the owner of the patent,
recommended for its chlorpromazine, which it sold under the trade name
“Largactil”, and the list prices proposed by Micro Chemicals if its licence
should be granted.

The associated companies now set out, as Table I, these two sets of prices,
side by side with one another, showing the prices of the various strengths of the
chlorpromazine per 100 tablets:

TABLE I
1960 List Prices
Rhone Poulenc Micro Chemicals
25 mg $10.50 $ 6.00
50 mg $15.00 $10.00
100 mg $25.00 $15.00

These prices proposed by Micro Chemicals represented only the beginning of
the competition that took place. After the licence to Micro Chemicals was
granted the chlorpromazine which it has manufactured and which Gryphon
Laboratories had put into pharmaceutical dosage form was distributed by Paul
Maney Laboratories under the name “Chlor Promanyl”.

The extent of the competition provided by Micro Chemicals and its associ-
ates, so far as volume is concerned, has been substantial. The average sales of
chlorpromazine made by Rhone Poulenc have been approximately 1,100 kilo-

A
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grams per year. The sales made by Paul Maney Laboratories of chlorpromazine
manufactured by Micro Chemicals have been as follows:

In the year 1963 910 kilograms
In the year 1964 640 kilograms
In the year 1965 675 kilograms
In the year 1966 680 kilograms

As the years went by the prices of chlorpromazine tablets were substantially
reduced. The associated companies now set out, as Table II, the present list prices
of “Largactil” and “Chlor Promanyl”, side by side with one another, showing the
prices of the various strengths of chlorpromazine per 100 tablets:

TasBLE II
Largactil Chlor Promanyl
(Rhone Poulenc) (Paul Maney),
25 mg $ 8.90 $4.20
50 mg $12.80 $7.26
100 mg $21.30 $9.50

The associated companies now set out, as Table III, the recommended list
prices of Rhone Poulenc in 1960 and the present recommended list prices of Paul
Maney Laboratories, side by side with one another, showing the prices of the
various strengths per 100 tablets:

TaBLE III
Largactil Chlor Promanyl
(Rhone Poulenc) (Paul Maney)
25 mg $10.50 $4.20
50 mg $15.00 $7.26
100 mg $25.00 $9.50

Thus the present recommended list prices of the chlorpromazine tablets
made from chlorpromazine manufactured by Micro Chemicals under its licence
are less than those recommended by Rhone Poulenc for its tablets in 1960 in the
following percentages:

25 mg 409
50 mg 48%
100 mg 38%

It follows that individual patients who are advised by their physicians to use
chlorpromazine may now buy their necessary requirements of the drug at the
reduced prices indicated as compared with the prices that they would have been
obliged to pay for it before Micro Chemicals obtained its licence.

While the reduction in the price of chlorpromazine to users of the drug
resulting from the competition with the patentee which Micro Chemicals and its
associates have provided is substantial, the reduction in the price at which
Governments may buy their requirements of chlorpromazine is even greater.
This is demonstrated by two sets of figures. In 1960 Rhone Poulenc submitted a
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tender to the Government of Ontario for the supply of its requirements of
chlorpromazine tablets for six months at the following prices per thousand
tablets for the various strengths of the product:

“25 mg, 2,071,000 at $21.00 $43,491.00
50 mg, 785,000 at $43.00 $33,755.00
100 mg, 560,000 at $53.00 ; $29,680.00

Total $106,926.00”

Recently, Paul Maney Laboratories supplied the Government of British Columbia
with its requirements of Chlor Promanyl in lots of 250,000 tablets at the
following prices per thousand tablets for the various strengths of the product:

“Sept. 7, 1966 — 25 mg at $ 5.40
Nov. 11, 1966 — 50 mg at $ 8.10
Oct. 19, 1966 — 100 mg at $13.45”

This shows reductions in prices as compared with those charged by Rhone
Poulenc in 1960. Put in terms of percentages of the present prices of “Chlor
Promanyl” as compared with those of “Largactil” in 1960 they are as follows:

“ 25 mg tablets — 25.7%
50 mg tablets — 18.8%
100 mg tablets — 24.19%"

It may reasonably be stated that if the quantities of Chlor Promanyl supplied by
Paul Maney Laboratories had been greater the prices charged by it would have
been less.

It is too early to give complete proof of the effectiveness of the competition
which Micro Chemicals and its associates will provide against Smith Kline &
French in the sale of trifluoperazine in respect of- which Micro Chemicals
obtained its licence under section 41(3) of the Patent Act on June 21, 1966.

In its application for a licence under Canadian Patent No. 612,204, owned by
Smith Kline & French Inter-American Corporation, Micro Chemicals set out the
list prices which Smith Kline & French recommended for its trifluoperazine
which it sold under the trade name “Stelazine” and the list prices proposed by
Micro Chemicals, if its licence should be granted.

The associated companies now set out as Table IV these two sets of prices,
side by side with one another, showing the prices of the various strengths per 50
tablets:

“TABLE IV

1965 List Prices
Smith Kline & French Micro Chemicals

1 mg $ 4.75 $3.80
2 mg $ 6.25 $5.00
5 mg $ 8.80 $7.05

10 mg $11.70 $8.80”

This table shows a proposed reduction of 20 per cent.




January 12, 1967 DRUG COSTS AND PRICES 1829

Recently, shortly after Micro Chemicals obtained its licence, Paul Maney
Laboratories obtained a contract from the Province of Manitoba for the sale of
trifiluoperazine tablets, made from trifluoperazine manufactured by Micro
Chemicals under its licence, for approximately $66,000 against the competing bid
made by Smith Kline & French which is believed to have been approximately
$130,000. This contract was awarded to Paul Maney Laboratories after thousands
of trifluoperazine tablets, which Paul Maney Laboratories sells under the name
“Triflurin”, had been supplied to the Government of Manitoba on a no charge
basis for clinical testing in the Brandon and Selkirk Mental Hospitals and had
been found eminently effective.

While it is not possible to forecast how far the prices of trifluoperazine will
be reduced the associated companies submit that they will provide as effective
competition with Smith Kline & French in the sale of trifluoperazine as they have
provided with Rhone Poulenc in the sale of chlorpromazine. The prices will be
brought down to the levels established as the result of the competition contem-
plated by Parliament when it enacted section 41(3) of the Patent Act.

4. Need for competent licencees under section 41(3) of the Patent Act

The associated companies submit that when the Commissioner of Patents
has granted a licence under section 41(3) of the Patent Act it is because the
owner of the patent has brought the licence on his own head by his conduct
under the monopoly which his patent has given to him.

The owners of Canadian patents covering drugs need not have any fear of
licences under their patents in cases where their prices for the patented drugs
are fairly competitive. This is implied in the national purpose for which section
41(3) was enacted.

But when the owner of the patent steps outside the limits implied in the
section and charges excessive prices for his patented drug and makes an unrea-
sonable profit from its sale, as in the case, for example, of Smith Kline & French,
he opens himself up to an application for a licence under section 41(3) and the
competition which the licensee will provide with the resulting reduction in price
that the force of competition will compel.

' The justification for the competition contemplated by Parliament when it
enacted section 41(3) of the Patent Act in 1923, more than 43 years ago, was well
expressed by President Jackett of the Exchequer Court of Canada when he said
in Hoffmann-La Roche Limited v. Bell-Craig Pharmaceuticals Division of L. D.
Craig Limited (1965) 2 Ex. C.R. 266, at page 282:
“Section 41(3) was passed because, in the field to which it applies,
‘the specific public interest in free competition’ was deemed to be more
important than the maintenance of the patentee’s monopoly rights”.

Under the circumstances, it is essential to the fulfilment of the purpose
which Parliament had in mind when it enacted section 41(3) that there should
be, in a proper case, determined by the Commissioner of Patents, acting in close
co-operation with the Food and Drug Directorate, a competent licensee who has
the equipment and the necessary manufacturing and quality control facilities to
provide the competition contemplated by the section and who can be relied upon
to pull down the prices charged by the patentee.
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5. Importance of Existing co-operation between Food and Drug
Directorate and Commissioner of Patents

The associated companies submit that the importance of the co-operation
that exists between the Food and Drug Directorate and the Commissioner of
Patents before he grants an application for a licence under section 41(3) of the
Patent Act cannot be too strongly stressed. There was, as already stated, a clear
illustration of this co-operation before the Commissioner of Patents granted to
Micro Chemicals the licence to manufacture and sell trifluoperazine for which it
had applied.

It is further submitted that the Food and Drug Directorate may be relied
upon for ensuring, before a licence is granted, that the applicant for the licence
has the manufacturing and quality control facilities that are necessary for the
maintenance of the high quality of the drug covered by the patent in respect of
which the licence is sought and the safety of its use by the public.

6. Retention of Section 41(3) of the Patent Act Essential

The associated companies submit, notwithstanding the attacks made on
section 41(3) of the Patent Act by the large drug companies, that it is in the
public interest that the section be retained in order that the national purpose for
which it was enacted may continue to be served.

Finally, the associated companies submit that it is in the public interest to
have an agency that can be relied upon as a source for the manufacture,
production and distribution of the patented drugs in respect of which licences
under section 41(3) of the Patent Act have been granted so that the public may
have the benefit of their valuable therapeutic qualities at prices substantially
lower than those charged for them by the owners of the patents for them.

And the associated companies sincerely believe that they can be such an
agency and perform this important function.

While it is, strictly speaking, not relevant to the specific reference to the
Committee, the associated companies bring to its attention that they are develop-
ing a research program within their means and have several important projects
under way that will materially assist them in performing the functions on which
they have embarked and for which, as they have proved, they are well fitted.

\

Parr III

In this part of the submission to the Committee the associated companies
rebut the charges made against Paul Maney Laboratories by Smith Kline &
French on October 27, 1966.

They sincerely thank the Committee for the invitation extended to the
President of Paul Maney Laboratories, conveyed by the Clerk of the Committee
in her letter of November 17, 1966.

In passing, they draw the Committee’s attention to the fact that Paul Many
Laboratories is not a generic firm as suggested in the letter. It is a distributor of
brand name pharmaceutical products:

The charge to which the associated companies particularly object was made
when Smith Kline & French appeared before the Committee on October 27, 1966.
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It appears on page 44 of the Smith Kline & French brief, as set out on page 961 of
the transcript of the evidence befofe the Committee, as follows:

“Paul Maney, in a notice published earlier this year, referred to its
product as being of B.P. standard. However, tablets sold by Paul Maney
have assayed across a considerable range of potencies from the lower limit
of the B.P. standard to the upper limit of our own—that is, from 92 per
cent of B.P. standard to 120 per cent. A patient taking Paul Maney
trifluoperazine tablets may thus suddently receive a 20 per cent increase
or decrease in dosage, besides receiving on average 16 per cent less of the
drug than if he were taking ‘Stelazine’ ”.

The statement that “a patient taking Paul Maney fluoperazine tablets
may suddenly receive a 20 per cent increase or decrease in dosage, besides
receiving on average 16 per cent less of the drug than if he were taking
Stelazine” was false. Smith Kline & French has taken advantage of the priv-
ileged nature of its submission to the Committee to make a statement which
it must have known to be false. -

The associated companies challenge Smith Kline & French to have an
independent person buy Stelazine in bottles of 1 mg, 2 mg, 5 mg and 10 mg
tablets and also buy Triflurin tablets in bottles of 1 mg, 2 mg, 5 mg and 10 mg
tablets and have them both analyzed by an independent laboratory acceptable
to both Smith Kline & French and the associated companies. It would then
be found that there is no difference between the potency of Triflurin tablets
and that of Stelazine tablets. The analysis would show that there is the same
amount of the active trifluoperazine base in a Trifluorin tablet of a given
strength as there is in a Stelazine tablet of similar strength.

It is significant that Smith Kline & French did not report to the Food
and Drug Directorate the result of the test alleged by Mr. Ross F. Bethel
to have been made last May on two lots of Paul Maney Laboratories. If it
had done so and satisfied the Food and Drug Directorate of the truth of the
tests it is highly unlikely that the Food and Drug Directorate would have
given the associated companies the approval set out in the letter of June 6,
1966, to the Commissioner of Patents to which reference has been made.

It is also significant that the evidence given by Mr. Allmark of the Food
and Drug Directorate did not support Mr. Bethel’s statement.

In Mr. Bethel’s inter-office memorandum, dated December 12, 1966, which
Mr. R. F. Daily, the Vice President and General Manager of Smith Kline &
French enclosed with his letter to the Chairman of the Committee dated
December 12, 1966, it is admitted that the labels on the bottles containing
Stelazine tablets of Smith Kline & French now read

“Stelazine
tablets
trifiluorazine
tablets B.P.”

and, of course, indicate the strength of the tablets in the bottle, for example, 1
mg, 2 mg, 5 mg or 10 mg, as the case may be. Moreover, the label shows, in the
case, for example, of 1 mg tablets, that each tablet contains 1 mg of the active
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trifluoperazine base. Mr. Bethel's memorandum also contained the following
statement:

“The B.P. monograph does not state what the strength must be—only
that the tablets contain trifluoperazine hydrochloride which, of course,
ours do. It is the only form of the chemical practical to use for this
particular dosage form—which is the whole crux of the matter”.

In other words, trifluoperazine hydrochloride being the salt form of the chemical
is the form best suited for making trifluoperazine tablets.

It follows, of course, that if a tablet is to contain, for example, 1 mg of the
active trifluoperazine base, which is the denominator of its potency, the weight of
the tablet, since it is made from the salt form of the chemical, namely, trifluoper-
azine hydrochloride, must be greater than 1 mg.

This fact is recognized and plainly stated in the labels of the bottles
containing “Triflurin” tablets. Attached hereto as Appendix “A” to this part of
the submission is a reproduction of labels of the kind used by Paul Maney
Laboratories on its bottles containing its “Triflurin” tablets in its several
strengths of 1 mg, 2 mg, 5 mg and 10 mg. These show in each case the weight of
the active trifluoperazine base in the tablet and the weight of the trifluoperazine
hydrochloride contained in the tablet as the equivalent of the active trifluopera-
zine base. The information shown on the labels is put in a table as follows:

Amount of active Amount of trifluo-
trifluoperazine perazine hydrochloride

base in each contained in

“Label tablet each tablet
17 "Triflavin % 17 1 mg 1.18 mg
2, Triflurin * 2" 2 mg 2.36 mg
3. Triflurin “ 5” 5 mg 5.90 mg
4. Triflurin “10” 10 mg 11.79 mg”

It should be noted that the labels in actual use show the proper lot numbers for
identification purposes.

The labels used by Smith Kline & French on their bottles of Stelazine tablets
in its several strengths of 1 mg, 2 mg, 5 mg and 10 mg show in each case the
weight of the active trifluoperazine base in the tablet but make no reference to
the weight of the trifluoperazine hydrochloride contained in the tablet. Attached
hereto as Appendix “B” to this part is a reproduction of labels actually taken
from bottles containing Stelazine tablets. It is noted that the label for the 2 mg
tablets does not state that the tablets are B.P. tablets. This indicates that the
label was one that was in use before the Food and Drug Directorate required
Smith Kline & French to make the change.

Thus it is clear, so far as the labels go, that there is no difference between
the manner in which the potency of Triflurin tablets is claimed from that in
which the potency of Stelazine tablets is claimed. Both claim the potency in
terms of the weight of the active trifluoperazine base contained in the tablet. The
only difference is that Paul Maney Laboratories sets out the weight of the
trifluoperazine hydrochloride in the tablets whereas Smith Kline & French does

not.
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Recently, assays were made on lots of Triflurin tablets and also on lots of
Stelazine tablets. The assays showed the percentages in the tablets of the active
trifiuoperazine base claimed in the labels. The assays on the Triflurin tablets
were as follows:

Percentage of

‘Lot number claimed base
Triflurin  “1” Lot 738 100.9%
Triflurin “1” Lot 819 99.2%
Triflurin “2” Lot 792 100.49%
Triflurin “2” Lot 807 101.3%
Triflurin “5” Lot 724 97.49%
Triflurin “5” Lot 790 98.1%
Triflurin ‘5” Lot 791 100.8%
Triflurin “5” Lot 809 100.29%
Triflurin “5” Lot 816 100.6%
Triflurin “10” Lot 793 97.6%
Triflurin “10” Lot 811 98.3%
Triflurin “10” Lot 817 98.5%"

The assays on the Stelazine tablets were as follows:
Percentage of

“Lot number claimed base
Stelazine 1 mg Lot F-6397 99.1%
Stelazine 2 mg Lot I-5508 97.9%
Stelazine 5 mg Lot F-6362 96.1%
Stelazine 10 mg Lot D-6250 98.0%”

These assays prove two facts, namely,

(1) That there is no difference between the potency of the Trifluring
tablets and that of the stelazine tablets.

(2) That the variations in potency are well within the limits of 924 per
cent to 1074 per cent of the British Pharmacopoeia and also within
the limits of 95 per cent to 105 per cent claimed by Smith Kline &
French as stated by Mr. Bethel, on October 23, 1966, as appears on
page 906 of the transcript of the evidence.

The associated companies inform the Committee that a complete report on
these assays was sent to the Food and Drug Directorate.

Moreover, the Food and Drug Directorate has done a great deal of testing of
Triflurin tablets and has not made any complaint with regard to them.

The associated companies again remind the Committee that before Paul
Maney Laboratories’ tender for the supply of trifluoperazine to the Government
of Manitoba for use by the Brandon and Selkirk Mental Hospitals was accepted
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extensive clinical tests of the tablets were made and were found to be very
effective.

So far as the associated companies are aware, there have not been any ill
effects from the use of Triflurin tablets. On the contrary, their effects have been
very beneficial.

Under the circumstances, the associated companies submit that there is no
substance in the charges made by Smith Kline & French and that they should not

be believed.

C
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PART IV

The associated companies believe that the most useful recommendations that
they can make to the Committee for the reduction of the prices of patented
drugs, consistent with ensuring their quality and the safety of their use, are:

1. That section 41(3) of the Patent Act should be retained.

2. That the power vested in the Commissioner of Patents to grant
licences under section 41(3) of the Patent Act, “unless he sees good
reason to the contrary”, should continue to be vested in him.

3. That the co-operation that now exists between the Food and Drug
Directorate and the Commissioner of Patents before the Commis-

sioner grants a licence under section 41(3) of the Patent Act should
be continued.

Respectfully submitted.
Ottawa, January 12, 1967.
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APPENDIX “B”

Dr. Harry C. Harley, M.P.
House of Commons
Parliament Buildings
Ottawa

Canada

Dear Dr. Harley:

The brief submitted to your Committee by Mr. Jules Gilbert makes certain
allegations regarding the position taken by Smith, Kline & French in our
appearance before you. I feel it necessary to answer these allegations, and at
the same time to set straight some of the misconceptions in Mr. Gilbert’s brief.

With regard to the technical issues raised by Mr. Gilbert—notably, the
development of B.P. standards and the procedure we follow in labelling—
I enclose a memorandum prepared by Mr. Ross Bethel, our Technical Depart-
ment Manager. This clearly illustrates, I believe, a fundamental fallacy behind
Mr. Gilbert’s argument, the assumption that the standards set out for tri-
fluoperazine in the British Pharmacopoeia can be equated with those established
several years earlier by this company, standards on which the worldwide
medical acceptance of trifluoperazine has been based.

However, Mr. Gilbert’s position in this matter is, itself, ambivalent. While
his brief appears to defend the absolute validity of the B.P. standards, his
latest price list for his product carries the legend: “All strengths are calculated
as the base equivalent”, and thereby seeks to measure up to the SK&F standards.

I would only add that, as we stated in our brief, assays of Mr. Gilbert’s
tablets have demonstrated both variations in potency and a generally lower
level of potency than ‘Stelazine’. Most of these assays have already been
submitted to you. For convenience, a summary of them, conducted by both
Warnock Hersey and our own company, is attached to Mr. Bethel's paper.

Mr. Gilbert claims that we have misrepresented the relative prices of
our products. Our statement that “selling prices appear to be only slightly
below those of our product” was based on the reported price 5 mg. tablets
paid by a provincial government hospital. According to our information, this
price was $41.80 per thousand plus shipping; the comparable price for
“Stelazine”, purchased in quantity, comes to $43.20 per thousand including
shipping.

Mr. Gilbert considers it a matter of gravest importance that we made
representations to the Food and Drug Directorate asking that the recommenda-
tions of the Hilliard Committee be implemented with regard to trifluoperazine.
Certainly, we believe that these recommendations, made by responsible and
informed medical scientists, should be fully implemented. In particular, the
Directorate ought to extend the safety provisions of the “New Drug” regula-
tions to a subsequent manufacturer of a potent drug until chemical, pharma-
ceutical and clinical equivalence has been established by generally accepted
methods, and also when new or serious side effects have developed with ex-
tended usage. In fact, it was concern about the implications of multiple manu-
facturing and distribution if trifluoperazine which prompted Dr. Eloise Jones
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to raise the problem in Parliament, an action which led to the establishment
of the Hilliard Committee. We would be happy to have the Directorate submit
to your Committee the correspondence exchanged on this subject.

Yours sincerely,

Robert F. Daily,
Vice-President and General Manager.

25514—6
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INTER-OFFICE MEMORANDUM
SMITH KLINE & FRENCH ILA.C.—MONTREAL
December 12, 1966
To: Mr. R. F. Daily,
From: R. F. Bethl,
Subject: Comments in the technical aspects

of the submission of Jules R. Gilbert
to the Special Committee.

The following comments reply to allegations in the paragraphs referred to:

Paragraph 4.3.1.

“Since the product trifluoperazine was innovated by SK&F, they undoubted-
ly wrote the standards or supplied the information for the standards to the
British Pharmacopoeia Committee. Under the circumstances, we believe that
SK&F would set these standards as high as possible.”

SK&F did not write the B.P. standards, and, in fact, have always
taken exception to them. The B.P. monogram appears to ignore the
standards established by ‘Stelazine’ during the several years that ‘Stela-
zine’ was on the market prior to the B.P. publication. For reasons un-
known, the Committee preferred the present misleading statement of
potency. The B.P. limits of 92.5 per cent to 107.5 per cent of label claim
are less stringent than ours of 95 per cent to 105 per cent. There is now
some indication that the B.P. has recognized the need for standardized
expressions of potency as evidenced by a statement by Mr. Johnson of the
British Pharmacopoeial Commission, appearing in the Pharmaceutical
Journal, p. 316, April 2nd, 1966, as follows:

“It was hoped that drug dosages would be quoted in the B.P. in terms

of the active moiety and that manufacturers would co-operate in

expressing dosage forms in that way.”

On this subject I have additional information indicating the short-
comings of expression of drug product potencies in the salt forms rather

than the common denominator of the base,
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Paragraph 4.3.1.

“Further, since the product has been described in thed in the B.P. in both its
chemical and tablet form, it follows that it has been sold long enough and in
sufficient quantity so that a “new drug” status is no longer necessary.”

This statement is without any backing, and represents a very danger-
ous generalization. We are informed that appearance in a recognized
compendium such as B.P. is one of the points considered by the Food &
Drug Directorate in the determination of new drug status, but it is only
one of these considerations, and one which is obviously at variance with
the recommendations of the Hilliard Committee.

Paragraph 4.3.1.

“The objection of SK&F is not as to the purity of the Gilbert product
trifluoperazine, since this aspect is not questioned.”

As we are all aware, the SK&F objection is that this product purports
to be the equivalent of ‘Stelazine’ tablets and is in fact not, since (1) its
potency is considerably below the SK&F standard; (2) no clinical work to
our knowledge has been submitted to prove equivalency; and (3)
by Mr. Gilbert’s admission, knowledge is lacking as to the mode of
manufacture of the basic chemical.

I attach a summary of the test results of the Gilbert product in
support of the above statements.

Paragraph 4.3.2.

“We know further that they (SK&F) have instigated investigations by the
Directorate to check our quality and label.”

No such requests have been made.

Paragraph 4.3.2.

“We now find that ‘Stelazine’, the SK&F product, has been misbranded and
is still improperly labelled.”

Our ‘Stelazine’ labelling over the years has consistently met Food &
Drug requirements. Our present label reads as per attached copy. As
shown above, ‘Stelazine’ tablets were being used and established proper
potency and effectiveness levels and expressions well before the B.P. The
appearance of the B.P. monograph confused the picture, but, as shown
above, this is now recognized, and future monographs will probably
follow the present policy of expressing all potency levels in terms of the
base. Qur labels have always and consistently expressed this.

The B.P. monograph does not state what the strength must be—only
that the tablets contain trifluoperazine hydrochloride which, of course,
ours do. It is the only form of the chemical practical to use for this
particular dosage form—which is the whole crux of the matter. To pro-
duce a good pharmaceutical product a formulator will use the chemical
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form best suited to each dosage form, so that in tablets he might use a salt
form such as the hydrochloride, in suppositories he might use the base, in
liquids he might use another salt form, say the maleate. But so that the
physician might correlate the potency and dosage from different dosage
forms, a common denominator of expression must be used. This common
denominator is the active moiety of each form, that is, the base. (

It is perhaps significant that Jules R. Gilbert Ltd. does not offer a
complete trifluoperazine product line, but only the most profitable items,
those which do not require a New Drug Submission. It is interesting to
speculate on the dilemma which the Gilbert philosophy on potency would
pose if a full line were in fact offered, since one salt form is not appropri-
ate for all dosage forms.

We have some time ago advised the F.D.D. that we intend to remove
the B.P. designation from our labels. The reason is obvious. Gilbert has
come along and completely, and perhaps deliberately, clouded the whole
matter. His inference is that his product is of the same potency as
‘Stelazine’ tablets, (of course, by formulating to 18-20 per cent lower than
the ‘Stelazine’ standard, the batch yield is very considerably increased).

In view of the stong position advanced by Mr. Gilbert for the salt
potency stand, it is surprising that in his most recent literature on
Triperazine he states that he is now formulating in terms of the base. This
means that a patient receiving the Gilbert tablets of intermittently old
and new formulation could receive as much as 20%-30% swings in i

potency.

Paragraph 4.3.7.

“We really try hard to emulate.”
“We already have plans for individually identifying each tablet with our
own mark so that there can be no mistake as to the source of the product.”

We can only agree with the first statement. If the statement of
intention is also true, it will represent the first time there has been any
indication of this change of heart. We can only hope Mr. Gilbert will also
change the colour and/or size and shape of his product to ensure that
there is no mistake as to the source.

R. F. Bethel.
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TRIFLUOPERAZINE TABLETS—GILBERT

Summary of Laboratory Examinations

Lot K154 — 5 mg.
From Nova Scotia Hospital, Dartmouth, N.S.

SK & F test: Average 88.89 trifluoperazine
Range 82.0-91.9 — 10 assays
Warnock Hersey test: Average 83.59% trifluoperazine

Range 76.5-87.T — 10 assays

Very similar to SK & F ‘Stelazine’ tablets in appearance and colour, no
monogram

Lot 605 — 2 mg. — bottle of 50 tablets

From Toronto

SK & F test: Average 75.89% trifluoperazine
Range 65.3-91.3 — 11 assays

Warnock Hersey test: Average 87.99% trifluoperazine

Range 83.4-96.9 — 10 assays

Colour and appearance very similar to SK & F ‘Stelazine’ tablets, no
monogram

Lot 605 — 2 mg. — bottle of 100 tablets
From Vancouver

SK & F test: Average 78.49% trifluoperazine
Range 66.8-89.5 — 10 assays

Warnock Hersey test: Average 80.69% trifluoperazine
Range 70.4-92.2 — 10 assays

Colour and appearance very similar to SK & F ‘Stelazine’ tablets, no
monogram

Gilbert mail piece, copy attached, indicates potency claim calculated on the
base. Our tests and those of Warnock-Hersey, calculated on the base,
therefore indicate a product well below acceptable limits.

December 9th, 1966
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MINUTES OF PROCEEDINGS

TuUESDAY, January 17, 1967.
(38)

The Special Committee on Drug Costs and Prices met this day at 10.00
o’clock a.m. The Chairman, Mr. H. C. Harley, presided.

Members present: Mrs. Rideout, and Messrs. Brand, Harley, Howe
(Hamilton South), Howe (Wellington-Huron), Isabelle, Orlikow, Rynard,
Tardif, Whelan (10).

In attendance: Mr. W. A. Wilkinson, President of Prescription Services Inc.
and Mr. Richard R. Walker, Q.C., Legal Counsel, both of Windsor, (Ontario).

Also in attendance: Mr. A. M. Laidlaw, Q.C. of Ottawa, Legal Counsel for
the Committee.

The Chairman introduced Mr. Wilkinson who, in turn, introduced Mr.
Walker.

The Committee proceeded to the consideration of the brief of Prescription

Services Inc. and of the memorandum presented this day to supplement the
brief.

Mr. Wilkinson made preliminary comments.

Agreed,—That the brief and the memorandum be printed as an appendix to
this day’s proceedings (See Appendix “A”).

Mr. Wilkinson and Mr. Walker were questioned.

The Chairman informed the Committee that a Notice of Motion received
from Mr. Orlikow will be considered by the Steering Committee.

On behalf of the Committee, the Chairman thanked the witnesses for their

presentation, and at 11.40 a.m. the Committee adjourned to 3.00 p.m., Monday,
January 23, 1967.

Gabrielle Savard,
Clerk of the Committee,
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EVIDENCE
(Recorded by Electronic Apparatus)

TuESDAY, January 17, 1967.

The CHAIRMAN: Ladies and gentlemen, we will proceed with our meeting.

There is some correspondence and other matters that I think perhaps should
be dealt with, at the next meeting. We will proceed first with the witnesses we
have before us this morning. We will discuss various things, one of which is a
motion Mr. Orlikow wishes to put before the Committee, at a later time today
when we have a quorum.

We have before us this morning the brief of the Prescription Services Inc.,
as represented by the President of the organization, Mr. Wilkinson. I will ask
him to make an opening statement and to introduce himself and the other
gentlemen with him. Mr. Wilkinson.

Mr. W. A. WILKINSON (President, Prescription Services Inc., Windsor):
Thank you, Mr. Chairman. Mr. Chairman and members of the Committee, my
name is William A. Wilkinson and I am the President of Prescription Services
Inc., the operators of the Green Shield Prescription Plan. With me is the general
counsel of the corporation, Mr. Richard R. Walker, Q.C. Mr. Walker has acted for
the corporation since its incorporation and he represents many pharmacists and
physicians in their business and personal affairs. Over the years Mr. Walker has
made a special study of the Ontario Pharmacy Act. Because of his close associa-
tion with the Green Shield Plan and with pharmacy, he is conversant with most
of the matters concerning prepaid prescription plans and I would hope that Mr.
Walker will be able to answer some of the question you might ask.

I would like, if I may, to make several preliminary comments in connection
with the brief which we have submitted. In the first place, let me say that we
who operate the Green Shield Prescription Plan are equally as concerned with
the costs of drugs as this Committee. It is clear that as the cost of drugs increase
or decrease, the cost of benefits paid through this plan will increase or decrease
in the same proportion. Where we may differ, however, is in determining the
ultimate goal and whether an effective program to reduce drug costs is possible.
So far as actually instituting a program to reduce drug costs, may I point out to
the Committee that during the period in which this Committee has been sitting
and reviewing the matter the cost of prescription drugs has risen. I can give the
Committee several examples of these increases if you wish. My main point,
however, is that notwithstanding the publicity that has been given to the issue
by the establishment of your Committee and by the testimony of the witnesses
who have come before you, nevertheless the price of drugs has, in fact, increased.
For that matter, the price of drugs has been increased by the act of the
government itself in increasing the federal sales tax. Thus I say that I have grave
doubts as to whether or not it is possible to effect a drug cost reduction program.

1847
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However, we at Green Shield feel that the real issue lies not with the cost of
drugs alone. If, in fact, some member of the public is unable to afford the
purchase of a drug, a reduction in cost of that drug will not make him better able
to purchase that drug unless it is a significant reduction, say, as much as 25 per
cent or 50 per cent. An over-all drug cost reduction of this significance is, I
suggest, not realistic and, perhaps, cannot be effected. This being the case, what
solution can be provided for those persons who by the nature of their illness are
required to purchase drugs over a long-term basis, and what program can be
devised for those who are required to purchase a great deal of drugs through a
short-term period? It is to answer these particular questions that the Green
Shield Plan has been developed. It is our view, and we suggest that the record of
our plan supports that view, that the prepaid prescription plan is an answer to
these problems of heavy short-term and long-term drug requirements and, thus
meet the fundamental public problem.

I believe that some testimony was given before this Committee concerning
cystic fibrosis patients and I think that the Committee might be interested to
know that there is no exclusion under our plan working against the subscriber or
their dependents who suffer from this disease. I quote this as a matter of interest
and, as a specific example: A child in south western Ontario who is a cystic
fibrosis patient, during the period between August 8, 1966 and December 31,
1966, which is a period of five months, received benefits from the Green Shield
Plan, in the form of prescriptions dispensed for this child, in the amount of
$834.11 while for the same period, the premiums collected for the child were 65¢
a month for five months or a total of $3.25. Again, I suggest that this is an
example of how a prepaid prescription plan works to resolve these fundamental
public problems.

I would like, if I may, to call your attention to a typographical error on page
11 of our brief, line 5 on the right hand side; $2.55 should read $3.12.

Mr. Chairman, that is my opening statement.

The CHAIRMAN: Thank you, Mr. Wilkinson. Is it agreed that the brief and
the memorandum of today be printed as part of today’s record?

Some hon. MEMBERS: Agreed.

The CHAIRMAN: As a side attraction this morning for any of those who have
or have not seen these—and I know Mr. Wilkinson is very active and very
interested in this—this is a new childproof bottle which is designed in such a
way that it is very difficult for a child to open, and for some adults. They are
here if anybody wishes to see them. You open them by palming them and
turning the top.

The meeting is open for questioning.

Mr. RYNARD: Mr. Chairman, on the second page of Prescription Service
Inc.’s brief, I see down on the centre of the page the following statement:

Green Shield pays for these on prescription. P.S.I., W.M.S., Blue
Cross does not.

I am wondering if Mr. Wilkinson could tell us to what extent they pay for
doctors’ services. I know of cases where people who are insured go to a doctor
with a runny nose or a cold and request a prescription. There is a charge of $3 or
$4 for the call; then they go to the drug store and you people pick up the tab on
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it. Does this sort of thing increase your costs markedly? There must be a
percentage of people, at least, who go to the doctor and say that they are not
going to pay for this; they request a prescription from the doctor, and then you
have a doctor’s fee as well as the fee for the drug to pay. Others may slip down
to the drugstore and gets their benadryl and that is the end of it.

Mr. WiLkINSON: If I understand your question, Dr. Rynard, I think what you
are asking is in the case of a physician’s plan where the patient has free access to
the physician and may go at any time he chooses,—

Mr. RyNARD: That is right.

Mr. WILKINSON: —and has access to medicine as the result of a prescription,
does this increase the utilization.

Mr. RynarD: That is right. That is much better put.

Mr. WILKINSON: And if the increase of this utilization is real use or abuse?
Mr. RYyNARD: That is right.

Mr. WILKINSON: I think perhaps that this problem is more apparent than
real. There are, of course, hypochondriacs and there are those persons who
just do not feel that they have filled out their week properly unless they have
gone and sat in a doctor’s office. These people have always been with us and they
are always going to be with us. As to whether this is abuse, every medical plan
whether it be the hospital plan, a physicians’ plan or a medicine plan—a
prescription plan—depends at its initial stage on the integrity of the physician;
without physician integrity we can have no plan. If this patient did not need this
medication, he should have been told so and a prescription should not have been
written. In our experience this is the case. I could say that a study of utilization
within the Green Shield Plan, in our own case, indicates that there is a greater
per capita utilization than what, say, the DBS says is the normal per capita
utilization. I do not believe, though that it is that much that it is a real problem.

Mr. RyNARD: I am very glad to hear this. In defence of the physician, may 1
say that it is pretty hard for the physician to control somebody who comes in,
says he has a bad cold and has been accustomed to taking certain medication for
it. The doctor who looks the person over may be in a hurry but he realizes the
patient has a cold and for the sake of good doctor-patient relations he gives the
prescription. This is the point that I am making. However, you have already said
that this is a very small percentage of your total.

I think that if you revert to the New Zealand figures, you will note it made
a substantial difference there. I remember being in a doctor’s office in New
Zealand one night when somebody called up on the telephone. This person had to
come down to the doctor’s office, the doctor wrote out a prescription, and for
writing the prescription he received a fee of $1.50. The patient then went to the
pharmacist and there was a fee there of 25¢. I do not think the actual drug cost
one-third of that. This is the point I was trying to make.

Mr. WiLkinNsoN: I think, doctor, there is also this factor in far more cases, I
might say, than those which you cite; the patient, in using a prescription plan, is
acquiring bona fide required medication that he would not normally have been
able to get. I agree that there are bound to be abuses. I could quote a figure if it
would ease your mind at all. Our per capita consumption of prescriptions over
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the 12 month period ending October 31, is .3171 prescriptions per person per
month. If you multiply this by 12 you will find that this is just under four
prescriptions per person per year. This is not too far out of line with what the
DBS says the per capita is at the moment. It is more an apparent problem than
it is real.

Mr. RyNaARD: Thank you.
The CHAIRMAN: Dr. Isabelle.
Mr. IsABELLE: Can any druggist become a member of your organization?

Mr. WILKINSON: Yes, sir. Pharmacists may become members of the Green
Shield Prescription Plan or Prescription Services which is the parent organiza-
tion provided those who make application are registered pharmacists within
their own jurisdiction?

Mr. IsABELLE: Is that the only requirement?

Mr. WiLkINsON: That is the only requirement. No money even changes
hands for a membership.

Mr. ISABELLE: You are paying the pharmacist’s fee on a professional basis?
Mr. WILKINSON: Yes, sir.

Mr. IsABELLE: Do you have any fixed fee for the pharmacist?

Mr. WILKINSON: Yes, sir.

Mr. ISABELLE: Is it $1.65?

Mr. WiLKINSON: The fee figures out as a net of $1.65, but I would like to take
a moment to explain how we arrived at this. Qur formula is based on the cost of
the ingredients and the cost of the ingredients is defined as the manufacturer’s
suggested list price less 40 per cent; or in a case where there is no list
price, the wholesale price as published in the manufacturer’s catalogue becomes
the cost price. It is a standard, arbitrarily fixed price by our corporation; it has
been done so in order that we could computerize. To this we add a fee of $1.70.
The pharmacists collect 35 cents from the patient at the time the prescription is
filled, so now we are at cost plus $2.05. When we pay the bill to each pharmacist
we deduct 40 cents a prescription from him, which is approximately 10 per cent
of the average price of the average prescription. This brings the $2.05 back down
to $1.65. So when the dust has settled, our pharmacist is being paid cost, by
definition, plus $1.65.

Mr. IsABELLE: Is the only criteria for a druggist belonging to your organiza-
tion that he must be a registered pharmacist?

Mr. WILKINSON: That is the criteria, but once he has agreed to this he signs a
contract with us.

Mr. ISABELLE: Oh, well, that is it.

Mr. WILKINSON: But this contract can be cancelled by either side on 30 days
notice.

Mr. WALKER: The one additionz;l thing, of course, is that the pharmacists
agree to accept the cost plus $1.65 net fee arrangement. Otherwise we would
have no way of controlling the cost of benefits.
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Mr. IsaBeLLE: Well I must agree with you on this plan. I must say that I was
amazed when I first heard of it. A few patients around Ottawa who had this plan
came to my office and they were very, very satisfied. As a matter of fact, I think
this is a real plan for large families because apparently they do not have to pay
too much and it is on a yearly basis.

Mr. WILKINSON: We are not very big in Ottawa. We have only 384 families
and they are principally in the dairies. I do not know whether you want to know
what dairies they are.

Mr. IsABELLE: We have so many?

Mr. WiLkKINSON: Well, there is Borden’s, Clark’s, Pleasantview and Pro-
ducer’s. There is also the branch plant of the Drug Trading Company in Ottawa.
We are not very strong in Ottawa. We do have 270 other groups in the plan and I
have brought with me a list of these groups.

Mr. IsaBELLE: Do you limit yourself only to Ontario?

Mr. WiLkINsoN: No, sir. We operate from coast to coast and we have
subscribers all the way from Moncton to Burnaby. We have almost the whole
town of Lynn Lake, Manitoba at the Sherritt-Gordon mine there; International
Nickel has just negotiated Green Shield into their most recent contract at
Thompson, which becomes effective on the 1st of March. We operate across
Canada. In actual fact, if it might be interesting to you, Mr. Chairman, during
the 12 month period which has just ended October of 1966—these are the last
available figures—we processed 338,613 prescriptions during the year for
a premium collection of $1,408,000. We paid out to druggists $1,179,000 for
medicine. I think that any time that a single organization is buying $1} million
worth of drugs in a single year it is a plan which is in successful operation.

Mr. Howe (Wellington-Huron): This is an interesting brief. You bring out
what we have found in the meetings we have had, that deciding what to do about
the cost of drugs is a pretty difficult thing. You state at the bottom of page 3 a
few areas in which you do feel there might be something done. It says:

(g) That drugs have been overpriced as a consequence of profiteering and
if so by whom?

Now, do you think this is happening?

Mr. WALKER: I do not think that we were trymg to suggest that, sir. What
we were trying to point out is the difficulty in getting the point of reference: On
what basis are you judging whether drug costs are high, low or indifferent? We
simply put it up as an example. We are not suggesting anybody is profiteering;
we are simply saying that presumably if one could establish that that would be a
point of reference on which you could say that drug costs were too high.

Mr. Howe (Wellington-Huron): There have been some outstanding exam-
ples which some of the members have brought up where there has been a
tremendous difference in the cost of the same drug at different drugstores. But
do you agree this is not the general rule?

Mr. WILKINSON: I agree.
Mr. Howe (Wellington-Huron): These are the exceptions?

Mr. WILKINSON: It would seem to me that they are the exceptions. As you
probably know, I am a pharmacist. I have spent 34 years as a practicing
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pharmacist and until two years ago I spent full-time at it. I still keep a very
close association with my drug store for the simple reason that my partner, who
is a new purchaser, has a very substantial mortgage in my favour, so I keep a
very close tab on the retail drug trade. I would agree with you, Mr. Howe, that
where there appears to be this great differential in price it is the exception.

Mr. Howe (Wellington-Huron): You also mention that drugs have been
overpriced because of the application of taxes. Then you go on to say that when
this is all broken down over the whole cost of drugs it does not mean too much in
the individual case. Is that not true?

Mr. WILKINSON: Could I come back, Mr. Howe, to the top of page 3, the last
sentence in the first paragraph, where we say:
: For example, when one talks of the cost of drugs being high what in
fact is really meant?

We are asking a question.
Does it mean that:
—and then we list these as questions as opposed to statements.

: Mr. Howe (Wellington-Huron): And do you not go on pretty well to answer
them in subsequent paragraphs?

Mr. WALKER: What we attempted to do, though, was to simply point out that
‘when you raise the question in the first instance you get into complications in the
answers. For example, if you took item A and say that one drug is more
expensive than another, it depends, of course, on whether you need it. For
example, in a very personal sort of way, I am quite satisfied that my wife would
not be alive today if it were not for antibiotics. So what does it matter what the
cost is so long as you get the drugs, and this is a complication in trying to
determine whether that is a high or low cost. It depends on what your need is at
the time. So what we are really saying in the Green Shield plan is this: that we
must deal with the facts at the market place; we live in a market economy; there
are drugs that are sold; there are drugs that are required, and we have attempt-
ed to develop a plan which will give the public the opportunity to budget their
cost against illnesses they know are going to occur, because unfortunately they
will, and budget their costs against a heavy short-term cost or a heavy long-term
cost.

Mr. Howe (Wellington-Huron): There was one other thing you pointed out
on page 13 that I think is quite significant, namely, that there is probably too
much money spent on advertising. You suggested that advertising and promotion
costs to manufacturers should be restricted to 15 per cent of their gross sales.
Then further on down you indicate that that might mean 30 cents a prescription
for people who are buying drugs, if we got the advertising down from 28 or 29 to
15 per cent. So is it not true that in the individual drug costs it is pretty difficult
to pinpoint how you get these costs out?

Mr. WiLkinsoN: If I could make one correction, Mr. Howe, that 30 cents is
the total figure. Assuming a reduction in selling cost—

Mr. Howe (Wellington-Huron): Oh yes, sales tax, too.

Mr. WILKINSON: —down to 15 per cent and assuming a total remission of the
sales tax, this only comes to 30 cents a prescription. So this is in itself not a great
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deal of money on a prescription basis; and if you spread it over on a per capita

basis it would come to less than 9 cents per month per person over 20 million
people in Canada.

Mr. WALKER: Another way of looking at it is if the drug costs $5 and its
price is reduced by 30 cents, if you could not afford to pay $5 you could not afford

to pay $4.70 either. So again reducing the price on that individual drug does not
answer the problem.

Mr. Howe (Wellington-Huron): This is what I have felt all along. How do
you promote your plan? Do you send material out to doctors or druggists?

Mr. WILKINSON: We have a salesman who operates a sales agency on this.
Since we only deal with groups of individuals in employment pictures then our
problem is to sell industry and to sell labour. This must be done in such a way
that the major effort in any individual case takes place just prior to labour
negotiations for that company. We hope that we have been sufficiently successful
in our sales talk to labour and management that the Green Shield plan will be
included in the amendments of the new collective bargaining agreement, that it
will be bargained into the agreement as a fringe benefit and that it will become
effective as a fringe benefit. Now there is no other way of selling this plan other
than the normal effort that can be made in receiving invitations to speak to
groups, various service clubs and making appearances in various places of this

nature. I do a great deal of that and our Mr. Featherston works almost entirely
within the labour movement.

Mr. Howe (Wellington-Huron): Is it just available to groups, not to in-
dividuals?

Mr. WiLKINSON: Yes, it is only available to groups.

Mr. Howe (Wellington-Huron): Are any of the civil organizations in any of
the provinces or in the federal civil service in your organization?

Mr. WiLKINSON: No. The civil servants, as you know, have their own plan
which is a major medical type of plan, which I understand is administered by
one of the insurance companies and is underwitten by a syndicate of some 19
insurance companies. It is quite a different plan, it covers hospitalization, medi-
cal, major medical and certain prescriptions with deductible and co-insurance
factors in the contract—and it is a reimbursement plan as opposed to a prepaid
plan.

Mr. Howe (Wellington-Huron): Do you have any munlclpalmes organiza-
tions?

Mr. WILKINSON: Yes, we have police associations in municipalities and a
number of utilities commission in various communities.

: Mr. Howe (Wellington-Huron): Any retail travellers associations or any-
thing like that?

Mr. WiLKINSON: We do not have a retail travellers association but it would
be possible.

Mr. Howe (Wellington-Huron): Commercial travellers, I mean.

Mr. WiLkiNsoN: It would be possible. If they were interested we could make
it applicable.
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Mr. RYNARD: Mr. Chairman, I have a supplementary to that question. Under
this plan could you take in a whole township, headed up with a reeve and
council, as a group?

Mr. WALKER: You mean the municipal authority?

Mr. RyYNARD: That is right.

Mr. WiILKINSON: We have that.

Mr. WALKER: Yes, if it formed a group.

Mr. RYNARD: The ratepayers?

Mr. WILKINSON: No, not the ratepayers.

Mr. RYNARD: Why not?

Mr. WILKINSON: Well we could if this were to arise, yes. We would have no
objection to taking in all of the ratepayers provided someone could guarantee
that this could become a condition of livipg within this township.

Mr. WALKER: And someone would have to undertake the collection of the
premiums so that you would know you had a constant situation.

Mr. RyNarD: Well the municipality could do that itself; they have the
machinery to collect them with the taxes.

Mr. WALKER: Yes but legally they would not be authorized to do it—not in
the province of Ontario at the present time, anway. You could not add it to a tax
bill.

Mr. RYNARD: They could not add it to a tax bill?

Mr. WALKER: No.

Mr. RyNaRD: I doubt if they could add anything to a tax bill the way they
have gone up.

Mr. IsaBELLE: Could you give us a rough figure of what it could cost a family
of four: the father, the mother and two children about 10 years of age?

Mr. WILKINSON: Dr. Isabelle, if you will open this green folder at paragraph
15 you will find the rates. They are not calculated for you so I will do it. It is
$1.90 for a single person; $3.80 for a man and his wife; $4.45 for a man, wife and

one child; $5.10 for a man, his wife and two children and $5.75 for a man, his
wife and three or more children.

Mr. ISABELLE: Ip other words it comes up to about $70 a year.

Mr. WILKINSON: Yes, if you have a maximum family. To put it another way,
doctor, over the same period which I read a few moments ago, on a per person
per month, basis—which is the only way you can gather data on a prepaid plan—
we achieve a premium of $1.313 per person per month for every man, woman
and child within the plan.

Mr. Howe (Hamilton South): Mr. Chairman, a couple of questions have
come to my mind. You say, cost plus $1.65?
Mr. WILKINSON: Yes.

Mr. Howe (Hamilton South): In other words, the druggist gets $1.65 for
dispensing his prescription.
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Mr. WILKINSON: Yes; he achieves this on every prescription.

Mr. Howe (Hamilton South): Does he suffer any average loss by so doing
over what he nets now with his retail price plus his dispensing fee, whatever it
is, in the particular area in which he is working?

Mr. WALKER: To start off with, Dr. Howe, you would have to know what
each individual druggist’s volume was and what fee or gross profit method he
was using and measure it in each case. It would be very difficult to come up with
any kind of an opinion on this question.

Mr. Howe (Hamilton South): But the thing is this: if anybody is taking any
kind of loss on this it would be the retail druggist, not the manufacturer. I said
“if” anybody is taking a loss.

Mr. WALKER: Yes, because we are working on the manufacturer—

Mr. Howe (Hamilton South): It does not hit the manufacturer at all; it hits
only the retail druggist.

Mr. WALKER: We are working on the manufacturer’s list price.

Mr. Howe (Hamilton South): Yes. Although that does not change, the
druggist’s retail price could vary.

Mr. WALKER: Yes.

Mr. Howe (Hamilton South): Now, just to hit this from the opposite angle,
this cost seems to be an extremely variable thing. You are allowing cost as being
list less 40 per cent. You accept that, and yet we found out in the investigation of
librium, for example, that if it is bought in 5,000 lots the druggist gets it for
$4.68, whereas at list less 40 per cent it would be $7.20, so he would, therefore, be

making approximately another $2.50 over and above the $1.65 if he were buying
it'in 5,000 lots.

Mr. WiLKINSON: This is true, doctor. This prevails in many other items
besides librium.
Mr. Howe (Hamilton South): I am aware of that. I only exemplified this

because I happen to know these particular figures, but there are many others

where they are allowed 40 plus 10 plus another percentage on quantity buying,
are there not?

Mr. WILKINSON: Yes. As I stated before, it is necessary for the plan to have a
standard set definition of cost or we cannot go into the monster—the computer
—to do automatic pricing or pricing by projection. The usual cost to the
pharmacist is list less 40 per cent, with the exception of special deals such as you
mention, and with the exception of cases where the pharmacist is required, in
getting dribs and drabs, to go to the wholesale and accept a price from the

wholesale which, in effect would work out to be list less 25 per cent or 28 per
cent.

There are a great many of these cases, especially among the small communi-
ty pharmacists, where they have to deal with the wholesaler and where they are
unable to exercise any leverage as the result of bulk purchasing. We have found
by experience that we can live with the pharmacist and the pharmacist can live
with us if we give him a straight list less 40 per cent across the board, let him
accept the little additional profit he makes by buying his deal in quantity, and let
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him lose some of that on some of the other items where he must fill in from his
wholesaler. I will be the first one to agree that this is not a precise way of
establishing cost. On the other hand, it is a very practical way and it is a way
that has been accepted, and it permits us to operate.

Mr. Howe (Hamilton South): Of course, I will not accept the premise of the
word “little”. Two dollars and fifty cents extra over and above $1.65 is more than
100 per cent of the profit that should have been made, so it is not a little item in
many instances.

Mr. WALKER: I think you are making an assumption there, doctor, that every
pharmacy is in a position to engage in bulk buying in the way that you describe.
Our point is that we must establish a cost in order that we can regulate it and
computerize it. There is no point in trying to establish a cost based upon the
buying power of the largest pharmacy chain in the country, because that would
simply reduce the cost as far as the small individual community pharmacy is
concerned and he would be put out of business.

Mr. Howe (Hamilton South): Therefore your big druggist is going to be
making more money, so this is no special deal; this is actually penalizing your
small man.

Mr. WALKER: Again doctor, dealing with the facts at the market place, that
has not changed a bit. That prevails in any form of commercial enterprise in this
country; those who sell more of something get larger discounts. We do not
control that; we are simply saying that is the market place, we live with it.

Mr. HowE (Hamilton South): That does not mean that I have to like it.

Mr. WALKER: Oh, no. It does not mean that we have to like it either, but we
have to live with it. That is the difference.

Mr. Howe (Hamilton South): I hope that this Committee will prove that we
do not have to, because I think this is very unfair. This happens in doctors’ offices
with injectables, too. If you buy one you get a certain price; if you buy 3 you get
another 10 per cent; if you buy 6 you get one free; and if you buy 12 you get 3
free and another 10 per cent off. And this, to me, is penalizing the small doctor
the same as this is penalizing the small druggist. He is making less money
because he is unable to buy in large quantities, and yet he is doing the same
work and putting out the same prescription with the same degree of effort—and
perhaps more—and making less. I am not criticizing you. I am making a
general comment on the economics of this country.

Mr. WALKER: In reply to your general comment, if you can succeed in
reducing that cost, that is fine with us because our price will go down automati-
cally. We are only suggesting that you may not be able to achieve a significant
reduction.

Mr. Howe (Hamilton South): This is likely true, but still we bat our heads
against this brick wall in an attempt to do something, do we not? By the way, I
was not criticizing you and I do not want you to think I was. It is a system I do
not like; I have not liked it for many years because I still think that what we are
doing is penalizing the small man by our system. This is all I was commenting
on.
Do you have any restrictions on the type of drugs that can be prescribed?
Do you have a formulary?
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Mr. WILKINSON: No, we do not believe in formularies for reasons which, if
you want to go into it, I will explain, but we do have exceptions, and these
exceptions are contained on page 10 of this pamphlet. They fall principally into
four or five categories. They are prosthetic devices and first aid supplies—and
you may think it is unusual that we should put prosthetic devices in there. I am
sure that in some cases there are physicians—and no reflection intended—who
will prescribe a trip to Florida and write it on a prescription. We have had
prescriptions for wooden legs, a wooden arms, braces and all kinds of things
which are not really medicines. We do not pay for vitamins. The vitamin
business is one of its own, and if we were to include vitamins—and I think the
vitamin business in Canda today is roughly $40 million—we would really have
the situation that Dr. Rynard was talking about; the doctors’ offices would be
flooded with patients who just wanted their monthly supply of vitamins.

We do not pay for proprietary or patent medicines which have a patent
number on them for obvious reasons. In the first place, physicians do not
precribe them; in the second place, it is not a prescription.

We do not pay for medications which, although they may be on the open
market, are normally sold in places other than drug stores. I am thinking in
terms of mouth washes. You can name half a dozen of these television commer-
cials that you are seeing today. We do not pay for these even though they are
written by a doctor and signed as a prescription.

We will not pay for birth control pills. We do not pay for any injectable
medicine of any nature, insulin included.

Other than these, we pay for almost everything in the compendium. It runs
about 94 per cent of the prescriptions that are written. In spot checks that we
have done there are about 6 per cent that turn out to be items in these four or
five categories—this is prior to birth control pills, I should say.

‘We have some control over the quantities that the plan is willing to pay for.
This is not to say that we wish to dictate in any way what the physician may
prescribe. We will pay for the smallest treatment package—sometimes called the
smallest treatment package—and in this case I am thinking of such things as 16
achromycin, 24 prostaphlin, 2-ounce bottle of bicillin, this type of thing that is
packaged in a normal treatment. We will pay for this on any one prescription or,
where there is not a small treatment package, we will pay for 34 days continuous
use or whatever the doctor ordered, or whichever is the least of those three. We
are always in hot water on this because somehow or other we get accused of
trying to dictate the practice of medicine, and I go to great lengths to point out
that we are not attempting to dictate, in any of these regulations, what the
physician in his own judgment may decide that that patient needs. All we are
saying is that in accordance with our premiums paid we are willing to pick up a
tab for that much of it.

Mr. Howke (Hamilton South): You say that it is limited to 34 days. You were
talking earlier about cases of cystic fibrosis and I am sure that this medication is
continuous.

Mr. WILKINSON: It is limited to 34 days on one prescription, doctor. Then he
can get the prescription again.

Mr. WALKER: But he must go back to the doctor to have the prescription
repeated.
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Mr. Howe (Hamilton South): Oh, I see your point. You will allow the doctor
to write one prescription for a 34-day treatment—say 100 tablets at the rate of
three times a day which, in round figures, is 34 days—and then he must go back
again.

Mr. WILKINSON: Or the physician must authorize it in some legal way.

Mr. Howe (Hamilton South): In other words, a renewal of a prescription by
the druggist phoning, say, in the case of tranquillizers or some such thing as this,
is allowed?

Mr. WILKINSON: Yes, if it is a legal repeat. If it is a substance which
according to the Food and Drugs Act, or the Narcotics Act, or the Control Drug
Act that you may repeat by giving your permission on the telephone, we accept
this.

Mr. WALKER: In other words, as long as the doctor re-exercises the discre-
tion; it is up to the doctor to say. “I want the patient to have this.”

Mr. Howe (Hamilton South): Is there any limitation as to any make or
brand?

Mr. WILKINSON: Just what the doctor ordered.

Mr. Howe (Hamilton South): It is strictly what the doctor ordered. There is
no restriction; in other words, that some drugs must be generic brands or
anything like this?

Mr. WILKINSON: No, sir. We refuse to get involved in the generic versus
trade names controversy.

Mr. Howe (Hamilton South): I was not trying to get you involved in a
controversy; I was trying to get you to save money in some instances if this
were possible. But then you would run up against the objections of the doctors
in some instances.

© Mr. WALKER: The single point is this: If the doctor writes the prescription,
what he puts down is what is dispensed, as it is dispensed in any other drug
store or any other pharmacy on any other program.

Mr. Howe (Hamilton South): I will not impinge on some questions that I
think are going to be asked.

Mr. OrLIKOW: I am not going to ask too many questions, Mr. Chairman.

From what I have read of the brief and what I have heard of the testimony
this is a good insurance plan as far as it goes. It works, I gather, in much the
same way as non-profit medical insurance plans like P.S.I. in Ontario or the
Manitoba Medical Service in Manitoba. I can understand why the plan says that
in order to participate a person has to be part of an occupational group in some
plant or some organization where the monthly premiums can be collected. I can
understand the difficulties that you indicated in answer to Dr. Rynard’s question
in respect of enrolling a whole municipality because if a municipality cannot,
and I am sure it cannot by law require every person to pay three or four dollars
a month, then, or course, they cannot make the payments and you could not
finance it. I am favourably impressed by what you are doing on a voluntary
basis.
/At the same time I am a little concerned with what I detected as a note of
defence of parts of the industry with which you are not really concerned. I think
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it was Mr. Walker who said that if his wife had not had antibiotics she would not
be alive and therefore the price was not too important. That is true up to a point
but if a person has to take a drug regularly—and there are many people who
have to take cortisones, tranquillizers and in some cases antibiotics, and they
have to take them for a long period of time, if not for life—then the question of
what they pay becomes very important. I was looking at some testimony given
before the Kefauver Committee a few years ago, Mr. Chairman. I am just going
to give one example. Before that Committee, McKessons and Robbins, which is a
big company in the United States, testified that a person taking prednisone,
which is one of the important forms of cortisones, and buying a hundred a month
of their product from a retail druggist, would pay about $3.50 a month; if they
used one of the brand names put out by Schering or Upjohn or Merck they
would be paying $27 a month. The difference between $3.50 and $27 a month to
most people, and particularly to the kind of people that your organization serv-
ices, the wage earners, that is a very substantial amount of money. I am not
saying it is your fault. All I am saying is that this question of whether drugs can
be supplied to the consumer at lower prices is very important. I can understand
your point of view and as an ex-druggist I can understand the retail druggist’s
point of view, that it is not for him to substitute a generic brand when the doctor
prescribes a brand name; that is something that the doctor has to do. I can
understand that, but I am a little concerned when you, as I listened to your
testimony, seemed to indicate that these things were not important.

Mr. WALKER: If I may be so frank, I think you put some intent into some of
my wording that was not there. When I made the reference to the antibiotics for
my wife I simply tried to pose the difficulty that arises when you discuss that
question. For example, you put the problem very neatly because on the one side
you have the problem that if the drug is required, the cost of it does not matter,
if that is what is going to keep you alive. On the other hand, the ever difficult
aspect of the same question is, what are you going to do if you are going to have
to spend the rest of your life on it, which is the point you made. I was simply
making the point that that question is extremely difficult to decide. I am not
arguing the subject in defence of anybody. In our view what we have said is that
the real issue is to provide to the public those drugs which they require, whether
they require them for a short term or a long term period, and permit them to
budget their cost so that they are not concerned with the individual cost on a per
dosage basis. That is what the plan does. We are not here in defence of anything;
we are here to show you how, in fact, we resolve that very problem, and in
effect, what I am saying is that I agree with you that the real key question is,
how can you provide the drug for somebody who has to have it over a long
period of time. Once you put this plan into operation and again, being frank, the
issue of the cost per dosage fades away. The man who is paying his premium
does not concern himself with the cost on an individual basis any more than I
who am a subscriber to the Windsor Medical Service, a prepaid medical plan,
have any interest at all in what the doctor charges for the service he provides.
What I am concerned with is the amount of my monthly payment.

Mr. Oruikow: Well, I agree completely and to the extent that you have
control, and to the extent that people belong to your plan, the threat of fantastic

costs because of major illnesses, difficult illnesses and prolonged illnesses is
25516—2
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lessened and it is evened out, and for this I think you deserve a great deal of
credit. But I suggest to you that if the drug companies are making too much
money, or if the patent system produces a situation whereby Canadians pay
more for prescription drugs than anybody else, or if the cost of getting the
information to the doctors who write the prescriptions is to be reduced from the
30 per cent, which the drug companies have testified it is roughly, to something
much lower and much more manageable so that the cost of the prescriptions
would go down, as a result of which your premiums could go down, then not
only would the ordinary citizen who does not belong to your plan benefit but
even your members would benefit because if the cost were reduced by a third
then your premiums would go down, obviously. Is that not correct?

Mr. WALKER: If the cost were reduced by a third, yes.

Mr. ORLIKOW: I am not going to belabour this because there is not much
point of my debating with you drug costs which are attributable to the manufac-
turer. You are the servicer—I am not saying this in a critical sense—and at the
level you are working I think you are doing a good job; if you were not you
would not get the co-operation of management and labour which you are. I
know, for example, that your plan is going into operation at Thompson. I know
the steelworkers organization there very well. They are very tough hardheaded
negotiators and I am sure that before they agreed to including your plan as part
of their package in their most recent agreement, they looked at it very carefully.
I am not being critical of that at all. If I took something you said out of context, I
am sorry, but I want to nail down that the larger questions of cost are really not
within your purview. This is the important point I want to make.

Mr. WILkINSON: If I might just nail that down, Mr. Chairman, the official
view of prescription services is simply that as a fiscal agent for both the
pharmacists and the patient, we are most interested in being able to provide for
him whatever the doctor orders at the least possible price; and we are as
concerned, or more concerned than the members of this Committee that there is
a great disparity in prices in certain items, as you mentioned. We are more
concerned, I say, because we actually are paying the money out of the bank
while perhaps you gentlemen are not concerned, except with your own private
purchases. We are spending something in the order of $125,000 a month for
pharmaceuticals and we would be delighted if we knew of some way in which
we could reduce the cost of the ingredient that goes into the prescription without
resorting, as we have been so often asked, to a formulary, which I believe to be
interference with the practising physician, without insistence on generic terms
which I believe to be outright interference with the physician. On these two
matters alone we could easily pass a regulation within our organization and say
that we will only pay on the basis of generics. We could easily pass a regulation
and say that we will only pay for such things as are listed in this compendium.
We do not feel that this is the right thing for the plan. We do not feel that this
gives the people freedom of choice and we feel that it is an outright interference
with the medical profession. We would hope that you ladies and gentlemen
would be able to find some way in which the disparity of prices in the future
can be brought down. We are actually looking toward you and to you in the
hope that your recommendations will at least get the 12 per cent sales tax off so
that we will not have to raise premiums.
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Mr. ORLIKOW: Mr. Chairman, I think we at least have an understanding of
both sides. I can understand the feeling of this organization, that it is not for
them to dictate to the doctor. Not only would it be resented by the doctor, but I
am sure it would lead to difficulty between the patient and the doctor if the
patient had to go to the doctor and say, ‘“Look, the prescription that you wrote
cannot be filled and paid for by the plan to which I belong.” I think that there is
some question of what drug is used, and I think this has to remain with the
doctor. If this Committee or the department feels that generics should be more
commonly used, that is something which we will have to apply ourselves to
accomplishing; but I did want it on the record and I am satisfied to have on the
record my feeling that the question of the cost which lies with the manufacturer
is something which we still have to examine very carefully.

Mr. BrRanD: Mr. Wilkinson, I have a few brief questions here. At page 15 you
say, “we might say that the Green Shield plan is unique.” I am a little curious
then why you continue comparing yourself to the Windsor Medical Services,
Blue Cross and all this sort of thing if you are the only one.

Mr. WILKINSON: We are the only prescription plan on the North American
continent on a prepayment basis. We are modelled after the general administra-
tive organization of Windsor Medical and P.S.1L.

Mr. BRaAND: You say that no plan for the prepayment of prescription drugs
exists upon the North American continent with the exception of Green Shield. Is
that correct?

Mr. WILKINSON: Prepayment, yes.

Mr. WALKER: The Windsor medical does now offer a prescription side, but
we are saying that this is the only prepaid prescription plan per se.

Mr. BRAND: I am afraid you lost me.

Mr. WALKER: There are other plans in terms of medical services which
provide for preseriptions, and Blue Cross is one of these; Windsor Medical does
provide an area. But the only thing that this plan is concerned with is the field of

prescriptions alone. The other plans are essentially medical service plans, origi-
nally.

Mr. BranD: But do they not provide prepayment as well?

Mr. WALKER: No. It depends; Windsor Medical happens to be prepaid, but
Blue Cross, as you know, is a reimbursement program.

Mr. BRAND: So there are a few others than yourself?

Mr. WiLkINsoN: If I might say, Windsor Medical is a prepayment plan.
Their extended health care, as far as pharmacy benefits is concerned, is an

extended health care plan with a very large deductible of $50 a person, which
must be overcome first.

Mr. Branp: Do you think the setting up of this plan has resulted in the
lowering of costs for the average subscriber to your scheme?

Mr. WALKER: We have no way of judging that. All I can tell you is that a
single man pays $1.90 per month, which is $18.00 a year; the maximum family
runs something on the order of $68 per year, and in between lie the other various
families.

25516—2}
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Mr. BranDp: I think there is a way of judging it from the Canadian Phar-
maceutical Association figures of the average cost of prescriptions; but you say
that as a result of the methods you were using throughout your scheme that the
average cost of prescriptions per capita is lower than the average, say, in Ontario
or other provinces where you are operating.

Mr. WALKER: The only problem with that, Dr. Brand, is that this presumes
we are comparing apples with apples.

Mr. BRAND: But there are different kinds of apples.

Mr. WALKER: Yes, but we have found, when for instance we were trying to
compare this program with other surveys, that they have not necessarily been on
the same premises, the same assumptions; we are just saying that statistically
we cannot prove it one way or the other. What we have attempted to give to you
has been supported by statistical evidence which has been very carefully com-
piled. On what we have not compiled we do not want to say that we will give
you an expert opinion that it will be this or that or something else; we just do
not know.

Mr. BRAND: Whét; is the average cost of a prescription as paid for by P.S.1.?
Mr. WILKINSON: It is $3.438 plus 35 cents that the pharmacist gets.

Mr. BRaAND: And $3.43 plus 35 is about $3.80.

Mr. WILKINSON: It is $3.79.

Mr. BranD: The average across Canada would be somewhere in the nature
of $3.56, so you are actually higher.

Mr. WILKINSON: On the basis of those figures, if that were the end of it, we
are probably 18 or 19 cents higher. This leads us back to Dr. Rynard’s question of
what happens to your utilization prescriptions per person per month and what
happens to the size of the prescription that the physician writes for the patients
who are on the Green Shield Plan on continuing medication. So immediately you
introduce those two variables, the most important of which is the size of the
prescription. It is general practice in areas where Green Shield is widespread,
such as in Essex, Kent and Lambton counties where we have about 1 out of
every 3 people in the plan, that wherever a person is on continued medication,
the physician knows that this patient is on continued medication and will write a
full month or three months’ prescription—in other words, one month and two
repeats. They will give the full 34 days. I am speaking now of such things as
hypertensives, the cardiac-insufficiency medications, thyroids, diuretics and so
on. So the size of the prescription, instead of being what the patient can pay for
in two weeks becomes a month’s supply; a $4.00 prescription now becomes an
$8.00 prescription. We have no way of knowing what the effect of this is and,
frankly, although: this has been asked of us now at every one of five inquiries
that I have appeared before—and we could spend a lot of money in researching
this—our board can see no useful purpose in us doing it, as far as we are
concerned, and spending $30,000 to research this, because it would be of no
benefit to us. I cannot answer your question because of the variables, but we are
very close togethér in spite of it.

Mr. BRAND: From what you have said, would you say it would be true that
there was some degtee of over-utilization as a result of this prepayment plan?
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Mr. WiLkINsON: I do not like the word “over-utilization”, doctor.

Mr. Branp: I will change the word. Let us say that there is a much greater
tendency toward ordering more prescriptions when they are all going to be paid
for.

Mr. WALKER: If you said, if there is an “increased” utilization, yes.

Mr. BranD: All right, but I think there is as a result of this.

Mr. WALKER: Who is going to judge whether there is over-utilization?

Mr. Branp: I do not argue that; “increased utilization” is a much better
term.

Mr. WILKINSON: Yes there is, in the same way as you have an increased
utilization in hospital beds and an increased number of people sitting in the
waiting rooms since OMSIP.

Mr. BrRaND: You made a point of mentioning the fact that you covered cystxc
fibrosis cases, and Dr. Howe opened the door on this. I was'a little surprised to

note that when you were talking about injectables, you etcluded all insulin
substitutes.

Mr. WILKINSON: Yes.

Mr. Branp: I am a bit curious about this, because surely the idea of such a
plan as yours is to help overcome the continuing costs, particularly the large
costs, and you use those who do not use as many prescriptions to make up for
those who use a lot. Certainly in maturity onset diabetes where oral insulin—and
that is a bad term to use for them—substitutes are prescribed, it would seem to
me that this would be a very real field that you should be covermg Frankly, 1
am very amazed that you are not covering it.

Mr. WiLKINSON: May I say in answer to that, Dr. Brand, that the Green
Shield plan is not a perfect plan; it has a number of imperfections. The premium
structure was devised prior to the introduction of the oral hypoglycemic agents.
They were not invented when we “struck” this premium. We suddenly found

ourselves faced with $13 per hundred if we permxtted this on 100 a month on a
continuing basis.

Mr. BranD: Does this mean that if any newer things come out worth this

sort of money that they will be excluded as well because of this? Is this not what
you are suggesting?

Mr. WiLkinsoN: Could I just finish my thought?
Mr. BranD: Sorry.

Mr. WiLKINSON: We wanted to cover these in the worst way and we weré
able to do a year’s test run in a plant at Sarnia. We supplied the oral hypo-
glycemic agents to all of the subscribers in the Prestolite factory in Sarnia for
one solid year, and then we put the results through a machine. We found that in
order to supply those people with the oral hypoglycemic agents at today’s prices,
it would require an increase in premium of 4.6 cents per person. There is not 4.6
cents per person in our surplus structure at the moment. There will be an
increase in premium as time goes on—I am certain there will be an increase in
these premiums—and we would hope to be able to include the oral hypoglycemic
agents in the next premium rise to answer this particular need.



1864 DRUG COSTS AND PRICES January 17, 1967

Mr. WALKER: You might be interested to know that we have agreed to
maintain the premium structure for a fixed period of time. That is why it will be
taken into the next premium structure review.

Mr. BRAND: Would it not have been better in your memorandum to say that,
rather than to have said:
(b) Less than 2 per cent of the population are diabetics and less than 1
per cent use insulin. Since it is not prescribed but bought on a
continuing basis over the counter—

And incidentally this is news to me; maybe it is true in Ontario but it certainly is

not in my province.

j —the abuse and trafficking in this product require it to remain out of the
plan.

This is your statement.

Mr. WiLKINSON: We are speaking now of injectable insulin, not the oral
hypoglycemic agents.

Mr. BrRanD: I was not aware that abuses and trafficking were going on and I
am rather curious about this.

Mr. WiLkINSON: Here again, I say I spent 34 years handcuffed to a dispens-
ing counter, and I can assure you that if there is any way of person A enrolled in
the plan obtaining insulin without any doctor’s order, simply on a continuing
basis over the counter for Aunt Sarah or Aunt Mabel or the lady next door, it
will be done.

Mr. BraND: It is certainly not true that you can buy oral hypoglycemic
agents across the counter.

Mr. WiLKINSON: I was not speaking of that; I was speaking strictly of
insulin.

Mr. BRAND: In your memorandum you make the statement that “the use and
cost are consequently impossible to control” with reference to injectables ad-
ministered by a physician. Is it not possible that if a certain injectable prescrip-
tion was given for them to the patient and purchased from the pharmacy that the
use and cost of such would be very easy to control under that basis and that this
cannot be the only reason why you do not wish to cover them?

Mr. WiLKINSON: They are administered, in most cases, by a doctor, and I
might say, Dr. Brand, that this is one of the places in the early stages of the plan
where it almost hung up. I sought the advice of the executive of the Essex
County Medical Society on it. It was their considered view at that time that we
would be very wise to exclude injectables, and although it would work a
hardship in some cases, that in most cases it would be impossible to control; and
since the plan is in no position to pay a physician, because he is not a pharmacist
and we do not pay physicians, there was no way of paying for this medicine
administered by the physician. It was upon the advice of the executive of the
Essex County Medical Society that this was left out. In my view it was wise
advice that was given to us.

Mr. BRAND: Inother words, it would have cost far too much money.




January 17, 1967 DRUG COSTS AND PRICES 1865

Mr. WILKINSON: Dr. Brand, we can design a premium for anything. The
point is, where are you going to price yourself out of the market? The more
benefits you put in, then the higher you build the premium—and this can be done
actuarially. We can put anything you want in there, including a trip to Florida,
but when you have done this, you have your premium to a point where neither
management nor labour will consider it as a fringe benefit, and your work has
been in vain. We have discovered that we can provide a plan which is far from
perfect but, on the other hand, it will handle something in the order of 94 to 95
per cent of all of the drugs that a physician normally prescribes and average the
cost of these over time and over the population for the subscribers.

Mr. Branp: Thank you very much for that answer. Are you a non-profit
organization?

Mr. WILKINSON: We are a non-profit organization.
Mr. WALKER: A corporation without shared capital under Ontario law.

Mr. BrRanDp: What you have been pointing out more or less in the last few
minutes, and correct me if I am wrong is the drastic cost that would result if all
drugs were covered under some sort of a scheme.

Mr. WILKINSON: I think this follows.

Mr. Branp: Is that not a very important point to make? As you said, you can
price yourself out of the market if you covered everything. There have been
proposals put before us, and we have all heard them, about paying for all the
cost of prescription drugs such as in the United Kingdom. With your experience
as a non-profit organization, and with the experience in the spiraling of costs,
the more you add, could you envisage financial difficulties with such a scheme,
if everything was covered? Is that a fair question?

Mr. WALKER: I do not think that is quite what we are saying. What we are
saying is this: We can create a premium structure which will incorporate all of
these but people, and after all that is who we are dealing with, will not pay that
premium. In any management-labour bargaining there is always a consideration
of cost. Particularly when management undertakes to pay the Green Shield
premium as a fringe benefit, it is quite concerned with cost. So is labour because
they know if the cost of the package is too much they cannot get management to
buy it. We are simply saying that the premium structure has to be related to the
capacity of people to undertake them.

Mr. BrRAND: It has to be realistic.

Mr. WALKER: Realistic, right. We did not feel, if we built in these other
provisions, that it would be realistic.

Mr. Branp: You have chosen a method of payment from the pharmacist:
cost plus dispensing fee. Do you find that the pharmacists are satisfied with the
$1.65 they receive?

Mr. WiLkInNsoN: I do not know quite how to answer that, Dr. Brand. It
depends on the volume of business that the pharmacist is doing. I am not trying
to hedge your question at all. We in Essex county, as I said, have one in three.
We have one store, for instance, that last month filled 1,343 Green Shield
prescriptions and this was about one-third of his business. Now he is delighted
with $1.65 on top of his cost and the extra work in filling out the pharmacist’s
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charge card, which is an IBM card requiring a copy of the prescription and other
data, is no problem to him at all. However, if you go to some other district where
we have very few subscribers and the pharmacist does anything from one to 25
prescriptions a month in the plant, it is a beastly nuisance; he does not like filling
in the forms and he does not remember from one filling to another how to fill
them in, and he is the very fellow who gets a Librium prescription which he
could get $12 for, but for which he can get only $8.70 from us. Automatically, he
is pretty annoyed about it and lets us know in no uncertain terms.

To answer your specific question, I do not know of any pharmacist anywhere
who is happy with $1.65. They want much more than this because they feel they
are entitled to much more than this, and perhaps they are. I am sure that if we
offered them cost plus $5 they would gladly take it. On the other hand, depend-
ing on the volume they are doing, they are well satisfied to reasonably well
satisfied to not so satisfied to just plain angry.

Mr. WALKER: To turn it around another way: in areas where the plan has
heavy membership, we do not find any member pharmacies withdrawing from
the plan.

Mr. BRAND: This was the point I was wondering about. You mentioned you
had covered completely one town in Manitoba.

Mr. WALKER: Yes, Lynn Lake.

Mr. WiLkINSON: We have everybody who works for the mine there.
Mr. BRAND: Is there a druggist there?

Mr. WILKINSON: One druggist.

Mr. BRaND: Is he making a living at it?

Mr. WiLkiNsoN: If you hand me that blue book I can tell you what his
month’s account is. I do not know whether it should go in the record.

Mr. BrRanD: I do not really think we should put it in the record.

Mr. WILKINSON: If you are asking, is he making a living; he is making a
very fine living.

Mr. BRAND: Of course that is the one point I wanted to make. So on $1.65 it
seems they can make—

Mr. WALKER: Excuse me. Remember this, though—and we have no control
over this: If another druggist moves into Lynn Lake he can become a member of
the plan. There is no restriction on membership. Presumably he does rather well
because of the fact he is the only druggist there, but if three other druggists
move in and they all become members of the plan, then presumably it would be
a different matter.

Mr. BrAND: I am willing to accept that. However, we have had evidence that
some of the druggists who have had a great deal of difficulty making a living are
those in the smaller towns; so naturally if I find one in a small town who through
some particular scheme is making a very particular good living naturally I am
pleased—particularly when the Canadian Pharmaceutical Association came
before us and said it was tough on some of these in the small towns.

Mr. WALKER: Of course this is purely a matter of opinion, I woul_d have
thought that those in the larger urban areas would have the greater difficulty
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because they face much more competitive pricing. Certainly that is the expe-
rience amongst my clients.

Mr. BRanND: Well it certainly is not the experience from the evidence before
this committee, particularly when you see variations between $1.98 for 25 10
milligram Librium all the way across to $5.95 for the same prescription. It would
seem to me that this really is not too valid. This brings me, incidentally, to
another question. You have worked out this method of cost plus dispensing fee
and I know it is used in a few other places, in small areas.

The CHAIRMAN: Toronto is not a small area.
Mr. Branp: Is it used all over Toronto?
The CHAIRMAN: Pretty well now, I think.

Mr. Branp: Well I would be very happy to put on the record some of the
prices out of Toronto, Mr. Chairman, if you would like, and they certainly do not
build that up. It cannot be true all across Toronto.

Mr. WaLkER: Do not forget, doctor, when you say cost plus professional fee,
we are establishing under our system a method of cost but someone else is using
the professional fee basis. Also, it depends on two things; first of all, the amount
of the professional fee and, second, the manner in which he calculates cost.

Mr. BRaND: Oh.
Mr. WALKER: His calculation of cost could be different from ours.
Mr. BRAND: Give me some examples.

Mr. WiLkKINSON: Well there is very heavy pressure on me right now to
change our cost from list less 40 to list less 33-1/3 because the pharmacist feels
that in cases where he has to buy from wholesale houses he gets considerably
less than a 40 per cent discount and that on these particular cases he is losing,
and that he should not lose but the patient should pay. I came from a meeting in
Toronto yesterday where every second person I spoke to is rather critical of
what they consider to be our rather high-handed and arbitrary way of assigning
list less 40 as a cost.

Mr. WALKER: Of course the other thing is that it depends on what the
professional fee is. Now this ranges from perhaps $1 to $2.50 and, of course, I
think there perhaps are some who use a combination of the gross profit system
and the fee. So it depends on what premise you are working. But I believe that
the use of the professional fee has received, we will say, the general approval
of the College of Pharmacy. Right?

Mr. WILKINSON: Oh yes.
Mr. WALKER: It was Professor Fuller who first developed the concept.

Mr. BranD: Well that, of course, leads to my question. You mentioned that
you could not think of anyway you could reduce the cost of drugs, much as you
would like to. Certainly that is the dilemma we are all in. Do you think the
general cost of drugs would be reduced by utilization of some method of cost
plus a professional component?

Mr. WALKER: If you were able to develop a method within—
Mr. BrRanD: Let us say the method proposed.
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Mr. WALKER: —the existing framework of law which was enforceable to
determine or regulate, if I could use that word, the cost. In other words, if cost
goes down under our program inevitably the premium cost would go down or
would maintain its level, but the question is: how do you regulate cost?

Mr. BRAND: Surely the pharmaceutical profession can regulate its own self. 1
mean if you came to an agreement in the Canadian Pharmaceutical Association,
for example, on a method of determining cost which would be acceptable to a
majority of the members, and a professional fee which would—

Mr. WALKER: I believe, doctor, that some of the gentlemen in Ottawa from
the Restrictive Trade Practices Commission might be chasing us. All we would
be doing is sitting down together and agreeing to fix prices. I believe the
government does not like this.

Mr. OrLIKOW: It is also against the law.

Mr. WALKER: Yes.

Mr. BRAND: So you do not think this is feasible then?
Mr. WALKER: No.

Mr. BraND: The pharmaceutical association has suggested it, so I am a little
surprised.

Mr. WALKER: Well we do not always agree with the pharmaceutical associa-
tion.

Mr. BRAND: You see they are not really fixing prices there because they have
decided on different professional components across the country, depending on
the areas, as you will see in their brief.

Mr. WILKINSON: I think it should be made clear here that although I am a
pharmacist I do not speak for any pharmacy association. Although I am a
member of the CPHA I am not speaking for the CPHA.

Mr. BRAND: I am not asking you to do so; I am merely asking for your
opinion as head of what is, apparently, a very successful and very worthwhile
organization. You surely must have some idea with regard to this area.

Mr. WILKINSON: We are speaking from the point of view of administrators of
a prepaid plan and in some cases this cuts right across what the CPHA think to
be their best interests right across what the OPA think to be their best interest
and I think in some cases it cuts right across what the manufacturers believe to
be their best interest. But we are trying to give you the benefit of our several
years of experience in a unique plan where we believe that under certain
conditions certain things can be done.

Mr. BRAND: By the way, have you been visited by any officials of govern-
ment? I notice you are fixing prices in that you have them sign an agreement to
accept a certain type of thing?

Mr. WALKER: Yes, the restrictive trade practices.

Mr. WILKINSON: Mr. MacGregor of the restrictive trade practices visited us
at the time of the inquiry. He visited our office and went completely through our
pricing arrangements.

Mr. BRanD: He did not think you were fixing prices?
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Mr. WILKINSON: There was nothing further. We were not called and we
were not cited.

Mr. BranDp: So really the statement about worrying about the whole thing is
not really too valid then?

Mr. WiLKINSON: No, because we are not fixing prices in collusion with
anyone else. We simply say: If you wish to dispense within this plan—and there
is no compulsion for you to dispense in this plan—these are the conditions under
which you shall. Now if we got together with Blue Cross, with PSI, Pharmacare
or any other organization which may come along in the future, and agreed upon
a price, I am afraid we would be violating the law.

Mr. BRaND: Thank you very much.
Mr. Howe (Wellington-Huron): On page 11, two-thirds down the page, it
states:
Portion of 35 cents direct payment—

on each month. How do you arrive at the 11 cents in this situation with a
standard industrial group?

Mr. WILKINSON: What we are trying to do in that column under Standard
Industrial Group is to give you a breakdown of that $1.44. If I could give it to
you from the top it is: 66 cents paid to the pharmacist for ingredients; 41 cents
paid to him as a dispensing fee and that 41 cents is that portion of a prescription
that a patient gets a month. If you will recall earlier, I said that the utilization is
.3171 of a prescription per person per month. So if you divide his $1.65 fee by
.3171 you get the 41 cents. Now since the patient says 35 cents at the time of the
filling of the prescription but he only gets .3171 of a prescription each month,
then to get this into person month coverage again you must divide the 35 cents
by .3171, which comes out to 11 cents.

The CHAIRMAN: I am sure that is clear.

Mr. WiLkINsoN: The key to all utilization data has to be on the basis of
person month of coverage.

Mr. WALKER: What we are talking about is this. You end up with .3 of a
prescription and it is 35 cents for each prescription, so the 11 cents represents
roughly .3 of 35 cents, and that is all.

Mr, IsABELLE: Say I prescribe two tablets of morphine will the patient have
to pay 35 cents to the druggist?

Mr. WILKINSON: Yes sir.

Mr. IsaBELLE: And the druggist will receive a professional fee of $1.65?
Mr. WILKINSON: Yes sir.

Mr. IsABELLE: And the total prescription will cost about 28 cents?

Mr. WiLkInNsoN: Yes sir. If you are wondering about the justification of this,
take the other end of the scale: for a $22 prescription he still only gets the $1.65.

Mr. WALKER: We felt, for instance, if you were to work it on a sliding tariff
related to cost that you mix two things. First of all, we are taking about a
professional fee for a professional service. But the second thing is that you
would, in effect, penalize the person who requires the expensive drug by hitting
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him with a whacking fee; so, in effect, the $1.65 is an averaging in cost of the
whole spectrum of it.

Mr. IsABELLE: I think, Mr. Chairman, that the manufacturers must be very
satisfied with this plan, also the pharmacists, the people and, of course, the
doctors are delighted. It is not because it is the only one; it is the best one.

The CHAIRMAN: Are there any other questions?

Mr. WILKINSON: Could I just say, in response to Dr. Isabelle, that we have
received no support in anyway, shape, or form—Ilip service or otherwise—from
the pharmaceutical manufacturers. It is impossible to get an appointment with
them to go before their board to even explain the plan. I can only take it from
this that they are not too happy with our plan, and that perhaps they may see in
this type of plan a growing threat to their own enlightened self-interest.

Mr. BRAND: You had better explain that one.

Mr. WALKER: Well, I think it would be better perhaps if we restricted it to
this: since they do not seem to want to talk to us, presumably it must mean
they do not approve of the plan.

Mr. BrRanDp: That is pure presumption.

Mr. WALKER: Actually I think that we might better put it this way: this
plan was developed mainly by the pharmacists in Essex County; it was a self-
help, pull-it-up-by-the-boot-straps operation; they got no support from anybody
except pharmacists and, I might add, they did not seek any support from
anybody—and oddly enough, they are not today seeking any support from the
government, which seems to be where everybody seeks support. We did not ask
for any aid, and we did not get any aid.

Mr. BranD: For the life of me I cannot see how this could harm any
enlightening self-interest, as you put it, of the manufacturers. How can this
possibly relate at all to them? They are getting their money; they are selling
their products.

Mr. WiLKINSON: I rather wish I had not said that.

Mr. WALKER: I was going to suggest, Mr. Wilkinson, on the advice of counsel
that you should get out of this. But let us put it this way: that is really a r.na_tter
of opinion as to the situation of the Pharmaceutical Manufacturers’ Assocmtxox_m
What we have tried to do is talk about stuff we know about; the rest of it is
simply a matter of conjecture, which would be better off the record.

Mr. BRAND: Well if this is something you do know about, why did you want
to see them in the first place?

Mr. WALKER: Oh, because it is new, and to explain the plan; we have been
talking about it to a great many people over the last 10 years.

Mr. BraND: What advantage would there be? Were you looking for some
cheaper prices from the manufacturers?

Mr. WALKER: I think, originally, we perhaps were looking for a little
financial support.

Mr. BrRaNnD: I see.
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Mr. WALKER: You see, at the outset we received financial support from the
Essex County Pharmacists, each of whom put up $150 on a 10 year repayment
program without interest. Then we received additional financial support from
the Ontario Pharmacists’ Association, and we would have welcomed some sup-
port from the Pharmaceutical manufacturers. In all cases, by the way, this is
support without any strings; we are not interested in having anybody take over
the plan.

Mr. BranD: In retrospect, do you not think, that it was better you did not
receive support?

Mr. WiLkINSON: We are delighted.

Mr. Branp: Then there was no suggestion that there would be any tie-in

with the manufacturing group, and you are very much better off the way you
are.

Mr. WALKER: We agree with you, based on hindsight. Let me put it this
way: Mr. Wilkinson worked, ostensibly, as the paid president of this plan on a
part time basis at $100 a month for eight years, so we could have used some
financial support.

Mr. WiLKINSON: We are glad we did not.

The CHAIRMAN: For the record, did the plan not operate at a loss for some
period of time?

Mr. WALKER: Oh yes.
Mr. BrRanND: Well, all the more power to you.
Mr. OrLIKOW: At a loss to whom?

Mr. WALKER: In effect, a loss to the pharmacists who put up the original
support loan. In other words, each pharmacist in Essex County—88 of them, I
believe it was—put up $150 each; that is where the loss was. By the way, we
were always in a position to pay the benefits; they would have come out of the
pharmacists’ hide.

Mr. OrLIKOW: Have you repayed that money to the pharmacists?

Mr. WaLker: No, but it will be repayed this year. It is due in August
of 1967.

Mr. WiLKINSON: These repayments are due in 1967 and early 1968 and these
monies will be repayed. There is a natural tendency for people or organizations
who are perhaps in the same discipline but in different phases of it, to be
suspicious or to have a certain fear of the growth, and with the growth, the
power of another organization. I refer to our present policy of being utterly
opposed to formularies and generic prescribing per se; I think that it would be
quite in order for other disciplines of pharmacy to be a little worried as to
whether we will change our view on this, and perhaps cause some embarrass-
ment.

Mr. WaLkeR: All of which, summed up, means that this program has
disturbed the status quo of the various members of the pharmaceutical discipline
over a period of years.

Mr. Branp: Not of the subscribers?
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Mr. WALKER: No; the subscribers enjoy the plan.

The CHAIRMAN: I would say in conclusion that if some of your words
regarding other organizations and their intentions have been misinterpreted by
yourselves, I am sure you will hear about it in the near future. The proceedings
of these meetings are fairly well attended by various parties.

Are there any other questions? If not, we would like to thank Mr. Wilkinson
and Mr. Walker for appearing before us today.

Before we adjourn the meeting, there are several things I would like to
mention. First of all, there is no meeting any day during this week. At the next
meeting we will have a return visit by officials from the Canadian Phar-
maceutical Association; they are bringing drug store representatives from as far
away as Halifax, and the president of their organization from Vancouver will be
here. We are holding that meeting after orders of the day at approximately 3
o’clock or 3.30 this coming Monday, and also at 8 o’clock that night, if necessary.

Mr. BrRanD: Will Mr. Lawson be here.

The CHAIRMAN: Mr. Lawson is from Halifax. However, there will be a
meeting of the steering Committee this week; Mr. Orlikow has sent a notice of
motion to the Chairman of the Committee—a motion which he could not present
this morning—dealing with the request to some of the companies for financial
information. Both Dr. Rynard and Mrs. Rideout have asked the Chairman if we
would consider having Dr. Hilliard come before the Committee; his report has
been discussed many times and Dr. Rynard, Mrs. Rideout—

Mr. BRAND: You can add my name to that list.

The CHAIRMAN: —and Dr. Brand, and I think most members of the Com-
mittee would like to have the opportunity to talk to Dr. Hilliard about this.

Mr. BRAND: He is my old chief; I should talk to him.

The CHAIRMAN: Even though we graduated, at different times I also was a
student under Dr. Hilliard.

The meeting is adjourned until next Monday, except for the steering
Committee which will meet later this week.
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APPENDIX “A"

BRIEF
TO THE SPECIAL COMMITTEE ON DRUG

COSTS AND PRICES
by
PRESCRIPTION SERVICES INC.

(Operating the Green Shield Prescription Plan)
1 The purpose of this Brief is to suggest and enlarge upon the following

(a) We suggest to the Special Committee that without an adequate
definition of “The Cost of Drugs” it is difficult, if not almost impossible to
develop an effective program to reduce the price of drugs.

(b) The impact of the 11 per cent Federal Sales Tax upon the cost of
drugs has been an area of special concern to the Committee. We have set
out herein an appraisal of this effect from our own statistical records.

(¢) We suggest that whatever economies may be effected, the reduc-
tion in the cost of drugs will not in itself be significant. We further suggest
that any such reduction, when spread over the whole population would be
expressed in pennies per month of savings. We make these suggestions
assuming the implementation that all of the economies that have been
suggested to this Special Committee and to other similar Commissions and
Inquiries concerned with the problem over the past 10 years.

(d) Based upon our actual operating experience we should like to
outline to the Special Committee our view that the people of Canada are
most concerned about two aspects of the problem of drug costs.

These are:

(1) In the first place, people are concerned with the unevenness of the
burden of drug costs, (whether they are expensive or in-expensive
per dosage), as those costs relate to certain persons or categories of
persons in our population:

(2) In the second place, people are concerned with the unevenness of the
burden of drug costs to those who are required to undertake that
burden for sudden illnesses or short term therapy or when drugs are
required over extended periods of time in the treatment of chronic
sickness or chronic illness.

(e) We wish to outline to the Special Committee, the manner in
which the Green Shield Prescription Plan works and how it has been
effective as a resolution to the foregoing areas of public concern.

2.1 It is a platitude to suggest that the question of “The Cost of Drugs” is an
extraordinarily complex one. However, the fact that it is an unresolved problem
will explain why all of the various Committees on Drug Costs, such as the
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Ontario Committee, the Restrictive Trade Practices Committee, the Royal
Commission on Health Services, the Ontario Medical Insurance Inquiry and the
Ontario Legislative Committee on the Aging and other similar Committees and
Commissions have not yel been able to define the problem much less produce
effective answers to it. It is our view that one cannot ascertain whether the cost
of drugs is HIGH unless one can determine what those costs are high in relation
to. To discuss the issue effectively, there must be an adequate definition of the
meaning of the phrase *‘Cost of Drugs”. For example, when ont talks of the cost
of drugs being HIGH what in fact is really meant? Does it mean that:
(a) One drug is more expensive than another? or
(b) That one category of drugs is more expensive than others? or
(c) That drugs are more expensive than other commodities? or
(d) That drugs are more costly when compared to the results obtained
from the usage? or
(e) That drugs are costly in relation to their expenses of manufacturing
and distribution? or
(f) That drugs are costly as a percentage of the Gross National Product
or as a percentage of personal income? or
(g) That drugs have been overpriced as a consequence of profiteering and
if so by whom? or
(h) That drugs have been overpriced because of the application of taxes?

It will not be particularly useful for us to make detailed comment on all of
the foregoing categories but several examples will pose the nature of the
problem that underlies each one.

(a) For example in category (a) it is true that Cortico-stearoids and
hormone products are many times the cost of phenobarbital and other
chemicals. Notwithstanding this difference in cost, it is also true that
their need is equal when they are prescribed for a properly diagnosed
condition.

(b) In category (b) it is also true that within the same category of drugs,
one drug may be more expensive than another; thus some antibiotics
cost more than others. Penbritin or Lincocin cost more than Tetra-
cycline, which in turn costs more than Penicillin V and Penicillin G.
The cost comparison however, is not relvant if one or the other of
these drugs is in fact required for medication. Additionally, it is
worth observing that the more recent the drug discovery, the higher
its cost but in turn, the longer the drug is upon the market the less its
cost. Penicillin when first marketed was so expensive that it was far
beyond the financial reach of the public but today, penicillin is
marketed at a fraction of the cost for each dose and this reduction has
occurred within a period of approximately 25 years.

(c) Within category (c) it is quite true that some drugs may be more
expensive than other commodities. However, drug costs on a long
term basis form interesting comparisons with the long term usage of
other commodities. A patient on sustaining therapy for arthritis,
taking Butazolidin will spend approximately $10.00 a month.
Another person smoking 1 package of cigarettes a day, will spend
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$12.00 a month. In these circumstances, it is difficult to say that the
use of Butazolidin as a medication to relieve pain is truly more
expensive than the luxury of cigarette smoking with its attendant
health hazards. Similar comparisons can be made with other com-
modities such as liquor, gasoline, newspapers, air-conditioning,
househeating, etc.

2.2 Similar points with respect to each of the above mentioned categories
could be identified. However, this list of references and the supplementary
remarks in no way exhausts the possibilities of the various references within
which the subject of the cost of drugs could be considered. However, to our
minds the continuing search for an adequate reference point or an adequate
definition by the various Commissions and Inquiries through the past 10 years
has not been a fruitful one. To our knowledge, not one of the Commissions or

Inquiries has been able to develop an effective or acceptable program to reduce
drug costs.

2.3 An unvarnished fact is that sickness is an undesirable condition and that
medicine in consequence is a highly unpopular purchase. Its unpopularity is
further increased by the traditional lack of communication which exists between
the physician and the pharmacist on the one hand and the patient on the other in
the prescribing and dispensing of a prescription through the use of medical
Latin, a language known only to the prescriber and the dispenser. In conse-
quence, the ultimate consumer of the medication, the patient, is called upon to
purchase a commodity whose content and purpose he little understands but does
know that it relates to an illness that he could well do without. In these
circumstances, it is hardly extraordinary that the public have a natural resent-
ment to the price of drugs whatever the price may be. However, even if we
accept as normal this patient resentment to a forced purchase prescribed in a
dead language it still does not lead to a definition of the cost of drugs or the
establishment of an adequate framework of reference nor does it offer any relief
from the prices presently being charged whether they are high or not. We
suggest to the Committee—and it is borne out in the operation of the Green
Shield Prescription Plan—that to the public the real area of concern is the
unevenness of the burden of drug costs when required suddenly for short term
therapy or when required over long periods of time in relation to chronic
illnesses—and thus as it relates to the cost of drugs the public is most concerned
with the establishment of an effective program to permit them to budget—in
much the same way as in the field of Medical and Hospital Plans—against the
cost of drugs whenever required to be used.

3.1 There seems to have been a considerable body of conflicting testimoney
given to the Special Committee concerning the 11 per cent Federal Sales Tax and
its application and its measurement. The testimony suggest that the 11 per cent
Federal Sales Tax represents anywhere from 3.7 per cent to 18.9 per cent on the
consumer price of the total number of prescriptions dispensed and about the only
figure or calculation upon which any agreement was reached was that the total
Federal Sales Tax collected by the Federal Government during the year 1964

approximated $14,000,000.00.
25516—3
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3.2 Under the Green Shield Prescription Plan the Member Pharmacists are
paid for dispensing prescriptions for our subscribers upon a Cost-Plus dispensing
fee method of payment and consequently, from our own data, we are of the view
that we can accurately estimate the effect of the 11 per cent Sales Tax.

3.3 As the Special Committee is aware the 11 per cent Federal Sales Tax is
applied upon the manufacturer’s list price, reduced by 40 per cent initially and
by a further 153 per cent of that remainder. Therefore, the formula is:

11 per cent x mfg. List Price less 40 per cent less 154 per cent — Sales
Tax
or phrased in another way, for every $10.00 of list price the Sales Tax will equal
11 per cent of $5.07, that is to say, 55.77 cents.

3.4 An analysis of 308,191 prescriptions processed by the Green Shield
Prescription Plan, during the period from September 1, 1965 to August 31, 1966
revealed that the average cost of ingredients was $2.12, while the manufacturer’s
list price for those ingredients was $3.51. Upon the basis of each $10.00 of list
price the 11 per cent Federal Sales Tax would be:

3.61"x'58.117
——————— = 19.7 cents for each prescription
10

Using this calculation the Sales Tax collected by the Federal Government
for those 308,191 prescriptions, dispensed from September 1, 1965 to August 31
1966 would equal $60,097.20.

3.5 This Sales Tax calculation can be extrapolated and projected for 20
million persons by reference to the average enrolment in the Green Shield Plan
for the period from September 1, 1965 to August 31, 1966, which was 82,763
persons or 42 of the approximate 20 million Canadian population. In addition,
if we assume three (3) factors namely:

(a) Cost-Plus fee system of payment used by Green Shield;

(b) The Green Shield Prescription Plan actual utilization data;

(c) The actual Green Shield Plan average cost of ingredients we can then
extrapolate and project to Canada’s estimated population of 20 mil-
lion by the following calculations:

$60,097.20 x 242 = $14,543,522.40 of Federal Sales Tax being paid

annually.

3.6 We would suggest to the Special Committee that the close relationship of
this extrapolated figure to the amount of Sales Tax actually recovered by the
Federal Government during 1964 would indicate a verification of our calculations
as set out above.

3.7 Previous testimony before your Committee and questions from the
Committee have related to the “pyramiding” of the Federal Sales Tax. Addi-
tionally, some concern has been expressed as to whether if the Federal Sales Tax
was remitted entirely there would be an actual reduction in price to ultimate
consumer, the public, at the retail level. We suggest that where the gross profit
system of retail pricing is employed it is inevitable that a “pyramiding” of the
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Federal Sales Tax will result. If for example we apply the figures above set out
which assume that with relation to $10.00 of list price, the Federal Sales Tax is
55.77 cents, then the price by the manufacturer to the retailer will be $6.00. This
$6.00 will be made up of approximately $5.45 cost of ingredients and 55 cents
Sales Tax. This same $6.00 marked-up at the retail level at 40 per cent will
result in a selling price of $10.00. Of that $10.00 retail price then $9.10 relates to
the cost of ingredients marked-up from manufacturer’s list and .90 cents relates
to the Federal Sales Tax, also marked-up. This aspect of “pyramiding” is fairly
apparent and will be applied in the gross profits system of pricing whatever the
retail price of drugs may be. However, it is not possible in our opinion to
calculate in actual dollars and cents, the ultimate effect of “pyramiding” unless a
prescription by prescription study was made with a sufficient sampling of those
prescriptions to permit an accurate projection over the whole population.

3.8 We suggest however, that the “pyramiding” question could be eliminated
and the complete remission of the Federal Sales Tax passed on to the consumer,
if retail pharmacy employed the cost of ingredients plus fee system of payment.
We add that this has been the system adopted by the Green Shield Prescription
Plan. Under this system any reduction in the cost of ingredients at the manufac-
turing or distribution level must ultimately be passed on to the consumer. Under
this system the retail pharmacist is being paid for his professional services,
which is a fee related to the professional service offered and unrelated to the cost
of the ingredients sold.

3.9 We have suggested to the Special Committee that it is unlikely that any
reduction in the cost of drugs will in itself be significant and that when spread
over the whole population of Canada, would be expressed in pennies per month.
In this respect we would like to refer not only to the probable effect of the
remission of the existing Federal Sales Tax but also to observe the results of
other price reductions if they were effected. We propose to examine such
reductions as they will effect a reduction on a monthly basis of the premium in a
Prepaid Prescription Plan, such as the Green Shield Prescription Plan.

4.1 To relate price reductions to premiums per month, it is necessary to
develop the following statistical information for the Special Committee, which is
taken in part from a twelve month study of the utilization data of the population
of the Green Shield Prescription Plan (comprising 950,094 persons/per/months
coverage) in the Standard Industrial Groups representaing all segments of the
population and a five-year study comprising 30.220 person/per/months of re-
tirees, isolated from the utilization data of the Standard Industrial Groups. From
this information we find the following:

Standard
Industrial Retiree
Item Group Group
Average Prescription Price to the
Plaft i dlm, o S e R SE T s $3.40 $3.88
Average No. of Rxs per/person/
per/month . . .o ewee sl 61d orale .315 .633

Total Cost of Operation of the Plan $1.44 per/person/per/month $3.12
25516—3}
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The total cost of operation of the Plan, for both the Standard and Retiree
Group is made up as follows:

Standard
Industrial Retiree
Item Group Group
Paid to Pharmacist for ingredients .66¢ $1.69
Paid to Pharmacist as dispensing
il O ST RN e S A e A .41¢ .86¢
Average burden for administration .20¢ .20¢
Required for financial reserves (5%) .06¢ .15¢
Portion of .35¢ direct payment in
7Tl SR g ol R A S ~.11¢ .22¢
L R T S T S $1.44 $3.12

(NoTe): Portion of .35¢ direct payment is calculated in the Standard
Industrial Group as .35¢ x .315 (the average number of prescriptions per/
person/per/month) and in the case of retirees as (.35¢ x .633).

4.2 To indicate the cost per/person/per/month for the Canadian population
as a whole and assuming that the population of Canada is 20 million with all
persons enrolled and the demographic composition of the enrollees remains the
same as the present standard Green Shield Prescription Plan Industrial Group

the minimum cost would be:
$1.44 x 20,000,000 x 12 months

or $345,600,000.00 yearly.

By the same token, if the demographic composition of the Plan changed so
that it had a heavier composition of retirees and the heavy users of drugs who
are within the 44 to 60 age bracket, then the cost could increase to the maximum
$3.12 per/person/month, which would result in $3.12 x 20,000,000 x 12 or
$748,800,000.00 yearly. As a passing note, we might observe that these estimates
are in the same range as those made by us to the Royal Commission on Health
Services at a time when the Green Shield Plan was much smaller and the
amount of available data was consequently smaller.

4.3 Using the foregoing information however, one can now view the impact
of a reduction in the cost of drugs. For example, assuming that the Sales Tax
were entirely remitted and the total cost passed to the consumer, there would be
a reduction, according to the foregoing information of about $14,000,000 yearly,
which when reduced to a prescription basis, results in a reduction of less than
.20¢ a prescription. Assuming the average person uses .315 prescription per/-
month or 3.77 prescription per/year this would result in a reduction per/-
person of population of about .75¢ a year, a relatively nominal saving. If the
population became burdened with retirees and heavy users and the annual cost
rose to $748,800,000 a year, the reduction per prescription would be about 23
cents a prescription or $1.81 which again represents a relatively nominal reduc-
tion.

4.4 Various suggestions have been made to this Special Committee and to
other Commissions as to how price reduction can be effected. We do not propose
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to comment on the usefulness of these suggestions because in all frankness we
are unable to think of any area in our present market economy where a truly
feasible program of real price reduction can be effected. However, it has been
suggested that advertising and promotional costs of manufacturers should be
restricted to 15 per cent of their gross sales. Others have suggested that the
Federal Sales Tax should be remitted entirely. If we assume that both of these
programs were put into effect—and if we also assume that these reductions were
passed along to the consumer—these two reductions together, would mean a
reduction in the overall price of drugs by about .30 cents a prescription. Thus
if for the sake of argument we concede a reduction of .30 cents a prescription we
can examine the consequent dollar reduction. Based upon the utilization data of
the Green Shield Prescription Plan Standard Industrial Group the dollar reduc-
tion would be about $22,680,000 a year or about $1.14 per/person/per/year or
about .09¢c per month. We suggest to the Committee that a price reduction
.09¢ per/person/per/month is relatively nominal result. This reduction can be
expressed in another way. If a premium of $1.44 per/person/per/month would
cover the Canadian population, under existing conditions and with the utilization
data of the Green Shield Plan then these reductions in costs of these two areas
would permit the Plan to operate for $1.35 per/person/per/month or about a
.09¢ a month reduction in premium costs.

Thus we have seen the impact of a significant percentage reduction in drug
costs and find it is not significant in actual dollars. And again we suggest that
these reductions would not provide answers to what we find to be the major
areas of public concern. We suggest that the only way to resolve the problems is
through a soundly based prescription plan providing a budgetary system. There
may well be other programs to be devised for this purpose but one that in our
opinion does provide an answer is the prepaid prescription plan, such as the
Green Shield Prescription Plan.

5.1 The Green Shield Plan, is a voluntary prepaid plan whereby Prescription
Services Inc., acts as a fiscal agent, on behalf of subscribers drawn from the
public, and on behalf of pharmacies that have become members of the Corpo-
ration. Under the Green Shield Plan, agreements are made with individual
pharmacies or pharmaceutical corporations operating retail pharmacies, under
which Green Shield agrees to reimburse the member pharmacy for drugs com-
pounded or dispensed by the member pharmacy to subscribers and their depend-
ents upon a cost-plus fee schedule as predetermined by Green Shield, subject to a
deduction (now 10 per cent) from the allowed price of prescriptions to be applied
for administration costs and subject to further deduction in the event of the Plan
operating at less than cost. Green Shield Prescription Plan also offers to the
subscriber upon a group prepayment basis, without medical requirements, the
right upon the payment of the premium fixed by the Corporation to have
prescriptions issued by a lawfully qualified medical or dental practitioner to the
subsecriber of his dependents, dispensed by a member pharmacy of their choice
without cost to the subscriber except for a monthly specified premium payment
and a fixed .35¢ charge payable in respect to each prescription dispensed, paid
direct to the pharmacy dispensing the prescription.

5.2 Under the Green Shield Plan the pharmacist is reimbursed for the cost of
the ingredients sold plus a professional fee. The cost of ingredients is calculated
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according to a stipulated schedule developed by the Corporation to which the
member pharmacists agree—and must adhere. The professional fee is presently
fixed at $1.65 for each prescription.

5.3 We might say that the Green Shield Plan is unique. No plan for the
prepayment of prescription drugs exists upon the North American Continent
with the exception of the Green Shield Plan. The Special Committee will no
doubt be interested to know that in May 1962, the Green Shield Plan made a
submission to the Royal Commission on Health Services and at that time was a
Plan in a pilot stage providing services for approximately 1,500 people. Two
years later, the Plan prepared a report for the Ontario Medical Insurance
Inquiry, and at that time the Plan was providing its services for approximately
8,000 people. One year ago, in the case of the Ontario Select Committee on the
Aging, a further report was prepared by the Plan at which time it was offering
its services to more than 60,000 persons in excess of 300 communities throughout
Ontario through the services of some 1300 member pharmacies and at that time
had extended its services beyond Ontario throughout Canada from Moncton in
the East to Burnaby in the West. Today, one year later, the Green Shield Plan is
offering its services to more than 105,000 people, (an increase of 45,000 people in
the one year) who reside in communities throughout Ontario and in Canada and
are serviced by some 1800 pharmacies. The Green Shield Plan presently serves
250 industrial plants, whose management and employees have written the Green
Shield Plan into their collective agreements during the course of labour negotia-
tions. We are glad to say that the Green Shield Plan has the support of a large
segment of organized labour.

5.4 The foregoing is, of course, a brief description only of the operation of
the Plan but the Canadian Pharmaceutical Journal in its January 1966 issue
devoted four (4) pages to a discussion of the Plan and its operation and a copy of
this article is attached as an appendix to this Brief. In addition, the President of
the Corporation, Mr. William A. Wilkinson, will be glad to answer in detail any
questions that any member of the Special Committee may care to ask concerning
the Plan and its studies in the field of prepaid prescriptions.

5.5 We are glad to say that the Green Shield Plan has had an extraordinary
growth. We are also equally glad to say that the Green Shield Plan has estab-
lished its fiscal soundness and has proved that such a Plan can be operated on a
self-sustaining basis in the private sector of the economy. It has risen from a
pilot plan stage to an active growing full-fledged Prepaid Prescription Plan. It
has also shown that a prepayment plan upon a Group basis, offering prescription
drugs can be provided upon a sound financial basis. At the same time—and more
importantly—it has shown that the public can avail themselves of a wide range
of prescription drugs at a relatively low constant and even cost. From the
substantial and rapidly growing public particpation in this Plan we feel that our
opinion in this regard is substantiated.

Respectfully submitted
Prescription Services Inc.

by
‘William A. Wilkinson—President
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MEMORANDUM
December 7, 1966

A RECAP OF THE EXTENT OF PRESCRIPTION BENEFITS
OBTAINABLE UNDER THE GREEN SHIELD PRESCRIPTION PLAN

The term Medicine in its broadest sense is often used as a synonym for
prescription and a prescription is often thought of as any order for medicine
originated by a physician or dentist. In fact it is much more complicated than
that as is shown by the following definitions and comparisons.

Under the term “Medicine” we have several categories.

1. Proprietary or Patent Medicines

These are formulations of drugs whose formula is registered with the
Department of Health & Welfare. They are packaged for sale under trade names
and are almost never prescribed by a physician. They are such items as Lysol,
Listerine, Exlax, Pepto-Bismol, Dristan and hundreds of others. Where a doctor
would want a person to use such an item he would order it verbally or write it as
an unsigned note. Green Shield does not pay for such an order—neither does
Physicians Services Inc., Windsor Medical Services or Blue Cross.

2. Household Drugs

These are such items as Castor Oil, Epsom Salts, Boracic Acid and the like
normally found in a medicine chest. They are never prescribed and .35¢ would
buy a sufficient quantity. No plan pays for these.

3. Over the Counter Ethicals (O.T.C.)

These are drug formulations packaged under trade names and promoted
both to the public at large through the drug store and to the physician for
prescription purposes. They differ from patent medicines in that their formula is
published on the label and most of them had their origin as a prescription item
which by now has become well enough known to have an “over the counter”
demand. Such items would be Benadryl, Pyribenzamine, Amphojel, Maalox,
Robitussin, Benylin, ete. This is a large and ever growing category of medicine
which is very much a part of the physicians’ arm amentarium and are widely
prescribed. They are not considered hazardous, poisonous, dangerous or narcotic
drugs under any Act of Canada and a prescription is not required by law to
obtain them.

Green Shield pays for these on prescription. P.S.I., W.M.S., Blue Cross does
not.
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4. Physicians Special Formulations

These are a diminishing category but still form a substantial number of
prescriptions written. They are private formulas used by certain physicians
wherein the pharmacist is required to start from scratch with the raw bulk
chemicals and compound the capsule, powder, suppository or liquid, etc. The
reason for mentioning these is that unless one of the ingredients is legislated
against P.S.I. W.M..S., or Blue Cross would not pay for it, because although you
need a prescription to get it a prescription is not required by law. This require-
ment is specifically stated in the regulations of P.S.I., W.M.S,, and Blue Cross
plans for prescriptions.

5. Pharmaceutical Specialties

By far the greatest number of prescriptions, some 6,000 items are drawn
from this group. It is also the most confusing, for it is composed of several
categories as is shown below. It should be emphasized that specialties in this
group are not packaged for over the counter sale, are not advertised to the
public, are promoted only to the physician and dentist and you do need a
prescription to acquire the medicine at least initially, and in some, but not
the majority of cases, a prescription is required by law each time you get
the medicine. This depends of course on the degree of danger of the drug and to
what degree it is legislated against.

CATEGORIES

(a) Legend Drugs (about 35 per cent of total)

(1) Narcotic Drugs

These are designated with an (N) in the Compendium of Phar-
maceutical specialties, and a prescription is required by law. e.g., Codeine,
Morphine, Demerol and combinations, ete.
(2) Controlled Drugs

These are designated with a (C) and a prescription is required by
law. e.g., Phenobarbital, Amphetamines and combinations.

(3) Prescription Required Drugs

These are designated with a (Pr) and are not considered habit
forming as (1) and (2) above but still require a prescription by law as
they are judged to be dangerous. e.g., Cortico-Steroids, antibiotics and
combinations with other drugs.

These above mentioned categories comprise about 35 per cent of the listings

in the Compendium and would be paid for by all prescription plans.

(b) Non Legend Drugs

These comprise about 65 per cent of the listings in the Compendium.
They are not legislated against by the Food and Drug Directorate; their
sale is restricted in most cases to a pharmacy and it would certainly be
necessary to have a prescription to first acquire them for a diagnosed
condition. If required for continued use a physician could specify the
required number of repeats. In other words, a prescription is needed in



s s

January 17, 1967 DRUG COSTS AND PRICES 1883

order to inform the pharmacist regarding the drug, its proper strength
and the dosage for the patient. A prescription is NOT required by law.

These include such commonly used drugs as: Digitalis, Digoxin and
Nitroglycerin for the heart. Most eye drops, ear drops, nose drops. Most
antihistamines for hayfever and colds. Nearly all stomach antacids and
ulcer medicines, almost all skin ointments except cortisone types and
many many others routinely prescribed by a physician.

By definition, P.S.I., W.M.S., or Blue Cross would not knowingly pay
for any of these prescriptions.

In fairness to all concerned it should be stated here that the categories of
exempted medicine are drawn mainly from this group for Green Shield, e.g.,
vitamins and the like. It should also be stated that although this group comprises
65 per cent of all the specialties in the Compendium, individual prescribing
habits, as well as the specialty of the physician will govern the percentage of this
group found in a sampling of typical prescriptions.

The Green Shield Plan is the only Prescription Plan which will pay for this
group of prescriptions subject to the limitations shown below.

The Green Shield Plan does however have some excepted medications and

those are defined on page 10 of the Service Agreement.

(a) First aid supplies.

(b) Vitamins and other dietary supplements.

(c) Contraceptives (These are elective).

(d) Proprietary and patent medicines (see above).

(e) Medications generally sold in non drug outlets.

(f) Prescriptions dispensed by a physician.

(g) Prescriptions while in hospital (OHSC).

(h) Injectibles of any kind, insulin and oral insulin substitutes.

(a) It should be noted that most injectibles are administered by a
physician in his office from stock bottles. The use and cost are
consequently impossible to control.

(b) Less than 2 per cent of the population are diabetics and less than
1 per cent use insulin. Since it is not prescribed but bought on a
continuing basis over the counter, the abuse and trafficking in
this product require it to remain out of the plan.

(i) Quantity Limitations
The quantity of any one prescription is limited only to the
standard treatment size package in the case of specialties of 34 days
continued use in the case of ongoing treatment.

We are convinced of the fairness and reasonableness of the benefits and
restrictions and this is borne out by the almost unanimous acceptance of the
regulations by over 110,000 persons presently in the plan. Complaints regarding
either the service or the restrictions are few indeed and all cases which have so
far arisen have been amicably resolved. This is in stark contrast to the great
degree of dissatisfaction reaching this office from subscribers to the other plans
as well as from their Union Executives, who appeal to us to help them resolve
the ever growing number of complaints regarding unpaid claims.
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There is in addition the one great advantage which no other plan possesses
and that is the prepayment feature, it is the only known way to acquire the
prescriptions when they are needed. This is most appreciated and widely recog-
nized by those on limited incomes or those who have been suddenly struck by a
huge prescription bill in-between pay days. Reimbursement, however, it is done,
still requires the subscriber to finance his purchases and seek relief at a later
date—deductibles only aggravate the condition.

An indication of the widespread availability of prescriptions under the
Green Shield Plan can be seen from the following example.

We were recently informed of the new premium rates for the Blue Cross
Plan which will come into effect on January 1, 1967, as well as the premium
structure of a new plan which they proposed to introduce.

When these rates were applied to the present enrolment of the Green Shield
Plan, it was found that the total amount of premiums in each case, if applied
over a 12 month period—September 1, 1965 to August 31, 1966 would be less
than the amount of benefits actually paid out by Green Shield over the same
period of time.

In summary then, it can be said that the Blue Cross Plan, Windsor Medical
Extended Health Benefits and Physicians’ Services Inc., Extended Health Plan,
will not knowingly reimburse a subscriber for any preseription unless it is an
injectible or it is listed as a legend drug in the Compendium, i.e. (N) (C) (Pr)
and then only after the deductible features of the plan have been complied with.
The Green Shield Plan covers all of these legend drugs and many, many more as
has been shown above.
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MINUTES OF PROCEEDINGS

MOoONDAY, January 23, 1967.
(39)

The Special Committee on Drug Costs and Prices met thls day at 3. 45 p.m.
The Chairman, Mr. Harry C. Harley, presided.

Members present: Mrs. Rideout, and Messm Harley; Isabelle, MacDonald
(Prince), Mackasey, MacLean (Queens), O’Keefe, Yanakis. -

In attendance: Representing the Canadian Pharmdceutical Association Inc.:
Mr. D. A. Denholm, B.S.P. of Vancouver, President; Mr. J. K. Lawton, Ph.C. of
Halifax; Mr. R. E. Wilton, Phm.B. of London, Ontario; Mr. D. M. Cameron, B.Sc.
Pharm. of Edmonton, Registrar of the Alberta Pharmaceutical Association, and
Mr. J. C. Turnbull, B.S.P. of Toronto, Executive Director.

Also in attendance: Mr. A. M. Laidlaw, Q.C. of Ottawa, Legal Counsel for

the Committee, and Mr. W. J. Blakely of Kingston, Accountant for the Com-
mittee.

The Chairman introduced Mr. Denholm who, in turn, introduced his associ-
ates.

The Committee proceeded to consider the Supplementary Brief submitted
by the Canadian Pharmaceutical Association, Inc.

Agreed,—That the above brief be printed as part of today’s proceedings (see
Appendix A).

Mr. Denholm summarized the first two sections of the brief; Mr. Turnbull
went briefly through section 3.

At 4.00 o’clock p.m. the Members’ presence being requested in the House,
the Committee adjourned until 7.00 o’clock p.m.

EVENING SITTING
(40)

The Special Committee on Drug Costs and Prices reconvened at 7.10 p.m.
The Chairman, Mr. Harry C. Harley, presiding.

Members present: Mrs. Rideout and Messrs. Forrestall, Goyer, Harley,

Hymmen, Johnston, Mackasey, MacLean (Queens), O’Keefe, Orlikow,
Yanakis—(11).

In attendance: Same as at afternoon sitting.
The Committee resumed consideration of the brief of the Canadian Phar-
maceutical Association, Inc.
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Mr. Denholm reviewed the recommendations and observations contained in
section 4. During the course of his remarks, Mr. Denholm tabled, for the
information of the Members, a Report on Survey of Dispensing Costs pre-
pared in October 1965 on behalf of The Pharmaceutical Association of the
Province of British Columbia by Mr. Walter W. Fee, F.P.I.A., R.ILA,, of Van-
couver, Management Accountant and Consultant.

The witnesses were questioned by the Members, the Counsel and the Ac-
countant.

On behalf of the Committee, the Chairman thanked the members of the
Association for appearing again before the Committee.

At 9.50 o’clock p.m. the Committee adjourned to 11.00 o’clock a.m.,
Thursday, January 26, 1967.

Gabrielle Savard,
Clerk of the Committee.
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MoNDAY, January 23, 1967.

The CHAIRMAN: Ladies and gentlemen, I think we should start today’s
meeting. As we all are aware transportation problems are being discussed in the
House today; and some members have experienced difficulty in getting to the
Committee because of bad weather. We are very pleased that the Canadian

Pharmaceutical Association were able to get here. I think they are here because
they arrived yesterday.

Mr. Denholm is going to make a brief statement and then we will hear

evidence. First of all, is it agreed that the supplementary brief of the Canadian
Pharmaceutical Association be printed as part of today’s record?

Some hon. MEMBERS: Agreed.

Mr. D. A. DENHOLM (President of the Canadian Pharmaceutical Associa-
tion): Thank you, Mr. Chairman. Mrs. Rideout and gentlemen, it is a great
pleasure for the Canadian Pharmaceutical Association to have this opportunity
to make a supplementary presentation to you in the hopes of being of some
further assistance to the Committee in its deliberations. I must apologize for the
fact that we were unable to place this written material in your hands prior to
today to enable you to peruse it in advance, but time just did not permit it; that

being the case, we would like to run through and summarize briefly some of the
items contained in the brief.

Firstly, Mr. Chairman, may I introduce to the Committee the members of
the Association who are present with me today. Mr. Don Cameron, on my
extreme right, is the registrar of the Alberta Pharaceutical Association and is
here in his capacity of chief administrative officer of the provincial licensing
body. Next is Mr. R. E. Wilton of London, Ontario. Mr. Wilton is a retail
pharmacist and operates two retail pharmacies in London. Then there is Mr. J.
K. Lawton of Haifax who, as a retail pharmacist in that city, operates five
pharmacies there, Next, of course is Mr. John Turnbull, our executive director,
who needs little introduction to you since you have met him before.

The brief that we have prepared, Mr. Chairman, is in four parts. I think it is
necessary that we run through them briefly, because we were not able to get
them to you in advance. Part 1 of the brief is a summarization of the original
submission to the Committee and this goes from pages 1 to 7 inclusive. It is not
my intention to deal with that to any extent at this time since this is merely a
summarization of the most important points that were in the original submission
to you to refresh your memory of that submission.

.Section 2 consists of a number of pieces of additional information and
statistics which we have endeavoured to gather together to be of some further
assistance over and above the original submission to you. In paragraph 2.1 we
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make some statements with reference to our relation to the Pharmaceutical
Manufacturing Industry; in 2.2 the Wholesale Drug Industry; in 2.3 the hospital
pharmacy group and you have already heard from the representative body of
that group, the Canadian Scciety of Hospital Pharmacists.

In paragraph 2.4 we make some comments on academic training and with
your permission, Mr. Chairman, I would like to read that one in detail in view of
the fact that some evidence has been placed before you concerning the matter of
academic training. At the bottom of page 9 we say:

Academic training, offered in eight degree-granting universities in
Canada, enables the pharmacist to assume the role discussed above. The
curriculum provides specialized training while educating the student in
the broader phases of professional life by providing, in its four years: (1)
an extensive background in the basic sciences; (2) advanced study of
newer developments; (3) an emphasis on pharmacology to assist in eval-
uating claims and the judging of the efficacy and safety of new or compet-
ing medicines; (4) specialization in particular fields of interest; and (5) a
rounded general education. Other statements to the contrary, the profes-
sion does not believe that anything less would provide adequate prepara-
tion for assumption of the full safeguarding and consultant responsibilities
which are to be expected ot the pharmacist.

Again we would draw paragraph 2.5 specifically to your attention, Mr. Chair-
man, since it outlines an activity that we are currently undertaking that has a
bearing on the academic training of the pharmacist. We say:

Pharmacist manpower and utilization is the subject of a study. in
depth to be undertaken by a commission on pharmaceutical services
sponsored by our Canadian Pharmaceutical Association, in keeping with a
recommendation received from the Canadian conference of phar-
maceutical faculties. This commission, which will include authorities on
occupational studies, one of whom may be its chairman, will initiate its
two-year task in the immediate future leading to a report on (1) the
occupational role of the pharmacist; (2) structural and manpower needs
of the profession; (3) student recruitment, selection and academic perfor-
mance vs professional performance; and (4) translation of concept and
fact into practical reality.

The purpose of this commission, of course, is to evaluate the academic training
that is presently being given and with a view to the future to evaluate the needs
with respect to academic training.

We next come to a portion of Section 2, retail pharmacists in which we have
gathered together some statistics over and above our original presentation _wl}lch
we feel may be of some assistance to the Committee and with your permission,
Mr. Chairman, I will ask Mr. Turnbull to pick up at this point and discuss with
you the statistics and material that are presented on page 11 and subsequently.

Mr. J. C. TURNBULL (Executive Director of the Association): Mr. Chairman,
and members, one of the questions asked of us when we appeared before the
Committee previously was a set of statistics which would relate to the purchas-
ing of the retail pharmacists on a direct from manufacturer basis as opposed to
wholesalers and the ratio quantities, and what have you. I regret that we are not
yet in a position to provide that type of statistics to the Committee but if it is
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deemed important to the Committee’s deliberations we will continue to attempt
to get it to you.

On page 11 we have updated previously submitted statistics which are
directly extracted from the blue pages appendix attached to the brief and which
I presume Mr. Chairman, will not, as previously it did not, appear, in the
transcript of the meeting, although you did indicate it is quite an undertaking for
the Queen’s Printer to duplicate it. This would be done at your pleasure.

The first set of statistics, of course, relates to what we have chosen to call
the total drug store dollar; that is the distribution and apportionment of the
dollar realized in sales in the retail pharmacy with which most of the members
are possibly most familiar. We then turned our attention to an up dating of
statistics, which we had previously presented, to depict the distribution of the
pharmaceutical dollar by bringing to these pages figures that include the pre-
scription dollar and yet do not relate to a great variety of merchandise in the
retail drugstore. These figures show a breakdown of that dollar and we can come
back to those if you so wish. This is followed by an indication of the net profits
coming from various types of pharmacies, the first being 5.6 cents on the dollar
and 6.4 cents on the consumer dollar. The highest noted in the complete suvey in
these various categories is 7.7 cents only as net profit before deductions for
income tax, and what have you.

We refer briefly to the prescription only statistics, which you will note on
page 13, arising from a study conducted in British Columbia relative to 1964
figures. These were compiled by a firm of management accountants and consult-
ants. At the bottom of page 13 we have summarized the average prescription
price which in 1965 was shown to be $3.32 in Canada, just one cent above the
1964 figure. Per capitawise this works out to $10.22 in Canada where the usage
rate had increased quite substantially to 3.07 prescriptions per individual. Also
on that page we present comparative figures of the United States experience in
the average prescription as opposed to that in Canada and here we would point
out that experience, as tabulated since 1955, has shown that the American
average prescription price has been consistently higher than that which is
available from the retail pharmacies of Canada.

Page 15 presens in a very brief form a spot check of randomly selected
pharmaceutical preparations marketed in Canada, and you will note that over the
space of some 13 years, 47 of 99 that were checked showed no change in price, 37
showed a gradual increase in prices, and 16 a gradual decrease in prices.

On page 16 we have attempted to clarify any misinterpretations that might
have been placed upon Canadian pharmacies long-standing statement relative to
multi-pricing policies which they have referred to on many previous occasions.
We quote a statement from our presentation of October 1961 to the Restrictive
Trade Practices Commission and for sake of clarity I would re-state the associa-
tion’s position.

The Canadian Pharmaceutical Association is of the opinion that the
principle of equal price for equal quantity and equal quality, provided
that there is a reasonable and equitable relationship between quantity
price levels, is the only principle which should guide pricing policies in
the distribution of drugs to all purchasing levels.
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This is elaborated upon in those pages and then on the following page we
state our belief as to the effect of the establishment of such like price for like
quantity and that is that

A single price policy with the only differences being due to economies
realized through volume of purchase would result in an institutional price
which would be somewhat higher and the price to retail pharmacies
would be substantially lower.

We say this in our true belief that the retail pharmacist is, in fact, faced
with competition from all individuals, institutions and agencies who make drugs
available, with or without, attendant safeguarding procedures, to the ambulatory
patient.

You will find also on that page a brief statement concerning the ownership
of retail pharmacies which is in keeping with our true belief that it is in the best
interest of all that the control and ownership of pharmacies rest in the hands of
pharmacists. We carry this further with the statement on page 18, related to the
joint practice of medicine and pharmacy, and draw the Committee’s attention to
the new Hart bill of the United States Congress which in brief prohibits a
physician from owning, either directly of indirectly, an interest in a pharmacy
and also prohibits physicians, generally, from dispensing drugs and devices.

We refer again in this brief to the subject of sales tax which is quite a
favourite subject, I know, before this Committee, and without any attempt to
bring forth statistics, we do draw the Committee’s attention to a statement of
recent correspondence from the Minister of Finance in reply to our plea that this
new levy, moving up from 11 to 12 per cent, be not applied to drugs. The Minis-
ter in his reply gave an indication that our—

request that drugs be relieved of the additional one percentage point in the
rate of sales tax will be given careful consideration before the Excise Tax
Act amendment comes up for debate in the House of Commons.

We would respectfully urge the members of this Committee to support our

request.

The CHAIRMAN: Mr. Turnbull, before you go any further I understand that
the members’ presence is requested in the House. As I mentioned, there are some
problems in the house. As members are aware, there is no vote taken between
six and eight, would it be convenient to adjourn until seven o’clock?

Mrs. RipEoUT: Mr. Chairman, I know that it is the usual procedure not to
vote between six and eight but sometimes votes are taken.

The CHAIRMAN: Not usually. If ten members stand and say that it not be
counted, then there usually is not a vote If it is convenient for the members of
the Association, and the Committee members, we could have a bite of dinner
and start again at seven o'clock, and at least we could go for a solid hour, I
would think, without any interruption.

Mrs. RipEouT: Would there be any hope of meeting in the railway commit-
tee room so that we would be near the Chamber?

The CHAITRMAN: We have checked that and apparently not. We do not have
the proper facilities for recording the proceedings there.

The meeting will adjourn until seven o’clock this evening.
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EVENING SITTING

The CHAIRMAN: Gentlemen, we will resume our meeting which was intgr-
rupted this afternoon. At that time we were considering the sppplementary brief
of the Canadian Pharmaceutical Association. Mr. Denholm, will you proceed.

Mr. DENHOLM: Mr. Chairman, and particularly those who were not here th.is
afternoon, we indicated our pleasure at having the opportunity to appear again
before you and perhaps offering something by way of assistance to your deliber-
ations and the problems before you. We also apologize for not having had the
opportunity of getting this supplementry brief into your hands prior to the
hearing to give you an opportunity to peruse it before we met today.

We indicated that the brief was divided into four parts. We had dealt with
the first two and Mr. Turnbull was in the process of discussing the third section
of the brief, he was at page 18 at the time we adjourned. With your permission,
Mr. Chairman, I suggest we resume at that point.

The CHAIRMAN: We had just finished speaking about federal sales tax.
Mr. DENHOLM: Yes, paragraph 3.2 on page 18.

Mr. TuRNBULL: Leaving the sales tax statement, we present in the brief a
comment relative to some of the press reports concerning certain studies that
have apparently been made in which there has been brought to public attention
certain variations in retail pharmacy prices. Of course we have indicated in our
brief that it is impossible to comment on the published stories until such time as
we have a certain awareness of the manner in which the studies were carried out
and the circumstances under which the pricing was sought.

On the following page, under the topic of “Counting and pouring”, which
has been popularly discussed on several occasions, we respectfully draw the
Committee’s attention to the appendices of the brief and in particular to one that
relates the process of counting and pouring; as possibly seen by the public, to
some of the less apparent procedures that are involved in such a preseription and
the rendering of pharmaceutical service.

Mr. Chairman, drug information and its dissemination is an important part
of pharmaceutical life. We are pleased to be able to tell your Committee that our
Compendium of Pharmaceuticals and Specialties is now very close to being off
the press and within a short time will be distributed free of charge to all
physicians, pharmacies and hospitals in Canada. I have obtained from the print-
ers a mocked up copy in case any members of the Committee are interested in
seeing the material which is presented in this book. Although it is not the final
copy, it will give you an idea, if you wish to have a look at it. We look forward to
sending out copies as soon as it is off the press.

These then are the general observations on Canadian Pharmaceutical As-
sociation’s brief today, following up our initial presentations last June and early
July, which leads us to the point where we feel that we can make certain
recommendations to the Committee.

Mr. DENHOLM: Mr. Chairman, just before going on to the recommendations
I would draw your attention back to page 13 where Mr. Turnbull referred to a
survey of dispensing costs conducted in the province of British Columbia. The
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report of that survey is available. I have a copy for you, Mr. Chairman, and
should you wish copies made for the members of the Committee, these are
available at your pleasure, sir.

The recommendations begin at page 20:

Although the Canadian Pharmaceutical Association does not believe
that the Committee has been presented with evidence to permit it to
concur with the statement in its terms of reference which are to the effect
that “drug costs are too high”, it is of the opinion that certain steps can be
taken without delay which will directly influence an immediate lowering
of the price at which drugs are manufactured, distributed and sold and/or
which will indirectly exert a stabilizing effect on the many components of
cost and, hence, continue to maintain expenditures for pharmaceutical
services as an extremely small part of the consumer dollar.

To this end, we respectfully submit the following recommendations.
1. We recommend that the Excise Tax Act and/or other .per}inent
legislation be amended to provide for the abolition of the apphf:anon of
Federal Sales Tax to medicinal preparations and therapeutic appliances.

2. We recommend that the Income Tax Act be amended to provide
personal income tax relief on the total of personal expenditures for
prescribed pharmaceutical services provided by pharmacists and all other
professionally rendered health care services by the removal of its present
“3 per cent of net income” clause.

3. We recommend that every possible action be undertaken to influ-
ence and promote the establishment of recognisable procedures whereby
the prices at which the community retail pharmacist purchases his drugs
bear a fair and equitable relationship to those which are offered to other
individuals in the health professions, to hospitals and related health
services institutions and to governments and their agencies.

4. We recommend that, through its report and the public influence of
its members, the Committee support the advancement of public drug
insurance and/or prepayment plans which are service programs sponsored
by pharmacists and financially guaranteed by all levels of pharmaceutical
endeavour.

5. We recommend that our governments give immediate attention to
granting tangible financial assistance to individuals within defined illness
categories to enable them to obtain first class pharmaceutical services
from local, private pharmacies.

6. We recommend that the Compendium of Pharmaceuticals and
Specialities be endorsed as a valuable, comprehensive information tool
worthy of both professional and governmental support through editorial
involvement and financial assistance, particularly as such may permit
enhancement of its related information capabilities.

7. We recommend the development of better and more consistent
methods of gathering, recording and publishing statistics related to the
manufacture, distribution and sale of drugs and in relation to the provi-
sion of pharmaceutical services.
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8. We recommend support of Pharmacy’s moves towa.rd establ}shing
an equitable professional fee-for-service system wh.ich' is not directly
related to the cost of the drug ingredients of a prescription.

9. We recommend that every committee, commission, agency or o_th-
er body charged with the responsibility of investigating and/or reviewing
matters pertaining to, or related to drugs and/or pharmaceutical services,
be such responsibilities of a policy or administrative nature, be requx;ed
to avail itself of the consultant services of one or more pharmacists
knowledgeable in the subject who shall be retained either full or part
time for such purpose.

Mr. Chairman, a number of subsidiary notes have been attached to each of
these recommendations. Although I have not read them, I left them for the
private perusal of members of the Committee or for questioning, as you see fit.
This concludes the summarization of this supplementary brief to this Committee.
Once again, I regret that we were not able to place it before you in full in
advance. We have skipped over it fairly lightly. With respect, sir, we would
invite any questions that the members of the Committee may have.

The CHAIRMAN: The meeting is open for questioning. Because of the limited
time that we might have, would members come to the point rapidly. Perhaps you
would allow me to judge the time that each member should be given.

Mr. MACKASEY: Mr. Chairman, on page 13 you have shown two types of
prescription, non-welfare and welfare. Why is there a difference in the average
ingredient cost?

Mr. DENHOLM: I think I can answer your question directly since I am from
British Columbia and was involved in setting up this survey. The difference here
is that almost invariably the quantity prescribed in welfare drugs is higher than
for general prescription service.

Mr. MACKASEY: Why is that?

Mr. DeNHOLM: I would have to rely on medical authorities for the real
reason, sir, but the average quantity prescribed for welfare patients is higher
than for general prescription service.

Mr. Mackasey: I believe you, but why does a welfare patient need more
material than one who is not a welfare patient.

Mr. CAMERON: Perhaps I can make a relevant comment, Mr. Chairman. It is
our experience that, by and large, many of these people are chronically ill, and
that is why they are under the welfare program.

Mr. MAckASEY: As I understand, from what is contained on this page, the
druggist loses money on every welfare prescription that he fills.

Mr. DeNHOLM: Yes. I might mention that the provincial association is in
negotiation at the moment with the provincial government to correct this matter.

Mr. MACKASEY: Apart from humanitarian reasons, just how many welfare
prescriptions can you afford to fill if you are losing money on every one?

Mr. DENHOLM: Not too many, sir,
Mr. Mackasey: Why do you do it?
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Mr. DENHOLM: The pharmacist has a responsibility to the community to fill
prescriptions that come to him. Let us step out of welfare altogether: there are
occasions when persons come to a pharmacy who do not have the benefit of
welfare coverage and yet are unable to pay for their prescriptions. I know of no
pharmacist in British Columbia who would refuse to fill that prescription, so this
is part of that over-all picture. I am not trying to intimate to you that this is a
great humanitarian act, but I am suggesting to you that the pharmacists are
prepared to accept their professional responsibilities to the community by ac-
cepting a lesser return to the point of a loss in contributing to welfare prescrip-
tion services.

Mr. MACKASEY: The point I am getting at is that the community, in a sense,
has a responsibility to the druggist and he should not have to bear it.

Mr. DENHOLM: I appreciate that.

Mr. Mackasey: How do you distinguish in British Columbia between a
welfare prescription and a non-welfare prescription?

Mr. DENHOLM: The welfare program in British Columbia calls for the
submission to the pharmacist of a duplicate prescription on a form which is
provided to the physician by the department; the patient has a medical identity
number, and so on, and the benefits are within the prescribed limits of the drug
benefit list.

Mr. MACKASEY: Perhaps I should have asked you how the price is arrived at,
which is more pertinent.

Mr. DENHOLM: It is arrived at on the basis of a contract agreement between
the provincial association and the department of social welfare.

Mr. MACKASEY: So the real reason for your getting less for the welfare
prescription is because the government has set these prices rather than for
humanitarian reasons. The $2.86 is what you are entitled to by law.

Mr. DENHOLM: I do not think that is at all accurate because there is no law
involved here. This is an agreement between the provincial association and the
Department of Welfare; although I am not at liberty to discuss the brief that is
before the government of British Columbia because it is still before them, we
have pointed out to them among other things that this arrangement was nego-
tiated some 12 years ago and has not been amended since that time. That is one
of the reasons that it is low.

Mr. MACKASEY: To finalize this particular point, you have now found after
detailed study that the agreement is not realistic and that you lose money on
every prescription.

Mr. DENHOLM: Precisely.

Mr. MACKASEY: I believe you mention elsewhere that this loss in a sense is,
therefore, borne by the general public indirectly who have to pay a little more
for their prescriptions because of this loss.

Mr. DENHOLM: This might be said, sir.

Mr. MACKASEY: Then if this is adjusted in British Columbia through agree-
ment, can we hope for a lowering of the other preseription costs?
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Mr. DENHOLM: Well, the loss is really being borne by the pharmacist today,
and there have been no adjustments in his general over-all prescription pricing
patterns to the general public as the result of this loss.

Mr. MAcCKASEY: Without looking at the blue section—the Chairman pointed
out that time is of the essence—what is the net return in British Columbia as
compared with other provinces before taxes?

Mr. DENHOLM: I believe it is 3.2 per cent.

Mr. TURNBULL: It is 4.0 per cent in the medium range. Table No. 7 combines
all of them but you have a range there of 125,000 to 150,000 sales gross, and it
shows 4.0 per cent. If you go over into the more numerous group it comes into
the 3.4 per cent net profit before taxes.

Mr. MACkKASEY: How does that compare with other provinces?

Mr. DENHOLM: Table No. 2 shows 3.7 per cent for British Columbia; and
going from left to right in this table it shows 6.1 per cent for Alberta; 3.7 for

British Columbia; 5.3 per cent for Manitoba; 8.3 per cent and so on. We are the
lowest in the country, sir.

Mr. MAcCkASEY: In view of these figures, I can hardly blame you if you do
not pass it on.

Mr. DENHOLM: It is the lowest in the country.

Mr. MackASEY: This could be one of the contributing factors, in other words.

Your observations on patent legislation on page 5 are of interest to me. You
suggest that the period of protection should not exceed three years. Would you
care to explain why you have come to this conclusion?

Mr. TurNBULL: You will recall possibly, Mr. Mackasey, the discussions of
the original brief and this appeared on page 21; we have merely brought this
forward into this brief as well. The same type of statement was made at that time
that we feel it is in the interests of the innovator and the inventor to protect
them with certain patent rights in Canada. We are of the belief that because of
the manner in which drugs are being improved day after day in modern life the
active existence of a drug is quite short today compared with several years ago.
Therefore, we are suggesting that possibly protection not exceeding three years
—unless, of course, it be produced in Canadian based facilities—is quite ample,

and in providing this protection it will encourage the production of this drug in
Canada.

Mr. MACKASEY: You have not given me any reason why it should be 3 years
rather than 4 years, 6 years or 5 years. I am persistent in this because this is one

of the conclusions the Committee is trying to come to, and we value your opinion
in this matter.

Mr. TurNBULL: We are of the opinion that 3 years is adequate except
relative to drugs of a particular nature which might require an extension of this

due to their marketability or certain problems in establishing Canadian-based
facilities.

Mr. MACKASEY: Mr. Turnbull, on what did you base your opinion?

Mr. TURNBULL: At this particular moment I cannot provide an adequate
answer to this. This is something that we have worked on; it is not something
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new. This goes back several years and is identical with the submission we made
before the Hall commission.

Mr. MACKASEY: Do you have this study available?
Mr. TURNBULL: Yes.

Mr. MAcCkASEY: Could you put it at the disposal of the Committee—not
tonight, of course.

Mr. TURNBULL: By all means.

Mr. MACKASEY: On the same page on the topic of quality, you say:
The Association does not share the belief of some witnesses that the
Food and Drug Directorate should be a certifying body which tests each
and every batch of a drug preparation and, indeed, such would be finan-
cially impractical and physically impossible. Where a reputable industry
exists, it should not be necessary.
Do you mean where a reputable manufacturer exists, or are you using the
word “industry” collectively?

Mr. TurRNBULL: Individually or collectively, sir, I believe was the intent
here. If our industry in Canada enjoys an excellent reputation we do not believe
that a government agency should be charged with the responsibility of certifying
what they themselves should be doing.

Mr. MACKASEY: I could agree with the statement in its entirety, Mr. Turn-
bull, if you were to say, “where a reputable manufacturer exists”, because the
word “industry” to me includes everybody who contributes to that industry.
What bothers me is the existence of different importers in Canada who have
nothing more than an office here; the point is: why should they escape the law?

Mr. TurNBULL: I think we could sum it up by saying that if there are
individuals, who cannot be considered reputable, making drugs available in
Canada—and this might be a little bit different than other industries—they
should not be allowed to distribute them in Canada.

Mr. MACKASEY: We agree. The point is, however, that they do come under
the collective term “industry”. This is why I raised the question.

Mr. TurRNBULL: I would suggest that they should not be termed “industry”
in Canada as they are now.

Mr. MACKASEY: My next question is on page 6, which I think is very
important.
In view of the administrative controls possible under the Food and
Drugs Act, the Association does not believe that a separate Standard,
74-GP-1b, establishing a list of manufacturers ‘qualified’ to sell to the
Government is necessary. Indirectly, the latter influences an increase in
the price of drugs and it may well create situations which, in the future,
will work contrary to the interest of the private medical and phar-
maceutical practitioner and those whom they serve.
Would you care to elaborate on that?

Mr. TURNBULL: I think this relates to our previous conversation and I do not
think anyone would argue with our premise that if there is a certain established
list of manufacturers who through some circumstance or other are adjudicated
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as the only ones qualified to sell to the government of Canada, then we are of the
opinion that those who are not so qualified should not be allowed to market their
products to the citizens of Canada.

Mr. MACKASEY: In other words, I think we agree again that this standard
should apply not only to those selling to the government, but to everybody.

Mr. ORLIKOW: Mr. Chairman, I am not quite clear as to who is going to set
this standard. On page 5 it is suggested that the Food and Drug Directorate does
not need to check anything. Who is going to set the standard?

Mr. TURNBULL: Is it necessary to set such a standard if the drugs that are
being marketed by a company do indeed meet the standards specified in the Food
and Drugs Act and its regulations?

Mr. DENHOLM: I wonder if I could answer that, Mr. Chairman. I think the
point here is that this is a standard which, while having virtues, is not applied to
all persons and all companies and that is why we object to it. This is a standard
which applies to only certain people and because there is in existence another
standard, which may or may not be up to the level we would desire, this creates

a situation where there is a double standard. This is the principle to which we
object, sir.

Mr. MACKASEY: Is it more logical that the one standard be equal to the top
standard?

Mr. DENHOLM: Across the board, sir.

Mr. MACKASEY: In other words, the 74-GP standard should be the standard
that the Food and Drug Directorate use in all their inspections regardless of
whether or not these manufacturers are selling to the government.

Mr. DENEOLM: And in saying that we would add that 74-GP-1 as a mini-
mum be established across the board.

Mr. MACKASEY: Regardless of what they sell through the different chan-
nels.

Mr. DENHOLM: Yes, sir.

Mr. MACKASEY: For information purposes, you are publishing Compendium

of Pharmaceuticals and Specialties. How will this Compendium differ from the
Vademecum?

Mr. DExNHOLM: This is pretty easy to answer, sir. I do not know whether you
were here this afternoon when the mock-up copy of the Compendium was passed
around, but with all due respect to the Vademecum and its publishers, the
Vademecum is a limited publication of a promotional nature; this is a compre-
hensive publication of an informative nature, so the concept is different to start
with. To give you some indication of the difference in the scope of the two
magazines, I shall ask Mr. Turnbull to give you some figures we have with
relation to the number of monographs of prescription specialties on the market
in Canada which appear in the two publications.

Mr. TurNBULL: I think it should be understood that we are not in competi-
tion with the Vademecum. Presumably, it has its role. We have been publishing
this type of thing for several years. The Compendium is edited under profes-
sional and unbiased circumstances utilizing as much assistance as can be ob-
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tained from the public literature relative to the various drug preparations. Our
rough calculation give or take a few figures, would indicate that the most recent
edition of Vademecum International contains 1,701 monographs of the products
of some 96 companies. We have not been able to do a count of the actual
monographs that will be contained in the Compendium, but the circumstances
under which our monographs are written are somewhat different. There will be
well in excess of 5,000 monographs. Possibly the best comparison—and we chose
this one because it is at the beginning of the Vademecum where it lists according
to company—is that whereas the average company publishes 46 monographs of
20 brand name products on 193 pages in the Vademecum the Compendium
publishes full monographs, 122 monographs of 122 Abbott trade names which
are presented to the professions in approximately 500 dosage forms.

Mr. MACKASEY: May I ask you a question, Mr. Turnbull. How is the book
financed?

Mr. TurNBULL: The book is financed by the association and we hope to
obtain a certain amount of money through the sale of it. We have appended a
copy of our advertisement to the book.

Mr. MAckASEY: Do the manufacturers contribute in any way?

Mr. TURNBULL: The manufacturers are not financially involved other than in
the therapeutic index section which we made available to them through their
free choice, subject to editorial review in order to assist us in its distribution,
free of charge, to the medical profession, the retail pharmacies and each hospital
in Canada.

Mr. MACKASEY: The one complaint I have had of the Vademecum, of course,
is that the companies pay by the square inch. Do you charge on the same basis?

Mr. TURNBULL: No, definitely not. They are not involved in the editorial
portion of the book whatsoever. The companies were invited to participate
through the therapeutic listing of products which they wish to appear there. This
was extended to every pharmaceutical drug manufacturer in Canada.

Mr. MACKASEY: Mr. Turnbull, it states on page 6, under “Brands and generic

names’’:
Possibly less than one third of all prescriptions could be written in

generic terminology.
And then:
Drug preparations having the same generic name, with or without an
added brand name, are not necessarily therapeutic equivalent.
‘Would you like to eleborate on that?

Mr, TuRNBULL: The first is a statement which sums up at least three studies
that have been conducted in this regard and that indicate that less than one third
of all preparations, not the dollar value of the research, could be written in
generic terminology. This has shown up in at least three if not four of the studies
that were made on the available preparations on the market.

Mr. MACKASEY: In other words, if the doctors were schooled to prescribe
generically they could only do so in only one third of the cases?

Mr. TURNBULL: Yes.

Mr. MACKASEY: What are the impediments to prescribing for the other two
thirds?
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Mr. TurRNBULL: In two thirds of the cases the products are prescription
specialties which are specific to a company. They are combinations of drugs or
| individual drugs which are produced only by that company.

" Mr. OrRLIKOW: I have one supplementary question, Mr. Chairman. Is it true

that in the third that could be written with generic names are included a very
large percentage of the drugs which are (a) used more frequently and (b) used
extensively? I am thinking of tranquillizers and antibiotics.

Mr. DENHOLM: Mr. Chairman, with respect to this third, the third varies
from any one year to another because those in the manufacturing field who
choose to distribute their products under generic name only, and this is their
i choice, do so in those fields which involve, as you mention, volume drugs only.
| This field varies tremendously. In one year this third might be made up of X
1 group of drugs and in another year half the group might change because some
! groups are no longer volume drugs, s the generic name houses, if we can use

that term, are then dropped out of the field. I think Mr. Turnbull has some fig-
ures in this regard.

Mr. MACKASEY: With respect to your last statement, did you say that generic
firms would drop the field when volume is no longer important?

Mr. DENHOLM: That is right, sir.

Mr. MACKASEY: Who keeps the drug available if it is needed in isolated
cases?

Mr. DENHOLM: The initiating manufacturers who have put the drug on the
market in the first place.

Mr. MACKASEY: They assume this moral responsibility to make it available.
Mr. DENHOLM: That is right.

Mr. MACKASEY: And the generics withdraw.
Mr. DENHOLM: That is right. They are involved in the volume market only.

Mr. ORLIKOW: Are you suggesting that they do it as a service to the public
and that they are not interesed in a profit?

Mr. DENHOLM: I suggest that any business concern in Canada which is not
interested in profit, sir, is going to be out of business very quickly. I also suggest
that they recognize their responsibility in providing a range of products, some of
which, quite frankly, may not be profitable in themselves.

Mr. MACKASEY: In other words, when the profit is no longer available
through volume, the generics cease to be interested.

Mr. DENHOLM: That is correct, sir.
The CHAIRMAN: Do you have any figures in this regard, Mr. Turnbull?

Mr. TurNBULL: No, I do not have any up to date figures, Mr. Chairman. I
think what Mr. Orlikow is saying is quite true, in that the sedative and the fast
moving lines are the lines in which this type of preparation is normally found
available.

Mr. OrLiIKOW: Would it make a substantial difference to the individual
patients, institutions, hospitals or provincial hospitals whether they buy chlor-

promazine, for instance with the brand name or whether they buy one of the
generics?
25518—2
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Mr. TurNBULL: I do not know the comparative price levels of the institutions.
I was commenting only on the fact that phenobarbitol, thyroid and A.S.A.
compounds are the first compounds and that sulpha drugs and what not are
quite popularly available in generic terminology.

Mr. OrLIKOW: Could this make a substantial difference even at the retail
level?

Mr. TURNBULL: I presume it could with very cautious buying, sir, all things
being equal with respect to the products and the desire of the physician of
course.

Mr. MAcLEAN (Queens): On page 17 you say that the ownership of retail
pharmacies rests, in the majority of cases, with the individual pharmacists.
Bearing that in mind, I would like a further explanation of the breakdown of the
sales dollar as pointed out on page 11. In this regard I would say that the 18}
cents paid for salaries to local resident employees would include the proprietor’s
salary.

Mr. DENHOLM: Yes indeed, sir.

Mr. TurRNBULL: My officers caught me on this point too, sir. The employees
here that is, the man who is self-employed is certainly, shall we say, his own
employee.

Mr. MACLEAN (Queens): What are the circumstances that decide how much
he is going to pay himself? How much of his gross income comes through profits
and how much through salary paid to himself? Is he completely free to pay
himself whatever salary he likes or is there a scale of fees that determines this?

Mr. TuRNBULL: There is certainly no scale of fees other than logic and
business practice. Possibly the gentlemen who are owners of retail pharmacies
would care to comment.

Mr. DENHOLM: Possibly we might ask Mr. Lawton to comment on this
questions Mr. Chairman. He is involved in this.

Mr. MACLEAN (Queens): Yes. If I might go on, I will ask a subsidiary
question now and perhaps the whole matter could be dealt with at once. Turning
to table 2, the blue table at the back, which lists the various costs and so on by
provinces, it strikes me as rather strange that in a province like Alberta where
the average income is quite high that the total income for the pharmacists there
is $15,209 whereas in a province like Newfoundland or New Brunswick where
the average income is considerably lower, I would think than in Alberta the
income is $25,553 in one case and $24,368 in the other. In addition to that the
profits vary widely from province to province. Other income also varies widely,
for instance from $40 in the case of Newfoundland to $1,748 in the case of British
Columbia. Generally speaking the proprietors’ salaries seem to be in reverse
proportion to the average salary in the province concerned.

Mr. DENHOLM: Mr. Chairman, Mr. MacLean asked a number of questions.
Perhaps we could ask Mr. Lawton to answer the first one which, as I recall it, was:
Wh;.t system is used to apportion the owner’s income between salary and net
profit

Mr. LawroN: Mr. Chairman, the store owner who is self-employed,
has an attitude toward his salary and he believes that he should pay himself the
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normal going rate that he would pay another pharmacist. However, since he is
his own employee, he has the privilege of adjusting his salary up or down,
possibly in most cases due to income tax considerations. There is no set scale of
fees for owner-pharmacists; certainly in the case of employed pharmacists it is
the going rate, and again there is no set scale. I believe that in table 2 you
compared the return to pharmacists in Newfoundland and I think that you have
to realize that in Newfoundland only three stores responded to this survey, and
they might have been three large volume stores. In Alberta it showed up very
clearly that the average sales were $101,000; in Newfoundland the three stores
had average sales of $150,000 and this throws the comparison off quite a lot.

You also mentioned other income. Other income includes many things: the
income from post office and stamp machines, vending machines, this type of
thing and of course in many areas there are not large numbers of these; in some
areas, a post office particularly in small towns, is not involved in drug store
operations at all.

Mr. MacLEAN (Queens): Comparing Newfoundland and British Columbia,
the net profit of the stores shown in British Columbia is approximately $7,000,
whereas in Newfoundland it was $15,000. I suppose that is to some extent in
proportion to the total sales.

Mr. DENHOLM: Mr. Chairman, other than indicating that perhaps I, who
come from British Columbia, should move to Newfoundland, perhaps Mr.
Turnbull might have something to say on this.

Mr. TurnBULL: I think it unfortunate, sir, that you make reference to
the Newfoundland chart and possibly, in view of the many interests in this
particular table, it is unfortunate that this does indeed appear in here. The
summary in this survey is conducted by a source which is independent of our
association office, and when the time came to publish these tables we were
contacted with the suggestion that if the results of the three pharmacies that
happened to voluntarily participate in this program, were published, it would
encourage other pharmacies in Newfoundland to participate in the future.
This is the only reason that this particular table, which represents four per
cent of the pharmacies in Newfoundland, did indeed appear what is basically an
association publication.

Mr. MACLEAN (Queens): I see. Perhaps it would be fairer to compare New
Brunswick and British Columbia, for example. But to go on with my question,
I notice that in the sample given here, in New Brunswick the net profit is
much higher than in British Columbia; the proprietor’s salaries are the same
in those two cases, but in some of these cases the profits are high and the salaries
low and vice versa. Is there any provincial tax law or anything of this sort that
would influence the druggist, depending on what province he is in, to show more
of his income as salary and less of it as profit and vice versa.

Mr. DENHOLM: There may be, but not to our knowledge.

Mr. MAcLEAN (Queens): Is it not correct that the figures here in table two

are just a sample and are not necessarily very representative of the total in any
of these provinces.

Mr. DeENHoLM: In some of the provinces, Mr. MacLean, they are most

representative and I think from an actuarial point of view it depends entirely on
25518—2}
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how many have reported; it has been indicated that the 109 pharmacies report-
ing in British Columbia, for example, represent 22 per cent of the pharmacies,
which I think most actuaries would accept as a representative sample, whereas
the 3 per cent from Newfoundland is not a representative sample and there is
variation between these two figures, sir.

Mr. MAcLEAN (Queens): Thank you.
Mrs. RipEOUT: Mr. Chairman, I was interested on page 4 in the “Dollar effect
of the legislation”, where you state that

—place a very costly, hidden, financial burden on the pharmacist. He
must follow strict procedures—

and then you go on to say:
Regrettably, and quite improperly, too many of these Regulations do
not pertain to the other professions who may legally handle drugs.
I wonder if you would mind elaborating a bit.

Mr. DENHOLM: Yes; by way of example, the provisions of the Narcotic
Control Act and Part III of the Food and Drug Act, which regulate the sale and
distribution of controlled drugs, impose a great many regulatory provisions on
the pharmacist in the distribution of these drugs by way of recording purchase,
sale and receipt of properly constituted medical authority for dispensing these
drugs. This is a costly adminstrative procedure for the pharmacist.

Mrs. RIDEOUT: Are you suggesting that other people do not have to follow
these procedures?

Mr. DENHOLM: In some cases they have a lesser requirement in this respect,
Mrs. Rideout, yes.

Mrs. RipEoUT: But the same procedures of safety are observed, I would
think.

Mr. DeENHOLM: If the procedures of safety, which are required of the
pharmacist, are necessary in the interests of safety, and we believe they are,
then the same degree of safety is not provided.

Mr. RipeEouT: It certainly should be.
Mr. DENHOLM: Agreed.

Mrs. RipEouT: What about the hospitals where certainly a large amount of
drugs are dispensed. I would expect in hospitals that the same degree of safety
and precautions would be taken.

Mr. DENHOLM: There are certain requirements in the hospitals, and of more
particular concern at the moment are the requirements in the nursing homes
which become near-hospitals. Perhaps we might ask Mr. Cameron to comment
on this from his point of view because he is a provincial officer of a pharma-
ceutical association, and I am sure that he is concerned with the degree of con-
trol exerted at these various levels. We were referring here not only to the
hospital situation but, quite frankly, to the degree of requirement on physicians
for recording, as opposed to the degree of requirements on pharmacists; there
is considerable variation, a quite improper degree of variation, in our view.
Mr. Cameron will comment with respect to the hospital situation.
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Mr. D. M. CameroNn B.Sc. Pharm., Edmonton (Registrar of the Alberta
Pharmaceutical Association): Mr. Chairman, with specific reference to nursing
homes, we recently have had an exposure to situations which we believe to be
not in the public interest, by virtue of the rather significant amount of drugs
being distributed and an almost complete lack of records pertaining thereto. We
have taken this up with the provincial government of the province of Alberta and
explained to them our concern, and they have agreed we believe. The regula-
tions that were supposed to have been in effect are going to have to be
stringently observed by them just as they are by the pharmacist. With specific
reference to the nursing homes, it has in fact, I think, been established that they
are not hospitals in the province of Alberta, will not conduct themselves as such
and will make a proper accounting of the drugs distributed through their
resources; in future they are going to have to secure these drugs from licensed
pharmacies in the province of Alberta.

There are also some variations between those records required of a pharma-
cist and those required of a hospital. By and large, I think, most people do not
find a wide discrepancy between pharmacy practice and hospital practice by
virtue of the fact that you have in active treatment hospitals immediate access to
physicians who exercise a good control over hospitals by virtue of stop-order
programs and other things of this nature. Because of what I have said, there is
probably not the same concern between these two particular institutions; but it
is of some concern and of some administrative cost, I might add, that records

required of hospitals are not the equivalent of records required from pharma-
cists.

Mrs. RipeouT: I have great concern for the consumer because he or she must
have complete trust in the doctor and the druggist. It concerns me that you
suggest there are places where the same restrictions are not properly adhered to.
I would think that the same people who check the pharmacies to see that proper
safeguards are carried out would also be checking these other institutions.

Mr. DENHOLM: Mrs. Rideout, our reference here of course is not to the level
of safety and the level of restrictions; our reference here is to the fact that the
number of the regulations and, shall we say, restrictions, are greater in the case
of their application to the retail pharmacist than to the others.

Mrs. RipEouT: In other words it is more costly.

Mr. DeNHOLM: This is placing a more costly burden. By the way these are
the procedures that we listed in our first brief on page 62 of the transcript of the

third hearing and you will recall that we, facetiously, made the s of special look
like a dollar sign.

Mrs. RIDEOUT: Mr. Chairman, if I may have one more minute, I would like to
put a question to Mr. Lawton of Halifax, a retail pharmacist and owner of a
small drug chain. I am interested in the small druggist; it is going to be more
difficult for them because they are going to run into the same competition now as
the corner grocery store did when the supermarket came along. However, as we
all are well aware, competition is good and it builds up sales. How are you going

to be able to keep the price of your drugs on the same level as the large retail
outlets which can sell much cheaper.
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Mr. LawToN: Mrs. Rideout, in our area, as of October 1, the larger outfits
cannot sell drugs—the more expensive drugs particularly, very much cheaper
than we can, and still stay in business.

Mrs. RipEOUT: By “more expensive”, do you mean the patent drugs.

Mr. LawToN: No, any high priced drug, because we now have in existence a
pricing method, which I think you have heard about; it is the cost plus a profes-
sional fee method.

Mrs. RipEouT: Right across Canada.

Mr. LAWTON: It is not right across Canada, but in some provinces its use is
as high as 70 per cent. We have in the Halifax metropolitan area about 65 stores
and I believe that around 50 or 51 are using this system, in effect, it reduces the
difference between the discount price of a large operator and the regular retail
drugstore. It does not matter what the ingredient cost is, we still make $2.00 on
it, and the larger store cannot do much better than that and stay in business. The
difference is getting smaller all the time.

Mrs. RIDEOUT: So competition will not actually reduce the price of drugs?

Mr. LAwWTON: As far as we are concerned they cannot be reduced much more
in retail pharmacies.

Mrs. RipEoUuT: Thank you very much.

Mr. O’KEEFE: Mr. Chairman, the questions I had in mind, particularly about
the Newfoundland appendix, have been asked by Mr. MacLean and Mrs. Rideout
has very thoroughly cut the ground under a few other questions I had.

I notice under “dispensing cost” on page 13 that in respect of non-welfare
prescriptions the dispensing cost is $1.75 and you make the magnificent profit of
2 cents. On welfare prescriptions the average ingredient cost is $1.72; dispens-
ing cost, $1.75, and your loss is 61 cents on every prescription. What does that
$1.75 suggest?

Mr. DENHOLM: I wonder if I could have the copy back that I gave you, Dr.
Howe. Thank you. This survey was conducted in British Columbia by a man-
agement consultant, together with the advice of the provincial association’s
consulting actuary, and the various costs in the pharmacy are broken down into
direct costs and indirect costs. They are apportioned as follows: direct costs,
consisting of salaries and these include the salaries, as was indicated earlier, of
the owner-manager, in addition to the employed pharmacists and the lay help:
the cost of containers, labels, prescription pads, and so on, and everything that
directly contributed and could be directly attributed to the provision of the
prescription service. The indirect costs are those which are indirectly concerned
with the dispensing of prescriptions and apply to such matters as accounting and
collection, advertising and promotion, bank charges, insurance, laundry, heat,
rent, repairs, telephone, unemployment insurance, welfare plans, and this sort
of thing.

Mr. O’KEEFE: Would you agree that that could not be very accurate?

Mr. DENHOLM: This was drawn up by a management consultant firm which
indicated that it was accurate in that the total of the indirect costs for each

responden.t pharmacy were applied to the build-up of the dispensing cost, based
on the ratio of prescription sales to gross dollar sales.
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Mr. O’KEEFE: Just in British Columbia?

Mr. DENHOLM: That is correct, sir. Then, to check this figure out, the indirect
costs were apportioned on the basis of floor space to see if this made any
difference, and it made .1 per cent difference which, in the view of our actuary,
constituted an accurate presumption that this should be proportioned to pre-
scription sales. The aggregate figure for indirect costs was 27.7 per cent. The
balance were direct costs, made up primarily of salaries to the professional help
in the pharmacy. I can give you the actual break down of that figure. I am sorry
you do not have this chart before you, sir. As I indicated earlier, I will make it
available to you in sufficient numbers so that it may be distributed.

The division between direct costs and indirect costs was $1.48 for direct
costs, and this is salary and containers and labels and dispensary equipment, all
the matters which you can reasonably direct to the dispensing function, and the
indirect costs were 27 cents, for a total of $1.75. You asked a moment ago if this
apportionatement of indirect costs was accurate. We think it is accurate, sir, but
even if it is out slightly, the fact is that it only costs you 27 cents out of the $1.75,
which is a very small portion of the dispensing cost. The major part of the
dispensing cost is the direct cost, which you can, with certitude, apply directly to
the dispensing function.

Mr. O’KEEFE: Just one more question, Mr. Chairman. On page 3 of appendix
A you say: '

Similarly, if the amount and frequency of an anticholinergic medica~
tion is not adequate, the peptic ulcer patient runs the risk of a perforated
ulcer.

Now, this is the important part:

It is recognized that improper prescribing habits have greatly con-
tributed to the emergence of drug-resistant bacteria.

Whose improper prescribing habits?
Mr. DENHOLM: The quotation was:
It is recognized that improper prescribing habits have greatly con-
tributed to the emergence of drug resistant bacteria.

And, as T'undersand it, the question was: improper prescribing habits such
as what?

Mr. O’KEEFE: Who has any improper prescribing habits?

The CHAIRMAN: You mean the medical profession’s prescribing habits, Mr.
O’Keefe?

Mr. O’KEEFE: I am asking the witness. Do they apply only to British
Columbia?

The CHAIRMAN: That is a terrible thing to ask an Ontario chairman!

Mr. O’KEEFE: I suggest, Mr. Chairman, this is a rather serious question.

ar Th‘e CHAIRMAN: I should say, when it comes to dispensing, that the responsi-
bility is on the medical profession; the pharmacist merely fills the written
prescription.

Mr. MAckASEY: I have been trying to trace my ulcer, Mr. Chairman, for six
months now.
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Mr. O’KEErFE: But surely, Mr. Chairman, as the witness has presented
Appendix A, and I asked a question on it, I am entitled to an answer, or is my
question out of order?

The CHAIRMAN: No, it is not. I am answering it for you. The improper
prescribing habits are the responsibility of the medical profession.

Mr. O’KEEFE: You agree—

The CHAIRMAN: You are asking where they got the basis for the statement
they have made? ‘

Mr. O'’KEEFE: Yes.

Mr. TurNBULL: If I may reply, Mr. Chairman, this statement arises from the
many published medical and pharmaceutical accounts of some of the difficulties
that have been encountered with some drugs, due to the fact that drug-resistant
bacteria have emerged from extended therapy or in some cases, inadequate
therapy, and this type of thing. You will notice that the next sentence refers to a
recently published survey in which the medical profession have very fully
co-operated.

Mr. O’KEEFE: This is the American Pharmaceutical Association and I am
interested in the Canadian association.

Mr. TurRNBULL: Well, of course, the effect of drugs is the same whether they
happen to be prescribed for an American or a Canadian, shall we say.

Mr. O’KEErFE: That might not always be so, sir. You suggest that the
American prices are higher, so the drugs might be different.

Mr. TurNBULL: Well, this statement, of course, does not relate in any respect
whatsoever to prices.

Mr. O’KEEFE: I realize that.

Mr. TurNBULL: This statement is made on the basis of medical evidence.
This is not casting reflection upon one or another; it is a fact of life. It has
developed as experience is gained with many drugs.

Mr. MACKASEY: May I ask a supplementary question? In other words, what
you are saying, Mr. Turnbull, is that the druggists have a professional responsi-
bility, even beyond that of a doctor, to make certain that the patient is protect-
ed?

Mr. TuRNBULL: True, sir.

Mr. MAckASEY: This is fundamentally why this appendix is in here?

Mr. TURNBULL: And at every opportunity they have to apply it. They must
provide that extra safeguarding procedure.

Mr. MAckASEY: Are you legally responsible if the doctor makes the pre-
scription out incorrectly?

Mr. DENHOLM: Not legally, sir.
~ Mr. TURNBULL: Morally responsible and presumably partly legally responsi-

le.

Mr. MACKASEY: If the doctor prescribes the wrong dosage, perhaps enough

to kill a patient, have you any legal responsibility not to fill that prescription?

Mr. TurNBULL: Yes, I believe the pharmacist has a legal responsibility and,
indeed, this is one of the reasons for the occasional telephone call to double check
on the actual prescription as written by the prescribing physician.
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Mr. MAcCKASEY: Thank you.
Mr. O’KEEFE: Thank you, Mr. Chairman.

Mr. FORRESTALL: My questioning will be very brief. It may involve perhaps
two questions which I will direct to the panel in general. I go to your blue
appendix in which you set forth very nicely a lot of detail on the operation of the
Canadian retail pharmacy in Canada in 1965. I think it would take something
short of a staff of accountants to separate drugs from—as I think was suggested
at one time—tires and rubber gloves and candy and cigarettes. The average cost
of drugs in Canada in 1965 was set at $3.32 and it may be my own shortcoming,
but do you set forth anywhere in the various tables that follow the average cost
of drugs by province or region or geographic area?

Mr. TurNBULL: Yes, sir. You will find that at line 7 from the bottom of
each table.

Mr. DENHOLM: The average price per prescription, listed by province, sir.

Mr. TurNBULL: You will see, for example, in Nova Scotia the average price
is $3 per prescription.

Mr. ForresTALL: It says, “Average Price per Rx”. That is prescription, I
presume. I see, fine. That takes care of that. My question was prompted by the
fact that we hear a great deal in the committee to the effect that my particular
area is one of the highest drug price areas in Canada and I wanted to refute it.
Just a quick glance across that line shows me that indeed that is not true.

Getting into something a little more relevant, then, you put forward several
recommendations to the committee, and to those who are following these events,
for lowering the cost of drugs to the people of Canada in general. If all these nine
recommendations were implemented, have you made any calculations and come

up with an estimate of how much you could lower the $3.32 average price per
prescription across Canada?

Mr. DEnHOLM: Well, Mr. Chairman, I do not know whether the question was
rhetorical or not but—

Mr. ForRRESTALL: It was not rhetorical. It was a very direct question. You
make a lot of meaningful recommendations. I will put it more directly to you.
You made a lot of statements and recommendations but I notice not one of them
takes a nickel out of your pocket. That is what I am after.

_ Mr. DennoLm: If T might suggest, Mr. Chairman, it would be absolutely
impossible, actuarially, to attach a precise figure—

Mr. ForresTALL: I did not asking you for a precise figure. I asked if you had
done any work on it. Yes or no?

: Mr. DENHOLM: —which would be affected by each of these recommenda-
tions. In fact, on the first recommendation, which seems a fairly tangible one,
with respect to the removal of the sales tax, you have had witnesses before this
committee, Mr. Chairman, some of them expert witnesses from government
departments, and the range of—

Mr. ForRESTALL: You spelled that one out yourself.

Mr. DENHOLM: —*“guesstimate” has been something out of this world. Cer-
tainly we are not prepared to—

Mr. ForRESTALL: That is all I am asking, whether you have done any work
on it or not.
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Mr. DENHOLM: We have gone a good deal of work on it but we have not been
able to come up with any precise figure, sir.

Mr. FORRESTALL: Would you care to guesstimate?

Mr. TurNBULL: We can only guesstimate, sir, on the possible effect of the
elimination by the government of the sales tax, which is actually about the only
single tangible item here. The effect on the public purse in Canada of any delay
in abolishing this tax would be to insist that the public contribute approximately
$14 to $15 million a year for the drugs which they purchase, due solely to the
effect of the 11 per cent sales tax.

Mr. FORRESTALL: Yes, that is good. In short, the recommendations are here
and they stand as submitted. Mind you, I am not being critical of the recom-
mendations. I was curious whether or not you had done any such work. I was
not asking a rhetorical question.

Mr. TURNBULL: I can assure you—

Mr. FOoRRESTALL: I have more to do with my time here than ask rhetorical
questions. Let us deal specifically with your number 8 recommendation. Mr.
Lawton is quite familiar with this one and seems to think it is working very well
in Halifax. I talked to him privately about this. This is in—

support of pharmacy’s moves toward establishing an equitable profes-
sional fee-for-service system which is not directly related to the cost of
the drug ingredients of a prescription.

This is one recommendation that has enjoyed and continues to enjoy
increasing support among pharmacists in Canada. It has been suggested to us
that a move like this has a particularly adverse effect on the lower-costing
drugs by driving the price of them up.

Mr. DENHOLM: Certainly the basic concept of the system, Mr. Chairman, is
that the cost of providing the dispensing service as calculated by one means or
another, whether by a provincial organization, as indicated in this survey, or by
an individual practitioner, is spread directly across the prescription volume so
that the same cost is apportioned to each prescription and subsequently the
return to the pharmacist on the high priced drugs is less and the return to the
pharmacist on the lower priced drugs is lower. So, in relation to the status quo,
the low cost prescription comes up in price. Certainly in many instances—and I
will call on Mr. Wilton and Mr. Lawton to respond to this further from their
practical experience—where the patient is on a low cost chronic medication over
a long period of time, and this might effect a hardship, I know that many
pharmacists enter into consultation with the patient’s physician to ascertain
whether or not he approves of the patient having a larger quantity in order to
spread that cost out over a longer period of time, thereby not costing the patient
any more.

Mr. FORRESTALL: I am aware of this.

Mr. DENHOLM: You are technically correct, the low cost ones are up and the
high cost ones are down. The proportion is different and pharmacists are taking
these measures to ease up on this for the benefit of the chronic patient.

Mr. FoRReESTALL: This is very interesting. Could I ask a supplementary
question, if Mr. Lawton or Mr. Wilton would follow through. You say that 84 per
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cent of your prescriptions are for $5 or under, and I am curious to know what
percentage of that 84 per cent, from the cost of ingredients point of view,
would be under $2?

Mr. LawtoN: Mr. Forrestall if I can refer to a small survey
that I made in the first two weeks of January we examined, I think, 3200
prescriptions and we examined them with regard to their price. We found that
422 per cent were under $3, another 42.2 per cent were between $3 and $5, and
I think 14 per cent were over $5 and 1.4 per cent were over $10. So, 42.2 per
cent were under $3 and 42.2 per cent were between $3 and $5.

Mr. FORRESTALL: That is 42.2 per cent between $3 and $5. Is that right?
Mr. LaAwToN: That is right.

The CHAIRMAN: As a point of clarification, does that include the $2 prescrip-
tion fee? Has that been charged on all those prescriptions?

Mr. LAwTON: Yes.

The CHAIRMAN: In other words, the cost of the ingredients was actually
under $1?

Mr. LawToN: May I clarify this? In the survey that we did certain con-
traceptive prescriptions were also included and there is a difference in the profit

on this type of prescription as compared to the regular ones, so it throws the
figures out a little bit. They were not all based on a $2 fee, sir.

Mr. TurNBULL: Could we give you the national figures on this?
Mr. FORRESTALL: Yes, you can.

Mr. TurRNBULL: With the first brief we included a prescription study involv-
ing 223,000 prescriptions. This was a survey made in November, 1964. It showed
that 25 per cent of the prescriptions were dispensed at what had been established
as the break-even cost figure at that time of $1.93. This survey had quite an
extensive table. It also showed that 84.3 per cent of all prescriptions were dis-
pensed at less than $5 and 1.4 per cent were over $10. The finer breakdown
is in these tables.

Mr. FORRESTALL: What I want to get from you—and it is a little clearer now
but I am not quite prepared to accept it—is your assurance that this particular
recommendation for which you are soliciting our support is, indeed, not going to
drive up the cost of so great a proportion of the lower cost drugs that the person
or family that has to come in and buy these drugs is going to have to pay more
for the drugs than if some other equally equitable system were introduced. If I
pay $25,000 for something I expect the salesman is going to get a higher commis-
sion than if I pay 25 cents. I am concerned about that principle of whether or not
the safeguard is build into the average.

Mr. LawTton: Mr. Forrestall, the fee is completely divorced from the price of
the ingredients. However, let me point out that the casual prescription—the man
who has to get a prescription filled for a cough once or twice a year—is not
terribly affected by this if it is a low priced drug. If it is a chronic or a
catastrophic type of illness over a long period of time the patient can arrange, in
consultation with the physician, to buy larger quantities and he gets all this
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extra medication for the same fee. I can give you some very good examples, I
think, but possibly this is not the time to do it.

Mr. MAcLEAN (Queens): May I ask a supplementary question? Is there any
relationship between this proposed $2 fee and the cost of dispensing a prescrip-
tion, as listed in the third item from the bottom of table no. 2?

Mr. TurRNBULL: That is his basis of calculation, sir, yes.
Mr. MACLEAN (Queens): Well, what does this figure on the table represent?
Mr. TurNBULL: This is table no. 2?

Mr. MACLEAN (Queens): Yes. I want to know if it represents the same thing.
The cost now varies from $1.10 per prescription in Prince Edward Island to $1.44
in Quebec—

Mr. TurRNBULL: You will appreciate, sir, this study is related to the many
different types of prescription pricing that exists today in Canada. This is related,
for example, using table 1, to the national averages where it shows $1.32 as the
cost of dispensing a prescription, and it is in relation to the complete mix which
established $3.32 as the average price of a prescription in Canada. It is not
directly related to that $2 fee or the fee system.

Mr. MACLEAN (Queens): That is what I wanted to make clear.

Mr. TurNBULL: That comes up in individual studies, such as the one which
was conducted in British Columbia for a specific purpose. The British Columbia
study, because it is reasonably up to date, was included in our brief, although it
is specific to a province rather than at the national level.

Mr. DENHOLM: Mr. Chairman, it should also be pointed out that while we
seem to be using this figure of $2 as the professional fee in our discussion of this
system, based on studies conducted in different areas this varies. In some areas it
may be $2.10 and in others $1.85, but we are using the $2 figure as a basis of
discussion.

Mr. MAcLEAN (Queens): Yes, but the point I am trying to make is that that
$2 is not comparable. It is not the same figure as the $1.32 that appears in the
cost of—

Mr. DENHOLM: Right, sir.

Mr. TurNBULL: And if perchance this were established by an individual
pharmacy, such as Mr. Wilton’s or Mr. Lawton’s, présumably the $2 would also
include a calculation of their required profit, which would be over and above the
actual bare cost.

Mr. FORRESTALL: I just have one final question which I will perhaps direct to
all of you, and you can answer it very briefly with a yes or no. You can elaborate
on it if you wish. It does not matter very much. Even if I have asked rhetorical
questions, this one is not rhetorical. Do you think the cost of drugs in Canada is
too high?

Mr. DENHOLM: We indicate “no” at page 20, sir. We do not believe there is

evidence to indicate that drug costs are too high. We do agree, because of the
increased utilization of drugs, that the total drug bill to Canadians has increased
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but this is a measure of utilization rather than cost. No, sir, we do not believe
that drug costs are too high.

Mr. ForrReSTALL: Do all of you, as individuals, believe that?

Mr. TURNBULL: There is no evidence that drug costs are high in relation to
the Canadian economy.

Mr. ForresTALL: I tend to agree with you. I do not think I pay too much for
drugs. I certainly think there are areas, such as the chronically ill, and so on and
so forth, where the cost of drugs is unbearable to certain individuals due to
particular circumstances. I like to throw that in once in a while just to see what
people say. We get some surprising answers.

Mr. DENHOLM: Mr. Chairman, I think we agree wholeheartedly—as we have
stated on many occasions—with Mr. Forrestall, and while we do not believe the
cost of drugs is too high, we do agree that the burden of drug costs to certain
categories of the population is virtually unbearable.

The CHAIRMAN: Perhaps as Chairman I might be allowed to ask a very
simple question, and one which we have talked about many times. I think you
have already given us the answer to this once before, but we would like to have
the assurance of the Canadian Pharmaceutical Association that if the federal
sales tax is removed all the pharmacists are willing to pass this saving on to the
consumer?

Mr. DENHOLM: Mr. Chairman—

The CHAIRMAN: Whatever the amount may be.

Mr. DENHOLM: Certainly you have that assurance. This sales tax is levied at
the manufacturing level and presumably the manufacturers would decrease their
prices by an amount equivalent to the sales tax reduction, and as the retail
pharmacist’s calculation of his charge to the consumer is based on his cost from
the manufacturer, it would be passed on to the consumer, yes sir.

Mr. MACKASEY: May I ask a supplementary question? You say based on the
cost from the manufacturer. Do you mean the cost including federal sales tax?

X Mr. DENHOLM: Yes, that is correct, sir. The invoice cost to the pharmacist
includes the federal sales tax, whether it be 11 per cent or zero.

The CHAIRMAN: Fine. Did you have a supplementary question Mr. Laidlaw?

Mr. LamLaw (Legal Counsel to the Committee): Yes, Mr. Chairman, arising
out of Mr. Forrestall’s last question, if I may. I am very puzzled indeed about the
last paragraph on page 7 of the brief, where it is stated:

The suggestion that drug costs have increased ‘out of all proportion’
to prices of other commodities and services is completely erroneous, as
illustrated by D.B.S. statistics which show that prices in general increased
some 36.8 per cent between 1949 and 1964, while drugs increased by only
20.7 per cent.

In their previous submission this association gave a list of the average prices
of prescriptions to the consumer. In 1949 the average price was $1.38; in
1965—as you have heard tonight—the average price was $3.32. If my arithmetic
is correct, that is an increase in the average prescription price of 140 per cent. I
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am not able to distinguish that argument from the argument which you advance
on page 7 that the increase in the average general cost of living from 1949 to
1965 was approximately 40 per cent.

I would like some explanation in order to ascertain why there has been an
increase of 140 per cent in drugs in that period of time.

Mr. DENHOLM: Mr. Chairman, I think it should firstly be pointed out that
the increase in the average prescription price is not directly related to an
increase in drug costs because there is no relationship here to the number of
prescriptions. Secondly, there is no relation to the quantity or the type of
medication.

This particular paragraph in our submission, as it was in section 1, was a
direct referral back to our original submission, and I would like to ask Mr.
Turnbull to give you the statistics on which this statement is made.

Mr. TurNBULL: The statistics quoted on page 7 are those that were quoted
on page 17 of our first brief. They are the statistics produced by DBS, where one
office preparad one set of statistics on two subjects. The added prescription price
bears no relationship whatsoever to this. As Mr. Denholm pointed out, there are
so many things that affect the prescription price: the quantity of the prescrip-
tion; the ingredients of the prescription; whether it is of a chronic nature or not;
or, if you wish to refer to the type of medication, if it is symptomatic as opposed
to specific. There are many, many variables that enter into what is termed “the
average prescription price”.

Mr. LamLaw: This is true, Mr. Turnbull, but it is extremely important, it
seems to me, that the consumer in 1965 is presumably paying 140 per cent more
for his prescriptions than he did in 1949.

Mr. TURNBULL: He is not if he received the same prescription in 1966 as he
received in 1949. I cannot equate the two sets of figures, but presumably in the
eyes of DBS his 1949 prescription would, if he were to present the identical
prescription today, cost him an increase of 20.7 per cent.

Mr. Lamraw: Do you know how many drugs were used by DBS in ascer-
taining this percentage of 20.7?

Mr. TurRNBULL: I am familiar with the fact that the drugs used in the
sampling by DBS today are not the drugs that were used in 1949, yes, but they
are in similar categories. I presume that an office such as DBS has equated some
weighting, and what have you, to its production of this figure.

Mr. LamrAaw: Then this figure of 20.7 per cent is not necessarily a correct
figure?

Mr, TuRNBULL: I would not argue with DBS, sir. I would like to. This is why
we make the very positive recommendation that there is a great need for the
various statistics-gathering agencies to get together and come up with some type
of co-operative undertaking whereby the sets of figures have some relationship
to one another. -

Mr. Lamraw: May I ask one more question, Mr. Chairman?

The CHAIRMAN: Yes.
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Mr. LamLaw: This question also arises from a statement that I believe you
made, Mr. Turnbull. I do not want to put words into your mouth, but it arose
earlier when Mr. Mackasey was talking about the term of patents. Your sugges-
tion was that three years would be sufficient, in your view, for the term. I think,
however, you added words like these: unless a new drug was produced in this
country and manufactured here, in which case that drug manufacturer or
inventor would get the required 17 year term.

Mr. TurNBULL: No, I am sorry, Mr. Laidlaw, I did not make a statement
which was in any way similar to that. I said that unless, due to the nature of the
drug and the particular problems related to its manufacture and distribution in
Canada, it were such as to cause that three year period to be changed.

Mr. LaipLaw: Then you have different terms in view for patent protection,
depending on the nature of the drug or where it is made. You do not make this
three year term apply right across the board, whether the invention takes place
in Canada or in a foreign country?

Mr. TuRNBULL: We make the very definite statement here that we do believe
the inventor should indeed receive patent protection, or is entitled to patent
protection. At the same time, we believe that such patent protection should take
the Canadian scene into account, and this is why we have suggested the period of
such protection need not exceed three years, or some other suitable period of
time which is made necessary by the particular nature of the drug, or unless it
be produced in Canadian-based manufacturing facilities. In other words, the
three year period—and we have indicated we will attempt to produce our studies
on this—is thought to be reasonable in the light of the changing nature of drug
therapy today. It is a period in which a foreign invention should be produced in
Canada—at least production begun—and if, indeed, it is not, then other steps
should be taken. In the light of particular problems in relation to a particular
invention or drug, this period of time may have to be changed, but the in-
dividuals responsible for the legislation would determine this.

Mr. LamLaw: If I may particularize, Mr. Turnbull, because I think this is an
important point, if the drug was invented in Canada and produced in Canada,
are you inclined to favour the view that the patent term should be, say, 17 years
and not three, as opposed to an invention made outside the country?

Mr. TURNBULL: I presume that if a Canadian invention is properly acknowl-
edged in other countries—perhaps this is not answering your question—then we
should extend the same privileges to another country. I do not know whether 17
years is a fit and proper period; it does seem an unnecessarily long period for an
innovator to recap the financial outlay on his invention. I would be inclined to
say that if it is a wholly Canadian invention the patent protection of a Canadian
citizen could be considered for a longer period, yes.

Mr. Lamraw: Thank you, Mr. Turnbull.

Mr. Yanagis: May I ask a supplementary question?

The CHAIRMAN: Yes, Mr. Yanakis.

Mr. Yanakis: Concerning this patent legislation, can you tell me, Mr.
Turnbull, how long the prednisone tablet has been on the market?

Mr. TurNBULL: No, sir, I am not familiar with this.
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Mr. YaNnakis: Can anyone of you gentlemen tell us?
Mr. TURNBULL: It goes back to 1948 or 1949.

Mr. MACKASEY: From 1948 or 1949.

An hon. MEMBER: Would it be in this book here?

Mr. TURNBULL: No. In the light of my own personal experience in pharmacy
it is 1948 or 1949.

Mr. YANAKIS: I understand that the Frosst manufacturing distributors and
the Schering manufacturers are members of your association?

Mr. TurNBULL: No, sir; the Canadian Pharmaceutical Association is an
organization representing the pharmacists of Canada, the profession of Canada.
Individual pharmacists may be employed by companies, but we have no compa-
ny membership whatsoever in the association.

Mr. YANAKIS: Is it possible that one of these two industries is producing the
prednisone tablet on the patent rights?

Mr. TurRNBULL: I do not have that knowledge.

Mr. Yanakis: I was discussing the matter with a local pharmacist the other
day and he showed me a prescription by a doctor for such a tablet, and the
prescription read Scheéring prednisone tablet, 5 milligram. The patient could not
buy this prescription because it was too expensive. Schering is retailing this 5
milligram prednisone tablet at 100 tablets for $22.70. Frosst has the same 100
tablets for $4.20; so you can just imagnie the difference. If they are producing on
the patent rights, I think it is an abuse of these rights to allow them to run so
long if they take so much advantage of it.

Mr. TurNBULL: We can only assume, sir—and I do not know that I am
qualified to comment on this—that the people who are marketing prednisone in
Canada are doing so legally, and that if they are not there is litigation either
underway or contemplated, or something, to, shall we say, prevent it. In com-
menting on the prices, we can only also presume that the prices charged by the
individual manufacturer have, in the eyes of that individual manufacturer, some
sound basis. While they may vary—as you have indicated—from $4.20 a hundred
to $22.70 a hundred, there is some reasonable and logical answer in the eyes of
the individual company.

Mr. YANAKIS: I could not believe that. Could the pharmacists open the price
index and show me the prices that are suggested by the company?

Mr. TurRNBULL: Yes, I have them here.

The CHAIRMAN: As far as the pharmacists are concerned, if it was written
for the Schering product they would have no alternative but to dispense it,
whether it cost $22 or $4. If it was written in the generic form, then they could
dispense either one, according to their own discretion.

Mr. TURNBULL: If he was fully confident in his own mind he would assume
his professional responsibility to dispense the product which he felt would meet
the needs of that patient, if it was not specified by the physician, and presuma-
bly, in keeping with his knowledge of the patient’s financial resources, would act
accordingly.
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Mr. Yanakis: Yes, according to his opinion. He could not give the patient
the other brand name if the doctor specifies the Schering tablet.

Mr. DeNsoLM: No, if the prescription is outlined as you have described it,
sir, the pharmacist has no option but to supply that.

The CHAIRMAN: Except in the province of Alberta. In all the other provinces
this is correct. In the province of Alberta he would have been able to do this. In
the rest of the provinces the law says that he must prescribe it as it is written.

Mr. TurRNBULL: The pharmacist must assume that the physician has some
reason for selecting the product of a particular company when he prescribes that
particular company’s product, and it would be determined on many factors,
based on his personal experience with the treatment of an ambulatory patient as
to the type of response, and that type of thing, that he is actually looking for.

Mr. MACKASEY: I have a supplementary question, Mr. Chairman. I think, Mr.
Turnbull, somewhere in your brief you state quite categorically that no two
drugs are identical.

Mr. TuRNBULL: Not necessarily; no two drugs—

Mr. MACKASEY: Therefore the Frosst and the Schering tablet may not
necessarily be identical as far as the prescribing doctor is concerned.

Mr. TURNBULL: This is one reason why a physician may select one company’s
product as opposed to another; he has gained expericnce with that, and he does
not know the type of therapeutic response to expect—

Mr. MACKASEY: Was the druggist 100 per cent correct in informing Mr.
Yanakis that there were identical products?

Mr. TurNBULL: Not knowing the actual terminology used by the pharmacist,
he may have informed the hon. gentleman that quantitatively they both con-
tained 5 milligrams of prednisone.

Mr. O’KEEFE: How can you be so sure that that is right when you ascribed to
him improper prescribing practices?

Mr. TURNBULL: I am sorry, sir—

Mr. O’KEEFE: How can you be so sure the doctor is right when in your brief
you ascribe to the doctor improper prescribing habits?

Mr. DENHOLM: Mr. O’Keefe, I would not want that read into our brief.
Mr. O’KEEFE: It is in Appendix No. 3. '

Mr. DENHOLM: It is indicated there that there are certain studies, relative to
certain drugs, which would indicate that prescribing habits have contributed to
the building up of drug resistance in some bacteria. This is similar to the
resistance built up in an insect against DDT and that type of thing.

The certainty of the physician’s prescription must be relied upon by the
pharmacist except in the presence of evidence to the contrary, in which case he
would undoubtedly contact the physician and discuss it with him.

Mr. O’KEEFE: Thank you.

Mr. MAcLEAN (Queens): I have a supplementary question. It is quite

possible that a doctor who had been called on by a detail man from the drug
25518—3
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manufacturer would not be aware of the other drugs. Are there cases where
under certain circumstances, a druggist might telephone the doctor to ask if it
would be all right to substitute another drug?

Mr. TURNBULL: Most definitely, yes, sir.

Mr. DENHOLM: This happens on many occasions, Mr. Chairman, particularly
in those areas where he has occasion to confer frequently with the physician. It
happens probably more in smaller communities, or smaller areas, than in urban
areas, that he renders this type of consultative assistance which we refer to in
other areas in the brief.

Mr. MACKASEY: I have been doing a little mental arithmetic on table 4 of
your survey in the blue pages, entitled “297 Identical Canadian Pharmacies”.
First of all, is there anywhere in the brief where you break down the difference
between the total sales from prescriptions and the total sales of the drug store in
general.

Mr. DENHOLM: Yes; just under “Total Income”, sir, you will see “Ratio of
Rx Receipts to Total Receipts,” about seven or eight items down.

Mr. MACKASEY: Yes, I see it.

Mr. DeENHOLM: This figure across the board gives the percentage to be
applied to the total sales figure at the top, as being the—

Mr. MACKASEY: Being a stupid Irishman I did it the long way. I think the
figures will come out the same.

I took the average cost of prescriptions in British Columbia, since you are
familiar with British Columbia, of $3.18, and I multiplied it by the figure just
below it, the average number of prescriptions, which I rounded out at 13,000,
and came out with a dollar value of $41,340, which is nearly 20 per cent, which
would be $41,000. I then took the 13,000 for prescriptions and multiplied it by
the $1.75, which is the system you are recommending, and I came up with the
sum total of $22,750.

Mr. DENHOLM: I am sorry; I did not hear you.

Mr. MackAsSEY: I multiplied it by $1.75.

Mr. DENHOLM: That should be $2.00.

Mr. MACKASEY: Two dollars would be worse. Let us leave it at $1.75 for the
moment.

Mr. DENHOLM: The $1.75 being what?

Mr. MACKASEY: The dispensing cost.

Mr. DENHOLM: The dispensing cost in 1964, not the prescription fee—not the
recommended fee.

Mr. MACKASEY: Are you recommending now that it be material plus $2.00?
p Mr. DENHOLM: The B.C. Association has recommended, for 1966, cost plus

2.10.
Mr. MAckASEY: Could we round it off at $2.00, for the moment?
Mr. DEnnHoLM: Yes. ~

Mr. MackASEY: Then the 13,000 prescriptions which were filled in 1965, if it
had been done on that basis, would bring in, from the dispensing fee alone,
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$26,000. I then went back to the $41,000 worth of sales and I took the figure of
68.1 per cent, which is the cost of goods sold, which, I suspect, from the evidence
we have received is rather high if we are just dealing with prescriptions but we
will allow that—an average of $28,000 for material. If you add the $28,000 to the
$26,000 you have $54,000 income from that area; yet according to your 1965
figures you received only $41,000.

My point is that if you followed this system it would increase your sales
from $41,000 to $54,000, for the same 13,000 prescriptions.

Mr. DENHOLM: I am having a little difficulty following your figures, Mr.
Mackasey.

I think, in part, sir, it should be pointed out that in the year 1965 some 65
per cent of the pharmacies in British Columbia were already on a cost plus
professional fee system, so that these figures incorporate the majority of phar-
macies in the province already on this new system. In fairness, sir, I will say that

I have no idea whatsoever what proportion of these 76 reporting pharmacies are
included in that figure.

Mr. MACKASEY: I am not being critical. Let us start over again with table 4

for British Columbia and with the heading “Average Number of Prescription”,
13,000.

Mr. DENHOLM: Roughly 13,000; that is right.

Mr. MACKASEY: According to your proposed plan, in filling these 13,000
prescription there would be a charge of $2.00 each plus material. Is that right?

Mr. DENHoOLM: That is right.

Mr. MAcKASEY: That makes a total of $26,000 for the dispensing fee. Now 1
would like you to add the material to this amount. What does the material cost? 1
can only go back to the same table, which shows that 20 per cent of the sales of
$205,000, or $41,000, came from prescriptions. Am I right there? The ratio of
prescriptions receipts is 20 per cent, or one-fifth, of $205,000 which is $41,000. On
the next line, “Cost of Goods Sold”, the relationship between the sales and the
cost of the material is 68 per cent. Sixty eight per cent of $41,000 is $28,000,
which is what it cost the druggist last year.

Mr. DENHOLM: Could we go back to this 68 per cent figure?

Mr. MACKASEY: Yes.

Me. DENHOLM: I did not follow this.

Mr. MACKASEY: On the second line, 68.1 per cent, “Cost of Goods Sold”. Is
that right?

Mr. DENHOLM: Yes.

Mr. Mackasey: That is the material going into the $41,000 worth of sales.
That works out to $28,111.

Mr. WiLToN: No; the sales are $205,000.

Mr. Mackasey: No. The $205,000 could include sales of chocolate bars. Of
the $205,000 last year—

Mr. DensoLM: This $41,000 you relate to 20 per cent of the prescription
sales?

25518—3}
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Mr. MACKASEY: Down at the bottom of the table you have 20 per cent of the
$205,000 which comes from prescription sales, which is $41,000. Somewhere in
that table you also point out that there were 13,000 prescriptions filled. What I
am saying is that under your proposed plan the 13,000 prescriptions will bring
you in $26,000 in dispensing fees; to that I add $28,000, which is for the material
used last year in filling $41,000 worth of sales; I then come up with a total of
$50,861 which is the figure you would have derived last year from filling
prescriptions on this particular basis, rather than the old basis which gave you
$41,000.

Mr. TURNBULL: Mr. Mackasey, if I may refer to the original brief and some
of our discussions at that time, it is acknowledged that on the over all average,
and from the survey conducted, approximately 50 per cent of today’'s average
prescription price is the cost of ingredients; and, indeed, I note that in this study,
where there were 39,700 prescriptions from British Columbia studied, the aver-
age cost of ingredients is shown at $1.65. Therefore, in that particular study the
average price of a prescription was $3.29, which, as you can see, does work out to
just a little bit over 50 per cent. Therefore, in using the tables, where you have
taken the $2.00 fee as an example, we have average receipts of $41,450. If you
divide this in half and, for the sake of convenience, make this read, shall we say,
$20,500, we then come up with a gross of $46,500 spread over 13,000 prescrip-
tions, as opposed to the survey figure of $41,450.

Mr. MACKASEY: We will stop right there, because I have used 68.1 and you
are using 50, and yours could be just as accurate as mine.

Mr. TurRNBULL: The 68 per cent, of course, relates to the over all operation of
the pharmacy, including those items which you mentioned as being more the
general merchandise in the operation, such as cigarettes, which are—

Mr. MackaseEY: What you are telling me is that the ratio between prescrip-
tion sales and the material is about 50 per cent?

Mr. TurNBULL: This is directly related to prescriptions only but when we
relate this to the pharmaceutical dollar the other figures which come from table
27, and which are quoted on page 12 of today’s brief, definitely show that in
relation to the pharmaceutical dollar—that is, over-the-counter sale of phar-
maceutical preparations—it is closer to 60.5 per cent, or 603 cents on the phar-
maceutical dollar.

Mr. MAcCKASEY: It is not very important, except that earlier, when the
PMAC were here some witness made a strong point that the relationship
between the sales dollar, and the manufacture was two-thirds to one-third,
which made the manufacturer’s role in the over all pricing a little abnormal,
and perhaps just a little unfair to them; because the relationship is not one-third
to two-thirds, but 50-50.

Mr. TuRNBULL: This is true; but you must keep in mind, sir, of course, that
at that time the allotment of the dollar removed the sales tax and removed the
effect of distribution through the wholesaler, taking it down to the bare price
of the manufacturer’s invoice before the application of sales tax.

Mr. MACKASEY: Mr. Turnbull, could we turn to pages 17 and 18? This is a
very strong point with me. There is a statement there that. I agree with so whole
heartedly that I congratulate you for putting it in here.
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I do think that it is time that in Canada we introduced the equivalent of the
new Hart Bill which unless there are unusual circumstances prevents doctors
having a share in a drug store. One of the crying shames in the general Montreal
area is doctors directing patients to particular drug stores in which they have a
financial interest. Collectively or otherwise there are excellent doctors, such as
our Chairman, but there are a few “bandits” in the group and I think that under
normal circumstances, unless in a small, rather isolated, community a doctor

should have no financial interest in a drug store. I think this is what you have
emphasized here.

Mr. DENHOLM: I am sure—and I would hope you would correct me if I am
wrong, Mr. Chairman—that organized medicine subscribes to the view that has
just been expressed, sir. Certainly it is a view to which we subscribe. Further, it
is a situation which we hope that any agency involved in the establishment of a
system of medical care insurance, whether government sponsored or otherwise,
would effectively correct by making it impossible for persons other than those
properly qualified to own and operate a drug store.

Mr. MAcCKASEY: The only reason for my constantly interrupting is not
because I am impatient, but the Chairman is. If he had two watches, one for my
questions and one for the answers, I think I would get a better “shake”.

Mr. DENHOLM: You should not ask such difficult questions.

Mr. MACKASEY: You put this in your brief because you are concerned. Let us
get back to retail pharmacies. I was under the mistaken impression that you had
to be a qualified pharmacist to own a drug store.

Mr. DENHOLM: Mr. Chairman, this varies from province to province. In some
provinces there is legislation which currently requires that any pharmacy estab-
lished must be owned in majority by a licensed pharmaceutical chemist. Even in
those provinces where this exists, however, it is relatively new—and I say
relatively new in terms of 15 to 20 years—and there are grandfather clauses
which still permit the operation of pharmacies by non-pharmacists.

Mr. MACKASEY: Would you please elaborate on this:

We believe it not in the best public interest that individuals who are
non-pharmacists, mainly concerned with the profit-making operation of
merchandising establishments, should, through ownership or substantial,
direct financial involvement in any way be in a position to directly or

indirectly influence the calibre of pharmaceutical service being rendered
in the community.

Mr. DENHOLM: Yes, we believe that the pharmacists of Canada, by nature of
their training, both academically and practical, are deeply imbued with their
responsibilities to provide a safe and comprehensive pharmaceutical service,
with the secondary consideration being economic—an important consideration
but a secondary one. We believe that in the operation of an entity, be it a
pharmacy or a corporation of any type, which is under non-pharmaceutical

control the emphasis may be reversed: primarily economic and, secondly, profes-
sional.

Mr. O’KeEerFE: I have a supplementary? Under the free enterprise system,
how can you stop a doctor or indeed anyone else from owning a drug store
provided the doctor or another person employs a qualified pharmacist?
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Mr. DeNnHOLM: I do not think, in partial answer to the first part of the
question, that there is any legislation which precludes a physician from doing
this.

Mr. O’KEEeFE: I thought that was the sense of your suggestion.

Mr. DENHOLM: I am saying currently there is no legislation doing so. There
is legislation in some of the provinces in which non-pharmacists or non-doctors
are excluded, but to my knowledge there is none in which doctors are specifically
included.

Mr. O’KEEFE: Rightly or wrongly, I got the impression.
Mr. MACKASEY: That is my suggestion.

The CHAIRMAN: I am sure the medical association’s code of ethics is not
consistent with a doctor owning any part of a drugstore, any more than he
should probably hold stock in any drug company, for obvious reasons.

Mr. MackAsEY: I would like to refer to some of the articles in Life and Time
magazines. Could our Clerk be empowered to get a copy of the new Hart Bill;
perhaps the steering committee could include it in its recommendations? Could I
make a motion that we at least secure a copy of the bill?

The CHAIRMAN: I am sure that we can get a copy of the bill. I would think
that pharmacy licensing is a prerogative of the province; this is probably
something that would be handled under provincial rather than federal statute.

Mr. MACKASEY: I would still like to see a copy for the sake of curiosity.
The CHAIRMAN: We will get some copies.

Mr, MACKASEY: You have set out at the bottom of page 18 “Variations in
retail pharmacy prices”, which I can assure you are considerable; I do not blame
you for trying to protect these variations. However, what concerns me is the
insinuation that the druggist will substitute the strength of an ingredient. You
say:

...the manner in which they were presented to enable a personal inter-
pretation by the pharmacist, the strength of their ingredients. . .

What bearing has that on price?

Mr. DennoLM: I do not think that is a consideration at all sir. From
personal experience in British Columbia, we receive many comments from
members of the public that they had a prescription filled in X pharmacy and had
it filled again in Y pharmacy, and there was a discrepancy in price. We invaria-
bly check these out to see if the complaint has any validity and very frequently,
indeed in a majority of cases, the information that the person complaining has is
inaccurate as to either the identify of the drug itself or its strength—and this is
what we are referring to, a half grain tablet versus a 1/4 grain tablet or its
quantity. It is impossible for us to comment on specific examples of price
discrepancies unless we could take the prescriptions and examine them as to
strength, quantity, identity and so on.

Mr. MACKASEY: Is it not normal that there would be variation in prices?

Mr. DENHOLM: Yes sir. The cost of operation of individual pharmacies vary
and, as a matter of fact, Mr. Chairman, it might be noted that on some occasions
the profession or some pharmacists have been criticized in a locality because the



Jan. 23, 1967 DRUG COSTS AND PRICES 1921

prices are all the same in that locality. There are hints of collusion and so on.
Then of course if the prescription is taken around and the prices are all different
they are criticized. It seems to me, with respect sir, it is a case of being damned
if you do and being damned if you do not.

Mr. TURNBULL: Mr. Chairman, may I quote an example of the problem here.
One of the studies which was published in a prominent newspaper of December
24, stated that one particular chain of pharmacies sells generic penicillin G for
$2.20 for 12 tablets, but the brand name compocillin Vee-K is $5.35 for 16 tablets
of less strength. There is absolutely no comparison between the two products.
Compocillin Vee-K is an extremely different product than penicillin G.

Mr. Mackasey: This is an area I do not want to get into, Mr. Turnbull,
because I personally am aware of many such instances, one of which is fool-
proof and which I placed with Miss Savard many weeks ago in the form of a
letter. The only reason that I want to get into this subject is because when it is
sometimes incompletely quoted in the paper it creates the wrong impression of a
very noble profession and I would rather drop it. You did mention before, Mr.
Turnbull, that your pricing habits, were such as to generally double the cost
from the manufacturer, in other words, the relationship between material and
retail was about 50 per cent.

Mr. TURNBULL: It is not the general practice no, but that is the way it works
out.

Mr. MAcCKASEY: You do not have to apologize for it; it is just a statement of
a relationship.

Mr. TURNBULL: That is correct.

Mr. MACKASEY: When the mini budget came in and Mr. Sharp raised the tax
1 per cent, I recall the next day the Chambers of Commerce and just about every
pressure group in Canada predicted that the 1 per cent would have an effect of 2
to 3 per cent on the general cost of living because of the pyramiding effect.

Mr. TURNBULL: That is right.

Mr. Mackasey: Am I not logical in concluding, therefore, that the federal
sales tax of 12 per cent on your invoice before you marked the price up had a
pyramiding effect?

Mr. TURNBULL: In some respect, but as we pointed out in the first brief, the
pyramid effect is less in relation to a prescription because of—

Mr. MACKASEY: The dispensing fee.

Mr. TURNBULL: —the dispensing fee. If every pharmacist in Canada was on
a dispensing-fee basis, it is assumed that the percentage relationship would be
very, very small. We calculate that the over-all effect, in the presence of the
professional-fee-basis of pricing, would be something like 5 per cent. In other
words, if the average $3.32 prescription were totally on a dispensing-fee-basis, it
would be around $3.

Mr. MACKASEY: It would vary with the pricing methods depending on
whether you follow the one that you are recommending or the old traditional
one. Are you aware of this morning’s headline in the Globe and Mail?

Mr. TURNBULL: Yes, sir.
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Mr. MAcCKASEY: ‘“Montreal M.D. links kidney disease with the abuse of
headache tablets.” These particular tablets are available from a druggist with-
out a prescription.

Mr. TurNBULL: This is correct, but special precautionary statements are
required on the label. I do not want to take anything away from the gentleman
in question, but this is sort of catching up with some information on studies that
came from Australia a few years ago which were given very serious considera-
tion by the Food and Drug Directorate, as a result of which certain special
labeling requirements are necessary on products containing phenacetin.

Mr. MACKASEY: Do you think then that these things should be put on a
prescription basis?

Mr. TURNBULL: No. I am expressing an opinion of the profession when I say
that except where there is very real evidence of danger due to the way in which
the Canadian public is using this particular drug, it need not be on a prescrip-
tion-only sale, but should be under definite supervision of the pharmacist when
it is—

Mr. Mackasey: But how could you provide that supervision if a stranger
walks in—someone who is obviously on a “kick”—and buys a quantity of a
particular drug. What can you do about it?

Mr. TurNBULL: I do not believe that this analgesic is normally an ingredient
of those items which you suggest might be taken for a kick.

Mr. MACKASEY: Let me read this and then you tell me what they are taking
it for. One fellow takes 40 a day.

The CHAIRMAN: For a headache.

Mr. MAckASEY: He may take it for a headache, but it is killing him by giving
him a kidney disease. I am just trying to protect the poor man with a headache.

Mr. TurRNBULL: This is an exception I believe, Mr. Mackasey.

Mr. MACKASEY: Do you think that this Dr. Gault, who is the Director of the
Department of Medical Chemistry at the Queen Mary Veterans Hospital is
talking about one isolated case? He describes 18 cases of kidney disease, which
he directly attributes to this particular medicine or pain killer.

Mr. DENHOLM: He was talking about 18 cases, as I remember the article but
in respect to 40 a day he is talking only about one. Quite frankly, if we are to
legislate a control of the degree of prescription sale only on every drug which
may be abused by someone, then virtually every drug on the market would be a
prescription item, including aspirin which is the biggest cause of accidental
poisoning in Canada.

Mr. MACKASEY: By your own argument then why cannot people walk in and
buy anything else? The drugs that are on prescription or on a particular list are
there to protect the people. Here is an example given by a Montreal doctor; he
does not say one person took as many as 40 a day, he says here: “The mean daily
intake stood at 10 tablets a day, but some had taken as many as 40 a day.”

Mr. TURNBULL: I do not believe that this is a significant figure in connection
with the Canadian population. However, I feel very confident that if indeed this
medical evidence is sufficiently strong, the Canadian Drug Advisory Committee
which works with the Food and Drug Directorate will be reviewing it.
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Mr. MACKASEY: The point behind it all, Mr. Turnbull, as you know, is that I
see a resemblance here to a normal drug that is efficacious, considered safe, and
has been on the market for many, many years, and if used in moderation it will
harm no one. But after many years, because of adequate research, we find this
drug does cause harmful effects. I am thinking of a prescription drug that has
been on the market for years under the classification of a new drug and then
taken off and is considered to be an old drug. Suddenly some side effect is found
because of better means of research, and the Hilliard Report recommends that
such a drug be reclassified as a new drug. Do you approve of the Hilliard Report
in its entirety?

Mr. TURNBULL: It is some time since we exposed ourselves to the various

recommendations, but as I recall at that time, we wholeheartedly favoured the
recommendations of Dr. Hilliard.

Mr. MAcKASEY: We have a very learned judge last week who made the same
wise observation. Thank you, Mr. Chairman.

The CHAIRMAN: That was a very round about way to get at that question,
Mr. Mackasey. Dr. Chapman of the Food and Drug Directorate will be before the
Committee on Thursday and Friday, February 2, and Dr. Hilliard himself will be
before the Committee. I am sure they will both be pleased to go into that further.
Did you have a question, Mr. Blakely?

Mr. BLAKELY: Mr. Chairman, in the interest of time, I will put only a couple
of questions. On page 14 you state that on average each pharmacist prescribes
since 1965, 25 prescriptions per day. You described this as being “a not incon-
siderable average number”. Now, I had calculated the average—

The CHAIRMAN: Would you mind continuing that sentence, Mr. Blakely?

Mr. BLARELY: No, not at all, if it is important. I did not think it was im-
portant to the question I was asking “—when combined with numerous related
but intangible tasks”.

The CHAIRMAN: Thank you.

) Mr. BLARELY: I calculated the average in a slightly different way, and I
estimate it at 3.3 prescriptions per hour. Now, to me, this does seem to be a very
low average rate.

I wonder if you would care to elaborate on why you believe it to be not
inconsiderable.

Mr. DENHOLM: Well, Mr. Chairman, we might hark back to the discussion
earlier this afternoon or evening—I am not sure which—wherein we indicated
that the actual dispensing function was only a part of the pharmacist’s function
in providing a complete pharmaceutical service to the public. When viewed in
this light we consider this figure to be a not inconsiderable average, when
combined with numerous related and intangible tasks.

Now, in addition to the other functions that I am speaking of, and will go on
further with in a moment, there are all the functions involved in the filling of a
prescription that are not set forth here, and that perhaps are not well known.
There are the functions of record-keeping, and these are becoming more and
more considerable as there are more dangerous drugs on the market, and as the
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federal requirements for record-keeping become more and more numerous. All
these types of functions add to the time and therefore detract from the number
of prescriptions that a pharmacist can fill in an hour.

In the provision of a complete pharmaceutical service, over and above
altogether the dispensing function, the pharmacist has, as set forth by the Royal
Commission on Health Services in their volume 1 at page 649, some 10 profes-
sional responsibilities which are, and can only be, provided by a trained pharma-
cist, and which again detract from the number of prescriptions he can fill, and, in
fact, the amount of specific time he can devote to the technical or dispensing
functions. The Royal Commission on health services outlines these professional
responsibilities of pharmacists over and above dispensing as follows:

Maintaining adequate supplies of drugs, even those in little demand.
Standing subject to call 24 hours a day. Acting as a source of information
to the physician regarding the efficacy or contra-indications of drugs—

and this is an area which is occupying an increasing amount of a pharmacist’s
time.

Acting as a reminder to the customer with regard to the proper
method of using the prescribed drug. Acting as a check on possible errors
in the physician’s prescription. Maintaining a close check on repeat pre-
scriptions. Assuming legal responsibility for dispensing certain drugs—

and these are drugs referred to as over-the-counter drugs, which are limited to
sale in pharmacies to provide an element of protection to the public.

Making the pharmacy premises available as a place of first aid.
Stocking vaccines for public health programmes. Giving customers advice
on the relative merits of non-prescription products for treatment of
self-diagnosed minor ailments.

I think, given time, we could add another dozen items to this list, but we are
taking the list of a third party who, shall we say, could be considered an
authority.

Many of these professional functions are time-consuming, and they are
professional functions. It is, in our view, sir, respectfully, not proper to relate the
number of prescriptions directly to the hours of the day.

Evidence has been placed before this Committee that some pharmacists can
fill a hundred prescriptions a day. This is true sir, if the pharmacist stands
behind a dispensing counter and takes each prescription and sells it, period; he
does not receive it; he does not do the checking on it; he does not phone the
doctor if it needs to be verified, or if there is any question about it; he does not
do all the entering involved in it; and he does not receive the stock that is going
to be used to fill the prescription. If he does not perform any of these profes-
sional functions he could fill a hundred a day. But if he is providing the full
pharmaceutical service, which we consider to be the responsibility of the phar-
macist, 25 a day is a not inconsiderable average number, sir.

Mr. BLAKELY: Average number.

Mr. DENHOLM: Average number; in peak periods, of course, he would fill at
a rate of 50 or 60 a day. He has peak periods in the pharmacy during doctors’
office hours.

Does this answer your question, sir?
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Mr. BLagReLy: I am somewhat reluctant to return to this $1.75 average
dispensing cost, since there has been rather frequent reference to it today, but in
the calculation of this you have indicated that a very large portion of this cost is

represented by salaries. Am I right in assuming that these are professional
salaries?

Mr. DENHOLM: That is right, sir; it does not include lay salaries at all.

Mr. BLARELY: Would you know what proportion of professional salaries is
taken into account? Is it 100 per cent, or is it a fraction of it?

Mr. DENHOLM: Yes; 100 per cent of the professional salary is taken into
account; and this is open to question from the point of view that the pharmacist
is not spending 100 per cent of his time in providing this service. It is a
requirement of law that the pharmacist be there all the time and that he be
responsible for all these functions; and this is a part justification for it. On the
other hand, there has been no consideration given to the percentage of lay
salaries involved in receiving the drugs, packing them, storing them, and so on,
which are also parts of this function. It was the opinion of the management
consultant who did this survey that the two matters equated themselves.

Mr. BLAKELY: In the cost-plus-professional-fee method of pricing precisely
what do you mean by “cost’?

Mr. DENHOLM: What do we mean by “cost”?
Mr. BLAKRELY: Yes.

Mr. DENHOLM: We mean what the drug costs the pharmacist—the invoice
cost to the pharmacist. Now, this will vary from area to area. In certain
contractual agreements, such as welfare programmes, they have to define it as

something fixed, but in normal practice it may well vary from pharmacy to
pharmacy.

Mr. BLAKELY: But it is intended to be the invoice cost.
Mr. DENHOLM: It is intended to be the landed cost to the pharmacist.

Mr. BLAKELY: Is this communicated to pharmacists generally, and is it
understood?

Mr. DENHOLM: No; you see, we are in an area here in which we have become
involved with considerations relative to the Combines Investigation Act. In
discussing the cost of the ingredient—the tangible piece of material—we are
involved in commerce, and, therefore, it is, or would be, illegal for any
organization to suggest to a pharmacist how he should designate the cost. Mr.
Henry of the Combines Investigation Branch has indicated this to us quite
clearly, although placing no limitation on our discussion, with members, of a

professional fee for services rendered, or on contractual agreements with gov-
ernment agencies, and this sort of thing.

Mr. BLARELY: T have one last quick question: Do you think that there are too
many pharmacies per capita of population?

Mr. DENHOLM: I think, sir, that I can give you a qualified answer to that, and
I think perhaps we might each give an answer.
In some areas of Canada, principally the major urban areas, it is my view

that there are more pharmacies per capita than are necessary to provide phar-
maceutical service to the population.
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Over the whole country, however, if you tried to strike an average and to
say that there are too many pharmacies in the country, you would have to
predicate such a statement on the assumption that in hundreds, if not thousands,
of small communities in this country there would be no pharmacies at all.
Therefore, on the whole, sir, no; but in certain urban areas, yes. This is a sort of
two-way answer to your question, sir.

Would you like to add anything to it, gentlemen?

Mr. TurNBULL: Well, statistics would indicate that the population ratio per
pharmacy today is greater than it was a few years ago, because of many
circumstances that could be mentioned. It ranges in Canada from a low of, let us
say, 3,000 per pharmacy to a high of 6,700. The latter is a very high figure, but it
is in a province where the population is quite wide-spread and in very small
communities. The average across Canada is one pharmacy for 3,888 of the
population, and presumably this includes Indians, Eskimos and everybody.

There is every evidence that Canadians have no desire for some regulation
that says that they may, or may not, have the privilege of getting into an
undertaking in which they can determine, in their own time, when they are
going to be forced out of business.

Mr. LaAwToN: Mr. Chairman I would just like to add that a recent study by
the United States Department of Commerce indicated that the ratio of stores to
population in the United States was just about half what it was in 1930, and
normally the same situation prevails across the border. So that drug stores, per
capital of the population, are certainly decreasing in number.

Mr. DENHOLM: I can certainly tell you that in British Columbia, Mr.
Chairman, the number of retail pharmacies has remained static for two years, in
each of which there has been a population increase in excess of 7 per cent.
Therefore, the ratio is changing.

Mr. TURNBULL: In addition to being a retail pharmacist, Mr. Wilton is on the
council of the licencing body in Ontario, and possibily he, from his own personal
point of view, at least, could give an indication to the Committee whether he
would feel it desirable to place controls on the way in which pharmacies are
established in various locations.

Mr. WiLToN: I have no comment, Mr. Turnbull.

There is no doubt that there is a crowding of pharmacies in some city areas,
and that in smaller communities where there should be a pharmacy, often there
is not one.

I cannot give you the exact figure on the ratio of druggists to popu_lation. It
is in the area of 3,700 population to each pharmacy; and it is something like 2,500
to each pharmacist, I believe. This is much larger than it was 10 or 15 years ago.
We are losing the fight for pharmacists. If there is a condition of overcrowding it
is correcting itself.

The CHAIRMAN: In the urban areas that are over-crowded, or where we
suppose that they are over-crowded, are they tending to die out in the core of
the city and moving out to the suburban areas?

Mr. WiLToN: Yes.

Mr. DENHOLM: Certainly this is the indication in Vancouver. Ope of the
larger chain organizations, for example, in Vancouver has closed all its down-
town operations and moved into the suburbs entirely.




i —

Jan. 23, 1967 DRUG COSTS AND PRICES 1927

Mr. MACKASEY: Mr. Chairman I have one more question, or two, if I may be
permitted?

The CHAIRMAN: Mr. MacLean is first.

Mr. MacLEAN (Queens): I am not quite clear on one thing. I hesitate to come
back to this, but I think it was contended that the proposal of a flat-rate,
professional fee of, say $2.00 for each prescription would not on the average,
raise the cost of prescriptions. Am I right in that?

Mr. DENHOLM: Across the board; that is correct.

Mr. MAacLEAN (Queens): In the blue table it shows that the average cost of
dispensing a prescription in 1965 was $1.32. If these contentions are all true it
would mean that the dispensing fee would have to include something which is
not included in the cost of dispensing a prescription, as listed here?

Mr. TURNBULL: May I ask what table you are referring to?

Mr. MACLEAN (Queens): It is the blue table. I think it is Table No. 1.
Mr. TurRNBULL: Table No. 1?

Mr. MACLEAN (Queens): It states that the cost of dispensing the prescription
in 1965 was $1.32. I take it that is an average?

Mr. TuRNBULL: As we indicated a little earlier, this is a figure established
from the great mix of prescriptions and the various methods of price-determina-
tion today, which include, in some instances, a straight commercial transaction
percentage type of pricing which includes breakdown calculations; in others,
plus a small professional fee; and some are on the cost plus fee for service
system. It ranges, from pharmacy to pharmacy across Canada, within a $1.50 to
$2.25, depending on local conditions as they may themselves determine—as Mr.
Lawton may have determined a dispensing fee on which he has now settled, and
as Mr. Wilton, who is on the same system, has a fee that he has established
for his particular pharmacy.

The indication that it would not affect the average prescription price relates
to today, not necessarily to tomorrow. It is based on the fact that if the ingredient
costs, the quantity prescribed and all of these other factors in the individual,
average prescription remain the same as today then the price of the prescription
would remain the same. But if the ingredient costs move up or go down then the
average prescription price is going to move up or down, because that one fee,
which has been established on the basis of the same type of service for the aame
amount of work, relates to the five cent ingredient as it does to the $10
ingredient.

Mr. MACLEAN (Queens): Let us put it in another way. For 1965, if the $2

professional fee had been in effect then, would the cost of the prescriptions
represented here be the same?

Mr. TurRNBULL: In 1965, if the cost of the ingredient was $1.32 the average
price would be $3.32. But you cannot relate these figures to the average cost and
the fee system. We do not know what the cost of the ingredient was in these
other than the other studies which would indicate the 50 per cent mix, and that

was two years ago. At $3.32 it would be $1.66. It would be $3.66 instead of $3.32,
all things being equal.
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Mr. MAcLEAN (Queens): Let us turn to Table 2. I am looking at the list
which happens to be for Quebec. The average price per prescription is $3.35 and
the cost of dispensing a prescription is $1.44. That $1.44, I take it, is part of the
$3.35?

Mr. TURNBULL: Yes, sir.

Mr. MAcCLEAN (Queens): The remainder would be the cost of the drugs to
the pharmacist and to institutions such as hospitals.

Mr. TURNBULL: Who adds his return, sir. The profit would have to be added
to that $1.44. This is bare cost.

Mr. MacLEaN (Queens): This is bare cost? Oh, I see.
Mr. TURNBULL: Bare cost of dispensing procedures.

Mr. MAcLEAN (Queens): So that his profit, on the average, if this were a
typical case, would be 56 cents? Would his professional fee of $2.00 cover $1.44
plus his profit? What I am trying to understand is the relationship between the
figures.

Mr. DENHOLM: It is very difficult to create a relationship between the figures,
for the reason that Mr. Turnbull has pointed out. If these figures were based on
what Mr. Mackasey has referred to as ‘the old system” and we were then trying
to compare it to the new system, we would perhaps create a relationship. But
there is a percentage of the old and a percentage of the new—the percentage not
known—which muddies the water in trying to create a relationship between
these figures at this time.

Mr. TurNBULL: Sir, based on the fact that we have established statistically
that the ingredient cost is 50 per cent of that $3.35 prescription—let us say, $1.68
or $1.673—and taking $1.44 as the cost of dispensing, my figure would be $3.12,
There would then be a profit of 23 cents on the $3.35 prescription. In other
words, it would be around seven and a half to eight per cent net profit before
taxes.

Mr. MACKASEY: I would like to refer to Table No. 27 of the survey. This is a
question arising out of curiosity and because of some preconceptions that I had.
This is such a very elaborate and well-prepared diagnosis—if I may use that
word—of cost that I am rather suprised that you have not been able to come up
with a cost strictly related to the pharmaceutical end of the drug store. I think I
asked that question last June.

Mr. TuRNBULL: Mr. Mackasey, we feel that these last two which we quote in
our brief, in which we present a breakdown of the pharmaceutical dollar, are
quite factual.

Mr. MACKASEY: In Table No. 27 you compare independent druggists, chain
drug stores and so on. I am intrigued about two things. One is the fact that the
cost of material in the chain pharmacy should be bigher than the others. For
instance, in the medical building it is only 56.9. Is that because in the medical
building it is primarily pharmaceuticals?

Mr. TurNBULL: Yes, pharmaceuticals; whereas, presumably, in the shopping
plaza, because of the varying—
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Mr. MacgAasey: There are so many ingredients here that it makes it very
difficult for the Committee really to get the information it seeks. I think you will
agree with that?

Mr. TorNBULL: I think that if the Committee were to take either a medical
building pharmacy, or any of the pharmacies which have prescription receipts of
over 40 per cent, it would be fairly factual.

Mr. MAackAasEY: Why do the chain drug stores have such a low net profit of
2.7 as compared to the medical buildings, which have 6.4 per cent, and the
independent that has 6.1 per cent.

Mr. TUuRNBULL: Presumably they have a higher percentage of sundry sales
upon which the mark-up may or may not be as high.

Perhaps Mr. Lawton might be in a better position to answer this in detail.

Mr. LAwWTON: Are you talking about the gross profit or the net profit? I am
sorry, I missed the first part of the question.

Mr. MACKASEY: Perhaps I could elaborate. I have been left with the impres-
sion, from previous meetings, that many of the large chain drug stores in the
Montreal area are, in effect, also wholesalers who control retail chains and sell
the product to other independent drug stores. At least this is what the wholesal-
ers told us, if I recall correctly.

At first glance, when I looked at this, it puzzled me why the cost of their
goods should be higher than that of the normal outlet.
Mr. WILTON: Their sale of cigarettes alone would make that difference.

Mr. MACKASEY: I have come to the conclusion that these figures are really

meaningless because you have all the ingredients here as well as the drugs and
pharmaceuticals.

Mr. WiLTON: As Mr. Turnbull said the 21 pharmacies in medical buildings
and the 89 pharmacies with prescription receipts of over 40 per cent are a truer
indication.

Mr. DENHOLM: These more closely approach your problem than do any of
the others.

Mr. MAcCKASEY: There is no use my pursuing the point. I was merely puzzled

why the chain drug stores had only 2.7 per cent profit when the 89 pharmacies
had 7.7 per cent.

Mr. MACLEAN (Queens): This is a profit on sales, is it not?
Mr. MackASEY: They have more volume; this is quite true.
Mr. MAcCLEAN (Queens): And that turnover on sundries such as cigarettes—

Mr. TurRNBULL: The survey shows, for example, that their dollar profit in
total income is almost the same as that of the independent.
As a matter of fact, it is quite interesting to note that the total income figure

right across those five columns is approximately the same. They all range in the
18, 19 level.

Mr. MACKASEY: And the margin of turnover is practically the same, too,
which is another fallacy gone overboard.
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Mr. LAwToN: Mr. Chairman, may I make a comment here? You will notice
that in the gross margin it varies from, say, 35 per cent in the independents to 32
per cent in the chain pharmacies. I think it is obvious that the gross profit is
lower in the chain pharmacies because they are, typically, larger stores and do a
fair amount of discounting. Unfortunately, these figures muddy up the purpose
of this whole meeting because they involve everything. The chain pharmacies
are larger stores, but they are involved in discounting, and their proportion of
total prescription receipts is not as great as that of the independents. This is
quite a normal situation in these two categories.

Mr. MAckASEY: The figures are really meaningless because they involve the
sale of silk stockings and everything else.

Mr. LawToNn: That is correct. They are ideal for the operation of a retail
pharmacy, but not for the purpose of this meeting.

Mr. DENnoLM: With the exception of the figures in the last two columns.

The CHAIRMAN: re there any other questions? If not, I would like to thank
the Canadian Pharmaceutical Association for coming before us for a second time
and for bringing the additional witnesses.

The meeting is adjourned.




e

Jan. 23,1967 DRUG COSTS AND PRICES 1931

APPENDIX “A"
THE CANADIAN PHARMACEUTICAL ASSOCIATION INC.
PRESENTATION ON JANUARY 23, 1967

* * *

We are pleased to again present the Canadian Pharmaceutical Association
before the House of Commons’ Special Committee on Drug Costs and Prices. In
so doing, it is our aim to complement our written presentation prepared for the
Special Committee’s meeting of June 14, 1966 and the discussions of that date
and of July 5, 1966 as recorded in the Minutes of the Committee’s Proceedings
and Evidence, Numbers 3 and 7, respectively.

Our delegation, today, to the Committee is composed of Mr. D. A. Denholm,
B.S.P. of Vancouver, President of the Canadian Pharmaceutical Association;
Mr. J. K. Lawton, Ph.C., Halifax, a retail pharmacist and owner of a small drug
chain; Mr. R. E. Wilton, Phm.B., London, Ontario, a retail pharmacist and owner
of two retail pharmacies; Mr. D. M. Cameron, B.Sc. Pharm., of Edmonton,
Registrar of the Alberta Pharmaceutical Association; and Mr. J. C. Turnbull,
B.S.P., of Toronto, the Executive Director of the Association.

Members of the Committee will wish to direct their discussion of specific
matters to one or more of these gentlemen, as such may pertain to their
individual, particular endeavours. On questions which are of a general nature,
the Executive Director requests permission to call upon them to assist although
they may not be directly related to their personal role in pharmaceutical affairs
and the manner in which drug distribution is undertaken in Canada.

The Association wishes to commend the Chairman and the Committee
members for the diligent manner in which they have sought out information
which will enable them to suitably report to the Parliament of Canada. Admit-
tedly, Canadian pharmacists have been disturbed by the amount of extraneous
material that has appeared from time to time in the hearings and which has, as a
result, often appeared in the public press. However, we recognize that only in
this way can an adequate understanding be obtained of the particular problems
confronting those charged with the responsibility of ensuring that the wide-
spread communities of Canada are provided with a comprehensive phar-
maceutical service which is second to none and at fair prices.

* * *

This supplementary presentation by the Canadian Pharmaceutical Asso-
ciation includes a recapitulation of the Association’s Brief dated June 14, 1966,
an updating of its statistics, additional information pertinent to the Committee’s
study, observations related to statements arising from the appearance of other
witnesses before the Committee, and recommendations by which the cost of
providing drug services to Canadians may be advantageously influenced and by
which the calibre and availability of drug therapy may be maintained at its
present high level or, indeed, improved.

The C.PH.A. Brief dated June 14, 1966

1.0 The Canadian Pharmaceutical Association’s presentation dated June 14,
1966 was discussed on that date by the Committee, and subsequently on July 5,

1966. To recapitulate, among its several points were:
25518—4
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1.1 The retail drug business—The demanding attributes of modern phar-
maceuticals and legislation pertaining thereto make commercial endeavours
relative to them markedly different from other business enterprises. Retail phar-
macy is customarily seen as a composite of professional and commercial under-
takings, with the latter frequently subsidizing the financial ability of the phar-
macist to make a complete pharmaceutical service (involving both prescriptions
and related health items) available in the community.

1.2 Retailing and drug prices—In 1964, revenue from the dispensing of
prescriptions represented 27.4 per cent ($36,375) of the ‘average’ pharmacy’s
$131,039 in gross sales. The retail pharmacy realized a net profit before taxes of
4.8 per cent that year.

1.2.1 In 1964, too, Canadians spent $8.87 for 2.68 prescriptions obtained from
retail pharmacies at an average price of $3.31.

1.3 Pharmacy manpower utilization may be considered poor when viewed
only in relation to the narrow confines of the single act of filling prescriptions,
but when placed in proper perspective and related to the standby supervision
and the multitude of other activities which the pharmacist must assume in
keeping with his professional, legislative and moral responsibilities, the profes-
sional staffing of pharmacies during an average 60-odd hours week cannot be
criticized.

1.4 Prescribed drugs: Prices and Expenses—Drugs represent only the com-
modity portion of a comprehensive, professionally-oriented pharmaceutical ser-
vice to the citizen for whom prescribed medication is being supplied or who
seeks medicine for purposes of auto-therapy. A prescription is not an ordinary
item of commerce or trade. It is not a merchandising commodity.

1.4.1 While it is generally acknowledged that 50 per cent of a prescription’s
price is represented by the tangible ingredients procured from a manufacturer/
distributor, the prescription-only service cannot be divorced from the business
economics of the total operation of a retail pharmacy. During 1964, retail
pharmacists dispensed prescriptions valued at $171 million. Over 84 per cent
were dispensed at less than $5.00 each, while those priced at over $10.00 each
represented only 1.4 per cent of the $51.6 million total.

1.4.2 Statistics from pharmacies which orient their endeavours to pharma=-
cy-related undertakings only, (say, those realizing over 40 per cent prescription
revenue), indicate a breakdown of the consumer’s 1964 pharmaceutical dollar to
be: 62¢ paid by the pharmacist to the manufacturer/distributor; 333 paid by
the pharmacist for local services (salaries, rent, etc.); and 43¢ retained by the
pharmacist as profit before taxes and capital replacements.

1.5 Federal Sales Tax, included in the amount paid to a manufacturer/
distributor, constitutes some 9¢ of the consumer’s ‘“pharmaceutical dollar”. It
can be calculated to represent 8.3¢ of the consumer’s “prescription dollar” and,
hence, in 1964, placed a $14 million burden on the ill and diseased of Canada who
obtained prescription services from community retail pharmacies.

1.6 Subsidization of prescription services through the retail sale of non-drug
items is illustrated in the statistics. Further, the retail pharmacist, and in turn,
the private patient subsidizes the manner and the price at which drugs are
provided to others—(1) The retail pharmacist purchases at top-dollar prices
under the multiple pricing policies which place the same drug preparations at
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exceedingly low prices in hospitals and similar institutions and government
agencies. (2) Institutions benefit further by having purchases exempt from sales
tax. (3) Welfare prescriptions granted substantial discounts by the pharmacist
are indirectly subsidized by the price paid by the private patient. (4) Standby,
full inventory, emergency service is expected of the pharmacist even though full
utilization of his services may be adversely influenced by the diverting of
popular drugs to distribution via dispensing physicians and/or the centralized
dispensing to government beneficiaries (that is, veterans, armed forces, Indian
hospitals); ete.

1.7 Dollar effect of legislation—The restrictive Regulations, all written and
administered in the public interest, both federally and provincially, which per-
tain to Pharmacy and the distribution of drugs place a very costly, hidden,
financial burden on the pharmacist. He must follow strict procedures in the
purchase, storage, security, recording and dispensing of drugs. These have a very
definite dollar effect on drug distribution. Regrettably, and quite improperly, too

many of these Regulations do not pertain to the other professions who may
legally handle drugs.

1.8 Drug formulary systems as used in many institutions to meet their
localized day-to-day needs and situations, are not considered feasible for ap-
plication at the community, private practice level where it is so necessary that all
prescribers have available those drug preparations which they may individually
and personally select for use in keeping with their personalized experience and
expectation of the therapeutic response in individual patients who are other than
under constant professional scrutiny.

1.9 Manufacturing pharmacy is a vital part of modern pharmaceutical en~
deavour. The Association strongly believes that everything possible must be
done to ensure that Canadians benefit from worldwide therapeutic advances
while encouraging the development of a strong, comprehensive pharmaceutical
industry, including all aspects of production and research, within our boundaries.

1.9.1 Patent legislation should protect the innovator while providing for the
enhancement of an active, self-sustaining and ever-growing industry in Canada.
We believe Canada should recognize worldwide patents, but we also suggest that
the period of such protection need not exceed three years, or some other suitable
period of time made necessary by the particular nature of the drug, unless it be
produced in Canadian-based manufacturing facilities. In modern days, patent
rights on drugs extended for 17 years is deemed unnecessarily long. The right to
license other producers and the compulsory licensing provisions of the Patent
Act are worthy of continuance to facilitate legal production in Canada.

1.9.2 Quality is not something which can be “legislated into” a drug product.
Quality control, properly exercised, is an expensive undertaking which should
not be compromised. Adherence to the Food and Drugs Act will ensure that a
manufacturer produces a drug preparation according to standards established in
the public interest. The Association does not share the belief of some witnesses
that the Food and Drug Directorate should be a certifying body which tests each
and every batch of a drug preparation and, indeed, such would be financially
impractical and physically impossible. Where a reputable Industry exists, it
should not be necessary. '

1.9.3 In view of the administrative controls possible under the Food and

Drugs Act, the Association does not believe that a separate Standard, 74-GP-1b,
25518—4}
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establishing a list of manufacturers ‘qualified’ to sell to the Government is
necessary. Indirectly, the latter influences an increase in the price of drugs and it
may well create situations which, in the future, will work contrary to the
interest of the private medical and pharmaceutical practitioner and those whom
they serve.

1.10 Brands and generic names—The profession of Pharmacy does not
disagree with those who advocate that physicians might best prescribe drugs by
their generic names, but in so stating, it emphasizes that in every instance, the
pharmacist must be in a position which enables him to assume, with assurance,
the responsibility of selecting the proper medication to be dispensed, be it brand
named or non-branded. Possibly less than one-third of all prescriptions could be
written in generic terminology. Drug preparations having the same generic name
with or without an added brand name, are not necessarily therapeutic equiva-
lents.

1.11 Drug information—The Association publishes a Compendium of
Pharmaceuticals and Specialties, written in a manner which factually summa-
rizes all essential, basic information about all drug preparations on the Canadian
market. Use of this book permits access to information on which a practitioner
may base his selection of a drug preparation best suited to the therapy to be
followed in relation to the diagnosis of an individual patient’s specific illness
condition.

1.12 Prescription dollars in perspective—The Association reiterates its firm
belief that the Canadian scene and way of life, its standard of living, its general
economic structure, its geography, its wage and employment structure, its popu-
lation characteristics and the effect of all these on the economics peculiar to the
availability of drugs in Canada must be acknowledged in any debate and
decisions relative to drug costs and prices. Canada does differ from other
countries.

1.12.1 The suggestion that drug costs have increased ‘out of all proportion’
to prices of other commodities and services is completely erroneous, as illustrated
by D.B.S. statistics which show that prices in general increased some 36.8%
between 1949 and 1964, while drugs increased by only 20.7%. Other D.B.S. sta-
tistics show that Canadians spend less than 1¢ of their consumer dollar on drugs.

Additional information and statistics

2.0 The Canadian Pharmaceutical Association, representative of the profes-
sion and its members in all fields of endeavour in Canada, is pleased to note that
the Committee has gained a deep awareness of the problems of drug distribution
through the specific information it has received from various individuals, compa-
nies, agencies and organizations.

2.0.1 It is regretted that the Committee did not retain the services of a
knowledgeable pharmacist who, in a private consulting capacity, might have
assisted with its interpretation and assessment of the fund of material presented
at its hearings.

2.1 The pharmaceutical manufacturing industry, its organizations and its
individuals, have presented facts and figures to the Committee. The C.Ph.A as a
professional association has a specific interest in industrial endeavours as such
relate to the position of individual pharmacists therein and as such may exert an
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influence upon the general practice of Pharmacy. From it, the basic tools of the
profession are available and hence, the profession cannot divorce its interests
from matters of specific concern to industrial enterprise. As stated previously, it
is our strong belief that the best interests of Canada are served by the strength-
ening of a viable drug industry within our boundaries.

2.2 Drug wholesalers provide pharmacists with their essential services by
maintaining quantities of drug preparations in every major centre of our vast
nation. While it could be claimed that this ‘middle man’ procedure results in
added costs, Pharmacy does not believe this to be of significance and, indeed, in
no other way could complete stocks be conveniently and readily available from
one large and nearby source to the many consumer outlets.

2.3 Hospital Pharmacy is discussed in a Brief presented by the Canadian
Society of Hospital Pharmacists on November 29, 1966. Because many items
classified as components of drug therapy in hospitals are not common to the drug
therapy of ambulatory patients, it is difficult to tabulate comparative statistics
pertaining to patient usage. However, the importance of professional responsibil-
ity being exerted in the control and handling of modern pharmaceuticals is
comparable both within and outside of institutional practice. This role is summa-

rized in the Canadian Council of Hospital Accreditation Guide No. 5 which, in
part, states:

“Because of the increase in complexity, specificity and potency of
medications now available. .. the need for appropriate professional phar-

macist service in every hospital has become more urgent.”
and further that,

“In addition to its traditional role in drug manufacturing and dis-
pensing, the pharmacist has a collaborative role to play with the medical
staff in a number of ways including the provision of a drug information
service, facilitating the reporting of adverse drug reactions, and reviewing
prescriptions for prevention of drug incompatability.”

2.4 Academic training, offered in eight degree-granting universities in
Canada, enables the pharmacist to assume the role discussed above. The cur-
riculum provides specialized training while educating the student in the broader
phases of professional life by providing, in its four years: (1) an extensive
background in the basic sciences; (2) advanced study of newer developments;
(3) an emphasis on pharmacology to assist in evaluating claims and the judging
of the efficacy and safety of new or competing medicines; (4) specialization in
particular fields of interest; and (5) a rounded general education. Other state-
ments to the contrary, the profession does not believe that anything less would
provide adequate preparation for assumption of the full safeguarding and con-
sultant responsibilities which are to be expected of the pharmacist,

2.5 Pharmacist manpower and utilization is the subject of a study in depth
to be undertaken by a Commission on Pharmaceutical Services sponsored by our
C.Ph.A., in keeping with a recommendation received from the Canadian Con-
ference of Pharmaceutical Faculties. This Commission, which will include au-
thorities on occupational studies, one of whom may be its chairman, will initiate
its two-year task in the immediate future leading to a report on (1) the
occupational role of the pharmacist, (2) structural and manpower needs of the
profession; (3) student recruitment, selection and academic performance vs
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professional performance; and (4) translation of concept and fact into practical
reality. ¢

2.6 Retail pharmacists are most familiar to the public with whom they are
in daily contact and hence, it is deemed essential that this Committee comprising
the Federal representatives of the public have a full awareness of the position of
the community pharmacy and matters encountered by it in its distribution of
drugs and the provision of pharmaceutical services.

2.7 The retail drug business—The ‘average’ pharmacy’s sales dollar (or, if
you wish, the “total drugstore dollar”) is apportioned according to the 196.5
figures compiled in Table No. 1 of the Association’s 24th Annual Survey of Retail
Pharmacy Operations (attached hereto as an Appendix), in rounded figures:

653 ¢—paid to the manufacturer/distributor
183¢—paid for salaries to locally resident employees
23¢—paid for rent to local landlords
23¢—ifor advertising in local media
—for delivery service by local citizens
—for repairs by local tradesmen
13¢—for heat, power, telephone, taxes to local utilities and government
3¢—for insurance purchased from local agents
13¢—for depreciation, interest and bad debts
2¢ —for miscellaneous expenses of an internal and local nature
53¢—profit before income tax, capital replacement, etc.
This ‘agerage’ pharmacy, open to the public for 67 hours per week derived 28.7%
of its gross income from prescriptions.

2.7.1. On the other hand, pharmacies in which prescription receipts repre-
sented over 409% of total receipts (and hence, more closely approximate a
“strictly professional pharmacy practice’”) provide a statistical breakdown of
the 1965 “pharmaceutical dollar” (Table 27 of the Survey) which is presented
on the next page of this Brief. Q

Other
Medical Bldgs. Locations
Paid to the manufacturer/distributor ...... 57¢ 604¢
Paid for salaries to local employees ...... 23¢ 204¢
Paid for rent to local landlords .......... 4}¢ 2§¢
For advertising in local media
For delivery service by local citizens ........ 3¢ 2%¢
For repairs by local tradesmen
For local utilities and taxes ...........co0.. 1¢ 13¢
For insurance purchased from local agents .. 3¢ 3¢
For depreciation, interest and bad debts .... 2¢ 2¢
For local miscellaneous expenses .......... 23¢ 2¢
Profit before taxes, capital replacement . ... 6¢ T3¢
$1.00 $1.00

While the gross sales of the above two categories of pharmacies were apout equal
($113,000), those in medical buildings derived 61.7 per cent of their revenue
from prescriptions and those in other locations, 52.7 per cent.
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2.7.2 These three sets of statistics show net profits to be 5.6 cents, 6.4 cents
and 7.7 cents, respectively, before deductions for income taxes and amounts set
aside for capital replacement, etc.

2.8 Prescribed drugs: Prices and Expenses—Among the numerous studies is
that completed in 1966 by a management accountant and consultant in order to
establish a cost-plus-professional fee system of charging for prescription services
rendered to welfare recipients under the contract negotiated with British Co-
lumbia’s Department of Welfare. This study (copies of which can be provided)
which takes into account direct and indirect costs of pharmacy operations in
various community locations concluded that:

The average ‘“dispensing cost” per prescription was $1.75.
NON-WELFARE PRESCRIPTIONS

Average ingredient cost ................ $ 1.45
DISPENSIRG (COBo & . ariviis v sotaieas b o ols blh o 3ad
Fokal I osk b b pivrssid s sinss s ov o' saimine $ 3.20
Average Prescription Price .............. 3.22
L I R, T $ .02

The net overall profit per prescription is very low.
WELFARE PRESCRIPTIONS

Average ingredient cost ..........c.c00.. $ 112

FRISORARIR OOBE s o oo stics o0 e sisle o gl o o 8 1,15
IROERE COBE it s o s 550« iy 5 b i € & $ 3.47

Average Welfare Prescription Price .... 2.86 [Note (1)]
(Loss) per prescription ........... ($ .61)

It is apparent from the figures that the average-prescription dispensed to
Welfare recipients is dispensed at a LOSS.
Note (1)—The $2.86 average Welfare prescription price was calculated from the
statistics quoted in the Department of Social Welfare, Province of B.C., annual
report for fiscal year ended March 31, 1964. The figures were:

Dollar value of prescriptions ............ $1,966,536.00

= $2.86 av.
Number of prescriptions ................ 689,038

The Survey itself revealed that the average selling price per Welfare pre-
scription was $2.85.

2.8.1 F"rom the C.Ph.A.’s 24th Annual Survey, statistics reveal the 1965
average price per prescription to be $3.32 (just one cent above the 1964 figure),
per capita expenditure on prescriptions to be $10.22 ($8.88 in 1964), with a per
capita usage rate of 3.07 prescriptions (up substantially from 2.68 in 1964) for
prescriptions valued at $200 million.
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2.8.2 It indicates, too, that on the average, each retail pharmacy dispensed
11,904 prescriptions that year. This works down to 25 prescriptions dispensed by
each pharmacist per day of a 300-day year—a not inconsiderable average
number when combined with numerous related, but intangible tasks.

2.8.3 Claims that, in terms of straight monetary exchange, drug prices 1n
Canada are higher than in the United States are not borne out at the level of
retail pharmacy prescriptions where we find that the average price in the US.A,,
determined by annual surveys published by the Lilly Digest, is consistently
higher than the Canadian average:

Year U.s. Canadian
T Dirarrdinige oo 3 B e R $ 3.48 $ 3.32
RN L0 L SR L 3.41 3.91
B, A A YL LA s 3.39 3.20
e PR R S SRR L .38 3.16
ST G R S 3.25 3.14
L] e e e SR i SR TR L] 3.19 3.06
ROBE T e Tk LA Lt R 3.09 2.98
L e e R R e e, e 2.96 2.78
BUGTNREE S0 i e L 1Y 2.85 2.61
- D ST i T S S 2.62 2.49
6 TR el L AR i 2.46 2.26

2.8.4 One U.S.A. authority (Dr. J. Backman, Research Professor in Eco-
nomics, New York University, as reported in “Drug Topics”, December 26, 1966)
states that, “If drug prices had risen as much as all consumer prices since 1940,
consumers would have to pay $2.9 billion more than they do today.” We have not
attempted to calculate a projection of Canadian experience.

2.9 Stability of prices is indicated by a spot check of randomly selected
preparations marketed in Canada. Starting from the December, 1966 edition of
the “Price Book of Drug Store Merchandise”, (a catalogue compiled from manu-
facturers’ price lists), the 50th item on every page was traced back to May, 1953.
Of the 99 pharmaceuticals traced, 29 have been available since May, 1953 or
longer; 51 since November, 1958; 69 since June, 1963; and 86 since June, 1965.

— 47 showed on change in price

— 37 showed gradually increased prices

— in years of Sales Tax increases
— non-prescription products predominate the list
-— 16 showed gradually decreased prices

2.9.1. Intrigued by the results of this check, a trace was then made of 17
pharmaceuticals on which the Brief of the Pharmaceutical Manufacturers Asso-
ciation of Canada of June, 1966, presented a series of worldwide calculations
and comparisons. Here, we found that since their first introduction or since May,
1953, prices of four have remained unchanged, nine have decreased, and of the
four which increased, two are in the non-prescription category.

Amplification of certain statements

3.0 Multiple pricing policies—The Association states its concern relative to
misinterpretations of its long-standing and oft-repeated statement pertaining to
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the inequalities of Industry’s pricing practices (including ‘deals’) which cause the
retail pharmacist to purchase drug preparations at prices often far exceeding
those available to other purchasers. To clarify any misunderstandings, we again
quote from the Association’s Brief presented October 16, 1961 to the Restrictive
Trade Practices Commission Inquiry into the Manufacture, Sale and Distribution
of Drugs in Canada (pages 30 and 31):

“The distribution and pricing situations outlined in the Director’s
Statement (the ‘Green Book’) are not new to the Canadian Phar-
maceutical Association. The problem of multiple levels of pricing and price
discount policies as such relate to the various purchasing levels, namely,
governments, government institutions, hospitals and retail pharmacists,
is recognized as being of vital interest to the Canadian consumer who must
be assured of a high level of consumer distribution of pharmaceuticals by
pharmacists in the widespread communities of this nation. It was
recognized by the C.Ph.A. many years ago that eventually the problem
known to them would become subject to public criticism and would
possibly be voiced with a great deal of misunderstanding.

The situation has not changed over the years to cause any alteration
in a statement of policy made known to manufacturers early in 1955, and
which has been reaffirmed by pronouncements up to, and including the
present time—‘the Canadian Pharmaceutical Association is of the opinion
that the principle of equal price for equal quantity and equal quality,
provided that there is a reasonable and equitable relationship between
quantity price levels, is the only principle which should guide pricing
policies in the distribution of drugs to all purchasing levels.” This state-
ment is made in the firm belief that a policy of fair and equitable pricing
should be, and can be established to the satisfaction of manufacturers,
government buyers, hospitals, retail pharmacists and, of great importance,
to the satisfaction of the consuming public. In consideration of quality,
quantity and packaging, a policy of one fair price to all buyers should be
available,

Actual prices do not enter into the statement quoted above. Prices
and pricing methods relate to the specific operation of the individual
company and/or its distributors. Presumably, each has the ability to
determine for itself the financial return it requires to provide for its
expenditures and to give remuneration for its efforts in accordance with
the product(s) it makes available. “Each firm undoubtedly has estab-
lished price-calculation policies in keeping with its known risks, its future
aspirations and its marketing integrity.”

and later, on page 51, that, all things being equal and provided that sales to retail
pharmacy are indeed bearing a disproportionate share of the manufacturer’s
fixed overhead,

“A single price policy with the only differences being due to econo~
mies realized through volume of purchase would result in an institutional
price which would be somewhat higher and the price to retail pharmacies
would be substantially lower.”

3.0.1. Be it direct or indirect, the retail pharmacist is, in fact, faced with
competition from all individuals, institutions and agencies who make drugs
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available, with or without attendant safeguarding procedures, to the ambulatory
patient. Hence, Pharmacy’s belief, expressed in a resolution of the Association’s
annual meeting of 1966, that the legality of the different prices to different
purchasers who are competitors is open to question.

3.1 Ownership of retail pharmacies rests, in the majority of cases, with
individual pharmacists, However, in this era of mass merchandising, the small
independent finds himself at a competitive disadvantage in many ways, and as a
consequence, there appears to be taking place a greater concentration of owner-
ship into fewer and fewer hands. Many forces operating from outside rather than
from inside the profession’s societies exert an influence on the professional
operations of a pharmacy. We believe it not in the best public interest that
individuals who are non-pharmacists, mainly concerned with the profit-taking
operation of merchandising establishments, should, through ownership or sub-
stantial direct financial involvement, in any way be in a position to directly or
indirectly influence the calibre of pharmaceutical service being rendered in the
community.

3.1.1 Except where local needs dictate, the principle of the joint practice of
Medicine and Pharmacy is, in the opinion of both professions, considered to be
not in the best interest of the patient. The new Hart Bill of the United States
Congress, now before a Senate Sub-Committee, prohibits a physician from
owning, either directly or indirectly, an interest in a pharmacy and also prohibits
physicians, generally, from dispensing drugs and devices.

3.2 Sales Tax—Very few, if any, who have appeared before the Committee
could reach agreement as to the dollars and cents effect of the application of the
Federal Sales Tax to the sale of drugs. All agree that this is a highly improper
tax levy on illness. In a recent reply (December 30, 1966) to our correspondence
which commented on the ‘Mini Budget’, the Minister of Finance again stated that
abolition awaits the recommendation of the Special Committee, and he promise_d
that, “...your (our Association) requests that drugs be relieved of the addi-
tional one percentage point in the rate of sales tax will be given careful
consideration before the Excise Tax Act amendment comes up for debate in the
House of Commons...” We respectfully urge the members of this Special
Committee to support our request.

3.3 Variations in retail pharmacy prices—It is logical to expect price varia-
tions in keeping with the value which the individual pharmacist finds it neces-
sary to place upon the services rendered by his pharmacy. Extreme differences,
however, are another matter, but we cannot comment upon those stated to the
Committee and/or in press stories without having actual knowledge of the
prescriptions themselves, the manner in which they were presented to enable a
personal interpretation by the pharmacist, the strength of their ingredients, their
quantities, and etc. We can only presume that normally accepted “market test”
study and reporting procedures were not followed.

3.4 Counting and pouring—It is recognized that a busy pharmacy can
handle a great number of prescriptions per day by utilizing its pharmacists on a
production line basis, seemingly just counting or pouring. Such procedures are
very much less than those which provide for a compresensive pharmaceutical
service involving a multitude of professionally-oriented activities which are a
vital part of pharmacy practice and which come within the definition of “cost of
dispensing a prescription”. Every procedure is important if, in some way, it
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safeguards the health interest of the patient and contributes to the success of a
physician’s prescribed course of drug treatment. A very few seemingly routine
“counting” or “pouring” prescriptions are reviewed and discussed in an article
appended to this Brief. It speaks for itself (see Appendix A).

3.5 Drug information and ready access to it, particularly relative to each
and every preparation available to meet all therapeutic requirements, is essen-
tial. To this end, the Association publishes its Compendium of Pharmaceuticals
and Specialties. The completely rewritten Third Edition, now on the presses, will
soon go out to every pharmacy, physician and hospital in Canada under a
distribution program in which we are pleased to have the participation of several
manufacturing companies. (See Appendix B) While this C.P.S. III which pre-
sents edited, unbiased information in expanded monograph form does not em-
body all the features we may wish, it is without comparison in Canada. (See
Appendix C) These features will be incorporated in the next edition.
Recommendations and observations

4.0 Although the Canadian Pharmaceutical Association does not believe that
the Committee has been presented with evidence to permit it to concur with the
statement in its terms of reference which are to the effect that “drug costs are
too high”, it is of the opinion that certain steps can be taken without delay which
will directly influence an immediate lowering of the price at which drugs are
manufactured, distributed and sold and/or which will indirectly exert a stabiliz-
ing effect on the many components of cost and, hence, continue to maintain
expenditures for pharmaceutical services as an extremely small part of the

consumer dollar. To this end, we respectfully request favourable consideration
our submissions:

4.1 (1) We recommend that the Excise Tax Act and/or other pertinent
legislation be amended to provide for the abolition of the application of Federal
Sales Tax to medicinal preparations and therapeutic appliances.

— all things being equal, consequent retail pricing adjustments ranging
from 5 per cent to 10 per cent can be anticipated to save the consumer
millions of ‘drug dollars’.

(2) We recommend that the Income Tax Act be amended to provide per-
sonal income tax relief on the total of personal expenditures for prescribed
pharmaceutical services provided by pharmacists and all other professionally

rendered health care services by the removal of its present “3 per cent of net
income” clause.

— This would provide community-wide assistance to individuals, par-
ticularly those of borderline financial means or the ‘medical indigent’
who must seek health care services in any one year and, indirectly,
temper the price at which they were provided.

(3) We recommend that every possible action be undertaken to influence
and promote the establishment of recognisable procedures whereby the prices at
which the community retail pharmacist purchases his drugs bear a fair and
equitable relationship to those which are offered to other individuals in the

health professions, to hospitals and related health services institutions and to
governments and their agencies.

— Directly, this will bring about a lowering of the cost of ingredients of the

retail prescription, while the converse effect on institutional purchas-
ing prices may be of lesser significance due to their bulk quantity
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requirements. Any action taken must remove, too, the competitive
inequalities at the Industry level by those who may have a “non-
retail pharmacy” policy and/or whose contribution to the health care
scene is solely a limited marketing function.

(4) We recommend that, through its report and the public influence of its
members, the Committee support the advancement of public drug insurance
and/or prepayment plans which are service programs sponsored by pharmacists
and financially guaranteed by all levels of pharmaceutical endeavour.

— In themselves, such programs will not influence prices but will have the
indirect benefit of spreading private costs and eliminating burden-
some financial outlays by those faced with chronic or catastrophic
illness situations.

(5) We recommend that our governments give immediate attention to
granting tangible financial assistance to individuals within defined illness catego-
ries to enable them to obtain first class pharmaceutical services from local,
private pharmacies—

— While Canadians spend a mere $10 on prescriptions, there are those of
limited means or who require vast amounts of medication over ex-
tended periods of time for whom the price of prescription services is
burdensome or high. Until the time when such can be given attention
through voluntary insurance programs such as that proposed under
Pharmacare Limited or Green Shield’s prepayment plan, we believe
that Canadians rightfully expect their tax dollars to brought into play
to ensure that those in need of help can obtain services, as free
citizens, from their choices of health practitioners.

(6) We recommend that the Compendium of Pharmaceuticals and Spe-
cialties be endorsed as a valuable, comprehensive information tool worthy of
both professional and governmental support through editorial involvement and
financial assistance, particularly as such may permit enhancement of its related
information capabilities.

— Indirectly, “C.P.S.” may influence drug costs by providing practitioners
with convenient access to information on which to base their choice of
drug preparations. Too, it offers the avenue through which economies
can be realized in the dissemination of information to thus assist
Industry in reducing expenditures which are labelled as “advertising
and promotional”.

(7) We recommend the development of better and more consistent methods
of gathering, recording and publishing statistics related to the manufacture,
distribution and sale of drugs and in relation to the provision of pharmaceutical
services.

— Costly, time-consuming ‘paper work’ procedures will adversely affect
the costs and prices of drugs and must be cautioned against in
statistics-gathering procedures. Co-ordination of the efforts of the
profession, the industry and governments will bring economies and
produce less confusion in public interpretation of published facts.

(8) We recommend support of Pharmacy’s moves toward establishing an

equitable professional fee-for-service system which is not directly related to the
cost of the drug ingredients of a prescription.




Jan. 23, 1967 DRUG COSTS AND PRICES 1943

— Directly, the system lowers the consumer cost of expensive preparations.
Indirectly, it enables the consumer to obtain prescribed drugs at
prices in keeping with the comprehensiveness of service he desires or
which seems to meet his individual needs.

— The “prescription dollar” is unique in the fields of commerce and profes-
sional endeavours in that it includes a multitude of safeguarding
activities based on professional and legislative requirements, each of
relatively minor financial significance when viewed alone, but which
form a significant portion of the cost of dispensing a prescription.

— The “pharmaceutical dollar” is broader in scope than the “prescription
dollar” which it includes, and while it more loosely embraces profes-
sional skills and procedures, it does encompass the application of
professional judgment exercised in the public good in the distribution
of drugs and health supplies, be they prescribed or offered for sale in

a manner not unlike that pertaining to other commodities of com-
merce.

(9) We recommend that every committee, commission, agency or other body
charged with the responsibility of investigating and/or reviewing matters
pertaining to, or related to drugs and/or pharmaceutical services, be such
responsibilities of a policy or administrative nature, be required to avail
itself of the consultant services of one or more pharmacists knowledgeable in the
subject who shall be retained either full or part time for such purpose.

— We recognize the great value, in their particular fields, of those whom
the Committee has retained to assist it. Expertness in drug matters
and the specialized knowledge of Pharmacy, privately applied, would
provide for at-the-time searching out of facts and the clarification of
inadequately presented statements and observations. The public of
Canada is entitled to nothing less than the application of specific
expertness through which it can expect a reduction of extremely
expensive hours being devoted, over the years, to deliberations relat-
ed to the same subject matter.

* * *

The Canadian Pharmaceutical Association has welcomed this further oppor-
tunity of working with the House of Commons’ Special Committee on Drug Costs
and Prices. You are assured that, in keeping with our responsibilities to the
pharmacists and the public, we deem it a particular privilege and obligation to
grasp every opportunity to extend our assistance, within the limits of our
capabilities to you and to all representatives of the citizens of Canada.
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ANNEX “A”
to C.Ph.A. Brief
“PILL: COUNTING—FACT OR FALLACY?”
G. N. Rotenberg, B.Sc.Phm.,

Associate Editor, Compendium of Pharmaceuticals and Specialties

One of the qualities of pharmaceutical service which differentiates it from
other transactions is that, in addition to the furnishing of a tangible commodity,
there is, of necessity, a demand for a totality of knowledge which administers to
and safeguards the health interest of the patient. Accordingly, the dispensing of
so-called prefabricated drug preparations cannot be classified as a mechanical
function. Not infrequently, the success of a physician’s prescribed course of
treatment hinges upon the pharmacist’s ability to overcome dispensing or thera-
peutic problems. Let us look at but a few examples of seemingly routine
“counting or pouring” prescriptions and see just how the pharmacist is involved,
or may become involved.

1. Rx Tablets Digitoxin 0.2 mg.

Dispense 100.

Sig. 1 tablet three times a day.
Brief Description: A product containing a guycoside of digitalis used in the
treatment of cardiac insufficiency.

The physician has prescribed an initial digitalizing dose to build up the drug
concentration in the patient’s system to obtain the desired therapeutic effect but
has failed to indicate the necessary reduction to a daily maintenance dosage of 1
tablet after 2 or 3 days. A continued dosage of 3 tablets daily would result in
severe digitalis poisoning.

2. Rx Emetrol 240 ml.

Sig. 15.0 ml. in water q. 2 h. ud.
Brief Description: A phosphorated carbohyrate solution containing balanced
amounts of levulose and dextrose in coacting association with orthophosphoric
acid stabilized at a physiologically adjusted hydrogen-ion concentration used
as an anti-emetic preparation.

Any dilution with water of this chemically-stabilized preparation complete-
ly destroys the hydrogen-ion concentration, thus rendering the product totally
useless in the control of vomiting.

3. Rx Tetracycline Pediatric Drops 10 ml

Sig. 10 drops q. 8 h. for earache until completed.
Brief Description: Tetracycline is a broad-spectrum antibiotic used in the treat-
ment of infectious diseases due to a wide variety of susceptible organisms.

The pharmacist’s role in clearly defining and explaining the physician’s
written directions is most graphically illustrated in the above example. The
antibiotic is intended for oral use and if labelled strictly according to the
physician’s directions, the label will read “10 drops every 8 hours for earache”.
Insofar as the parent is concerned, the infant is suffering from earache and the
pharmacist (as does happen) would well receive the complaint from the parent
that the infant’s ear will not hold ten drops! Similar ‘tragicomical’ reports of
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patients taking suppositories orally or using them without removing the foil
wrapper are not uncommon.

4. Rx Tabs. Parnate 10 mg. b.i.d.

Tabs Elavil 25 mg. t.i.d.
Mitte: One month’s supply
Brief Description: Parnate (Tranylcypromine)—Monoamine oxidase (MAO)
inhibitor
Elavil (Amitryptyline HCl)—antidepressant

The above example represents a very serious therapeutic incompatability.
The concomitant usage of the two prescribed drugs could very easily lead to a
severe hypertensive crisis. It should be noted that even the ingestion of common
foodstuffs such as cheese, certain meat and yeast extracts, beer, alcohol, and
Chianti wine may initiate severe paroxysmal hypertension and head-
ache in patients undergoing therapy with MAO inhibitors. Therefore, the
pharmacist is not only in an excellent position to detect the initial therapeutic
incompatability but also in his role as an adviser on drugs, may counsel patients
to avoid the above-mentioned foodstuffs in the event that the physician has
neglected to bring these essential facts to their attention. In addition, since
certain proprietary cold, hay fever or reducing preparations do not require a
prescription, and are also contraindicated with the use of MAO inhibitors,
the pharmacist realizing this, could also prevent this mishap from occurring.

5. Rx Triple Sulpha tabs. 0.5 Gm.

Dispense viii

Sig. i a.m. and h.s. for bladder infection.
Brief Description: An agent used in the treatment of infections due to sulfon-
amide-susceptible organisms.

Historically, the pharmacist has always advised the physician of any serious
or toxic overdosage and has discharged this responsibility exceedingly well.
However, underdosages to constitute an equally dangerous situation to the
patient. Triple Sulpha tablets prescribed for too short a time and in extremely
low dosage in a urinary tract infection, could lead to no response or a rapid
relapse.

Similarly, if the amount and frequency of an anticholinergic medication is
not adequate, the peptic ulcer patient runs the risk of a perforated ulcer. It is
recognized that improper prescribing habits have greatly contributed to the
emergence of drug-resistant bacteria. It is interesting to note that in a survey
reported in the Journal of the American Pharmaceutical Association, 19.3% of
all prescriptions surveyed revealed the presence of apparent underdosage, and
0.89% an apparent overdosage! Improper prescribing could well prolong the
course of an illness, cause undue expense and even produce serious harm to thé
patient if undetected by the dispensing pharmacist.

6. Rx Tabs. Penicillin G 400,000 I1.U.

Dispense xii
Sig. 1 tablet three times a day.

Brief Description: An agent used in the treatment of infections due to penicillin-
susceptible organisms.

The success of an antibiotic regimen is, for the most part, dependent on the
method in which the drugs are used. Unbuffered Penicillin G tablets are not very
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stable in the presence of stomach acid and should therefore be administered on an
empty stomach in order to effect an appreciable absorption of the drug. Simi-
larly, the absorption of the antibiotic tetracycline is markedly retarded by the
simultaneous administration of milk, antacids and other divalent compounds.
Conversely, certain drugs (e.g., phenylbutazone, salicylates, etc.) should be
administered with food in order to obviate any drug-induced gastric distress.
Here again, the intrinsic value of the pharmacist’s service augments the physi-
cian’s prescribed course of medication.

Coupled with the increased complexity of pharmacodynamic activity of our
modern medicinal agents is the equally diverse physical behaviour exhibited by
many compounds. In fact, a recent 81-page document compiled by the Arm-
strong Cork Company reveals that 565 drug monographs listed in the Phar-
macopoeia of the United States XVI, National Formulary XI, and the American
Drug Index 1964, require storage in light-resistant containers. When we consider
that these drugs, (i.e., sulphas, phenothiazine, tranquilizers, barbiturates, vita-
mins, etc.), are components of literally thousands of specialty preparations, the
need to protect many prescriptions against photo-chemical reaction in the proper
container should govern the extent of dispensing of materials “from one bottle
into (any) other”. Many drugs are also affected by such factors as temperature,
moisture, and, indeed, it is mandatory that life-saving drugs such as nitroglycer-
in be dispensed only in amber, tightly sealed, glass containers, with a screw cap
closure and liner and with extensive information relative to the use of this drug
being supplied by the pharmacist.

There has been no attempt made to discuss the outstanding pharmaceutical
services provided by many Canadian community and hospital pharmacists who,
after consultation with their medical colleagues, have developed special ophthal-
mic and dermatalogical preparations which are not otherwise commercially
available to meet exactly the specifications desired by the physician. Experience
leads us to indicate that the “limited service” pharmacist whose interests appear
to pertain solely to ‘high volume-low price’ endeavours invariably will not
process orders for compounded medication or accept those prescriptions requir-
ing extemporaneous compounding or involving unusual paper work.

It is readily apparent that comprehensive pharmaceutical service and prac-
tice go far beyond the mechanics of counting and pouring” medicinals. The
pharmacist’s extensive training, his sense of personal obligation to keep pace
with progress in pharmaceutical science, his professional knowledge and skill,
and his sense of public responsibility, all contribute to providing the peace.of
mind which must be expected in obtaining pharmaceutical services. This service
does not really cost, it pays.
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ANNEX “B“
to C.Ph.A. Brief

CANADA’S ONLY COMPREHENSIVE REFERENCE
COMPENDIUM OF PHARMACEUTICALS AND SPECIALTIES

THIRD EDITION (1967)
of the Canadian Phar
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utical Association

NOW BEING READIED FOR FREE DISTRIBUTION
TO RETAIL PHARMACIES, PHYSICIANS, HOSPITALS

Under special distribution arrangements with Provincial and National Associations and through the courtesey
of those ‘participating companies' who have listed their choice of products in C.P.S. Il Therapeutic Section
(The Pink Pages) under a participation program openly available to all manufacturers /distributors of prescription
drug preparations in Canada, one free copy will be mailed to each retail pharmacy, physician and hospital.
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Completely rewritten under the editorial guidance of Dean F. N. Hughes of the Faculty of Pharmacy, University
of Toronto, C.P.S. lll monographs, in greatly expanded format, factually describe the character and the apeutic
application of all Canadian brands and non-proprietaries in convenient, alphabetical sequence coupled with
new cross-indices and reference pages of information tial to busy bers of the health professions.

Copies may be purchased. (Special prices courtesy of Participating Manufacturers and C.Ph.A. subsidization).

Production quantities must be closely scheduled. The Canadian Pharmaceutical Association can only guarantee

delivery of orders received NOW in the pre-publication period.

at par Toronto.
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(Canada)
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(1) $5.00 per copy to Pharmacists; Physicians; Dentists; Hospitals; Participating Companies

—10 copies or more, less 107, f.0.b. Toronto

(2) $4.00 per copy to C.Ph.A. Members (personal copies only); Students in Pharmacy,
Medicine and Dentistry

To: C.P.S. III,
C.Ph.A. Publishing Department,
175 College Street,
Toronto 2B, Ontario.

From:

1/We qualify for special price, as offered,
as one who 18 a (state personal classification)
Please supply copies CP.S. Il at §

25518—5
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ANNEX “C”

COMPENDIUM OF PHARMACEUTICALS AND SPECIALTIES
Third Edition

—a reprint of an example page—

AERO

ADROYD Rx P.D. & Co.

Oxymetholone
TABLETS: 2.5 ond 5 mg.
Indicati As an b ". agent esp

post infectiovs, and ph
Administration: Orally, before or with meals for 7-21 days,
up to @ maximum of 90 days. Adults—5-10 mg. daily or
as high as 30 mg. if indicated. For pediatric short-term
anabolic stimulation: infants and children up to 6 years,
1.25-5 mg. daily; older children, 5-10 mg. As a stimulus in
refractory underweight or malnutritional states, therapy may
be continved for periods up to 90 days with suggested daily
dosage for children up to the age of 6;00'1 of 1.25-2.5 mg.;
for children from 6 years to puberty, 2.5-5 mg., for adoles-
cents, 5-10 mg.

Contraindications: Should not be used to stimulate growth in
short, but otherwise normal and hocl!hy, leﬂdr.n. Pro‘mmc

Anabolic Steroid
ially in post surgical,

Administration: Adults, 3 or 4 drops or sprays in each nostril
4 or 5 times a day, or as required.

Children 1-3 drops or sprays.

Supplied: Nasal ion: § fl. oz. with dropper.

Nasal Sproy: § fl. oz. plastic spray bottle.

AEROHALOR Abbott
Powder Inhaler Inhalation Therapy
INHALER: A plastic powder inhaler to hold the Abbott Sifter
Cartridges. For use with Norisodrine Sulfate for Oral In-
halation and Penicillin G P ium for inhalati Compl
directions are included.

Precautions: The device is designed for use by a single patient
only; any attempt at sterilization followed by re-use by

ther patient is not ded
Supplied: Individval boxes, pl: with thpi and

carcinoma and other drog P

Pregnant women or those of childbearing age.

Side Actions: Nausea, edema ond fluid retention may occur.
Mild androgenic effects may be noted in children. Sus-
ceptible females may develop signs of virilization, increased
libido, acne, hirsutism and alteration of menstrual cycles.
Altered hepatic function may occur in large doses.

P Ui Use with in presence of cardiac disease,
nephritis, nephrosis and hepatic d 9 bserve for
possible masculinization, altered liver function and alteration
of epiphyseal development.

Supplied: 2.5 mg., 50; 5 mg., 30.

AEA. Pharmavite
Dextromethorphan Compound Antitussi

nasal attachment.

AEROLONE COMPOUND Lilly
Cyclopentamine-lsoprenaline Compound
Bronchodilator

INHALANT: Each 100 cc. contains: Cyclopentamine HCI 0.5
Gm,, aline HCl 0.25 Gm,, in a vehicle of Propylene
Gmool and Distilled Water.

I i Treatment of asth status  asthmati and

emphysema.
Administration: A special nebulizer is required, one capable
of producing mist of particles of 1 micron or less in diometer.

SYRUP: Each 5 cc. contains: Dextromethorphan HBr 5 mg.,
Methapyrilene Fumarate 5 mg., Ammonivm ide 100 mg.,
Sodium Citrate 45 mg., in a patatable syrup base.
Indications: Cough control.

Side Acti N , d and dizzi may occur.
P i Ambul. pati operating heavy machinery
or driving automobiles should be cautioned as to the possibility
of drowsiness occurring.

Supplied: 4 and 8 fl. oz.

AEROBILINE Lippens
Dehydrocholic Acid Compound
Laxative—Choleretic

CAPSULES: Each | ins: B yline 60 mg.,
Dehydrocholic Acid 100 nz Benzyl Succinate 60 mg., Pepsin
65 mg., Sodium Citrate 0 mg. ond Powdered Extract of
Rhubarb 20 mg.

Woun I.olloil of gas, to stimulate the flow of bile and

Administration: 1 capsule with tepid water, 20 minutes after
meals and ot bedtime,

ions: Biliary tract obstruction and acute hepatitis.
Precautions: More than 4 capsules daily increases laxative

action.

Supplied: 60 and 500.

AERODRIN B. W. & Co. Nasal Decongestant
SOLUTION, SPRAY: Antibiotic nasal decongestant, pH 5.5,

m'ghh! each cc.: Polymyxin B Sulfate 5M units, Neomycin

Sulfate mg. (equivalent to 3.5 mg. Neomycin base
Mo’hoxonlno%!é 5 mg. h
Indicati ::r“ i ond/o‘:’ fection of mo‘,‘:‘mo-
pharynx or ses, 0.9, e rhinitis, chronic rhinitis, sitis,
allergic rhinitis,

Place a small amount (1-2 cc. in the nebulizer). Aim the
mouthpiece through the mouth at the x. Inhale deeply
and squeeze hand bulb, Usually, 6-12 inhalations will bring
adequate relief. Mild cases may require only 1 inhalation
per day; severe cases possibly every 15 minutes. PG

P i Use with in pr of hyperthy n,
acute y di , cardioc asth ..”.:h cardiac
reserve or hypersensitivity to sympathomimetic amines.
Supplied: 1 fi. oz,

AEROSPORIN B. W. & Co.
Polymyxin B Sulfate

Antibiotic
D TN I et e 04
units in 1 cc) in i pylene

Sl!kl!s PO'zD!' lms\'lm mtcbbu S500M units equivalent
to 50 mg. Polymyxin a

TAII.U? Rx: Scored, containing SOOM units equivalent to
50 mg. Polymyxin Sve:dur::. 1} :

Otic ‘Solution: for sar infectior pecilly when due 1o Pi
oeruginosa; Powder: systemic infections to Ps.

and some 'm« qr::my-nooom. organisms; Tablets: bacillary
dysentery, especiolly chronic due to and other
gram-negative bacteria; pre-operative sterilization of in-
testinal tract (with other ontibiotics).

Administration: Otic Solution: By instillation or by

... Modern drugs merit modern precautionary
usage. Report suspected adverse drug reactions
to the Food and Drug Directorate.
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Canadian retail pharmacy in 1965

CPhA SURVEY
INDICATING CANADA'S rising prosperity the average
sales of the 595 in the 1965 Survey

ies reporting
increased from $131,039 in 1964 10 $138,471, an increase
432 or 5.6%. Prescription receipts increased $3,210
8% accounting for 43.2% of the total increase in

mply multiplying these figures by 5,033, the number
kiptyiay ] the pumbs

|8
E-g
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in ing to pr regis-
get the projection of Total Sales in Canada in
$696,924,543 with $200,017,343 of this coming

i

Arerag tocrome Qungein chasge e Location of Reporting Pharmacies
Ci i 5 ¢ 31.5% ¢
Downtown 7% (
Alberta $ 1,0290r 09% —$ 556 —$ 773 "
British Columbia $19,179 or 102%  +$2,706 52,141  Shopping Plazas : 118
Manitoba $72870r 8.5% +3 164 +3 646 yiedical Buildings o LUy
New Brunswick $14,2100r 10.5% +-$2,320 “":"‘ m‘“"‘ hence classed ot downtown. 78 .
Nova Scotia  § 3,5480r 2.4% +8$1,669 +51,374 € in lowns “““"“W d-"ul-""-
i $10335or 7.4% +$ 786 31,266 'OWN- Approximately indicate their locations.
Saskatchewan  $12,6070r 11.9% +$1.069 +$2,100
Canada S12,5630r 9.0% +81,071 +81,621

E
Fas

dispensing of 60,246,187 pr

The 5,261,924 prescriptions in our sample were dis-
pensed at an average price of $3.32, just ome cent above
the 1964 figure. Per capita i on prescriptions
was $10.22 ($8.88 in 1964) with a per capita usage rate
of 3.07 prescriptions (2.68 in 1964).

161 ldentical Pharmacies for 10 Years
These 161 pharmacies reported both in 1956 and 1965,
Average sales over the ten year period increased 70.9%;
net profit increased 107.8% total income increased 72.7%
and prescription receipts increased 92.3%, Again, growth
has not been even across Canada as shown by the
following:
Increase in Sales 1956 - 1965

Alberta 33.7%
British Columbia 88.5%
Manitoba 73.8%
New Brunswick 30.8%
Nova Scotia 105.8%
Ontario 37.6%
Saskatchewan 61.9%

In this ten year period gross margin increased 2.5% of
sales from 32.1% to 3 expenses increased 1.4% from
27.6% to 29.0% and net profit increased 1.1% from
4.5% 10 5.6%. It requires 75% more assets today to oper-
ate one of these pharmacies than it did ten years ago:

8 Average Costs and Profits of Manitoba
Pharmacies

9 Average Costs and Profits of Nova Scotia
Pharmacies

10 Average Costs and Profits of Ontario Pharmacies

11 Average Costs and Profits of Quebec Pharmacies

12 Average Costs and Profits of Saskatchewan

Pharmacies B
ucmudrmau’zu-c.upu-
0

Trend Indicator
Fifty percent of the reporting ph also reported
in 1964, Comparing these, find an aver-

1956 1965 28 on of §
Average $16793  $31,084 Reporting
Average Accounts Receivable 2440 4022 30 Pharmaceutical Survey of 595 Canadian
Average Value of Fixtures 4,785 8,195
Less Average Accounts Payable 3.923 7.965 31 Net Profits earned by 595 Pharmacies—
520,005  $35,336 32 Distribution of Profts and Losses by Sales

However, considering these figures to be approximately
the total assets, net profit as a percentage of assets increased
from 18.27% in 1956 to 21.60 in 1965 and the return to
each dollar invested in inventory increased from 22¢ to 25¢,

33 Average Costs, Mar, and Profits of all
Pharmacies—1 d.!‘nmry

15
34 Average Size of and Average
toF
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* 476 pharmacies

AVERAGE COSTS AND PROFITS OF 595 PHARMACIES IN CANADA

{

S i SR =i —
Sales

Cost of Goods Sold

1964*

$131,039 - 100.0%
86,224 - 65.8%

Gross Margin . 44,815 34.2%

EXPENSES

Proprietor's or Manager's Solary $ 10614- B8.1%

Enployess’ Wages / 13,890 - 10.6%

Rent 3,800 - 2.9%

Advertising [ us;3. Lw

Delivery J 1,048 - 0.8%

Depreciation on Fixtures ond Equipment 1,573 - L2%

Heat, Light, Power ' 7. 0.7%

Toxes | 524 - 0.4%

Insurance 524 - 0.4%

Interest 524 - 0.4%

Repairs . | 524.- 0.4%

Telephone 393- 0.3%

Bod Debts | 131 0.1%

Miscelloneous __24% - 1.9%

Total Expenses $ 38,525 - 29.4%

NET PROFIT (before toxes) $ 6,290- 48%

Add: Other Income $ 863
Proprietor's Salary $ 10,614 2

TOTAL INCOME $ 17,767 ($16,288)

Value of Merchandise Stock $ 25,642

Annual Rate of Tumover 3.4

Averoge Value of Fixtures $ 9213

Average Accounts Receivable $ 3112

Average Accounts Payable $ 7,093

Averoge Price per Prescription $ 331

Averoge Price of a New Prescription $ 3.47

Averoge Price of o Repeat Prescription $ .29

Averoge Number of Prescriptions ! 10,962

Average Receipts from Prescriptions $ 36,375

Ratio 3f Prescription Receipts to Totol Receipts 27.4%

Cost of Dispensing a Prescription $ .26

Number of Hours per week Pharmacy wos open 67

Number of Hours per week worked by Proprietor 49

{
I

Table No. 1

1965

$138,471 - 100.0%
90,560 - 65.4%

47,911 - 34.6%
$ 10,801- 7.8%
14,678 - 10.6%
3,739 - 2.7%
1,662- 1.2%
1,108 - 0.8%
1,523-  1L1%
969 - 0.7%
554 - 0.4%
554 . 0.4%
554 - 0.4%
554 - 0.4%
415-  0.3%
277-  0.2%

2,769 - 2.0%

$ 40,157 - 29.0%

$ 7,754- 5.6%
$ 807
$ 10,801

$ 19,362(817,199)
$ 26,162
3.5
$ 7,573
$ 3,568
$ 7,705
$ 332
3.27
3.35
11,904
$ 39,585
28.7%
s 132
67
a8

$
$

L

THE RESULTS OF THE 24TH
C. PH. A. PHARMACY SURVEY
(with figures of former surveys for comparison)

Total Pharmacy Sales for 1965 - $696,924,543

NUMBER OF PRESCRIPTIONS

60,246,187

,54
42,840,810
43,916,605
40,445,

VALUE OF PRESCRIPTIONS

$200,017,343
170,914,399
156,627,512
141,031,428
133,578,157
131,092,880
130,187,483
112,438,004
103,230,236
87,404,881

AVERAGE COST OF A PRESCRIPTION
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EXPENSES

NET PROFIT

TOTAL INCOME

AVERAGE COSTS AND PROFITS OF

ALBERTA
73 Pharmacies

BRITISH
COLUMBIA
109 Phormacies

1,748
11,695
,777($18,048)
3,192
37
/996
4,191
100
18

13,782

595 PHARMACIES IN CANADA BY PROVINCES

MANITOBA
38 Phaormacies

$101,03
66

324
808
909
1,415 1,297

707 07 720
505 ,009
505 B6S
606 432
404 576

202 4 432 .

288
,738
,649

,959 -

594
,815

($14,637) 36R ($22,551)

,060

3.4
10,085
4,546
10,011
3.62
19,038

$ 68,964

459
1.40
71

51

NEW BRUNSWICK
28 Phormacies

NEWFOUNDLAND

3 Pharmacies

$150,080

97,

600
150
150
300

450

,251
5,770

, 758 -

40
9,755
552
411

55
,000
3,061
0,000
3.09
9,471

$ 29,318

NOVA SCOTIA
45 Phammaocies

4,545
3,673
1,028

881

1,469

881
735
735
588
294
294
441
555
109
,228 -
943
9,990
19,161($18,138)
25,070
39
7,451
4,381
1,119
3.00
13,525

$ 40,602

Table No. 2

ONTARIO

191 Phamacies

404
539
404
404
404
135
2,561
7,890
277 -
475
,050
,802(517,300)

SADI¥d ANV SLSOD Dnya

Z "unp

L96T °E




Jan. 23,1967 DRUG COSTS AND PRICES 1953

T
§l owow ~O® ~O ~o BNCOOOOR0000QCVNDYCONDYONYORONTORD &
~™ ES 36%WMMII&%NSBN“S7 RS R8 RS o28R 20238203 SIRBIFISINSE ©
g 55|00 8880 - - A NANMMIMMTTI T T NNNNOE SO ONRRRAR RO OEB D000~ ~NNOY &
] TR A S B . O O B B O B B B O . B O O O O O O o ow o o o s o 0 poi
< " C l AR NN UNNARANRARRRRRNNNRRBVNA N BAVANRARARR AR BANRANRAANRA RS
° X E z
o o 97 I e R 2
] - v °
2
- - | T
=3 coococoocooo0 o P00 000000 22882238382838388888 ¢
|28882888888883888888288888 OOMOOMMOOM -3 -3-3-1 -3-33
" PﬁﬁﬁﬁmﬁﬁﬁﬁﬁoWOﬁOOMOOOOOWOMMMﬁOﬁﬁﬁ,ﬁo@ﬁﬁmmﬁmﬁ.,ﬁﬁﬁ,ﬁﬁmﬁ m
| B O NN N B OO~ NN YN ON DO~ (NI TN ON DO O~ o NON®DO D~ TOON®o - 4
W | | e R si s nne e 8I8 8B oRE NORRRRESERIL2RSREERIFE Wm Y
e W Rt at Rt et e L
= |J : z
1 -
°© |3 § a
o RO NN RO N O RO NN OO TDNOO YD N OO O DN N IOIN~OMOO NN DR~ IR ONTORON
Fma,6913570369H6W258W46W|NWMI368!47036”2579!46“13 @~ -~ 7WW
o |Olf 2| TS 9 oRRRE®0®8 0050 e NnHMANTYTLNRNNORE BRI RaRLO
= %mm NSNS IS I I IS N A S N A N S N 60 60 60 €0 60 90 60 60 60 GO G0 0 €0 60 €0 60 00 €0 00 60 G0 0 W W W W W W W W W WP ® ,
= Hmm Bannan “ee VAR ABAAAAAAAARAARARANANANAANAANN X
=] K 2
1
B [ '] Of o on @ eiale e B €06 s v ¢ 0008800000080 000000000 e tenst e ' 0 &
w m &
o o a
= (5 ;|888888888888888888352388888888855885885885888838888883¢
&£ || £|5255885855538585588 33888858883 3 SE55858 5
| O OO B O N N NOR B O ~NM YN ONBOO ~NE N O BOO ~(Nm TN ONBOEC ~Nmenon &
o |# 4|88 S5883885882 30 enEY R L T e e e b
= W Bt it “wae $$$$$$$$5$$$$$$35$$$$5!$$$35$$$3m
o (=)
o 5/ecccccccocomesNC RN Ne NP T NN BO SO MO MO MO MO NENOO YPNOO N S Z
-5 8 e e R e S L L L T - DR L FIFS SIS Pttt atep £ R 3
4 —————et MOMMTTCNNN0 GO oNNND ®oo ———— ey -
8 |ojg3|S833S~==== NSRNA SG35R 2825385535~ T~RAanANITT
= ms VOO OO OO OO OO OO OO OO O OO OO O OO OO OO T OO OO O OO OO NN NN NN ¥
< mm,385$$$$!$$353335S’!S$$S$$i$$$$$$$$$$$‘$$$$$$SSS$$$S$$Sm
= z 21 H
X E| £
x | IR e R S B AR O R R B
w
< vl
[=3-3- =3 =3-3-3 =3-3-1 =3-3-3-3-1 =3-3-3 = 3-3-3-3-31 =3-3-3-4"4 m
e §8888388888288885838388858828883838 g5g8838888388828
p .| 2888838888888338882385888382288328883838833388388888s28 ¢
P O NN E NN B O~ NN YN ONBOO~ NI T NONBOC—NMENON DO O~ o4 Cr@O O = Nm =
HEAAARR A R L IP I h i P e et 38 e SRR RN NN RSS2 IBITERRER
| | AR rrr AN R RN RrR BB RRARRAN NG ARR AN ARBNANANARANNABBUANBUG <
| o
| -
— 1
2 z &
P < . ®
- z © '
s w o ©
O G & »
= B 3
~ . ~
" x 1
° 2~ -
x <= »
o
-]
o
-

QUEBEC

14 Pharmocies
$ 17,617($16,735)

PRINCE EDWARD
ISLAND
7 Pharmacies

$ 21,591($20,737)
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Table No. 5 (Cont’'d)

161 IDENTICAL PHARMACIES REPORTING FOR TEN YEARS

NEW BRUNSWICK NOVA SCOTIA ONTARIO SASKATCHEWAN
5 Pharmacies 16 Pharmacies 39 Pharmacies 18 Pharmacies
1965 1956 1965 1956 1965 1956 1965 l 1956
Soles $165,691 - 100.0%($126,670 - 100.0%($151,096 - 100.0%|$ 73,393 - 100.0%{/$165,159 - 100.0%($120,022 - 100.0%{$113,235 - IO0.0S‘S 69,941 - 100.0%
Cost of Goods Sold 106,374 - 64.2%| 77,649 - 61.3%| 103,954 - 68.8%| 52,770 71. 106,528 - 64.5%| 83,175 69. 71,791 - 63.4%| 46,930 - 67.1%
Gross Margin 59,317 - 35.8%| 49,021- 38. 47,142 31.2%| 20,623 28.1 58,631 - 35.5%| 36,847 - 30. 41,444 - 36.6%| 23,011 - 32.9%
EXPENSES
Proprietor's or Manager's Salary |$ 11,598 - 7.0%|$ 10,133 - 8.0%[$ 9,972- 6.6%($ 6,459 - 8.8%$ 11,892  7.2%[$ 8,042- 6.7%|$ 10,078 - B8.9%($ 7,414 10.6%
Employees’ Woges 19,220 - 11.6%| 16,087 - 12 13,901 - 9.2%| 5137- 7.0 22,131 . 13.4%| 12,242- 10. 11,550 - 10.2%| 4,826- 6.9%
Rent 3,645- 22% 2913. 2 4,382- 2.9%| 1982- 2 4,459 - 2.7%| 2,281- 1. 3,284- 2.9% 1,608 - 2.3%
Advertising 1,657 - 1.0%| 1,267- 1 1,058 - 0.7% 440 - 0.6 2,147 - 1.3% 1,440 - 1. 1,019 - 0.9% 420 - 0.6%
Delivery 994 - 0.6% 760 - 0.6 1,662- 1.1% 440 - 0.8 1,652- 1.0%| 1080- 0.9 453 - 0.4% 210 - 0.3%
Depreciation on Fixtures and 1,326 - 0.8%| 2,153- L 907 -  0.6% 514- 0.7 1,652- 1.0%| 1,080 - 0.9 1,472 - L3% 699 - 1.0%
Equipment
Heat, Light, Power 1,326 - 0.8%| 1647- 1L 907 - 0.6% 587 - 0.8 991- 0.6% 720 - 0.6 906 - 0.8% 629 - 0.9%
Toxes 1,160 - 0.7% 887 - 0. 604 - 0.4% 24- 0. 661- 0.4% 360- 0. 679 - 0.6% 350 - 0.5%
Insurance 1,326 - 0.8% 887 - 0. 604 - 0.4% 24- 0. 661-  0.4% 480 - 0.4 679 - 0.6% 280 - 0.4%
Interest 663 - 0.4% 127- 0.0 756 - 0.5% 440 - 0.6 495 - 0.3% 120- 0.0 340 - 0.3% 210-  0.3%
Repoir 828 - 0.5% 760 - 0.6 151 0.1% 73- 0.1 495- 0.3% 360 - 0. 453 - 0.4% 280 - 0.4%
Telephone 331- 0.2% 380- 0. 302- 0.2% 24- 0. 330 - 0.2% 240 - 0. 340 - 0.3% 140 - 0.2%
Bad Debts 663- 0.4% 127 0. 302- 0.2% 73- 0.0 330 - 0.2% 240- 0. N3- 0.1% 70- 0.1%
Miscellaneous 3,148-  1.9%| 3040- 2 8,008- 53% 3,156- 4 2,973-° 18%| 1921- 1.8 2,038 - 1.8% 1,049 - 1.5%
Total Expenses § 47,885 - 28.8%|$ 41,168 - 32. 43,516 - 28.8%|$ 20,183 - 27.5 50,869 - 30.8%|$ 30,606 - 25. 33,404 - 29.5%|$ 18,185 - 26.0%
NET PROFIT $ 11,432 6.9%|s 7,853- 6. 3,626 - 24% 440 - 0.6 7,762- AT%|$ 6,241- 5. 8,040- 7.1%|S 4,826 6.9%
Add: Other Income $ 602- s 382 1,418 449 270 276 s 720 $ 116
Proprietor's Salary $ 11,598 $ 10,133 9,972 6,459 11,892 8,042 10,078 7,414
TOTAL INCOME $ 23,632($23,795)|$ 18,368($14,0 15,016($15,421) [$  7,348(3 7,168)$ 19,924(31 14,559($14,770; 18,838($18, 166) [$ 12,356($12,530)
Value of Merchondise Stock $ 32,328 20,639 24,648 11,446 32,603 19,948 23,683 13,249
Annual Rate of Turnover 33 4.0 4 4.7 3.6 4.0 3.2 3.5
Average Valve of Fixtures $ 14,075 10,470 6,708 2,751 9,680 5,468 7,348 $ 4,900
Average Accounts Receivable |$ 4,752 $ 2,992 3,910 1,022 6,124 4,600 2,265 1,161
Average Accounts Payable $ 12,200 7.951 9,824 3,594 10,117 6,487 4,804 3,614
Average Price per Rx $ 349 223 3.7 227 3.67 2.62 .2 B .33
Average Number of Rx 14,385 12,340 11,645 6,331 9,967 9,558 13,516 6,426
Averoge Receipts from Rx 50,240 27,552 38,158 14,373 36,634 25,046 43,543 $ 1501
Ratio of Rx Receipts to
Totel Receipts 30.3% 21.7% 24.2% 21.4% 27.5% 22.4% 39.6% 23.6%
Cost of Dispensing o Rx s W 133 1.51 127
Number of hours per week
Pharmacy wos open 69 n 65 61
Number of hours per week
Worked by proprietor 46 4 4% 52
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Table No. 6 =
: B
~
a AVERAGE COSTS AND PROFITS OF ALBERTA PHARMACIES IN 1965
2 Sales Sales Sales Sales Soles Sales Sales Sales
s BELOW $40,000 1o $60,000 to $80,000 o $100,000 to $125,000 1o $150,000 1o OVER
5 $40,000 $60,000 $80,000 $100,000 $125,000 $150,000 $200,000 $200,000
= 2Ph 11 Ph i 18 Ph i Ph i 16 Phormacies | 7 Ph i 10 Ph i 2 Ph i
=
% | Soles $ 36,506 - 100.0%|$ 48,858 - 100.0%|$ 70,656 - IW.“P 92,129 - 100.0%|$111,474 - 100.0%($131,517 - 100.0%($162,961 - 100.0%|$264,809 - 100.0%
z Cost of Goods Sold 22816 - 62.5% | 32,833 - 67. 46,280 - 65.5%| 56,199 - 61.0%| 75,579 - 67.8%| 88,642- 67.4%| 102,991 - 63.2%| 171,861 - 64.9%
E Gross Margin 13,690 - 37.5%| 16,025- 32.8%| 24,376 - 34.5%| 35,930 - 39.0%| 35,895- 32.2%| 42,875 32.6%| 59,970 - 36.8%| 92,948 - 35.1%
EXPENSES
i Propristor’s or Manager’s Solary ($ 4,782 - 13.1%|$ 5,326 - 10.9%($ 7,419 - 10.5%|$ 8,476 - 5.9%($ 9,600 - 7.3%($ 9,778 - 6.0%|$ 19,331- 7.3%
Z | Employses’ Wages 3,906 - 10.7% 2,199- 4.5 6,006 - 8.5% 8,199 - 9.2%| 15,124 - 11.5%| 19,555- 12.0%| 14,564 - 5.5%
5 | Rent 3,541- 9. 1,075 - 2. 2,049 - 2.9% 3,132- 2.7%| 3,682- 2.8% 5052- 3.1% 6,885- 2.6% o
S | Advertising 767 - 2. 586- 1. 989 - 1.4%| 1,106 - 1.0% 1,184- 0.9% 1,792- 1L.I1%| 3,178- 1.2% =
Z | Delivery 3- 0.1 195- 0. 353-  0.5% 553 - 0.5% 526 - 0.4% 815- 0.5% 2,383- 0.9% =
F Depreciation on Fixtures ond 219- 0. 733- 15§ 777 - L% 1,474 - 1.5% 1,578- 1L2%| 1,629- 1.0% 1,324- 0.5% a
z Equipment
Heat, Light, Power 292- 0. 538- 1.1 494- 0.7% 737 - 0.8%| 892- 0.8%) 921 -  0.7%| 978 - 0.6% 1,589 - 0.6% Q
é Toxes 365- 1.0% 293- 0.6 283 - 0.4% 276 - 0.3% 334 - 0.3%] 658 -  0.5% 326 - 0.2%| 1,059- 0.4% o
z Insurance 511-  1L4% 342- 0. 353-  0.5% 369 - 0.4% 446 - 0.4% 526 - 0.4% 489 -  0.3% 25- 0.1% 2]
= | Interest 548 -  1.5% 244 - 0.5% 424 - 0.6% 369 - 0.4% 780 - 0.7% 658 - 0.5% 163- 0.1% 265- 0.1% ;’]
= | Repair 37- 0.1% 342- 0. 283 - 0.4% 184 - 0.2% 446 - 0.4% 395- 0.3% 489 - 0.3% 794 - 0.3%
£ Telephone 146 - 0.4% 195 - 0.4%) 283- 0.4% 276 - 0.3% 334- 0.3% 263- 0.2% 489 -  0.3% 25- 0.1% S
Bod Debts 98- 0. 141- 0.2% 92- 0.1% 223- 0.2% 263- 0.2% 326 - 0.2% 530 - 0.2% 2
Miscelloneous 949 - 2.6% 1,075- 2. 1,201- 1.7% 2488- 2.7%| 1,672- 1.5%| 1973- 1.5%| 3,585- 2.2%| 7,680 - 2.9% o
Total Expenses $ 16,099 - 44.1%|$ 13,241 - 27.1%|$ 21,055 - 29.8%|s 27,731 - 30.1%|$ 28,315 - 25.4%|$ 37,351 - 28.4%|$ 45,466 - 27.9%|$ 60,112 - 22.7% o
NET PROFIT $ 2,409 - 6.6% 4.7%S 8,199 - $ 14,504 - B8.9%$ 32,836 - 124% =
Add: Other Income 722 - s 140 $ 2,093 a
Proprietor’s Salary $ 8,476 $ 19,331 =
TOTAL INCOME 24,929)|$ 54, 925) 7}
Value of Merchandise Stock $ 34,169
Annual Rate of Tumover 5.1
Average Value of Fixtures $ 4,922
Average Accounts Receivable $ 9,002
Average Accounts Payable $ 9,269
Average Price per Rx $ 372
Average Number of Rx 16,748
Average Receipts from Rx $ 62,331
Ratio of Rx Receipts to
Total Receipts 23.5%
Cost of Dispensing o Rx $ L3 :
Number of hours per week s
Pharmacy was open 74 I
Number of hours per week g
Worked by proprietor 54 ~
&
~
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Table No. 7
AVERAGE COSTS AND PROFITS OF BRITISH COLUMBIA PHARMACIES IN 1965
Soles Sales Sales Sales Sales Sales Sales
$40,000 to $60,000 to $80,000 1o $100,000 to $125,000 to $150,000 1o OVER
,000 $80,000 $100,000 125,000 $150,000 $200, §
4 Phormacies 7 Phamacies Ph 5 Ph i 10 Phomacies 29 Phormocies 48 Pharmacies
e § 56,335 - 100.0% | § 71,144 - 100.0% | $ 95,739 - 100.0% | $110,926 - 100.0% | $135,565 - 100.0% | $190,524 - 100.0% |$242,322 - 100.0%
et Raiteld 35547 - 63.1% | 44,252 62.2% | 61,081 63.8% | 74,875- 67.5% | 90,557 . 66.8% 129,366 - 67.9% | 163,567 - 67.5%
Seats g 20,788 - 36.9% | 26,892 37.8% | 34,658 36.2% | 36,051 32.5% | 45,008 - 33.2% | 61,158 - 32.1% | 78,755- 32.5%
:::'(‘:s:s. rianiiger’s Selery $ 6253- 1.1%|$ 5692- B8.0%|$ 7,851. 8.2%($ 8,209. 7.4%|§ 9,625 7.1% | $ 10,479 - 5.5% [$ 10,904 - 4.5%
Employess’ Woges 5,971- 10.6% 7,612- 10.7% 9.287- 9.7%| 12,535 1.3% | 13,150- 9.7% [ 21,910. 11.5% | 32713- 13.5%
i 1,577 - 2.8% 1,992 2.8% 3,064 3.2% 2,440 - 2.2% 4,338 - 3.2% 5,525 - 2.9% 7,270 - 3.0%
Advertising 338 - 0.6% 925- 1.3% 1,628~ 17% 1,220 11% 1,898 - 1.4% 3,048 1.6% 4,362- 1.8%
Detiney 789 - 14% 356 - 0.5% 1,053 LI% 555. 0.5%: 949 - 0.7% 1,524 - 0.8% 1,939 - 0.8%
D e 1127 - 2.0% 906 Lax| 1083- uix| taa2. 13m| 1762 LIN| 1S Lo% | Less- 07%
Heat, Light, Power 507- 0.9% 98- 0.7% 670- 0.7% 1,220- 1% 1,085 0.8% 1,524 - 0.8% 1,939 - 0.8%
Fenst 282- 0.5% 285-  0.4% 383-  0.4% 222- 0.2% 407 - 0.3% 381-  0.2% 485- 0.2%
Insurance 282. 0.5% 213-  0.3% 383-  0.4% 666 - 0.6% 542.  0.4% 381-  0.2% 485-  0.2%
Pttt N3- 0.2% 640- 0.9% 287- 0.3% 1,996 -  1.8% 813- 0.6% 953. 0.5% 1,212-  0.5%
Repeie n3- 0.2% 142 0.2% 287- 0.3% 222- 0.2% 542 0.4% 953-  0.5% 969 - 0.4%
g Felopharne 507- 0.9% 356 - 0.5% 191- 0.2% 444 - 0.4% 678 - 0.5% 381-  0.2% 727 - 0.3%
o | "BedDebrs 56- 0.1% 569 - 0.8% 287- 0.3% 222- 0.2% 136~ 0.1% 191 0.1% 242- 0.1%
% | Miscelloneous 1,183.  21% 2,846 - 4.0% 394. 2.5% | 2329- 21% |  3,660- 27% 4,763 - 2.5% 5,573-  2.3%
E | Toral Expenses $ 19,008 33.0% | §$ 23,122 32.5% | § 28,818 30.1% | § 33,722 30.4% | § 39,585- 29.2% | $ 53,918 28.3% [$ 70,516 - 29.1%
3 | NETPROFIT $ 1.690- 3.0% |$ 3,770- S.3% (§ 5840- 61% S 2329- 21%|$ 5423- 40% 3 7,240- 3.8% |$ 8,239 3.4%
3 | Add: Other Income s 763 s M2 s 3% $ 10 $ 1,532 $ 2,020 $ 2,247
Propristor's Salary $ 6,253 $ 5,692 $ 7,851 $ 8,209 $ 9,625 $ 10,479 $ 10,904
E TOTAL INCOME $_8,706(S 8,666)| $_9,574($ 9,487) | $ 14,017($14,140) | § 11,258(11,424) $ 16,580($16,270) | $ 19,739 ($19,473) | $ 21,390($21,148)
Value of Merchandise Stock $ 12,334 $ 19,905 $ 14,755 $ 26,012 $ 26,072 $ 34,051 $ 41,205
Annuel Rate of Turmover 35 2.3 4.2 3.0 3.6 3.8 4.0
Averoge Value of Fixtures $ 4,082 $ 4,784 $ 1,995 $ 3,841 $ 10,392 $ 8,381 $ 12,633
2 | Average Accounts Receivable $ 2835 $ 5538 $ 1,96 $ 2,233 $ 3,414 $ 3,176 $ 5,205
Average Accounts Payable $ 2,131 $ 9,640 $ 2,92 $ 7,409 $ 6,569 $ 7,799 $ 11,374
§ 1. s Rionow R2 s 339 s 333 s 3.06 s 330 s 3.40 s 299 s 224
-] Average Number of Rx 7,492 9,408 10,514 8,305 8,017 14,218 15,933
Z Averoge Receipts from Rx $ 25,400 $ 31,335 $ 32,204 $ 27,461 $ 7,422 $ 42,569 $ 51,658
Ratio of Rx Receipts to
Total Receipts 45.0% 45.0% 33.9% 24.7% 2.1% 21.9% 20.5%
Cost of Dispensing @ Rx s 13 $ 135 $ L4 $ L% $ 133 $ 13 $ 1.3
Number of hours per week
z Pharmacy was open 56 57 74 72 65 76 76
- Number of hours per week
H Worked by proprietor 4% 4 4% 60 45 42 aQ
-1

Two reports with sales below $40,000 withheld to aveid disclosing individual operations
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Table No. 8

AVERAGE COSTS AND PROFITS OF MANITOBA PHARMACIES IN 1965

Sales Sales Sales Soles Sales Soles
$40,000 1o $60,000 1o $80,000 1o $100,000 1o $125,000 1o OVER
$60,000 $80,000 $100,00 $125,000 $150,000 $150,000
6 Phormocies 8 Phormacies 7 Pharmacies 7 Phormacies 3 Phomacies 6 Phormacies
Sales $ 49,432 - 100.0% $ 69,405 - 100.0% $ 91,150 - 100.0% $113,566 - 100.0% $135,432 - 100.0% $185,120 - 100.0%
Cost of Goods Sold 31,389 - 63.5% 45,599 - 65.7% 60,979 - 66.9% 73,931 - 65.1% 93,990 - 69.4% 120,328 - 65.0%
Gross Margin 18,043 - 36.5% 23,806 - 34.3% 30,171- 33.1% 39,635- 34.9% 41,442 - 30.6% 64,792 - 35.0%
EXPENSES
Proprietor’s or Manager’s Salory $ 5,240 - 10.6% $ 6,455- 9.3% $ 7383. 8.1% $ 11,470 - 10.1% $ 8,939- 6.6% $ 10,367 - 5.6%
Employees’ Wages 4,101 - 8.3% 6,385- 9.2% 9,206 - 10.1% 13,060 - 11.5% 9,887 - 7.3% 24,991 - 13.5%
Rent 1,384 2.8% 1,874 - 2.7% 2,097 - 2.3% 2,158 - 1.9% 2,302- 1.7% 3,702 2.0%
Advertising 495- 1.0% 624 - 0.9% 456 - 0.5% 1,022- 0.9% 677 -  0.5% 1,851 - 1L0%
Delivery 692- 1.4% 347 - 0.5% 638 - 0.7% 795- 0.7% 2,438 - 1.8% 203 - L%
Depreciation on Fixtures and 1,088 - 2.2% L110- 1.6% 1,185- 1.3% 1,476 - 1.3% 813- 0.6% 2036 - 1L1%
Heat, Light, Power 395- 0.8% 763- 1.1% 729 - 0.8% 568 - 0.5% 677 -  0.5% 926 - 0.5%
Taxes 395- 0.8% 486 - 0.7% 456 - 0.5% 341- 0.3% 406 - 0.3% 741 - 0.4%
Insuronce 445-  0.9% 278 - 0.4% 274- 0.3% 341- 0.3% 542- 0.4% 555 - 0.3%
Interest 544 - 1.1% 625- 0.9% 365- 0.4% 454 - 0.4% 1,355 - 1L.0% 185- 0.1%
Repair 346- 0.7% 278 - 0.4% 182- 0.2% 341 - 0.3% 135- 0.1% 741 - 0.4%
Telephone 149 - 0.3% 208 - 0.3% 182- 0.2% 227 - 0.2% 135- 0.1% 185- 0.1%
Bod Debts 149 - 0.3% 91- 0.1% 114- 0.1% 135- 0.1% 741 - 0.4%
Miscellanecus 445 - 0.9% 972-  1.4% 2,005- 2.2% 1,703 - 1.5% 2,844 - 2.1% 4,258 - 2.3%
Total Expenses $ 15,868 - 32.1% $ 20,405 - 29.4% $ 25,249 - 27.7% $ 34,070 - 30.0% $ 31,285- 23.1% $ 53,315 - 28.8%
NET PROFIT $ 2175- 4.4% $ 3,401- 49% $ 4922- 5.4% $ 5565- 4.9% $ 10,157 -  7.5% $ 11,477 6.2%
Add: Other Income $ 1,384 s $ 2,076 $ 868 $ 998 $ 247
Proprietor’s Salory $ 5,240 $ 6,455 $ 7,383 $ 11,470 $ 8,939 $ 10,367

TOTAL INCOME $ 8,79%$ 9,018) $ 10,087($ 9,937) $ 14,381(314,160) $ 17,903(317,908) $ 20,094($20,166) $ 22,091(821,949)
Volue of Merchandise Stock $ 12,374 $ 14,727 $ 13,689 $ 18,889 $ 22,857 $ 31,568
Annual Rate of Tumover 28 3.3 33 4.2 4.2 41
Average Value of Fixjures $ 3,036 $ 7,161 $ 8827 $ 6,854 $ 7,064 $ 10,000
Average Accounts Receivable $ 1,303 $ 1,292 $ 1,683 $ 2,316 $ 1,829 $ 6,037
Average Accounts Payable $ 2510 $ 3,223 $ 3,298 $ 7,419 $ 2,624 $ 9,424
Average Price per Rx $ N $ 323 $ 331 $ 3.45 $ 35 $ 333
Average Number of Rx 7,499 6,148 7,643 9,446 8,051 19,607
Average Receipts from Rx $ 23,381 $ 19,902 $ 25,325 $ 37,679 $ 28,161 $ 65,255
Ratic of Rx Receipts to

Total Receipts 48.8% 29.3% 27.8% 33.5% 20.6% 35.3%
Cost of Dispensing a Rx $ L2 $ L3 $ L2s $ L8 $ L34 $ 136
Number of hours per week

Phormacy was open 50 67 62 58 59 66
Number of hours per week

Worked by proprietor 41 58 42 50 49 46

One report with sales below $40,000 withheld to avoid disclosing individual operation
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Table No. 9

AVERAGE COSTS AND PROFITS OF NEW BRUNSWICK PHARMACIES IN 1965

How to Use the Survey
In three or four different ways you can analyze your
ptnruncy by comparing it with others in similar situations.
your operation with the average of those

You can P
in your province with similar sales volume by turning to
Sales Soles Soles Sales Sales your provincial Table. There are separate tables, N:;.::o
v through 12, for each province except Newfoundland,
48,0500 $44.000 1 u‘oooo = slo:»zoo:m;o SURR bec and Prince Edward Island. If you wish to compare
$60,000 ‘” m $100,000 $125, $200,000 your pharmacy with others in a population centre similar
2Ph i Ph 7 Ph i Ph Ph i to yours there is a table for seven different sales categories
with six different population uuu. 'znn hwm ln:ludt
Sales $ 48,449 - 100.0% [ $ 73,397 - 100.0% | § 87,397 - 100.0%| $106,981 - 100.0% | $256,888 - 100.0% | all
Cost of Goods Sold 27,228 56.2%| 47,708 - 85.0%| 55,847 . 63.9%| 68,254 . 63.8%| 154,647 - 60.2% w;' w of m M'-N-m u’:"m MK
Gross Margin 21,221 - 43.8%| 25689 - 35.0% 31,550- 36.1%| 38,727 - 36.2%| 102,241- 39.8% | yojume regardiess of location. Finally, you can compare
EXPENSES your pharmacy with others of similar sales volume and dis-
Proprietor's or Manager's Salary |$ 5,281 - 10.9%($ 7,413- 10.1%|$ 9,438- 10.8%($ 7,809- 7.3%|$ 13,872. 5.4% approximately the same number of prescriptions
Employees’ Wages 3,779 - 7.8%| 5652- 7.7%| 10,051- 1L.5%| 11,554- 10.8%| 34,680 - 13.5% [ daily as your own. Again the columns represent phar-
Rent 630- 1.3%| 2,129 29%| 2360- 27%| 1,284- 1.2%| 6,165- 2.4% | macies from all over Canada, not just your own province.
Advertising 194-  0.4% 440 - 0.6% 961- 1I% 535- 0.5%| 4,367- L7% Profits and Losses ;
Delivery L14-  23% 440 - 0.6% 524 - 0.6% 214 0.2%| 4,110- Lé&% h&:hu:o 3 ziv.:‘ l#ebl:omw .I:.m;'b."ﬁ“:.:: “:
. . al 0. ves s/
DQEneidhn on Fixtures and 339- 0.7%| 1,08- l4% 787 - 0.9% 428 0.4%| 2826- 1.1% ipmehy al‘-""‘ T both tables profit is consilered w
Hastoihidiht, Bomer 388.  0.8% 440 0.6% 612-  0.7% 321, 0.3%| 1,028 0% | Do what mo‘,““m ey Yo e Iy
Taxes 775 1L6% 440 - 0.6% 612-  0.7% 642- 0.6%| 1,284-  0.5% | have been met. (For sales volume over $200,000, add $50
Insurance 436- 0.9% 367-  0.5% 524- 0.6% 642-  0.6%| 1,284 0.5% | to proprietor's salary of $10,400 for each additional $1,000
Interest 47-  0.2% 175-  0.2% 1,798 - 0.7% | sales above szoo.ooo) Losses are those in which total
Repair 339-  0.7% 147 - 0.2% 350 - 0.4% 642-  0.6% 771-  0.3% | income did not equal the standard proprietor’s compensa-
Telephone 194- 0.4%| 1 220- 0.3% 350 - 0.4% 214- 0.2%| 1,028- 0.4% | tion for “'eb g 4 -;'_'mh ::T-'* No. :‘ u':
Bod Debts 97- 0.2% u7- 0.2% 22 0.3% 07- 0.1% 514-  0.2% ;i ol :‘f' ""’m; o £ Al e st
Miscellaneous 630- 1.3%|  1,248. 1L7%|  1,136. 1.3%| 2567 2.4%| 6422 2.5% | rpein iy ,'o"’ = d, propeistox '-"""'"-, S ary;
Total Expenses $ 14,196 - 29.3%|$ 20,258 - 27.6%|$ 28,142- 32.2%($ 26,959 - 25.2%|$ 80,149 - 31.2% | Remarkably, the ratio ofphmuiaope:elin.nnlon
7,025 - 14 31 4% 408. 3.9%$ 11,768 - 11.0% 092. 8.6% | 'O the total number reporting is exactly the same as in
mo'“l ':7 * Ea . : "“2 : "353 5 : r‘::m 1964, namely 10.25. Howenm. Approzion Y dulyl:i ore
Propristor’s Salary s 5281 $ 7,413 $ 9,438 s 7,809 $ 13,872 T, S 107 Gl Gig shermints e Rued
TOTAL INCOME $ 12,306($12,576) |$ 13,286($13,344) | $ 13,199($13,461) | $ 19,577($19,570) | § 37,142($35,541) panies it must not be assumed that total income accrued
Value of Merchandise Stock $ 12,477 $ 14,850 $ 20,375 $ 17,774 $ 42,919 - ey Oaly if one person owns all the assets would
Annuel Rate of Turnover 2.4 37 2.9 4.1 3.5 .
Average Value of Fixtures $ 3,000 $ 4712 $ 5,355 $ 19,037 “':.N: 1ha ml""l "'-‘_—'.:. working
Average Accounts Receivable |[$ 1,275 $ 1,700 $ 2412 $ 2,2 $ 8,532 _“" w"“‘ o _;"""‘"m PN o m
Average Accounts Payable $ 2375 $ 7,903 $ 5,402 $ 1873 $ 17,895 pharmacies reported sales of $138,471 or over, and only
Average Price per Rx $ 34 $ 376 $ 34 $ 3 $ 370 187 or 31.4% earned total income of $19,362 or over.
Average Number of Rx 6,935 10,922 11,088 13,499 31,597 Bracketed Figares
:.‘.wd :oe::::i ﬁ-l”llx $ 23,902 $ 41,076 $ 38,555 $ 44,449 $116,895 ; e verlius aiihe m? ,:;::h, sotad, Mecome fa. given
X pts as the sum of the net it, income proprietor’s
otal Receipts 49. 55.9% 44.4% 42.3% 44, salary. Other income is usually from sub-post , and
T % 2. 8% offices
Cost of Dispensing o Rx $ L2 $ 128 $ . uss $ .23 $ LSS telephone pay stations. The bracketed figure following is
Number of hours per week the average of the:actual reported total income dollars
Phormacy was open 69 69 76 76 72 of all thedphlrm-clu in the group. If most of the com-
M T B e . ponents a4 group are in narrow sales volume the
od b - 50 4 53 62 8 Wwwmrmmmnymm
Worked by proprietor but if there is a wide difference in sales volume among the

One report with sales between $150,000 and $200,000
individual operation

ithheld to avoid discl

L961 ‘€2 "uvr

SADIYd ANV SISOD Dnya

1961



9961 WARWALAAS "IVNNNOL TVOLLNEIVINNYHA NYIGYNYD SHL / AIX

Table No. 10

AVERAGE COSTS AND PROFITS OF NOVA SCOTIA PHARMACIES IN 1965

Sales

Cost of Goods Sold

Gross Margin

EXPENSES

Proprietor’s or Manager’s Salary

Employees’ Woges

Rent

Advertising

Delivery

Depreciation on Fixtures and
Equipment

Heat, Light, Power

Taxes

Insuronce

Interest

Repair

Telephone

Bad Debts

Miscelloneous

Total Expenses

NET PROFIT

Add: Other Income

Proprietor’s Salary

TOTAL INCOME

Value of Merchandise Stock

Annual Rate of Turnover

Average Value of Fixtures

Average Accounts Receivable

Average Accounts Payable

Average Price per Rx

Average Number of Rx

Average Receipts from Rx

Ratic of Rx Receipts to
Total Receipts

Cost of Dispensing o Rx

Number of hours per week
Pharmacy was open

Number of hours per week
Worked by proprietor

Sales Soles Sales Sales Sales Saoles Sales
$40,000 1o $60,000 1o $80,000 1o $100,000 1o $125,000 1o $150,000 1o OVER
$60,000 $80,000 $100,000 $125,000 $150,000 $200,000 $200,000
Ph ci Ph i Ph i 21 Ph i 2Ph i 7 Ph i 7 Pharmacies
$ 54,096 - 100.0% | $ 72,266 - 100.0% | $ 88,508 - 100.0% | $119,450 - 100.0% | $131,024 - 100.0% | $176,096 - 100.0% | $285,926 - 100.0%
33,810 - 62.5% 52,104 - 72.1% 59,831 - 67.6% 77,165 - 64.6% 87,000 - 66.4% | 118,337 - 67.2% | 212,729 - 74.4%
20,286 - 37.5% 20,162 - 27.9% 28,677 - 32.4% 42,285 - 35.4% 44,024 - 33.6% 57,759 - 32.8% 73,197 - 25.6%
$-5301- 98%|$ 5998- 8.3% ($ 7877- B8.9% |$ B600- 7.2%|$ 8779- 6.7% |$ 9,509- 54% |$ 13,439- 4.7%
7,141 - 13.2% 7,877 - 10.9% 8,320 - 9.4% 11,945 - 10.0% 17,426 - 13.3% 17,786 - 10.1% 21,444 - 7.5%
812- 1.5% 1,084 - 1.5% 2,213-  2.5% 2,867 - 2.4% 4,324 - 3.3% 4,050 - 2.3% 9,435 3.3%
433- 0.8% 3%1- 0.5% 619- 0.7% 836- 0.7% 786 - 0.6% 2,289 - 1.3% 1,715 - 0.6%
162- 0.3% 578 - 0.8% 443 - 0.5% 1,075- 0.9% 524 - 0.4% 704 - 0.4% 858 - 0.3%
108 - 0.2% 1,662- 2.3% 1,593- 1.8% 956 - 0.8% 786 - 0.6% 2,290- 1.3% 2,573- 0.9%
108 - 0.2% 650 - 0.9% 620 - 0.7% 597 - 0.5% 1,048 - 0.8% 1,057 - 0.6% 1,430 -  0.5%
325- 0.6% 72- 0.1% 531- 0.6% 597 - 0.5% 786 - 0.6% 1,057 -  0.6% 1,430 -  0.5%
325-  0.6% 578 - 0.8% 531- 0.6% 597 - 0.5% 131- 0.1% 704 - 0.4% 858 - 0.3%
54- 0.1% 361- 0.5% 620- 0.7% 478 - 0.4% 131- 0.1% 704 - 0.4% 286- 0.1%
54- 0.1% 434-  0.6% 177 - 0.2% 119- 0.1% 352- 0.2% 858 - 0.3%
162- 0.3% 145- 0.2% 177 - 0.2% 239 - 0.2% 393- 0.3% 528 - 0.3% 572- 0.2%
54- 0.1% 145- 0.2% 88- 0.1% 478 - 0.4% 262- 0.2% 528- 0.3% 572- 0.2%
757 - 1.4% 1,228- 1L.7% 1,239 -  1.4% 5,734 -  4.8% 2,621 -  2.0% 3,698 - 2.1% 3,717-  1.3%
$15796- 29.2% | $ 21,173 29.3% | $ 25048 - 28.3% | § 35,118 - 29.4% | § 37,997 - 29.0% | § 45,256 - 25.7% | $ 59,187 - 20.7%
$ 4490- 8.3% |$ 1011- 14%* | S 3,629- 41% | $ 7,167- 6.0% | $ 6027- 46% |$ 12,503- 7.1% |$ 14,010- 4.9%
$ 34 $ 76 $ 313 $ 380 $ 3,095 $ 445 $ 3,294
$ 5301 $ 5998 $ 7877 $ 8,600 $ 87719 $ 9,509 $ 13,439
$ 10,139(510,436) | $ 5,063($ 5,066) | $ 11,819($11,732) | $ 16,147(516,080) | $ 17,901($17,856) | $ 22,457($22,947) | $ 30,743($29, 160)
$ 12,002 $ 14,280 $ 18,288 $ 21,435 $ 22,965 $ 29,984 $ 42,359
31 3.6 3.4 3.7 3.8 4.0 5.1
$ 1,500 $ 7,500 $ 4,151 $ 4,503 $ 2,210 $ 11,463 $ 10,649
$ 2,353 $ 72 $ 3,567 $ 3,805 $ 4,242 $ 5,107 $ 6,469
$ 2,089 $ 5216 $ 6,136 $ 6,425 $ 11,230 $ 12,891 $ 25,008
$ 240 $ 280 $ 339 $ 313 $ %12 $ 25 $ 32
9,098 5,968 7,745 13,494 14,205 20,048 11,856
$ 22,644 $ 16,701 $ 26,295 $ 42,218 $ 44,369 $ 50,443 $ 38,826
46.1% 23.6% 29.3% 34.9% 33.8% 28.7% 13.5%
$ L $ LY $ L4 $ 134 $ L33 $ L8 $ 100
40 73 59 69 71 75 74
40 35 58 44 48 47 44

* Loss
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DRUG COSTS AND PRICES
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Table No. 12 =
=
<
4 AVERAGE COSTS AND PROFITS OF SASKATCHEWAN PHARMACIES IN 1965 2
% Sales Sales Sales Sales Sales Sales Sales Sales
% BELOW $40,000 1o $60,000 1o $80,000 1o $100,000 1o $125,000 1o $150,000 OVER
E $40,000 $60,000 $80,000 $100,000 $125,000 $150,000 $200,00 $200,000
2 Ph 11 Ph ci 14 Pharmocies | 13 Pharmacies | 16 Pharmacies 8 Ph i 13 Ph 8 Phamacies
Z | Sales $ 30,083 - 100.0%|$ 52,662 - 100.0%|$ 72,086 - 100.0 $109,792 - 100.0%|$139, 146 - 100.0%($167,477 - 100.0%$260,815 - 100.0%
; Cost of Goods Sold 20,035 - 66. 33,809 - 64.2%| 47,577 - 66. 68,840 - 62.7% 87,801- 63.1%| 107,520 - 64.2%| 172,399 - 66.1%
; Gross Margin 10,048 - 33.4% 18,853 - 35. 24,509 - 34. 40,952 - 37.3% 51,345- 36.9%| 59,957 - 35.8%| 88,416 - 33.9%
EXPENSES
E Proprietor’s or Manager's Salary |$  3,941- 13.1%|$ 5,898 - 11.2%|$ 8,074- 11. $ 9,003- 8.2%($ 10,436 - 7.5%|$ 10,216 - 6. 1%($ 14,084 - 5.4%
7 | Employees’ Wages 1,384 - 4.6% 2370- 4. 4,397 - 6.1 10,760 - 9.8%| 15,584 - 11.2%| 22,107 - 13.2%| 37,818 - 14.5%
Z | Remt 1,143- 3.8% 843 - 1. 1,802- 2. 3,513- 3.2%| 4,592- 3.3%| 6,029- 3.6% 8,346- 3.2%
5 | Advertising 181-  0.6%] 474 - 0. 793- L1 1,537 - 1.4% 1,670 - 1.2%| 2,345- 1.4%| 3,390- 1.3% )
§ Delivery 151-  0.5% 316- 0.6 _433- 0. 659 - 0.6% 835- 0.6% 670 -  0.4% 2,087 - 0.8% =
Z | Depreciation on Fixtures and 331- L% 1,053- 2.0% 793- 11 1,537 - 1.4% 1,391-  1.0% 1,172-  0.7%| 2,087- 0.8% =
z Equipment Q
Heat, Light, Power 271-  0.9% 579 - L% 433- 0. 768 - 0.7% 974 - 0.7% 1,172-  0.7%| 1,304- 0.5% O
Toxes 241 - 0.8% 421-  0.8%) 361- 0. 549 - 0.5% 974- 0.7% 837 - 0.5% 782- 0.3% [)
E Insurgnce 3 120 - 0.4% 316 - 0.6% 288 - 0.4 659 -  0.6% 557 - 0.4% 670 - 0.4% 782 - 0.3% %]
Z | Interest 120 - 0.4% 105 -  0.2%| 144 - 0. 659 - 0.6% 1,391- 1.0% 1,842- 1.1%| 2608- 1.0% ~
= | Repair 60 - 0.2% 421-  0.8% 216- 0. 439 - 0.4% 418- 0.3% 670 -  0.4% 1,043 - 0.4% ]
z | Telephone 120 - 0.4% 158 - 0.3%) 144 - 0. 329 - 0.3% 278 - 0.2% 335- 0.2% 522- 0.2% B
z Bad Debts 30- 0.1% 53- 0.1% 72- 0.1 110- 0.1% 418 - 0.3% 167 - 0.1% 261- 0.1% 2
Miscellaneous 481 -  1.6% 1,059 - 2.2% 1,081- 1. 1,143 - 1. 2,196- 2.0% 2922- 2.1%| 3,351- 2.0%| 5999- 2.3% o
Total Expenses $ 8,574 - 28.5%|$ 14,166 - 26.9%($ 19,031 - 26.4%|$ 23,651 - 26.9%($ 32,718 - 29.8%|$ 42,440 - 30.5%|$ 51,583 - 30.8%($ 81,113 - 31.1% ]
NET PROFIT S 1474 - A9%|S 4,687 B.9%|S 5478- 7.6%$ 6,330- 7.2%$ 8,234 - $ 8,374. 5.0%)$ 7,303- 2.8% -]
Add: Other Income $ 376 $ $ 210 $ 322 s $ 1,149 $ 2,814 a
Proprietor's Salary $ 3941 $ 7,649 $ 9,003 $ 10,216 $ 14,084 &
TOTAL INCOME $_5791(s 5818)|s $ 14,301(514,328)|$ 17,468($17,550) $ 19,739($20,294) |$ 24,201($23,864) 1 7]
Value of Merchandise Stock $ 8,452 $ 24,008 $ 29,727 $ 28,272 $ 33,376 $ 39,939
Annual Rate of Tumover 3.1 2.6 2.8 3.3 3.5 4.3
Average Value of Fixtures $ 2514 $ 4,507 $ 7,769 $ 8,195 $ 9,477 $ 15,665
Average Accounts Receivable |$ 831 $ 2,419 $ 3,032 $ 4,780 $ 3,976 $ 9,093
Average Afc.u-n Payable $ 1,825 $ 3,1 $ 7,016 $ 7,966 $ 9,711 $ 11,555
Average Price per Rx $ 3an $ 32 $ 32 $ . 3.25 $ 3.08 $ 3.17
Average Number of Rx 5,413 9,147 13,401 14,246 14,827 23,740
Average Receipts from Rx $ 16,856 $ 29,438 $ 44,029 $ 46,296 $ 45,782 $ 75,279
Ratio of Rx Receipts to
Total Receipts 59.9% 33.7% 40.0% 33.2% 27.5% 28.2%
Cost of Dispensing o Rx $ 115 $ LY $ 124 $ 136 $ .44 $ .46 'S‘
Number of hours per week S
Pharmacy was open 46 58 59 62 66 76 ;\,
Number of hours per week <
Worked by propristor 45 52 51 53 46 51 —~
&
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Table No. 13
COSTS IN 1965 IN CANADIAN PHARMACIES WITH SALES VOLUME $40,000 TO $60,000
SALES UNDER 1,000 to 5,000 to 20,000 to OVER
BELOW 1,000 5,000 20,000 100,000 100,000 ALL
$40,000 Population Population Population Populatiol Population 50 Pharmacies
14 Pharmacies | 14 Phomacies 19 Pharmaci Phomaci 3 Phamaci 11 Pharmacies
Sales $ 33,061 - 100.0% | $ 49,909 - 100.0% | § 51,766 - 100.0% | $ 54,460 - 100.0% | § 57,408 - 100.0% | $ 52,528 - 100.0% |§ 51,915 - 100.0%
Cost of Goods Sold 21,556 - 65.2% 33,090 - 66.3% 34,010 - 65.7% 34,963 - 64.2% 34,674 - 60.4% 32,777 - 62.4% 33,589 - 64.7%
Gross Margin 11,505 - 34.8% 16,819 - 33.7% 17,756 - 34.3% 19,497 - 35.8% 22,734 - 39.6% 19,751 - 37.6% 18,326 - 35.3%
EXPENSES
Proprietor's or Manager's Salary $ 4992- 15.1% |$ 5490 - 11.0% ($ 5,435- 10.5% [$ 6,699 - 12.3% | § 5511 9.6% |8 6,146 11.7% ($ 5711- 11.0%
Ewployees’ Woges 1554 47% | 2,046- 4.1% 3,520- 6.8% 3,159 - 5.8% 5109 - 8.9% 4,360 - 8.3% 3,323 6.4%
Rent 1,422 43% 1,098 - 2.2% 621-  1.2% 1,471 2.7% 1,895- 3.3% 1,891 - 3.6% 1,142 2.2%
Advertising 364- LI% 399 - 0.8% 518- 1.0% 1,089 - 2.0% 804 - 1.4% 578- 11% 521- LI%
Delivery 99 - 0.3% 250 - 0.5% 31 - 0.6% 327 - 0.6% 746 - 1.3% 525 - 1.0% 363- 0.7%
Depreciation on Fixtures and 529 L.6% 799 - L6% 932. 1.8% 1,089 -  2.0% 804 - 1.4% 578- L1% 831- 1.6%
Equipment
Heat, Light, Power 364- LIS 499 - 1.0% 466 - 0.9% 654 - 1.2% 517- 0.9% 367- 0.7% 467 - 0.9%
Taxes 232- 0.7% 250 - 0.5% 414- 0.8% 490 - 0.9% 230 - 0.4% 367 - 0.7% 363- 0.7%
Insuronce 198 - 0.6% 29- 0.6% 362- 0.7% 218  0.4% 344 - 0.6% 3%67- 0.7% 311 - 0.6%
Interest 165- 0.5% 49- 0.7% 207 - 0.4% 54- 0.1% 53- 0.1% 208 - 0.4%
Repair 165- 0.5% 49 - 0.9% 259 - 0.5% 109 - 0.2% 402- 0.7% 158 - 0.3% 20- 0.5%
Telephone 165- 0.5% 200 - 0.4% 155- 0.3% 163- 0.3% 1M5-  0.2% 263 - 0.5% 208- 0.4%
Bod Debts 33- 0.I% 50- 0.1% 104- 0.2% 57- 0.1% 53- 0.1% 52- 0.1%
Miscelloneous 496 - 1.5% 998 - 2.0% 828 - 1.6% 980 - 1.8% 746 - 1.3% 998 - 1.9% 934- 1.8%
Total Expenses $ 10,778 - 32.6% | $ 13,176 - 26.4% |$ 14,132- 27.3% | $ 16,502~ 30.3% | $ 17,280 - 30.1% [$ 16,704 - 31.8% |($ 14,744 - 28.4%
NET PROFIT $ 727- 22%|$ 3643- 7.3% |$ 3624- 7.0% |$ 2995- 5.5% | 5454- 9.5% |$ 3,047- 58% |$ 3,582- 6.9%
Add: Other Income $ - $ 28 $ Su $ 517 $ 380
Proprietor's Salary $ 4,992 $ 549 $ 5,435 $ 6,69 $ 551 $ 6,146 $ 571
TOTAL INCOME $ 5990($ 5,955) | § 9.386($ 9.417) | § 9,573($ 9,594) | $ 9,694($ 9,749) | $ 10,965($10,983) | $ 9,710($ 9,825 |$ 9.673(S 9,688)
Volue of Merchandise Stock $ 10,067 $ 13,195 $ 13,910 $ 14,940 $ 13,369 $ 10,812 $ 13,040
Annual Rate of Turnover 28 2.7 2.6 25 26 3.4 2.8
Average Volue of Fixtures $ 3,109 $ 3,482 $ 2,485 $ 2,000 $ 3,050 $ 4,005 $ 3,057
Average Accounts Receivable $ W $ 2,49 $ 1,53 $ 96 $ Lo $ 1,327 $ 1,723
Averoge Accounts Payable $ 1,766 $ 2,647 $ 2,060 $ 2,232 $ 2,589 $ 2,573 $ 23N
Average Price per Rx $ ¥ $ 302 $  3.09 $ 3% $ 386 $ e $ 38
Average Number of Rx 4,422 5,020 6,655 6,501 4,169 6,281 5,889
Averoge Receipts from Rx $ 14,907 $ 15,682 $ 20,602 $ 21,473 $ 16,124 $ 21,919 $ 19,182
Ratio of Rx Receipts to
Totol Receipts 44.7% 32.1% 39.2% 38.3% 28.0% 42.4% 37.0%
Cost of Dispensing a Rx $ 130 $ L09 $ 115 $ L2 $ L0 $ 2 $ 12
Number of hours per week
Pharmocy was open 52 52 52 51 58 59 54
Number of hours per week
Worked by proprietor 50 49 47 49 53 49 48
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Table No. 14

COSTS IN 1965 IN CANADIAN PHARMACIES WITH SALES YOLUME $60,000 TO $80,000

UNDER 1,000 1o 5,000 v 20,000 o 100,000 1o OVER
1,000 5,000 M,.b 100,000 1,000,000 1,000,000 ALL
Population Population Population Population Population Population 87 Phomacies
12 Ph i 28 Ph ci 13 Ph ci 11 Ph i 20 Ph i 3 Pharmacies

Sales $ 69,313 - 100.0% | $ 70,445 - 100.0% | $ 74,000 - 100.0% | $ 69,984 - 100.0% | $ 72,104 - 100.0% | $ 71,359 - 100.0% | § 71,175 - 100.0%
Cost of Goods Sold 46,509 - 67.1% 46,494 - 66.0% 46,398 - 62.7% 44,860 - 64.1% 47,661 - 66.1% | 40,175 - 56.3% 46,335 - 65.1%
Gross Margin 22,804- 32.9% | 23951- 34.0% | 27,602 37.3% | 25124- 35.9% | 24,443- 33.9% | 31,184- 43.7% | 24,840 - 34.9%
EXPENSES
Proprietor’s or Manager’s Salary $ 8110- 1L.7% | § 6763- 9.6% ($ 7,770- 10.5% |$ 7,278- 10.4% | $ 7,066- 9.8% | $ 11,846- 16.6% | § 7,402 - 10.4%
Employees’ Waoges 3,258- 4.7% 5,988 - B8.5% 7,696 - 10.4% 7,278 - 10.4% 7,283 - 10.1% 5780- B.1% 6,334 - 8.9%
Rent 1,525- 2.2% 1,409 -  2.0% 1,924 2.6% 2,589 - 3.7% 2,23 - 3.1% 2,284 3.2% 1,851- 2.6%
Advertising 693- 1L0% 75- 1L1% 1,184 - 1.6% 840 - 1.2% 793- L% 1,070 - 1.5% 854- 1.2%
Delivery 485- 0.7% 282- 0.4% 370 - 0.5% 910 - 1.3% 505- 0.7% 2,997 - 4.2% 569 - 0.8%
Depreciation on Fixtures and 1,109 - Lé6% 916 - 1.3% 888 - 1.2% 770 -  L1% 649 -  0.9% 856 - 1.2% B854 - 1L.2%

Equipment
Heot, Light, Power 416 -  0.6% 634- 0.9% 592- 0.8% 280 - 0.4% 577 - 0.8% 498 - 0.7%
Taxes 277 - 0.4% 282- 0.4% 370 - 0.5% 210- 0.3% 288 - 0.4% 143 - 0.2% 285 - 0.4%
Insurance 277 - 0.4% 422- 0.6% 296 - 0.4% 280 - 0.4% 288 - 0.4% 428 - 0.6% 356 - 0.5%
Interest 485- 0.7% 282- 0.4% 444 - 0.6% 210- 0.3% 216 - 0.3% 214-  0.3% 285 - 0.4%
Repair 139- 0.2% 352- 0.5% 222- 0.3% 210- 0.3% 288 - 0.4% 286 - 0.4% 214-  0.3%
Telephone 208- 0.3% » 211 0.3% 296 - 0.4% 350 - 0.5% 288 - 0.4% 571- 0.8% 285 - 0.4%
Bad Debts 69- 0.1% 141- 0.2% 296 - 0.4% 140 - 0.2% 72-  0.1% 143 - 0.2% 142-  0.2%
Miscellanecus 832- 1.2% 1,127 - L.6% 2072 2.8% 1,400 - 2.0% 1,154 - 1.6% 2,283 - 3.2% 1,281 - 1.8%
Total Expenses $ 17,883 25.8% | $ 19,584 - 27.8% | § 24,420 - 33.0% | § 22,745 32.5% | $ 21,703 - 30.1% | $ 28,901 . 40.5% | § 21,210 - 29.8%
NET PROFIT $ 4921- 7.1% | $ 4367- 6.2% |$ 3,182- 43% |$ 2379- 3.4% | $ 2740- 38%| S 2,283- 31.2% | § 3,630- 51%
Add: Other Income $ 236 s 138 $ 183 $ 694 $ 426 $ 97 % 293

Proprietor’s Solary $ 8,110 $ 6,763 $ 7,770 $ 7,278 $ 7,066 $ 11,846 $ 7,402

TOTAL INCOME $ 13,267(513,230) | $ 11,268($11,322) | $ 11,135($11,075) | $ 10,351($10,225) | § 10,232($10,268) | $ 14,226(314,411) | § 11,325(s11,271)
Value of Merchandise Stock 315378 $ 17,098 $ 20,733 $ 16,743 $ 16,411 $ 9,266 $ 16,891
Annual Rate of Turmnover 3.3 3.0 23 2.8 29 5.2 3.0
Average Vaolue of Fixtures $ 1,65 $ 5,569 $ 4,29 $ 3,181 $ 4,981 $ 16,535 $ 4,832
Average A Receivobl $ 1,736 $ 1,081 $ 3,79 $ 1,950 $ 1,798 $ 3,287 $ 1,909
Average Accounts Payable $ 4,09 $ 4,805 $ 9,181 $ ‘3,481 $ 4,533 $ 6,782 $ 5274
Average Price per Rx $ 354 $ 3123 s .38 $ 3.5 $ 3.3 $ 3.64 $ 3.4
Average Number of Rx 6,853 7,843 9,538 8,698 6,993 15,469 8,098
Averoge Receipts from Rx $ 24,312 $ 25,342 $ 32,293 $ 31,119 $ 23,134 $ 56,306 $ 27,497
Ratio of Rx Receipts to

Total Receipts 34.5% 36.2% 44.2% 44.7% 32.1% 77.1% 38.7%
Cost of Dispensing a Rx $ LY $ L2 $ L32 $ L2 $ L2 $ 160 $ L2
Number of hours per week

Pharmacy was open 52 60 57 65 66 66 67
Number of hours per week

Worked by proprietor 48 49 49 54 58 52 52
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Table No. 15
COSTS IN 1965 IN CANADIAN PHARMACIES WITH SALES VOLUME $80,000 TO $100,000
UNDER 5,000 to 20,000 to 50,000 to 100,000 to OVER
5,000 20,000 50,000 100,000 1,000,000 1,000,000 ALL
Population Population Population Population Population Population 81 Pharmacies
29 Phomacies 13 Phommacies 6 Phammacies 3 Pharmacies 22 Phammacies 8 Pharmacies |

Sales $ 85,435 - 100.0% | $ 91,406 - 100.0% | $ 91,042 - 100.0% | § 92,833 - 100.0% | § 91,933 - 100.0% | § 88,266 - 100.0% $ 89,127 - 100.0%
Cost of Goods Sold 54,935 64.3% 60,511 - 66.2% 55,627 - 61.1% 60,434 - 65.1% 60,492 - 65.8% 59,226 - 67.1% 58,022 - 65.1%
Gross Margin 30,500 - 35.7% 30,895 - 33.8% 35,415 - 38.9% 32,399 - 34.9% 31,441 - 34.2% 29,040 - 32.9% 31,105 - 34.9%
EXPENSES s
Propristor's or Manager's Salary | § 8,116 9.5% [ § 7,861. 8.6% |$ 9,286 10.2% | § 7.705- B8.3% | § 7,630 - 8.3% | $ 6,355 7.2% |$ 7,843- B8.8%
Employees’ Woges 7,775 - 9.1% 7,770 - 8.5% 8,649 - 9.5% 6,962- 7.5% 10,756 - 11.7% 11,739 - 13.3% 9,002 - 10.1%
Rent 1,623 1L.9% 2,651- 29% 2913 3.2% 4,549 - 49% 2,850 - 3.1% 2,383 27% 2,317 - 2.6%
Advertising 855- 1.0% 914~ LO% 1,366 - L5% 1,300 - L4% 1,011 LI% 530 - 0.6% 891- 1L0%
Dalivery 342-  0.4% 366 - 0.4% 1,366 - 1.5% 1,392-  1L5% 1,103 1.2% 1,324 - 1.5% 802- 0.9%
Depreciation on Fixtures and 1,025-  L2% 1,371 L5% 820- 0.9% 1,485 - L.6% 1011 LI% 706 - 0.8% 1,069 -  1.2%

Equipment
Heat, Light, Power 513- 0.6% 640 - 0.7% 455 - 0.5% 743 - 0.8% 644 - 0.7% 530 - 0.6% 624 - 0.7%
Taxes 427 - 0.5% 457 - 0.5% 273-  0.3% 186 - 0.2% 368 - 0.4% 353-  0.4% 357 - 0.4%
Insurance 427 - 0.5% 457 - 0.5% 455 - 0.5% 371-  0.4% 368 - 0.4% 177 - 0.2% 357 - 0.4%
Interest 256 - 0.3% 274 - 0.3% 273-  0.3% 650 - 0.7% 460 - 0.5% 177 - 0.2% 357 - 0.4%
Repair 342- 0.4% 274 0.3% 182- 0.2% 557- 0.6% 276 - 0.3% 530 - 0.6% 357 - 0.4%
Telephone 256 - 0.3% 183 0.2% 273- 0.3% 464 - 0.5% 276 - 0.3% 353 - 0.4% 267 - 0.3%
Bod Debts 7. 0.2% 91- 0.1% 182- 0.2% 184- 0.2% 88 - 0.1% 89- 0.1%
Miscellaneous 1,367 - Lé% 1,096 - 1.2% 2,458 - 2.7% 1,393  1.5% 2,114 2.3% 1,500 1.7% 1,604 - 1.8%
Totgl Expenses $ 23,495- 27.5% | $ 24,405- 26.7% | § 28,951 - 31.8% |§ 27,757 - 29.9% | $ 29,051- 31.6% | § 26,745- 30.3% | $ 25,936 - 29.1%
NET PROFIT $ 7,005- 8.2% [$ 6490- 7.1% [$ 6464- 7.1% |§ 4,642- 50% |$ 2390- 26% |$ 2295- 26% |$ 5169- 5.8%
Add: Other Income $ 302 $ 19 $ 31 $ 77 $ 885 $ 24 $ 384

Proprietor's Salary $ 8,118 $ 7,881 $ 9,286 $ 7,705 $ 7,630 $ 6,355 $ 7,843

TOTAL INCOME 1 $16,079) | $ 14,546(314,662) | $ 15,781($15,856) | $ 1 $12,303) | $ 10,905($10,958) | $ 8,674(S 8,940) | $ 13,396(313,594)
Value of Merchandise Stock $ 21,250 $ 21,993 $ 20,630 $ 18,036 $ 16,738 $ 18,316 $ 19,716
Annual Rate of Tumover 2.8 3.0 2.8 3.4 3.7 3.6 3.2
Average Volue of Fixtures $ 5918 $ 2,561 $ 4,960 $ 1,077 $ 5752 $ 6,153 $ 5946
Average Accounts Receivable $ 2,884 $ 2,294 $ 2079 $ 1,423 $ 1,702 $ 3,136 $ 2,136
Averoge Accounts Payable $ 5,208 $ 4,956 $ 4917 $ 4,789 $ 4,532 $ 13,058 $ 5,606
Averoge Price per Rx ${s 352 $ 3 $ 3.60 $ 366 $ 340 $ 33 $ 4
Average Number of Rx R 7,852 9.747 6,848 7,824 6,443 8,051
Averoge Receipts from Rx $ 29,878 $ 25,179 $ 35,049 $ 25,043 $ 26,635 $ 21,382 s 27,70
Ratio of Rx Receipts to

Total Receipts 35.3% 27.3% 39.6% 28.0% 29.0% 24.0% 3.3%
Cost of Dispensing o Rx $ LN $ o8 $ 134 $ L35 $ L3 $ '3 $ L2
Number of hours per week

Pharmacy wos open 59 59 60 &7 73 82 65
Number of hours per week

Worked by proprietor 48 95 53 55 48 55 50

L961 ‘€2 "unp

SADIYd ANV SLSOD Dnyd

L96T



g ———————————————————— e

Jan. 23,1967

DRUG COSTS AND PRICES

1968

0s

ey

o 9w zs o £5 1018 14d0sd Aq pexsoy
#0om s0d sinoy jo sequiny
19 98 L oL 99 85 z9 usdo som Adouusyy
A90m s0d sinoy 4o sequiny
3 (N &N " 8 TN 091§ e 8 zer s [ oy xy o Buisueds|q jo 4503
%0°Z¢ %8'EE %2 0E %8°LE %8°ST %0°0v %6°0C sidieey |ojoy
o4 sydiesey xy jo ouoy
£ri'oe § £6'LE IEv'SE § z66'vE § e’ s 0E0’YY $ 982'vE $ xy woy sidiedey eboseay
906°01L zZL'z1 ors’ol 6L1'8 8£9's 98z’ wz'ol xY jo sequiny ebosery
1£e $ w0e $ B Iy $ we: s 80t $ %L $ xy 10d 93114 eboieny
oor'y 99e'6 vEr's § 86L'S $ szv's § 66v'9 L06'S $ *1904o g Siunoady eboseny
8’z $ s8L’L s8L'T $ osv’L $ 9.1 $ s'E $ 190t ¢ ©|9041830y $iuno3dy eBoseay
veg'y $ £89's $ ser's $ e s IE1's $ oL'L s 558°9 $ seinixi4 jo enjop eBoseay
v'e £y 8'c L't £t 6T £t Jsaouin) jo oy [onuuy
BEE'ET § 8821 $ §01ZZ 56661 $ £55°2C zOL'9Z $ o'z $ 12045 9% 1puDYDIey jo enjo
(or9’s1$)zz9's1 § | (See’e1$)Nzr'el § | LeoZIS)NISE'LL § | (ZSL'S19)1S0'91 § | (152915062591 § | L6v'Bi8)iez'aL § | P25 Z18)685°21 § IWOONI TYL0L
1s.'s $ 059’8 § 068°L § 6v0'LL $ gEL’oL 5958 § 6106 $ hiojog 5 Joieiidasy
e S 8eE  § 9%9 3 (13 $ s s 91 8 6z s swoduy JeyiQ PPY
%8S -L0S'9 $ | %LY -EE¥'y $ | %6T -S9E'E S| USY -ZL6'Y $ |%S'S -966'S $ |%WLB -£S5°6 $ | %SL -156'8 $ 114084 L3N
%6'8C - STV'ZE $ | %9°6Z - v00'ZE $ | %0°0E -BOB'PE § | %PVE - 6008 § | %0°0E -COLZE § | %062 -#¥8IE § | %L LZ -¥iI'OE $ sesuedx3 i)
%ST -S08'C %Ll - 668'L %8E - 60V'Y %T -IEve %€l -8yl %6l - (80 %0T -t $noeus|(e3s 1y
%20 - v %10 -9l %0 -z %10 - 601 %E0 - 62¢ %o - siqeq peg
%E'0 - LEE %P0 -ZEV %0 - BYE %20 -1 %20 -8z %0 -6zt %E0 - vEE suoydeje)
%E'0 - L %P0 - ZEV %E'0 - 8re %E0 - ZeE %20 -8z %0 - 6EV %E'0 - vEE sodey
%50 - 19§ %1°0 - 80l %9°0 - 969 %10 - oLl %0°L - 060°L %S0 - 6vS %S0 - LSS iseseiu)
%S0 - 19§ %S0 - 1¥S %S0 - 08§ %0 -Tyy %80 -8 %90 - 659 %0 -y e3upinsu)
%P0 - 6vv %P0 -ZEv %0 - vov %L0  -WiL %€'0 - L2E %P0 - 6EV %0 -Sw sexo)
%9°0 - £L9 %0 - ZE¥ %9°0° - 969 %L0 vl %P0 - 9EV %9°0 - 659 %L°0 - 08L Jemog ‘b1 ‘oey
twewdinby
%L -9l %L - vIs'L %1 -E6E°L %60 - v66 %0°L - 0601 %01 - 860°L %EL L Puo seinix14 ue uouoieideq
%0 -S8L %60 - €L %0l - 09L'L %L -SI1Zl %80 -zZL8 %90 - 659 %0 - Sy ]
%01 -zl %6°0 - €L6 %60 - ¥ro’L %L -S1Z°1 %L - ar' %21 -8IEl %60 -Z00L Buis eapy
%ST -508'T %T -6LET %6T - S9E'E %ST -T9L'T %V'E - 90L'E %T NN %17 -8eET uey
%P0l - 699°L1L %ETL - 66Z°EL %9°0L - 662°CL %6°EL - BSE'SL %6'6 -T6L'OL %Il - 862U %56 - 8501 sofoy ,sesiojduy
%L CISL'8 $ | %08 -0S9'B $ | %8'9 -068°L $| %0°0L -6r0°LL S |%E6 -BLL'OL $ [%BL -S95'B $ |%I'B - 6106 $| Amjog 5 seBouwy so ¢ soierdasy
SISNIdX3
%LVE - TE6'8E %L'EE - LEV'9E %6ZE - £L1'8¢ %6'8E - 1862 %S°SE - 669'8¢ %LLE - L6E'LY %9'¥E - SZS'8E uiBioy ss0ig
%E'S9 - P9T'EL %E°99 - 989°'LL %1°L9 - €S8°LL %19 - LIS"L9 %S'¥9 - LIE'0L %ET9 - 0L¥'89 %v°S9 - 618°ZL PI9g $poog jo iso)
%0°001 - 961°ZLLS | %0°00L - €Z1°801$ | %0°00L - 9ZO'9LLS | %0°00L - Z6POLIS | %0°00L - 0LO'60IS | %0°001 - L0B'601S | %0700 - PPE'1LLS seog
¥ 4d 9 4d 0 Yd § 4d § 4d £1 Yd 1Y
se Pousoyg 001 uoyiondog uopojndog uopo|ndog voyojndog uoyo|ndoy voyiojndoy
1Y 000°000°L 000°000°L 000°001L 000°0§ 000°0Z 000°s
¥3A0 4 000001 °4 00005 °4 000°0Z °4 000’ PUREL]

000°SZL$ OL 000°001$ IWNTOA SITVS HLIM STIDYWEVHA NYIGYNYD NI $961 NI 150D

91 "°N *19"L

XX / THE CANADIAN PHARMACEUTICAL JOURNAL, SEPTEMBER,



IXX / 9961 “WAAWALAES “TYNANOL TYILLNAIVWEYHL NYIGYNYD dHL

o

Table No. 17

COSTS IN 1965 IN CANADIAN PHARMACIES WITH SALES VOLUME $125,000 TO $150,000

Soles

Cost of Goods Sold

Gross Margin

EXPENSES

Proprietor's or Monoger's Salary
Employees’ Wages

Rent

Advertising

Delivery

Depreciation on Fixtures and
Equipment

Heot, Light, Power

Add: Other Income
Proprietor’s Salory
TOTAL INCOME
Value of Merchandise Stock
Annuel Rote of Tumover
Average Value of Fixtures
Averoge Accounts Receivable
Averoge Accounts Poyable
Average Price per Rx
Average Number of Rx
Averoge Receipts from Rx
Retio of Rx Receipts to
Total Receipts
Cost of Dispensing o Rx
Number of hours per week
Phormacy was open
Number of hours per week
Worked by proprietor

UNDER 5,000 to 20,000 to 50,000 to 100,000 OVER
5,000 20,000 50,000 100,000 1,000,000 1,000,000 ALL
Population Population Population Population Population Population 59 Phammocies
8 Ph i 16 Ph i 4 Ph i 4 Phamocies 24 Ph i 3Ph i
$137,149 - 100.0% | $140,767 - 100.0% | $137,444 - 100.0%

$133,791 - 100.0%
_ 88837 . 86.4%

44,954 - 33.6%
$ 9,231- 6.9%
13,914 - 10.4%
2,007 - 1L.5%
937. 0.7%
669 - 0.5%
1,338 - 1.0%
937 07%
535- 0.4%
535 0.4%
268 - 0.2%
669 - 0.5%
401- 0.3%
13¢- 01%
943 -
$ 34,518 - 25.8%
$ 10,436 - 7.8%
$ W
$ 923
§ 20,597(520,83%)
$ 25,351
3.6
$ 7,284
$ 3,652
$ 4,807
$ A
14,590
$ 46,858
35.3%
$ L2
60
49

$137,012 - 100.0%

$132,970 - 100.0%

$140,318 - 100.0%
87,699 . 62.5% | . 90,291 . 65.9% | _85,101. 64.0% | 90,518 66.0% | _ 88,120 62.6% 89,064 - 64.8%
52619 37.5% | 46,72). 34.1% | 47,869 - 36.0% |~ 46,631 34.0% | 52,647 37.4% | 48,380 35.2%

S 10945 7.8% | 7,673 S5.6% | 515,956 - 120%[§ 9,052. 6.6% |§ 8727 . 62% |§ 989 7.2%
16,838 120% | 12,094- 8.9% [ 14361 10.8% | 15,498 11.3% [ 16,329 116% | 15,394 11.2%
3,227 23% 4,248- 3% 3,324-  2.5% 5,212 3.8% 3,238 - 2.3% 3,986 - 2.9%
1,684 1.2% 1,096 0.8% 798 0.6% 1,372 1.0% 845 0.6% 1,374 1.0%

842. 0.6% 1,096 - 0.8% 1,330 - 1.0% 1,234 - 0.9% 2,674 1.9% 1,100 - 0.8%
1,403 - 1.0% 1,370 - 1.0% 1,861 1.4% 1,783 - 1.3% 1,408 - 1.0% 1,649 - 1.2%
842 0.6% an. 0.3% 665- 0.5% 960 - 0.7% 704 0.5% 825- 0.6%
701.  0.5% 548 0.4% 399 0.3% 549 0.4% 422 0.3% 550 - 0.4%
561 0.4% 4. 0.3% $32-  0.4% 549 - 0.4% 1,126 - 0.8% 550 - 0.4%
842  0.6% 959 - 0.7% 665 0.5% 823 0.6% 704 0.5% 687 - 0.5%
81 0.2% 137 0% 133. 0.1% - 0.3% 845. 0.6% 412 0.3%
421 0.3% 274 0.2% 266 - 0.2% 4. 0.3% 563 0.4% 412. 0.3%
21 0.2% 137- 0.1% 133. 0.1% 187- 0.1% WL 0.1% 137. 0.1%
. . 21% 2,925 2.2% 3154 2.3% 4,223 3.0% 3024 2.2%

$ 41,674 29.7% | $ 33,431, 24.4% | 343,348 32.6% | § 41,145 30.0% |§ 41,949 29.8% | $ 9,99 B 1%

$ 10,945 7.8% |§ 13,290 9.7% | $ 4521. 3.4% |§ 5486 4.0% |$ 10698 7.6% |$ 8,384- 6I%

s 743 s 25 $ 1,000 $ 1,041 s 3N s 852

$ 10,945 s 7,673 $ 15,956 $ 9,052 8,727 $ 9,89

$ 22,633( § 21,213(521,486) | $ 21,477(321,209) | § 15,579($15,515) | $ 19,754(320,074) | § 19,132($19,219)

$ 28,539 $ 28,813 $ 18,743 $ 25,583 $ 21,455 $ 25,898

3.3 3.7 4.9 3.7 4.2 a7

$ 10,109 $ 12,000 $ 7.6m2 $ 8,183 $ 9,000 $ 10,618

$ 4,324 $ 2,150 s 1,743 $ 3,065 $ 3,473

s 7,92 $ 6,700 $ 5,266 $ 7,432 $ 6,993

§ s 3.95 $ 344 s 3.80 s 41 $.. 000
13,695 8,465 12,454 8,678 9,092 1,134

$ 46,189 $ 33,431 $ 42,848 $ 33,051 $ 37,630 $ 39,363
2.7% 24.2% 33.4% 24.3% 29.5% 28.8%

$ 135 s L4 $ 100 $ L7 $ 160 $ 138

65 54 74 7 83 6
® 4 5¢ 50 53 50
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Table No. 18

COSTS IN 1965 IN CANADIAN PHARMACIES WITH SALES VOLUME $150,000 TO $200,000

UNDER 5,000 1o 20,000 1o 50,000 1o 100,000 to OVER
5,000 20,000 50,000 100,000 1,000,000 1,000,000
Population Popul Popul Population Population Population
17 Ph i 19 Ph ci Ph ci 7 Ph i 42 Ph 7 Ph ci

ALL
98 Pharmacies

Sales

Cost of Goods Sold

Gross Margin

EXPENSES

Proprietor's or Manager's Salary
Employees’ Wages

Rent

Advertising
Delivery
Depreciation on Fixtures and

Equipment
Heat, Light, Power
Toxes
Insurance
Iinterest
Repair
Telephone
Bod Debts
Miscellanecus
Total Expenses
NET PROFIT
Add: Other Income
Proprietor's Salary
TOTAL INCOME
Value of Merchandise Stock
Annual Rote of Turnover
Average Yalue of Fixtures
Average Accounts Receivable
Average Accounts Payable
Average Price per Rx
Average Number of Rx
Average Receipts from Rx
Ratic of Rx Receipts to
Total Receipts
Cost of Dispensing a Rx
Number of hours per week
Pharmacy wos open
Number of hours per week
Worked by propristor

$171,724 - 100.0%

$172,780 - 100.0%

$172,297 - 100.0%

$171,845 - 100.0%

$181,800 - 100.0%

$181,409 - 100.0%

$176,982 - 100.0%

_M11,277 - 64.8% | 110,925 64.2% | 110,787 - 64.3% | 115,824 - 67.4% | 121,988 - 67.1% | 119,367 - 65.8% | 116.631. 65.9%
60,447 - 35.2% | 61,855- 35.8% | 61,510- 35.7% | 56,021- 32.6% | 59,812- 32.9% | 62,042 34.2% | 60,351 34.1%
$11,162- 65% | 9,330- 5.4% |$ 9,132- 53% [§ 9,967- 58% S 9,817- S4%|$ 8,345- 46%|$ 9734. ss5%
19,405- 11.3% | 20,906- 12.1% | 22,226- 12.9% | 24,058- 14.0% | 21,816- 12.0% | 23,402 12.9% | 21.592- 12.2%
4,122 2.4% 3,974 2.3% 4,824 2.8% 5327- 3.1% 6,181 -  3.4% 5,987 - 3.3% 5132 2.9%
1,889 11% 2,592- 1.5% 3,618 2.1% 2,062- 1.2% 2,545 - 1.4% 1,270-  0.7% 2,301-  1.3%
515 0.3% 864- 0.5% 1,378 - 0.8% 1,547 - 0.9% 1,455-  0.8% 2,721-  1.5% 1,239 - 0.7%
1,889 1.1% 1,382 0.8% 2,240 1.3% 2,234 1.3% 1,636 - 0.9% 1,99 - 11% 1,770 - 1.0%
1,202- 0.7% 1,037 - 0.6% 862- 0.5% 687 - 0.4% 1,272-  0.7% 907 - 0.5% 1,062-  0.6%
687 - 0.4% 691-  0.4% 517-  0.3% 687 - 0.4% 545-  0.3% 1,270 - 0.7% 708 - 0.4%
687 - 0.4% 864- 0.5% 862- 0.5% 859 - 0.5% 364 - 0.2% 726 - 0.4% 708 - 0.4%
343. 0.2% 864 - 0.5% 689 - 0.4% 172- 0.1% 1,091 0.6% 181- 0.1% 708 - 0.4%
515-  0.3% 518- 0.3% 862- 0.5% 516- 0.3% 727 - 0.4% 544-  0.3% 708 - 0.4%
343. 0.2% 518-  0.3% 689 - 0.4% 344- 0.2% 3%4-  0.2% 544 - 0.3% 531-  0.3%
172- 0.1% 518- 0.3% 172- 0.1% 172- 0.1% 182- 0.1% 181 0.1% 77 0.1%
3,778 - 2.2% 3,456 - 2.0% 3,101 - 1.8% 3,093-  1.8% 4,000 - 2.2% 3,628 - 2.0% 3,716 - 2.1%
$ 46,709 - 27.2% | $ 47,514 - 27.5% |$ 51,172~ 29.7% | § 51,725- 30.1% | § 51,995- 28.6% | § 51,702- 26.5% | $ 50,086 - 28.3%
$13,738- 8.0% |$14,341- 8.3% [$10338- 6.0% |$ 4,296- 2.5% |$ 7,817- 4.3% | $ 10,340 5.7% | $ 10,265- 5.8%
$ 1,314 s 174 s 473 s 7128 $ 1,638 s 903 $ 1,109
$ 11,162 $ 9,330 $ 9,132 $ 9,967 s 9,817 $ 8,345 $ 9,734
$ 26,214(526,211) | § 23,845(523,868) | $ 19,943(319,788) | § 14,991(314,359) | $ 19,272(519,181) | § 19,588(519,512) | $ 21,108(321,022)
$ 33,718 $ 40,441 $ 30,817 $ 29,349 $ 30,124 $ 23,453 $ 32,360
2.5 3.1 1.7 4.1 4.1 $ 55 3.9
$ 10,386 $ 9,186 $ 8,633 $ 11,602 $ 10,281 $ 10,564 $ 10,016
$ 3,421 $ 5,307 $ 4,004 $ 4,808 $ 3,393 $ 3,380 $ 3,966
$ 8,174 $ 10,239 $ 7,589 $ 6,509 $ 8,672 $ 8,380 $ 8,633
$ 3.2 $ 3.43 $ 3.2 $ 3.0 $ 284 s 3.55 § .
14,285 18,169 16,254 19,655 13,806 16,076 15,463
$ 46,993 $ 62,308 $ 53,046 $ 59,316 $ 39,144 $ 57,100 $ 48,360
26.7% 36.4% 30.5% 33.4% 21.5% 32.0% 2.5%
s 130 s 137 $ 142 s 133 s 136 s 16l $ 137
64 61 62 66 75 78 69
48 46 49 46 44 50 46
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Table No. 20

Table No. 21

AVERAGE COSTS, MARGINS, AND PROFITS IN 1965 ACCORDING TO THE NUMBER OF PRESCRIPTIONS FILLED DAILY

RECEIPTS $40,000 TO $60,000

RECEIPTS $60,000 TO $80,000

Less than 10 10 10 20 Over 20 Less than 10 10 10 20 20 10 30 Over 30
Prescripti Prescri Prescripti Prescripti Prescripti Prescrip Prescriptions
Daily Daily Daily Daily Daily Daily Daily
6 Pharmacies 24 Ph i 10 Ph 2 Ph. i 28 Ph i 18 Ph i 10 Pharmacies
Soles $ 56,090 - 100.0% | $ 49,159 - 100.0% | § 52,767 - 100.0% | $ 63,424 - 100.0% | $ 70,174 - 100.0% | § 70,817 - 100.0% | $ 73,908 - 100.0%
Cost of Goods Sold 36,515- 65.1% | $ 32,445- 66.0% | $ 31,238 - 59.2% || § 42,621 - 67.2% | $ 45,894 - 65.4% $ 45,748 - 64.6% | $ 42,645- 57.7%
Gross Margin 19,575 - 34.9% 16,714 - 34.0% 21,529 - 40.8% 20,803 - 32.8% 24,280 - 34.6% 25,069 - 35.4% 31,263~ 42.3%
EXPENSES
Proprietor’s or Manager's Solary $ 5216- 9.3% |$ 5604- 1.4% |$ 6,227- 11.8% || § 6913- 10.9% |$ 7,719- 11.0% |$ 7,648- 10.8% |$ 9,165- 12.4%
Employees’ Wages 4319- 7.7% 2,556 - 5.2% 4,380- 8.3% 5,645- 8.9% 6,175 - 8.8% 6,090 - 8.6% 6,652- 9.0%
Rent 1,346 - 2.4% 1,180 -  2.4% 2,163- 4.1% 2,600 - 4.1% 1,754 -  2.5% 1,629 - 2.3% 3,030 - 4.1%
Advertising 673- 1.2% 442- 0.9% 686 - 1.3% 1,395- 2.2% 632- 0.9% 921. 1.3% 1,182- 1.6%
Delivery 337- 0.6% 344- 0.7% 686 - 1.3% 190 -  0.3% 351-  0.5% 496 - 0.7% 1,700 -  2.3%
Depreciation on Fixtures and 617 - 1.1% 836 - 1.7% 1,266 - 2.4% 571-  0.9% 982- 1.4% 850 - 1.2% 739 - 1.0%
Equipment
Heot, Light, Power 505- 0.9% 492- 1.0% 369 - 0.7% 317- 0.5% 561- 0.8% 566 - 0.8% 296 - 0.4%
Taxes ‘ 224 - 0.4% 393- 0.8% 3%9- 0.7% 381- 0.6% 281 - 0.4% 283 - 0.4% 222- 0.3%
Insurance 337- 0.6% 344- 0.7% 369 - 0.7% 127- 0.2% 351-  0.5% 354- 0.5% 517 0.7%
Interest 280 -  0.5% 246 - 0.5% 264 - 0.5% 64- 0.1% 351- 0.5% 354- 0.5% 222- 0.3%
Repair 280- 0.5% 295- 0.6% 211 - 0.4% 190 - 07 211-  0.3% 283 - 0.4% 296 - 0.4%
Telephone 168 - 0.3% 197 - 0.4% 211-  0.4% 317-  0.5% 281- 0.4% 212 0.3% 359 - 0.5%
Bad Debts 56- 0.1% 49 - 0.1% 106 - 0.2% 127 - 0.2% 70- 0.1% 142- 0.2% 148 - 0.2%
Miscelloneous 898 - 1.6% 934 - 1.9% 950 -  1.8% 888 - 1.4% 1,123 1.6% 1,275-  1.8% 1,995- 2.7%
Total Expenses $ 1525 27.2% |'$ 13,912- 28.3% |$ 18,257 - 34.6% |$ 19,725- 31.1% |$ 20,842 29.7% | § 21,103- 29.8% | $ 26,533 - 35.9%
NET PROFIT $ 4319- 7.7% |$ 2802- 57% |$ 3,272- 6.2% [$ 1,078- 1.7% |$ 3438- 4.9% |$ 3,966- 56% |$ 4,730. 6.4%
Add: Other Income $ 84 $ 443 $ 343 s 20 s 439 $ 134 $ 49
Proprietor’s Salary $ 5216 $ 5604 $ 6,227 $ 6913 $ 7,719 $ 7,648 $ 9,165
TOTAL INCOME $_9,619($ 9.689) | $ 8,849( 8,910) | $ 9,842($10,021) |$ 8,011($ 8,025 |s 11,596(511,256) | $ 11,748($11,784) | $ 13,944(313,742)
Value of Merchandise Stock $ 13,743 $ 12,573 $ 12,806 $ 18,543 $ 16,768 $ 17,559 $ 15,656
Annual Rate of Tumover 2.7 2.8 2.7 2.8 2.9 2.8 3.5
Average Value of Fixtures $ 2,250 $ 3,418 $ 9,412 $ 5965 $ 3,776 $ 5,264
Average Accounts Receivable $ 719 $ 2,066 $ 1,488 $ 182 $ 1,889 $ 1,799 $ 2,226
Average Accounts Payable $ 1919 $ 2515 $ 2,298 $ 2,302 $ 4,501 $ 4,468 $ 4,373
Average Price per Rx $ 2.9 $ 2% $ 3.2 $ 379 $ 345 $ 323 $ 3.54
Average Number of Rx 2,794 4,983 10,135 2,882 5,824 8,440 14,665
Averoge Receipts from Rx $ 10,034 $ 16,216 $ 32,419 $ 10,915 $ 20,082 $ 27,295 $ 51,856
Ratio of Rx Receipts to
Total Receipts 17.9% 32.2% 33.2% 17.2% 28.6% 38.5% 70.1%
Cost of Dispensing a Rx $ 125 $ L6 $ 132 $ 136 $ L2 $ 129 $ 44
Number of hours per week
Phormacy was open 55 53 53 64 63 58 62
Number of hours per week
Worked by proprietor 52 48 44 48 55 49 52
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Table No. 22
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Table
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No. 23

AVERAGE COSTS, MARGINS, AND PROFITS IN 1965 ACCORDING TO THE NUMBER OF PRESCRIPTIONS FILLED DAILY

RECEIPTS $80,000 TO $100,000

 RECEIPTS $100,000 TO $125

10 0 20 20 1o 30 30 1o 40 Over 40 10 10 20 20 vo 30 30 1o 40 Over 40
P ipti P riptions P iptions P ipti P ipti Prescriptions P ipti P ipti
Daily Daily Daily Daily Daily Daily Daily Daily
32 Ph i 19 Ph i 9 Ph i 4 Phammacies 16 Ph i 20 Ph ies 23 Pharmacies 11 Phormacies
Sales $ 89,040 - 100.0%|$ 88,913 - 100.0%$ 89,652 - 100.0%|$ 93,350 - 100.0% $108, 622 - IO0.0S $112,045 - 100.0%($116,413 - 100, Oﬂl$||2 917 - 100.0%
Cost of Goods Sold '568 - 66.9%| 56,638 - 63.7%| 54,150 - 60.4%| 58, 530 - 62.7' 72,125 - 66.4% ,622 - 66.6%| 76 ,9‘9 - 66.1% - 58.8%
Gross Margin 29,472~ 33.1%| 32,275- 36.3%| 35,502- 39.6%| 34,820- 37.3 36,497 - 33.6$ 37,423 - 33.4%| 39,464 - 33.9% 46 522 - 4L2%
EXPENSES
Proprietor's or Manager's Salary [§ 7,301 - 8.2%/$ 8,002 - 9.0%$ 8,965- 10.0%/$ 8,495- 9.1%$ 8,473. 7.8%($ 8,852- 7.9% $ 8,964 7.7%|$ 10,614 - 9.4%
Employees’ Wages 8,904 - 10.0% 8,536- 9.6% 9,772- 10.9%| 10,082- 10. 11,080 - 10.2%| 11,429 10.2%| 11,059 - 9.5% 14,792 13.1%
Rent 2,493- 2.8%| 2,223- 2.5% 1,524 1.7% 2334 2 2,607 - 2.4%| 2,689- 2.4% 2,794 2.4% 2,936 2.6%
Advertising 891- 1.0% 889 - 1.0% 896 - 1.0% 1,120 - 1. 1,086 - 1.0% 1,121 1L.0% 1,164 - 1.0% 1,129- 1L0%
Delivery 712 0.8% 711-  0.8% 717-  0.8% 1,027- L. 543 - 0.5% 896 - 0.8% 931- 0.8 565- 0.5%
Depreciation on Fixtures and 1,069 -  1.2%| 978 - L1% 986 - LI% 1,307- L 1,521 - 1L.4% 1,569 - 1.4% 1,164 - 1.0% 1,22- L1%
Equipment
Heat, Light, Power 623-  0.7%) 622- 0.7%| 358 - 0.4% 0.8% 672- 0.6% 698 - 0.6 790 - 0.7%
Taxes 356 - 0.4% 267 - 0.3% 448 - 0.5% 0.3% 448 - 0.4% 466 - 0.4%| 677 - 0.6%
Insurance 356 - 0.4% 355-  0.4%| 448 - 0.5% 0.5% 560 - 0.5% 582 0.5% 677 - 0.6%
Interest 356 - 0.4% 267 - 0.3% 270 - 0.3% 0.7%| 448 - 0.4% 815- 0.7% 565 - 0.5%
Repair 267 - 0.3%| 27- 0. 358 - 0.4% 0.4% 33 - 0.3% 233-  0.2% 226 - 0.2%
Telephone 267 - 0.3% 267 - 0.3%| 270 - 0.3% 0.3% 336 - 0.3% 349 - 0.3% 226- 0.2%
Bad Debts 89- 0.1% 89 - 0.1%| 270 - 0.3% 0.2% 1M2. 0.1% 233 - 0.2%| 452 0.4%
Miscellaneous 1,514-  L.7%| 2045- 2.3%| 1,434- L6% 1.5%| 2,241- 2.0%| 5355- 4.6% 1,807- 1.6%
Total Expenses 25,198 - 28.3% 28.7%|$ 26,716 - 29.8% 30,414 - 28.0% 29.9%|$ 36,698 - 32.5%
NET PROFIT $ 4,274- ABK|S 6,757 $ 8,786- 9.8% 4.0%($ 9.824- B8.7%
Add: Other Income $ 430 $ n
Proprietor's Salary 7,301 8,965 $ 10,614
TOTAL INCOME $ 12,005($12,073) |$_20,509($20,763)
Value of Merchandise Stock $ 19,333 $ 19,039
Annual Rate of Turnover 3.2 3.3
Average Value of Fixtures $ 6,375 $ 7,102
Average Accounts Receivable $ 2,147 $ 2,723
Average Accounts Payable $ 4,786 $ 6,289
Average Price per Rx $ 3.30 $ 3.03
Average Number of Rx 5,826 18,911
Averoge Receipts from Rx $ 19,206 $ 57,276
Ratio of Rx Receipts to
Total Receipts 21.6% 50.7%
Cost of Dispensing o Rx $ 128 $ 1.3
Number of hours per week
Pharmacy wos open 68 66
Number of hours per week
Worked by proprietor 50 48
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Table No. 24

Table No. 25

AVERAGE COSTS, MARGINS, AND PROFITS IN 1965 ACCORDING TO THE NUMBER OF PRESCRIPTIONS FILLED DAILY

RECEIPTS $125,000 TO $150,000 RECEIPTS $150,000 TO $200,000
10 10 20 20 10 30 30 1o Over 40 20 10 30 30 10 40 40 10 50 Over 50
P Prescripti Prescripti Prescripti Prescripti Prescripti Prescripti Prescri
Daily Daily Daily Daily Daily Daily Daily Daily
7 Ph i 19 Ph 6 Ph i 8 Ph i 12 Ph i 31 Ph i 8 Pharmacies 21 Phamacies
Sales $130,221 - 100.0%{$137,225 - 100.0%|$141,204 - 100.0%|$134,000 - 100. 166,418 - 100.0%|$186,732 - 100.0%|$169,123 - 100.0%($177,955 - 100.0%
Cost of Goods Sold 87,769 - 67. 90,431 - 65.9%|$ 90,653 - 64.2%| 81,874 - 61.1%| 110,668 - 66.5%| 126,044 - 67.5% 104,518 - 61.8%| 113,713 - 63.9%
Gross Margin 42,452 - 32. 46,794 - 34.1%| 50,551 - 35.8%| 52,126 - 38. 55,750 - 33.5%| 60,688 - 32. 64,605 - 38.2%| 64,242- 36.1%
EXPENSES s
Proprietor’s or Manager's Salory |$ 8,595 - 6.6%($ 9,469 - 6.9%|$ 11,014- 7.8%|$ 12,998 - 9.7 8,987 - 5.4%|$ 9,897 - 5.3%($ 10,486 - 6.2%|$ 10,499 - 5.9%
Employees’ Wages 12,110- 9. 15,506 - 11.3%| 15,109 - 10.7%| 15,812- 11 21,468 - 12.9%| 22,034- 1.8 22,155- 13.1%| 23,312- 13.1%
Rent 4,427 - 3. 4803- 3.5% 4518- 3.2% 2,546- . 6,158 - 3.7%| 5229- 2.8%| 4,905- 2.9%| 4,805- 2.7%
Advertising 1,693- 1. 1,372- 1.0%| 1,977- 1.4%| 1,072- 0. 1,331- 0.8% 2,801- L5 1,860 - L1%| 3,025- 1.7%
Delivery 781 - 0.6 961- 0.7%| 1,130- 0.8% 938- 0. 832- 0.5%| 1,494- 0. 2,199 - 1.3% 1,246 - 0.7%
Depreciation on Fixtures and 1,563- 1. 1,647 - 1L2%| 1,553- 1.1% 938 - 0.7 1,498 - 0.9% 1,494- 0.8% 1,184 - 0.7% 1,957- 1L1%
Equipment
Heot, Light, Power 1,042- 0. 960 -  0.7% B47 -  0.6% 670 - 0. 832- 0.5% 1,307 - 0. 1,015-  0.6% 890 - 0.5%
Toxes 521. 0. 549 - 0.4%| 1,130- 0.8% 402- 0.3 666 - 0.4% 560 - 0.3 846 - 0.5% 534- 0.3%
Insurance 391- 0.3% 412 0.3% 565 - 0.4% 402- 0. 499 - 0.3% 373- 0.2% 1,184- 0.7% 890 - 0.5%
Interest ! 521-  0.4% 960 - 0.7%| 1,130 - 0.8% 670 - 0. 1,664 - 1.0% 934 - 0.5 507 - 0.3% 534- 0.3%
Repair 391-  0.3% 412-  0.3% 423 - 0.3% 670 - 0.5 666 - 0.4% 747 - 0.4%| 507 - 0.3% 534- 0.3%
Telephone 20 - 0.2% 412 0.3% 423 - 0.3% 402- 0.3 499 - 0.3% 373-  0.2% 338- 0.2% 534 - 0.3%
Bod Debts 130 - 0.1%] 274- 0.2% 141- 0.1% 402- 0. 166 - 0.1% 187 - 0.1% 338- 0.2% 356 - 0.2%
Miscellaneous 2,604 - 20% 2882- 2.1%| 4,660- 3.3% 2,948- 2. 3,062- 1.9%| 4,295- 2.3%| 2,875- 1I%| 4,27)- 2.4%
Total Expenses $ 35,029 - 26.9%|$ 40,619 - 29.6%|$ 44,620 - 31.6%|$ 40,870 - 30.5%|$ 48,428 - 29.1%($ 51,725 - 27.7%|$ 50,399 - 29.8%|$ 53,387 - 30.0%
NET PROFIT $ 7423- S57%|S 6,175- 45%$ 5931. 4.2%|$ 11,256 - 8. 7,322 4.4%|S 8,963 - 4.8%|$ 14,206 - 8.4%$ 10,855 6.1%
Add: Other Income $ 3% $ 1,103 802 $ 1,006 1,074 s 1,592 $ 786 $ 929
Propristor's Salary $ 8,595 11,014 12,998 8,987 s 9,897 $ 10,486 $ 10,499
TOTAL INCOME |$_16,408(515,974)|$ 16,747(316, 811)$ 17,747(317,847) s 25,260($25,208) 17,383($17,282) |$ 20,452($20,082)|$ 25,478($25,762) |$ 22,283($22,324)
Value of Merchandise Stock $ 25,786 $ 24,013 32,628 $ 24,084 30,719 $ 31,491 $ 33,654 $ 33,882
Annual Rate of Tumover 3.7 38 3.0 3.4 3.8 4.1 3.2 3.7
Averoge Value of Fixtures $ 10,252 $ 6,508 13,682 $ 5,849 1,119 s 9,057 $ 9,921 $ 9,948
Averoge Accounts Receivable |$ 2,104 $ 2,662 521 $ 4,448 3,362 s 3,016 $ 4,345 $ 5,648
Average Accounts Payable $ 5951 $ 7,899 5,920 $ 6,627 7,027 s 8,008 $ 11,109 $ 7,865
Average Price per Rx $ 386 $ 3.67 3.32 s 3.20 3.45 s 3.09 $ 347 $ 3.09
Average Number of Rx 6,291 9,345 12,615 19,096 8,864 12,928 16,845 25,284
Averoge Receipts from Rx $ 24,276 $ 34,322 $'s 41,875 $ 61,258 30,618 1 39,130 $ 58,502 I$ 78,144
Ratio of Rx Receipts to
Total Receipts 18.6% 25.0% 29.7% 45.7% 18.4% 20.9% 35.0% 43.9%
Cost of Dispensing o Rx $ 136 $ .43 1.39 P .23 L4 $ 133 $ L4 s 136
Number of hours per week
Pharmacy wos open 69 7 69 60 67 76 67 63
Number of hours per week
Worked by proprietor 47 48 51 48 45 44 44 46
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Table No. 26

AVERAGE COSTS, MARGINS, AND PROFITS IN 1965 ACCORDING TO THE NUMBER
OF PRESCRIPTIONS FILLED DAILY

RECEIPTS OVER $200,000

Dramatic Change in Prescription Pricing
Of the 442 pharmacies reporting Prescription Data 179
or 40.49% reported that their method of prescription

pmml was cost plus professional fee. Manitoba leads all
with Ontario as a close second in acceptance of

Less than 40 40 o 50 50 1o 60 OVER 60 the professional fee method. The statistics are as follows:
Prescriptions P iphi P ripti r ipti
Daily Daily Daily Daily Number Reperting Number Using
50 Pharmacies 14 Pharmocies 9 Phamocies 16 Phamacies e o ke
Manitob 32 27 84.37%
Soles $248,302 - 100.0% | $268,818- 100.0% | $215,819- 100.0% | $264,227 - 100.0% Ontario 125 98 78.40%
Cost of Goods Sold 171,328 - 69.0% 178,226 - 66.3% 138,987 - 64.4% 160,122 - 60.6% :"""‘ Columbia :} f: g}g:
Gross Morgin 76,974 - 31.0% 90,592 - 33.7% 76,832 - 35.6% 104,105 - 39.4% New Brunswick 2 4 18.18%
EXPENSES Quebec 9 1 1L11%
Proprietor’s or Monoger's Salary | § 10,925- 4.4% | $13,979- 5.2% | $ 13,597- 6.3% | $ 12,947 4.9% Saskatchewan 70 5 7.14%
Employees’ Woges 30,045 - 12.1% 36,828 - 13.7% 27,193 - 12.6% 41,219 - 15.6% Nova Scotia 32 1 3.12%
Rent 8,690 - 3.5% 8,602- 3.2% 4,964 2.3% 6,342 2.4% Others ] 9
Advertising 3,725- 1.5% 4,032- 1.5% 3021-  14% 4,228 1.6% Canada 442 179 40.49%
Delivery 1,986 -  0.8% 1,882 0.7% 1,205  0.6% 3,699 - 1.4%
Depreciation on Fixtures and 1,738 - 0.7% 2,419- 0.9% 2,590 - 1.2% 2,907 - 1L1% o LB o e Byl el
Equipment i thod. See Table No, 37.
Heat, Light, Power 1,738 - 0.7% 1,076 - 0.4% 1,295 0.6% 1,321 0.5% b e e e
‘Toxes 97 0.2% 806- 0.3% 863- 0.4% 793.  0.3%
Insurance 497 - 0.2% 1,076 - 0.4% 647 - 0.3% 1,321-  0.5% Where Prescriptions Were Filled
Interest 1,490 - 0.6% 806 - 0.3% 432-  0.2% 1,321 0.5% 2
Repair 1,241-  0.5% 806 - 0.3% 432.° 0.2% 528- 0.2% m:m.m SNSRI W 5, TRy
Telephone 497- 0.2% 806 - 0.3% 432 0.2% 793 0.3% b
Bod Debts 248- 0.1% 29- 0.1% 647 - 0.3% 528- 0.2% 68.4% were filled in independent pharmacies
Miscelloneous 4,966 - 2.0% 4,570 - 1.7% 4,101 - 1.9% 7,134 - 2.7% 18.5% were filled in chain pharmacies
Totel Expenses $68,283- 27.5% | § 77,957- 29.0% | § 61,509 - 28.5% | § 85,081 32.2% 72% were filled in ,,...,...d.. in shopping ,...,,
NET PROFIT $ 8,691- 3.5% | $12635- 47% | $15323- 7.1% [ $19,024- 7.2% : S S
Ak b Moo s 2,407 s 2,974 s 303 s 1819 s, el .y - "
Proprietor's Salary $ 10,925 $ 13,979 $ 13,597 $ 12,947 8.9% were filled at an average price of $3.24 in
TOTAL INCOME $ 22,023($21,799) | $ 29,588(528,693) | $ 29,223(528,322) | $ 33,790($31,420) Towns havng only e pharmacy
Vaolue of Merchandise Stock $ 40,640 $ 46,016 $ 39,499 $ 41,521
Annval Rate of Turnover 4.4 5.4 3.6 3.9 Dispensary Size and Location
Averoge Value of Fixtures $ 11,107 $ 13,533 $ 13,066 $ 13,208 dispensary size in square feet and also the
Average Accounts Receivable $ 3,985 $ 6,853 $ 9,525 $ 9,992 average value of the dhpcunry':\vemory is set forth by
Averoge Accounts Payable $ 11,265 $ 14,337 $ 13,879 $ 24,488 provinces in Table No. 34, The average size of a dis-
Averoge Price per Rx 3. 2 $ 360 $ 3.3 $ 348 pensary in Canada is 190 square feet and the average in-
Average Number of Rx 13,126 16,271 20,204 33,662 ventory in the dispensary is $7,187.
Averoge Receipts from Rx $ 42,202 $ 58,583 $ 66,652 $117,092
Ratio of Rx Receipts to
Total Receipts 17.0% 21.8% 30.9% 44.3% Saluckes of Empleyed Fharmachis
Cost of Dispensing o Rx $ L34 $ 143 E $ 155 Sal d ph range from below
Nomber of M‘::,,.* $5,000 to over $10,000. One hundred llnd“ﬂftsy’%
Pharmacy wes open n L 65 76 and 144 received between $7,001 and $8,000, that is 298
Number of hours per week of the 599 ph 49.7% 5 e
Worked by proprietor 42 a7 53 3 $6,000 and $8,000. Twenty-three point nine percent re-
ceived less than $6,000 while 26.4% received over $8,000.

*Net Profit per Doller i d in
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Table No. 27

COMPARISON OF PHARMACIES ACCORDING TO LOCATION,
OWNERSHIP, AND PRESCRIPTION VOLUME

ok = and (3) ratio of receipts to total receipts.
ki 46 Ph i 21 Ph i F w Gross' margin is highest in pharmacies in build-
“-L " -‘L',“' in in [Prescription Recsipts ings. Gross margin is higher in pharmacies under inde-
P Shopping Plazas(Medical Buildings Over 40% pendent ownership than chains or pharmacies in shopping
Total Receipts plazas. Ph ies with p P receipts above 40%
Soles $124,593 - 100.0%($203,233 - 100.0% 194,301 - 100.0% $113,886 - 100.0%|5112,364 - 100.0% | o ':."M"""’"m"; g g denged e St
Cost of Goods Sold 80,985 - 65.0%| 137,589 - 67.7%| 130,959 - 67.4% 64,801 - 56.9%| 67,980 - 60.5% | of location or type of hip
Gross Margin 43,608 - 35.0%| 65,644 - 32.3% 63,342 32, 49,085 - 43.1%| 44,384 - 39.5% Rent is highest in medical building 1 b
EXPENSES plazas come second, chains third, and independents the
Proprietor’s or Manoger's Salary |§ 10,466 -  8.4%($ 10,162 5.0%($ 10,881 - 5.6%($ 12,300 - 10.8%|$ 10,899 - 9.7% | lowest. Since the 33.8% of pharmacists who own their
Employees’ Wages 12,584 - 10.1%| 25,608 - 12.6%| 23,510 - 12.1%| 13,780- 12.1%| 12,135- 10.8% are among the independents part of the lower rent
Rent 3,240- 2.6% 7,113- 3.5% 7,772- 4. 5011- 4.4% 3,146- 2.8% | Situation is attributable to the fact that many do not im-
Advertising 1,371 1% 2,845- 1.4% 1,749- O. 1,481 - l.nﬁ 1,461 - 1.3% m';'l‘;m :;"“' pharmacy operation and in fact
Delivery 2= 0. 2,032- 1. 1,166 - 0.6 2,278- 2.0%| 1,124- 1.0%
Depreciation on Fixtures and 1,620- 1.3%| 1,423. 0. 217 - 1.3 1,367 - 1.2% 1,461- 1.3% Net Profit, both percentagewise and dolhmu' is higher
Equipment mthcmdefndnu.ﬁnmchnu shopping plaza
with
;1..., Light, Power 872- 0.7% 1,423- 0.7% 1,166- 0. 342- 0. 862 0.5% | O al receipts have the bighen net M“““"“m"”w“_
axes 498 - 0.4% 610 - 0.3% 777- 0.4 455.  0.4% 62 08% | contuiewies snd dollrwise refloctag the apparent fiet that
Insurance 623- 0.5% 406- 0.2% 777 - 0.4 455 0.4% 674-  0.6% Saaiasis rbacluaens s than merch
Interest 498- 0.4% 1,423- 0.7% 1,3%0- 0.7 569 - 0.5% 449 - 0.4% | dising activities.
Repair 498 - 0.4% 813-  0.4% 583 - 0.3% 228 - 0.2% 337 0.3% ;
Telophone | 374- 03% 406 0.2% 583. o 5o B e - e | e e e e e L
Bad Debts 125- 0.1% 406- 0.2% 194-  0.1% 228- 0.2% B35 - “02% | for aoseonismstsly the sme number of dolists. Homever,
Miscelloneous 2,367 - 1.9% 5,487 - 2.7% 3,886 - 2.0%)| 2,847 -  2.5% 2,248 -  2.0% the ratio of prescription receipts to total receipts in chains
Total Expenses $ 36,008 - 28.9%|S 60,157 - 29.6%|$ 56,541 - 29.1%|$ 41,796 - 36.7%|$ 35,732 - 31.8% ;d 1¢ plazas is only 20-:;% as against 32.1% '3:
NET PROFIT $ 7,600 6.1%(S 5487- 2.7%|$ 6,801- 3.5%($ 7,289 6.4%/S 8,652- 7.7% v evopdh i
Add: Other Income s 577 E 1,883 s 1,694 s 183 s a4 s STy b T Pt
Proprietor’s Salary S 10,466 10,162 $ 10,881 $ 12,300 $ 10,899 = 3 B s i & 2
TOTAL INCOME $ 18,643($17,055)$ 17,532($17,879)/$ 19,376($19,168)|$ 19,772(319,470)|s 19,896(318,772) dits. e o B o $0tal. seosipts Bot aly earn. higher
Value of Merchandise Stock $ 24,564 $ 33,467 $ 34,431 $ 18,611 $ 21,720 net profits both percentagewise and dollarwise than chains
Annual Rate of Turnover 3.4 4.2 4.0 3.8 3.3 and shopping plaza pharmacies but they are able to do this
Average Value of Fixtures $ 7,306 $ 11,102 s 11,812 $ 7,081 S 6,546 on inventories approximately $12,000 lower.
Average Accounts Receivable |$ 3,827 2,567 $ 3,685 $ 3,829 $ 3,757
Average Accounts Payable $ 7,302 $ 9,348 $ 12,617 $ 7,005 $ 6,252
Average Price per Rx s 3.35 s 3.2 3.40 $  3.42 s 3.36
Average Number of Rx 11,736 12,546 12,048 19,479 17,619 Population Sine
Average Receipts from Rx $ 39,351 40,478 41,052 $ 66,589 $ 59,262
Rotio of Rx Receipts to 186 or 31.2% are in population centres of less than 5,000
Total Receipts 32.5% 20.0% 20.1% 61.7% 52.7% 100 or 16.8% are in population centres from 5,000 to
Cost of Dispensing o Rx 5 131 1.39 1.41 $ 146 $ 135 20,000
Number of hours per week 70 or 11.8% are in population centres from 20,000 to
Pharmacy was open 65 74 71 64 61 100,000
Number of hours per week 210 or 35.3% are in population centres from 100,000 to
Worked by proprietor 50 Q 49 46 49 1,000,000

29 or 49% are in population centres over 1,000,000
(Toronto and Montreal)
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Table No. 28
DISTRIBUTION OF REPORTING PHARMACIES BY SALES VOLUME
Soles Saoles Sales Sales Sales Sales Sales Sales
BELOW $40,000 o $60,000 o $80,000 to $100,00 to $125,000 to $150,000 to OVER
$40,000 $60,000 $80,000 $100,000 $125,000 $150,000 $200,000 $200,000
Newfoundlond lor 1.0% lor L7% Tor 0.9%
Prince Edword Island lor LI1% 20r  2.5% 20r 2.0% lor 1L0% lTor 0.9%
Nova Scotia 20r 4.0% 20r  2.3% dor 5.0% 21 or 21.0% 20r 3.4% Tof 7.2% Tor 6.6%
New Brunswick 20r 4.0% dor 4.6% 7or B.6% S5or 5.0% lor 1.0% 9or B8.5%
Quebec Jor 3.5% 20r  25% 3or 3.0% 20r 3.4% Jor 3.1% lTor 0.9%
Ontario Sor 357% 14 or 28.0% 30 or 34.5% 350r 43.2% 24 or 24.0% 26 or 44.0% 29 or 28.9% 28 or 26.5%
Manitoba lor 7.1% Sor 12.0% Bor 9.2% Tor B8.6% Tor 7.0% Jor 5.1% Sor 5.2% lor 0.9%
Saskatchewan 4or 28.6% 1Mor 22.0% 4or 16.1% 1Bor 16.1% 16 or 16.0% Bor 13.6% 1Bor 13.4% Bor 7.6%
Alberto 20r 14.3% Mor 22.0% 18 or 20.7% 7or B8.6% 16 or  16.0% Zor 11.9% 10 or 10.3% 20r 19%
British Columbia 20r 14.3% 4or B8.0% 7or 8.0% dor 4.9% Sor 5.0% 10 or  16.9% 29 or 29.9% 48 or 45.3%
Conoda (total) 14 or 100.0% 50 or 100.0% 87 or 100.0% 81 or 100.0% 100 or 100.0% 59 or 100.0% 98 or 100.0% 106 or 100.0%
Percentage Relationship to
Number of Replies:
1 2.4% 8.4% 14.6% 13.6% 16.8% 9.9% 16.5% 17.8%
1964 2.7% 8.2% 17.8% 15.6% 14.3% 1% 18.3% 12.0%
2
0
§ Table No. 30
3 Table No. 29 1965 PHARMACEUTICAL SURVEY
e .
2 GEOGRAPHICAL DISTRIBUTION OF REPORTING PHARMACIES OP 35S Gt PHENIAGIES
-4 - AND COMPARISON WITH 476 IN 1964
z ercentage of
m Number of | P 9 Number of | Ph i P ge of
i Phamocies of all Phormocies| Reporting Replies to 1964 1965
> in Conade | Pharmacies | Reporting |to Phamacies all Number of prescriptions
f 5 Di Pl e 10,962 11,904
§ in 1965 in Canada | in Province | in Province Reporting Av::: :‘.r‘i::'w r
% | Newfoundlond 74 1.5% 4.0% 0.5% Prescription « . cccovvvann $ A3 $ 332
3 | Prince Edward Island 2 0.5% 7 2.1% 1.2% Average Price per REPEAT
: Nove Scotia 185 3.7% 45 24.3% 7.6% Prescriptions ...........| $§ 3.2 $ 335
7 New Brunswick 106 2.1% 28 26.4% 4.7% Ratio of Prescription Receipts
5 Quebec 1,277 25.3% 14 1.1% 2.3% to Total Receipts ....... . 27.4% 28.7%
Z | Ontario 1,787 35.5% " 10.6% 32.1% Average Receipts from
2 | Monitobe 301 6.0% 38 12.6% 6.4% Prescriptions . ..........| $36375 $39,585
T T - N7 6.3% 87 27.4% 14.6% Own Building + . vvvvvnnnnn 37.8% 33.8%
i Alberto 484 9.6% 73 15.1% 12.3% Individual Proprietorships . ... 38.9% 36.5%
= | British Columbio 478 9.5% 109 22.8% 18.3% Partnerships . . ... .00 4.8% 4.9%
% | Conoda (Total) 5,033 100.0% 595 11.8% 100.0% Corporations . ...ovvuenan 55.9% 58.3%
s BRPPE S e ssssuns sbannnes 0.4% 0.3%
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Table No. 31 Table No. 33 §
®
& NET PROFITS EARNED BY 595 CANADIAN PHARMACIES IN 1965 ‘.}‘g. g&mw
< FTE SUMMARY
2 GEOGRAPHICAL DISTRIBUTION OF PROFITS AND LOSSES of
s Profit Profit Profit Profit Total Ve | s )
; LOSS less than 2% 1o 5% of 5% 1o 10% of Over 10% of No. in 1951 49 3 60,862 342,664
§ 2% of Soles Sales Sales Sales Province 19; 250 1601 44,756
" Newfoundiand Tor 33.7% 2 or 66.7% 3 oo = Ly B
B Peinen Bdwerd tlond lTor 143% |  20r 28.6% 4or 57.1% 7 } o o8 | 33%e:
955 ¥ ‘
-4 Nova Scotia 6 or 13.3%" Tor 22% 16 or 35.5% 11 or 24.5% 11 or 24.5% 45 1956 463 83,650 56,799
e e lor 3.5% 4or 14.3% 8 or 28.6% 15 or 53.6% 28 o4 Frr &
= 958 510 " 66,
F 4 Quebec lor -7.4% 5o0r 35.7% 6 or 42.9% 2or 14.9% 14 959 511 103,079 68,857
Z | Ontario 20r126% | ldor 7.3% | 4lor21.5% | 670r35.0% | 45o0r 23.6% 191 et o e | v
Z | Manitobs Jor 7.9% Sor 13.2% 10 or 26.3% 110r 28.9% 9 or 23.7% 38 962 511 111,684 74
§ Saskatchewan 1 or 12.6% Sor 5.8% 9 or 10.3% 32 or 36.8% 30 or 34.5% 87 963 €00
z | Aberrs Tor 9.6% 8 or 11.0% 8or 11.0% 29 or 39.7% 21 or 28.7% 73 1965 P4 o
Z | British Columbia Bor 7.3% 20r 1.8% 71 or 65.1% 14 or 12.9% 14 or 12.9% 109 P =
2 Conado - total 60 or 10.1%**| 360or 6.1%**| 1650r27.7%**| 18) or 30.4%** | 153 or 25.7%** 595 Gross or o
Z | Canodo - total 1964 | 480r 10.1%**| 47 or 9.9%** | 134 0r28.1%** | 150 or 31.5%** | 97 or 20.4%**| 476 Yoo Nocgin Sdwy
£ 951 (518,198 - 29.9% |$ 3,652 Q
B * % of Total Reporting from Province 952 | 18,845 - 2”5 ’.gg. a
H ** % of Total Number of Pharmacies Reporting }:a g:gg, ;1: |: 5978 =]
@g 24,848 - 31.5% | 6,415 1]
b4 g,lsn - 33’2‘.‘5: 7,027 - ~
z ) Table No. 32 o o W
: 4 -
£ DISTRIBUTION OF PROFITS AND LOSSES BY SALES VOLUME 1962 ]
963
Profit Profit Profit Profit Total No. s v
Loss less than o Shof | 5% 10 10% Over 10%of | in Soles &
2% of Soles Soles Sales Sales Category Yeor Rent Exy (9]
Below $40,000 6 or 42.8%" 4 or 28.6%" 2 or 14.3%* 2 or 14.3%° 4 99151800 5 LBeIele A =
$40,000 10 $60,000 7 or 14.0% 9 or 18.0% 5 or 10.0% 14 or 28.0% 15 or 30.0% 50 933 | 1806, 23%| 201 % “
$60,000 1o $80,000 10 or 11.5% 9 or 10.3% 13 or 15.0% 35 or 40.0% 20 or 23.0% 87 954 | 1.804. 2.4% | 20,259 - 26.5% | 3
$80,000 10 $100,000 | 9or 1L1% | 7or 8.7% Vor17.3% | 260r32.1% | 250r 30.9% 81 e ol S A 1 L B G
$100,000 1o $125,000 | 7 or 7.0% d4or 4.0% 26 or 26.0% 34 or 34.0% 29 or 29.0% 100 957 '227 - 2.4% | 25,428 - 27.4% | 4,732 5.0%
$125,000 10 $150,000 | 3or 5.1% 3or 5.1% 4 or 23.7% 21 or 35.6% 18 or 30.5% 59 e It Tl R e
$150,000 1o $200,000 | 10 or 10.2% lor 1.0% 37 or 37.8% 26 or 26.5% 24 or 24.5% 98 960 ‘774 - 2.6% | 30,300 - 28.4% | 5,334 - 5.0%
Over $200,000 Bor 7.5% 3or 2.8% 52 or 49.1% 23 or 21.7% 20 or 18.9% 106 %61 | Z764- Z2e%| 3003 29.0% | 49%6- 47%
Total 1965 60 or 10.1%** | 36 or 6.1%* | 165 0r 27.7%**| 181 or 30.4%** | 153 or 25.7%** | 595 963 | 3140 2.7% | 34,073-29.3% | 5,466 47%
Toral 1964 480r 10.1%** | 47 or 9.9%** | 134 or 28.1%** | 150 or 31.5%** | 97 or 20.4%**| 476 | 1965 199 L 2 | 40157 - 29.0m | 77545 S.6%
* % of Total in Sales Cotegory
** % of Total Number of Pharmacies Reporting §
N
o
—
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Table No. 34
AVERAGE SIZE OF DISPENSARY IN SQUARE FEET AND AVERAGE SIZE OF DISPENSARY INVENTORY
511 PHARMACIES REPORTING
Sales Sales Sales Soles Sales Soles Sales Saoles Average
BELOW $40,000 to $60,000 1o $80,000 to $100,000 to $125,000 to $150,000 1o OVER for

$40,000 $60,000 $80,000 $100,000 $125,000 $150,000 $200,000 $200,000 Province
sq f s sq. fr. s sq f s sq fr s sq fr s sq fn s sq. fr s sq fr s
Newfoundland 140 - § 5,200 250 - $10,000 195 - § 7,600
Prince Edward Island 150 - $ 8,000 145 - § 4,325 160 - $ 4,817 400 - $19,000 100 - $14,000 180 - § 8,469
Nova Scotia 196 - $16,436 330 - $14,850 241 - $ 9,235 197 - $ 6,600 122-§ 7,480 180 - $ 6,508 197 -8 9,179
New Brunswick 196 - § 7,522 202 - § 4,407 128-§ 9,718 171 -8 7,269 200 - $15,600 353- % 8,625 243 - § 8,254
Quebec ' 303 - $ 8,000 270 - § 7,404 270 - § 6,282 250 - $11,600 278 - § 7,819
Ontario 117-§ 3,200 106 - § 3,559 167 - § 4,923 172- § 6,625 168 - § 6,986 192. 8 7,504 194 - $12,142 293 - $16,713 182-§ 8,176
Manitoba 236 - $ 4,070 207 - § 3,906 153 - § 3,200 294- 8% 9,125 162 - § 3,651 117 - § 4,000 216 - § 4,935
Saskatcheweon 97-§ 3,782 152- % 3,975 151- 8§ 7,174 177 - $ 6,007 226 - % 7,938 192-% 6,776 178 - $ 6,337 169 - § 9,375 178 - § 6,658
Alberto 234- 8 4,954 88 -§ 3,643 222-8 5975 346 - § 5,949 149 - § 4,448 135-8 7,735 239 -8 8,220 68 - § 5,000 192.% 5,978
British Columbia 173 - § 3,900 270 - § 3,600 150 - § 4,320 178 - § 5,262 175- 8§ 6,226 177 - $ 6,799 175-% 7,237 180 - § 6,906
Caonada ~ Total 132-§ 7,783 143 - § 4,346 187 - § 5,325 195- § 6,444 200 - $ 6,964 179 - § 6,860 187 - § 8,803 210 - § 9,307 190 - § 7,187
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Table No. 35

RELATIONSHIPS OF PHARMACIES TO POPULATION BY PROVINCES AND OTHER SELECTED DATA

Avernge Type of Ownership of Reporting Pharmacies Average Prescription Price in Selected Cities
Ne Numb Shuschar ob
Population* of of Persons | "';‘l" Partmer | Limited | Own Fmases M v
Ph cists** | Ph [ per '.:“ sy i ships | Companies| Building Reporting- “;‘"'"'"

Province Phamacy s City Rx Data Hee
Newfoundland 498,000 140 74 6,730 3 1 Vancouver 67 $3.09
Prince Edword Island 108,000 28 24 4,500 3 1 3 4 Edmonton 9 $3.50
Nove Scotie 761,000 245 185 4,113 n 34 15 Calgary 10 $3.60
New Brunswick 623,000 165 106 5,877 9 3 16 9 Regina [ $3.36
Quebec 5,657,000 3,079%** 1277 4,430 13 1 8 Saskatoon 15 $3.13
Onterio 6,731,000 4,309 1,787 3,766 89 n 9 60 Winnipeg 16 $3.26
Manitoba 962,000 623 301 3,196 22 2 14 24 Kitchener-Waterloo 4 $3.75
Saskatchewan 951,000 639 3 3,000 34 5 46 42 London 10 $3.60
Alberta 1,451,000 814 484 2,997 2 5 @ 2% | Torento 21 $3.37
British Columbio 1,789,000 1,268 478 3,742 7 1 101 12 Montreal 3 $3.98
Yukon & N.W.T. 40,000 Halifax 19 $3.28
Conoda 19,571,000 11,310 5,033 3,888 217 2 347 201
* De B of § , June 1965 ** Reported by Provincial Registrors *** Estimated
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Table No. 36
SALARIES OF EMPLOYED PHARMACISTS IN CANADIAN PHARMACIES IN 1965
Under $5,000 - $6,001 - $7,001 - $8,001 ~ $9,001 - Over
SALARY RANGE $5,000 $6,000 $7,000 $8,000 $9,000 $10,000 $10,000 Total
Newfoundland 1- 100.0% 1-100.0%
Prince Edward Islond 3- 60.0% 2- 40.0% 5 - 100.0%
Nova Scotic 15- 22.4% 19- 28.3% 14- 20.9% 9- 13.4% 7- 10.5% 1- L5% 2- 3.0% 67 - 100.0%
New Brunswick 7- 18.9% 10- 27.0% 8- 21.7% 6- 16.2% 2- 5.4% 4- 10.8% 37 - 100.0%
Quebec 1- 1.2% 3. 33.3% 2- 22.2% 3. 33.3% 9 - 100.0%
Ontario 18- 11.3% 10- 6.3% 21- 13.1% 40 - 25.0% 16 - 10.0% 22- 13.7% 33- 20.6% 160 - 100.0%
Manitoba 2- 1.2% 2- 1.2% 7- 25.0% 3- 10.7% 2- 1.2% 7. 25.0% 5- 12.7% 28 - 100.0%
Saskotchewan T 00.7% 13- 18.0% 12- 16.7% 19 - 26.4% 9- 12.5% 4- 56% 8- 1.1% 72 - 100.0%
Alberta 7- 14.3% 12- 24.5% 18- 36.7% 10 - 20.4% 2- 4% 49 - 100.0%
British Columbia 9- 53% 5- 3.0% 72- 42.1% 51- 29.8% 26 - 15.2% 4. 2.3% 4- 2.3% 171 - 100.0%
Total 66 - 11.0% 77 - 12.9% 154 - 25.7% 144 - 24.0% 62 - 10.4% 40 - 6.7% 56 - 9.3% 599 - 100.0%
Table No. 37
COMPARISON OF SELECTED DATA OF PHARMACIES ON PROFESSIONAL FEE AND ALL OTHER PHARMACIES
PROFESSIONAL FEE
METHOD
BRITISH NEW ALL
ALBERTA COLUMBIA MANITOBA BRUNSWICK ONTARIO SASKATCHEWAN CANADA |

Total Sales $ 1,484,685 $ 2,208,390 $ 2,426,234 $ 779,99 $ 8,600,813 $ 140,776 $15,640,888

Number of Prescriptions 108,197 190,900 228,557 100,277 649,624 27.092 1,304,647

Prescription Receipts $ 391,635 $ 648,139 $ 762,041 $ 372,941 $ 2,269,330 $ 85412 $ 4,529,498

Prescription Price $ 3.62 $ 3.39 $ 3.33 $ 3.72 $ 3.49 $ 3.15 $ 3.47

Cost of Dispensing $ 1.30 $ 137 $ 127 $ 1.40 $ 1.36 $ 1.26 $ 1.32

Ratic of Prescription

Receipts 1o Total Receipts 26.4% 29.3% 31.4% 47.8% 26.3% 60.6% 28.9%

ALL OTHER METHODS

Total Scles $ 3,859,927 $16,293,917 $ 698,040 $ 2,526,503 $ 7,413,261 $ 9,844,600 $45,350,842

Number of Prescriptions 359,122 1,077,102 71,47 4 634, 22,883 3,957,27°,

Prescription Receipts $ 1,262,356 $ 3,386,422 $ 264,803 $ 1,144,419 $ 2,192,712 $ 2,649,152 $12,967,510

Prescription Price $ 3.51 $ 3.14 $ 3.70 $ 3.59 $ 3.46 $ 3.21 $ 3.27

Cost of Dispensing $ 1.30 $ 1.37 $ 127 $ 1.40 $ 1.36 $ 1.26 $ 1.32

Ratio of Prescription

Receipts to Total Receipts 32.7% 20.7% 37.9% 45.3% 29.5% 26.9% 28.6%
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MINUTES OF PROCEEDINGS

THURSDAY, January 26, 1967.
(41)

The Special Committee on Drug Costs and Prices met this day at 11.10
o’clock a.m. The Chairman, Mr. Harry C. Harley, presided.

Members present: Mrs. Rideout, Messrs. Brand, Forrestall, Harley, Howe
(Hamilton South), Howe (Wellington-Huron), Hymmen, Isabelle, Mackasey,
MacLean (Queens), Rynard, Yanakis—(12).

In attendance: From the Food and Drug Directorate, Department of Na-
tional Health and Welfare: Dr. R. A. Chapman, Director-General, Food and
Drugs; Mr. M. G. Allmark, Assistant Director-General, Drugs; Dr. A. C. Hard-
man, Director, Bureau of Scientific Advisory Services; Mr. A. Hollett, Director,
Bureau of Operations; Dr. L. Levi, Chief, Pharmaceutical Chemistry Division.

Also in attendance; Mr. A. M. Laidlaw, Q.C., of Ottawa, Legal Counsel for
the Committee.

The Chairman presented the Third Report of the Subcommittee on Agenda»
and Procedure as follows:

“The Subcommittee recommends:

1. That the submission received a few days ago from The Canadinn
Drug Manufacturers on the subject matter of Sales Tax on Phar-
maceutn_:als be received and made part of the Committee’s record, but that

the Chairman, Mr. Leslie L. Dan be not required to appear again before
the Committee.

2. That Mr. Orlikow’s Motion be tabled until the Committee has seen

the comprehensive report Mr, Blakely, Accountant for the Committee, is
preparing at the present time.”

On motion of Mrs. Rideout, seconded by Mr. Isabelle, the 'l'h:u'd Report of
the Subcommittee was adopted. (See Appendix A)

Agreed, That copies of the submission mentioned in paragraph (1) be
distributed to the members.

On motion of Mr. Howe (Hamilton South) seconded by Mr. Forrestall,

Resolved,—That reasonable living and travelling expenses be paid to Mr. J.
K. Lawton, Ph. C., of Halifax, who was called to appear on Monday, January 23,

1967, and to Dr. Irwm M. Hxlhard M. D., F.R.C.P. (¢), of Toronto, who has been
called to appear on Friday, February 3, 1967

Mr. Brand, being unavoidably absent at last Monday’s meeting when the
Canadian Pharmaceutlcal Association, Inc. presented a supplementary brief,
reglstered strong objections to certain statements contained in the brief whlch,

in his opinion, were grossly inaccurate. He referred particularly to some of the
comments about the prescribing of physicians.

1981
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Dr. Chapman was called. He introduced the other members of the Direc-
torate and made introductory remarks. Dr. Chapman tabled the following docu-
ments, a copy of which was distributed to the members:

1. Summary of Data on Drugs including
(a) A Comparative Survey of Quality of Brand Name and Generic Drugs,

Domestic and Imported, 1965;

(b) Table of Drugs Analyzed for the Department of Veterans Affairs,

1965 and 1966;

(c) Drug Recalls Involving Food and Drug Directorate, June 1965 to

January 1967;

(d) Convictions Registered Against Drug Manufacturers, 1963 to 1966;
(e) Instances of a Significant Hazard to Health Involving Pharmaceutical
*  Products, 1959 to 1966.

2. Some observations on Drug Control in Europe.

3. An Examination of Trifluoperazine Tablets marketed in Canada.

4. Copy of correspondence relating to the question of the ‘“new drug”
status of Trifluoperazine, and to the recommendations of the Hilliard
Committee in this regard.

Agreed—That the above information be printed as part of the proceedings.
(See Appendices B, C, D, and E)

Dr. Chapman read a prepared statement which was also distributed to the
members, and was questioned thereon. He was assisted by Dr. Levi and Dr.
Hardman.

At 1.30 p.m., the Committee adjourned until 7.00 o’clock this evening.

EVENING SITTING
(42)

The Special Committee on Drug Costs and Prices reconvened at 7.15 p.m.
The Chairman, Mr. Harry C. Harley, presided.

Members present: Messrs. Brand, Forrestall, Harley, Howe (Hamilton
South), Howe (Wellington-Huron), Hymmen, Isabelle, Mackasey, MacLean
(Quem), O’Keefe, Yanakis—(11).

In attendance: Same as at the morning sitting.

Mr. Hollett supplied answers to questions asked at the morning sitting.

Agreed—That the following correspondence be printed as appendices to this
day’s proceedings: .

1. Letter dated January 9, 1967, to Mr. Laidlaw, Legal Counsel for the
Committee, from Mr. Guy Beauchemin, Executive Vice-President of the Phar-
maceutical Manufacturers Association of Canada, supplying information request-
ed previously; (See Appendix F')

2. Letter dated January 12, 1967, from Mr. R. G. McClenahan, Barrister, to
the Chairman of the Committee, re: Submission to Micro Chemicals Limited,
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Gryphon Laboratories Limited and Paul Maney Laboratories Canada Limited;
(See Appendix G)
3. Letter dated January 10, 1967, to the Chairman of the Committee from

Mr. C. A. Nowotny, Assistant Secretary of Hoffman-LaRoche Limited. (See
Appendix H).

Dr. Chapman was questioned at length. He was assisted by Mr. Allmark, Dr.
Levi, and Mr. Hollett.

On behalf of the Committee the Chairman thanked the officials of the Food
and Drug Directorate.

At 10.00 o’clock p.m. the Committee adjourned to the call of the Chair.

TuUESDAY, January 31, 1967.
(43)

The Special Committee on Drug Costs and Prices met this day at 1.15 o’clock
p.m. The Chairman, Mr. Harry C. Harley, presided.

Members present: Messrs. Forrestall, Harley, Hymmen, Isabelle, Mackasey,
MacLean (Queens), Orlikow.

In attendance: From the Food and Drug Directorate, Department of Na-
tional Health and Welfare: Dr. R. A. Chapman, Director-General, Food and
Drugs; Mr. M. G. Allmark, Assistant Director-General, Drugs; Dr. Jeffrey Bi-
shop, Chief, Medicine and Pharmacology Division; Dr. L. Levi, Chief, Phar-
maceutical Chemistry Division; Mr. K. M. Render, Chief, Field Programme
Division.

Also in attendance: Mr. A. M. Laidlaw, Q.C., of Ottawa, Legal Counsel for
the Committee.

The Committee resumed the examination of the officials of the Food and
Drug Directorate.

Dr. Chapman was called. He read an opening statement about the Recalls,
Convictions and Health Hazards.

He answered questions about Appendix IV, Convictions Registered against
Drug Manufacturers, and commented on Appendix V, Instances of a Significant
Hazard to Health involving Pharmaceutical Products.

Dr. Levi answered questions on disintegration and dissolution tests.

Dr. Chapman was further questioned.

The Chairman thanked the officials of the Food and Drug Directorate on

behalf of the Committee and at 2.20 o’clock p.m. the Committee adjourned until
9.30 a.m. Friday, February 3.

Gabrielle Savard,
Clerk of the Committee,
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EVIDENCE
(Recorded by Electronic Apparatus)

THURSDAY, January 26, 1967.

The CHAIRMAN: Ladies and gentlemen, we have a quorum.

There are some matters of an administrative nature which we would like to
dispose of first.

Dr. R. A. Chapman, the Director-General of the Food and Drug Directorate,
is here to present to this meeting a great deal of evidence and documentation
that the Committee has asked for in one form or another.

First of all, the Steering Committee on Agenda and Procedure has the
honour to present its Third Report. We held a meeting on Thursday, Janu-
ary 19.

Your subcommittee recommends:

That the submission received a few days ago from the Canadian Drug
Manufacturers on the subject matter of sales tax and pharmaceuticals be
received and made part of the Committee’s record, but that the chairman,
Mr. Leslie L. Dan, be not required to appear again before the Committee.

This is a submission by Mr. Dan’s group, suggesting an alternative method
of dealing with the federal sales tax. What it is actually is for the government to
retain the federal sales tax but to keep the money separate and to use it for
setting up a drug institute.

I will see that each member gets a copy. It will become part of today’s
record.

Secondly, we have Mr. Orlikow’s motion that asks for detailed financial
statements from drug companies to be tabled until the Committee has seen the
comprehensive report of Mr. Blakely, the accountant for the Committee, which
was being prepared at that time and which is now completed. I would suggest
that we continue to table Mr. Orlikow’s motion.

When members of the Committee have a chance to read Mr. Blakely’s
report, which I now have in my possession I think they will find that Mr.
Orlikow’s motion is not necessary to the work of the Committee. He sought a
detailed financial statement from many drug companies. I think Mr. Blakely,
in a general way, has been able to give us the same information that Mr.
Orlikow’s motion would have done.

May we have a motion for the adoption of the Steering Committee’s report?

Mrs. RipEOUT: I so move.

Mr. IsABELLE: I second the motion.
The CHAIRMAN: All in agreement? Opposed?
Some hon. MEMBERS: Agreed.

1985
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The CHAIRMAN: The next item is the recommendation by Mr. Forrestall
that the Committee ask Mr. Lawton from Halifax to appear with the Canadian
Pharmaceutical Association; and it was also recommended by Mrs. Rideout and
Dr. Raynard that Dr. Hilliard be called. As the Committee has asked both of
these people to appear as individuals I think that the Committee should pay
their reasonable travelling and living expenses. Is that a reasonable sug-
gestion?

Dr. Howe (Hamilton South): I so move.

Mr. MACKASEY: Was he here the other evening?

The CHAIRMAN: It was Mr. Lawton who was here the other evening, Dr.
Hilliard will be appearing before the committee on Friday, February 3. Are
there any opposed?

Some hon. MEMBERS: Agreed.

The CHAIRMAN: Ladies and gentlemen, we will now move on to the business
part of today’s meeting.

We have with us today Dr. Chapman, the Director-General of the Food and
Drug Directorate, Department of National Health and Welfare.

Mr. BRAND: Mr. Chairman, before we continue I would like to make a very
brief statement in view of the fact that I was unable to be here on Monday
night because of matters beyond my control. Because of the airlines and the
weather and what have you I was stuck in “Toronto the Good.”

An hon. MEMBER: Hear, hear.

Mr. BranD: I put that comment in parentheses. Since I did not have an
opportunity to comment at that time on the supplementary brief of the Canadian
Pharmaceutical Association I would like to place on the record the strongest
possible objection to some of the statements made therein. I regret very much
that I did not have an opportunity to challenge the obvious inaccuracies and
deliberate falsehoods which are present in this brief. I would like to place this on
the record now, particularly in view of some of the comments about the pre-
scribing of physicians and because no attempt made by this group to show that
they were other than with the angels in their comments. Some of the explan-
atory comments on the type of prescribing done by physicians are absolutely
inaccurate and I trust that they knew they were so.

The CHAIRMAN: Are you referring to Appendix 3?

Mr. BRAND: Yes; 3, Appendix I believe. This is grossly inaccurate, and I do
not think I can let this pass without making these comments.

I have no intention of commenting at all on some of the other inaccuracies in
the brief, including the net profits of the pharmacists, which vary in their brief
from 4.8 to 5 per cent to 7 per cent to .06 per cent, and each of them declared as
being the profit of a pharmacy; but I did want to register that objection most
strongly. I would, indeed, welcome the opportunity at some future time to bring
these gentlemen back and to question them on where they got these figures and
why they included them in this report. Thank you.

The CHAIRMAN: All right.
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Dr. Chapman, I know, and as I mentioned, has brought a great deal
of data and information that has been discussed on one way or another before
the Committee.

If there is some question about the best way to proceed with this material,
Dr. Chapman also has a statement, and perhaps the best thing to do would be for
him to tell the Committee what material he has brought with him and we can
distribute it as we go along and allow questioning on it.

Dr. Chapman, would you care to make a few remarks before we stand?

Dr. R. A. CHAPMAN (Director-General, Food and Drug Directorate, De-
partment of National Health and Welfare): Yes; thank you very much, Mr.
Chairman. I may say that my colleagues and I are very pleased indeed to be
with you this morning.

If I can introduce the other members of the directorate, I have with me Mr.
M. G. Allmark, Assistant Director-General, Drugs; Dr. L. Levi, Chief of our
Pharmaceutical Chemistry Division; Mr, A. Hollett, Director of our Bureau of
Operations; and Dr. A. C. Hardman who is Director of our Bureau of Scientific
Advisory Services. I am sure that these gentlemen, will be in a position to fill in
the details that I may not be able to supply. After having read through the
various briefs and the proceedings of your meetings I have prepared a relatively
short statement. I felt that this might be helpful to you because I believe I have
covered the most important areas that have been discussed, as they relate to the
activities of the Food and Drug Directorate.

In addition to the statements I have a summary of data on drugs which we
had available in the Food and Drug Directorate and which I felt might be of
interest to the Committee. For example, we carried out a comparative survey of
the quality of brand name and generic drugs, both domestic and imported, for
1965. We have a table of the drugs analyzed for the Department of Veterans
Affairs for 1965, and a portion of 1966: drug recalls involving the Food and Drug
Directorate, June 1965 to 1967; convictions registered against manufacturers,
1963 to 1966; and instances of significant hazards to health involving phar-
maceutical products. In this latter case we have gone back to 1959 up to the
present. I should be pleased to table that material if the Committee wishes.

An hon. MEMBER: I move that it be tabled, Mr. Chairman.

Mr. MACKASEY: Mr. Chairman, is that all the material Dr. Chapman has?
The CHAIRMAN: No.

Mr. CuapMmaN:No; I have additional material.

At one stage in our deliberations a request was made, I believe, by Mr.
Mackasey, for the tabling of a report on some observations on drug control in
Europe. I pointed out at that time that this was a document which had been
presented in confidence to the Canadian Drug Advisory Committee. The words
“in confidence” did not indicate that it was a highly confidential document but
that it was not intended for publication. At this point I would certainly wish to

ap_ologize if I in any way cast any reflection on the integrity of any member of
this Committee. That was certainly not my intention.

I have asked the authors of that report to go through the document and to
remove any statements which might prove of embarrassment to individuals, or
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to the Directorate, or, as a matter of fact, to the agencies in the countries they
visited. The authors did this and then presented it to me. I have read through
this second draft and I believe it contains all the substance of the original report.
I should be pleased to table that document if the Committee so wishes.

Mr. MACKASEY: As a point of information, what you are saying then, Dr.
Chapman, is that the only difference in the two drafts is the deletion of the
names of particular individuals who helped you in your study, which names
would add nothing to our knowledge. You have left them out to avoid embar-
rassment or betraying their confidence?

Mr. CHapMAN: That is correct. There have been some editorial changes
made, too.

Mr. MACKASEY: But they do not change the content?
Mr. CHapMmAN: No.

Mr. MAckASEY: I would hope, Mr. Chairman, that we could have that
particular document in our hands as soon as possible because it could be very
relevant, if not to this meeting, to the next.

The CHAIRMAN: All of these documents will be given to you this morning.

Mr. MACKASEY: Mr. Chairman, again, because this could be a very fruitful
discussion with Dr. Chapman, is it our intention to limit Dr. Chapman’s appear-
ance to just this morning?

The CHAIRMAN: No; I am sure that if the Committee so wishes Dr. Chap-
man would be pleased to come back again. I am sure there will be many
questions.

Mr. MAckASEY: Could we have Dr. Chapman back again today?

The CHAIRMAN: If that is possible and if we can find the facility.

You mean you would like to have a little time to peruse some of the
documents and then come back this afternoon?

Mr. MACKASEY: Yes; particularly on this one document, so far as I am
concerned.

The CHAIRMAN: We will wait and see how the meeting progresses this
morning. Dr. Chapman?

Mr. CHAPMAN: There has been a good deal of discussion with regard to .the
analysis of trifluoperazine tablets marketed in Canada. Our Pharmaceutical
Chemistry Division has carried out an exhaustive study of these various prod-
ucts, and we have a complete report which I would like to table.

Mr. Howe (Hamilton South): Mr. Chairman, does this particular document
contain comparatives of S.K.F. and Paul Maney's specifically, because I ha.ve a
series of questions I wish to ask you on this. These could conceivably be avoided,
or cut down, if this document contains these comparisons.

The CHAIRMAN: Yes, I think it has. What T suggest is that perhaps we should
let Dr. Chapman go through his own information and we can come back and deal
with the documents one at a time.
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Mr. Howe (Hamilton South): Mr. Chairman, I asked only because it was
current at this particular moment, and to get clear what is in the documents. I
am in favour of our—

The CHAIRMAN: Would you care to tell Dr. Howe?

Mr. Howe (Hamilton South): I am not asking for specific figures, Dr.
Chapman. I just want that information.

Mr. CHAPMAN: The scope of the investigation includes the products of four
companies. Smith Kline and French, Stelazine; Mowatt & Moore, Clinazine; Paul
Maney Laboratories, Triflurin; and Jules R. Gilbert, Triperazine.

Mr. Howe (Hamilton South): Thank you, Dr. Chapman.

Mr. CHAPMAN: We also have photocopies of correspondence which Mr.
Robert F. Dailey of Smith Kline and French, in a letter to the Chairman,
suggested he would be pleased to have tabled, relating to the question of the new
i drug status of trifluoperazine and particularly Stelazine. We will of course, be
1 ;{ pleased to table this correspondence if the Committee so desires.

4 I feel, however, that in order to give a complete picture we should also table
l additional correspondence including a letter from Dr. W. W. Wigle, President of
i PMAC to the Minister in June 1966; a second letter by Dr. Wigle also to the
. Minister; a letter from Frederick R. Hume, Q.C. to Robert E. Curran, Q.C., July
E 12, 1966; a letter of D. S. Thorson, Assistant Deputy Minister, Department of
¥} Justice, to Mr. R. E. Curran, Q.C. in September 1966; a letter of Mr. R. E.
& Curran, Q.C. to Frederick R. Hume, Q.C. on October 20, 1966; and then, finally,

the letter from Mr. Hume to Mr. Curran in October 1966. It would seem to me
that this would then give the complete picture with regard to the situation

1 relating to the new drug status of trifluoperazine and the recommendations of
: the Hilliard committee in this regard.

Mr. Howe (Hamilton South): Can you identify Mr. Curran for me?

Mr. CaapMAN: Mr. Curran is legal counsel for the Department of National
Health and Welfare.

The CHAIRMAN: Thank you, Dr. Chapman.

Ladies and gentlemen, this is the documentation that Dr. Chapman has

brought with him. I think it is very obvious that this should become part of
today’s record of proceedings. Is it agreed?

Some hon. MEMBERS: Agreed.

R AR = = R o

The CHAIRMAN: Does the Committee wish to receive this documentation one
item at a time and go through them, or just to have general questioning.

Mr. Howe (Hamilton South): May I make a suggestion? With this unex-
pected amount of documentation it is going to be very difficult for the members
of the Committee to question intelligently, at a glance, within committee. I am
sure that a large number of the questions I have are going to be answered by
these documents. Are we not, therefore, going to be repeating ourselves by
asking questions the answers to which may be contained in this documenta-
tion? Perhaps we should have time to peruse and consider these documents
before we continue with questioning at this time?
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Mr. MAckASEY: Mr. Chairman, in support of Dr. Howe’s remarks, I would
very much like to have an opportunity to scrutinize the documents closely.
However, in order that we can carry on this meeting and make use of the time
between this meeting and another later in the day, perhaps Dr. Chapman, who is
no doubt very familiar with the documents, could tell us what questions are
fairly well answered in the documents. That might prevent our asking questions
that normally we might not ask. I think we could trust Dr. Chapman’s judgment
on whether the information is best obtained from the documents or from his
explanation. But I do agree with Dr. Howe.

The CHAIRMAN: I think perhaps the best course at the moment would be for
Dr. Chapman to read the statement he has, to have general questioning and
then perhaps recess and come back after lunch, if that is possible. By that time
Committee members—

Mr. Howe (Hamilton South): I think that is too soon, Mr. Chairman. Could
we not meet later than that? We have the House sitting at 2.30 this afternoon.
Even leaving it till after that still does not give us the opportunity to do justice
to this amount of documentation. I think it should be later on this afternoon or
evening so that we have time to do justice to this.

I hardly think that Dr. Chapman can be expected to know everything that
is in this documentation, because I am sure he did not prepare it all, and that
some of it was prepared for him.

The CHAIRMAN: In all fairness to Dr. Chapman, I also think that Mr.
Mackasey’s suggestion, that he would be able to say whether the answers are in
the documents, is expecting too much of Dr. Chapman.

Mr. CuapMmAN: I think, Mr. Chairman, that if I read the statement, or go
through it and indicate the highlights, as you wish, this would indicate the areas
that I try to cover, and I could, at the appropriate stage, indicate the information
that is in the additional documents.

Mr. MackaseEY: That is fine.

Dr. Howe: I think this should constitute our morning meeting and that we
should have time before we ask,—

The CHAIRMAN: When we have finished that aspect of it we can decide
when we will meet later.

Mr. CHAPMAN: Dr. Harley would you like to distribute these documents that
are now available?

The CHAIRMAN: All right.

Mr. Howe: Do these contain the other documents that you were speaking of.

Mr. CHAPMAN: With the exception of the correspondence. I did not know, of
course, whether or not the Committee would wish to have this correspondence
tabled. I have just one set of the correspondence that I would propose to table,
and I would be pleased to speak to that.

Mr. Howe: Does this contain all these specific figures that you were speaking
of, or are they in a separate appendix?

The CHAIRMAN: I suggest that we distribute all the documents that we have
at this point.
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Mr. CHAPMAN: The documents will consist of my statement: the report on
some observations on drug control in Europe, by Mr. Allmark, Dr. Levi and Mr.
Ferrier; a summary of the data on drugs available in the Food and Drug
Directorate; and, finally, the report on the examination of trifluoperazine tablets
marketed in Canada.

Mr. MACKASEY: Mr. Chairman, in view of the fact that, very properly, these
documents are being distributed to the press—and I emphasize that they should
be—would I be out of order if I suggested that the same courtesy be extended
to Judge Thorson and other people who will follow these deliberations, such as
PMAC who, I think, are represented here by Dr. Wigle?

There is nothing secret about it. The press are getting it, as they should and
the members have it. Am I wrong in making this suggestion?

The CHAIRMAN: I am not sure what is the feeling of the members of the
Committee. It is a question of the copies that are available.

Mr. CHAPMAN: I think we have about 35 copies of each of these documents.

Mr. MACKASEY: Mr. Chairman, there are present representatives of the
group that perhaps are unfairly labelled as generic firms—and I say “unfairly”
because they are part of an industry—and there is also present the president of
the PMAC. Perhaps we could limit the distribution to these two.

The CHAIRMAN: Has anyone any objection to Mr. Mackasey’s suggestion, as
far as the distribution will allow?

If everyone has all the documents Dr. Chapman can go through his state-
ment and give us the highlights without actually quoting the figures, and
perhaps it would be possible for the Committee members to follow it.

Mr. CHAPMAN: Thank you, Mr. Chairman.

I propose to confine my remarks to a few essential points which I believe
would be of interest to you and which I hope may clarify some of the concepts

relating to the Food and Drugs Act which may have become slightly distorted
during your hearings.

As my Minister, the Honorable Allan J. MacEachen, pointed out in his
opening remarks on June 7, the basic federal legislation governing the produc-
tion and distribution of drugs in Canada is the Food and Drugs Act. The purpose
of this legislation is to protect the Canadian consumer from hazards to health
and fraud in the sale of foods, drugs, cosmetics and medical devices. It is based
on the authority of the federal government to legislate on eriminal matters. It is
essentially a prohibitive Act. It does not instruct or request pharmaceutical
manufacturers or distributors to perform certain duties or functions. It does
require that such manufacturers and distributors ensure that the provisions of
the Act and Regulations are not violated in the sale of their products. Further-

more, the Act does not provide authority to regulate, in any way, the price of
drugs.

Now, having said that, there is no doubt the requirements of the Food and
Drugs Act and Regulations contribute to the cost of drugs. At the same time, I
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consider these requirements essential in order to reduce the hazards involved in
the use of drugs to the lowest practicable level. I am sure that reputable
manufacturers of pharmaceutical products consider it necessary to meet these
requirements as a minimum to ensure the quality, efficacy and safety of their
products. However, I also consider that our regulations should be reviewed at
regular intervals to ensure that no unnecessary obstacles are being placed in the
way of the pharmaceutical industry and at the same time to strengthen any areas
where additional hazards have become apparent. I shall refer to a number of
such areas later in this statement.

Some of the most important and basic requirements of the Food and Drugs
Act are to be found in Section 9 (1), with which I am sure you are all familiar.
It reads:

9. (1) No person shall label, package, treat, process, sell or advertise
any drug in a manner that is false, misleading or deceptive or is likely to
create an erroneous impression regarding its character, value, quantity,
composition, merit or safety.

You will note that there is no requirement that a drug must be “safe”. There
is a requirement that no person shall sell a drug in a manner that is likely to
create an erroneous impression in regard to its safety and other specified
characteristics. The provision of positive assurance to the physician, pharmacist
and consumer that all drugs on the market are always of high quality, safe and
effective for the purpose recommended, would indeed be an ideal situation. But
the number of pharmaceutical products on sale in Canada makes the attainment
of this ideal situation completely impracticable. It is estimated that there are
between 25,000 and 30,000 different drug preparations in a wide variety of
dosage forms on the Canadian market, produced by approximately 500 phar-
maceutical manufacturers. No information is available on the number of lots or
batches of each drug produced each year by each of these firms. It is clearly
evident, however, that it would require many times the present resources of the
Directorate to conduct limited tests on each lot of drugs to confirm compliance
with label claims alone. Therefore, under our present legislation which does not
limit the number of pharmaceutical products which may be placed on the
market, the responsibility for the quality, efficacy and safety of a drug must rest
with the manufacturer.

With this introduction, I would like to outline the action we have taken or
propose to take to ensure that manufacturers are fully meeting these respon-
sibilities:

1. Establishment, Food and Drug Directorate

During the past two years we have significantly improved our capacity to
maintian an adequate surveillance of drugs on the market as well as to evaluate
new drugs. We have also developed a plan to increase our resources over the
next ten years. The establishment of the Directorate for 1964, 1966, and project-
ed figures for 1970 and 1975, are shown in Table I

Y o YO
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I will not read the table. The table follows:

TABLE 1
Establishment, Food and Drug Directorate, 1964-1975
Year
1964 1966 1970% 1975
Senior Management ........... 10 10 10 10
Research Laboratories ......... 148 182 302 430
Bureau of Scientific Advisory

Services ...\ s e analai PO 18® 76 131 189
Bureau of Operations .......... 315 401 736 835
Narcotic Division .......ccceess 57 63 76 85
Consumer Division .....cccesas 10 12 20 25
Administrative Services ........ -3 | 76 117 159
du: ¢ 1| i oy, 604 820 1,392 1,733

@ Projected figures.
® Division of Medicine only.

A five and ten year plan for the operation and expansion of the Food and
Drug Directorate to cover current responsibilities, for the period 1965 to 1975 as
outlined in Table I, was approved in principle by the Treasury Board in August,
1965. However; the Board requested that this expansion be extended over a
period of twelve years. Thus, the projected expansion will be extended to 1977.
This is the reason, of course for the error in the years that I made in my first
draft.

The Bureau of Scientific Advisory Services, which has as a major resoonsi-
bility the review of preclinical and new drug submissions, was established in
July, 1965. Therefore, the figure opposite this unit for 1964 includes only the
Divisicn of Medicine, and you will note that that are 13 positions. A building

programme to provide the necessary facilities in Ottawa for this expansion is in
the initial planning stage.

2. Regulatory Actions

During 1965, the Directorate carried out the following actions in relation to
pharmaceutical products. I wish to emphasize that these data relate only to drugs
and do not include our work on foods, cosmetics or medical devices. Furthermore
the list is incomplete. ‘

(a) 16 prosecutions were conducted in which convictions were registered
with fines totalling $1,865;

(b) 77 seizures of drugs with a value of $14,822 were initiated;
(¢) 176 seizures of drugs with a value of $21,542 were disposed of;

(d) voluntary disposal of 86 lots of drugs with a value of $238,673 was
supervised;

(e) 2,733 samples were examined in our laboratory for quality control
aspects, e.g. identity, potency, weight variation and disintegration
time;

(f) 3,677 labels, cartons, inserts and circulars were reviewed;
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(g) 6,873 radio and television commercials were scrutinized;

(h) 18,820 advertisements were reviewed;

(i) 2,853 proprietary medicines were licensed;

(j) 72 new drug submissions, 45 major supplemental submissions and 87
preclinical submissions were cleared;

(k) since February, 1965 approximately 5,000 reports of suspected ad-
verse reactions to drugs have been evaluated.

The necessary regulatory action was taken in those instances where there
was a violation of the requirements of the Act or Regulations.

I should emphasize, however, that this was not necessarily prosecution
action; but some action was taken. In many instances it required only that the
matter be drawn to the attention of the particular manufacturer or distributor.

I might add here that our budget for 1965-66 was approximately $5.5
million. We consider that approximately 40 per cent of our resources are devoted
to the control of drugs; and this works out to a per capita cost of approximately
11 cents. In 1966-67, the budget was $6.7 million and the cost has gone up to 13
cents per person. The Canadian public, in my opinion, are receiving a very good
return on this investment.

3. Drug Notification

In line with the recommendation of this Committee in its Fifth Report, the
Food and Drug Regu'ations were amended in May, 1966 to require the manufac-
turers of drugs to provide the Directorate with information on all their products.
These data include

(a) the name and address of the manufacturer;

(b) the name under which the drug is sold;

(¢) the use or purpose for which the drug is recommended;

(d) a quantitative list of the medicinal ingredients contained in the drug
by their proper names or, if they have no proper names, by their
common names; and

(e) the recommended dosage of the drug.

Such information must also be provided under these same regulations within
thirty days of the initial sale of a drug by a manufacturer. Information must also
be provided when a manufacturer withdraws a drug from the market or changes
its formulation or recommended dosage or use. These regulations which went
into effect on October 1, 1966 also apply to any person who imports a drug into
Canada. These data when fully collated should provide us with a complete
picture of the drugs on the Canadian market at any time.

4. Imported Drugs
We believe that our regulations relating to imported drugs could be im-
proved. At the present time under Section C.01.055, the Director-General “may
require” information regarding the conditions of manufacture and certain testing
to be carried out in Canada. We believe that it should be mandatory
(a) to have available in Canada information and evidence that the condi-
tions of manufacture prescribed in C.01.052 have been met and that,
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i (b) each lot or batch of drug in dosage form has been tested in Canada by
i an acceptable method to ensure identity, potency and purity for its
i recommended use, or evidence is available in Canada that the drug
has been adequately tested in the country of origin.

These proposals are also in accord with Recommendation 10 of the Report of
the Hilliard Committee which reads as follows:

Distributors receiving bulk, semi-finished or finished drug products
from outside Canada must provide satisfactory evidence of testing of the

imported drug with regard to identity, purity, and potency before mar-
keting such drugs in Canada.

5. Adequate Directions for Use

At the present time, the Food and Drug Regulations require that the label of

a drug carry “adequate directions for use.” However, this phrase has not been

defined in the regulations. It is proposed to recommend that “adequate directions
for use” be defined as follows:

All information, including such cautions and warnings as may be neces-

sary for the proper and recommended use of the drug and shall include: —

(i) subject to Section 3 of the Act (this relates to schedule A diseases)
indications for use;

(ii) an indication of the route of administration;
(iii) the recommended single and daily dose.

This definition should provide more effective control over the information
given on the labels of drugs or the package inserts.

6. Definition of a New Drug

This matter was considered by the Hilliard Committee which recommended
(Recommendation 5):

That the definition of a new drug be amended to include a drug not
currently in new drug status if it is to be manufactured or produced by a
method or process that is substantially different from the method or
process currently being used in Canada; or if with prolonged use, new or
more serious or more frequent side effects, develop.

We consider that the first portion of this recommendation may already be
covered under our present definition, i.e. a drug that has not been sold in Canada
for a sufficient time and in sufficient quantity to establish its safety and effec-
tiveness. However, it is proposed to clarify this point when the New Drug

Regulations are amended in line with the recommendation of the Boyd Com-
mittee.

There was a question as to whether authority was provided in the Act to
define as a new drug, a pharmaceutical product “if with prolonged use, new or
more serious or more frequent side effects, develop.” This was referred to the
Department of Justice who ruled that “the Governor in Council has no authority
under the Food and Drugs Act to make a regulation to include in the definition of
a new drug an old drug if previously unknown serious adverse reactions develop
from its use.” Nevertheless officers of the Directorate believe that the intent of

the Hilliard Committee in this regard can be achieved by requiring that regula-
25520—2
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tions along the following lines be adopted—and we have this authority under
section 24 of the Act, which states that the Governor in Council may make
regulations relating to the condition of sale of a drug.

(a) that no manufacturer shall sell a drug unless he has established and
maintained records including adequately organized and indexed files
containing full information respecting any
(i) substitution of another substance for that drug or any mixing of

another substance with that drug,
(ii) error in the labelling of that drug or in the use of labels designed
for that drug,
(iii) bacteriological or any significant chemical or physical or other
change or deterioration in any lot of that drug,
(iv) failure of one or more distributed lots of that drug to meet the
specifications established for that drug,
(v) adverse reaction associated with the use of that drug, and
(vi) unusual failure of that drug to produce its pharmacological ac-
tivity.
It is intended that the information contemplated under subparagraphs (i) to
(iii) should be furnished immediately upon receipt by the manufacturer and
within fifteen days for the information referred to in subparagraphs (iv) to (vi).
These proposals are now under consideration by the Department of Justice.
I should emphasize that point, because we are not absolutely certain that we
have the authority to make these regulations. However, if it is found that we
have, then we would recommend that regulations be adopted along these lines.

7. Drug Sold by a Manufacturer for the First Time

The Directorate also has under consideration a regulation requiring that a
drug manufacturer who intends to market a drug for the first time in Canada
which has previously been marketed by others and is in old drug status, must
supply certain basic information including the manufacturing process, specifica-
tions, methods of analysis and a quantitative list of all ingredients. At the
present time a drug manufacturer may place a drug on the market without
taking any such action except for the limited information required within thirty
days under the Drug Notification Regulations. This proposal is also included in
the draft amendments currently under review by the Department of Justice.

In the Briefs submitted to the Committee, or during the questioning of
witnesses, there have been numerous statements made which may have given a
misleading impression of the authority and activities of the Directorate. It would
not be possible for me to refer to all these points. In fact, it is probably
unnecessary since the members of this Committee already have a very good
background in this field and can, no doubt, assess the accuracy of these com-
ments.

However, a number of statements have been made which are definitely
incorrect. I believe it would be wise to draw these to your attention:

1. Minutes of Proceedings and Evidence, No. 5—Submission by Pharmaceutical
Manufacturers Association of Canada, page 312, paragraph 11.9

Crucial in this regard is the decision by the Food and Drug Direc-

torate whether a particular product still has the status of a ‘New Drug.’ If
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the product is still a ‘New Drug,’ then the licensee must meet the exten-
sive scientific requirements of a new Drug Submission; if it is not, then
the controls which the FDD can exercise are very limited. Because of this
technical difference, a very potent drug, one which the originating manu-
facturer is still subjecting to clinical tests because of significant side
effects, would be treated as a comparatively innocuous substance.

It is not correct to say that if a product is not considered to be a new drug
“then the controls which the FDD can exercise are very limited” and that it
“would be treated as a comparatively innocuous substance.” In fact, the full
force of the Food and Drugs Act and Regulations, other than those regulations
pertaining specifically to new drugs, would apply including authority to place
the drug on Schedule H which would completely prohibit its sale.

If less drastic action were required, and in most instances this would be the
case, such action as placing the drug on Schedule G (controlled drugs) or
Schedule F (prescription drugs) could be taken. Furthermore, all requirements
of the Act and Regulations including those pertaining to manufacturing facilities
and controls, labelling including any required warning statements, packaging
and advertising, would be applicable.

2. Minutes of Proceedings and Evidence, No. 12—Statement by Dr. H. L. Smith,
Vice-President, Ayerst, McKenna and Harrison Limited, pages 855 and 856

The point, I think, which, perhaps, a lot of people do not realize is
that you can have a drug on the market today, say, in England, which is
being freely marketed and used by the medical profession, which is not
still on the market in Canada because we have to repeat just about all the
pharmacology, all the toxicology, all the clinical investigations and gen-
erally a lot more before we can market that here. Therefore, even though
it is on the market in England today, it may be three to four years before
we get it on the market in Canada; and we bear all of these costs.

This statement is not correct. Reports of clincial and toxicological studies
conducted outside Canada have always been accepted in new drug submissions.
The extent and the quality of the work, rather than its country of origin, form
the basis for judging its acceptance.

It is true that a statement indicating that a drug is on the market in another
country is not accepted as evidence of compliance with the regulations governing
new drugs in Canada nor should it be—and I would like to emphasize that. It is
also true that we encourage manufacturers to carry out some of their investiga-

tional work in Canada, but they are not required to do so by any regulation
under the Food and Drugs Act.

3. Minutes of Proceedings and Evidence, No. 17—Brief Submitted by the Con-
sumers Association of Canada, page 1173

Twenty-three brands of phenylbutazone tablets were tested for po-

tency, content uniformity, disintegration and dissolution characteristics.

Five, or 21.7 per cent, failed to meet existing specification. Three others

were classified by the researcher as unsatisfactory. One was faulty enough

(the product delivered little phenylbutazone to the blood) to constitute an
absolute hazard to health.
25520—2}
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This statement was based on the results of a survey carried out under the
supervision of Dr. M. Pernarowski, Associate Professor, Faculty of Pharmacy,
University of British Columbia. Dr. Pernarowski was formerly head of the
Pharmaceutical Chemistry Division of the Directorate. He is a well-qualified and
highly competent pharmaceutical chemist. Since the report of this study has not
as yet been published, I discussed this matter with Dr. Pernarowski to determine
the background for his statement.

He provided me with the following information:

(i) two products assayed less than 95 per cent potency,
(ii) one product did not meet the disintegration time of 60 minutes,
(iii) two products did not meet the content uniformity requirements of the
National Formulary,
(iv) five products did not, in Dr. Pernarowski’s opinion, meet a dissolution
test, and
(v) three products did not, in his opinion, meet requirements for adequate
availability.

Dr. Pernarowski stated that he was looking at these products from the point
of view of a control chemist in a reputable pharmaceutical firm and it was from
this point of view that he considered them unsatisfactory. Since he is thoroughly
familiar with the Food and Drug Regulations he agreed that we would probably
only be in a position to take regulatory action against three of the products, i.e.
the two that were low in potency and the one which did not meet the require-
ments for disintegration.

I, therefore, asked our Bureau of Operations to obtain samples from these
three companies and Dr. Pernarowski gave me their names, to be examined in
our Pharmaceutical Chemistry Division, Research Laboratories. The report
which I received stated that the two products which were low in potency had not
been on the market for more than a year. A sample from current production of
the product which failed the disintegration test in Dr. Pernarowski’s study,
—incidentally, the lot, from current production was not from the same lot
which Dr. Pernarowski examined,—was found to meet specifications for potency
(102.3 per cent) and disintegration time averaged 38 minutes. Our requirement
is 60 minutes.

In summary, I can only say that we were unable to confirm Dr. Pernarow-
ski’s results and, therefore, cannot agree with his conclusions.

4, Minutes of Proceedings and Evidence, No. 18—Brief Submitted by Dr. Alan S.
Davidson, pages 1263 and 1264, paragraphs 4.9 and 5.0
I do not think I need to read these two statements.
(The above mentioned statements follow)

4. Minutes of Proceedings and Evidence, No. 18—Brief Submitted by Dr. Alan
S. Davidson, pages 1263 and 1264, paragraphs 4.9 and 5.0
(a) Monase, para. 4.9, page 1263
Dr. Davidson states that “Monase was marketed by Upjohn of Canad.a as a
new treatment for psychosomatic disorders—with no substantiating evidence

other than four uncontrolled clinical reports ... and a host qf unpublished
testimonials.” Furthermore, he indicated that the drug’s chemical class was
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misrepresented, the advertising contained a misleading and spurious bibliogra-
phy and it was marketed before adequate efficacy and safety testing had been
carried out.

Dr. Davidson, of course, did not have access to the New Drug Submission on
Monase submitted by the Upjohn Company of Canada and, therefore, is in no
pos