Preferred Provider Networks in the Employer-Sponsored Drug Insurance Sector
A consultation by the Ministry of Finance to assess the impacts of pharmacy Preferred Provider Networks on Ontario’s employer-sponsored drug insurance sector. 
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[bookmark: _Toc175306501]Executive Summary  
 
The Ministry of Finance (MOF) is consulting on the role of Preferred Provider Networks, also referred to as Preferred Pharmacy Networks (PPNs), in Ontario’s employer-sponsored drug insurance sector. Key topics of interest include the effect of PPNs on cost, accessibility, and quality of care, including but not limited to speciality medicine. The government is seeking to assess whether policy intervention is needed or appropriate with regards to PPNs in Ontario. 


In the context of employer-sponsored drug insurance, a PPN is an agreement between an insurer and one or more pharmacy operators. This agreement offers discounted premiums and/or co-pays in exchange for exclusive or preferential access for the pharmacies. Employers who sponsor drug benefit plans may opt for plans which use PPNs to reduce the cost of premiums (for employers) and/or co-pays (for employees). This is especially useful for expensive specialty medicines, although it means employees might have limited choices regarding where they can get their prescriptions filled. 

While definitions vary, specialty medicine is generally understood to mean high-cost medications used to treat less common but serious illnesses.[footnoteRef:2] Due to the nature of specialty medicine, there are clear and stringent criteria for their procurement, handling, storage, and administration. Specialty medicine accounts for a large and growing portion of pharmaceutical spending in Canada.[footnoteRef:3] [2:  While price ranges for what is considered specialty medicine vary, $10,000 – the threshold used by MemberRx (see Frequently asked questions - MemberRx)– is the lowest in-use threshold identified by MOF. Other definitions identify specialty medicine as drugs which cost over $100,000 per year (see OPA Position on Any Willing Provider Legislation in Ontario | Ontario Pharmacists Association (opatoday.com)).  ]  [3:  Per Ontario Public Drug Programs data for FY2023/24, the 200 drugs that cost over $10,000 annually per consumer accounted for 0.4% of claims but 31% of drug spending, covering a total of 0.3% of recipients in Ontario. This is similar to the Canadian Life and Health Insurance Association’s finding that, as of 2022,  while 1% of their members’ pharmacy benefits claims involved specialty medicine, such drugs accounted for 27% of drug spending nationwide according to the Canadian Life and Health Insurance Association (CLHIA Statement on PPNs). ] 


A PPN can be categorized as open or closed depending on how exclusive its terms are. In an open PPN, any pharmacy willing to meet the terms set out by an insurer may participate. In a closed PPN, only pharmacy operators contracted or enrolled by an insurer may participate. 

PPNs may also be classified as mandatory or voluntary depending on whether plan members can choose to participate. In mandatory PPNs, customers are not covered at non-network pharmacies (i.e., they will likely receive zero co-pay or reimbursement for any drug purchase from a non-network pharmacy). In voluntary PPNs, customers may access medicine at non-network pharmacies but may face higher co-pays as a result of purchasing from a pharmacy operator outside the PPN.  

Currently, the insurance regulatory framework does not outline any specific requirements regarding PPNs that an insurer may offer in Ontario. While existing regulations under the Pharmacy Act[footnoteRef:4] prohibit limitations on consumers’ choice of pharmacy without their prior consent, this does not affect PPNs, as consumers are required to provide the requisite consent when enrolling in benefits plans. The Insurance Act does not contain any provisions regarding PPNs. [4:  O. Reg. 130/17 (Professional Misconduct and Conflict of Interest) made under the Pharmacy Act, 1991. ] 

This consultation aims to obtain input from diverse stakeholders to help the government better understand the role of PPNs in Ontario’s pharmacy benefits sector, learn about the advantages and disadvantages of closed and mandatory PPNs, and assess if any government action is required.
[bookmark: _Toc175306502]Overview of Key Elements  
 
This consultation paper is structured into five key sections with accompanying consultation questions, including an introduction, three sections geared toward stakeholder impacts, and one on policy considerations:
1. Introduction: A current overview of PPNs in Ontario and their effect on the cost of medicine, competition, and consumer choice.
2. Consumers: An outline of the effect of closed and mandatory PPNs for consumers.
3. Pharmacy Operators: An outline of the effect of closed and mandatory PPNs for pharmacy operators.
4. Employers and Insurers: An outline of the effect of closed and mandatory PPNs for employers and insurers.
5. Policy Considerations: An outline of policy considerations for PPNs.
[bookmark: _Toc175306503]How to Participate and Use of Collected Information  

We welcome, value, and appreciate all input. You may send comments by email to FIPUConsultations@ontario.ca. Providing the reasons behind your views will give us a better understanding of your perspectives. Comments received will be used to inform analysis and policy considerations. This will involve disclosing some or all comments or materials, or summaries of them, to other interested parties during and after the consultation. The collection, use, and disclosure of the information is subject to the Freedom of Information and Protection of Privacy Act.

[bookmark: _Toc175306504]Introduction  
 
Employer-sponsored drug insurance is a crucial element of Ontario’s healthcare ecosystem.[footnoteRef:5] Some insurers and employers use PPNs as a cost-reduction tool for employers sponsoring benefits plans covering specialty medicine, offering both discounted premiums (for employers) and waived or discounted co-pays (for employees). However, as outlined below, this may have implications for consumer choice.  [5:  Canada-wide, 55% of the population is covered by employer-sponsored drug insurance plans per Statistics Canada (The Daily — Study: Gaps in prescription insurance coverage (statcan.gc.ca)).] 

PPNs are also a group of distribution networks that meet certain standards set by insurers. Thus, these networks may be a tool for quality assurance, which is crucial because specialty medicine often have high costs related to storage, transport, administration, and monitoring[footnoteRef:6].   [6:  Particularly monitoring for rare but serious side-effects, and compliance with rules and best practices outlined by drug manufacturers. ] 

For Ontarians who rely on vital but often expensive[footnoteRef:7] specialty medicine, such coverage is a day-to-day necessity. It is, therefore, important for the coverage provided under such plans to minimize costs (i.e., in terms of co-pays and premiums) and be accessible for all plan members. At the same time, ensuring quality of care, administration, and monitoring is also important. Evaluating the role of PPNs thus requires policymakers to assess their impact on consumer choice, cost, and quality of care from the perspective of all affected stakeholders. [7:  While only 1% of pharmacy benefits claims involve specialty medicine, such drugs account for 27% of drug spending according to the Canadian Life and Health Insurance Association (CLHIA - Statement: Health insurers are working to improve patient care through Preferred Provider Networks).] 

For insurers and employers designing employee benefits plans, PPNs may be seen as a tool to contain rising costs for specialty medicine. By streamlining delivery chains for medications that may be expensive to transport, store, administer, or monitor for side-effects, PPNs may lower the cost of providing access to such medicines.[footnoteRef:8] As closed PPNs provide the most exclusive access to patients, for participating pharmacies, they may provide greater discounts than open PPNs. However, these potential savings may come at the cost of consumer choice and the potential for more competition in the pharmacy sector.  [8:  See CLHIA’s statement (CLHIA - Statement: Health insurers are working to improve patient care through Preferred Provider Networks).] 

For pharmacies, the impacts of PPNs may depend on operators’ size and business model. On one hand, small and independent pharmacies (SIPs) have expressed concerns that closed and mandatory PPNs limit their ability to compete against larger pharmacies. On the other, such PPNs may enable specialty pharmacies to achieve the scale needed to successfully compete and to improve quality of care. Large pharmacy operators may also benefit from closed PPNs as they may have the scale and resources to offer the discounts necessary to make such plans attractive to insurers and employers. 
PPNs’ impact on consumers’ ability to choose their own pharmacy may also be particularly relevant in smaller communities or those not served by pharmacies within a given PPN. While mail or courier delivery may be feasible, other consumers may have to travel further than they otherwise would to access necessary medicine or to access pharmacists’ assistance. There may also be an impact on care if consumers access some medication from a PPN-designated pharmacy while using another pharmacy for other medications, prescription or non-prescription.
The rise in prevalence of PPNs in Canada has led to growing public discussion and media coverage [footnoteRef:9] regarding the impact of PPNs on consumer choice. In order to proactively address Ontarians’ concerns, a thorough assessment of public perspectives is needed to inform policy analysis by MOF, MOH, and MLITSD. 
 [9:  See Exclusive deals between insurance companies and pharmacies becoming more prevalent in Canada - The Globe and Mail and  Exclusive insurer-pharmacy tie-ups on the rise in Canada | Insurance Business Canada (insurancebusinessmag.com).] 

[bookmark: _Toc175306505]Consumers 
 
For consumers, PPNs may impact cost, consumer choice, accessibility, access to medicine, and quality of care. 
[bookmark: _Toc175306506]Consumer Choice and Accessibility  
A common concern raised regarding PPNs’ impact on consumers is that closed and mandatory PPNs may restrict the ability of plan members to select the pharmacy at which they want to access medication. 
In addition to impacting convenience, this may affect accessibility for plan members in smaller or rural communities not served by PPN participants. 
Another potential impact may be continuity of care and the risk of adverse interactions for patients who switch pharmacies for some but not all of their medication due to the terms of their PPN.
[bookmark: _Toc175306507]Cost, Access to Medicine, and Quality of Care  
Insurers note that PPNs may lower the cost of providing access to specialty medicine. Insurers have indicated that that these benefits may be passed on to consumers in the form of lower or waived co-pays. Similarly, insurers have indicated that, by reducing premiums paid by employers, PPNs may lead to more employers sponsoring access to specialty medicine. However, additional analysis based on information gathered during this consultation will be required to determine whether these assessments are borne out in practice.

Some insurers have indicated that the smaller distribution chains and lower prices facilitated by closed and mandatory PPNs may offset the higher cost of transportation, safe storage, dispensation, compounding, and monitoring associated with specialty medicine, potentially having a positive impact on quality of care. Additional analysis will be required to assess and substantiate this rationale for PPNs based on information gathered during this consultation.
[bookmark: _Hlk169012088][bookmark: _Hlk169013639]As such, it is important to gain a better understanding of the effects of PPNs on the cost of, and thus access to, specialty medicine in Ontario and on quality of care in order to inform policy analysis regarding the effects of PPNs as felt by consumers in Ontario.

Consultation Questions
The following consultation questions aim to assess the effect of PPNs – particularly closed and mandatory PPNs – on (consumer) cost, consumer choice, accessibility, access to medicine, and quality of care.
 
1) [bookmark: _Hlk169013665]Are there any qualitative differences between the service and care provided by pharmacy operators participating in PPNs (closed or open) and those that are not? Please explain.

2) Do closed and mandatory PPNs have an effect on consumer choice and accessibility for consumers of specialty medicine in Ontario?
a) If so, does this effect differ from that of open PPNs? Please explain.
b) How important a consideration is this for users of specialty medicine?
3) Would you prefer coverage with a higher co-pay and greater choice in pharmacy over coverage with a lower co-pay at a smaller network of preferred pharmacies? 


[bookmark: _Toc175306508]Pharmacy Operators  
 
Different pharmacy operators interact differently with PPNs. This consultation aims to focus on the following categories:
· Small and independent pharmacies (SIPs)
· Specialty pharmacies
· Large pharmacy operators
[bookmark: _Toc175306509]SIPs 
SIPs which are not members of a PPN[footnoteRef:10] may be affected by closed and mandatory PPNs in a variety of ways. As SIPs do not operate at the same scale as large pharmacy operators or may not have the same level of specialization as specialty pharmacies, they may face challenges to negotiate closed or mandatory PPN agreements with insurers. This may affect SIPs’ competitiveness relative to pharmacies pursuing different business models. [10:  Surveys conducted by OnPharm-United, Pharmasave, and Pharmachoice on their members in April 2024.] 

The following consultation questions aim to assess the current effect of PPNs on SIPs in Ontario:

4) [bookmark: _Hlk169102871]Do PPNs have an effect on SIPs? 
a) If so, do they affect SIPs’ ability to compete effectively?
b) If so, do they pose risks to patient safety in cases where patients receive medication from multiple pharmacies due to PPN restrictions?
5) What level of interest is there among SIPs in providing specialty medicine and/or being included in PPNs? Please explain. 
6) Are there constraints on the capacity of some or all SIPs to provide access to the range of specialty medicine typically included in PPNs?
7) To what extent do SIPs excluded from closed PPNs for specialty medicine provide similar medicine under other public or private benefits plans?
[bookmark: _Toc175306510]Specialty Pharmacies
Specialty pharmacies focus specifically on specialty medicine and include in-house pharmacies operated by employers or insurers. They may benefit from closed and mandatory PPNs as such arrangements may help them reach the scale needed to provide such medicine at more competitive prices. 
Specialty pharmacies may be better equipped to provide better quality of care. However, they may be reliant on the scale provided by closed and/or mandatory PPNs to provide a higher quality of care at a lower cost. It is important to assess the impact of potential legislative intervention on the viability of a business model which improves quality while containing or reducing cost. 
The following consultation questions aim to assess the effect of PPNs – particularly closed and mandatory PPNs – on pharmacies focused on specialty medicine in Ontario:
8) How large a portion of specialty pharmacies’ business do PPNs account for? 
9) Do closed and mandatory PPNs have an effect on quality of care for specialty pharmacies? Do open and voluntary PPNs have a similar effect? Please explain.
[bookmark: _Toc175306511]Large Pharmacy Operators
Large pharmacy operators may benefit from closed and mandatory PPNs, as they are likely to have the scale to provide the discounts needed to make such arrangements attractive for insurers and employers. However, more information is needed to assess the importance, if any, of PPNs to large pharmacy operators. The following consultation questions aim to assess the current effect of PPNs – particularly closed and mandatory PPNs – on large pharmacy operators:
10) Do PPNs impact competition among peer pharmacies? If so, how?
11) How prevalent are PPNs and how large a portion of large pharmacy operators’ business do they account for?
12) How do large pharmacy operators address needs of plan members in communities that they do not serve in close proximity?
a) To what extent are such plan members required to rely on mail-order delivery and for which type of medication? What are the implications for patient experience?
b) To what extent do large pharmacy operators collaborate with local pharmacies in such communities?
13) Do closed and mandatory PPNs have an effect on the quality of care that large pharmacy operators can provide? Please explain.
[bookmark: _Toc175306512]Employers and Insurers  
 
Insurers and employers, who sponsor pharmacy benefits plans, may use closed and mandatory PPNs to reduce the cost of specialty medicine. 
Insurers indicate that, under the current model, employers play a significant role in designing employee group benefits plans. As such, it is important to gather information from employers and insurers as to the importance of closed and mandatory PPNs in designing plans that maximize access to specialty medicine for employees within the budgetary constraints faced by employers.
In particular, more information is needed on: 
· The importance of closed PPNs to small and medium sized employers (SMEs) (i.e., businesses with under 500 employees[footnoteRef:11]) and [11:  As defined by Statistics Canada, the Business Development Bank of Canada, and Innovation, Science, and Economic Development Canada.] 

· The price differential between different PPN arrangements (e.g., open vs closed, voluntary vs mandatory).
[bookmark: _Toc175306513]Consultation Questions – All Insurers and Employers
The following consultation questions aim to assess the role of closed PPNs in managing costs for insurers and employers of all sizes:
14) Do you currently use PPNs? If so, do you employ closed PPNs and/or mandatory PPNs?
15) Do closed PPNs have an effect on cost and quality of care? Please explain.
16) How do insurers and employers select pharmacy operators to include in PPNs? What level of input do employers have and to what extent does this correlate with employer size?

[bookmark: _Toc175306514]Consultation Questions – Insurers
The following consultation questions aim to assess the circumstances in which insurers use PPNs and the associated cost-savings:
17) What proportion of your plans cover specialty medicine? What portion of these employ PPNs?
18) How is the scope of specialty medicine defined and to what extent, if any, are PPNs used for non-specialty medicine?
19) How prevalent are PPNs in benefits plans other than those sponsored by employers (e.g., individual benefits plans)?
20) What is the price differential between plans involving closed PPNs, open PPNs, and no PPNs? Similarly, what is the price differential between plans involving mandatory PPNs and those involving voluntary PPNs?
21) Do you currently employ PPNs for non-specialty medicine? If so, are these primarily open or closed, and voluntary or mandatory?

[bookmark: _Toc175306515]Consultation Questions – Small and medium sized employers 
[bookmark: _Hlk169093669]The following consultation questions aim to assess the role of closed PPNs in managing costs for SMEs in particular:
22) Do you sponsor coverage for specialty medicine?
23) How important are the savings provided by closed (or mandatory) PPNs for SMEs? Specifically:
a) Do closed PPNs allow SMEs to sponsor coverage for specialty medicine they would otherwise be unable to pay for?
b) Similarly, do mandatory PPNs allow SMEs to sponsor coverage they would otherwise be unable to pay for?
c) Are open PPNs able to provide comparable cost-savings?


[bookmark: _Toc175306516]Policy Considerations

Currently, the government is assessing whether any policy intervention is needed or appropriate with regards to PPNs. While most Canadian provinces have not chosen to regulate PPNs, other jurisdictions have taken a range of diverging approaches. 
In this section, three potential approaches are discussed in brief and are followed by consultation questions aimed at understanding stakeholder views regarding these and any other potential approaches. For greater clarity, if following this consultation, the government proposes any policy intervention(s), there will be a second consultation to provide stakeholders with an opportunity to provide specific input.
[bookmark: _Toc175306517]Maintain the Status Quo
Currently, decisions regarding the use and design of PPNs are a business decision for insurers and employers to negotiate. Any policy intervention would involve balancing the views and concerns of all categories of stakeholders. A key aim of this consultation is to evaluate whether a shift from this status quo is warranted based on evidence and stakeholder views.
[bookmark: _Toc175306518]Any Willing Provider (AWP)
”Any Willing Provider” (AWP) is a catch-all term for an array of policies  that regulate the parameters of PPNs.  Implementing AWP in Ontario would likely require legislative or regulatory action (e.g., affecting the Insurance Act, the Regulated Health Professionals Act, and/or the Pharmacy Act). An AWP framework would necessitate identifying parameters for PPN arrangements to comply with (e.g., mandating that PPNs be open, voluntary, or both).
[bookmark: _Toc175306519]Ontario College of Pharmacists’ (OCP) Proposed Regulations 
On July 8th 2024, the Ontario College of Pharmacists (OCP), the self-regulatory body for pharmacists and pharmacies in Ontario, issued a statement outlining that it is exploring options to restrict closed PPNs, which it characterizes as posing risks to patients. In its statement, the OCP indicated that it may use its regulation-making authority under the Pharmacy Act and the Drug and Pharmacies Regulation Act to do so. 
A key difference between OCP regulation and AWP is that, while AWP would address insurers, OCP regulation would address pharmacists and pharmacies. This would impact different categories of pharmacies in different ways, potentially raising concerns if some categories of pharmacies would benefit at the expense of others. Further clarity may be required as to whether this would require legislative amendments.
[bookmark: _Toc175306520]Consultation Questions
The following consultation questions aim to assess stakeholder views regarding the need for policy intervention.
24) For All Stakeholders: Is policy intervention regarding PPNs desirable? If the government were to intervene: 
a) What course of action would be best?
b) Which category of stakeholder should be directly regulated, and which regulator should be responsible?
25) For All Stakeholders: How would AWP or OCP regulation impact cost, accessibility, quality of care?
a) Cost of and access to specialty medicine?
b) Accessibility for consumers (including geographical access)?
c) Quality of care for consumers?
26) For Insurers: How would regulation that limits closed PPNs or mandatory PPNs impact quality assurance?
27) For Specialty Pharmacies and Large Pharmacy Operators: How important are closed PPNs to the business models of specialty pharmacies and large pharmacy operators? Specifically: 
a) Would mandating that PPNs be open or voluntary affect the prices you can offer as part of PPN agreements?
b) Would mandating that PPNs be open or voluntary affect the standards and quality of care that pharmacies you can offer while remaining competitive?
c) Would mandating that PPNs be open or voluntary affect the scale you need to compete effectively?
d) 

[bookmark: _Toc175306521]Conclusion

Thank you for taking the time to read this consultation paper and consider the materials. Comments can be submitted to the Ministry of Finance at FIPUConsultations@ontario.ca.by 22 October 2024. Once the feedback has been reviewed, recommendations may be made regarding policy direction. 

For any technical issues related to submitting your comments, please contact FIPUConsultations@ontario.ca. For issues relating to the content of the consultation, please direct your queries to FIPUConsultations@ontario.ca.

Privacy Statement and Use of Collected Information
Please note that unless agreed otherwise by the Ministry of Finance, all submissions received from organizations in response to this consultation will be considered public information and may be used, disclosed, and published by the ministry to help the ministry in evaluating and developing proposals. This may involve disclosing any response received to other interested parties. An individual who provides a response and indicates an affiliation with an organization will be considered to have submitted the response on behalf of that organization. 
Responses received from individuals who do not indicate an affiliation with an organization will not be public information. Responses from individuals may be used and disclosed by the ministry to help evaluate and develop proposals. The ministry may also publish responses received from individuals. However, should the ministry use, disclose, or publish individual responses, any personal information such as an individual's name and contact details will not be disclosed by the ministry without the individual’s prior consent unless required by law. Contact information you provide may also be used to follow up with you to clarify your response.
If you have any questions about the collection of this information, please contact FIPUConsultations@ontario.ca.
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