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Several studies have reported a tremendous increase in the rate of drug expenditures in the past few years.  In Canada, the portion of health care expenditures devoted to drug has been rising faster than other components.  Protecting the population against catastrophic drug expenditures is a high priority in Canadian health policy.   In order to help policy makers estimate the current and future revenue impacts of a suite of possible drug insurance proposals and assess the distributional impacts on individuals/households, we have developed the Pharmasim micro-simulation model with a synthesized micro database. 
This presentation discusses two parts of the modelling process and the model’s applications. The first part of the modelling process is to synthesize a comprehensive database with information on income taxes, public and private drug coverage insurance, expenditure and utilization, as well as socio-demographic information of Canadian families/individuals.   The creation of this unique data is one of the biggest challenges in the process due to non-availability of existing data sources that simultaneously contain all of the required information.  The second part is the microsimulation model that incorporates the Canadian tax routines and existing provincial drug programs together. The presentation also uses specific examples to illustrate the performance of the model.
