
 

FOR IMMEDIATE RELEASE 

 

March 6, 2012 

 

BC Government Cancels Generic Drug Pricing Agreement 

The Ministry of Health has announced it is terminating its generic drug pricing agreement 
with the BC Pharmacy Association and the Canadian Association of Chain Drug Stores 
effective April 1, 2012.  

The agreement reached in July 2010 was intended to significantly lower the price of 
generic drugs and result in significant savings. However, Health Minister Michael de 
Jong says, “much of those savings did not materialize.”   

Generic drugs currently cost 40 percent of the brand name price and will lower to 35 
percent on April 2, 2012. This is the last cost decrease scheduled under the agreement. 

The government now plans to introduce legislation this spring aiming for a reduction of 
generic drug pricing to 25 percent of the cost of the brand name drug by April 1, 2013. 
This is the same as cost savings imposed through legislation in Ontario. 

When Ontario first drafted legislation to capture savings on generic drugs, the focus was 
limited to the public plan—this resulted in cost shifting through which private plans ended 
up being charged substantially more. The Ontario legislation was later changed to 
include private payers, however the schedule of cost reduction was slower than that for 
the public plan. 

Pacific Blue Cross expects legislation in BC to continue to include private payers and is 
seeking clarification to gain a better understanding of the impact of this decision on plan 
sponsors.  

Pacific Blue Cross takes the issue of drug cost containment seriously. Together with the 
Canadian Life and Health Insurance Association (CLHIA), we believe that drug pricing 
agreements should extend to all stakeholders.  

 

-ENDS- 
 

 
About Pacific Blue Cross 
Pacific Blue Cross has been British Columbia’s leading benefits provider for over 70 
years. Together, with their subsidiary BC Life, they provide health, dental, life, disability 
and travel coverage for approximately 1.5 million British Columbians through employee 
group plans and through individual plans for those who do not have coverage with their 
employer.  
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BC Government Cancels Generic Drug Pricing Agreement 

Background 

 The BC Government has announced it is terminating its generic drug pricing agreement with the 
BC Pharmacy Association and the Canadian Association of Chain Drug Stores effective April 1. 

 The agreement which has been in effect since July 2010, was intended to provide savings by 
lowering the cost of generic drugs listed by PharmaCare, while protecting the cost of generic 
drugs for private payers and cash paying customers.  

 

 Before Agreement Oct 15, 2010 July 04, 2011 Apr 02, 2012 

Existing Generics 60-70% 50% 40% 35% 

New Generics 
(launched since  
Nov 2008) 

60- 70% 42% 40% 35% 

 

 
Before Agreement July 28, 2010 Oct 15, 2010 July 4, 2011 April 2, 2012 

Maximum 
Dispensing Fee 

$8.60 $9.10 $9.60 $10.00 $10.50 

Drug Mark-Up 7%  8%   

 

Why cost savings have not been realized 

 It is believed that savings may not have been realized because there were many exceptions to 
the pricing agreements. That is, many generic drugs were listed above the maximum allowable 
price.  

 Another contributing factor could be drug shortages. When a generic drug is in short supply and 
becomes temporarily unavailable, the government must pay the full price for the brand name 
drug during the backorder if there are no other generic alternatives. 

Will legislation apply to private payers? 

 Pacific Blue Cross expects legislation in BC to continue to include private payers and is seeking 
clarification to gain a better understanding of the impact of this decision on plan sponsors.  

 Pacific Blue Cross takes the issue of drug cost containment seriously. Together with the 
Canadian Life and Health Insurance Association (CLHIA), we believe that drug pricing 
agreements should extend to all stakeholders. 
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Will greater savings be achieved through legislation? 

 A further reduction in the percentage amount paid for generic drugs would create more savings 
than the existing agreement.  

 There are other factors to consider such as how further cost pressure on generic drug 
manufacturers may result in even more products being delisted. 

What options are available to plan sponsors? 

 Plan sponsors should think about protecting their plans from higher mark ups as pharmacists 
react to the new legislation. 

 Pacific Blue Cross can work with plan sponsors to implement cost containment strategies on 
drug pricing by: 

o Implementing a Low Cost Alternative payment option on your plan. 

o Limiting dispensing fees and implementing per script deductibles. 

o These options are available with pay direct drug cards. 

 

For more information contact your plan advisor or Pacific Blue Cross.  
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