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It’s been a big year for drug trends in BC. We’re only just 
starting to see how the pieces are all going to fall into 
place. In July, the BC government announced changes 
that will allow plan sponsors to capitalize on the many 
drugs that will lose their patent status. It’s a good news 
story we hope will keep delivering on its promise.

Yet we must stay tuned to changes in our drug arena. 
This past year was also the year when three biologics 
were on the top 10 list for drugs according to cost. 
Suddenly potential savings for generic drugs became 
less impressive, particularly when the average cost of 
therapy for one person is upwards of $10,000. 

As the province’s largest benefits provider, 
Pacific Blue Cross is the industry leader. We are 
confident this year’s report, our third annual, will 
continue to inform our many partners. This year a 
3-year comparison provides greater context for the 
changes that are taking place.

Our report also includes tips on how to ensure the 
sustainability of your drug plan. These suggestions are 
tried and true strategies to help contain your costs. 

We hope that this report triggers new conversations 
between you and your Account Manager at 
Pacific Blue Cross. We value our relationship with you 
and hope you see us as partners in creating healthy 
outcomes for your stakeholders.

About our report
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Top 5 Drug Classes

How drugs are classified
The American Hospital Formulary Service (AHFS) 
Therapeutic Classification System©1 is a hierarchical 
system for classifying drugs by pharmacologic and 
therapeutic activity. The following five drug classes make 
up almost 70% of all drug costs at Pacific Blue Cross, and 
at the national and provincial level for private plans.

The Cardiovascular class
These drugs are associated with the circulatory system 
(heart and blood vessels). This category includes 
well-known drugs such as Atorvastatin (Lipitor) and 
Rosuvastatin (Crestor).

The Central Nervous System class
These drugs are associated with the brain and spinal 
cord, including antidepressants, antipsychotic drugs, 
sleeping pills and drugs for pain and inflammation. 
Drugs in this category include costly drugs such as 
Celecoxib (Celebrex) and Venlafaxine (Effexor). 

The Gastrointestinal class
These drugs pertain to the treatment of conditions 
affecting the stomach and intestines, which largely 

consist of drugs to prevent ulcers caused by gastric 
acid. Examples include Esomeprazole (Nexium), 
Pantoprazole (Pantoloc), and Rabeprazole (Pariet). 

The Anti-infective Agents class
These drugs are used to destroy micro-organisms 
and prevent infections from spreading, including 
antibiotics, antifungals and antivirals. 

The Antineoplastic and Immunomodulating  
Agents class
These drugs are associated with antineoplastic 
agents, endocrine therapy, immunostimulants and 
immunosuppressive agents. These are agents used 
to treat cancer and auto-immune diseases such as 
Crohn’s disease and Rheumatoid Arthritis. These 
drugs are costly, often administered by injection, and 
the majority of the drugs in this class are biologics. 
Examples include Infliximab (Remicade), Etanercept 
(Enbrel) and Adalimumab (Humira). 

What’s changing?
The rise of the Antineoplastic and 
Immunomodulating Agents class
For PBC’s book of business, the Antineoplastic and 
Immunomodulating Agents class moved up in the 
ranking in 2009 to the fourth most expensive class. 

This was influenced by the increased usage of these 
drugs (growth in claims for this class within PBC was 
10.5%), and the high cost of the drugs within this class 
such as the biologics Infliximab and Etanercept, which 
together made up about 38% of the total drug cost in 
this class in 2009.
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What’s changing?
Why is the Antineoplastic and Immunomodulating 
Agents class so much higher for national costs than 
for BC or PBC?
In BC, the provincial government covers many of these 
biologic drugs either through the BC Cancer Agency or 
through PharmaCare’s Special Authorization program. 
Other provinces may not cover these expensive drugs 
to the same extent, and as a result the full cost is borne 
by the private sector. This contributes to a higher 
average cost.



† Lost patent in 2008.
*  Diagnostic agents (strips and monitoring used for Diabetes) do not fall into one of the top five therapeutic classes discussed earlier in the report.  

Their presence in this list signals the immense cost of diabetes in Canada.
**While this drug is not included within one of the top five therapeutic class categories, its presence at number 10 indicates the rising cost of Asthma. 5
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                 The down arrows next to cardiovascular drugs, 
such as Lipitor and Crestor do not signal the

reduction of cardiovascular illnesses in the Canadian 
population. Rather, their presence in the Top 10 list 
is likely to decrease as they begin to lose their patent 
status, as the various government agreements take 
effect, and as other drugs in this list move up. 

Norvasc lost patent in 2009 but it has remained on the 
list for the last two years. Another cardiovascular drug, 
Altace, lost its patent status in 2008, and fell off the  
top 10 list soon after.

                 Effexor, the only Central Nervous System drug 
to be on the list in the last 3 years, lost patent

in 2008 but has remained on the list as a result of 
the lingering effect of genericization and due to the 
high incidence of depression among the working 

About the Top 10 Drugs by share of national cost
population. It’s expected that in 2010, it will move 
down in the ranking, partly due to the expected 
impact of the government agreements in BC, Ontario 
and Alberta.

                 It is expected that all three biologics on this list 
in 2009, Remicade, Enbrel and Humira, 

will move up the ranks within the Top 10 list. Humira 
increased its share of cost and moved up in the ranking 
after the psoriasis drug efalizumab was withdrawn 
from the market in 2009. Humira was recommended 
by Canadian Expert Drug Advisory Committee to be 
clinically effective in treating psoriasis at a lower cost 
than efalizumab.

                 Nexium and the non-drug item of “Diagnostic 
Agents” (these are related to Diabetes) are 

likely to retain a position in the top ten list.

2007 2008 2009
Atorvastatin Lipitor Atorvastatin Lipitor Atorvastatin Lipitor

Venlafaxine Effexor Rosuvastatin Crestor Rosuvastatin Crestor

Rosuvastatin Calcium Crestor Infliximab Remicade Infliximab Remicade

Esomeprazole Nexium Esomeprazole† Nexium Esomeprazole

Diagnostic Agent* —  
Strips and monitoring 

Venlafaxine† Effexor
Diagnostic Agent* —  
Strips and monitoring

Pantoprazole Pantoloc
Diagnostic Agent* —  
Strips and monitoring

Etanercept Enbrel

Infliximab Remicade Amlodipine Norvasc Venlafaxine

Ramipril Altace Etanercept Enbrel Amlodipine Norvasc

Amlodipine Norvasc Pantoprazole Pantoloc Adalimumab Humira

Etanercept Enbrel Ramipril Altace Salmeterol and Fluticasone** Advair

Cardiovascular Central Nervous System Gastrointestinal Antineoplastic and Immunomodulation Agents
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Still early days in BC
While the recent BC Pharmacy Services Agreement 
reduces the cost of generic drugs to 35% of the patent 
drug price by 2012 and extends this pricing to both 
public and private drug plans, it’s still too early to know 
how the many moving pieces will fall in place.

About the Agreement 
On July 9, 2010, Health Minister Kevin Falcon 
announced the features of the agreement reached 
between the BC Pharmacy Association and the 
Canadian Association of Chain Drug Stores:

The cost of generic drugs covered under the •	
PharmaCare program will decrease to 35% of the 
brand drug price by 2012; 
The mark-up on generic drugs covered under •	
the PharmaCare program increased to 8% of the 
manufacturer’s list price on October 15, 2010; 
Maximum dispensing fees eligible under the •	
PharmaCare program will increase to $10.50 by 2012.

Last June, Ontario legislated changes to the way 
drugs are paid for both private and public payers. The 
changes began to take effect on July 1, 2010. As we 
analyze the impact of the BC agreement, we will reflect 
on what’s happening in Ontario.

The changes included: 
A gradual lowering of the cost of generic drugs paid •	
by private payers to 25% of the cost of the original 
brand name drug
Phasing out of professional allowances•	
No changes in regards to mark-up for private payers•	
For public payers only — increase in dispensing fees •	
ranging from $1 to $5 depending on specific criteria

Maximum dispensing fees (MDF)  
eligible under PharmaCare

    Before July, 2010  Oct. 15, 2010      Apr. 22, 2012

MDF $8.60 $9.10 $9.60 $10.00 $10.50

Drug mark-up 7% — 8% — —

    July 28, 2010       July 4, 2011

Possible outcomes
The following are three possible outcomes about what 
might happen in BC in regards to these many changes. 

Pharmacies may increase their dispensing fees.1.  
The Agreement does not limit how much 
pharmacists can charge as a dispensing fee; 
rather it lists the amount Phamacare will pay. 
Recent experience, as illustrated in the graph 
below, indicates that the average dispensing fee 
submitted to Pacific Blue Cross has been increasing 
beyond the amount considered eligible by 
PharmaCare. While the negotiated dispensing fee 
of $10.50 is a 22% increase over today, pharmacists 
have contended that the cost to them to dispense 
drugs is closer to $13.60. 

What’s happening in Ontario?
Dispensing fees are rising. However, reports vary 
about the extent of the increase. 
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7

It is possible that pharmacies will increase their 2. 
mark-up beyond the negotiated 8%. 
In October of this year, the mark-up on generic 
drugs paid by PharmaCare increased from 7% to 
8%; however, the agreement does not provide a 
limitation on mark-up charged to private payers. 

What’s happening in Ontario?
The mark-up in Ontario is also showing an increase, 
but it’s still too early to tell if this growth will be 
sustained. 

It is possible but not likely that drug companies 3. 
may choose not to list their drug with 
PharmaCare. 
Because this agreement only applies to generic 
drugs listed under the PharmaCare program, 
generic drug manufacturers may choose not to 
list their drugs with the PharmaCare program. This 
means they are not restricted by the 35% pricing 

Breaking News
The savings are coming
The agreement’s first phase went 
into effect on Oct. 15th. It’s already 
starting to have an impact. On Nov. 1, 
Pacific Blue Cross issued our report on 
EHC trend. For the first time in many 
years, our Extended Health Care trend 
is lower than 10%; it’s 9.5% to be exact. 

This is a significant decrease from 10.9% 
earlier this year (Feb. 1, 2010). 

What does this mean for you? 
If your plan includes the necessary 
safeguards to achieve potential savings, 
you can expect to see these changes 
reflected in your upcoming renewal rates.

requirement. Pharmacare represents the largest 
single payer of drugs in BC, and manufacturers 
must carefully weigh the impact of not listing 
drugs from the PharmaCare program against 
the potential for increased revenue from higher 
prices. A decrease in demand would also imply less 
volume. 

While Pacific Blue Cross has seen a number of 
drugs being delisted from PharmaCare, the drugs 
in question are not commonly prescribed so we do 
not expect this to have a notable impact on drug 
costs.

What’s happening in Ontario?
Reports do not show an increase in number of 
drugs not listed with the Ontario government drug 
plan. 
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The other big story of the year is biologics and their 
rise to prominence in drug trend reports across the 
country. Unlike most other drugs their continued rise is 
not correlated with an increased incidence of specific 
diseases. Rather, as biologics are very expensive, and 
as they become used to treat an expanding list of 
diseases they quickly make their way into reports for 
top drugs based on cost. 

How are biologics different from regular 
medications?
Biologics are specialty drugs that treat chronic 
conditions such as rheumatoid arthritis, Crohn’s 
disease, multiple sclerosis, psoriasis and various 
cancers, plus other rare diseases. What makes them 
unique is that they are manufactured from animal 
or microorganisms, or they can be created through 
recombinant DNA technology, an expensive form of 
biotechnology. Conventional drugs are made from 
chemicals; are much smaller; and generally inexpensive 
to manufacture.

The molecular size of a biologic is exponentially 
larger than other drugs. Therefore, it is difficult to 
make an oral formulation to be taken by mouth. Also, 
if swallowed, the digestive system will disrupt their 
complex structure. Most are administered by injection, 
either intravenously (directly into the bloodstream) or 
subcutaneously (under the skin like insulin). However, 
some oral biologics currently being researched might 
be launched in the next few years. 

Why are they so expensive?
As mentioned above, the most notable difference in the 
biologics is the steep price tag. The average annual cost 
of therapy for a biologic is generally over ten thousand 
dollars. These drugs are used by a small proportion of 
the population yet account for 15% to 20% of total drug 
spending. This is expected to increase further as there 
are proportionately more biologics in the pipeline than 
any other type. 

At Pacific Blue Cross, in 
2008, biologics (mainly 
classified as antineoplastic 
and immunomodulating 
agents) ranked 5th 
overall in dollars spent 
when compared to other 
therapeutic classes. By 
2009, that group climbed to 4th. A specific example is 
Humira which ranked 17th in cost for 2008 and jumped 
to 9th in 2009. The number of drugs in this class is 
growing and usage is broadening as most treat more 
than one specific condition. 

What are their advantages?
The main benefit of biologics is that they target the 
diseased cell rather than healthy cells. In addition to 
the biologic binding to a negative substance that 
creates an unhealthy process, it can also stimulate a 
person’s own immune system to help fight the disease. 

The other advantage is that rather than taking a daily 
pill at home and potentially missing or forgetting 
doses, some biologics have a sustained action and 
only need to be taken every few weeks. Some are even 
taken as infrequently as a few times a year.

Is there a return on investment for biologics?
With this surging cost driver, employers want to know 
if they are getting any return on their investment with 
biologics. One study assessed the impact of a biologic 
on work loss and productivity among employed 
patients with rheumatoid arthritis and attempted to 
quantify the economic value of this impact.* The study 
found that patients treated with the biologic had 
significant reductions in work-related absenteeism and 
improved productivity. 

No. 4
In 2009, Biologics 
moved to 4th 
position from 5th.

*  Steven McNair, President and CEO of The Arthritis Society of Canada states that 60% of Canadians with arthritis are of working age and approximately 25–50% are 
not in the labour force. Many are on long term disability. With this in mind, the potential benefits of these biologics in managing disease and helping employees be 
productive may outweigh the high cost of these therapies.

Biologics typically cannot be taken by mouth. Most of 
them are administered by injection.

Biologics — the new cost drivers
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It’s a balancing act. Plan sponsors have many things 
to consider when choosing a plan that will maximize 
the potential for healthy outcomes for their employees 
while ensuring the sustainability of their business. It’s 
not easy, so let us help.

Here’s our list of things you can do today to ensure the 
sustainability of your drug plan. 

Make sure your plan has a pay direct drug card. 
A pay direct drug card allows plan members to 
understand any limitations (deductions, co-pays, 
percentages paid) that may apply to their purchase 
immediately at point of sale.

Implement a dispensing fee maximum. A dispensing 
fee is the amount a pharmacy charges you to fill your 
prescription. Our data indicates that dispensing fees 
range significantly from one pharmacy to another, 
from $4.40 to over $10. Implementing a dispensing fee 
maximum protects your plan from higher dispensing 
fees and encourages your plan members to shop 
around for the best deal. 

Set a limit on mark-up. Mark-up is the percentage 
pharmacies add to the manufacturer’s list prices. As 
with dispensing fees, the Agreement did not place any 
restrictions on mark-up that pharmacies could charge 
their customers; rather, it specified the maximum mark-
up that PharmaCare would consider. Implementing 
a limit on mark-up that coincides with the current 
Pharmacare limit will protect your plan against 
unsustainable cost increases.

Make sure your plan enforces the Lowest Cost 
Alternative & Reference Drug Program formularies. 
Using the pricing logic of these two provincial drug 
formularies ensures that your employees have access to 
effective drug treatment at the lowest cost to the plan.

Promote health and wellness. Pick two or three 
health issues to focus on over the next year and help 
educate employees about how to make healthier 
choices for themselves and their families. For example, 
if mental illness is an issue you want to target, ensure 
your plan includes an employee and family assistance 
plan, and then inform your employees about how to 
use it as a resource to mitigate stress levels. 

Encourage your employees to register with 
PharmaCare. The government drug plan will pay 
100% of eligible drug expenses for BC residents once 
they reach their family maximum. 

Ensure your employees are going to the right 
source to have their drug costs paid. In BC, 
PharmaCare covers the cost of many expensive 
biologics through their special authorization process. 
See      for instructions on how 
this process works.

Let us help you communicate smart shopping 
messages to your employees. In 2010, we launched a 
new website that includes a section called How Benefits 
Work. This section provides you and your employees 
with the information you need to make your benefits 
work for you. 

Get the word out about CARESnet. Our online 
access to plan and claims information now includes 
an optional subscription to Pacific Blue Cross’ new 
member e-newsletter, Blue and You. CARESnet adds 
value for your benefits plan by making it easy for 
employees to see what’s covered under their plan, and 
how much of a benefit is remaining. This helps your 
employees better understand where your health care 
dollars are going.

www.pac.bluecross.ca

Tips: how to ensure the sustainability  
of your drug plan

http://www.pac.bluecross.ca


™®  Pacific Blue Cross, the registered trade-name of PBC Health Benefits Society, is an independent licensee of the Canadian Association of Blue Cross Plans. BC Life is the registered trade-name of British Columbia Life &  
Casualty Company, a wholly-owned subsidiary of Pacific Blue Cross. The colour of trust is the registered trade-mark of the Canadian Association of Blue Cross Plans, an association of independent Blue Cross 
Plans, and is used under license to Pacific Blue Cross. Only Pacific Blue Cross/BC Life can change the information in this document. Any other modification is strictly prohibited. 0468.013   11/10         CUPE 1816

Graphical analysis of Pacific Blue Cross’ information 
was provided by IMS Brogan, a unit of IMS.

Mailing Address
PO Box 7000
Vancouver, BC  V6B 4E1
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