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Overview
2009 was an eventful year. It began in the middle of the biggest 
economic downturn since the Great Depression and will end in the 
middle of the first flu pandemic in 40 years. As we look into 2010, we can 
expect some relief, but we know that any relief will be slow and steady. 

The economic downturn and resulting job loss caused fear and insecurity 
for many of our members. We experienced an increase in claims 
costs from members’ increased utilization of their benefit program in 
anticipation of the elimination of their coverage.

Turn the page 
to learn more 
about…

The top 5 therapeutic •	
classes for PBC, BC and  
for Canada
The top 5 costliest drugs•	
How to maximize the •	
impact of superstar drugs, 
like Lipitor, coming off 
patent
What is driving costs up  •	
and down
Planning ahead: What you •	
need to know and what 
you can do today

The information presented in this report is based on an analysis of Pacific Blue Cross’ drug information 
performed by Brogan Inc. 

Over the last year, drug costs continued to increase but at a lower rate 
than years previous. The continued increase is due to a higher cost per 
claim, a higher number of claimants using their plan and a higher number 
of claims per member. The increase in cost per claims is partly influenced 
by increased use of relatively expensive drugs like Remicade. At the same 
time, research indicates that this declining increase over years past is 
connected to a rising generic fill rate and the absence of new blockbuster 
drugs entering the market. 

The following report is intended to act as a sounding board for you —  
it will help you put your plan’s experience into context, and get you 
geared up to make changes for your plan’s future. Your business’ 
sustainability will depend on your ability to provide for and protect your 
employees, while paying close attention to health and economic trends. 

Extended Health Care Percentage Paid by Major Benefit —  
Year Ending October, 2009
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Understanding the Most Costly Drugs  
and Drug Classes
The American Hospital Formulary Service (AHFS) Therapeutic 
Classification System©1 is a hierarchical system for classifying drugs 
by pharmacologic and therapeutic activity. Insurance companies and 
industry analysts use this to review drug utilization. 

These top level therapeutic classes provide the broadest possible 
classification.

The central nervous system class 
This class includes drugs associated with the brain and spinal cord. This 
includes antidepressants, antipsychotic drugs and arthritis. Top drugs in 
this category include Celecoxib (Celebrex) and Venlafaxine (Effexor). 

The cardiovascular class 
This class includes drugs associated with the circulatory system (heart 
and blood vessels). Top drugs in this category include Atorvastatin 
(Lipitor), Rosuvastatin (Crestor) and Amlodipine (Norvasc).

The gastrointestinal class:
This class includes drugs pertaining to the treatment of conditions 
affecting the stomach and intestines. Top drugs in this class are used 
to reduce discomfort of gastric acid, which includes treating ulcers, 
esophagitis and acid reflux. They include: Esomeprazole Magnesium 
(Nexium), Pantoprazole (Pantoloc), and Rabeprazole Sodium (Pariet). 

The anti-infective agents class
This class includes drugs used to destroy micro-organisms and prevent 
infections from spreading. These include antiseptics, disinfectants, 
antibiotics and antifungal and virucidal agents. Top drugs in this class 
include: Valacyclovir (Valtrex), Clarithromycin (Biaxin) and Ribavirin/
Interferon Alpha-2A (Pegasys). 

The antineoplastic and immunomodulating agents class
This class is associated with antineoplastic agents, endocrine therapy, 
immunostimulants and immunosuppressive agents. It includes drugs 
for auto-immune diseases like Crohn’s disease and Rheumatoid Arthritis. 
These drugs are very costly. Top drugs in this class include: Infliximab 
(Remicade), Etanercept (Enbrel) and Adalimumab (Humira).
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Almost 70% of all drug costs
The five classes listed here make up almost 70% of all 
drug costs at Pacific Blue Cross, and at the national 
and provincial level for private plans. In other words, 
regardless of region, Canadians are facing the same 
health issues and relying on the same drugs for 
treatment. Chronic conditions such as cardiovascular 
illness, depression, epilepsy, arthritis, gastroinstestinal 
illness, multiple sclerosis, diabetes and asthma are 
causing an enormous strain on the health care system.

Top 5 Drugs by Chemical Name

Top 5 Therapeutic Classes

Pacific Blue Cross

Rank Therapeutic Class

1 Cardiovascular 25.6%

2 Central Nervous System 20.9%

3 Gastrointestinal Drugs 10.7%

4 Anti-infective Agents 5.8%

5 Antineoplastic and 
Immunomodulating Agents

5.7%

Total Impact of Top 5 68.7%

National

Rank Therapeutic Class

1 Cardiovascular 21.5%

2 Central Nervous System Drugs 20.5%

3 Antineoplastic and 
Immunomodulating Agents

11.1%

4 Gastrointestinal Drugs 9.1%

5 Anti-infective Agents 7.1%

Total Impact of Top 5 69.3%

British Columbia

Rank Therapeutic Class

1 Cardiovascular 23.3%

2 Central Nervous System Drugs 22.1%

3 Gastrointestinal Drugs 10.0%

4 Anti-infective Agents 6.9%

5 Antineoplastic and 
Immunomodulating Agents

5.7%

Total Impact of Top 5 68.0%

This was the year that Infliximab (Remicade) made its 
way into the top five drugs. In 2008, Remicade was 
an example of a specialty drug being used for more 
purposes. While it was initially used to treat Crohn’s 
disease and Arthritis, it is now being used to treat 
Psoriasis.

Claims for Rosuvastatin Calcium (Crestor) have 
increased a 25% increase and moved up from 3rd to 
2nd place. This change is partly attributed to a study 
which reported that this drug may help reduce the 
risk of heart attacks and stroke for patients receiving 
this medication. It has become the first drug of choice 
to prescribe to new patients requiring lipid-lowering 
treatment. 

Top Drugs by Share of National Cost

‘08 (‘07) Rank Chemical Name Trade Name Therapeutic Class Total Cost

1 (1) Atorvastatin Lipitor Cardiovascular $396,089,102 

2 (3) Rosuvastatin Calcium Crestor Cardiovascular $173,273,281 

3 (7) Infliximab Remicade Antineoplastic $150,868,915 

4 (4) Esomeprazole Magnesium Trihydrate Nexium Gastrointestinal $146,488,616 

5 (2) Venlafaxine HCL Effexor Central Nervous System $145,110,457 
Source — Includes ingredient cost and dispensing fees
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Future — What is coming
Downward pressure 
Over the next years, Plan Sponsors can expect to see some savings from 
the number of brand-name drugs losing patent protection. Despite 
accounting for less than 50% of the claim lines (claims submitted), drugs 
on patent make up 70% of the dollars spent on drug claims. 

PBC Drugs Paid For

Claim lines (#) Claims paid ($)

Total Value of Brand Products 
and Year of Expected Patent Expiry
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Upward pressure 
Utilization is expected to increase. The largest cause of increased 
utilization is an aging population. As people age, they use more drugs. 
This impact is significant in BC where the population is aging faster than 
other areas in Canada. 

Total Value of Brand 
Products and Year of 
Expected Patent Expiry 
2009 Adalat XL/+, Exelon, 
Atrovent- HFA, Aggrenox, 
Meridia, Amerge, Cipro 
XL, Dovonex, Macrobid, 
Lescol/XL, Metrogel, Kytrilm, 
Tazorac, Vasotec I.V.

2010 Lipitor, Norvasc, 
Actonel, Spiriva, Proscar, 
Femara, Ebixa, Paxil CR, 
Propecia, Sinemet CR, 
Rapamune, Estradot, 3TC, 
 Heptovir, Viramune, Elidel, 
Teveten, Ziagen, Merrem, 
Invirase, Climara, Kadian, 
Testim, Enablex, Taxotere, 
Actonel + Cal, Orgaran

2011 Diovan, Avapro, 
Atacand, Singulair, Avandia, 
Viagra, Avalide, Nasonex, 
Arthrotec, Cellcept, Lupron 
Dep., Accupril, Nicoderm, 
 Fosavance, Zomig, Accuretic, 
Biaxin Ped., Zomig/Rap., 
Lovenox, Alvesco, Hepsera, 
Azopt, Trusopt, Baraclude, 
Revatio, Lovenox HP
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Another reason utilization is increasing is due to increased incidence. For 
example, Diabetes has increased due to rising obesity rates, sedentary 
lifestyles, aging population and changes in ethnic mix of new immigrants.

Science is continuing to focus much of its efforts on developing 
more specialty drugs, including biologics. These drugs are designed 
for specific conditions. As they typically treat a small subset of the 
population, they are often more expensive on a per person basis.

These drugs are very powerful and often allow people to maintain or 
attain a high quality of life. The question employers and governments 
struggle with is at what cost? How does one choose between providing a 
specialty drug to one patient or a less expensive drug to many patients? 
What would you do if you had to pick between providing a specialty drug 
to a single mother of four suffering from debilitating Crohn’s disease or 
providing lipid lowering drugs to seventy people?

The Future — What can you do to offset 
future cost increases?
Ask your employees for help —  
Solutions should encourage smart shopping
To get maximum impact from drugs coming off patent, plan sponsors 
should encourage employees to talk to their pharmacist and doctor about 
the lowest cost drugs, whether they be generic or brand-name drugs.

It’s also a good idea to ensure employees are claiming drugs under 
eligible government programs when applicable, so your costs are 
contained. This might include submitting a drug claim under the 
PharmaCare Special Authorization program. 

The incentive for your employee to take an active role in smart shopping 
is that choosing a less expensive drug or visiting a pharmacy with a lower 
dispensing fee means less out-of-pocket expenses when a co-pay is 
involved. When sustainability of benefits is an issue, most employees in 
today’s economy are also happy to do their part to reduce expenses.  
They just need the right information.

Encourage your employees to
Review their pharmacy receipts and identify the mark-up and dispensing •	
fee costs so they know what to look for when shopping around
Ask their doctor about a generic or therapeutic version of a drug they •	
are prescribed
Talk to their doctor about making sure the right source (i.e., agency, •	
PharmaCare) is paying for the right drug

Diabetes in Canada
2000 to 2020
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Did you know 
that employees 
can rely on 
other sources to 
cover their changes?

Certain cancer drugs are •	
covered by the BC Cancer 
Agency
Anti-retroviral medication •	
is covered by the BC Centre 
for Excellence in HIV/AIDS
Transplant medication is •	
paid by the BC Transplant 
Society
Kidney dialysis medication •	
is funded through the  
BC Renal Agency

Most other drugs, including 
specialty drugs through 
special authority, are 
at least partly funded 
by the government as 
part of the PharmaCare 
program. Encourage your 
employees to register for Fair 
Pharmacare at www.health.
gov.bc.ca/pharmacare.
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Consider the following options to reduce costs
A maximum on dispensing fees •	 — The dispensing fee is the 
pharmacist’s professional service fee to dispense medication a 
physician has prescribed, which includes consulting with doctors, 
counseling the patient, monitoring therapy and maintaining records. 
Ask your advisor or Account Manager about putting a maximum on 
this fee. This is very effective if you educate your employees about 
smart shopping. For example, you can encourage them to fill a 100-day 
supply of maintenance type drugs.
Limit on markup •	 — Official PharmaCare receipts for drugs are very 
comprehensive – They list the ingredient cost, the mark-up and the 
dispensing fee. Ask your advisor or Account Manager about putting 
a maximum on this fee. This is more effective if you educate your 
employees about smart shopping.
Low cost alternative (LCA)/Reference based pricing (RBP) •	 —  
LCA pricing takes place when there is a generic version, or lower 
cost alternative, of the drug prescribed by your doctor. The purpose 
of LCA pricing is to help manage escalating drug costs. It benefits 
everyone by encouraging the use of less expensive drugs that are safe 
and effective. RBP, which is applied in coordination with LCA, is also 
based on the assumption that certain medications within a drug class 
are interchangeable. While the LCA replaces a drug (usually a brand-
name drug) with a lower cost option, RBP replaces the drug prescribed 
with another drug that has the same therapeutic benefits. It’s possible 
that the replacement drug might have a different chemical make-up 
and structure. 

Pacific Blue Cross does take measures to protect plan sponsors  
against catastrophic costs

High-amount pooling•	  is included with all insured Extended Health 
plans. This allows groups to band together in a pool to protect 
themselves against single-incident catastrophic expenses. This is 
necessary to ensure renewal rates are contained and experience is not 
derailed. 
Stop Loss Insurance•	  is standard for all Administration Services Only 
Extended Health Plans. It provides plan sponsors with protection 
against catastrophic or unpredictable losses.
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Smart shopping pays off
Mark Smith has high cholesterol. He takes 
Lipitor (20mg) daily. Over the course of a year, 
assuming he fills his prescriptions every three 
months and he buys these at Pharmacy A, he will pay: 
$2.53 (2.08 manufacturer cost + 21% mark-up/pill) x 365 days + 
($8.65 dispensing fee x 4 times/year) = $958.05

The following month, after being encouraged by his employer to 
shop around for a better rate, he discovered he could get the same 
prescription at Pharmacy B for:
$2.11 (2.08 manufacturer cost + 1% mark-up/pill) x 365 days +  
($5.09 dispensing fee x 4) = $790.51

This is an annual difference of $167.54 (17%).  
With a 20% co-pay, the member would save $33.51

This is a notable difference and would likely be most impactful to 
employees who are asked to cover a percentage of their drug costs. 
However, the importance of shopping around really hits home when 
dealing with a specialty drug like Remicade.

Tanya Smith suffers from Arthritis. She weighs 
about 60 kg, and will take approximately 1400 mg 
of Remicade over the course of a year. Assuming 
she purchases the vials individually from 
Pharmacy X, she will pay: 
$1,121.63 ($940 + 19% mark-up/dose) x  
14 doses + ($8.85 dispensing fee x 14) = 
$15,812.72

If she shopped around, she could have purchased the vials from 
Pharmacy Z, she would have paid:
$951.69 ($940 + 1% mark-up/dose) x 14 days +  
($5.09 dispensing fee x 14) = $13,394.78

This is an annual difference of $2,417.97 (15%). 
With a 20% co-pay, the member would save $483.59

These examples were created using actual information, although no names were used. The examples are meant to 
illustrate the potential money saved by shopping around.
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“Moving into the Future…
…employers will need to find a balance between costs and savings. 
While cost-sharing with employees is an important negotiation, you 
will need to ensure the changes you make will continue to provide 
access to drugs that improve health outcomes. Drug costs cannot 
be looked at in a silo. It’s important to recognize the relationship 
between drug costs, disability costs and absenteeism, and how 
these three things support the health of your employees.”  
Brian Mathae, Director, Group Client Development

Prevention
Decreasing the need for drugs is also an important strategy. Margaret Ng, 
the Program Manager, Health and Wellness at Pacific Blue Cross, has been 
working with employers to help prevent negative health outcomes: 

Make difficult decisions early
Plan sponsors, despite getting the information early, are often reluctant 
or slow to make changes to their benefit plans, even when they know 
which changes will likely result in cost reductions. This could be because 
of the lengthy process associated with negotiating changes or time 
struggles. However, making difficult decisions sooner puts your business 
in a better place.

“What is often forgotten about in the analysis of drug trends are all of the 
other costs of poor health. Drug cost represents only a portion of the costs 
of chronic conditions on the healthcare systems. Indirect costs include lost 
productivity. Intangible cost includes cost associated with changes in quality 
of life in individuals. Thus the burden of illness on the healthcare system, 
individuals, and society is enormous.  

The key to cost management will involve working together in pursuit of 
health; part of this includes involving plan members in improving their 
own health, having workplaces create an environment that is supportive of 
healthy lifestyles, and having health services institutions such as PBC provide 
resources and tools to make this journey easier. According to the Ottawa 
Charter of Health Promotion, the notion of reorienting health services 
involves a move in the health promotion direction beyond clinical and 
curative services.”

8



 Graphical analysis of Pacific Blue Cross’ information was provided by Brogan Inc.
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Mailing Address
PO Box 7000
Vancouver, BC  V6B 4E1

Street Address
4250 Canada Way
Burnaby, BC
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