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rescription drug costs
currently make up
roughly 70% to 75% of

all extended health benefit
expenditures, including vision
care, dental, physiotherapy, etc.
It’s not so much the amount paid
for this employee benefit that
has grabbed employers’ atten-
tions, but rather the rate at
which plan costs have been
increasing: 15% to 20% annually.
As this expense is expected to
double every five years, employ-
ers worry how they will be able
to continue funding it.

INCREASED USE

Overall, increased drug use is esti-
mated to account for two-thirds of
a drug program’s cost increases.
According to IMS Health, the
number of prescriptions dis-
pensed in Canada has increased
between 6% to 8% annually since
1999. The primary factors con-
tributing to the rise in employer-
paid scripts include:
• An aging workforce. With
more and more employees falling
into the 40- to 65-year-old age
bracket, the incidence of age-
related conditions (hypertension,
diabetes, etc.) continues to grow.
With a greater average number of
medications prescribed per
patient, and a greater number of
doses per script for maintenance
therapies, older employees are
driving plan utilization trends.
• Impact of mental illness.
Stress in the workplace has
received a lot of attention in the
media in the past few years. The
increased prevalence, social
awareness and acceptance of con-
ditions such as depression and
anxiety has led to a greater num-
ber of diagnoses and resulting
drug treatments. Overall, the
impact of mental illness for orga-
nizations is significant: in 2002, it
was estimated that mental illness
in the workplace costs nearly 14%
of the annual net profits of Cana-
dian companies (in drug costs,
decreased productivity, absen-
teeism and disability). One esti-
mate predicts depression will be
the second leading cause of dis-
ability worldwide by 2020, second
only to hypertension. 
• Direct-to-consumer (DTC)
advertising. Although still not a
reality in Canada, DTC leaks over
the border from the U.S. and con-
tinues to raise consumer aware-
ness, driving use upwards. 
• Cost shifting from the public
sector to the private sector.
• New indications for existing
therapies.

EXPENSIVE NEW DRUGS

We also continue to see new drug
therapies that represent true clin-
ical “breakthroughs” for patients.
For example, the recent intro-
duction of the “biological response
modifiers” used for the treatment
of rheumatoid arthritis and Crohn’s
disease (e.g. Remicade, Enbrel
and Kineret) has provided patients
with life-changing therapeutic
alternatives and, in many cases, the
ability to return to work. With
annual price tags of $10,000 to
$20,000 per patient such therapies,

can represent a sudden, “cata-
strophic” cost for any plan.

Treatments for other cata-
strophic illnesses such as cancer,
HIV/AIDS and multiple sclerosis
can also cost a plan thousands of
dollars each year. Moreover, with
patient-specific, genome-based
pharmaceuticals expected to
enter the marketplace mid-
decade, experts can only specu-
late on the kind of expense this
therapy will represent.

OVERALL COST INCREASES

Finally, an increase in overall costs
has contributed to skyrocketing
plan costs. In 2001, the average
prescription cost approximately
$40.00—an 11% increase from
two years earlier. Factors affecting
this average cost include:
• Prescribing practices. Wide-
spread acceptance of new pre-
scription drugs for conditions like

arthritis and stomach ulcers has
significantly decreased the use of
older, less expensive products.
Similarly, new suggestions for the
prophylactic use of medications
(e.g. the statins) are likely to have
an additional impact.
• Patent protection continues to
delay the entry of cheaper gener-
ic alternatives.
• Product line extensions. New
extended-release formulations or
two-in-one combinations of tradi-

tional products offer little clinical
advantage at a higher cost.

Perhaps the most obvious con-
cern for sponsors involves the
long-term sustainability of the
drug plan with such financial
pressures. Of equal consideration,
however, is making the link
between the use of medications
and productivity related costs of
disease in the employee popula-
tion. Timely and effective drug
therapy can have a beneficial
effect on absenteeism, short-term
and long-term disability costs, and
employee productivity on the job.
Employers must consider not only
the costs of treatment, but also the
real cost of untreated disease in
the employee population.           b
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