
Spending on prescription
drugs is an important compo-

nent of health care costs in this
country. The $15 billion that
Canadians spent on prescription
drugs in 2003 represented 13%
of all health care expenditures.
Yet prescription drug spending
varies markedly between
provinces. Data from the Cana-
dian Institute for Health Infor-
mation show that per capita
spending on prescription drugs in
2002 ranged from approximately
$350 in British Columbia to over
$500 in Ontario and Quebec.

This variation is an effect of
differences in the volume of
drugs prescribed, prices paid for
chemically equivalent drugs and
the selection of drugs within
therapeutic classes. Using meth-
ods described elsewhere,1 I cal-
culated interprovincial differ-
ences in these “volume effects,”
“price effects” and “therapeutic
choices” using Canadian Com-
puScript data (IMS Health,
Canada) for oral solid prescrip-
tion drugs, which account for
79% of the market. IMS Health
groups these drugs by primary
indication into 171 mutually ex-
clusive drug classes, which are
further aggregated into 40 treat-
ment categories.

In 2002 per capita spending
on oral solid prescription drugs
varied across the provinces by
51%, ranging from $269 in
Saskatchewan to $406 in Que-
bec (see Fig. 1 and the online
table [www.cmaj.ca/cgi/content
/full/170/3/329/DC1]). In gen-
eral, western provinces spent
less on these drugs than did
eastern provinces. Much of this
difference is explained by vol-
ume effects. In particular, the
volume of drug purchases was
lower in British Columbia and
Saskatchewan than in the other
provinces. Although Quebec
residents received more pre-
scriptions per capita, the average
prescription length was shorter
than in the other provinces. The
net effect was, as in Ontario, a
modestly higher volume effect

than in the other provinces. In
New Brunswick and Nova Sco-
tia, the volume effect was more
pronounced.

Price factors explain very little
of the cost differences across
provinces. Variations in unit
prices, including all professional
fees and mark-up, were no greater
than 7%. Much of the variation in

price reflected average dispensing
fees paid per unit of drug pur-
chased. Shorter prescriptions re-
sult in higher dispensing fees per
unit, as the examples of British
Columbia and Quebec illustrate.
The average total unit price in
Quebec was 7% higher than the
average for all other provinces
combined,  but the average length
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Fig. 1: Magnitude and determinants of interprovincial variation in
per capita drug spending on oral solid prescription drugs, 2002.
Cost-drivers are shown as volume effects, price effects and therapeu-
tic choices. Volume effects represent differences in the number of
prescriptions for oral solid drugs and in the average number of units
dispensed per prescription. Price effects represent differences in unit
prices for products already on the market and in cost savings from
the use of generic drugs. Therapeutic choices represent differences
in the choice of product class from which to prescribe and in the se-
lection of specific drugs from within a class. Data are drawn from the
Canadian CompuScript Audit (IMS Health, Canada). Data collected
from 2100 retail pharmacies were projected by IMS Health to the
population of each province, with the exception of PEI and New-
foundland and Labrador, whose data are combined in view of their
smaller populations.
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of prescriptions in Quebec was 
far shorter. After adjustment for
dispensing fees paid per unit,
Quebec prices exceeded the aver-
age for the other provinces by
only 2%. British Columbia had
relatively long prescriptions, re-
sulting in total prices that were
4% below the average for the
other provinces. However, adjust-
ment for dispensing fees renders
British Columbia prices only 2%
below the average for the other
provinces. Removing estimated
dispensing fees from all provinces,
based on average fees paid by
provincial drug plans, reduces
drug price variation across
Canada to only 4%.

Therapeutic choices explain
some of the variation in drug
costs across the country. Quebec
residents purchased prescriptions
for relatively more costly classes
of drug within given broad thera-
peutic categories than did resi-
dents of the other provinces.
Residents of Saskatchewan,
British Columbia and the At-
lantic Provinces tended to pur-

chase from the least costly classes
of drug within treatment cate-
gories. For example, from within
the cardiovascular category they
received a greater proportion of
thiazide diuretics than ACE in-
hibitors, calcium-channel block-
ers or angiotensin II receptor an-
tagonists. Variation in drug
selection within narrow classes
was more modest. Residents of
British Columbia and Saskatch-
ewan received a lower-cost mix
of drugs from within narrow
drug classes than did residents of
the other provinces.

In general, observed differ-
ences in per capita expenditures
stem from multiple cost-drivers,
the most significant being the vol-
ume of drugs purchased and the
type of products selected. Resi-
dents of Quebec, with the highest
per capita drug expenditures in
Canada, used more prescription
drugs, used a more expensive mix
of products and paid more per
unit purchased than did residents
of the other provinces. In con-
trast, residents of British Colum-

bia and Saskatchewan purchased a
lower volume of drugs than resi-
dents of the other provinces and
received relatively low-cost thera-
peutic alternatives when drugs
were prescribed. Policy decisions
are likely to exert a significant 
influence on these dynamics.
Without evidence on appropriate
levels of drug use, it is difficult to
assess whether provinces with
high levels of spending are over-
investing, or whether other
provinces are under-investing, in
pharmaceuticals. Canadian re-
searchers and policy-makers
should focus attention on deter-
mining the influences on and the
impact of overall drug utilization
and broad therapeutic choices.
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How you can get involved in the CMA!
The CMA is committed to providing leadership for physicians and promoting the highest standard of health and health care
for Canadians. To strengthen the Association and be truly representative of all Canadian physicians, the CMA needs to hear
from members interested in serving in elected positions and on appointed committees and advisory groups.

The CMA structure comprises both governing bodies and advisory bodies either elected by General Council or appointed by
the CMA Board of Directors. The Board of Directors — elected by General Council — has divisional, affiliate, resident and
student representation, is responsible for the overall operation of the CMA and reports to General Council on issues of gover-
nance. CMA councils and committees advise the Board of Directors and make recommendations on specific issues of concern
to physicians and the public. Four core councils and committees consist of either divisional or regional representation, while
other statutory and special committees, and expert working and project advisory groups comprise individuals with interest and
expertise in subject-specific fields. Positions on one or more of these committees may become available in the coming year.

For further information on how you can get involved, please contact:

Prunella Hickson
Corporate Affairs

Canadian Medical Association
1867 Alta Vista Drive
Ottawa ON  K1G 3Y6

Fax  613 526-7570
Tel  1 800 663-7336, x2249

Email  prunella.hickson@cma.ca

By getting involved, you will have an opportunity to make a difference.

We hope to hear from you.


