Soaring Drug Costs Will Drive New Flex Plans

By Scott Lamb
Benefits Canada August 22, 2011
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" Traditional approaches to drug plans need
to be revisited, but the industry needs to .,
Q move toward a properly designed flexible
benefits program that fosters better under-
standing among members, according to
. Morneau Shepell’s recent News & Views.
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. drugs coming on the market in the near
| i. future will drive up costs at an “intimidating
~ rate.

While rate of drug cost increases has been
.slowing recently, the company says new

This will further exacerbate an imbalance
- common among health benefits plans. Al-
" ready, between 10% and 15% of members
pine Inc. ’ are incurring more than 80% of plan costs.
AR H Costs will also rise as boomers age and,
e i ironically, as generations X and Y make up

Y€ more of the workforce.

~ “When we study information more closely,
il we see that the younger generations may
‘actually be less healthy than generations
/ that have gone before them,” the authors of
' | the report note. “Obesity, cholesterol, high

" blood pressure, asthma, allergies and dia-
betes are more frequently diagnosed in the

LR e BV ERE B B younger generations than ever before.”

127 VICTORIA ST. S. SUITE 202
KITCHENER ONTARIO
N2G 2B4
TOLL FREE (800)561-7551
PHONE (519)746-2600
FAX (519)746-2610
WWW.INTEGRATIS.CA

Traditional “one-size-fits-all” plan designs
diversity of needs, but, at the same time,

the solution.
Any solution would need to ensure that

are incapable of handling growing costs or °

flexible benefits programs are only part of |

those who demand less of their plan are not
unfairly shouldering the cost of those who rely
more heavily on the plan. Traditionally, singles
and couples have subsidized plan usage by
families, while the healthy subsidize the un-
healthy.

The authors point out that most traditional
three-option plans see roughly 70% of mem-
bers enrolling in the middle option, while 10%
to 15% enrol in the higher-end option.

A better design for flexible plans would include
incentives for improved individual health, which
would foster reduced use of the plan.

“Benefits programs will need to take lessons
learned from the ‘true’ insurance world and the
hard lessons learned about financial manage-
ment and credit from the latest economic
downturn and weave them into both plan de-
signs and how we all use benefits programs.”

u“

One factor driving costs is new high-cost
drugs, many of which can be classified as bio-
logical drugs (biologics). Biologics offer new
medical solutions for conditions like cancer,
Crohn'’s disease and Rheumatoid Arthritis.
Biologics play an important role in improving
the health, quality of life and productivity of
plan members affected by certain conditions,
and may prevent long-term disabilities. How-
ever, biologics can carry a high cost because
of their complex development and manufactur-
ing processes.
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