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There is little doubt that pharmaceutical benefits are at 
the forefront of plan sponsors’ minds, often representing 
the most costly component of any group benefits plan. 
In this roundtable, our participants examine various 
aspects of pharmaceutical benefits, including plan 
design changes, specialty drugs and the potential for 
pharmaceutical benefits to transcend the boundaries 
of the private payor space. The ensuing conversation 
reflects an insightful discussion of the key areas that are 
shaping the industry today. 
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	 1 	 How have plan sponsors typically approached pharmaceutical 
benefits and what needs to change?
JML: Typically they have approached it as a second thought but the dynamic has changed. Now, a drug plan, for example, 
can be hit by one claimant, one drug for $1 million a year. We need to work together more proactively to reflect and 
think about these scenarios so that we can put mechanisms in place to help plan sponsors invest their money wisely and 
establish good governance of their drug plan.

AG: Typically pharmaceutical benefits were approached as part of defined benefits, and a further subset of HR or 
employee benefits. With the recognition that pharmaceutical benefits are becoming a major cost driver, the approach 
needs to focus on managing this particular subset. 

JML: The diversity of clients’ needs and increasingly frequent requests for information is why we now have a full 
department here at Sun Life just looking at this. 

	2 	 What plan design changes have been most popular with clients? 
JML: The first and most important is the pay-direct drug (PDD) card to facilitate drug plan management. Our adoption is 
around 85% for our contracts right now. This is closely followed by generic substitution and then prior authorization. The 
prior authorization is linked to our Preferred Pharmacy Network. We also are seeing a fair amount of dispensing fee caps 
as well, outside of Quebec. Dispensing fees are about 20% of drug spend today so putting a limit on what is reimbursable 
can help. 

AG: In addition to dispensing fees, we now have a lot of tiered formularies. 
Previously, plans paid the majority of the cost of a drug – in some cases up to 
100%. Today it’s becoming common to shift more of the cost to the employee 
through dispensing fee caps, lower co-insurance and tiered formularies. 

JML: The hope is that these plan design changes will not simply be a cost transfer 
to the individual as out-of-pocket, but that they will help change member 
behaviour so that members become more efficient consumers; for example, buying 
for a longer duration to minimize dispensing fees, using the preferred pharmacy 
networks with lower costs, making smarter choices when it comes to selecting a 
drug with their physician, etc. 

	 3 	 What are some of the new trends that we are seeing in 
pharmaceutical benefits and how do these trends impact Sun Life’s 
pharmaceutical benefits offering? 
MR: With the increase in specialty drugs coming to market, our clients are looking for solutions. Consequently, we 
are seeing a trend towards the active management of drug plans, e.g., evidence-based drug plans, preferred pharmacy 
networks, more robust prior authorization programs, in order to get better pricing for members and provide a more 
consistent plan member experience at the pharmacy.



	4 	 Why are employers paying more attention to these issues today? 
AG: One of the biggest reasons is that employers are starting to see the impact in the cost of their benefit plan. Also, 
there is more media attention. People are fascinated by news about the latest specialty drug that is a potential cure  
for a previously incurable disease, or more rare/orphan diseases being diagnosed. I think there is more emphasis on 
healthcare today, on both the treatment and wellness sides; this is hitting employers and they are turning to us for 
information and help. 

JML: Maybe it is simplistic, but what I am hearing from clients and consultants is that healthcare was flying under the radar 
until about 2010, when total compensation started to gain popularity. The benefit component became as important as 
retirement savings.

	5 	 What are some of the barriers to implementing some of the drug 
plan options available in today’s market?
JML: Resistance to change is a major barrier. Within the union environment, for example, there are often advance 
negotiations that are required to implement change. In the past, employers have been reluctant to implement new 
options until something happens that gives pause for thought. For example, a major expensive drug hits their plan 
experience and, depending upon their financial model, they are forced to put control mechanisms in place.

MR: Adding to that, it’s sometimes easier to maintain the status quo until there is a trigger point for change, whether it 
be a financial mandate, implications on cost, a certain amount of time has passed, internal influence, external influence, 
or otherwise. I think a significant barrier to change is the fear of member backlash. Despite the fact that, at Sun Life, we 
strongly believe that all of the drug plans and cost management strategies we have in the marketplace are very plan 

member-centric and oriented both up-front and on an ongoing basis to support 
members, there is still a concern that the cost of the change management will 
exceed the savings gained from the change itself. Until that balance is weighed far 
more in terms of the immediate and long term savings, some people are not really 
ready to make changes. 

AG: Perceptions, or sometimes or lack of understanding of the cost management 
strategy, can also play into it. If we talk about brand vs. generic, for example, there 
is a misperception that brand products are more effective than generic products. 
There is also the historical trend. In the last three to five years, we had a lot 
of environmental factors, such as generic drug reform and the patent cliff that 
were keeping costs at bay. The historical pattern has almost become a barrier to 
implementing change until we have a burning platform issue.

	6 	 What is the right balance between controlling costs and providing 
value for plan sponsors and maintaining access to drugs for plan 
members?
AG: There is no perfect answer to this and each company will be different, depending upon where they are located 
geographically, the industry they are in, the type of work their employees are doing, their demographics and more, which 
is why we have some standard options but we also have a menu of options for clients to pick and choose from because it 
needs to be adapted to their reality.



	7 	 How do you define specialty drugs?
AG: The definition has been evolving. Historically, biologics were considered specialty. Nowadays specialty drugs can be 
defined as ones that have special manufacturing processes, special administration (i.e., other than by mouth) or special 
distribution (e.g., refrigeration, also known as cold chain). More so nowadays it is cost, when the annual cost of treatment 
per patient is over $10,000 or more.

	8 	 What are some of the issues for the benefits industry around high-
cost or specialty drugs today?
AG: Surprise entry to the market and unknown patient populations. We have to remember that private drug plans were not 
designed for million dollar claims. 

MR: A few years ago, a high cost drug was maybe $10,000 a year. This is no longer the case, and prices are increasingly 
becoming an issue, with some drugs costing in excess of $100,000. This makes it harder to predict the risk of these claims 
and puts our pooling products in the industry at risk. We want to offer the best protection possible for our clients but 
cost efficiency is becoming an increasing challenge. 

	9 	 We’ve seen that specialty drugs can significantly impact costs. What 
is the future of specialty drugs?
JML: These products are innovative and offer treatment options that did not exist 
in the past, but we have to find the right balance between the benefits of the drug 
and pricing sustainability. 

The advancements in R&D suggest a future with more specialty drugs coming to 
market, some of which have the ability to treat the masses. We foresee a future 
where specialty drugs will be able to target diseases at the individual genetic level. 

MR: I think we have reached a place where specialty drugs have exceeded our 
price expectations. When they first came out, they were ten, twenty or fifty 
thousand dollars; now, it’s not uncommon to see a $75,000 drug taken orally that 
treats cancer and we’re seeing rare disease drugs that are north of a quarter of a 
million dollars per year, which impact very few people. I think there will continue 
to be work there, but the pendulum will start to swing back to specialty-type 
products that can treat more mainstream conditions e.g., cholesterol and other conditions that could impact 5-15% of 
plan members. The age of the $600/year blood pressure or cholesterol pill is long gone. We will start to see a lot of very 
specific treatments somewhere in the $5 - $15,000 range, treating more mainstream conditions (e.g., conditions that could 
impact 5 – 15% of plan members).

	10 	 What are solutions in this high cost environment for private payers?
MR: We’ll continue to see some of the developments that we have seen in the United States; for example, tiered 
formularies, negotiated prices and the expansion of pharmacy networks. The price file in terms of what you pay for those 
high cost drugs and the markup for them will continue to be an area of focus moving forward. 



	11 	 There are many benefits to plan members with a pharmaceutical 
benefits program. How do Sun Life’s pharmaceutical benefits 
programs help plan sponsors?
JML: We believe we have the right balance between providing access to treatment for plan members  
while providing cost sustainability for plan sponsors. Our products are developed by a team of pharmacists and a 
very solid team of project managers (who themselves have worked in pharmacies) who carefully consider all aspects 
(communication, claims, operations, legislation, member experience, etc.). So our solutions just make sense. They are 
simple, communicated clearly and they resonate well with the marketplace and our sponsors. 

MR: Sponsors look to us to provide them with the drug plans that allow them to serve their employees. They also want 
to be able to sleep at night, knowing they are working with a trusted company that can manage the drug plan, make sure 
the right claims are paid, and help to optimize the health of their employees. 

	12 	 The media has recently given attention to the potential for a 
national prescription drug program. If Canada implements coverage 
of prescription drugs under such a program, what will be the impact 
for group benefits providers?
JML: The Canadian population spends about $30 billion on drugs every year. 
What are the implications of a single payor subsidizing this? It’s not for us to 
comment on the political willingness and budgetary capacity to absorb this as 
one single payor and what that would entail, but I do think that there is room for 
improvement and collaboration. We live in a very competitive and fragmented 
marketplace. 

High cost treatments for rare disease is one area where we think everyone would 
benefit from having some sort of centralized payor for this category of drugs. 
Industry working groups and discussions are ongoing. I think Sun Life will continue 
to be a key stakeholder, in a coordinated effort with the CLHIA and other insurers. 

To provide better access to prescription drugs in Canada, we echo CLHIA’s 
recommendations, i.e:

•    To change the Patent Medicines Prices Review Board’s mandate to reduce drug prices for all Canadians

•    A national minimum formulary to reduce complexity in the system

•    A new orphan drug regime to approve and fund orphan drugs in Canada.

Most importantly, there is a need for a government plan for catastrophic drugs. Public-private collaboration is key in 
achieving cost efficiency and ensuring the success of a national plan.

MR: When different insurers have different perspectives on high cost drugs, it leads to inequity and hits the front page, 
and this does not reflect well on anyone. It is not just a concern about the media, but the plan member getting different 
coverage just because of something like where they live. When it comes to high cost, there are fewer options for plan 
members and inequity and reimbursement become very noticeable.  
A more coordinated approach would hopefully lead to better pricing and more consistent coverage. 
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