
Group Benefits

Understanding 
specialty drugs

What your pharmaceutical benefits plan may look like over the next decade



Sun Life Assurance Company of Canada (“Sun Life”) is pleased  
to share the following Q & A as a brief overview of what specialty drugs 
are, how they may be impacting your pharmaceutical  
benefits plan, and how Sun Life can help you. 

If you have never heard of specialty drugs, it’s probably because they were a lot less prevalent before the 
end of 2013. Although they impact only 2% of claimants,2 specialty drugs are growing and, they contribute 
significantly to total drug cost. While they provide benefits to your plan members, they do impact your 
plan through escalating costs and increases in pooling premiums. 

Over the last few years with the patent cliff (blockbuster drugs3 
becoming genericized and then being sold at a fraction of the 
price due to expiration of the patent), the growth in specialty 
drug costs was masked in the overall drug spending trend.  
This, however, is not the case today due to the large increase  
in the launch of new specialty drugs, and drugs that target  
rare disease conditions, combined with the slowdown in  
drugs coming off patent. The top specialty drug categories  
by spend are for rheumatoid arthritis, multiple sclerosis, cancer 
and hepatitis.4 

When rare disease5 drugs are considered, the expense is often over $100K per year for treatment per 
claimant. The good news is that we now have treatments for rare diseases, such as paroxysmal nocturnal 
haemoglobinuria (treated with Soliris), cystic fibrosis (treated with Kalydeco), and Morquio A (treated with 
Vimizim). However, these drugs are over $300K per year for each claimant and private drug plans were not 
designed to manage the costs associated with such drugs. It is estimated that 6000-70006 rare diseases have 
been identified to date; this number is expected to increase over the next decade, resulting in new research, 
and potentially more products, in the specialty drugs market.

Between 2011 and 2014, the 
percentage of total drug spend 
represented by specialty drugs 
increased from 18% to 25%.1 

2

 
• In 2005, Sun Life  

had no annual  
single drug claim over $75K; 
now we have hundreds of 
similar claims.

• Today, the number of Sun Life’s  
annual claims over $75K is three 
times what it was in 2013.

Fast facts

Did you know?

 
What is the future  
of specialty drugs?
There are currently developments 
in specialty cholesterol medications 
and oral oncology treatments, 
which will further contribute to 
escalating drug plan costs.



1	 What	is	a	specialty	drug?

There is no standard, scientific definition for specialty drugs. The definition has been evolving; however,  
the presence of one or more of the following features indicates that the drug is a specialty drug: 

• Special manufacturing techniques (e.g., using bacteria or viruses to produce the drug) 
• Special distribution (e.g., requiring cold chain) 
• Special administration (e.g., IV infusion or subcutaneous injection) 
• Generally used by a small percentage of the population 
• Cost of a typical annual treatment is $10k or greater per claimant 
• Typically prescribed by a specialist physician (not a family doctor)

You may also have heard the following terms, which are often used  
interchangeably with “specialty drugs”: 

Biologics: These are innovator drugs, made with large protein  
molecules. Rather than being made chemically (like brand name  
and generic drugs), they are made with living cells. The first generation of biologics included insulin and 
vaccines. More recently, new biologics produced using the latest genetic science include monoclonal 
antibodies and proteins, such as Remicade and Humira.7 

Subsequent Entry Biologics (SEBs): This is a biologic drug that is similar (but not identical) to the innovator 
biologic drug, and enters the market after the innovator product’s drug patent has expired, produced 
through the use of similar latest genetic science as the original biologic product. 

2	 What	are	some	of	the	specialty	drugs	currently	on	the	market	in	2015	and	Which	
diseases	do	they	target?

Specialty drugs currently on the market include, but are not limited to:

• Remicade, Humira, and Enbrel (target autoimmune disorders8 such as rheumatoid arthritis,  
 ankylosing spondylitis, plague psoriasis, psoriatic arthritis, Crohn’s disease and ulcerative colitis) 
• Sovaldi/Harvoni (target hepatitis C)
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3	 What	are	some	of	these	diseases,	hoW	are	they	spread	and	What	are	the	symptoms?

name	of	
disease

nature	of		
the	disease

method	of		
transmission

symptoms	may		
include

Hepatitis C9 Hepatitis C is a contagious 
liver disease that ranges in 
severity from a mild illness 
lasting a few weeks to a 
serious, lifelong illness that 
attacks the liver. It results 
from infection with the 
hepatitis C virus (HCV), which 
is spread primarily through 
contact with the blood of  
an infected person. 

• Sharing needles, syringes, 
or other equipment to 
inject drugs

• Needlestick injuries in 
health care settings

• Being born to a mother 
who has hepatitis C

Less commonly, a person 
can also get hepatitis C virus 
infection through:

• Sharing personal care 
items that may have 
come in contact with 
another person’s blood, 
such as razors or 
toothbrushes

• Having sexual contact 
with a person infected 
with the hepatitis C virus

Approximately 70%–80% 
of people with acute 
hepatitis C do not have 
any symptoms. However, 
mild to severe symptoms 
soon after being infected 
can include fever, appetite 
loss, nausea, abdominal 
pain and jaundice. For a full 
list of symptoms, please 
visit http://www.cdc.gov/
hepatitis/hcv/cfaq.htm

Crohn’s 
disease10

Crohn’s disease is an 
inflammatory bowel disease (IBD).  
It causes inflammation of the 
lining of your digestive tract.

Autoimmune disorder  
(the body attacks itself for 
unknown reasons)

Diarrhea, fever and fatigue, 
abdominal pain and 
cramping, blood in the 
stool, mouth sores.

Rheumatoid 
arthritis11

Chronic inflammatory 
disorder that typically affects 
the small joints in your hands 
and feet. Unlike the wear-and-
tear damage of osteoarthritis, 
rheumatoid arthritis affects 
the lining of your joints, 
causing a painful swelling that 
can eventually result in bone 
erosion and joint deformity.

Autoimmune disorder Tender, warm, swollen joints;

Morning stiffness that may 
last for hours;

Firm bumps of tissue 
under the skin on the arms 
(rheumatoid nodules);

Fatigue, fever and weight loss
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4	 Which	diseases	represent	the	highest	spend	in	specialty	drugs?

Sun Life’s book of business in 2014 identified the top four disease categories that represented the highest 
spend in specialty drugs as rheumatoid arthritis, multiple sclerosis, cancer and hepatitis. We expect even 
2015 data to look different due to the rapidly changing landscape in specialty drugs. Harvoni, another drug 
for hepatitis C that was approved in November 2014, has quickly become one of the top drugs expected  
to drive spend in 2015. 

5	 Why	is	hepatitis	c,	in	particular,	often	mentioned	in	conjunction	With		
specialty	drugs?

Recent new drugs launched in 2014, including Sovaldi and Harvoni, specifically target hepatitis C and have 
accounted for a significant proportion of drug spend for plan sponsors. As a result, requests for more 
information on hepatitis C are increasing. 
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6	 Who	is	at	risk	for	hepatitis	c?12	

Some people are at increased risk for hepatitis C, including:

• Current injection drug users (currently the most common way hepatitis C virus is spread in the United States)
• Past injection drug users, including those who injected only one time or many years ago
• Recipients of donated blood, blood products, and organs (once a common means of transmission but 

now rare in the United States since blood screening became available in 1992)
• People who received a blood product for clotting problems made before 1987
• Hemodialysis patients or persons who spent many years on dialysis for kidney failure
• People who received body piercing or tattoos done with non-sterile instruments
• People with known exposures to the hepatitis C virus, such as
  • Health care workers injured by needlesticks
  • Recipients of blood or organs from a donor who tested positive for the hepatitis C virus
• HIV-infected persons
• Children born to mothers infected with the hepatitis C virus

7	 What	are	the	factors	that	have	resulted	in	increased	use	of	specialty	drugs?

Over the last five years, there has been a shift towards the development and manufacture of high-cost 
specialty medications (e.g., Sovaldi, Harvoni, Soliris, Vimizim, etc.). This shift has occurred for many reasons, 
including, but not limited to, research and development, better patient outcomes, ability  
of drugs to offset other costs within the healthcare system, improving workplace productivity, and  
the ability of private and public payers to pay.13 

8	 Why	are	specialty	drugs	so	expensive?

Specialty drugs are often created using living cells; they require a number of steps and 
standards that must be approved before the drug comes onto the market. 

For example, a conventional brand name drug tablet might be manufactured using a 10-step 
approach (including measuring ingredients, mixing, drying, compacting, and coating) and 
could be protected by a few patents on the main ingredients. With a biologic, the entire 
process can take closer to 100 different steps involving living organisms. The end product  
(the ingredient) might be protected by numerous patents, but, more importantly,  
the manufacturing process steps are protected by trade secret. As mentioned, 
these drugs are highly sensitive and must be stored in a safe environment 
(many have to be refrigerated or stored at a constant temperature).14 

9	 hoW	does	sun	life	financial	help	plan	sponsors	to	manage	the	cost	of		
specialty	drugs?

Sun Life Financial has a number of solutions within our pharmaceutical benefits program that can help plan 
sponsors offset the cost of rising, specialty medications: 

Provincial integration: A standard plan feature at Sun Life, it ensures that, where appropriate, eligible plan 
members have applied to the available government programs for coverage. Directing drug claims to these 
programs helps manage increases overall in drug claims. It also enables plan members and their dependants 
to maximize their drug coverage. 



Prior authorization: Ensures that plan members are approved for coverage of the appropriate specialty 
drugs for use at the right time in their course of treatment and for the right indications. As new drugs come 
to market, a thorough evaluation of them is conducted and appropriate criteria for use are developed, 
ensuring the use of the right drug for the right plan member at the right time. 

Preferred Pharmacy Network (PPN): Linked to Sun Life’s Prior Authorization Program, the Sun Life PPN 
encourages the use of a network of preferred pharmacies that offer reduced claim costs (through 
negotiated reduced markups) for specialty drugs and discounts on additional patient services. 

Negotiated discounts with pharmaceutical companies. Sun Life has negotiated an agreement with  
Janssen to provide plan sponsors and plan members15 with increased value and access through reduced 
costs for Remicade®. Remicade® is a specialty drug, indicated by Health Canada for the treatment of 
rheumatoid arthritis, ankylosing spondylitis, psoriatic arthritis, ulcerative colitis, Crohn’s disease and 
psoriasis. The industry-leading agreement between Sun Life and Janssen has resulted in both plan sponsors 
and plan members benefitting from significant savings. Sun Life continues to explore other opportunities  
for partnerships that drive savings. 

Evidence-Based Drug Plan (EBDP): The EBDP can be an excellent way to offset the cost of rising specialty 
drugs. The EBDP is a managed drug formulary using tiers and copays to promote the use of drugs that offer 
the best healthcare value. 

10	as	a	plan	sponsor,	do	i	need	to	change	my	drug	plan	design?

Plan design changes in the private drug space can help to mitigate increases in paid claims and pooling 
premiums that are expected. An excellent first step for plan sponsors would be to ensure that their plan has 
prior authorization and mandatory generic substitution. We continuously study the marketplace and are 
currently working on new strategies to address the issue of escalating costs. Sun Life would be pleased to 
talk to you about your drug cost management options – contact your Group Benefits representative today. 

look	for	more	details	on	specialty	drugs	in	our	Bright	paper,		
coming	in	the	fall	of	2015.	
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