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We are on the verge of a major change in the Canadian employee benefits insurance landscape.  Having 
survived the post-demutualization rounds of mergers and at least one near-failure in the not-too-distant 
past, there are now considerably fewer insurance companies in Canada, and fewer still in the group 
benefits area.  In 1992, the top five life insurers in Canada had about 50 per cent of the total group life 
insurance business in the country.  By 2011, the top five gathered 85 per cent of the market.  Market 
concentration may be cost efficient, but not necessarily better for the consumer.  

Larger benefit plans are left unprotected from catastrophic drug claims 

We have seen the confluence of two seemingly divergent trends: insurance companies moving away 
from risk protection to administration, and claim administration functions being outsourced by insurance 
companies.  Most recently, the Canadian Life and Health Insurance Association assembled all group 
carriers to form compulsory stop loss pools to protect small insured plans from costly catastrophic 
claims.  Meanwhile, larger groups like yours are left to fend for themselves. 

Drug plans are becoming increasingly complex for sponsors and members 

We have seen prescription drug costs rise to the point of being noticed.  The provincial governments are 
scrambling to cope with the cost of their plans and are creating much stir in the process.  Employers and 
plan sponsors are struggling to remember the good old days when the average claim per member was 
$100 and not $1,000 per year, and cost control was superfluous.  Individuals, on the other hand, are 
being forced to learn about formularies, generics, prior authorization, and more as their share of the 
drug spend keeps on growing.  While it is futile to resist the mounting complexity of drug plans, the good 
news is that web-based tools are making it easier for the average person, and the average physician, to 
cope. Watch also for mobile applications featuring not only a wealth of information about specific 
medications, but individualised coaching to ensure the medication is correctly taken. As insurers rush to 
differentiate themselves, expect more innovative cost control and quality initiatives. 

New solutions offered by insurers 

So what are the insurers doing about it?  For a long time, most of the pack appeared to be doing nothing, 
but in the face of a tsunami of rising claims, this cannot be a viable strategy in the long run.  The truth is 
that there is no perfect solution, but numerous approaches.  What is your insurer doing?  How will you 
decide which one will be right for you and your plan members?  In the following graphic, you will get a 
peek at some of the variables you will see in prescription drug plans of the future.  Things are about to 
change.  Are you ready? 

http://www.bpmmagazine.com/02_archives/2004/february/shrinking_insurance.html
http://www.benefitscanada.com/uncategorized/act-now-save-later-2012-group-benefits-providers-report-27909


 
If you have questions regarding these cost control features and their implications for your organization, 
please do not hesitate to contact Jane Petruniak at 604-647-3233 or by email at 
jane.petruniak@pbiactuarial.ca .  

ABOUT PBI 

PBI Actuarial Consultants Ltd. is a dynamic and growing company focused on providing actuarial, 
administrative and investment consulting services for pension and benefit plans, as well as other trust 
funds across Canada. 

Visit our website at http://www.pbiactuarial.ca to learn about our services or connect with our experts 
for more information: 

Benefits: Avinash Maniram 604-647-3215 avinash.maniram@pbiactuarial.ca 
Pensions: Susan Chortyk 604-647-3230 susan.chortyk@pbiactuarial.ca 
Investments: Tony Williams 604-647-3232 tony.williams@pbiactuarial.ca 
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