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Changing the Way You Think 
about Pharmacy Benefits 
Management 



Catalysts for Change in Health Care & Benefits 
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Since 1980 – One of the nation’s leading and largest non-profit coalitions 
of HR/health benefits professionals

4M+ Lives – Represent more than 150 mid, large & jumbo self-insured 
public & private companies

$15B+ – Annual employer member spend on health care

Community of Your Peers – A sharing and friendly environment to help 
you collaborate, benchmark and learn

Trusted Source – Helping benefits professionals find solutions to better 
manage the cost of benefits & the health of employees & families



Today’s Changing Pharmacy Benefits Landscape
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• Self-insured employers are the real payers of health care – not carriers or 
PBMs – yet they have little to no say about costs

• As plan sponsors employers are fiduciary – and they have an obligation by 
law (DOL) – to offer the “best benefits at the best price” (fair pricing) for 
beneficiaries (employees and family members)

• The marketplace continues to lack transparency by many intermediaries with  
opaque business practices that significantly increase costs for employers 
without providing equivalent value for the services provided

• For the first time, new legislation (e.g., Consolidated Appropriations Act) 
puts employers and other purchasers on the hook for benefits to be cost-
effective



2023 Annual Employer Health 
Benefits Priorities Survey



Threats to Affordability of Employer-Provided Medical

Coverage
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Pipeline for high-cost cell & gene therapies

High cost of hospital/inpatient care

Cost of specific diseases & conditions

Medical inflation

Specialty drug spend

High medical cost claims

High cost pharmacy claims

New million-dollar treatments approved by FDA

Very concerned

Concerned

Somewhat

concerned

Not concerned
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Payment Reform Strategies Offered
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Site of care strategies

Transparent PBM

Steerage within networks

Reducing waste, inappropriate & low-

value care

Tiered networks

Onsite or near-site clinics

Centers of excellence/episodes of care

Specialty drug management

Offer in 2023

Under review

Not offered

Need more

information
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Pharmacy Benefits Offered
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Benefit design encourages biosimilar utilization

Low-value drugs removed from formulary

Custom formulary

Comprehensive medication management

Use of authorized generics

Clearly defined PBM contract terms to optimize savings,

including pass-through of all rebates & fees

Plan design steers to lowest cost drugs

Offer in 2023

Under review

Not offered

Need more

information
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Employer Best Practices



Caterpillar: Serve as their own Prescription Coordinator
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Frustrated by ongoing waste……

• Contracted directly with 2 major 
pharmacy retailers bypassing traditional 
PBM pricing

• Developed new pricing methodology to 
eliminate use of AWP

• Ensured profitability to pharmacy partners

• Established audit rights to ensure pricing 
methodology was properly applied

• Uses own internal physicians and 
pharmacists as P & T committee

• Use own drug formulary based on 
clinical efficacy, not rebates

• Narrow formulary is based on value-
based drugs; mostly generics; 
specialty drugs heavily managed 
through Specialty Pharmacy

• Low and no value drugs are out

• Negotiates directly with retail 
pharmacies and narrow pharmacy 
network – based on outcomes

Over 20+ years, they have saved 
tens of millions of dollars (each year) 

and dropped patient costs
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Large Employer in Midwest – Value-based design, no 
drug formulary
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Employer Journey – www.specialtyrxtoolkit.org

Based on shared value of a drugs outcome between the member and employer

Lifestyle-Enhancing – Member pays all 
or greatest amount for drugs used to 
enhance lifestyle – Diet aids, ED, cosmetic

Convenience – Member/employer 
share equally for drugs not directly 
associated with preservation of life or 
normal functioning of body systems 
essential to life (or drugs with less costly 
treatment options and same clinical 
outcomes) – Non-sedating antihistamines, 
toenail fungus creams, certain sedatives 

Business Preserving – Employer assumes 
greatest amount with member cost share 
for low or no cost drugs that treat chronic 
conditions (resulting in high levels of lost 
work time/long-term disability); typically, 
the largest group – diabetes, hypertension, 
cholesterol

Life-Preserving – Employer assumes 
greatest amount for drugs directly 
associated with preservation of life or 
functioning of body systems essential to life 
– infections, pain, seizures, depression, 
cancer
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http://www.specialtyrxtoolkit.org/


What Progressive Employers are Doing
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1. PBM contract clearly defines terms and pricing 
conditions so ALL PBM revenue is transparent 
and retained by employer

2. Requires pass-through for all pharmacy 
discounts, rebates, pharmacy spread, retail 
and mail-order discounts so that the true costs 
and not just the price are known

3. Guarantees disclosure of all financial flows, including PBM revenue streams, 
including margin pricing, formulary management fees, data sales 

4. Ensures that price protection rebates required by PBMs from drug manufacturers 
are disclosed and passed through (these rebates are often worth more to PBM then 
traditional rebates)

5. Requires PBM contracts exclude use of copay claw backs at the pharmacy 



What Progressive Employers are Doing
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6. Ensures all relationships are free of conflict and permits 
relationship with any PBM regardless of carrier

7. Requires annual market checks 

8. Exercises full auditing rights, including the handoff between 
supply chain partners and how they get paid between 
contracts (the part we can’t see); PBM does not control what 
companies are used to audit them

9. Guarantees the ability to block low-value, high-cost drugs

10.Uses performance-based contracts with penalties for not 
meeting goals and incentivizes for improved outcomes for 
drugs and related treatments



How the Heck Will Employers Pay for High-cost Cell & 
Gene Therapies
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• Current pipeline for high-cost cell and gene therapies is big!

• Drug manufacturers can charge what they want; doesn’t mean employers will 
cover them

• Employer’s want to pay for value

• New Hemophilia drug costs over $2M – Cures the disease – for employers 
it’s a game changer

• Drug for inherited retinal disease at $425K per eye – not a cure



Payor Strategies for Cell & Gene Therapies – mostly, 
nothing new
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• Subscription models – single pre-
determined payment; as many patients as 
are possible treated (e.g., State of 
Louisiana-HepC)

• Pay over-time – same as a value-based 
payment relying on mortality or morbidity 
projections to estimate the cost burden per 
patient

• Public funding and public risk pools –
similar to taxpayer funded state level CHIP 
pools to back stop employer insurance risk 
and mitigate costs to the employer’s 
reserves – relies on tax revenue or a new 
tax

• Pledge – capped per patient per 
therapy payment

• Single employer specialty drug 
carve out – relies on reinsurance 
or stop loss

Private multi-employer risk 
pooling – collaborations between 
employers to carve curative 
therapies into a master risk pool that 
is discretely underwritten for 
premiums



CAA – Important Legislation
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This legislation puts employers and other purchasers (not TPAs) are on the 
hook for health benefits that are cost-effective, high quality and meet 
mental health parity and pharmacy benefit requirements – Data collected 
will:

• Provide valuable information about competition and market concentration in 
the pharmaceutical and health care industries

• Enable policymakers to make informed decisions to:

o Identify excessive pricing of prescription drugs driven by industry 
concentration and monopolistic behaviors

o Promote the use of lower-cost generic drugs

o Address the impact of manufacturer rebates, fees, and other fees on 
prescription drug prices and on plan, issuer and consumer costs



What employers can expect….
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 CAA legislation put the responsibility on employers to send our fee/pricing data 
to the government – but according to our suppliers – we’re not allowed to see 
it – so we paid them to send it to the government!

 The government’s top focus is Transparency which seems encouraging

 Despite employer’s being the real payors of health care, and our important role 
as fiduciary, we will continue to be in the dark – for now! 

• Legislation may be the only way to see real change in pharmacy benefits

 We hope new employer trends in unbundling the PBM model continue to work!  



Future Legislative Considerations 
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Today, focus is on PBM Business Model

 Retain rebates

 Keep the spread

 Keep drug distribution in house

 Use of clawbacks

 Trying to make them serve as 
fiduciary!!!!

Legislators also need to focus on:

 Price manipulation

 Price transparency

 PBMs should be required to 
publish their prices (just like 
hospitals and carriers)

 Predictable Costs



Employer Perspectives
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“Employers must drive 
innovation, or it will be driven 
for us.”

“We have been doing this for 
a long time and we’re trying 
to do something different –
we are committed to doing 
something different!”

“We have to continually be in 
front of where we want to go 
– we are the real payer and 
we have to start leveraging 
the power we have”

“We must walk the walk! Who 
is willing to play ball and walk 
the walk with us?”



Thank You!

Cheryl Larson, President & CEO 

Midwest Business Group on Health

clarson@mbgh.org
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MBGH Employer Action Briefs

• Biomarker Testing: What It Is & 
Why Should Employers Invest In It?

• Employers & Biosimilars: Stories 
from the Real World

• Why Should Employers Care About 
Improving Employee Vaccination 
Rates?

mailto:clarson@mbgh.org
https://www.mbgh.org/resources/action-briefs
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https:/higherlogicdownload.s3.amazonaws.com/MBGH/ef998dc2-0de9-4904-b6d7-a36b4c0cef4b/UploadedImages/Action_Briefs/2023/Biomarkers/MBGH_Biomarkers_Action_Brief_2023_Final.pdfhtmlfile/Shell/Open/Command
https://higherlogicdownload.s3.amazonaws.com/MBGH/ef998dc2-0de9-4904-b6d7-a36b4c0cef4b/UploadedImages/Action_Briefs/2023/Biosimilars_Action_Brief_Final.pdf
https://higherlogicdownload.s3.amazonaws.com/MBGH/ef998dc2-0de9-4904-b6d7-a36b4c0cef4b/UploadedImages/Action_Briefs/2023/Vaccine_Confidence_Action_Brief_Final.pdf

