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It’s a new year – your benefits team has new projects, goals, and plans for the next 12 months. As 
we emerge from another year of the pandemic, it is apparent that some things will remain the same 
as they always have been: prescription drugs are expensive, and your company is spending a lot 
of money on them. Can you continue with the status quo, or is this the year that you dive into your 
pharmacy benefit’s trends and vendor partners? 

Challenges with Traditional PBMs
It is time for employers to think critically about how they have been purchasing pharmacy benefits. 
Benefits leaders should ask if their PBM is really doing everything it can to help their company 
manage its pharmacy benefits costs. The answer may or may not surprise you: It is highly probable 
that your traditional PBM model is not doing enough to help control costs or improve health 
outcomes. 
 
For too long, PBMs have been crafting new ways to squeeze profits from the employer health plans 
that they have been tasked with protecting. While employers rely on their PBM partners to find the 
most efficient ways to purchase pharmaceuticals for their employees, most of these same PBMs 
continue to extract undisclosed revenue from that very same system. 
 
Employers should pay careful attention to the PBMs they hire to serve them. As a plan fiduciary, 
employer benefit leaders should take the time to re-examine their dependence on traditional PBMs 
to find a solution better aligned with their self-insurance strategies. For many years, employers 
have pursued alternative strategies with PBMs in an effort to better manage their pharmaceutical 
expenses, including the use of pass-through or so-called “transparent contracts,” preferred networks, 
and formulary management. However, the focus on these strategies has not apparently resulted in 
the desired outcomes of better managed pharmacy costs or a better experience for enrollees. So, 
what is an employer to do?
 
Pharmacy benefits are complicated, confusing, and expensive. By asking the right questions and 
challenging the status quo, plan sponsors will be able to clearly see there are viable alternative 
options that will allow them to be better stewards of their company’s health expenses. 

Focusing Your Effort
Wondering where to start? We have identified four key areas that benefit leaders should consider: 
lack of true transparency, poor member experience, rising specialty costs, and lack of access to data. 
Read on for additional insights into these critical areas:

Seeking Alignment and 
Transparency from PBMs
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Lack of True Transparency in Pricing, Incentives, and Rebates
Every benefit leader knows that it is confusing to understand the complicated web of payments, 
rebates, and fees associated with a PBM relationship. It feels intentional how complicated PBMs 
have made the nature of these arrangements, which makes them even more essential to dive into. 
Employers are often not aware of the multitude of revenue streams going into a PBM’s pockets. In 
order to serve as a well-informed fiduciary of a company’s benefits plans, benefit leaders need to 
inquire and challenge the flow of funds to see what drives PBM motives and behavior. 

In addition to rebates, there are a myriad of other sources of hidden revenue and payments that 
manufacturers quietly provide to PBMs. These impact the programs, policies, and behavior of 
the PBMs. Most of them are secret and confidential, and all are designed to reward the PBM for 
preferred treatment and formulary placement of selected drugs. According to some sources, 
these “administrative fees” can be far richer than the rebates that may (or may not) pass through 
to the plan sponsor. Payment schemes called “price protection rebates” are another surreptitious 
revenue stream for PBMs which allow the PBM to maintain profits and revenue if a drug’s list price 
increases. These “rebates” do not help employers in any way because the PBM is retaining the 
majority of the revenue. Benefits leaders should seek information about what their PBM collects from 
pharmaceutical manufacturers and compare it to what they claim to be passing through to them as 
the plan sponsor.

Why You Should Care:
 » The rebate and fee arrangements that PBMs have in place with the manufacturers could 

impact what they cover and promote on their formulary, which may be counterintuitive to 
what the most clinically and cost-effective medication is for a specific disease. 

 » It is possible that the “administrative fees” that your PBM receives from drug manufacturers 
are actually hidden rebates that the PBM traps in the supply chain and retains for their own 
profitability. 

What Can You Do?
 » Put your fiduciary hat on when thinking about PBMs – look critically at how they are earning 

money off of your benefits plan.
 » Use a knowledgeable, independent pharmacy benefits consultant who specializes in 

unpacking the problems inherent in traditional PBM contracts. 
 » Look closely to see what kind of PBM financial relationship you really have. Ask your 

consultant or broker what best-in-class really looks like. 
 » Look into what “spread pricing” may be doing to your company’s health costs.
 » Talk to the transparent PBM players – consider what they are doing and why they are breaking 

the PBM status quo. There are more “employer-friendly” approaches out there. 
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1. Source: Customer Guru. (https://customer.guru)

Poor Member Experience
Benefit leaders are not surprised when they see that health insurance carriers report less-than-
optimal net promoter scores. The key players in the PBM industry follow suit by reporting some 
of the lowest NPS scores in the healthcare industry. Two of the largest PBMs have a negative NPS, 
and the other large PBM has a reported NPS that is just above 01. This member experience is not 
necessarily a result of the benefit design that the employer implemented; rather, it is a result of the 
transactional nature of traditional PBM models. Big box PBMs usually prioritize speed and efficiency 
over quality when it comes to communicating with the patients they serve. Oftentimes, their clinical 
management is not in the best interests of the patient’s financial and clinical outcomes and more 
often reflects their own incentives towards the pharmaceutical manufacturer agreements they have 
negotiated. 

Why You Should Care:
 » Employers contract with PBMs in hopes of improving employee health and shepherding the 

enrollee throughout their therapeutic journey. Unfortunately, what mostly happens is that 
PBMs treat employees like another number and likely omit consumer-centric tools or services 
to empower patients. Thus, employers’ health benefits strategy will suffer as PBMs’ service 
works against their clients’ goals.

 » When PBMs make things difficult, confusing, or irritating for your health plan enrollees, 
the patients who need care and expert guidance the most will often fail to follow a given 
prescription regimen. Friction, cost, and consumer annoyance turns patients away from the 
appropriate course of treatment and leads to disjointed care and higher medical costs in the 
long term.

What Can You Do?
 » Look carefully at how your PBM reports satisfaction. What can be done to improve it? 
 » Look at how transparent PBMs educate and communicate with patients. How does the 

member experience differ at a more consumer-friendly PBM?
 » Come up with a plan to give your employees a better experience.  
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Rise in Specialty Drug Costs
Specialty drugs are a constantly evolving and critical part of the treatment regimen for some of the 
sickest individuals in your plan. Benefit leaders may face difficulty understanding the mechanics 
and labeling of these drugs, but should be aware that the number, type, and cost of specialty drugs 
increases constantly and has a huge financial impact on your health plan. Patients on specialty 
medications most commonly have multiple comorbidities, so managing beyond just the siloed 
specialty medication is critical to their overall health and healthcare costs. 

Why Should You Care?
 » While specialty drugs are critical for patients, they also form a very large part of the operations 

and revenue for PBMs. Consider this: Over 60% of all specialty medications are processed 
through the Big Three PBM-owned pharmacies, and specialty drugs account for 33% of the 
revenue for these same PBMs2. With that much revenue at stake for the PBM, what motivation 
do they have to reduce costs?

 » Specialty drug expenses as a percent of all Rx benefit expense has increased from 24% in 
2013 to just over 50% in 20203.  

What Can You Do?
 » Consider the alignment of the business interests of your PBM with the priorities of your 

company. How does your PBM pay for and administer specialty drugs? 
 » How does your PBM help control waste or abuse of specialty drug medications? Are they 

doing everything that they can?
 » What is your PBM doing to help patients using these medications? Are there appropriate 

tools and guidance to help, including patient assistance programs that do not simply exclude 
the drug from the funded benefit?

 » Look at how transparent PBMs help patients with innovative tools and services to ensure that 
they are on the most effective specialty medication at the right time and price. Also, how does 
the PBM’s specialty strategy manage the patient as a whole and their desired outcomes to 
ensure effectiveness of the therapy?

2. Source: https://healthcostinstitute.org/images/pdfs/HCCI_2019_Health_Care_Cost_and_Utilization_Report.pdf
3. Source: https://cvshealth.com/news-and-insights/articles/drug-trend-report-2020
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Lack of Access to Actual Rx Data
With the upcoming legislative push to disclose more information about the cost of healthcare, 
plan sponsors need access to vital data required for accurate reporting. Embedded in last year’s 
Consolidated Appropriations Act (CAA), the federal government placed a requirement that self-
insured employers submit a detailed report about their pharmacy benefit plan. The detailed 
regulations have not been released yet, but the law will likely require information about drug 
utilization and costs, including information about the impact of rebates and manufacturer fees on the 
price of the most utilized prescription drugs. 

Why You Should Care?
 » Reporting more detail about your health plan is going to be the new normal and may lead 

to increased attention on what that data reveals. Are you ready to face what your drug cost, 
rebate, and fee data will reveal to your employees, board, or shareholders? Is your PBM ready 
and able to provide this level of information to support your benefits plan?

What Can You Do?
 » Review the language in your contract to determine any limitations to accessing detailed, drug 

specific data. Consider revising your contract to enable you to access additional levels of 
detail.

 

Moving Forward
 With a new year comes a renewed focus on your priorities and opportunities. Tackling pharmacy 
benefits is a complicated, time-consuming endeavor. Benefit leaders must address countless 
challenges and weigh the pros and cons of every benefits project. Take time to consider how you 
can truly help your company and its employees by improving the pharmacy experience, cost, and 
administration. Take the time to meet with new vendors that are clearly aligned with your company’s 
goals. Be the hero of this story and shape the future of your company’s health plan by assessing what 
“better,” or even “best,” looks like for the pharmacy benefits program you are proud to offer.  

Resources
In order to support you as you consider the concerns highlighted above, EHIR has developed an 
Employers Guide to Pharmacy Benefits: Tips for Ensuring that Your Company Is Getting a Fair 
Deal. In this guide, you will find recommendations for your next PBM RFP or mid-contract review. 
We’ve also included some commentary on how to work with any consultant or broker who may be 
supporting your PBM review. These suggestions are designed to elicit differences between PBMs 
that may be less visible when using traditional RFP questionnaires. 
 
About EHIR
Employer Health Innovation Roundtable (EHIR), a World 50 company, consists of a private and 
independent network of the largest and most progressive employers. EHIR employer members 
collectively represent over 10 million employees and share a mission to accelerate the adoption of 
innovation for the sake of improving employee health, wellness, and productivity. Members convene 
throughout the year to share learnings and collectively review and evaluate new solutions with an 
intimate group of like-minded peers through a streamlined process.  
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