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Training Objective: 

This program is meant to complement the existing Market Development support by providing a new 

training platform that will help grow foundational knowledge and provide  health plans a way to 

fast-track their sales team’s pharmacy expertise and give them confidence to articulate the true 

value of integrated benefits.  

How do clients benefit? 

Clients receive a modular, flexible, and phased turn-key pharmacy training program. That can: 

 Offer flexible, take at your own pace online training that include knowledge 
checks and quizzes.  

 Complements existing training by offering a fun and easy to use resource for 
additional knowledge on the pharmacy benefit.  

 Assist in the prevention of carve-out 
 

Who should take the training? 
 

We encourage the use of the training by a wide audience within the Health Plan from Sales and 

Account Management to Proposals and Marketing.  It is a resource that can be shared with anyone 

involved in client acquisition, renewal/upsell activities and anyone that can benefit from increased 

pharmacy knowledge.  
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Introduction 

The audience is first introduced to Jim, a seasoned sales professional who has been selling the 

medical benefit for years but realizes that he needs to focus on the bigger picture and include the 

pharmacy benefit in his conversations with clients.  As he moves through the training, he gains the 

knowledge that he needs to confidently speak about the Health Plan Pharmacy Benefit.   

In the training we will cover the following topics:  

 An overview of the healthcare landscape and why we focus on the pharmacy  benefit 

 An Introduction to pharmacy benefit managers (or PBMs)  

 A breakdown of price vs. cost and how PBM’s can help  

Healthcare Overview-Why Focus on Pharmacy 

To understand the importance of the pharmacy benefit, you need to first understand the dramatic 

changes in healthcare-with particular emphasis on pharmacy-over the last few years.   

The Healthcare landscape used to be more predictable. A simple, two tier copay system, along with 

little to no focus on specialty medicine, resulted in a negligible pharmacy spend compared to that of 

medical.   Pharmacy was a factor but not yet the focus.    

Fast forward to today.  A significant change in healthcare trends is causing a rise in prescription 

prices.  Some of those trends include: 

 Increase in Drug Inflation 

 Increased utilization 

 Drug Mix changes and lower generic usage 

 

Additionally, the rise of complex conditions has increased the need for more specialty medications. 

 

This is driving pharmacy spend from the historically low cost of 4-5% to approximately 20%, with 

almost half of the pharmacy spend being directly related to specialty conditions, while comprising 

only 1-2% of the scripts.  

Pharmacy is 20% of total healthcare spend and it produces three times the claims. 1 . 

The Pharmacy Benefit is by far the most widely used benefit due to its broad exposure. Pharmacy 

might not be the biggest piece of the benefit pie but it is the most widely used.   In fact, pharmacy 

                                                             

1 Moose, Joseph, PharmD, Branham, Ashley, PharmD,BCACP, Pharmacist as Influencers of Patient Adherence, 

Pharmacytimes.com, 21 August 2014.  



 

 

 

claims tend to exceed medical claims by three times or more.   A majority of people may visit their 

doctor a few times a year, but if you are taking medications, you are likely to fill one or more 

prescriptions each month.  That is almost 12 opportunities to interact with the patient and influence 

outcomes. Remember, almost half of prescriptions written are used to treat chronic conditions.  This 

continued visibility and interaction with patients allows our pharmacy partners to educate members 

about their condition, offer ways to save, and provide opportunities for conversations to help 

members make better overall decisions. All of these things can help to improve the patients’ health 

and reduce costs.  

 

With all of these changes and new challenges, plans need strong partners to help.  That is where the 

PBM comes in.  

 

An Introduction to Pharmacy Benefit Managers (or PBMs)  

A PBM works behind the scenes at the pharmacy, once the prescription is entered into the computer 

that is where the PBM enters the picture.  

 

PBMs help with many pharmacy services, including:  

 Electronic claims processing 

 Formulary development and management  

 Benefit design and administration  

 Pharmacy networks 

 Generic substitution  

 Home delivery pharmacy 

 Patient service 

 Specialty 

But the practical side of how a PBM interacts with the marketplace is just the beginning. More 

importantly, PBMs with size and scale like Express-Scripts also:  

 Challenge the status quo 

 Influence trends  

 Adapt to the marketplace 

 Explore new solutions  

 Mine data and analytics to derive strategic insights and predict risk  

Today, more than 90% of prescriptions are processed through a PBM so choosing one 

that has the best interest of patients and payers is critical.  

 



 

 

 

Price vs. Cost and How PBMs Help 

Let’s start with a key concept; price definitely does not equal cost.   

Price is what drug manufacturers say clients will pay, but price is just a starting point,  Price is 

normally impacted by discounts and rebates on brand drugs (so a certain percentage down from 

actual Average Whole Sale Price (AWP).   

Cost is the eventual bottom line, in the world of pharmacy; cost is essentially what plan sponsor’s 

end up writing the check for.   

And simply put….PBMs can help reduce COST.  

Depending of the plan sponsor’s drug list, cost could be significantly impacted by: 

 Mix of Brand and Generics.   

 Formulary vs. Non-Formulary drugs 

 And finally channel management – giving members the flexibility to receive 90 prescriptions 

through low cost retail or the Express Scripts pharmacy which drives lower cost and improved 

adherence.  

PBM’s also help control pharmacy waste, which can be defined as, money that is spent that doesn’t 

provide any extra value.   

Annual pharmacy-related waste averages over $426 billion.2  

Pharmacy waste comes down to bad decisions in three areas:  

 Failing to provide members with appropriate, cost-effective prescription options 

 Using more expensive pharmacies  

 Lack of adherence to  therapies  

Poor decisions in any one of these areas, let alone a combination of the three lead to unhealthy and 

costly outcomes, including: 

 Unnecessary hospitalizations  

 Avoidable ER visits 

 Extra medical tests and physician visits  

This doesn’t even mention the most important factor of all –continued health deterioration of 

members. 

                                                             

2 Express Scripts 2013 Drug Trend Report 



 

 

 

PBMs help fight waste through:  

 Helping plans obtain the lowest cost most clinically effective medications; this is done by 

instituting effective formularies with a number of generic medications to lower expense 

 Guiding plans to use the highest quality, most cost effective pharmacies through proper 

network management 

 Ensuring members take medications as prescribed through use of industry leading data on 

adherence and following up with member outreach  

To help control drug spend in relationship to the medication offered to and taken by members, 

PBMs implement cost-savings tools such as: 

Utilization – including cost-controlling measures such as prior authorizations, quantity limits 

and days’ supply control. 

Price – controlled through manufacturer rebate contracting, cost-effective plan designs and 

increased purchasing power 

Mix- creating clinically effective formularies with the right combination of generics vs. brand 

name drugs and trend management programs such as step therapy.   

The next way PBMs can help eliminate waste, is through ensuring plan members use a combination 

of cost-effective pharmacies, also known as channel management.   

Pharmacy options or channels can be divided into 4 major categories:  

 Specialty 

 Home Delivery 

 Retail 

 Low Cost 90 day Retail  

Specialty 

Filling a specialty prescription at a Specialty pharmacy is not only the most cost-effective option, but 

it also allows members’ access to Specialty Pharmacists.  These pharmacists are experts in specific 

disease states and are most qualified to counsel patients on their often times complicated 

medications.  This expert counsel helps improve waste and patient health through improved 

adherence.   

Home Delivery 

Another channel available to members is home delivery. The home delivery channel used in 90 day 

increments is the best choice for both members and clients as it relates to maintenance medication, 

which again, is a prescription medication that members take on a regular basis.  
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Retail/Low Cost 90 Day Retail 

Finally, there is the retail channel.  These pharmacies are often used by members to obtain 

medications for short term, non-chronic illness like a sinus infection, also known as an acute 

condition.  Historically some members have also filled their medications for chronic conditions at 

retail, but usually in 30 day supplies.  

However, there are now various retail options for 90 day fills as well.  Research shows that 90 day 

fills for chronic medication, regardless of where the member fills the 90 day script, is best.  

It is important to note that home delivery is still the best channel for maintenance medication, but, 

really it’s about encouraging members that a 90 day fill is best, regardless of where they are filling. 

This approach, however, means that choosing the proper pharmacy network for clients is more 

important than ever, including limiting the number of retail pharmacies available to members.     

$115 billion dollars can be saved over the next decade through the use of lowest cost 

pharmacy networks. 3  

They goal of the PBM is to help clients save money by providing a solid network of retail pharmacy 

options while ensuring members have choice.   

These narrow networks are common in the medical benefit.  It makes sense as pharmacy becomes 

a bigger portion of the overall drug spend that it would happen here too.    

Since these pharmacy networks offer fewer pharmacies, PBMs can negotiate better discounts.  This 

is because the brick and mortar locations know that if a member comes in to fill their prescriptions, 

they are likely to buy other items.   

Summary 

PBMs have the data insights, market influence, innovative solutions and specialized approach to 

understand why members make bad choices and direct them to the tools to help create better 

outcomes for members and plans alike.  Most importantly, PBMs help clients achieve their goals 

through encouraging better health outcomes for patients.  

So, to sum it up, ensuring members use the lowest, cost-effective medications, while filling them at 

the highest quality, cost-effective pharmacies and taking all of their medication as prescribed is the 

formula for success.  

 

                                                             

3 PCMA Study-January 2013 



 

 

 

 

This material is Confidential Information of Express Scripts, Inc. and is being provided for general education purposes only.   

All distribution and usage is not specifically authorized by Express Scripts, Inc. is prohibited. © 2017 Express Scripts  

 

 2017 Express Scripts Holding Company. All Rights Reserved. 

Terms and Definitions 

  

Acute Acute Medication is a drug typically prescribed for a 

finite period of time and intended for short-term use. 

An example might be an antibiotic prescribed for a cut. 

Maintenance Medication Maintenance Medication is a drug typically prescribed 

for a chronic condition that will be taken regularly over 

a long period of time. An example would be a beta 

blocker taken daily for high blood pressure. 

Brand Drug A brand drug is an FDA approved medication 

manufactured and distributed by an innovator drug 

company, or its licensee.  These are the drugs we most 

often see advertised on television.    

Generic Drug Generic drugs bring down the cost by balancing out 

the law of supply and demand and creating 

competition.   When more medicines are available to 

treat a condition, from multiple manufactures, the less 

expensive they are. 

Legend Drug A legend drug is any medication that requires a 

prescription.  In other words, you cannot buy it over the 

counter.  You must obtain it from a pharmacy.  The 

term is not used frequently, but it’s helpful to be aware 

of the definition just in case. 

Single Source/Generic A single source generic is a brand drug that has just 

gone off patent from the original manufacturer.   

 

Sometimes, when a drug first loses its patent, one 

drug manufacturer is allowed to produce the generic 

exclusively for the first 6 months. During this 

timeframe, the drug is only available from the original 

manufacturer and this “single source generic” and it is 

still relatively expensive because of this fact.   

 

Once the six month timeframe ends, other drug 

companies may begin to make “copies” sending the 

price down.    

Generic Fill Rate (GFR)  GFR is the Generic Fill Rate (sometimes referred to us 

GDR, or the Generic Dispensing Rate).  This is the 

percentage of prescriptions that are dispensed as 

generic drugs.   

 

Specialty Drug Specialty drugs are expensive injectable, infusion and 

oral medications used to treat serious, chronic 

conditions, and they often require special handling, 

education and monitoring during treatment.    

There is currently no standard definition between 

PBMs of what constitutes a “specialty” drug. 
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Traditional Drug Traditional drugs are those not considered specialty 

medications.  They are less complex and can be used 

to treat acute and chronic conditions.   

Average Wholesale Price (AWP) Average wholesale price or AWP is the average price 

listed by manufacturers.  AWP is provided to PBM’s by 

a third party.  It is obtained by surveying multiple 

wholesalers regarding their pricing on drugs and 

averaging those various prices together hence the 

Average wholesale price.   Like a list price it is used a 

basis to apply the discounts, it is used as a baseline or 

starting point.  

Maximum Allowable Costs (MAC) A Maximum Allowable Cost or MAC list is a list of multi-

source drugs (generally Generic drugs) that are 

reimbursed at an upper limit per unit price. The list is 

developed and maintained by the PBM and is usually 

reviewed quarterly but individual drug prices may be 

adjusted more frequently. MAC lists vary among PBMs 

and are usually considered proprietary. Considerations 

for inclusion on the MAC list include: availability of the 

generic drug from multiple manufacturers; clinical 

implications of generic substitution; national 

availability of generic versions; price differences 

between the brand and generic; therapeutic 

equivalence; and volume of claims. 

 

Drug Utilization Drug utilization is a combination of the number of 

scripts/claims, individuals filling the scripts and the 

channel the scripts are filled in. 
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Follow Along Guide to Knowledge Checks  

Knowledge Check #1 

What are the recent changes in healthcare trends that impact client costs? 

A) Increase in drug inflation 

B) Tax code changes 

C) Increased utilization 

D) House/Senate changes 

E) Universal medication laws 

F) Drug mix changes 

G) Increase in chronic conditions 

Pharmacy is approximately ________% of total healthcare costs 

A) 10% 

B) 15% 

C) 20% 

D) 50% 

E) 80% 

Pharmacy claims exceed medical claims by ______ 

A) Three times or more 

B) 45% 

C) Two times or more 

D) It is being researched, no one knows. 

More than _______of prescriptions are processed through a PBM  

A) 25% 

B) 45% 

C) 80% 

D) 90% 

E) 99% 

PBMs with size and scale  

 

Challenge the ______________ 

 

 

____________trends 

 

 

______to the new marketplace 

 

 

Explore new __________ 

 

 

Mine ____and_______ to derive strategic _______and predict 

_____. 

 

  

Possible Responses: data, solutions, adapt, status quo, 

influence, analytics, insights, risks.  
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Knowledge Check #2 

Match Definitions 

Term Enter the letter 

that correlates to 

the correct term 

Definition 

GFR  A) Typically prescribed for a finite period of time 

and intended for short-term use 

Single Source Generic  B) Typically prescribed for a chronic condition 

that will be taken regularly over a long period 

of time  

Maintenance Medication  C) FDA approved medication manufactured and 

distributed by an innovator drug company or 

its licensee 

Brand  D) A prescription or over the counter drug that is 

therapeutically equivalent to a brand name 

drug 

Generic   E) The only alternative to a brand drug that has 

just gone off patent 

Acute Medication  F) The percentage of prescriptions that are 

dispensed as generic drugs 

 

Match Definitions 

Term Enter the letter 

that correlates to 

the correct term 

Definition 

Utilization  A) Any medication that requires a 

prescription 

Legend Drug  B) Expensive, injectable, infusion and oral 

medication used to treat serious chronic 

conditions and often require special 

handling, education, and monitoring 

during treatment.   

Average Wholesale Price  C) Less complex and can be used to treat 

acute and chronic conditions 

Specialty Drug  D) Is the average price at which drugs are 

listed at a wholesale level 

Maximum Allowable Cost  E) A list of multi-source drugs (generally 

Generic drugs) that are reimbursed at an 

upper limit per unit price.  

Traditional Drug  F) A combination of the number of 

scripts/claims individuals filling the 

scripts and the channel the scripts are 

filled.  
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Follow-Up Questions/Training Notes 
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Introduction 

We continue the training with Jim, a seasoned sales professional who has been selling the medical 

benefit for years but realizes that he needs to focus on the bigger picture and include the pharmacy 

benefit in his conversations with clients.  After completing PBM Basics training, Jim is now excited to 

begin his meetings with the pharmacy discussion.   In fact, he has learned so much that he is now 

going to be mentoring a new employee, Angie.  Jim is going to help Angie better understand the 

value of an integrated benefit, so that she can go out and confidently answer client or prospect 

questions and concerns.  

In the training we will cover the following topics:  

 Defining the terms, carve-in and carve-out.  

 The problems a carved-out benefit can present 

 The value of an integrated or carved-in benefit 

 What carve out PBMs are saying 

 How to overcome objections and sell the integrated benefit. 

Defining the Terms: Carve-In and Carve-Out 

To understand the importance of the Integrated Benefit, you need to first understand the terms 

carve-in and carve-out.  There are two ways to consider benefits; the pharmacy can be carved-in with 

the medical benefit or the two can be kept separate and in other words, be carved-out.  

When the pharmacy and medical benefit are combined, that is a carved-in benefit.  The Health Plan 

partners with a PBM, who adjudicates the claims and consults behind the scenes. If the benefit is 

carved-out, the Health Plan and the medical options are kept separate and the Health Plan will 

handle the medical option and a PBM or Coalition will handle the pharmacy side.  A coalition is a 

group of employers who purchase benefits as one large group.  

Integrating the pharmacy and medical benefits helps focus on the big picture…….. . 

The problems a carved-out benefit can present 

Benefit Integration is similar to a puzzle.  It would be difficult to put a puzzle together if you did not 

have all of the pieces or an idea of what the puzzle was supposed to look like when complete.  

With a carved-out benefit you are getting essentially the same type of experience, and it can be 

difficult to put the pieces together.  
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Carving out your medical and pharmacy benefits can 

result in difficulty recognizing trends, redundancies, and 

process issues.  It’s also more difficult to recognize 

savings opportunities.  Most importantly, the gap 

separating the medical and pharmacy benefits may result 

in gaps in care, when all of the data is not easily 

coordinated; there is potential impact to patient health.  

Looking at the diagram, on one side, you have disease 

management, case management, and medical 

management; on the other side you have pharmacy and 

specialty drug management.  In the middle of this is the 

member with segregated care, service and data.  Coordination is limited.  

Keep in mind, specialty drug spend is split with half on the medical side and half on the 

pharmacy side, so alignment and coordination is even more critical considering the immense 

cost of specialty medications,  

Imagine the kind of care the member would receive if all of these entities worked together on the 

member’s behalf instead of separated out.  Good news, you don’t have to imagine, it happens all the 

time with integrated, or carved in benefits.  

The value of an integrated or carved-in benefit 

An integrated benefit results in better coordinated care, more flexibility, and greater savings. The 

critical healthcare components are fully 

integrated, resulting in a complete 

picture for both the member and the 

plan. Data is available from all of the 

member’s healthcare partners, a 

doctor’s diagnosis, lab results, and 

medication reports are all available to 

analyze and offer solutions to improve 

the member’s health.  It is simple, 

flexible, and an optimal member healthcare experience, while also providing savings. 
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What carve out PBMs and Coalitions are saying 

The argument presented by carved-out PBM’s and coalitions is their ability to provide a focused 

partnership.  The problem is that they do not always present the full story, especially when talking 

about cost controls.   The reality is that they may not be comparing apples to apples.  

When an integrated benefit is selected, the PBM is working 

in partnership with the Health Plan. Working together as 

one they can offer their combined expertise, along with 

reporting capabilities, and saving solutions, providing the 

best of both worlds with increased visibility to the whole 

picture.  

How to overcome objections and sell the integrated benefit 

Objections can be broken down into three categories:  

 Cost: Studies support carve-in savings 

 Care: Centralized member care data resulting in better identification of multiple conditions 

and increased adherence 

 Simplicity: Single point of contact creating administrative ease along with better engagement 

and participation in programs.  

An integrated approach to employee benefits delivery is proven to foster better health and 

reduce overall medical costs.  

The bottom line is an integrated benefit results are better for members and better for the health 

plan.  They foster better health thereby reducing medical costs.   

 11% lower PMPY in medical costs* 

 9% fewer hospital admissions* 

 4% fewer emergency room visits* 

 

Looking at your plans own specific data is the best way to see what type of impact integration will 

have. 

 

 

 
*Source: Blue Cross Blue Shield Association (BCBSA) study. Presented at the Academy of  

 Managed Care Pharmacy 2014 Nexus conference, Boston, October 10, 2014
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Summary 

The most important factor that sets the integrated benefit apart is the relationship that exists 

between the Health Plan and the PBM.  Research and statistics are wonderful but what really makes 

an impact is having a partner that knows the business and can make a meaningful contribution that 

helps grow and retain clients.  
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Follow Along Guide to Knowledge Checks  

Knowledge Check #1 

When a client carves out the pharmacy benefit, they: 

H) Deal with only the Health Plan 

I) Deal with a Health Plan and a PBM 

J) Deal with the Health Plan, a PBM and a retail pharmacy of their choice 

K) None of the above 

When a client carves in the pharmacy benefit, they: 

A) Deal with only the Health Plan 

B) Deal with a Health Plan and a PBM 

C) Deal with the Health Plan, a PBM and a retail pharmacy of their choice 

D) None of the above 

Some stated selling points of a carved in benefit are: 

E) The client works directly with only one organization (the Health Plan) 

F) The PBM partners sit behind the scenes, bringing their expertise to the table 

G) The client’s members will experience disjointed care 

H) A & B 

Some stated selling points of a carved out benefit are: 

F) The client maintains greater control over the pharmacy benefit 

G) The client will experience more flexibility 

H) The client will receive serious savings 

I) A & B 

J) All of the above 

A Coalition is a group of employers who:  

 

A) Police healthcare laws 

B) Bring group together to promote the benefit of 

carve-in 

C) Purchase benefits as one large group 

D) Use services of a PBM under the coalition 

umbrella 

E) A & B 

F) C & D 
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Knowledge Check #2 

Enter the correct word to complete the sentence 

Correct the sentence 

Enter the word that 

completes the 

sentence 

Missing 

Words 

 

With a carved out pharmacy benefit   your clients are getting a 

_______ picture 

 

 

Cost 

When clients separate the medical and pharmacy benefits, the 

members get a _______experience.  There will be a real 

threat to patient __________and health.  

 
Data 

 
Partners 

With a carved out benefit there is limited access to member 

__________.  

 

 

Care 

Integrated benefits result in better coordinated _______and 

increased _______________. 

 
Savings 

 
Disjointed 

With integrated benefits, valuable data is available from all the 

member’s healthcare _____________. 

 

 

Safety 

A carved in approach offers better __________ management 

programs. 

 

 

Single 

A carved in approach offers members a _______________ point 

of contact 

 
Partial 
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Follow-Up Questions/Training Notes 
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Introduction 

In this final training in the Bronze series, we rejoin Jim, our now confident and seasoned 

sales professional, along with Angie his mentor. Jim and Angie have been focusing their 

conversations with clients on the Pharmacy Benefit.  They both can readily articulate the 

value of integrating the benefit and targeting conversations around pharmacy. In fact, 

Angie has learned so much that Jim is planning on handing over the reins to Angie following his 

retirement.  Angie is both excited and nervous about taking over her new role but luckily they have 

one final chance to work together as they do one last client meeting as a team.   During the meeting 

they plan on discussing     

 Importance of Pharmacy Costs 

 Trends in Pharmacy Costs 

 Management of Pharmacy Costs 

Importance of Pharmacy Cost 

When clients focus on the big picture, the picture always includes cost. We now know how important 

it is to discuss the pharmacy benefit first and when talking about the pharmacy benefit, there is 

always a focus on cost and savings.   Pharmacy may not be the biggest piece of the benefit but it is 

the most widely used.  A majority of people may visit their doctor a few times a year, but if you are 

taking medications, you are likely to fill one or more prescriptions each month.  That is almost 12 

opportunities to interact with the patient and influence outcomes. This continued visibility and 

interaction with patients allows our pharmacy partners to educate members about their condition, 

offer ways to save, and provide opportunities for conversations to help members make better overall 

decisions. All of these things can help to improve the patients’ health and reduce costs.  

Keeping costs low and members healthy is a never ending converstation……..  

Trends in Pharmacy Cost 

Cost savings will continue to be a focus for any Health Plan, and there are three trends that can 

impact pharmacy cost.   

Drug Cost: In today’s market, specialty medication is the big driver of cost.  Specialty medications 

which includes those high cost, injectable, infused, oral, or inhaled drugs to treat chronic, complex 

conditions can make up almost 50%4 of drug spend. While Specialty cost trend continues to rise the 

traditional drug spend has been trending at a much lower rate.   The problem is related mostly to 

                                                             

4 Express Scripts 2013 Drug Trend Report 
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inflation and overall utilization, including factors like the age of our population and the rapidly 

growing drug pipeline.  

Waste:  Defined as any avoidable healthcare cost that provides no health benefit, can be divided 

into three major categories:  

 Health Decision Waste: This type of waste is related to 

significant gaps in care and prolonged illness mostly as a 

result of member behavior like non-adherence. These 

behaviors can add up fast, especially with the rising cost of 

emergency room and hospitalizations.  

 Pharmacy Waste: When members don’t choose the best channel or method to obtain their 

medications, everyone pays more.  If the member fills through mail order in 90 day 

increments, the cost goes down. Additionally, when dispensing errors are made, the results 

are not only more expensive but can be harmful to the member.   

 Drug Waste: This category is really about pharmacists and prescribers not choosing the most 

cost effective clinical options like generics, or members insisting on a more expensive brand 

name drug.  

Consumer Directed Healthcare (CDH): An approach that encourages members to make smarter 

healthcare choices. With this benefit set-up, a greater percentage of the cost is shifted onto the 

member.  This approach incentives the member to make better health choices.  It makes spending 

more like other purchases in a consumer’s life.  

Members are much more in tune with healthcare cost than ever before but sometimes they 

need to be encouraged to choose the best cost savings options.  

Sometimes members need to be encouraged to choose things like home delivery or 90 day at retail 

for maintenance medications and limited more narrow networks need to be utilized.  

Management of Pharmacy Cost 

Managing pharmacy cost is a lot like a recipe, with three 

ingredients in the mix.  Your net cost is comprised of your; drug 

mix, what drugs members are using; utilization, how much they 

are using; and finally channel, where and how they are getting 

their medication.  If you can find the right combination of these 

three factors, savings can be significant.  

Drug Mix: Mix is all about ensuring your members are taking 

effective medications while confirming they make sense from a 

cost perspective.  Ingredients for a successful mix are using a well-balance formulary and 

implementing a strong generics policy.  
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Utilization: Possibly the most important part in our recipe for savings.  Proper utilization 

management ensures the appropriate use and amount of the drug.  Ingredients include prior 

authorization, step therapy, and drug quantity management.   

 Prior Authorization (PA):  Prior Authorization is all about making sure medication is clinically 

appropriate for the patient; it drives both cost control and patient safety by monitoring the 

dispensing of medications that have the highest potential for 

inappropriate use.  

 Step Therapy: Promotes options that produce the best results from 

both a health outcomes and financial perspective. Step therapy is in 

place to encourage the use of clinically appropriate front line 

medication before second line medication is prescribed.  

 Drug Quantity Management (DQM): Designed to make the use of the 

prescription drug safer and more affordable.  DQM aligns the dispensing quantity with FDA 

approved dosage guidelines.  

Right Patient, Right Time, Right Amount. 

Channel: The last piece of the cost management recipe is channel.  With channel there are really 2 

things to keep in mind: narrow networks and 90 day supplies for maintenance medications.  

Narrowing networks help ensure that you are working with a combination of pharmacies that can 

bring you the greatest savings, while still being convenient.   

Summary 

The pharmacy benefit management principles are provided to help you manage pharmacy costs and 

trends.  The key trends to remember are specialty drug costs, pharmacy waste, and nonadherence 

drive high pharmacy cost.  Costs can be driven down with the correct management of mix, utilization, 

and channel.  Always ensure that you are utilizing the tools available to you to tailor interventions 

specific to your situation to manage trends and talk about pharmacy costs.   
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Follow Along Guide to Knowledge Checks  

Knowledge Check #1 

What are 3 major trends that affect pharmacy costs? (Choose all that apply) 

A) Waste 

B) Drug Cost 

C) Age 

D) Consumer Directed Health (CDH) 

E) Generics 

 

Specialty Drugs are responsible for approximately_______of drug spend. 

A) 10% 

B) 30% 

C) 50% 

D) 80% 

 

Bio-similars for Specialty drugs are the same as Generics for Brand drugs 

A) True 

B) False 

 

Waste across the 3 major categories of Pharmacy, Health Decisions, and Drug results is 

approximately:  

A) $500M-$1 Billion 

B) $1 Billion-$10 Billion 

C) $10 Billion-$100 Billion 

D) $100 Billion-$400 Billion 

E) Over $400 Billion 

 

Rank the 3 major categories in waste by dragging them from highest to lowest 

A) Pharmacy Waste 

B) Drug Waste 

C) Health Decision Waste 

 

What options can members enrolled in Consumer Driven Health Plan (CDH) leverage to 

help control costs? (Choose all that apply) 

A) More pharmacy options 

B) Groupons 

C) 90 Day Maintenance Fills at Retail 

D) BOGO deals 

E) Home Delivery 
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Knowledge Check #2 

Which three ingredients make up Pharmacy Cost Control? 

1. Drug Mix 
2. Specialty 

3. Generics 
4. Utilization Management 
5. Channel 

6. Biosimilars 
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Follow-Up Questions/Training Notes 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


