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Resolving to control drug costs: Your PBM
contract really matters
Here are �ve actions employers can take to create savings for their pharmacy bene�ts plan and plan members
By Denise Giambalvo |  January 29, 2020 at 10:11 AM
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You want the right to customize your formulary, contract directly with specialty and retail
pharmacies and mail order. But don’t stop there. (Photo: Shutterstock)

The new year and decade bring a clean slate, and outside of personal resolutions
(https://www.bene�tspro.com/sites/bene�tspro/2019/01/08/5-new-years-
resolutions-for-employers-hr-professionals/), many bene�t and HR managers are

looking for ways to improve their bene�t plans. With no new legislation
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(https://www.bene�tspro.com/sites/bene�tspro/2019/11/14/drug-price-
reform-legislation-mired-in-political-distractions/)in sight to help reduce the cost

of drugs, employers continue to be challenged to �nd savings in pharmacy bene�ts.

Related: Employers rethinking their dependence on PBMs for addressing drug
costs (https://www.bene�tspro.com/sites/bene�tspro/2020/01/14/employers-
rethinking-their-dependence-on-pbms-for-addressing-drug-costs/)

For the self-insured employer, there are controls that can be put in place to create

savings for the plan and plan members (e.g., employees and their family members).

Recommended strategies include:

1. Ensure your pharmacy bene�t manager (PBM) contract has clear and
objective de�nitions. Without strong and auditable language which de�nes key

terms such as generic and specialty drugs and rebate eligible claims, the �nancial

proposals provided on a spreadsheet are meaningless.

2. Collect money owed. As long as rebates are on the table, make sure proper

language is in place to receive all rebates, fees and revenue that a PBM receives from

pharmaceutical manufacturers. At the same time, don’t let rebates drive your

formulary decisions. This can become a strategy you and your CFO may not recover

from and allows for waste in the system.

3. Ensure your PBM contract will remain competitive with annual Market Check
rights (https://www.worldatwork.org/docs/bene�ts-focus/2010/05-10-
2010/considerations-in-negotiating-your-next-pbm-agreement.html) and the

ability to terminate contracts early without penalty.

4. Include carve-out options in your contract. You want the right to customize

your formulary, contract directly with specialty and retail pharmacies and mail order.

Don’t stop there. Include the ability to direct contract with pharmaceutical

manufacturers, too. You never know, you may want to exercise that right in the

future.

Once you have a contract in place that ensures the plan’s best interests—one that

gives you con�dence that the plan is meeting its �duciary responsibilities—then

levers can be pulled over time. Annual claims review will inform the independent

pharmacy and therapeutic committee on where to make changes in the formulary to

ensure the member is receiving the right drug at the right time for the lowest cost.

5. Negotiate directly with pharmacies. Going direct to the pharmacy and

bypassing the PBM for pricing allows for the plan to pay for drugs at cost plus an

administrative fee. This provides full price transparency and tremendous cost

savings. When doing this, you must be prepared to narrow the number of

pharmacies participating in your network. The claims data will guide you to which

pharmacies you want in-network and which to remove.

As a bene�ts buyer, �nding the right independent consultant to make this a

seamless process with little work for you may be a challenge. It’s important for

employers to seek out resources that can help. The non-pro�t Midwest Business

Group on Health, through its subsidiary, the Midwest Health Purchasers

Collaborative, is doing just that through EmployeRₓEvolution
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Core And Group Health (/Bene�ts-Broker/Core-Group-Health/)

Cost-Containment (/Bene�ts-Manager/Cost-Containment/)

Employer-Paid (/Bene�ts-Manager/Employer-Paid/)

(https://higherlogicdownload.s3.amazonaws.com/MBGH/4f7f512a-e946-4060-
9575-
b27c65545cb8/UploadedImages/Specialty%20Pharmacy/RxEvolution/EmployeRxEvolution_Booklet_5119.pdf).

Now is the time to take charge and demand that middlemen remove waste in the

system and for those who resolve to better manage pharmacy bene�ts in 2020, a

new perspective is required. This means employers must work together and seek

out experts to implement these strategies to realize cost savings and improved

health.

Denise Giambalvo is vice president for the non-pro�t Midwest Business Group on
Health (https://www.mbgh.org/home)

Read more: 

Employers hone in on specialty drug spending to control costs
(https://www.bene�tspro.com/sites/bene�tspro/2019/10/10/employers-
hone-in-on-specialty-drug-spending-to-control-costs/)
10 drugs topping employers’ pharma spend
(https://www.bene�tspro.com/sites/bene�tspro/2019/05/21/10-drugs-
topping-employers-plans-pharma-spend/)
An old idea to lower drug prices sees new life
(https://www.bene�tspro.com/sites/bene�tspro/2019/11/06/an-old-idea-
to-lower-drug-prices-sees-new-life/)

Dig Deeper

  SHARE    SHARE

 

The Shocking Truth About Why You Don'
Make More Money in Stocks
True Market Insiders

The 7 Biggest Tax Breaks You Can Get In
2020
Wealthy Retirement

Here's A 6 Stock Portfolio That Delivers 2
Dividend Payments A Year
Liberty Through Wealth

Motley Fool Issues Rare “All In” Buy Alert
The Motley Fool

$500,000 in Term Life Coverage Starting 
$13.42/month
AIG Direct

Sponsored Financial
Content

Recommended Stories

Temper the pain of rising drug costs in
2020
(https://www.bene�tspro.com/2020/01/27/temper-
the-pain-of-rising-drug-costs-in-2020/)

MIKE BARONE | JANUARY 27, 2020

Welcome to the world of employee bene�ts, 2020 style, where
employers are struggling to bring bene�ts costs under control.

Resource Cente

(http://bene�tspro.tradepub.com/
INFOGRAPHIC
SPONSORED BY ARMADACARE

How to Address the Realities
HDHPs with HSAs
(http://bene�tspro.tradepub.

https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjst_u8LfSLUQ4wBxkygfj2RyNyrcUWRbpnB5KkpKNlESCpPD-v_q_Nw_wtCNcIgSEtoNUpLdwEcNSfwScfK8DJA07zTKSZDr0tMrT3F5a01NJ5TO4zRTnjoq157Qv7wF84vRqn6JJooT4XCXkLJOgxDZmAnS8xIkr5jTTJVs-6COY3jyJZioMwnAx3pcEzqHNWnx-7pZZ4DPzThQNTeBLAPT3VnAC61yUyw0g2qlTa1xHNBJUGFNTFmZrYsbntEeqNYFVzWNN8e8iJGWLXLcJnnidhMnW6I&sig=Cg0ArKJSzBNNTCvHmySb&adurl=https://www.alm.com/%3Futm_source%3Dwebsite%26utm_medium%3Ddisplay%26utm_campaign%3Dalmprogrammaticbu%26utm_content%3Ddiscover728%26utm_term%3Dalm
https://www.benefitspro.com/benefits-broker/core-group-health/
https://www.benefitspro.com/benefits-manager/cost-containment/
https://www.benefitspro.com/benefits-manager/employer-paid/
https://higherlogicdownload.s3.amazonaws.com/MBGH/4f7f512a-e946-4060-9575-b27c65545cb8/UploadedImages/Specialty%20Pharmacy/RxEvolution/EmployeRxEvolution_Booklet_5119.pdf
https://www.mbgh.org/home
https://www.benefitspro.com/sites/benefitspro/2019/10/10/employers-hone-in-on-specialty-drug-spending-to-control-costs/
https://www.benefitspro.com/sites/benefitspro/2019/05/21/10-drugs-topping-employers-plans-pharma-spend/
https://www.benefitspro.com/sites/benefitspro/2019/11/06/an-old-idea-to-lower-drug-prices-sees-new-life/
https://www.dianomi.com/click.epl?pn=53075&offer=13206040&savid=148772&said=3426&adv=6051&unique_id=XjIXKqUFUBIlWk-Z--ZUjgAAAAE&smartreferer=https%3A%2F%2Ftpc.googlesyndication.com%2Fsafeframe%2F1-0-37%2Fhtml%2Fcontainer.html
https://www.dianomi.com/click.epl?pn=58358&offer=14133579&savid=147918&said=3426&adv=6051&unique_id=XjIXKqUFUBIlWk-Z--ZUjgAAAAE&smartreferer=https%3A%2F%2Ftpc.googlesyndication.com%2Fsafeframe%2F1-0-37%2Fhtml%2Fcontainer.html
https://www.dianomi.com/click.epl?pn=56239&offer=13745714&savid=143419&said=3426&adv=6051&unique_id=XjIXKqUFUBIlWk-Z--ZUjgAAAAE&smartreferer=https%3A%2F%2Ftpc.googlesyndication.com%2Fsafeframe%2F1-0-37%2Fhtml%2Fcontainer.html
https://www.dianomi.com/click.epl?pn=41211&offer=10798668&savid=122974&said=3426&adv=6051&unique_id=XjIXKqUFUBIlWk-Z--ZUjgAAAAE&smartreferer=https%3A%2F%2Ftpc.googlesyndication.com%2Fsafeframe%2F1-0-37%2Fhtml%2Fcontainer.html
https://www.dianomi.com/click.epl?pn=31201&offer=8520716&savid=113709&said=3426&adv=6051&unique_id=XjIXKqUFUBIlWk-Z--ZUjgAAAAE&smartreferer=https%3A%2F%2Ftpc.googlesyndication.com%2Fsafeframe%2F1-0-37%2Fhtml%2Fcontainer.html
https://www.dianomi.com/whatsthis.pl?id=3426
https://www.benefitspro.com/2020/01/27/temper-the-pain-of-rising-drug-costs-in-2020/
https://www.benefitspro.com/2020/01/24/the-financial-burden-of-cancer-treatments-prices-some-out-completely/
http://benefitspro.tradepub.com/free/w_arma49/prgm.cgi
http://benefitspro.tradepub.com/free/w_arma49/prgm.cgi


Subscribe Today and Never Miss Another Story.
Get critical news and info to help your business thrive in the ever-changing bene�ts market – FREE. Sign
Up Now!

Subscribe Now

(https://store.law.com/Registration
promoCode=BPRO#/EmailPref

Privacy Policy (https://www.alm.com/pr
policy-new/)

Bene�tsPRO Daily

 (/)

Sponsored Financial Content

$5 Stocks With Unlimited Upside
That You Can Retire On
Liberty Through Wealth

Top 3 Dividend Stocks That
Could Help Build Up Your
Retirement
Manward Digest

The Only Stock Trusted To Pay
Large Dividends For The Next
20 Years
Investors Alley

Buy and hold this ‘stock’ by Feb
18th to receive 14 Dividends Per
Year
Investors Alley

10 Ticker Symbols Tha
Need For A Lifetime Of
Dividends
Liberty Through Wealth

The �nancial burden of cancer
treatments prices some out
completely
(https://www.bene�tspro.com/2020/01/24/the-
�nancial-burden-of-cancer-treatments-
prices-some-out-completely/)

SCOTT WOOLDRIDGE | JANUARY 24, 2020

The high cost of treatments leaves low-income consumers unable
to a�ord it, and even those who can feel the �nancial toll.

Despite increase in ACA coverage,
more people can’t a�ord care
(https://www.bene�tspro.com/2020/01/28/despite-
increase-in-aca-coverage-more-
people-cant-a�ord-care/)

MARLENE SATTER (/AUTHOR/PROFILE/MARLENE-SATTER/) |
JANUARY 28, 2020

Individuals in the $50,000 to $75,000 annual income bracket are
hardest hit by the costs.

This popular strategy can create u
ripple e�ects and your clients (and
employees) need your help to add
problems.

Browse More Resources › (/resources/)

(http://bene�tspro.tradepub.com/
REPORT
SPONSORED BY BRANCH

The Branch Report: A look at
�nancial, work, and lifestyle
interests of today's hourly wo
(http://bene�tspro.tradepub.

Discover what your employees �n
important so you can better serve
today’s tight talent market.

Browse More Resources › (/resources/)

(http://bene�tspro.tradepub.com/
ON-DEMAND WEBINAR
SPONSORED BY BRANCH

Financial Wellness Webinar: 
Means for Today's Hourly Wo
(http://bene�tspro.tradepub.

Discover how a focused �nancial w
program can bene�t both you and
employees.

Browse More Resources › (/resources/)

https://store.law.com/Registration/myAccount.aspx?promoCode=BPRO#/EmailPref
https://www.alm.com/privacy-policy-new/
https://www.benefitspro.com/
https://www.dianomi.com/click.epl?pn=50403&offer=12687007&savid=132280&said=3424&adv=5428&unique_id=XjIXKsJu-e7XgakJklBnyAAAAAM&smartreferer=https%3A%2F%2Fwww.benefitspro.com%2F2020%2F01%2F29%2Fresolving-to-control-drug-costs-your-pbm-contract-really-matters%2F
https://www.dianomi.com/click.epl?pn=54858&offer=13533721&savid=140528&said=3424&adv=5428&unique_id=XjIXKsJu-e7XgakJklBnyAAAAAM&smartreferer=https%3A%2F%2Fwww.benefitspro.com%2F2020%2F01%2F29%2Fresolving-to-control-drug-costs-your-pbm-contract-really-matters%2F
https://www.dianomi.com/click.epl?pn=53390&offer=13223351&savid=137060&said=3424&adv=5428&unique_id=XjIXKsJu-e7XgakJklBnyAAAAAM&smartreferer=https%3A%2F%2Fwww.benefitspro.com%2F2020%2F01%2F29%2Fresolving-to-control-drug-costs-your-pbm-contract-really-matters%2F
https://www.dianomi.com/click.epl?pn=48009&offer=12296137&savid=125100&said=3424&adv=5428&unique_id=XjIXKsJu-e7XgakJklBnyAAAAAM&smartreferer=https%3A%2F%2Fwww.benefitspro.com%2F2020%2F01%2F29%2Fresolving-to-control-drug-costs-your-pbm-contract-really-matters%2F
https://www.dianomi.com/click.epl?pn=50600&offer=12709453&savid=131978&said=3424&adv=5428&unique_id=XjIXKsJu-e7XgakJklBnyAAAAAM&smartreferer=https%3A%2F%2Fwww.benefitspro.com%2F2020%2F01%2F29%2Fresolving-to-control-drug-costs-your-pbm-contract-really-matters%2F
https://www.benefitspro.com/2020/01/24/the-financial-burden-of-cancer-treatments-prices-some-out-completely/
https://www.benefitspro.com/2020/01/28/despite-increase-in-aca-coverage-more-people-cant-afford-care/
https://www.benefitspro.com/author/profile/Marlene-Satter/
https://www.benefitspro.com/resources/
http://benefitspro.tradepub.com/free/w_brab40/prgm.cgi
http://benefitspro.tradepub.com/free/w_brab40/prgm.cgi
https://www.benefitspro.com/resources/
http://benefitspro.tradepub.com/free/w_brab38/prgm.cgi
http://benefitspro.tradepub.com/free/w_brab38/prgm.cgi
https://www.benefitspro.com/resources/


FOLLOW US ON   (https://www.facebook.com/Bene�tsPro)  (https://twitter.com/Bene�ts_Pro)  (https://www.linkedin.com/company/bene�t

Bene�ts Broker (/bene�ts-broker/) / Bene�ts Manager (/bene�ts-manager/) / Retirement Advisor (/retirement-advisor/)
/ Magazine (/bene�tsPro-magazine/current-issue/) / FreeERISA (https://freeerisa.bene�tspro.com)

/ BROKER EXPO (https://www.bprobrokerexpo.com/ehome/index.php?eventid=247060&) / More (/sitemap/)

About Bene�tsPRO (/static/about-us/) / Contact Us (/static/contact-us/) / Site Map (/sitemap/) / Advertise With Us (/static/advertise-with-us/)
/ Terms of Service (https://www.alm.com/terms-of-use-summit/) / Privacy Policy (https://www.alm.com/privacy-summit/)

Copyright © 2020 ALM Media Properties, LLC. All Rights Reserved.

https://www.facebook.com/BenefitsPro
https://twitter.com/Benefits_Pro
https://www.linkedin.com/company/benefitspro/
https://www.benefitspro.com/benefits-broker/
https://www.benefitspro.com/benefits-manager/
https://www.benefitspro.com/retirement-advisor/
https://www.benefitspro.com/benefitsPro-magazine/current-issue/
https://freeerisa.benefitspro.com/
https://www.bprobrokerexpo.com/ehome/index.php?eventid=247060&
https://www.benefitspro.com/sitemap/
https://www.benefitspro.com/static/about-us/
https://www.benefitspro.com/static/contact-us/
https://www.benefitspro.com/sitemap/
https://www.benefitspro.com/static/advertise-with-us/
https://www.alm.com/terms-of-use-summit/
https://www.alm.com/privacy-summit/

