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MBGH Calls on Employers to Rethink Pharmacy Benefit Strategies 
Pharmacy benefit middlemen contribute to higher prices; new report offers insight for employers 

to reduce costs and improve efficiency 
 

CHICAGO – September 12, 2017 – As health care reform drags on, employers can no longer afford to sit 

on the sidelines. And one area of the health care value chain ripe for transformation is pharmacy 

benefits. The non-profit Midwest Business Group on Health (MBGH) has released a report to aid 

employers in working to improve the effectiveness, efficiency and value of pharmacy benefit programs 

to drive affordability and transparency. 

 

The report, Drawing a Line in the Sand: Employers Must Rethink Pharmacy Benefit Strategies, is part of 

MBGH’s National Employer Initiative on Specialty Drugs. It offers a call to action on the key issues and 

important steps that public and private employers need to take to: 

• Understand how “today’s middleman model” contributes to higher costs in the supply chain  

• Identify ways to work with vendors to reduce unnecessary costs and drive efficiency 

 

“As fiduciaries, employers have a duty to be ‘good stewards’ of how premiums are used to fund care for 

employees and beneficiaries,” said Cheryl Larson, MBGH vice president and primary report author. 

“Most pharmacy benefit manager (PBM) arrangements are complex, making it difficult for employers to 

identify the true cost of drugs and all the sources of PBM revenue. Employers need to know the facts 

and act to make sure their benefit dollars are spent in an efficient manner and rebates and other 

revenues are appropriately received. We’re working with employers and experts now to try to bring 

these issues to light and come up with the right solutions.”  

 

The middlemen that profit the most from hidden costs in pharmacy benefit contracts are PBMs. The 

report includes recommendations on how to identify and address the lack of transparency in contracts 

including guidance on drug rebates, spread, copay claw backs, drug lockouts and other key areas.  

 

When working together, employers have a great deal of power over health care system reforms, but 

they need to use their market influence to change the practices of the middlemen. The report offers 

strategies for employers to help guide efforts to more effectively manage pharmacy benefits and 

specialty drug costs, including: 

• Use a transparent/pass through PBM or Pharmacy Benefit Administrator (PBA) model. These 

contracts disclose all financial flows, including PBM revenue streams, with all rebates and 

discounts passed onto the employer so true costs (not just price) are known. 

• Offer value-based designs, such as those with no drug formulary. Cost sharing for this model is 

based on the value of the drug to the patient and employer – e.g. “lifestyle” enhancing drugs are 
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not covered; convenience drugs are split 50/50 and chronic disease/life-saving drugs have the 

lowest or no cost share. 

• Use an independent Pharmacy & Therapeutics committee to do an inclusive analysis based on 

formulary, quality and cost. Many PBM formularies are constructed with a list of drugs that 

provide them with the greatest discounts or rebates to ensure PBM revenue growth. The 

retained profits of a PBM makes up a significant portion of drug costs.  

• Exercise full auditing rights in PBM contracts. Most contracts do not have provisions allowing 

the employer to audit the operational and financial performance of the PBM. As a result, it is 

important to use full-audit authority to review all PBM practices, including the handoff between 

supply chain partners and their contracts (what employers can’t see now). 

• Require PBM contracts exclude use of copay claw backs at the pharmacy, which impact the 

legally required pharmaceutical care that benefits the patient and employer, as plan sponsor.  

• Require price protection rebates currently collected by the PBM from the manufacturer are 

disclosed and that employers receive 100% of these earned rebates. 

 

“Although employers may have to drag the rest of the system along with them, they need to ask and 

then demand what they want – because it’s the right thing to do – for our companies and especially for 

our employees and family members,” Larson also noted. 

 

About the National Employer Initiative on Specialty Drugs 

In 2010, MBGH embarked on a multi-year, employer-led project to address their concerns about the 

rising costs of biologic and specialty drugs. Project activities offer all employers access to knowledge, 

benchmarking, best practices and tools and resources at no cost through an online employer toolkit – 

www.specialtyrxtoolkit.org. The toolkit offers guidance to support employer plan performance and cost 

management efforts, ways to optimize specialty drug use in the medical and pharmacy benefit, make 

informed decisions on benefit coverage approaches and address PBM transparency issues. 

 

About the Midwest Business Group on Health 

MBGH is one of the nation’s leading non-profit employer coalitions of 130 mid, large and jumbo self-

funded public and private employers, representing over 4 million lives and annually spending over $4 

billion on health care. Members consist of leading health benefit professionals, with activities focused 

on education, research, benchmarking and community-based initiatives that increase the value of health 

benefits and health care services. MBGH is a founding member of the National Alliance of Healthcare 

Purchaser Coalitions (formerly the National Business Coalition on Health/NBCH). www.mbgh.org 

# # # 

http://www.specialtyrxtoolkit.org/
http://www.mbgh.org/

