
Follow the Money:

Tracking the flow of funds in rebates, administrative 
fees, market share bonuses 

Pharmacy Benefit Management



22

3 Key Objectives 

• Rebates should not be the focus 

• Questions you should be asking your PBM 

• Why Vertical and Horizontal Integration is bad
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Why do drug prices keep going up? REBATES

Rebates paid from pharma to the PBM started going up in 2015 & continue to rise. PBM’s are 
demanding more rebate dollars to drive profit to themselves, but pharma is getting the blame for 
raising prices. In this situation, pharma increased the price of the drug 100% & increased profit 
only 22% while the PBM saw a profit increase of 2,600%.
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PBM Profitability – 
Why Rebates Don’t Matter

PBM profits have shifted from rebates and spread to fees and fulfillment 

‘Peak Rebate’ ‘Peak Spread’ ‘Peak Admin Fee’ ‘Peak GPO Fee’ ‘Peak SP’

Specialty is now 
the largest PBM 
profit pool

PBMs have shifted 
admin fees to 
contracting 
entities/GPOs

Rebate + Price 
Protection +
Spread = 20%-24%
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A Comparison of PBMs – Specialty Guarantee
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Why Rebate Guarantees Don’t Matter
A Case Study – A Client with 10,000 Lives

• The PBM contract pays $2,500 in rebates for each 
specialty claim filled

• Proper clinical criteria says they should only fill 
specialty in 30-day increments (example: this client has 
91 in 60 days and 283 in 84+ days)

• In these cases, the PBM only pays the employer 
FOUR rebates a year, instead of 12

• If filled by proper clinical criteria, and the numbers are 
standardized (182 for 60+ days and 849 for 84+ days) 
- for this client, 657 more rebate payments should 
have been received by the employer

• Traditional PBMs do this with ALL specialty claims – 
multiplying these numbers by the number of specialty 
drugs the employer fills for their members

Total Fills Rebate Amount Rebate Dollars Paid

Humira 30 or less 336 2,500.00$          840,000.00$           

60 91 2,500.00$          227,500.00$           

84+ 283 2,500.00$          707,500.00$           

Total 710 1,775,000.00$        

Standardized for 30 Days

30 days 336 1,500.00$          504,000.00$           

60 days 182 1,500.00$          273,000.00$           

84+ days 849 1,500.00$          1,273,500.00$        

Total 1367 2,050,500.00$        
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Complex by design 

When the cost of drugs increase, 

everyone benefits but your organization.
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What we’ve learned…

Manufacturer

Increase prices at their discretion

Higher drug costs = Higher profits

Wholesaler
Paid as a percent of drug costs
Higher drug costs = Higher profits

PBM
In control of formulary, contract language, manufacturer revenue
Higher drug costs = Higher profits

Employers & Public Purchasers
Lack of control
Higher drug costs = Lower profits
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Hepatitis C Medications 

All of these medicines have the same clinical efficacy. The ability to drive 

manufacturer revenue is the overriding factor on how formulary decisions are 

made… costing American families and employers money.

Which medication would you choose to be on your formulary?



10

CVS Value Formulary 
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Vertical and Horizontal Integration 

Industry consolidation 

leads to diminishing 

transparency and 

high cost of care.
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Why specialty matters: Tadalafil
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Imatinib example 
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Quallent Pharmaceuticals
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An example: Rebates driving higher drug prices
Truvada and Descovy 

Truvada

Descovy



16

An example: Rebates driving higher drug prices
Truvada and Descovy 
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What did you learn today?

• Rebates should not be the focus 

• Questions you should be asking your PBM 

• Why Vertical and Horizontal Integration is bad
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