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3 Key Objectives 

• Optimizing Contract Language 

• PBM Profit Games

• Why the Spreadsheet Doesn’t Matter
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Misaligned Incentives 

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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Vertical and Horizontal Integration 

Industry consolidation 

leads to diminishing 

transparency and 

high cost of care.
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Flow of Funds in the Pharmaceutical Industry 
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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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Industry – Adding Middle Layers 
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Quallent Pharmaceuticals
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Brand/Generic Language 
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Correct Brand Language 
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Correct Generic Language 
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Rebate Exclusions
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Rebate Amounts
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Specialty Drug List/LDD Matters 
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Biosimilar – Sometimes They Count…

Rebates

Discounts
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Biosimilar – Amjevita example…

Source: https://biosimilarscouncil.org/wp-content/uploads/2023/05/Screen-Shot-2023-05-15-at-3.31.01-PM-1024x553.png

https://biosimilarscouncil.org/wp-content/uploads/2023/05/Screen-Shot-2023-05-15-at-3.31.01-PM-1024x553.png
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Discounts/Rebates?

$7,500 drug
19% discount = $6,075
$1,360 specialty rebate
Total cost = $4,715

$7,500 drug
16% discount = $6,300
$1,575 specialty rebate
Total cost = $4,725
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Specialty Pricing 

Note – Abbvie paying about a 40% manufacturer revenue

• $9,400 x .40 = $3,760

• Optum buying at specialty for 22% discount - $7,332

• Optum total price

• $7,332 - $3,760 = $3,572 or about $2,665 in profit

• Humira

• $9,400 AWP

• 19.1% Discount = $7,604

• 16.1% Discount = $7,887

• Net of Rebate

• $7,604 - $1,360 = $6,244

• $7,887 - $1,650 = $6,237
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Pass-Through Pricing 

• Anytime the word “rebate” is included that is good for the PBM & bad for you

• Without markup – good only when the PBM does not own the specialty pharmacy
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Why specialty matters: Tadalafil
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Market Check 
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What did you learn today?

• Optimizing Contract Language 

• PBM Profit Games

• Why the Spreadsheet Doesn’t Matter
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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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