[image: image1.jpg]CENTER FOR BENEFITS MANAGEMENT group



[image: image2.jpg]Plan Designs







Leading Trends in Rx Plan Management

During 2007, Medco’s Systemed Group commissioned an independent national study of prescription benefit management trends. The following are the leading trends that emerged from that study. The survey was completed by 200 individuals with pharmacy benefit decision-making responsibilities, such as a benefits managers and benefits directors. 

The Findings

Plan managers today are more concerned about cost control than ever before. The past five years have seen a dramatic migration from a philosophy described as greater concern about providing the broadest coverage (63%) to one focused on balancing cost with care (73%). This abrupt U-turn is particularly evident among for-profit organizations, with 82% now striving for balance compared to 38% just five years ago.

This focus on cost containment is due in no small part to the rising cost of providing prescription drug benefits. According to survey respondents, pharmacy benefit costs, as a percentage of overall healthcare costs, have reached 22%. Plan sponsors cite many reasons for this increase, but believe direct-to-consumer advertising is the primary culprit. Despite these escalating costs, however, plan sponsors report spending only 10 percent of their time managing the pharmacy component of their benefit plan.

Employers are just about evenly divided regarding their perceived flexibility to change their current benefit structure. A little more than half (52%) describe themselves as flexible or very flexible. The rest are somewhat restricted (34%) or very restricted (14%). One-third of both public sector and union groups consider themselves very restricted. 

Cost control emerged as the top reason for seeking outside help. It is the primary reason plan sponsors use a pharmacy benefit manager. Over two-thirds (69%) of plan sponsors believe that peer data is critical to understanding what similar organizations are doing to control benefit costs. 

Several cost-control strategies have become widely accepted. Today, 98% of plan sponsors have programs in place to encourage the use of generics and plan-preferred drugs. A strong majority of organizations (68%) believe that approaches encouraging the use of generics and plan-preferred drugs will have the greatest impact on their ability to control costs in the future.

Mail order has also become an established channel for lowering costs. Strategies used to encourage mail order vary. A high percentage of plans use member communications (84%), cost-share incentives (77%), and mandatory or incentive mail programs (50%) to encourage mail use.

Other cost-control measures have failed to catch on. Despite being billed as the most important change in benefit coverage in the past decade, CDH (Consumer-Directed Health) plans have yet to be embraced by most employers. Only 24% of plan sponsors have a CDH plan in place today, and only 12% show strong intent to implement a CDH program over the next three years.

In light of today’s rising costs, plan sponsors are taking a much more comprehensive approach in managing healthcare expenditures. Integrating medical and pharmacy data and adding disease and wellness management programs to help accomplish this goal are seen as top priorities by 51% of plan sponsors. Nearly two-thirds (62%) of organizations currently have disease and wellness management programs in place to control overall healthcare costs.

As for cost-sharing strategies, 74% of the plan sponsors surveyed rely on a three-tiered co-payment design to reduce costs. But this relatively high percentage doesn’t tell the whole story. For even as organizations are moving away from a philosophy of providing the broadest possible coverage to one focused on balancing cost with care, they are reluctant to press their members to pay an even higher percentage of prescription costs in the near term. In fact, despite a growing concern about rising prescription drug costs, fewer than half of the organizations surveyed say they intend to increase member cost share over the next 12 to 18 months. 

Leading Trends

1.  Seismic shift in benefit philosophy:

Plan sponsors are far more concerned about balancing cost with care than they were just five years ago.

2.  Cost control drives carve-out option:

Cost containment is viewed as the top reason plan sponsors use a PBM over a health plan to manage their benefit.

3.  Generic strategies yield greatest impact:

Nearly 70% of plan sponsors believe that increasing the use of generics and plan-preferred drugs will have the most influence on controlling costs in the future.
4.  Push for mail usage gains momentum:

A majority of organizations plan to implement more strategies to boost mail order.

5.  Ad blitz blamed for rising costs:

Plan sponsors believe that direct-to-consumer advertising is the primary cause of rising pharmacy benefit costs.

6.  Holistic healthcare taking hold:

Plan sponsors are taking more comprehensive approaches to improve health outcomes and lower costs.

7.  Plan sponsors strive to create behavior-change:

Nearly two-thirds of organizations now use disease and wellness management programs.
8.  CDH revolution slows:

There is minor intent to implement a CDH plan option over the next three years.

9.  Plan sponsors hold the line on cost share:

Fewer than half of organizations surveyed report definitive plans to increase employee cost share in the near term.

Adapted in part from “9 Leading Trends in Rx Plan Management: Findings from a National Peer Study” with permission from Medco Systemed Group.
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