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Rheum Fellow View of Health Insurance



Payer
A Person Or Entity Who Pays. 

Person Named In A Bill Who Has To Pay The Holder

Health Insurance Companies = Payers?

Insurance
A Means Of Guaranteeing Protection Or Safety.



Fortune 
500 

Ranking 
2024

#5 UnitedHealth Group – Revenue

$324.326 Billion

#6 CVS Health – Revenue 

$322.467  Billion

#15 Cigna- Revenue

$180.364  Billion

https://www.50pros.com/fortune500/
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Medicare 
Health Insurance For Age Over 65, Disabled Or ESRD/ALS

Part A 
Hospital Care

Generally 

No Premium

Covers 100% 

First 60 days of hospital stay 
charges

Part B
Out Pt Care

Infusions

Premium Is Based On 
Income

Covers 80% of charges

Part D

Covers

Pharmacy drugs

Private Insurance 

Pay Premium

Part C

Medicare

Advantage 

Private Insurance

Pay Premium



Medicare Part B

•Premium ex. -$165/mo, 
Deductible $226, then 
20% Copay

•Supplemental insurance 
available

•Physician admin.drugs

•No copay cards allowed

Medicare Part D

• Private insurance 

companies

• Variable premiums 

formularies

• Self-administered drugs

• No copay cards allowed



Medicare Part C/Medicare Advantage

•Replaces Part A/Part B/Part D With Private Insurance

•Capped Out Of Pocket Maximum

•Physician Administered Drugs

•No Copay Cards Allowed

• Increasingly Popular With Patients – Majority

Increasingly Profitable 

For Insurance 

Companies



Medicaid Qualifications in Louisiana

▪ Receive Supplemental Security Income (SSI) from the 
Social Security Administration (SSA)

▪ Are disabled according to the Social Security 
Administration’s definition

▪ Have corrected vision no better than 20/200

▪ Are a low-income parent of children under age 19

▪ Are a child under age 19

▪ Are pregnant

▪ Have no insurance & need treatment for breast and/or 
cervical cancer

▪ Receive Medicare coverage and are low-income

▪ Are aged 19 to 64 years old, have a household income less 
than 138% of the federal poverty level,  and meet 
citizenship requirement

▪ Get financial help from the Office of Family Support (OFS) 
through the Family Independence Temporary Assistance 
Program (FITAP)

Mandatory medical services 
included under Medicaid are:
▪  Inpatient And Outpatient 

Hospital Services; 
▪ Physician Services; 
▪ Laboratory And X-ray Services; 
▪ Long-term Care Facilities; 
▪ Family Planning; 
▪ Services For Early Periodic 

Screening, Diagnosis And 
Treatment Of Those Under Age 
21.

▪

https://www.ssa.gov/planners/disability/qualify.html#anchor3
https://sspweb.ie.dcfs.la.gov/selfservice/selfserviceJSPController?id=0.36878627798322705&tab=1
https://sspweb.ie.dcfs.la.gov/selfservice/selfserviceJSPController?id=0.36878627798322705&tab=1
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Vertical Integration-PBMs/Insurance Companies 2019
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If An Expensive Drug 

Is Not On The Formulary…

No Matter How Great It Is…

No One Takes It.



What Maintains The Formulary?
(profitability)

Pharmacy Benefit Managers

Who Constructs The Pharmacy Drug Formulary?

UTILIZATION MANAGEMENT TOOLS



What Do PBMs Do?

“Pharmacy benefit managers, or PBMs, are companies that manage prescription drug benefits on 

behalf of health insurers, Medicare Part D drug plans, large employers, and other payers.”

➢Adjudicate pharmacy claims

➢Patient cost share

➢Pharmacy network

➢ SITE of CARE 

➢Construct & Maintain Formulary (Utilization Management Tools)

https://www.commonwealthfund.org/publications/explainer/2019/apr/pharmacy-benefit-managers-and-their-role-drug-
spending



What - Constructing the Formulary

When - Step therapy, Non-Med Switch 

Where - Pharmacy network, Site of Care

How Much – Copay, Co-insurance

3 PBMs Control The Formularies For 80% Of 
The American People



Utilization 

Management 

Tools
************

“Tools” To Control 

The Use Of Drugs

Utilize the Drugs

That Offer the Most 

Savings

(Profit to the PBM)

Prior Authorizations –Doctors asking permission 
to have a specific drug covered by insurance

Step Therapy: Requires patients to fail first on a 
payer-preferred drug

Non-medical Switching: A patient is forced to 
change to a different medication for a non-
medical reason

Accumulator Adjustment Programs 
   (not a utilization tool but it is a profit tool)

Formularies Can Change Mid Plan Year 
& Drop Medications

Forcing Stable Patients Off Of Their Medication 



R

Recent Example Of 
Prior Auth

Step Therapy 
Requirements 

For Generic 
Hydroxychloroquine 

Must TRY 4 Of The 
Following



• Resulted In More Missed Work, More Out-of-pocket 

Expenses, And More Of A Decrease In Quality Of 

Life—both Physically And Emotionally

• Pay More Out Of Their Own Pockets, Leading To 

Increased Rates Of Nonadherence

• The Significant Variation Among Payer Formulary 

Protocols, Among And Within Plans, Calls Into 

Question The Clinical Rationale For Step Therapy

• Potential For Disease Flares, Negative Immune 

Responses, Adverse Effects, And Complete Loss  Of 

Response. 

The Impact of 
Step Therapy on 

Patients

Authors: 
Jennifer Snow, MPH; 

Madelaine A. Feldman, MD, FACR; 
Jenna Kappel, MPH, MA

https://www.xcenda.com/-
/media/assets/xcenda/english/content-
assets/white-papers-issue-briefs-studies-
pdf/impact-of-step-therapy-on-
patients_final_1019.pdf



Consequences of Non-Medical Switching

• Rheumatoid arthritis (RA) patients found those forcibly switched to a different medication experienced 

42 percent more ER visits and 12 percent more outpatient visits within the first 6 months.1

• People with epilepsy showed switching caused breakthrough seizures requiring more inpatient and emergency room 

care. 2, 3

• Nonmedical switching can limit future treatment options. Practice causes some patients to become less responsive 

to treatment, even if they are returned to the original medication. 4

• Nonmedical switching actually increases health care costs. forced to switch treatments 37 percent higher 

medical costs (including ER visits, hospitalizations, and physician care) and 26 percent higher overall costs 

than patients continuing on a successful medication. 5
1 Signorovitch J et al. Switching from adalimumab to other disease-modifying antirheumatic drugs in rheumatoid arthritis without apparent medical reasons: Impact on health care service use. Ann Rheum Dis. 2012:17( Suppl 3):717

2 Epilepsy Foundation. 2009. In Their Own Words: Epilepsy Patients’ Experiences Changing the Formulation of the Drugs They Use to Prevent Seizures.: https://www.epilepsy.com/sites/core/files/atoms/files/In-Their-Own-Words.pdf

3 Zachary III WM, Doan QD, Clewell JD, et al. Case-control analysis of ambulance, emergency room or inpatient hospital events for epilepsy and antiepileptic drug formulation changes. Epilepsia 2009 Mar;50(3):493-500

4 Global Alliance for Patient Access. Non-Medical Switching: Fast Facts. January 2017. Accessible at: http://gafpa.org/wp-content/uploads/GAfPA_Fast-Facts_Non-Medical-Switching_January-2017-1.pdf

5 Chao J, Lin J, Liu Y, et al. Impact of nonmedical switching on healthcare costs: a claims database analysis. Value in Health 2015;18 (Issue 3); pp A252

https://www.epilepsy.com/sites/core/files/atoms/files/In-Their-Own-Words.pdf
http://gafpa.org/wp-content/uploads/GAfPA_Fast-Facts_Non-Medical-Switching_January-2017-1.pdf


What About 
Drug Prices??





“THEY Set
 the Prices”

“THEY Make Us 

Raise the Prices”

Pharmacy Benefit Managers Drug Manufacturers



Breaking Down The 
Drug/Money/Services Flow



Manufacturer

Pharmacies

Patients

Wholesaler

Health 
Plans

PBM

Dispense Drug

Copay/Coinsurance

Reimbursement 
+ Admin Fee

Manage Drug

Program

Share of Rebate

Drug Flow

Services

Cash Flow

Rebate

SIMPLIFIED VERSION

Rebate + FEES
($ Kickbacks ??)

Placement 
on 

Formulary

Employers

“Safe Harbor”             

From the   

Anti-Kickback Statute



If An Expensive Drug 

Is Not On The Formulary…

No Matter How Great It Is…

No One Takes It.



➢Step Therapy - Fail Your Drug First

➢Non Medical Switching - Switch To Your Drug

➢ Excludes Competitors To Your Drug 

➢Exclusionary Contracts

➢Performance Contracts

https://www.insidesources.com/preferred-placement-and-rebate-walls/

Benefits Of Preferred Placement 
For Drug Makers



Efficacy?

Safety?

Lowest List Price?

       Guess again…..

What 

Determines 

Preferred 

Placement?



The REBATE Story...



SOURCES: ERISA Advisory Council. PBM Compensation and Fee Disclosure https://www.dol.gov/sites/default/files/ebsa/about-ebsa/about-us/erisa-advisory-council/2014ACreport1.pdf. Published November 2014. Eickelberg HC. The 

prescription drug supply chain black box: How it works and why you should care. American Health Policy Institute. http://www.americanhealthpolicy.org/Content/documents/resources/

December%202015_AHPI%20Study_Understanding_the_Pharma_Black_Box.pdf.  Published 2015. Accessed January 10, 2017; Compliant, Boss v. CVS Health Corp., No. 2:17-cv-01823 (D.N.J. March 17, 2017), 

https://www.bloomberglaw.com/public/desktop/document/BOSS_et_al_v_CVS_Health_Corporation_et_al_Docket_No_217cv01823_DN?1496256418.

How it Works:

“BIDDING WAR” for the Preferred Place on Formulary…

Drug Makers PBMs



THE EQUATION





But What About COMPETITION?



Manufacturers COMPETE for the Preferred Spot…

BUILDING A HOUSE
WINNER= Lowest Bidder

SELLING A HOUSE
WINNER= Highest Bidder

• Rebate/fee bids based on a % of the list price of the medicine. 

• These price concessions can be well over 50% of the list price.

• This creates a perverse incentive for HIGHER PRICED MEDICINES, not lower, 
because the HIGHER PRICED MEDICINE can provide the larger rebate /fee package.

COMPETITION
DRIVES 
PRICES 

UP

COMPETITION
DRIVES
PRICES 

DOWN

OUR DRUG DISTRIBUTION SYSTEM



Drug A Drug B Drug C

List Price ~$30K/yr ~$70K/yr ~$80K/yr

Formulary 
Rebate %

($ Savings)

50%
($15,000)

50%
($32,500)

50%
($37,500)

Patient-
Cost share

$6000 $13,000 $15,000

Which Drug Has the Best Bid?

WINNER! = Drug C

HIGHEST SAVINGS to PBM, but also HIGHEST COST to patient



Competition on the PHARMACY SIDE…

Controlled by PBMs.



The Higher the LIST PRICE, The Higher the…

FEES

FEES

FEESFEES

FEES



11

http://www.pharmacybenefitconsultants.com/rx-alerts/time-to-determine-if-your-pbm-is-hiding-rebates/



What Is At Stake?

Doctor – Patient Relationship determining

The best treatment - efficacy, safety and affordability.

But instead we are faced with:

• Formulary Restrictions 
• Step-therapy

• Non-medical switching

• Exclusions

• Prior authorizations



Because Co-insurance Based on List Price…

•Copay Cards From the Manufacturer Are Needed 
To Help Patient Pay

•20% -List Prices $Thousands/month or More

•Helps Patients with Chronic Diseases Also
By Reducing Deductible



Copay Cards  Are Bad!

Medical Side Doesn’t Offer

 Co-pay Assistance

Copay Cards 

Entice Patients, Hook Patients

On Expensive Medications 



Accumulator Adjustment  Program-Copay Accumulators 

A Utilization Management Tool 

Disallows Money Paid By A Drug Manufacturer In The 

Form Of A Copay Card To Count Toward The 

Deductible/OOP Costs Of The Patient.

“ How can we make money on this?”



• Chronic Disease Patients

• Economically forced off their prescription without consequence

• Patients taking $$ Specialty drugs

• Single source drugs – no lower cost alternative

• Co-insurance % of list price

• Patients with High Deductible Plans

Who are Most Affected by Accumulators?

Stealing Patient 
Assistance Money 

With Copay Accumulators



SOURCES: PCMA. Policy & Issues: PBM Cost-Saving Tools. https://www.pcmanet.org/policy-issues/. Accessed January 10, 2017; Visante. Pharmacy benefit managers (PBMs): Generating savings for plan sponsors and 
consumers. https://www.pcmanet.org/wpcontent/uploads/2016/08/visante-pbm-savings-feb-2016.pdf. Published February 2016. Accessed January 10, 2017.

PBMs Claim To Save Billions For Our Health Care 

System

• Designing formularies based on “negotiated discounts” 

• Secret kickback package – based on list price & market share

• Utilization Management Tools – “Employers want them”

• Keep patients on the most profitable drugs

• Many Employers have no idea what they are signing

• Encouraging use of generics & affordable brands

• Higher priced and brands preferred



Accountability
Conflict of Interests

PBM Market Fails On

Restraint of Trade - Steering



“Safe Harbor”  

From the 

Anti-Kickback Statute



Fortune 
500 

Ranking 
2024

#5 UnitedHealth Group – Revenue

$324.326 Billion

#6 CVS Health – Revenue 

$322.467  Billion

#15 Cigna- Revenue

$180.364  Billion

https://www.50pros.com/fortune500/



What’s a 
Rheumatologist To Do?



Health Subcommittee –
        Energy and Commerce  2019



JOIN THE 
ACTION!



CSRO.info/map



With Sufficient Thrust 
Pigs Fly Just Fine!!



The Transparency Problem



Any 
Questions?

Presentation Title 58

Presenter name

Email address

Website
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