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Landscape
What is Driving U.S. Healthcare Costs?

Source: National Association of Health Underwriters, “Cost Drivers”



Landscape
Health Insurance Costs - Prescription Drugs contribute to these increases

Source: Centers for Medicare and Medicaid Services, 2021



Landscape
Rising prescription drug costs account for 21% of every 
premium dollar.  

Sources: National Health Expenditure Data, Centers for Medicare and Medicaid Services, Agency for Healthcare Research and 
Quality (AHRQ), IMS Institute

Includes prescription drugs administered in a clinical setting.

Include both governmental administrative costs for programs such as Medicare and Medicaid, and the administrative costs of 
private.



Trends
Generic drug prices have declined while brand drug 
prices continue to increase in cost.

Source – Express Scripts Drug Trend Report, 2018



Prescription Drug Data
The Cooperative’s overall Rx spend is approximately $82M.

Central Square Data:

Total Plan Spend on Rx: $3,457,390 
Plan Pays: 96.6% of all Rx costs 
Generic Fill Rate: 83%

2021 data



What are groups doing to contain costs?

Top Strategies:
1. Use specialty pharmacy management  
2. Expand prior authorization
3. Evaluate pharmacy management program
4. Expand step therapy programs  
5. Promote cost savings opportunities such as mail order

Source – Segal 2021 Plan Survey Results



Utilization Management Programs

Prescribing and using medications appropriately can effectively improve 
patient outcomes and reduce expenses, even as drug costs rise
Management of drug utilization and maximizes the efficacy of the drug 
spend 
Examples:

Prior Authorization
Step Therapy
Generic Advantage 



What is Prior Authorization?

Prior authorization (PA) is a requirement that your physician obtain 
approval from the health insurance plan to prescribe a specific medication. 

PA is a technique for ensuring prescribed medications are appropriately 
prescribed based upon FDA and manufacturer guidelines, medical literature 
and benefit design.  

It results in minimizing costs, wherein benefits are only paid if the medical 
care has been pre-approved by the insurance company.



Prior Authorization

What kinds of drugs need prior authorization?
• Drugs that have dangerous side effects
• Drugs that are harmful when combined with other drugs
• Drugs that you should use only for certain health conditions
• Drugs that are often misused or abused
• Drugs that a doctor prescribes when less expensive drugs might work 

better



How Does Prior Authorization Work?

Physicians submit the PA paperwork on behalf of the member.  When 
the member goes to the pharmacy to pick up the prescription, the 
authorization process has generally already taken place.  If the 
medication is not approved, the physician may supply supporting 
reasons or prescribe an alternative medication that would also be 
reviewed for safety and efficacy.



Example of the Prior Authorization Medication



What is Step Therapy and How Does it Work?

Step Therapy - In some cases, the insurance carrier requires members to first try 
certain drugs to treat their medical condition before it will cover another drug for 
that condition. 

For example, if Drug A and Drug B both treat the medical condition, Drug B may 
not be covered unless the patient tries Drug A first. If Drug A does not work for 
the patient, Drug B will be covered.

The process is handled between the provider and pharmacist behind the scenes in 
most cases.



Example of the Step Therapy List



What is Generic Advantage Program and How Does it Work?

Generic Advantage – This program promotes the use of generic medications.  
Under this program, if a member fills a brand name medication where there is a 
generic equivalent available, the member will pay:

1. the generic copayment, and

2. the difference between the cost of the more costly brand name medication and 
Excellus’ price for the less expensive generic medication.  



Example of the Generic Advantage Program List



Questions?

This is not intended to be exhaustive nor should any discussion or opinions be construed as legal or tax advice.  

Contact legal counsel for legal advice and/or tax professional for tax advice. 


