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P h a r m a c y  a n d  H e a l t h  S a v i n g s  A c c o u n t s

Consumer-driven health plans (CDHPs) are growing rap-
idly in prevalence as employers look for innovative solu-
tions to manage their escalating health care costs. These 

new health plan models present opportunities to engage mem-
bers in owning their health and managing their expenses. But 
they also present new challenges for employers as they look to 
ensure that members have appropriate support to manage their 
health and expenses and that the higher cost share required by 
members does not result in unintended consequences.

In this article, we will explore the growth in CDHPs and 
the implications of such growth on benefit design for phar-
macy services.

Growing Prevalence of CDHPs
CDHPs are defined as high-deductible health plans 

(HDHPs) with an associated account that employees can 
use to fund their deductible, coinsurance and other out-of-
pocket expenses. The account associated with CDHPs gener-
ally takes one of two forms: health savings account (HSA) or 
health reimbursement arrangement (HRA). A summary of 
the key differences between HSA and HRA account-based 
plans is provided in Table I.

CDHPs have grown steadily and significantly over the 
past ten years. Two percent of employees were covered un-
der HSA-eligible HDHPs and HDHP/HRA plan options in 
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2006 compared with 11% covered under HSAs and 9% cov-
ered under HRAs in 2013, according to a 2013 Kaiser Family 
Foundation survey (Figure 1).

At the same time, as shown in Figure 2, significant growth 
has occurred in the number of individuals covered by HSA-
qualified HDHP options—from 1.0 million in 2005 to 15.5 
million in 2013 based on 2013 research published by Amer-

ica’s Health Insurance Plans (AHIP). During this period, 
we have seen a shift in the percentage of HSA lives coming 
from individual plans versus large employer group plans. 
Between 2005 and 2013, the percentage of HSA lives com-
ing from large employer group plans increased from 16% to 
62%, while the percentage of total HSA lives coming from 
individual plans decreased from 54% to 13%.

T A B L E  I

Key Differences Between Health Reimbursement Arrangement (HRA)  
and Health Savings Account (HSA) Plans

Provision HRA HSA

Who contributes Employer only Employer and/or employee

Account funded No Yes

Funds availability Immediate When deposited in the account

Ownership of balances at termination Return to employer Remains with employee

Contributed maximums Dictated by plan design  2014: $3,300 single; $6,550 family 
per year

Additional contributions allowance N/A  2009+: Age 55 or older $1,000  
annually until Medicare enrollment

Rollover of account balances Yes—determined by employer Yes

Allowable medical expenses Section 213 expenses— Section 213 expenses— 
 employer discretion employee discretion

Account ownership Employer Employee

Tax treatment—employee No employee tax deduction  Contributions may be pretax 
or tax-deductible

Tax treatment—employer Reimbursements tax-deductible Contributions tax-deductible

Cash-out options (nonmedical) None Taxable pre-65 with a 20% penalty

Portability Yes—employer discretion Yes—completely

Claims adjudication Required  Not for HSA—will need it for  
high-deductible plan 

Financial partner requirement No Bank or trustee/custodian

Investment options No Yes

Combined with flexible spending account (FSA) Yes Limited-use FSA allowable 
   for dental, vision and post- 
  deductible medical expenses 
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Moreover, Figure 3 shows that 
growth in HSA accounts has led to a 
meaningful growth in HSA assets un-
der management—from $1.7 billion 
in 2006 ($0.1 billion in investment 
account balances plus $1.6 billion in 
cash account deposits) to an estimated 
$29.4 billion in 2015 ($4.2 billion in in-
vestment account balances plus $25.2 
billion in cash account deposits), ac-

cording to a 2013 survey published by 
Devenir. This survey data indicates that 
the investment portion of total HSA 
assets under management has grown 
from 6% to 14% during this period, 
indicating a growth in the rollover of 
HSA funds as more employees are en-
rolled in these plans across multiple 
plan years and have more funds avail-
able to invest.

According to Aon Hewitt’s 2013 
Health Care Survey of nearly 800 large 
and midsize U.S. employers cover-
ing more than seven million employ-
ees, 56% of employers currently offer 
CDHPs as a plan choice and another 
30% are considering offering one in 
the next three to five years. While 10% 
of employers offer CDHPs on a full-
replacement basis, another 44% are 

F I G u R E  1

Percentage of Covered Workers Enrolled in HSA-Qualified HDHP or HDHP/HRA

Source: The Kaiser Family Foundation, Employer Health Benefits, 2013 Annual Survey.
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Total HSA-Qualified HDHP Enrollment (Millions)

Source: America's Health Insurance Plans, Center for Policy and Research, June 2013.
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considering doing so in the next three to five years. Aon 
Hewitt survey data indicates that HSA plan offerings are 
twice as prevalent as HRA plan offerings. While HSA plan 
offerings are more prevalent, HRA plan offerings represent 
approximately two-thirds of total CDHP enrollment. High-
er HRA enrollment levels are driven by a higher prevalence 
of full-replacement HRA options, based on the design flex-
ibility afforded to employers. While HRA enrollment levels 
are still significantly higher than HSA enrollment levels, we 
have started to see an increase in HSA enrollment levels 
as more employers consider the merits of full-replacement 
HSA plan options.

Reasons for Growth
There are a number of reasons for such significant 

growth in CDHP options over the past decade. First, 
there has been a heightened need for cost control given 
the economic environment over the past few years. The 
tough economic environment has required employers to 
aggressively manage all of their costs, especially health 
care given that it is one of their largest and most rapidly 
growing expenses. Based on data released by the U.S. Bu-
reau of Labor Statistics in September 2013, health care 
benefits account for 8.5% of total employer compensation 

and benefits costs for the average civilian worker, up from 
6.9% in 2003.

Health care costs have escalated at a rapid rate over the 
past decade. According to Aon Hewitt’s Health Value Ini-
tiative database, total health care costs have increased 83% 
since 2003, from $7,047 to $12,883 per capita in 2013 (Figure 
4). As they look to manage employee medical contribution 
increases to a reasonable level, especially given an environ-
ment of flat to minimal payroll increases, employers are 
somewhat constrained given that they have already shifted 
a significant portion of health care cost increases to employ-
ees through increased payroll contributions. According to 
Aon Hewitt, total employee costs—including out-of-pocket 
costs and their portion of premium costs—have increased 
121% since 2003, from $1,955 to $4,320. As costs continue 
to rise, employers feel that they have exhausted their arsenal 
of traditional health care plan cost management techniques. 
Tweaking copay, coinsurance, deductible and out-of-pocket 
maximum levels on an annual basis is not enough to stave off 
significant health care cost trends.

The cost implications of the Affordable Care Act have 
also led employers to look for new ways to manage health 
plan costs. The new taxes and assessments associated with 
health care reform add costs to employer-provided medical 
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HSA Assets under Management ($B)

Source: Midyear 2013 Devenir Health Savings Account Survey Report.
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plans that need to be offset by program changes. In particu-
lar, the excise tax on higher cost plans, targeted to take effect 
in 2018, has led many employers to explore new health plan 
models and designs.

Managing Costs
Most employers are focused on a two-pronged solution 

to address their health care cost concerns: consumerism and 
behavior change.

Consumerism and empowering individuals to make 
choices based on their individual needs lie at the core of 
CDHPs. Providing employees with education, resources and 
tools to help them evaluate the cost and quality of various 
diagnoses, treatments, providers and care setting options will 
help them to make more informed and cost-effective deci-
sions. Health plan administrator studies indicate a higher 
use of these consumer tools among CDHP members versus 
traditional health plan members. Early results are positive, 
but additional analysis is needed to validate and quantify the 
impact that use of the consumer tools and resources is hav-
ing on overall health care cost and utilization of services.

The account feature associated with CDHPs provides a 
great vehicle for encouraging behavior change among em-

ployees enrolled in the medical plan. With a looming high de-
ductible, employees are more inclined to engage in the health 
and wellness activities required to earn incentive dollars for 
their CDHP account. Activities may include taking a health 
risk assessment, obtaining a biometric screening or working 
with a health coach to understand their health risks/condi-
tions. Initially, these extrinsic account-based incentives help 
to engage employees in focusing on behavior change. Over 
time, as healthy behavior patterns start to stick and employees 
feel good about the results they have achieved, employers can 
shift their focus more toward intrinsic motivators.

While health care cost concerns have driven employers 
to explore a variety of CDHP solutions, HSA plans appear 
to be garnering the most employer attention. HSA plans are 
growing in prevalence more than HRA plans because they:

•	 Allow for both employee and employer funding of the 
account

•	 Provide a triple taxation benefit (contributions are pre-
tax or tax-deductible, disbursements for qualified 
medical expenses are tax-exempt, earnings on ac-
counts accumulate on a tax-free basis)

•	 Are portable, making them more attractive to employ-
ees
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•	 Require that prescription drug expenses are subject to 
the overall medical plan deductible, which drives more 
consumerism and cost savings

•	 Provide employees with a potential vehicle for retiree 
medical funding.

HSAs and Pharmacy Benefits
Pharmacy benefits present some of the greatest opportu-

nities and challenges for the growth of the HDHP/HSA mod-
el. On the opportunity front, pharmacy is one of the areas 
with the most opportunity for consumerism. Members often 
have multiple formulary options with equal efficacy available 
to them, but at a wide range of prices. Given the variety of 
brand and generic script options available and broad access 
to prescription drug cost information via Internet-based 
tools (e.g., PBM Price-A-DrugSM tools), members can select 
a lower cost pharmacy product feeling comfortable that they 
have not sacrificed quality. We have seen this phenomenon 
play out in the early CDHP utilization and cost studies done 
by insurance carriers, which have shown significant reduc-
tions in pharmacy cost and, to some degree, utilization for 
CDHP members. This reduction of utilization is, in fact, the 
intended design and subsequent outcome for what was ex-
pected for CDHP participants during adoption.

Although a reduction in overall plan spending is often as-
sociated with CDH pharmacy plans, there is some specula-
tion as to whether this reduction is associated with members 
making better purchasing choices or simply not engaging in 

their drug therapies due to large out-of-pocket costs. The lat-
ter is supported by a significant amount of in-depth research 
into utilization patterns among CDH pharmacy plan partici-
pants.

A recent study published in the American Journal of Man-
aged Care found some disturbing utilization patterns among 
users with specific chronic diseases. The three-year study 
looked at data for an employer that moved to full-replace-
ment HDHP/HSA in 2007 and compared utilization pat-
terns in five top therapeutic categories with a control group 
of another employer that offered traditional preferred pro-
vider organization plan offerings. The therapeutic categories 
studied included hypertension, cholesterol, diabetes, respira-
tory disease and depression. Researchers found there was a 
significant decrease in both utilization and adherence among 
the members of the CDHP population in four out of the five 
therapeutic categories examined.

The researchers concluded that a CDHP/HSA full re-
placement was associated with this reduced adherence and, 
if these behaviors were sustained, they could adversely im-
pact productivity and medical costs.

It is worth noting that the study used data from 2006 to 
2008 and since that time, there has been a significant influx 
of generic drugs to the marketplace, which eventually may 
lead to increased compliance rates as a result of the introduc-
tion of lesser cost of therapies in these classes.

In May 2013, Express Scripts, a leading pharmacy ben-
efits management firm, performed a study that looked at the 

T A B L E  I I

Anticipated Annual Changes in u.S. Drug Spending on Traditional Drugs

Therapy class 2013 2014 2015 Three-year total

Diabetes 8.9% 6.8% 6.7% 24.1%

Cholesterol 26.9% 24.0% 25.3% 215.4%

Hypertension 27.2% 25.9% 26.0% 217.9%

Respiratory disease 27.3% 20.8% 1.3% 25.4%

Depression 24.7% 28.7% 26.5% 218.6%

Source: Express Scripts, May 2013.
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long-range effect of the generic wave 
on some of these top drug categories 
(Table II). Express Scripts anticipates 
significant decreases in spending on 
four of the five categories and largely 
associates these reductions with gener-
ic availability in these classes. Although 
the Express Scripts study was not lim-
ited to consumer plans, it does provide 
directional insight to the impact that 
generics will have on these categories 
across time.

At face value, the results of the Ex-
press Scripts analysis may lead one to 
believe that this represents some good 
news to employers adopting CDHPs. 
However, another trend in prescrip-
tion drug costs may negate the ben-
efits of these forecasted cost reduc-
tions—the utilization and subsequent 
costs associated with specialty drugs. 
Specialty drugs refer to those thera-

pies, typically biological in nature, 
that treat some complex disease states 
and come in injectable forms with a 
high price tag to both consumers and 
payers.

Specialty drugs are the fastest rising 
cost component in prescription drug 
therapies and are often prescribed to 
treat diseases such as cancer, multiple 
sclerosis, rheumatoid arthritis and hu-
man immunodeficiency virus (HIV). 
Total spending associated with these 
drugs considers factors such as utiliza-
tion, unit cost and product mix, and 
spending is increasing rapidly. Patients 
with CDHPs who use drugs in these 
classes will likely hit their deductible, 
if not in the first month of treatment, 
then certainly within the first quarter 
of therapy. Therefore, it is reasonable 
to believe that adherence to these ther-
apies likely would be more prevalent 

among higher paid employees than 
lesser paid employees.

In the same May 2013 study, Ex-
press Scripts looked at the top catego-
ries among the specialty classes and 
illustrated spending forecasts for these 
drugs (Table III).

As the pipeline for new drugs to the 
market skews to more specialty prod-
ucts rather than traditional oral solid 
therapies, the threat of noncompliance 
due to cost becomes more concern-
ing. Employers are appropriately con-
cerned about subjecting employees to 
a large upfront plan deductible when 
they are purchasing high-cost special-
ty prescriptions. For employees who 
need to purchase specialty medica-
tions early in the plan year, when they 
may not have adequate HSA funds to 
support payment of those claims, this 
may present a real financial hardship. 

T A B L E  I I I

Spending Forecasts in Top Categories of Specialty Classes

Therapy class 2013 2014 2015 Three-year

Inflammatory 25.1% 17.2% 17.4% 72.2%

Multiple sclerosis 19.8% 18.5% 16.8% 65.6%

Cancer 21.3% 20.9% 21.0% 77.4%

HIV 9.2% 9.6% 9.4% 30.9%

Hepatitis C 33.0% 58.5% 168.4% 465.8%

Growth deficiency 6.2% 5.9% 6.5% 19.9%

Anticoagulant 20.3% 20.2% 0.0% 20.6%

Pulmonary hypertension 11.0% 11.1% 10.5% 214.2%

Respiratory conditions 24.8% 29.5% 27.9% 36.3%

Transplant 22.2% 1.0% 21.2% 22.4%

Overall specialty 17.8% 19.6% 18.4% 66.8%

Source: Express Scripts, May 2013.
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While this issue is troubling for employers that are con-
sidering the move to an HDHP/HSA model, there are po-
tential solutions to address this challenge, such as offering 
hardship programs to support employees with the cost of 
these specialty drug therapies.

Conclusion
CDHPs are no longer a fad—They are here to stay. With 

appropriate design and implementation, these programs can 
be very effective for both employers and their employees. 
Designs must consider both the impact of short-term cost 
shifting as well as the potential for avoidance of care that can 
lead to longer term employer costs (medical, disability and 
productivity). Solid design strategies need to be paired with 
(1) robust clinical and decision-support programs to ensure 
that employees are getting appropriate care and are able to 
find cost-effective treatment alternatives and (2) solid em-
ployee education campaigns to promote understanding of 
how the plans work and what resources are available to help 
members access affordable care.

As employers look to support plan participants enrolled 
in HDHP/HSA plan options or consider moving to full-re-
placement CDHPs, careful thought should be given to en-
gaging consultants and pharmacy benefit managers alike to 
explore what design and administration provisions may be 
leveraged to promote medication adherence.  
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