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Benefits practitioners have grown accustomed 
to headlines addressing the escalating costs 
of prescription drugs. A recently released 

congressional report stated that the prices of com-
monly prescribed brand-name drugs have risen at 
a rate nearly ten times the annual rate of inflation 
over the past five years. 

The 2018 Employee Benefits Survey provides 
benchmarking data on the methods used to com-
bat these escalating costs, including cost-sharing 
initiatives, limits by drug type, drug access con-
trols, and purchasing and administration initia-
tives. Nearly all (97.6%) responding organizations 
to the survey offer prescription drug benefits, ei-
ther as part of their health plan (83.1%) or through 
a separate plan (14.5%).

Cost-Sharing Initiatives
Responding organizations use a number of 

cost-sharing initiatives to ease the burden of rap-
idly escalating costs. Tiered cost-sharing plans are 
common, offered by 92% of responding organiza-
tions. Three-tiered systems, offered by one-half 
(50%) of responding organizations, typically have 
one cost-sharing level for generic drugs, a higher 
level for preferred brand-name drugs and an even 
higher level for nonpreferred brand-name drugs. 
It’s common for survey respondents to have four 
(35.3%) or even five (6.7%) tiers for prescription 
drug cost sharing.

Coverage/Limits by Drug Type
Survey respondents also employ a diverse range 

of strategies to limit the use of certain drug types. 
More than seven in ten responding organizations 
(70.9%) use a drug formulary. A formulary is a list 
of medications covered by the plan and typically 
includes drugs that are considered the most effec-
tive and economical. One-half of respondents use 
step therapy (50%), which requires a beneficiary 

to use the most cost-effective treatment before 
proceeding to those that are more expensive or 
are riskier to use.

To reduce plan costs, two in five responding 
organizations (39.4%) promote the use of generic 
drugs via financial incentives. More than one in 
three plans (36.3%) take this concept a step fur-
ther and mandate the use of generic options. This 
practice is more common among multiemployer 
plan respondents. More than one in five respond-
ing organizations (20.9%) place specific limits on 
specialty and biotech drugs. Specialty drugs are 
high-cost medications that treat complex and rare 
medical conditions and include biotech drugs or 
biologics, which are produced using living organ-
isms such as yeast, bacteria or human cells. A 
similar percentage (20.5%) limit or do not cover 
lifestyle drugs, which are not considered medically 
necessary and target conditions such as obesity, 
infertility or cosmetic issues.

More than one in six (17.5%) responding orga-
nizations utilize preferential pricing agreements, 
which are negotiated directly with pharmacies or 
manufacturers. Smaller proportions cover select 
over-the-counter (OTC) drugs (13.4%) or use ref-
erence-based pricing (6.5%). In this scenario, the 
price or reimbursement level of a specific drug is 
set by drug group or class.

Drug Access Controls
Responding organizations employ a range of 

drug access controls to control plan costs. A large 
majority of respondents offer a mail-order drug 
service (85.3%) to reduce prescription drug costs, 
focusing particularly on long-term drug therapies. 
Less than half (47.8%) use prior authorization or 
utilization management and preferred provider 
networks (38.7%). In these arrangements, a pre-
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ferred provider accepts predetermined 
fees for covered products and services, 
and patients receive incentives, such as 
smaller deductibles and other cost-shar-
ing arrangements, to use them. About 
one in four responding organizations 
(23.5%) has a drug card program. Drug 
card programs provide participants with 
identification cards that entitle them 
to receive medications as covered pay-
ments through a participating pharma-
cy and are more common among multi-
employer plan respondents.

One in seven survey respondents 
(14.4%) has access to an on-site or 
near-site pharmacy, a benefit more 
common in larger organizations. Less 
often, respondents offer split or partial 
fill strategies (7.4%). This practice, in 
which prescriptions are filled on a split 
or partial basis to avoid waste and re-
duce costs, is more commonly utilized 
by multiemployer plans.

Purchasing/Administration 
Initiatives

Finally, organizations have vari-
ous prescription drug purchasing and 
administrative initiatives, including 
contracting with a pharmacy benefit 
manager (PBM) or participating in a 
collective purchasing group. About two 
in three respondents (65.2%) contract 
with a PBM. PBMs manage pharmacy 
benefits for a plan sponsor and develop 
drug formularies and drug utilization 
reviews to reduce plan costs. In addi-
tion, one in ten responding organiza-
tions (9.6%) is part of a collective pur-
chasing group. These groups use their 
collective power to obtain products at 
significant cost savings.

For more information on prescrip-
tion drug cost-containment strategies, 
see the Quick Look on page 12. 

Members and nonmembers may 
purchase and download the 2018 Em-
ployee Benefits Survey at www.ifebp.org 
/BenefitSurvey2018.

Employee  
Benefits Survey

2 0 1 8  R E S U L T S ][

Continued from page 8

Reproduced with permission from Benefits Magazine, Volume 55, No. 10, 
October 2018, pages 34-37, published by the International Foundation of 
Employee Benefit Plans (www.ifebp.org), Brookfield, Wis. All rights reserved. 
Statements or opinions expressed in this article are those of the author and do 
not necessarily represent the views or positions of the International Foundation, 
its officers, directors or staff. No further transmission or electronic distribution 
of this material is permitted. M A G A Z I N E

pdf/918




