
Pharmacy Benefit Managers (PBMs) are increasingly 
under scrutiny as an area of controlled costs. Many states 
have conducted audits to examine PBM administration of 
pharmacy benefit plans, including state managed care and 
fee-for-service (FFS) Medicaid programs. Consider these 
recent examples: 

• Ohio Auditor of State found that PBMs charged 
the state $208 million in fees on generic Medicaid 
prescriptions, or 32% of the $663 million paid by 
managed care plans during a one-year period (April 
2017 – March 2018).1 

• Pennsylvania Auditor General reports that PBM 
profits up to $13 per prescription,2 and in 2017, 
Pennsylvania paid $2.86 billion to PBMs for Medicaid 
enrollees, an increase of 100% in just four years, up 
from $1.41 billion in 2013.3 

• Kentucky Department of Medicaid Services found 
that PBMs in the state profited $123 million in 
Medicaid prescription markups in 2018.4 

1 https://ohioauditor.gov/news/pressreleases/Details/5042
2 https://www.paauditor.gov/Media/Default/Reports/RPT_PBMs_FINAL.pdf
3 https://www.paauditor.gov/press-releases/auditor-general-depasquale-demands-increased-oversight-of-pharmacy-benefit-managers-that- 

impact-drug-prices
4 https://chfs.ky.gov/agencies/ohda/Documents1/CHFS_Medicaid_Pharmacy_Pricing.pdf

The worrisome practices of PBMs are not restricted to state 
Medicaid programs but affect all plan sponsors that utilize 
PBMs, including state government employee health plans, 
commercial health plans, self-insured employers, Medicare 
Part D plans, Workers’ Compensation, and many more. 
The lack of transparency, oversight, and accountability of 
PBMs has created an environment in which PBMs are able 
to engage in anticompetitive practices at the detriment 
of consumers. With increasing drug prices, health plans 
have imposed coinsurance and high copayments limiting 
beneficiary access to quality health care, increasing their 
risk of hospitalizations, emergency services and physicians’ 
visits. Urgent PBM oversight is ever more crucial to ensuring 
the health and welfare of beneficiaries.

We can help your state agency use data analytics to avoid overpayments to Pharmacy 
Benefit Managers, ensuring the health and welfare of beneficiaries. 

“Given…opaque drug pricing 
practices…additional transparency 
and oversight in this space is 
warranted.”

- U.S. Senate, Committee on Finance
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The PCG Solution
To stifle PBM overpayments, Public Consulting Group (PCG) has partnered 
with HealthPlan Data Solutions (HDS), the firm that conducted the analysis 
and identification of PBM overpayments in Ohio, to utilize data analytics to:

1. Analyze pharmacy-related data
2. Identify and investigate suspicious pharmacy claims 
3. Deliver the report to states and PBMs to negotiate disputed claims
4. Authorize payment on resolved claims or recover overpayments

Our solution can take a prospective or retrospective approach to PBM 
oversight depending on your needs. 

How We Work
With both prospective (prior to adjudication) and retrospective (after 
adjudication) pharmacy/PBM claims analysis, we will identify savings 
domains in at least the following categories: 

• Contract Adherence
• Market Competitiveness
• Processing Errors against Plan Design
• Treatment Protocols 
• Regulatory Compliance

Our experience with states and other payers shows that overpayment 
issues within these domains alone equate to more than a 5% error rate. 

Benefits

Clients have saved up to 22% in  
pharmacy-related costs,

22%

translating to a return of 16 times on 
the investment state agencies made to 

conduct PBM oversight.

16x

For example, with the support of our 
solution, annual drug expenditures for 

one state client reduced from $100M to a 
projected $60M over four years.

Prospective Approach
PBMs typically batch payments to pharmacies every 14 days and then invoice the Payer/State with a seven-day turnaround. 
This seven-day window allows us to utilize data analytics, identify erroneous claims for review, and withhold or authorize 
payments. With this oversight mechanism in place, the state is able to "bend the cost curve" upfront and prompt changes to 
PBM pricing practices prior to adjudication, ultimately driving down pharmacy-related costs to the plan. 

Retrospective Approach
With retrospective claims analysis, our solution follows a three-phased approach: 
• Phase 1 – Analyze paid pharmacy/PBM claims to identify erroneous and overpaid claims within the savings domains 

mentioned above.
• Phase 2 – Present quantifiable savings and cost avoidance analysis to client to determine whether or not Phase 3 is 

warranted and viable.
• Phase 3 – Conduct thorough claims review and recover improper overpayments.

The outcome of this approach is twofold: (1) states are able to recoup on improper payments while correcting PBM pricing 
behavior, and (2) states are able to measure and quantify the effect of enacted PBM legislation geared towards improving PBM 
pricing and billing practices. Being able to quantify the impact of such legislation not only sheds light onto PBM regulatory 
compliance or lack thereof, but also exposes if any further action is warranted to truly bring transparency to PBM practices.

To learn more about how PCG can help with 
PBM oversight in your state, contact us today.

(800) 210-6113 info@pcgus.com

www.publicconsultinggroup.com
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