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It’s important to note, however, that 

the dynamic nature of pharmacy man-

agement means plan sponsors must 

continuously recalibrate design, pricing 

and utilization levers to achieve their 

cost objectives. In particular, effectively 

managing utilization — promoting use 

of the right drugs, in the right amounts, 

at the right time, by the right people — 

is no easy task. To tackle it, a growing 

number of organizations are using 

clinical utilization management* strate-

gies. Targeting physician and member 

behavior, these programs infl uence 

plan members’ overall drug mix (use of 

generics versus brands, as well as opti-

mal dosages) by focusing on delivery of 

drugs that will achieve the targeted ther-

apeutic outcomes at the lowest cost. 

This article looks at three categories of 

clinical utilization management, com-

monly known as prospective, concurrent 

and retrospective interventions. These 

interventions take place at three points 

on a continuum — before a medication 

is prescribed, when a prescription is 

submitted at the pharmacy and after 

a claim is incurred. This piece also 

highlights the metrics employers can 

use to continually review their clinical 

utilization management strategies and 

improve performance. 

Prescription drug costs have grown at double-digit rates over the past two decades, 

representing roughly 20% of the total medical spend for active employees and close 

to 60% for retirees. Despite these challenging trends, employers can optimize their 

pharmacy bene� t spend by taking an integrated approach that balances the impacts 

of plan design, pricing and utilization management to achieve desired outcomes. 

Those outcomes include quality of care, which, as a key component of this process, 

can be addressed by targeting optimal trade-offs between quality and cost � i.e., the 

point at which additional cost does not produce incremental improvements in quality. 

*The industry often uses the terms “clinical programs” and “clinical utilization management” interchangeably. In this paper, we use “clinical utilization management” for consistency.
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PROSPECTIVE UTILIZATION 

INTERVENTIONS IMPACT DECISIONS 

BEFORE A DRUG TREATMENT 

IS SELECTED 

As employers well know, stepped-up 

advertising and pharmaceutical drug 

detailing often prompt a patient to 

request an expensive brand-name 

drug and a physician to prescribe it 

— even though a lower-priced generic 

equivalent would deliver the same clini-

cal outcome. Prospective utilization 

management uses tools — such as 

prior authorization and employee com-

munication campaigns — to infl uence 

members’ requests for certain drugs 

and doctors’ inclination to prescribe 

them (Exhibit 1). 

Formulary
The key behind these tools is their 

push-and-pull impact on the formulary, 

the list of FDA-approved prescription 

drugs covered by an employer’s benefi t 

program. Best practice formularies bal-

ance clinical effectiveness and fi nancial 

effi ciency without sacrifi cing safety 

considerations. Most often, best prac-

tice formularies include multiple drug 

options for treating specifi c diseases 

and medical conditions. 

Prior Authorization
Prior authorization requires a medical 

review (for cost, safety, quality, etc.) 

before making a coverage decision for 

targeted prescriptions. As part of this 

process, the physician contacts the 

PBM and provides relevant medical 

information and/or medication history 

to the PBM’s clinical staff. The PBM 

authorizes coverage if the prescribed 

medication and patient circumstances 

meet specifi c criteria defi ned by evi-

dence-based medicine, which combines 

physicians’ understanding of patients’ 

conditions with the medical commu-

nity’s best evidence of patient needs 

and clinical outcomes. For example, as 

part of the prior authorization process 

for human growth hormone (a targeted 

treatment), a physician must provide 

his/her rationale for prescribing it, along 

with supporting medical evidence, such 

as lab reports and radiological data. 

If the coverage criteria are not met, the 

physician may select another choice of 

medication and/or treatment. 

EXHIBIT 1
Prospective Utilization Management Interventions
Affect prescribing before members consult physicians

Tool Description
Member 
Disruption

Formulary Formularies are lists of drugs that are covered by the copay. Medium

Prior authorization Before authorizing payment for certain prescriptions, the 

PBM reviews the member’s condition and risk factors with 

the physician.

High

Communication To provide easy access to affordable medications and com-

pliance with evidence-based treatment guidelines, the PBM 

delivers messages through print materials, electronic media, 

and telephone messaging with physicians and members.

Low
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CONCURRENT UTILIZATION 

MANAGEMENT STRATEGIES IMPACT 

PHARMACY DECISIONS

Concurrent utilization management 

includes interventions that take place 

when a member presents a prescription 

to the pharmacist. In addition to safety 

edits aimed at preventing drug-drug 

interactions, the most common con-

current utilization management tools 

include step therapy, dose optimization 

and dose-over-time edits (Exhibit 2). 

In fact, people who have access to 

and use employer-provided health care 

resources and decision support tools — 

such as online health care information 

and care management programs — are 

signifi cantly more likely to exhibit good 

consumer behaviors than those who do 

not have or use such resources, accord-

ing to recent Towers Perrin research on 

the drivers of employee behavior. 

Communication Campaigns Aim to 
Infl uence Employees and Their Doctors
To counter manufacturers’ efforts to 

advertise and promote expensive, 

branded products, a growing number of 

employers are providing employees and 

physicians with tools and resources — 

such as newsletters, drug comparison 

Web sites and explanations of benefi ts 

— that highlight better-value alterna-

tives. Communications and support 

mechanisms such as these are very 

important in infl uencing member and 

physician behavior. 

EXHIBIT 2
Concurrent Utilization Management Edits
Auto-adjudication and electronic review before the claim is paid

Tool Description
Member 
Disruption

Step therapy Electronic search of incurred claims for prerequisite 

drugs or medical diagnosis before authorizing coverage 

of the prescribed drug

Medium

Dose optimization System-generated messages identifying medications 

that can be dosed less frequently than prescribed for 

the same effect

Medium

Dose over time System-generated messages identifying dosing and 

length of treatment that appear noncompliant with 

treatment guidelines

Medium
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payment is approved when there are 

existing claims for prerequisite drugs. 

If payment is not approved, the case 

is referred to the prescribing physi-

cian for additional information. 

Step Therapy
Step therapy is an electronic authoriza-

tion program that works to control the 

drug mix in stages, starting with the 

most affordable clinically effective drug 

used to treat the largest number of 

people. Here’s a quick snapshot of how 

step therapy works for drugs used to 

treat rheumatoid arthritis (Exhibit 3).

� Step 1 drugs, including generic forms 

of Tylenol®, Motrin® or Naproxsyn®, 

effectively treat most people. Payment 

is not interrupted during the adjudi-

cation process for this drug category. 

� Step 2 drugs, such as Celebrex®, are 

more expensive or associated with 

more side effects than their lower-

cost alternatives and are indicated for 

people who cannot be appropriately 

treated with Step 1 drugs. Payment 

is approved when there are existing 

claims for prerequisite drugs. If not, 

the case is referred to the prescribing 

physician for additional information 

about the need for a Step 2 therapy. 

� Step 3 drugs, such as Enbrel® or 

Humira®, are much more expensive 

and/or associated with more side 

effects than their lower-cost alterna-

tives, and are indicated for people 

who do not respond to Step 1 and/or 

Step 2 drugs. As with Step 2 drugs, 

STEP 1:
Generic forms of Tylenol®, Motrin® or Naproxsyn®

� Affordable, fewest side effects

� Treat most people

� Payment is automatically authorized

STEP 2:
Celebrex®, Methotrexate

STEP 3:
Enbrel®, Humira®

EXHIBIT 3
Example of Step Therapy
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Here are just a few examples of retro-

spective utilization management:

� review of patients taking six or more 

different medications

� review of patients using four or more 

physicians to write prescriptions for 

drugs that are in the same class, e.g., 

narcotic analgesics — typically used 

to identify abusers who are likely to 

use multiple prescribers

� review of patients taking drugs in 

categories known to have a high 

incidence of drug interactions (e.g., 

Warfarin®, a blood thinner).

to initiate therapy for treating pain, a 

doctor may prescribe a narcotic, such 

as Vicodin® or Tylenol® with codeine, at 

a relatively high dose, but may intend 

for the member to take a lower dose for 

ongoing maintenance. 

RETROSPECTIVE UTILIZATION 

MANAGEMENT HELPS MONITOR 

AND MEASURE RESULTS 

Retrospective utilization management 

reviews a population’s drug mix and 

patterns of drug use against evidence-

based standards to identify patients 

whose utilization profi le warrants fur-

ther review. This can target drug-drug 

interactions, duplicate therapy, multiple 

prescribers per member for the same 

drug class and potential users of 

multiple pharmacies for the same 

drug category. 

Dose Optimization
The goal of dose optimization is to 

save money by targeting medications 

that can be dosed less frequently than 

prescribed, yet achieve the same effect. 

For example, a prescription for Zocar® 

80mg dosed once per day would cost 

the employer’s plan signifi cantly less 

than a prescription for Zocar® 40mg 

dosed twice per day, yet may achieve 

the same effect. As part of the dose 

optimization process, system-generated 

messages are sent to the physician and 

pharmacist informing them of the most 

affordable medication dosage and fre-

quency to achieve the intended effect. 

Dose-Over-Time Edits 
Dose-over-time edits help stave off 

overmedication issues and save money.  

As part of this process, the PBM tracks 

the time a member receives specifi c 

medications at certain doses. This 

can determine if a member receives a 

higher dose of medication for a longer 

period than the physician originally 

intended, or for longer than its FDA-

approved time frame. For example, 
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LOOKING AHEAD

When it comes to addressing the 

problem of rising prescription drug 

costs, there are no magic bullets. In 

addition to measures aimed at pricing 

and plan design, clinical utilization 

management strategies can drive down 

costs by impacting both drug mix and 

utilization. The key for employers is to 

work closely with their PBM to ensure 

the “right” interventions are in place, 

continually measure performance and 

make any necessary changes along 

the way.
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program design and management, and 

in the areas of risk and capital manage-

ment, reinsurance intermediary services 

and actuarial consulting. 

Towers Perrin has offi ces and alliance 

partners in the world’s major markets. 

More information about Towers Perrin 

is available at www.towersperrin.com.

PERFORMANCE METRICS

In addition to the retrospective utiliza-

tion measures noted above, to identify 

trends and determine whether the 

overall clinical utilization management 

strategy is effective, performance is 

measured in several ways, as shown in 

Exhibit 4: 

� Generic dispensing rate — the per-

centage of generic drugs divided by 

the total number of claims 

� Patient adherence reports — to 

identify whether the population refi lls  

prescriptions within the expected 

time frame

� Controlled substance utilization 

reports — which provide insight 

into potential fraud or chemical 

dependency.

Consistent and ongoing measurement 

provides the information employers 

require to continuously refresh their 

pharmacy management program and 

deliver cost-effective, quality care to 

their employees.

EXHIBIT 4
Common Clinical Performance Metrics
Data aggregation, reporting and analysis

Tool Description
Member 
Disruption

Generic dispensing 

rates

Percentage of claims for generics relative to all 

claims in aggregate or sorted by medical condition 

and therapeutic chapters

Low

Patient adherence Percentage of prescriptions refi lled within the 

expected time frame

Low

Controlled substance 

utilization

Reports of frequent claims for narcotics or other 

controlled substances (from several pharmacies and 

prescribers) to the primary care doctor of record

Low
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