
STUDY OF DRUG COVERAGE 
SYSTEM IN FORMULARY

BY - AYUSH KUMAR TIWARI

SUBMITTED TO - IIHMR UNIVERSITY, JAIPUR



INTRODUCTION

• US healthcare is the world’s most expensive healthcare.

• It gives coverage through Public and Private Healthcare 

sector.

• They both give coverage of drugs through Drug 

formulary.



PROBLEM STATEMENT

• AS US HEALTHCARE HAS MORE THAN 7000 HEALTH PLANS, IT’S NOT EASY FOR 

HEALTH INSURANCE PAYERS AND PHARMACEUTICAL COMPANIES TO GET 

INFORMATION OF INSTANT CHANGES ON DRUG FORMULARY EVERY MONTH 

AND GETTING COMPETITIVE ADVANTAGE FROM COMPETITORS.



OBJECTIVE

• TO STUDY DRUG COVERAGE SYSTEM IN FORMULARY.

SCOPE OF STUDY-

• THIS STUDY EXPLAINS ABOUT DRUG FORMULARY.

• TIER SYSTEM USED BY FORMULARIES

• RESTRICTIONS SYSTEM USED IN DRUG FORMULARY.   

• COST- SHARING SYSTEM IN US HEALTHCARE.

• TO UNDERSTAND FINGERTIP FORMULARY IN CONTEXT OF DRUG COVERAGE.



LITERATURE REVIEW

• (XIAN SHEN, PHD; BRUCE C. STUART, PHD; AUGUST 26, 2017) IN THEIR RESEARCH ARTICLE “IMPACT OF 

FORMULARY RESTRICTIONS ON MEDICATION USE AND COSTS”  IT DESCRIBES RESTRICTIONS HAVE 

SIGNIFICANT EFFECT ON DRUG COST. AS GENERIC WITH LESS QUANTITY LIMITS CAN ALSO HAVE MORE COST 

FOR MONTHLY USE.

• (THE US DEPARTMENT OF HEALTH & HUMAN SERVICES ; MAY 2018) IN THEIR REPORT  “AMERICAN PATIENTS 

FIRST, THE TRUMP ADMINISTRATION BLUEPRINT TO LOWER DRUG PRICES AND REDUCE OUT-OF-POCKET 

COSTS”, SUGGESTED FOUR CHALLENGES IN THE AMERICAN DRUG MARKET: HIGHER PRICES OF LISTED DRUGS , 

LACK OF NEGOTIATION TOOL DUE TO WHICH SENIORS AND GOVERNMENT PROGRAMS OVERPAYING FOR 

DRUGS, HIGH AND RISING OUT-OF-POCKET COSTS FOR CONSUMERS, FOREIGN GOVERNMENTS FREE-RIDING 

OF OF AMERICAN INVESTMENT IN INNOVATION UNDER PRESIDENT TRUMP .



METHODOLOGY

• SECONDARY RESEARCH

• STUDY TYPE - DESCRIPTIVE STUDY

• STUDY DURATION - 3 MONTHS (4 FEB TO 4 MAY)

• SOURCE OF SECONDARY DATA- LITERATURE REVIEWS , ARTICLES AND ONLINE WEBSITES



RESULT

• DRUG FORMULARY IS LISTED INFORMATION OF DRUGS COVERED UNDER A SPECIFIC HEALTH 

PLAN.

• THERE ARE 3 TYPES OF RESTRICTIONS-

• PRIOR AUTHORIZATION

• QUANTITY LIMITS

• STEP THERAPY



RESULT

• THERE ARE FOUR TYPES OF COST SHARING

• DEDUCTIBLES

• CO-PAYMENT

• CO-INSURANCE

• PREMIUMS



• FORMULARY CODING AND PROCEDURE-



CODING PROCEDURE

CODING OF FORMULARY REQUIRES –

• PREFERRED DRUG LIST OR DRUG FORMULARY.

• ANY OTHER SUPPLEMENT LIST (SP LIST, PA LIST, QL LIST,UPDATE DOC MEANS DRUG ADDITION 

AND DRUG DELETION DOC) ETC.

• SCRAPE OR AUTOMATIC DRUG EXTRACTION LIST. 



EXAMPLE

Tier 1, QL Tier 1, PA , QL , QL does not apply to all strenghts





CONCLUSION

• DRUG FORMULAY MAINLY INCLUDES BRANDS AND GENERICS DRUGS UNDER TIER SYSTEM. TIER 

IS DIRECTLY RELATED TO THE COPAY. LESSER TIER MEANS LESSER COPAY. PRIOR 

AUTHORIZATION, QUANTITY LIMITS, AND STEP THERAPY ARE RESTRICTIONS, NEEDED BEFORE 

PURCHASING DRUGS FOR SPECIFIC DRUGS MENTIONED IN FORMULARY.

• P & T COMMITTEE RESPONSIBLE FOR DESIGNING OF FORMULARY.

• FINGERTIP FORMULARY IS USED TO STORE ALL THE DATA OF TIER AND CO-PAY FOR 

CORRESPONDING DRUGS. IT PROVIDES INSTANT INFORMATION TO THE CLIENTS ABOUT 

DRUGS ADDITION, DELETION AND ANY RESTRICTION CHANGES IN FORMULARY. 



RECOMMENDATION

• SCRAPE(AUTOMATIC EXTRACTION SYSTEM) SHOULD BE MORE EFFICIENT AND CORRECT. 

BECAUSE IT PROVIDES WRONG DATA SOMETIME DUE TO WHICH CODING CAN BE WRONG 

FOR SOME DRUGS.

• TO SHOW INTERPRETATION OF CODING INSTEAD OF PUBLISHER SOFTWARE ,VIVA SHOULD BE 

USED AS IT DEMANDED BY CLIENTS ALSO.
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