
3/16/2022

1

WHITE BAGGING –
IS THIS A STRATEGIC INITIATIVE FOR YOUR HOSPITAL?
JEROME WOHLEB, PHARMD, MBA

HOSPITAL/HEALTH-SYSTEM NETWORK CHAIR FOR NPA (NEBRASKA PHARMACY ASSOCIATION)

HFMA March 2022 Meeting

UNDERSTANDING THE  WHITE BAGGING TOPIC

Objectives Overview of White Bagging

Payer Interest

Summarize findings from Survey

Fiscal Impact

Policy Efforts
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WHITE BAGGING – BASIC DEFINITIONS

Key terms to understand:

1) White Bagging

2) Brown Bagging

3) Clear Bagging

4) Site of Service

DEFINITIONS FOR TYPE OF “BAGGING” 

• Distribution of patient-specific medication from a pharmacy, typically 
a specialty pharmacy, to the physician’s office, hospital or clinic for 
administration.White

• Dispensing of medication from a pharmacy (typically a specialty 
pharmacy) directly to the  patient, who then transports the 
medication(s) to the physician’s office for administrationBrown

• When a practice maintains its own specialty pharmacy that provides 
prescribe be medication directly to the clinicClear
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SECONDARY TOPIC -- SITE OF CARE

 This is a specific problem that has been initiated by several 
insurance carriers to encourage new contracting from 
existing hospital based services.  In particular, the insurance 
companies are looking for a less expensive option for the 
administration of specialty medications.

 This presentation is not going to address this topic today, 
but you also need to be aware this is another tactic by 
various insures to control or steer patients to non-hospital 
based clinics.

SPECIALTY PHARMACEUTICALS

 Patients and payers are burdened with the increasing pressure of costly specialty 
medication 

 Payers implement white bagging and brown bagging as cost reduction strategies 

 In both situations, the provider is only able to bill for administration and not capture 
any costs related to subsequent storage or monitoring services that help ensure 
quality care
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SURVEY SUMMARY 

 Patient access to specialty medications within a hospital-owned provider setting has 
long been facilitated through a buy-and-bill model. Under a buy-and-bill model, the 
hospital or provider would buy the medication and bill the payer for the product and 
its administration. This framework provides the needed safeguards for clinicians to 
more effectively coordinate care, ensure safety of the product and provide for 
optimal medication use, among other benefits. However, the growing trend of payer-
imposed white/brown bagging complicates delivery and dispensing, creates coverage 
and access barriers, and most importantly harms patient care.

https://www.vizientinc.com/-/media/documents/sitecorepublishingdocuments/public/noindex/whitebaggingreport.pdf, 
accessed Sept. 21, 2021. 

SURVEY RESULTS

Responses from GPO Membership Survey – 268

Representation was geographically distributed

 340-B – 78%

 Community – 50%

 Physician clinics – 45%

 Pediatrics – 41%

 Critical access – 25% 
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ISSUES IDENTIFIED:  WHITE AND BROWN BAGGING

92% of respondents experience patient care issues due to problems 
with medications

OPERATIONAL AND SAFETY ISSUES
Response Percent Count
Separate inventory management system 65 % 112

Delivery Location/Security disruptions 63 % 107

Lack of space to hold medication (I.e., refrigeration) 60% 102

Product not built-in computer order entry system 43 % 73

Barcode scanning (I.e., administration) 42 % 72

Product was non formulary 42 % 72

Product was not built in IV infusion pump library 35 % 59

Product not built in IV workflow system 31 % 53

Nursing/Staff not trained for administration 23 % 40

Other 22 % 37

Have not encountered any operational or safety issues 5 % 9
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SECONDARY ISSUES IDENTIFIED

 Additional personnel hired to manage white/brown bagging 

 23% yes (0.5 to 8 FTEs)

 Have you quantified the amount of pharmaceutical waste and cost associate with white bagging?

 No – 95 %

 Have you quantified the loss of revenue association with white bagging?

 No – 83%

 Do you have any established policy prohibiting white bagging?

 Yes and  follow consistently – 29 %

 Yes and partially enforced – 19 %

 Yes and not enforced – 1 %

 No policy – 52 %

PATIENT CARE IMPACT TO WHITE BAGGING
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COST OF UTILIZATION MANAGEMENT 
STRATEGIES 

Health Affairs 2021: 401206-1214

In total, economic burden is 415.5 B

COST OF UTILIZATION MANAGEMENT 
STRATEGIES  (ABSTRACT)

Health Affairs 2021: 401206-1214
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NATIONAL HEALTH EXPENDITURE PROJECTIONS 2019-28

PAYER ISSUES – SPECIALTY DRUG COSTS

 A National Drug Trend Prior to COVID-19, CMS was predicting drug spending to 
continue to account for approximately 10 percent of overall healthcare spending and 
to grow at a rate consistent with total healthcare costs. CMS has not issued updated 
projections since 2019. 

 Using the most recent projections, total health spending is projected to grow at an 
average rate of 5.4% per year between 2019 and 2028, totaling 6.2 trillion by 2028.

 For 2021-2023, Medicaid spending is projected to grow at an average annual 
rate of 5.7%.

Centers for Medicare and Medicaid Services Office of the Actuary, National Health Expenditure Projections, 2019 – 2028 – Forecast Summary

TRADITIONAL DRUGS 2020-2021: ------ 1% to 2%
SPECIALTY DRUGS 2020-2021: -----------12% to 16% 
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DRUG SPEND – WHAT IS AT STAKE

 Medicare covers prescription drugs provided during inpatient hospital and skilled 
nursing facility stays through Part A, retail prescription drugs through Part D, and 
drugs provided in physicians’ offices and hospital outpatient departments (HOPDs) 
through Part B.

 In 2017, Medicare financed about 27 percent of the nation’s drug spending estimated 
at $481 billion of which spending by Medicare Part D was $100 billion5 (21 percent) 
and Medicare FFS Part B was $24 billion (5 percent). 

This paper focuses on the drugs provided to Fee-forService (FFS) beneficiaries in the 
Medicare Part B program

MEDICARE PART B SPEND (EXPECT REIMBURSEMENT DECREASES)
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Part B drug spend only ($B)
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Part B total spend ($B)

Part B total spend (B)

Compare the rate of spend for Part B services (rate of increase is 3x for drugs v/s 2x for total)
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CLINICIAN-ADMINISTERED SERVICES

 An outpatient drug that cannot be 
reasonably self-administered by the 
patient to whom the drug is prescribed 
and is typically administered by a 
health care provider in a clinical setting

 Alternatively known as “physician-
administered drugs” or “provider-
administered drugs”

$0.0

$500.0

$1,000.0

$1,500.0

$2,000.0

$2,500.0

$3,000.0

$3,500.0

$4,000.0

Physician and Clinical Services Expenditures

Total Amount in Billions Out-of-Pocket Payments

Total Private Health Insurance

Medicare Medicaid

Other Health Insurance Programs2 Other Third Party Payers3

DISPROPORTIONATE DRUG SPEND 
(FOR SPECIALTY DRUGS)

 Moreover spending is concentrated 
on a few drugs: the top 10 drugs 
account for almost half of the total 
Medicare payment for Part B drugs 
and grew at about the same rate as 
all Part B drugs on a per enrollee 
basis
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TRADITIONAL DRUG PURCHASING PROCESS

 Hospital or clinic buys bulk drug from a wholesaler, then stores and prepares drugs for 
administration as needed

 Medical plan reimburses the provider for costs associated with both acquisition and 
administration of the drug

 Process is commonly known as “buy-and-bill”

DRUG DISTRIBUTION MODELS
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WHAT IS PAYER-MANDATED WHITE BAGGING

 Plan requires a third-party specialty 
pharmacy to purchase and dispense 
patient-specific clinician-administered 
drugs

 Specialty pharmacy ships drug to directly 
to the provider prior to administration

 Specialty pharmacy is reimbursed for drug 
cost and provider is reimbursed for 
administration

WHITE BAGGING: PAYER POLICIES

 Payers often implement white bagging policies mid-contract

 Payer position: since drugs are available from plan-designated pharmacy, it is ”not 
medically necessary“ for hospitals to purchase them directly

 Therefor, buy-and-bill reimbursement for non-acute therapies can be excluded

 Many plans also exclude reimbursement for any “non-preferred” specialty pharmacy

23

24



3/16/2022

13

UHC AND OPTUM

 2021

The company's full-year revenue grew more than $30 billion, or 11.8%, to $287.6 
billion year over year (YOY), with growth seen especially in the Optum and 
UnitedHealthcare businesses. Full-year earnings from operations were $24 billion, 
with Optum accounting for more than half of that total.

 2020

At the same time, Optum's full-year revenue hit $155.6 billion, up $19.3 billion 
(14.1%) from the prior year, while full-year operating earnings increased $1.9 billion, 
to $12 billion for the year.

ANTHEM

 Fortune 500 Magazine

The company’s 2020 revenue was just shy of $121 billion, a 17% increase over the 
previous year, assisted by a massive surge in Anthem’s Medicare Advantage business. 
The unit encompassing IngenioRx helped fuel a 9.3% year-over-year spike in first-
quarter 2021 sales and is one of the company’s main focus areas going forward
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SHOW ME THE MONEY --PBMS

 Between 2017 and 2019, pharmacy benefit managers' gross profit increased by 12 
percent despite PBM retention of manufacturer rebates decreasing during this period, 
according to a report released Dec. 2 by the PBM Accountability Project.

 The report showed that the PBM gross profit increased from $25 billion to $28 
billion between 2017 and 2019. It also showed that the sources of these profits changed 
significantly.

 During this time, gross profit from administrative fees paid by manufacturers for 
services provided by PBMs increased 51 percent, from $3.8 billion to $5.7 billion. 
Gross profit from PBM-owned mail-order and specialty pharmacies increased more 
than 13 percent, from $8.9 billion to $10.1 billion

PBMS' PROFITS ARE INCREASING WHILE THEIR 
REVENUE SOURCES REMAIN UNCLEAR
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PBMS DOMINATE THE SPECIALTY MARKET 

The PBM market is highly consolidated, with 

three main players—

accounting for 77% of the market in 2020.

 CVS Caremark, 

 OptumRx, and 

 Express Scripts

Market Share 
2010 - 2020

The insurers are the first (Anthem), third (UnitedHealthcare) and 
fourth (Cigna) largest by membership in the U.S. 

Understanding the Evolving Business Models and Revenue of Pharmacy 
Benefit Managers

NATIONAL HEALTH EXPENDITURE DATA 
(NHE FACT SHEET) 2020 – CMS.GOV

 NHE grew 9.7% to $4.1 trillion in 2020, or $12,530 per person, and accounted for 19.7% of Gross Domestic Product 
(GDP).

 Medicare spending grew 3.5% to $829.5 billion in 2020, or 20 percent of total NHE.

 Medicaid spending grew 9.2% to $671.2 billion in 2020, or 16 percent of total NHE.

 Private health insurance spending declined 1.2% to $1,151.4 billion in 2020, or 28 percent of total NHE.

 Out of pocket spending declined 3.7% to $388.6 billion in 2020, or 9 percent of total NHE.

 Federal government spending for health care grew 36.0% in 2020, significantly faster than the 5.9% growth in 2019. 
This faster growth was largely in response to the COVID-19 pandemic.

 Hospital expenditures grew 6.4% to $1,270.1 billion in 2020, slightly faster than the 6.3% growth in 2019.

 Physician and clinical services expenditures grew 5.4% to $809.5 billion in 2020, faster growth than the 4.2% in 2019.

 Prescription drug spending increased 3.0% to $348.4 billion in 2020, slower than the 4.3% growth in 2019.

 The largest shares of total health spending were sponsored by the federal government (36.3 percent) and the 
households (26.1 percent). The private business share of health spending accounted for 16.7 percent of total health 
care spending, state and local governments accounted for 14.3 percent, and other private revenues accounted for 6.5 
percent.
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SOMETHING TO WORRY ABOUT –
VERTICAL INTEGRATION

RURAL HOSPITAL FINANCIAL RISK AND COMMUNITY ESSENTIALITY
THE FOLLOWING MAPS DEPICT THE NUMBER & PERCENTAGE OF RURAL HOSPITALS AT HIGH RISK OF CLOSING 
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CRITICAL ACCESS HOSPITALS IN NEBRASKA

FISCAL IMPACTS FOR HOSPITALS

 White bagging removes the benefits from pharmacy revenue (or 340-B realized gains) 
in the outpatient settings.  

 It has been stated that 50% of the critical access hospitals would be negatively 
impacted without 340-B programs.

 White bagging targets all hospitals in the high-end market of specialty drugs with the 
goal to eliminate this revenue stream.

 Some non 340-B hospitals will also lose rebates from manufactures when replaced 
with white bagging options.
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 Pharmacy leaders from the following organizations have 
acknowledged the fiscal and safety risks here  in Nebraska

 Memorial Health Care Systems-Seward

 Phelps Memorial Health Center 

 Pender Community Hospital 

 Valley County Health System ($550K/yr.)

 Box Butte General Hospital 

 Jennie Melham Memorial Medical Center ($144K/yr)

 Henderson Health Care (around 40% of annual budget)

 Fillmore County Hospital (>$100K/yr.)

FISCAL IMPACTS FOR HOSPITALS

Additional members 
from the taskforce:

UNMC
CHI
Nebraska Methodist
Great Plains
Faith Regional
Beatrice Community
Bryan Health
and several others

KEY ELEMENTS OF EFFECTIVE WHITE 
BAGGING LEGISLATION

 Targeted specifically to clinician-administered drugs

 Patients and providers choose preferred method of drug distribution (buy-and-bill vs 
specialty pharmacy)

 If distributed via pharmacy, may utilize any qualified pharmacy

 Ban payer-mandated brown bagging and payer-mandated home infusion

 Prohibit site-of-service exclusions for in-network providers
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LEGISLATION BY STATE INVOLVEMENT

11 STATES INTRODUCED WHITE 
BAGGING LEGISLATION
4 STATES HAVE PASSED WHITE 
BAGGING BILLS TO-DATE

Louisiana & Arkansas: payers required to 
permit buy-and-bill
Virginia: any willing specialty pharmacy may 
dispense clinician-administered drugs
Indiana: BOP and stakeholder agencies 
report to governor on patient impacts of 
white bagging

ASHP 

2021 LEGISLATION (OTHER STATES)

 LA SB 191 (enacted; effective 06/01/21)

 AR HB 1907 (enacted; effective 01/01/22)

 VA HB 2219 (enacted; effective 07/01/21)

 TX HB 1586 (passed House, died in Senate)

 Additional bills introduced in IN, MA, NC, NY, TN
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PHARMACY TASKFORCE (LB943) 

Some of the taskforce members:

 Matt Guzallis (CHI-Lakeside), David 
Schmidt (CHI-Clinical), Debra Lee 
(Mary Lanning), Lori Murante (UNMC), 
Amy Pohlman (Faith Regional), Kris 
Shubert (Beatrice Community) Paula 
Danekas (Nebraska Methodist), Jason 
North (Great Plains), Rachel Forster, 
Jerome Wohleb (Bryan), Valerie 
Poppert (Fillmore County Hospital)

NEBRASKA ORGANIZATIONS SUPPORTING 
THIS LEGISLATION (NATIONALLY:  AHA,  ASHP)
 Marcia Mueting – NPA

 Jeremy Nordquist – Nebraska 
Medicine

 Jerome Wohleb –NPA Chair of 
Hospital/Health System Network

 Andy Hale – NHA

 Bob Hallstrom – NPA

 Carmen Chinchilla-Gutierrez –
Executive Director of Specialty 
Societies NMA 

 David Slattery – NHA

 Dexter Schrodt – NHA

 Jenny Minchow – NPA

 Joselyn Luedtke – Zulkoski -
Weber (NHA)

 Katie Zulkoski – Zulkoski-
Weber (NHA)

 Matt Schaefer – Miller Robak
(NMA)

 Michelle Weber – Zulkoski-
Weber (NHA)

 Mike Feagler - NHA
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LEGISLATION

 We need to improve the hospital odds against the insurance companies 
tactics!

 One example would be to write your senator today to support LB 
943.

 A sample letter is provided as part of this program today.

THANK YOU – QUESTIONS 
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FUTURE TOPIC –
MAXIMIZING THE PHARMACY ENTERPRISE IN YOUR ORGANIZATION

How do you control drug expenses?

How do you maximize revenues (margin)?

The short answer, you have to change the game to win!
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A NEW CARE DELIVERY MODEL IS NEEDED

$117 $116 $123 $130 $135 $142 $148

$521 $534
$564

$608
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Bryan Pharmacy Drug Expense Metrics
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