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(57) ABSTRACT 

A method is disclosed Whereby consumers enrolled in a 
prescription bene?t plan can obtain prescription medication 
ful?llment at any participating pharmacy of their choice, 
regardless of Whether the ful?llment is by a retail pharmacy 
or a mail order pharmacy, and Whether the quantity of 
medication prescribed is for administration over a short 
period (acute care) or a prolonged period (maintenance). The 
plan of this invention operates by having the plan manager 
substantially equalize the ?nancial e?fects of the discounts 
and services fees alloWed to participating pharmacies such 
that both retail and mail order pharmacies are compensated 
in a manner Which encourages them to accept all consumers 
and ?ll all prescriptions. Compensation is preferably 
adjusted periodically by the manager to retain pharmacy 
incentives. Consumers obtain choice of pharmacies, plan 
payers have pleased employees and members and pharma 
cies obtain income from the entire spectrum of consumers. 
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METHOD FOR PROVIDING CONSUMER CHOICE 
AND EQUALIZING PHARMACY PROVIDER 

AVAILABILITY IN PRESCRIPTION MEDICATION 
DISPENSING PLANS 

FIELD OF THE INVENTION 

[0001] The present invention relates generally to the ?eld 
of ?lling prescriptions for consumers. More particularly it 
relates to prescription payment bene?ts made available by 
health plans, employer groups, governmental entities and 
other organizations to their employees and/or members. 

BACKGROUND OF THE INVENTION 

[0002] Many employees and members (“consumers”) of 
health maintenance organizations, employer groups and 
government entities have their purchases of personal pre 
scription medications subsidized by payments to pharmacies 
through prescription bene?t plans (“plans”) offered by those 
health maintenance organizations, employer groups and 
government entities. Under such plans, a consumer receives 
a prescription for a medication from his or her physician and 
submits it to a pharmacy to be ?lled. The pharmacy checks 
to see that the consumer is a member of a plan With Which 
the pharmacy has a contract and that the medication and 
dosage prescribed are Within the approved scope of the plan 
contract. Upon veri?cation of these requirements, the phar 
macy dispenses the medication to the consumer. The con 
sumer pays the pharmacy a “copay” amount, less than the 
normal cost of the medication. The pharmacy receives the 
balance of the payment for the medication and its dispensing 
services from the prescription bene?t plan, Which is man 
aged by a “prescription bene?t manager” (“PBM”) With 
Whom the health maintenance organization, employer group 
or government entity (“payer”) has contracted to manage the 
plan. The PBM invoices the payer (i.e., the PBM’s cus 
tomer) for the consumer’s transaction, along With a charge 
for its contracted fee, and from the funds paid by the payer 
the PBM pays the pharmacy’s balance due. 

[0003] Medication usage is commonly differentiated 
betWeen acute care usage, Which is short term (30 days or 
less) administration to treat immediate illnesses or condi 
tions, and maintenance usage, Which is long term (more than 
30 days) treatment of chronic illnesses or conditions such as 
hypertension, high cholesterol levels, arthritis, neurology 
conditions and the like. Maintenance medication dispensing 
and usage represents a major health care cost (on the order 
of 75% of prescription costs for many plans, especially due 
to the aging of the American population) and therefore 
control of maintenance prescription costs is a principal 
function of the prescription bene?t plans. Dispensing phar 
macies are normally of tWo types: retail pharmacies (Which 
are local neighborhood businesses Where the consumer 
appears in person, can meet With a pharmacist, orders his/her 
medication and can usually leaves a feW minutes later With 
the dispensed medication in hand) and mail order pharma 
cies (Which are large facilities, usually not open to individual 
consumers’ personal visits, but from Which a consumer’s 
medication order received by mail or through the Internet is 
subsequently ?lled and dispensed to the consumer via mail 
or courier service). It is normally recognized by the industry 
that acute care prescriptions are dispensed primarily by retail 
pharmacies, since the consumer frequently needs the medi 
cation immediately and cannot accept the multi-day delay 
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inherent in submitting and dispensing prescription medica 
tions from the mail order pharmacies. 

[0004] On the other hand, PBMs and bene?t consultants 
commonly strongly urge or even mandate that consumers in 
the plans that they administer obtain their maintenance 
medications from mail order pharmacies. It is a Widely held 
belief that mail order pharmacies may have loWer operating 
costs and may offer greater discounts available on medica 
tion coverage. To the extent that such is the case, use of mail 
order pharmacies may be a desirable cost control strategy if 
other contractual terms remain equalized. HoWever, several 
factors can complicate the analysis of use of mail order 
pharmacies versus use of retail pharmacies especially for 
dispensing of maintenance medications. For instance, some 
PBMs oWn mail order pharmacies, and therefore it is to their 
?nancial bene?t to steer the consumers in their plans to their 
captive pharmacies Whether or not that is in the best interest 
of the consumers. Further, to the extent that business is 
diverted unreasonably from retail pharmacies to mail order 
pharmacies, the former are deprived of income. Since the 
retail pharmacies are commonly localized businesses (in 
contrast to mail order pharmacies), their ability to survive to 
provide the local retail service is impaired. This is true even 
When a local pharmacy is part of a larger chain pharmacy 
organization, since decline in income of a local site could 
lead the chain to close that local site, notWithstanding that 
other locations of the chain’s pharmacies remain in business. 
Further, there are many variables in the pricing of medica 
tions and the costs involved in inventories, dispensing 
equipment, transportation of medications to the pharmacy 
and later to the consumer and staf?ng, that have been shoWn 
to affect Whether mail order does or does not have a ?nancial 
advantage over retail in the dispensing of medications. All 
that can be said is that, properly managed, both types can be 
?nancially and commercially viable. 

[0005] Further, and very signi?cantly, there is a question 
of availability of choice for the consumer, since in many 
cases a consumer Would like to have the option of dealing 
either With his/her local pharmacy or a mail order pharmacy. 
Numerous studies have established that for many prescrip 
tion consumers, direct contact With a pharmacist is very 
important. Professional pharmacists are held in very high 
regard by consumers and their advice is eagerly sought. 
Most consumers are not knowledgeable about medications 
and a prescribing physician’s schedule may not provide 
suf?cient time for a consumer to be able to get What he or 
she believes to be suf?cient information from the prescribing 
physician about all aspects of concern about a prescribed 
medication. Consumers Want to be able to speak directly to 
their pharmacists for more information about their medica 
tions and receive detailed ansWers to their questions and 
concerns, especially When a maintenance medication Which 
Will be taken by the consumer over a prolonged period is 
involved. It is Well knoWn that the prospects for a consum 
er’s (patient’s) successful implementation of a medication 
regimen are greatly enhanced When the consumer/patient 
understands and is comfortable With the medication pre 
scribed. Such direct and personal contact With a pharmacist 
is frequently dif?cult for a consumer to obtain from a mail 
order pharmacy, and even When available Will almost cer 
tainly not involve a pharmacist Who is “local” to the con 
sumer and his/her community. 
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[0006] Conventionally brand name prescriptions are 
priced by starting With a nationally published “average 
Wholesale price” (AWP) and discounting this ?gure. A 
dispensing fee is then added to this number. A mail order or 
retail 90 day prescription is priced the same Way With the 
exception that the mail order discounts are greater and there 
may or may not be a dispensing fee. On the other hand, in 
the prior art systems generic drug claims usually employ an 
additional variant for pricing. This is a concept knoWn as 
“maximum alloWable cost” (MAC) pricing. MAC is the 
concept of paying a set price for a product on a per unit basis. 
Since multiple manufacturers may produce the same generic 
drug and dosage, the MAC price is applied regardless of the 
manufacturer or that particular manufacturer’s AWP. In the 
prior art plans, it is common that 30-day prescriptions are 
paid at the loWer of a) AWP minus a discount plus a 
dispensing fee or b) MAC plus a dispensing fee, While 
90-day prescriptions are paid solely at AWP minus a dis 
count. In the common situation Where mail order pharmacies 
do not ?ll 30-day prescriptions and many 90-day prescrip 
tion consumers are routed by PBMs solely to mail order 
pharmacies, the system becomes biased, in that the con 
sumer and payer may actually pay more for one 90-day 
prescription compared to the dispensing of three 30-day 
prescription for a particular medication dispensed. This 
leads to consumer and payer dissatisfaction. The payer has 
an expectation of budgeting for a set discount for 90 day 
prescriptions since is the traditional 90 day method for 
reimbursement. When a loWer of MAC or AWP model is 
used a payer can not guarantee an overall generic perfor 
mance. The pharmacy has an expectation to be reimbursed 
a set amount for dispensing the 90 day prescription. When 
a loWer of MAC or AWP model is used the pharmacy can not 
be sure of its reimbursement. 

[0007] Prescription care plans function by assigning a 
“processor control number” (PCN) to each consumer pre 
scription claim. Since at present retail pharmacies typically 
dispense prescriptions in short-term (30-day or less) quan 
tities and mail-order pharmacies dispense prescriptions in 
long-term (usually in either 60-day or 90-day) quantities, 
this means that a PBM is typically required to set up multiple 
PCN’s for acute versus maintenance drug bene?t designs, 
although each retail or mail order pharmacy is accustomed 
to identifying a single PCN to a consumer prescription claim 
for a speci?c payer’s plan. As noted, consumers and payers 
Want to be able to choose Where they get prescriptions ?lled. 
HoWever, When a pharmacy undertakes to dispense both 
short-term and long-term quantities, the pharmacist or phar 
macy staff must noW in effect choose betWeen tWo PCNs for 
the same payer. Since the consumer only presents one 
identi?cation card, this process can cause confusion at the 
pharmacy. This is counter productive to traditional Work 
How. It can cause confusion and delays at the point of sale 
transaction that impact both the consumer and the pharmacy. 
It may also reduce the number of 90-day supply prescrip 
tions that are ?lled at the retail level Which impacts the cost 
structure for the payer. 

[0008] It is not the intention of the present invention to 
determine any conclusion as to the relative merits of mail 
order pharmacies versus retail pharmacies. Rather it is the 
intention of the present invention to meet the long-felt and 
Widely expressed desire by consumers, payers and pharma 
cists to make both equally ?nancially available under a 
prescription bene?t plan such that consumers can have a 
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legitimate choice as to Where and hoW they obtain their 
prescription medications, the payers Will have a legitimate 
choice about hoW their contract plans Will be structured, and 
pharmacists in both types of pharmacies can practice their 
profession successfully. 

SUMMARY OF THE INVENTION 

[0009] For simplicity in the discussion beloW the inven 
tion Will be described by division of prescription quantity 
ful?llments into tWo categories: a) “short term”, “acute care” 
or “30-day” quantities, all of these terms being considered 
synonymous, and b) “long-term”, “maintenance” or “90 
day” quantities, all of these terms also being considered 
synonymous. Further, the terms “quantity”, “quantity of 
dosage units” and “days supply” are also considered to be 
synonymous as applied to the number of medication pills, 
tablets, capsules, etc., or amount of medication liquid dis 
pensed to the consumer upon ful?llment of the prescription 
request. It Will be understood, hoWever, that these terms are 
so used for brevity and convenience, and that regardless of 
the choice of terminology the method of the present inven 
tion is equally applicable to management of all prescription 
ful?llment and dispensing of medications in any dosages or 
quantities. Similarly, the particular total days’ supply of a 
dispensing prescription, Whether the exemplary and com 
monly used 30- and 90-day quantities, or 14-, 60-, l00-day 
or any other quantities, is to be understood to be Within the 
scope of the invention. Those skilled in the art Will be readily 
able to calculate and apply the appropriate discount and 
other payments for any desired dispensed quantity or medi 
cation. 

[0010] The present invention provides an innovative phar 
macy-based program that alloWs employees/plan members 
Who take long term maintenance medications to have a 
choice betWeen obtaining such medications from a mail 
order pharmacy or a local retail pharmacy outlet, by effec 
tively balancing plan reimbursement and discount payments 
such that both types of pharmacies are compensated essen 
tially equally, While taking into consideration the relative 
operational strengths and Weaknesses of each type. The 
consumer thus is pleased, by having a choice of pharmacies 
based on his/her oWn perceptions of the merits of each and 
particularly in not being deprived of such choice because of 
?nancial biases in the plan’s provisions. The payer also is 
pleased, since the plan members are content and the plan 
costs are economically reasonable. The pharmacy industry 
as a Whole also bene?ts, since undue biases toWard mail 
order are avoided, retail pharmacies can effective participate 
in the overall dispensing of all medications and each part of 
the industry is able to compete on the basis of its merits of 
its customer service and value. 

[0011] In its basic embodiments, the plan operates by 
having the PBM set a target cost for medications and 
dispensing services Which it Will pay according to contracts 
it enters into With the pharmacies, and similarly having 
contracts With its customers (the payers) as to the target costs 
and it management fees that it Will charge the customers 
under the plan. A key component of this invention is that 
reimbursement rates are set that bene?t the pharmacy, the 
payer and the consumer. The pharmacy target costs are based 
on a combination of industry-accepted medication cost 
schedules and negotiated discounts, calculated such that the 
payments to the pharmacies Will all be substantially equal 
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for a given consumer’s medication, dosage and quantity 
prescription, taking into account the different operating 
characteristics and costs of retail pharmacies versus mail 
order pharmacies in terms of factors such as consumer 
contact and education, economies of scale in inventorying, 
staf?ng requirements and the like. 

[0012] In many of its embodiments the plan of the inven 
tion includes a method to ensure that the payer, the phar 
macy and the consumer are not disadvantaged. We have 
called this method the “true-up” feature. A loWer of AWP or 
MAC price model is applied. At the conclusion of a set 
period of time the reimbursement performance is measured 
and compared to a guaranteed value. If the value is above or 
beloW the targeted discount, the AWP or MAC prices are 
adjusted (“trued up”) to compensate moving forWard for the 
next set time period. These small adjustments are made 
every set time period to ensure performance balances to an 
overall guaranteed value. In this manner the payer bene?ts 
from the MAC pricing on individual generic products and 
bene?ts from assurances that the overall guaranteed perfor 
mance is maintained, the pharmacy bene?ts by the assurance 
that it Will be paid at an overall guaranteed discount per 
formance number and the consumer bene?ts by paying a 
co-payment that is re?ective of the loWer of MAC or AWP 
and thus is not disadvantaged by electing the one time 
90-day ?ll as opposed to having the same prescription ?lled 
three separate times for a 30-day supply. 

[0013] An additional aspect of the current invention is its 
ability to simplify prescription ordering procedures for the 
pharmacies. When a pharmacy sends a prescription to a 
PBM for processing, they utiliZe a computer system and 
transmit on-line a request of payment to the PBM. This is 
called an on-line adjudicated claim. A pharmacy communi 
cates to the PBM by sending an on-line adjudication claim 
to What is knoWn in the industry as a “sWitch” company. 
There are tWo sets of numbers that are important to this 
transaction. The ?rst is What is knoWn as the “business 
identi?cation number” (BIN). The BIN identi?es the PBM 
that is processing the claim. The sWitch company recogniZes 
this BIN and routes the claim to the appropriate PBM for 
processing. The second number is knoWn as the PCN, 
described above. Once a claim has been routed to the 
appropriate PBM, the PCN directs the claim to the appro 
priate plan or payer Within the PBM for processing. The 
adjudicated claim contains important information such as 
patient identi?cation, drug and dosage, and days supply for 
Which the medication is intended to be dispensed. The 
pharmacy enters this information and then transmits the 
claim electronically. Once routed to the PBM, the PBM 
revieWs the claim and determines if the patient is eligible, if 
the drug is approved for dispensing, What portion the patient 
should pay as a co-payment, and at What rate should the 
pharmacy be reimbursed. In addition the PBM veri?es that 
the days supply is an approved bene?t for the member. As 
noted in the Background, since the consumer only presents 
one identi?cation card, availability of different quantities 
and design bene?ts for the same medication With different 
PCNs can cause confusion at the pharmacy. The pharmacy 
staff member must decide Whether to submit to the appro 
priate BIN the PCN for the 30 day bene?t or the PCN for the 
90 day bene?t. If the incorrect PCN is used, the PBM Will 
reject the claim until the PCN error can be corrected, thus 
delaying ?lling of the prescription for the consumer. 
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[0014] The current invention eliminates the need for mul 
tiple PCNs for the same medication for a given payer. Under 
the present plan each medication for a given payer has only 
a single PCN regardless of the quantity (number of days’ 
supply). The pharmacist need only provide the basic data of 
medication identi?cation, dosage and quantity along With 
the single PCN for that medication and the BIN for that 
payer plan. Through editing procedures internal to the PBM 
itself, the PBM can revieW the claim and based on the days 
supply provided by the pharmacist, correctly apply the 
bene?t structure for the member and the appropriate reim 
bursement to the pharmacy. This unique editing feature 
enables a pharmacy to have to select and submit only a 
single PCN for the consumer’s medication for revieW. This 
process saves time and confusion for the consumer and the 
pharmacy and ensures a greater utiliZation of the 90 day 
bene?t Which saves the payer. This applies not only to retail 
pharmacies, Which may have a only small staff to handle 
such administrative matters and thus appreciate the simpli 
?cation of their tasks, but also large mail order pharmacies, 
since elimination of the need to select among multiple PCNs 
for many prescriptions may alloW staff to be reduced or 
some staff members to be reassigned to other tasks. 

[0015] The foregoing, together With other features and 
advantages of the present invention, Will become more 
apparent When referring to the folloWing speci?cation, 
claims and accompanying draWings. 

BRIEF DESCRIPTION OF THE DRAWINGS 

[0016] The present invention Will be better understood 
from the folloWing detailed description of an exemplary 
embodiment of the invention, taken in conjunction With the 
accompanying draWings in Which like reference numerals 
refer to like parts and in Which: 

[0017] FIG. 1 is a process How diagram shoWing the 
typical routing of a prescription approval and reimbursement 
request in many of the current prior art plan systems 
currently in the marketplace. 

[0018] FIG. 2 is a process How diagram shoWing the 
typical routing of a prescription approval and reimbursement 
request in the method of this invention. 

DETAILED DESCRIPTION OF THE 
INVENTION 

[0019] When a consumer receives a prescription for medi 
cation from a physician, the consumer either goes to a retail 
pharmacy or utiliZes mail order to have the prescription 
?lled. If utiliZing a retail pharmacy, the consumer Walks into 
the pharmacy and presents the prescription to a pharmacist 
or pharmacy staff member. The pharmacy enters the pre 
scription into a computer, Which sends the information to a 
telecommunications sWitch, or routing, company. Next, the 
sWitch company sends the information to the correct PBM 
With Which the pharmacy has contracted for the type of 
prescription. The PBM determines the bene?ts the consumer 
is eligible for, i.e., Whether the prescription is eligible for 
ful?llment based on the terms of the payer plan that the 
consumer is under. The PBM reports back through the 
sWitch company to con?rm the amount of medication the 
consumer is eligible for, copay amount if required, and 
certain safety messaging if appropriate. In most cases a 
prescription is approved and ?lled Without question or delay, 
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since the consumer’s prescription meets all of the applicable 
requirements of the plan that the consumer is under. There 
are, however, a number of common reasons Why a prescrip 
tion may not be approved for ful?llment, Which must be 
reported back to the pharmacy so that the consumer can, if 
possible, make the necessary corrections or obtain further 
physician input to alloW resubmission of the prescription. 

[0020] The present invention provides a system and 
method for a consumer to go to either a retail pharmacy or 
a mail order pharmacy and have a prescription approved and 
?lled, Whether the prescription medication quantity is 
intended for 30 days or 90 days or any other prescribed time 
period. Additionally, the retail pharmacy only has to adju 
dicate the claim to a PBM under a single PCN to obtain a 
determination of eligibility and of the reimbursement rate. 
The pharmacist no longer has to determine Which of mul 
tiple PCNs is correct for a particular plan (BIN) in order to 
get a prescription request adjudicated by the PBM. Further, 
since the plan of this invention essentially puts all pharma 
cies on equivalent ?nancial footing, a consumer can exercise 
his or her choice in selecting Which pharmacy to patroniZe. 

[0021] FIG. 1 outlines the course of a prescription request 
under many of the prior art commercial plans currently in the 
marketplace. A consumer 2 at 3 brings a prescription from 
a physician to a pharmacy 4. The prescription identi?es the 
medication to be dispensed, the dosage of each tablet or 
other dose unit, and the quantity of dose units to be dis 
pensed. For the purposes of the discussion beloW, a short 
term (acute care) dose unit quantity Will be considered to be 
a 30-day quantity and a long-term (maintenance) dose unit 
quantity Will be considered to be a 90-day quantity. The 
prescription may also indicate Whether a brand name medi 
cation is required or a generic equivalent may be substituted. 
The pharmacist or pharmacy stalf member selects What 
he/ she believes to be the appropriate PCN for the consum 
er’s plan based on the plan BIN at 6 and sends the request 
by computer to the sWitch (routing) company 8, Which, 
based on the BIN and PCN provided by the pharmacist, 
routes the request to the designated PBM 10 or 10'. The 
recipient PBM 10 or 10' revieWs the request at 12, and if all 
is in order in the request information and the prescription 
meets the plan’s formulary and eligibility criteria, the PBM 
at 14 so noti?es the pharmacy 4 and the pharmacy 4 ?lls at 
16 ?lls the consumer 2’s prescription. 

[0022] Such prior art systems may have numerous inher 
ent or deliberate problem areas or biases. One as noted is the 
requirement that the pharmacy 4 must determine the correct 
PCN for the consumer’s plan. An incorrect PCN designation 
Will result in disapproval of the request and return to the 
pharmacy for correction at 18. Further, under many of the 
current plans, especially those in Which the PBM oWns a 
“captive” mail order pharmacy and a maintenance medica 
tion is involved, the consumer 2 may be required or at least 
strongly urged ?nancially to select as the pharmacy 4 only 
the PBMs captive mail order pharmacy, such that the con 
sumer’s potential choice of What pharmacy to patroniZe is 
curtailed or eliminated right at the entry 3 into the system. 
(Such ?nancial biasing may be done either by mandating use 
of a speci?c pharmacy 4 or by increasing a consumer’s 
required copay or reducing the discount available to the 
consumer if other than the captive pharmacy is used by the 
consumer.) Such prior art systems are also often very 
dif?cult for PBMs to monitor for optimum performance 
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because important decisions (such as selection of the PCN) 
are made at different points in the system by different people 
Who may have greater or lesser understandings of the 
operation of the system. 

[0023] The method of the present invention is outlined in 
FIG. 2, and Will immediately be seen to be much simpler, 
more direct for both the consumer and pharmacy, and free of 
biases that Would restrict a consumer’s choice of pharmacy. 
It Will also be seen that it is much easier to monitor for 
performance, since at each point the persons involved make 
decisions only as to those factors Which are clearly Within 
their areas of expertise. In the present system, consumer 
(noW designated 32) at 33 takes his/her prescription to any 
pharmacy 34 of his or her choice. Since under the present 
plan all pharmacies are Will be compensated on a substan 
tially equivalent basis for ?ling this consumer’s particular 
prescription, there is no element of bias on the part of the 
pharmacy or the PBM of the consumer’s plan for or against 
any type of pharmacy. At the pharmacy 34 the pharmacist or 
pharmacy stalf member needs only to select a single PCNi 
the PCN assigned to the medication itselfiat 36 and send 
that PCN, along With the dosage and quantity data, at 37 to 
the sWitch company 38 Who in turn routes it to the single 
PBM 40 Who handles all requests for that medication. The 
PBM internally analyZes the request at 42. Knowing the 
medication itself from the single PCN, the PBM can then 
assess Whether the do sage and quantity prescribed are Within 
the limits of the plan’s formulary, and Whether ?ling of the 
prescription is timely based on the consumer’s past prescrip 
tion ful?llment history. The PBM may also assess Whether 
dispensing of this prescribed medication is appropriate in 
vieW of other medications knoWn by the PBM to have been 
prescribed previously to the consumer. Whether or not the 
PBM’s internal analysis procedures involve assignment of 
further PCNs, subdivisions thereof, or other procedures in 
strictly for the PBM to decide, and does not a?cect the 
operation of this invention. Importantly, it does not a?cect the 
consumer or the pharmacy and does not impose any burdens 
on them, in contrast to the case With the prior art systems. 
Once the PBM completes its assessment of the prescription 
request, it communicates approval or disapproval (With 
reasons) back to the pharmacy 34 either directly or through 
the sWitching company. 

[0024] The present plan system functions by use by the 
PBM of contracted discounts and ful?llment service charges 
betWeen the PBM and the various pharmacies Who Wish to 
participate in the plan. The function is best understood by 
reference to the Table beloW, in Which an exemplary set of 
discounts, copays and ful?llment fees are presented. It Will 
be understood that the values shoWn are exemplary only, and 
that discounts, copays and fees can and do vary Widely 
depending on the contractual terms consented to by the 
parties to the various agreements. Commonly there may be 
different terms Within a plan for different medication groups 
or even for different individual medications. Different phar 
macies or pharmacy chains may also have different contrac 
tual ?nancial terms With the same PBM, notWithstanding 
that all use the plan concept of the present invention. 

[0025] In the Table that folloWs, the present invention is 
shoWn in the column at the far right With the current (prior 
art) retail pharmacy and mail order pharmacy plans being 
shoWn in the third and fourth columns from the left. Copays 
charges to consumers are in the second column, and the 
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Table differentiates between the reimbursement for brand 
name drugs and generic drugs, Which re?ects the standard 
industry practice. “AWP” means “average Wholesale price” 
of a medication or medication group, Whether brand name or 

generic, usually available from a single or limited number of 
producers, and is commonly a price determined on a national 
basis independently of the PBM, pharmacy or plan con 
tracts. “MAC” means “maximum alloWable cost” of a 
generic medication, Which usually is calculated from con 
sideration of marketplace prices for the medication from 
different producers. Such pricing data are commercially and 
publicly available from various sources. The data in the 
Table are generally presented as a total cost per dispensed 
dosage quantity, and are in the format of a “list price” such 
as AWP or MAC folloWed by the discount from that price 
that the PBM and the pharmacy have agreed to (e.g., 
“—15%”) and by the ful?llment fee per transaction Which the 
PBM Will pay to the pharmacy. It is not uncommon for there 
to be no ful?llment fee (“+$0”) especially in transactions 
involving generic drugs. 
[0026] [Table on next page, folloWed by continuation of 
text on succeeding page] 

TABLE 1 
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compete for ful?llment of both long-term and short-term 
prescriptions, but equalizing the reimbursements available 
under the plan. The plan, unlike the prior art plans, does not 
bias consumers toWard the mail order pharmacies, Which 
many PBMs have assumed must have larger economies of 
scale, staf?ng and other ?nancial factors as compared to the 
retail pharmacies. Such assumptions may not alWays be 
correct, according to some studies, but the relative merits of 
the tWo types of pharmacies is not a factor in the present 
invention, Which instead is focused on giving the consumer 
the ability to make his or her of evaluation and selection of 
Which type of patroniZe. It Will be seen from the Table that 
a PBM using the present plan Will target a reimbursement 
rate generally comparable to the rate accorded to mail 
ordered pharmacies in the past, but does so in a manner 
Which re?ects and utiliZed rate structures equally available 
to both types of pharmacies. This use of different criteria to 
achieve a similar rate level represents a completely novel 
and advantageous element of the present invention. Thus 
rather than rigidly applying a single measurement based 
solely on AWP, as the prior art plans did, the present plan 
uses a blend of AWP and MAC criteria, and adjusts these as 

Discount and Payment Comparisons 

Retail Pharmacy — 

Medication 
Mail Order Pharmacy 

This Invention Consumer Copay 90 day quantity 90 day quantity 

Brand Name Drugs 20%, 30% AWP — 15% + $2 AWP — 20% + $0 AWP — 20% + $0 

(+1*2.5 copays) 
Target is alWays 
AWP — 50% + $0 

(3 copays) (1*2.5 copays) 
Generic Drugs 0%, 10%, LoWer of: AWP — 50% + $0 

A) AWP — 15% +2 (1*2.5 copays) 
B) MAC + $2 
(3 copays) 

(With copays) 
Which is obtained 
by using 
AWP — 25% + $0 

and MAC + $0 
in combination 

Comments: Cannot usually Usually does not Puts retail and mail 
compete on accept short-term order pharmacies on 
long-term prescription prescriptions equivalent basis for 
pricing and discounts all drugs from 

consumers’ and 
payers’ perspective 

[0027] It Will be seen from the Table that a major effect of 
the claimed prescription plan as compared to the prior art is 
in the handling of reimbursements for generic drugs. 
Generic drug reimbursement represents a signi?cant share of 
prescriptions dispenses, generally being about 50% of pre 
scription dispensed nationally. It is also the portion of the 
industry Which is most susceptible to control by the medical 
reimbursement plans, since there are numerous medication 
manufacturers for many of the generic drugs, Which fosters 
competition betWeen them, While most of the brand name 
(proprietary) drugs are available only from a single pro 
ducer. Generic drugs save money for the payer, provide 
consumers With the loWest copay option and typically pro 
vide the pharmacy With the highest pro?tability. 

[0028] The present invention focuses not on the quantity 
of medication to be dispensed (and thus on the acute care or 
maintenance purpose of the prescription) but rather on the 
cost/discount structure of the pharmacy reimbursement. 
Effectively the retail pharmacies are given the opportunity to 

appropriate so that the overall reimbursement offered to 
pharmacies makes this plan competitive With the prior art 
plans With respect to the mail order pharmacies While, unlike 
prior art plans, also equally available and attractive to the 
retail pharmacies. 

[0029] Consumers can be adversely affected if a true-up 
process is not established, since Without such a provision a 
consumer’s copayments for a 90-day supply could exceed 
three times the traditional 30-day retail copayment. 

[0030] Similar adjustments by the PBM can be negotiated 
and agreed to in contracts With retail pharmacies With 
respect to the dispensing fees to be paid under the plan. Prior 
art plans have Worked on the basis that dispensing costs are 
higher for retail pharmacies because of sta?‘ing costs and 
loWer volume over Which to expense the per-consumer 
dispensing costs. Increasing a retail pharmacy’s proportion 
of dispensing of large quantity maintenance drug prescrip 
tions offers an opportunity for the PBM and the retail 
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pharmacy to reduce or eliminate the dispensing fee portion 
of reimbursement, thus reducing the costs to be passed along 
to the payer by the PBM. 

[0031] An important optional (but preferred) element in 
the present invention is a function of continually reviewing 
the performance of the pharmacies in cost control, and 
particularly in the area of cost reduction by increasing the 
proportion of loWer cost generic drugs in the overall mixed 
of dispensed drugs. In the past mail order pharmacies and 
some mandate plans have accomplished this simply by 
requiring substitution of generics unless a physician has 
required otherWise. The present invention also optionally 
alloWs for a particularly productive approach Which involves 
education of the consumers so that they recogniZe When 
generic medications are equally acceptable in their oWn 
personal health and treatment as are brand name drugs. 
Education is in the realm of both the PBM and the pharma 
cist, and the present invention uses the involvement of both. 
Contracts With pharmacies can include provisions that 
encourage pharmacists to communicate With their consum 
ers about the value of generic drugs, Which is especially 
effective in the retail pharmacy setting Where the pharmacist 
and the consumer meet directly. The PBM also can com 

municate the same message through its regular communi 
cations With payers and their employees and members. The 
pharmacy makes its highest pro?t margin dispensing the 
generic drug. The PBM that oWns the mail order pharmacy 
may drive higher cost brands to maximiZe the formulary 
rebate income. 

[0032] In keeping With this purpose, the present plan 
optionally but preferably includes not only the PBM’s 
continual revieW of performance of all pharmacies partici 
pating in the plan, but also periodic adjustment of the 
discount and cost structures to reWard those pharmacies Who 
are operating at greater-than-expected performance and, 
conversely, to provide incentive to under-performing phar 
macies to improve. This method, Which We have designated 
“truing up” or the “true-up” feature, ensures that the payer, 
the pharmacy and the consumer are not disadvantaged. A 
loWer of AWP or MAC price model is applied. At the 
conclusion of a set period of time the reimbursement per 
formance is measured and compared to a guaranteed value. 
If the value is above or beloW the targeted discount for the 
period, the AWP or MAC price discounts are adjusted to 
compensate moving forWard for the next set time period. If 
the drug mix has overperformed, the reimbursement is 
increased, as for instance by reducing the discount taken by 
the PBM (e.g., from a 50% discount to a 49% discount), so 
that discounted amount paid to the pharmacy is increased 
and it therefore receives a greater income. On the other hand, 
if the drug mix has underperformed, the discount can be 
increased (e.g., from a 50% discount to a 51% discount) so 
that reimbursementiie, the discounted amount paidiis 
reduced, Which it is expected Will encourage the pharmacy 
to improve its performance over the next period so that its 
discount can be loWered and its reimbursement increased. 
Compiling performance data and making the appropriate 
analyses to alloW such adjustments to be made require 
signi?cant internal data collection and processing capabili 
ties by the PBMs. HoWever, such capabilities are already 
possessed by some PBMs and others can be expected to 
acquire similar capabilities in the near future, since having 
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these small adjustments made every set time period (e.g., 
quarterly) ensure performance balances to an overall guar 
anteed value. 

[0033] By use of the truing up feature, the payer bene?ts 
from the MAC pricing on individual generic products and 
bene?ts from assurances that the overall guaranteed perfor 
mance is maintained, the pharmacy bene?ts by the assurance 
that it Will be paid at an overall guaranteed discount per 
formance number, and the consumer bene?ts by paying a 
co-payment that is re?ective of the loWer of MAC or AWP 
and thus is not disadvantaged by electing the one time 90 
day ?ll as opposed to having the same prescription ?lled 
three times for 30-day supplies. 

[0034] Separately, the plan of this invention also involves 
contractual agreements betWeen the PBM and the payers 
Who Wish to provide the PBM’s plan to their employees, 
members, or other af?liated people. Such payers are com 
monly business entities such as health plans, companies, 
partnerships or corporations, Whether large, mid-siZed or 
small, governments or governmental agencies, trade unions 
and non-govemmental organizations or associations. Each 
payer contracts With the PBM for the speci?c pharmacy 
services and medication costs and fees that it is Willing to 
reimburse, based on the PBM’s having obtained discounted 
costs from the pharmacies, as Well as the contracted fee that 
the payer is Willing to pay the PBM for managing the plan 
for it and its employees or members. As With the pharmacy 
contracts, the payer contracts Will also vary depending on 
What formulary a payer is Willing to reimburse for, hoW 
many members or employees the payer has, and so forth. 

[0035] It is to be expected that PBM’s Which have cost 
driven plans Which focus primarily on mandating or in?u 
encing consumers to use mail order pharmacies to ?ll 
maintenance prescriptions, especially those Who oWn mail 
order pharmacies, Will initially see little value in adopting 
the present invention. HoWever, it is anticipated that the 
present plan’s focus on providing the ability to consumers to 
be able to patroniZe the pharmacy of their choice for all of 
the prescription medication needs, Whether acute care or 
maintenance medications, Will be suf?ciently attractive to 
such consumers that they Will encourage their employers or 
organiZations as payers to obtain and adopt such plans. The 
employers and organizations, in turn, Will demand of PBMs 
that they make such plans available to the payer community, 
in preference to mandated or biased plans. Under such 
conditions, it is to be expected that the plans of the present 
invention Will rapidly gain marketshare and enhance the 
ability of people to be able to in?uence or control their oWn 
costs of health care and prescription drugs. 

[0036] Although several embodiments of the invention 
have has been described above by Way of example only, it 
Will be understood by those skilled in the ?eld that numerous 
variations and modi?cations may be made to the disclosed 
embodiments Without departing from the scope or spirit of 
the invention, as it is de?ned by the appended claims. 

We claim: 
1. A method for broadening persons’ access to pharmacies 

for ful?llment of prescriptions under prescription bene?t 
plans, Which method comprises: 

providing a prescription bene?t plan managed by a bene?t 
manager and subscribed to by at least one payer, under 
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Which a person af?liated With said payer may have a 
medical prescription ?lled at any participating phar 
macy; 

enrolling at least one participating pharmacy in said plan 
to provide ful?llment of said prescription upon request 
by said person and approval by said manager; 

establishing a market price for a medication dispensed 
based on such prescription; 

establishing a discounted amount of such market price 
With said discounted amount to be paid by said man 
ager to said pharmacy for ful?llment of said prescrip 
tion; and 

establishing said discounted amount at a level such that 
participation in said plan is substantially equally attrac 
tive to any type of pharmacy; 

Whereby the choice of said person of Which pharmacy to 
patroniZe for ful?llment of said prescription is not 
unduly in?uenced by ?nancial considerations. 

2. A method as in claim 1 Wherein said participating 
pharmacy comprises a retail pharmacy or a mail order 
pharmacy. 

3. A method as in claim 1 further comprising said payer 
paying to said manager in connection With said ful?llment of 
said prescription by said pharmacy a reimbursement amount 
su?icient to cover said discounted amount paid by said 
manager to said pharmacy. 

4. A method as in claim 3 Where said payer further pays 
to said manager an fee for said manager’s service in man 
aging said plan for ful?llment of said prescription for said 
person af?liated With said payer. 

5. A method as in claim 1 Wherein subscription by said 
payer to said plan is by contract With said manager. 

6. A method as in claim 1 Wherein enrollment by said 
pharmacy in said plan is by contract With said manager. 

7. A method as in claim 1 Wherein said market price for 
said medication is determined by reference to at least one 
public market price compilation regarding such medication. 

8. A method as in claim 7 Wherein said manager selects 
said public market price compilation on Which to base said 
market price. 

9. A method as in claim 8 Wherein determination of said 
market place is determined by said manager by reference to 
a plurality of said public market price compilations. 

10. A method as in claim 1 Wherein at least one of said 
market price and said discounted amount is determined by at 
least one of the identity of the medication prescribed, the 
dosage of said medication prescribed and the quantity of 
dosage units prescribed. 

11. A method as in claim 10 Wherein determination is 
based on said quantity of dosage units prescribed. 

12. A method as in claim 11 Wherein said quantity of 
dosage units prescribed comprises not more than about one 
month’s supply of said medication for said person. 

13. A method as in claim 11 Wherein said quantity of 
dosage units prescribed comprises more than about one 
month’s supply of said medication for said person. 

14. A method as in claim 13 Wherein said quantity of 
dosage units prescribed comprises at least about tWo 
months’ supply of said medication for said person. 

15. A method for broadening persons’ access to pharma 
cies for ful?llment of prescriptions under prescription ben 
e?t plans, Which method comprises: 
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providing a prescription bene?t plan managed by a bene?t 
manager and subscribed to by at least one payer, under 
Which a person a?iliated With said payer may have a 
medical prescription ?lled at any participating phar 
macy; 

enrolling at least one participating pharmacy in said plan 
to provide ful?llment of said prescription upon request 
by said person and approval by said manager; 

establishing a market price for a medication dispensed 
based on such prescription; 

establishing a discounted amount of such market price 
With said discounted amount to be paid by said man 
ager to said pharmacy for ful?llment of said prescrip 
tion; 

establishing said discounted amount at a level such that 
participation in said plan is substantially equally attrac 
tive to any type of pharmacy; 

conducting assessment of said participation of a pharmacy 
in said plan to determine performance of said pharmacy 
in comparison With other pharmacies also enrolled in 
said plan; and 

adjusting said discounted amount paid to said pharmacy 
periodically in response to said assessment of said 
performance to provide incentive for good perfor 
mance; 

Whereby the choice of said person of Which pharmacy to 
patroniZe for ful?llment of said prescription is not 
unduly in?uenced by ?nancial considerations and phar 
macies enrolled are given incentive to provide good 
service to said person. 

16. A method as in claim 15 Wherein said participating 
pharmacy comprises a retail pharmacy or a mail order 
pharmacy. 

17. A method as in claim 15 Wherein adjusting said 
discounted amount in response to said assessment comprises 
truing up said discounted amount. 

18. A method as in claim 17 Wherein truing up said 
discounted amount comprises increasing said discounted 
amount for a pharmacy Which has exceeded performance 
expectations during an assessment period and decreasing 
said discounted amount for a pharmacy Which has fallen 
short of performance expectations during an assessment 
period. 

19. A method as in claim 17 Wherein said truing up is 
conducted periodically. 

20. Amethod as in claim 15 further comprising said payer 
paying to said manager in connection With said ful?llment of 
said prescription by said pharmacy a reimbursement amount 
suf?cient to cover said discounted amount paid by said 
manager to said pharmacy. 

21. Amethod as in claim 20 Where said payer further pays 
to said manager an fee for said manager’s service in man 
aging said plan for ful?llment of said prescription for said 
person af?liated With said payer. 

22. Amethod as in claim 15 Wherein subscription by said 
payer to said plan is by contract With said manager. 

23. A method as in claim 15 Wherein enrollment by said 
pharmacy in said plan is by contract With said manager. 

24. Amethod as in claim 15 Wherein said market price for 
said medication is determined by reference to at least one 
public market price compilation regarding such medication. 
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25. A method as in claim 24 wherein said manager selects 
said public market price compilation on Which to base said 
market price. 

26. A method as in claim 25 Wherein determination of said 
market place is determined by said manager by reference to 
a plurality of said public market price compilations. 

27. A method as in claim 15 Wherein at least one of said 
market price and said discounted amount is determined by at 
least one of the identity of the medication prescribed, the 
dosage of said medication prescribed and the quantity of 
dosage units prescribed. 

28. A method as in claim 27 Wherein determination is 
based on said quantity of dosage units prescribed. 

29. A method as in claim 28 Wherein said quantity of 
dosage units prescribed comprises not more than about one 
month’s supply of said medication for said person. 

30. A method as in claim 28 Wherein said quantity of 
dosage units prescribed comprises more than about one 
month’s supply of said medication for said person. 

31. A method as in claim 30 Wherein said quantity of 
dosage units prescribed comprises at least about tWo 
months’ supply of said medication for said person. 

32. A method for broadening persons’ access to pharma 
cies for ful?llment of prescriptions under prescription ben 
e?t plans, Which method comprises: 

providing a prescription bene?t plan managed by a bene?t 
manager and subscribed to by at least one payer, under 
Which a person af?liated With said payer may have a 
medical prescription ?lled at any pharmacy; 

enrolling at least one pharmacy in said plan to provide 
ful?llment of said prescription upon request by said 
person and approval by said manager; 

conducting assessment of said participation of a pharmacy 
in said plan to determine performance of said pharmacy 
in comparison With other pharmacies also enrolled in 
said plan; and 

adjusting reimbursement paid to said pharmacy periodi 
cally in response to said assessment of said perfor 
mance to provide incentive for good performance; 

Whereby the choice of said person of Which pharmacy to 
patroniZe for ful?llment of said prescription is not 
unduly in?uenced by ?nancial considerations and phar 
macies enrolled are given incentive to provide good 
service to said person. 

33. A method as in claim 32 Wherein said participating 
pharmacy comprises a retail pharmacy or a mail order 
pharmacy. 

34. A method as in claim 32 Wherein adjusting said 
discounted amount in response to said assessment comprises 
truing up said discounted amount. 
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35. A method as in claim 34 Wherein truing up said 
discounted amount comprises increasing said discounted 
amount for a pharmacy Which has exceeded performance 
expectations during an assessment period and decreasing 
said discounted amount for a pharmacy Which has fallen 
short of performance expectations during an assessment 
period. 

36. A method as in claim 34 Wherein said truing up is 
conducted periodically. 

37. A method as in claim 32 Wherein said assessment is 
conducted periodically. 

38. Amethod as in claim 32 further comprising said payer 
paying to said manager in connection With said ful?llment of 
said prescription by said pharmacy an amount suf?cient to 
cover said reimbursement paid by said manager to said 
pharmacy. 

39. Amethod as in claim 38 Where said payer further pays 
to said manager an fee for said manager’s service in man 
aging said plan for ful?llment of said prescription for said 
person af?liated With said payer. 

40. A method as in claim 32 Wherein subscription by said 
payer to said plan is by contract With said manager. 

41. A method as in claim 32 Wherein enrollment by said 
pharmacy in said plan is by contract With said manager. 

42. A method as in claim 32 Wherein said reimbursement 
for said medication is determined by reference to at least one 
public market price compilation regarding such medication. 

43. A method as in claim 42 Wherein said manager selects 
said public market price compilation on Which to base said 
reimbursement. 

44. A method as in claim 42 Wherein determination of said 
reimbursement is determined by said manager by reference 
to a plurality of said public market price compilations. 

45. A method as in claim 32 Wherein said reimbursement 
is determined by at least one of the identity of the medication 
prescribed, the dosage of said medication prescribed and the 
quantity of dosage units prescribed. 

46. A method as in claim 45 Wherein determination is 
based on said quantity of dosage units prescribed. 

47. A method as in claim 46 Wherein said quantity of 
dosage units prescribed comprises not more than about one 
month’s supply of said medication for said person. 

48. A method as in claim 46 Wherein said quantity of 
dosage units prescribed comprises more than about one 
month’s supply of said medication for said person. 

49. A method as in claim 47 Wherein said quantity of 
dosage units prescribed comprises at least about tWo 
months’ supply of said medication for said person. 


