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Exam ines Business Pract ices of Pharm acy 
Benefit Managers  

The New York Tim es

 

on Thursday exam ined business pract ices of pharm acy benefits 
m anagers, including "m illions of dollars in paym ents" that pharm acy benefits 
m anagers m ake " to im portant custom ers when cont racts with them are signed," 
according to indust ry execut ives and consultants. Som e indust ry officials say that 
paym ents related to cont ract provisions m ay be driving up the cost of business 
unnecessarily. For exam ple, Mark Cam pbell, chief execut ive of Wisconsin-based PBM 
Innoviant, said it is "not uncom m on" for PBMs to offer health plans a $10-per-person 
t ransit ion paym ent intended to cover the costs of init iat ing a new cont ract . Cam pbell 
said that amount is "excessive," adding that it is "not really necessary to cover the 
costs of a t ransit ion." However, Jeffrey Sim ek, a vice president at Medco, said such 
paym ents are "standard across the PBM indust ry." Sim ek added, "The upfront 
payments are generally associated with transitional expenses, typically associated with 
the num ber of covered lives, and som e are related to future rebates." Sim ilarly, 
Stephen Lit t lejohn, a vice president for PBM Express Scripts, said the com pany 
"som et im es m ay reim burse a client for actual and reasonable costs, such as the 
production of new cards and membership materials, incurred in transitioning its plan to 
Express Scripts from a com pet itor." Pat r icia Wilson, an independent consultant who 
advises com panies on drug benefit negot iat ions, said t ransit ion paym ents cannot 
accurately be called "buying business" because com panies ult im ately wind up carrying 
the cost of advance payments through higher drug costs or other fees.  

Medco Investigation   

According to the Times, the pract ice is " receiving widespread at tent ion"

 

because of a 
pending Just ice Departm ent

 

lawsuit against PBM Medco Health Solut ions

 

(Freudenheim, New York Tim es, 12/ 11) . The DOJ on Tuesday in federal court in 
Philadelphia filed an am ended com plaint alleging that New Jersey-based Medco paid 
$87.4 m illion to secure a cont ract in late 2001 with an unnam ed insurer. Connect icut -
based Oxford Health Plan

 

later confirm ed that it was the com pany to which the 
com plaint referred. The newest court docum ents also allege that Medco m ade 
paym ents in cash and services to other plans to influence them to select Medco for 
cont racts. The docum ents also state that Medco solicited or at tem pted to solicit 
"money and things of value from pharm aceut ical m anufacturers seeking to provide 
pharmaceuticals to federal beneficiaries." The new complaint expands a civil lawsuit 
filed in September by DOJ alleging that Medco improperly switched, canceled and 
destroyed mail-order prescriptions to defraud patients (Kaiser Daily Health Policy 
Report, 12/ 10) . Officials from both Medco and Oxford have said that the paym ents 
were "legal and appropriate," the Times reports (New York Times, 12/11).   


