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Benefits of Managed Care Pharmacy Tools:
Safe, Effective Medications and Reduced Costs

Managed care pharmacists and organizations help employers, public payers, insurers, and individuals
access safe and effective medications while managing costs. The trend in the use of managed care as an
option to reduce costs while ensuring access to services is growing, particularly in publically financed
programs, such as Medicare and Medicaid. Recently, the Congressional Budget Office (CBO) indicated that
use of managed care for individuals who are dually eligible for Medicare and Medicaid could result in cost
savings for the government.! The benefits of some of the clinical and administrative tools used by
managed care pharmacy to achieve the goals of ensuring safe and effective medication while reducing
costs are described below.

Step Therapy encourages patients to use lower cost medications that help patients achieve the same
clinical safety and efficacy before selecting a more expensive alternative medication. Step therapy may
require patients to first try over-the-counter (OTC) medications or less costly generic products that are
equally safe and effective for a condition prior to a more costly brand name product or biologic product s.2
According to health care leader, Earl Steinberg, MD, MPP, Chief Executive Officer of Resolution Health, step
therapy is a sensible treatment approach because it “makes sense to start with the lowest cost option.
Doing otherwise would be a result of good pharmaceutical marketing, rather than good medicine”3

Prior Authorization (PA) involves a series of criteria that must be met prior to approving and providing
a medication. Examples of such requirements include step therapy; clinical laboratory monitoring;
screening for conditions where the medication might be contraindicated; or age or gender
contraindications. Prescribers submit information for pre-approval by the plan before a medication is
prescribed.* PA with step therapy has been shown to reduce costs, particularly for diagnoses of ulcers and
other gastric conditions where patients are often unnecessarily prescribed expensive medications that
also pose risks of adverse drug effects and medication interactions if used in certain patients when lower-
cost safer medications would be as effective. One study examining 5,965 Medicaid beneficiaries concluded
that use of safer, lower cost medications for gastric ulcers achieved positive outcomes for these patients.>
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Tiered Formularies are used by health plans to provide financial incentives for patients to use lower cost
alternatives such as generic medications that are clinically safe and effective. A formulary system enhances
quality of care by encouraging the use of those prescription medications that are demonstrated to be the safest,
most effective, and produce positive patient outcomes. Formulary decisions are based primarily on sound
clinical evidence. Cost considerations should influence decisions only after safety, efficacy, and therapeutic
need have been assessed.¢ Using a three-tiered approach has been shown to improve generic fill rates.”
Patients would still have access to the more expensive medications, but at a greater cost-sharing amount.
Patients who need a higher cost medication would have the ability to seek an exception or appeal under the
formulary.

Preferred Pharmacy Network arrangements allow plans to negotiate reduced prices for Medicare Part D
drugs in certain retail pharmacies. Beneficiaries who utilize these network pharmacies have the benefit of
reduced monthly premiums, and co-payments and co-insurance—thus creating a win for the government and
for beneficiaries. Consumer Reports Magazine recently recommended preferred pharmacy networks as one
way for consumers to save money on prescription drug costs.8 Furthermore, preferred pharmacy networks
may also be leveraged to improve plan performance measures by allowing beneficiaries to access pharmacies
that provide better services that improve patient medication utilization and outcomes.

Medication Therapy Management (MTM) is used by managed care pharmacists to assess patients’
medications and current health conditions to consider any potential problems such as unnecessary duplicative
therapy, drug-drug interactions, and the need for an additional medication by reviewing a patient’s current
drug therapy.? MTM is a patient specific individualized approach to better target positive patient health
outcomes through appropriate medication use. For example, MTM can positively influence cholesterol
management in diabetic patients by improving adherence at reduced health care costs.1? One study found that
using MTM reduced patient out-of-pocket medication expenditures $1,500 per patient per year, or 68% of total
costs.”11 Pharmacists who work in collaboration with physicians and other health care providers can help
provide services that improve patient satisfaction and clinical outcomes at a lower cost than physician
services.12
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