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FACTS - MEDICAID PHARMACY PROGRAM 
SB 255

All medical providers occept pharmacists in Alaska participate in the 

Medicaid program.

The majority of pharmacies will continue to serve medicaid and GRM 

clients. 95% of the pharmacists in Washington State participate in 

the Medicaid pharmacy program. National statistics shew the same high 

rate of participation.

The Medicaid pharmacy program will not force small, independent 

pharmacists out of business. The majority of pharmacists in Washington 

state are independent pharmacists and many are sole community providers.

Adding Pharmacy as a Medicaid-covered service saves 50% in state funds.

If Alaska had adopted a Medicaid Pharmacy Program in FY85, the State 

would have already saved over 4.5 million.

If SB 255 passes it will save a minimum of $5.5 million in state general 

funds thru FY90.

The purpose of SB 255 is to gain federal matching funds not to pay 

pharmacists less.

Native "cross-over" is a non-issue. The majority of IHS - eligibles are 

already using the pharmacy of their choice - whether it is a private 

pharmacy or an IHS facility. Nationally, and in Alaska changes in 

Native utilization patterns have not occurred due to a change in payment 

sources.
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The changeover to a Medicaid pharmacy program will be invisible to 

clients.

Alaska Pharmacists are the only medical provider in the state and in the 

nation paid out of 100% state funds for Medicaid clients' services.

Alaska is the only state not claiming federal funds for pharmacy 

services under Medicaid.

Legislative Audit has recarmended that the Legislature adopt a Medicaid 

Pharmacy bill.

The Alaska Health Association has recamended adoption of a Medicaid 

pharmacy program.

The Governor's Interim Health Care Corrmission in its final draft has 

recarmended adoption of the Medicaid pharmacy option.

The Department will enact no changes in payment to pharmacies without 

publishing regulations and holding public hearings across the state.

The passage of the Medicaid Pharmacy option will not change the 

paperwork or the billing process for pharmacists.

255



A  M e d i c a i d  P h a r m a c y  P r o g r a m  c a n  p a y  g e o g r a p h i c  d i f f e r e n t i a l s .

A  M e d i c a i d  P h a r m a c y  P r o g r a m  c a n  p a y  a  d i f f e r e n t i a l  f o r  " M e m  a n d  

ph a r m a c i e s .
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M e d i c a i d  Drug: P r o g r a m

D uring the 1985 le gisl a t i v e  session, HB 209 was introduced 
by the Rules C o m m i t t e e  at the request of the Governor. The 
p u r pose of the bill was to allo w the State to request p a r t i­
cipation in the F e deral M e d i c a i d  p r e s c r i b e d  drug program. 
M e d i c a i d  offers a p r o g r a m  by w h i c h  it will pay half of the 
costs of prescr i b e d  drugs for covered individuals. Under 
this p r o gram M e d i c a i d  allows payment of a dispensing fee in 
addition to the cost of the p rescribed  drug. This d i s p e n s­
ing fee would be e s t a b l i s h e d  by the State b a s e d  on a v a r iety 
of factors. In effect, under  this bill the State would be 
telling pharmacists h o w  m u c h  they can charge for prescribed 
drugs paid for u n d e r  the M e d i c a i d  program.

We can find no evidence that the Board of P h a rmacy formally 
opposed  HB 209. W h i l e  m a n y  pharmacists, in cluding past and 
present Board membe r s ,  testified against HB 209 before both 
the House Finance and the House Health, Education, and 
Social Services Committees, they have done so on their own 
b e h a l f  and not at the formal request of the Board.

Currently, p r e s c r i b e d  drugs for qualified individuals are 
paid for by the State under the General R e l i e f  Medical 
(GRM) program, w h i c h  is funded enti r e l y  by the General 
Fund. Under the G e n e r a l  R elief M e d i c a l  program, pr escr i b e d  
drugs are paid for at the price set by the pharmacist. If 
HB 209 is adopted, the costs w o u l d  be split w i t h  the Federal  
government. A l a s k a  is only one of two states who do net 
participate in this program. The D e p a r t m e n t  of Health and 
Social Services (DHSS) estimates that the cost savings to 
the State, by e n a c t m e n t  of this bill, w o u l d  be approximat ely 
$1.4 m i l l i o n  annually.

At the end of the 1985 session, HB 209 had b e e n  passed by 
the House, but n o t  the Senate. In S e p t emb er 1985, DKSS m e t  
w i t h  pharmacists and tentatively agreed to a collection of 
altern ative cost s a v i n g  m easures in lieu of HB 209. If 
these me asures are implemented, the State's General Relief 
p r o g r a m  w o u l d  save a p p r o x i m a t e l y  $700,000.

•
A l t h o u g h  the p r o p o s e d  compromise b e t w e e n  DHSS and the P h a r­
ma c y  A s s o c i a t i o n  w o u l d  reduce the cost of the prescribed 
drug p r o g ram to GRM, all expenditures w o u l d  still be General 
F u n d  monies. In our opinion the i m p l e m e n t a t i o n  of HB 209

S T A T E  O F  A L A S K A -14- D I V I S I O N  O F  L E G I S L A T I V E  AUDI T



w ould b'- preferable to this ccr.proiT.isc. Partic i p a t i o n  
in the M edic a i d  pronratr. would a l l o w  the State to provide 
eiiptbl e recipients the same level and qualitv of service 
at almost half the cost tc the General Fund. ’ Using s c h e d­
ules p r e p a r e d  by DHSS's Division of Medical Assistance, we 
determ ined^that if the M e d i c a i d  Drug p r o g r a m  had been  in 
exfect during FYs 84 and 85, the State w o u l d  have saved 
over S2 million.
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F I S C A L  N O T E  A N A L Y S I S

H B  315

"An A c t  r e l a t i n g  t o  p h a r m a c e u t i c a l  m e d i c a l  a s s i s t a n c e  f o r  n e e d y  persons, 

a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  date"

F Y 8 9  G o v e r n o r’s M e d i c a l  A s s i s t a n c e  R e q u e s t

GF Total

G E N E R A L  R E L I E F  M E D I C A L  R e q u e s t  9,380.4 9,380.4

C - 4  T r a n s f e r  t o  M e d i c a i d  [1,370.6] [1,370.6]

D e c r e m e n t  t o  R e m o v e  P h a r m a c y  [1,370.6] [1,370.6]

R E V I S E D  6,639.2 6,639.2

F E D  G E M  P r o g r a m  Total

M E D I C A I D  N O N - F A C I L I T Y  R e q u e s t  17,145.4 17,213.2 1 6 9 . 0  34,527.6

C - 4  T r a n s f e r  f r c m  G R M  - 0 -  1,370.6 - 0 -  1,370.6

I n c r e m e n t  for F e d e r a l  1,370.6 -0- - 0 -  1,370.6

R E V I S E D  18,5 1 6 . 0  18,583.8 1 6 9 . 0  37,268.8

W i t h  a  m o v e  o f  p r e s c r i p t i o n  d r u g s  f o r  M e d i c a i d  r e c i p i e n t s  f r a n  the G e n e r a l  

R e l i e f  M e d i c a l  (GRM) C c n p o n e n t  to  t h e  M e d i c a i d  N o n - F a c i l i t y  C o mponent, 

M e d i c a i d  funds w o u l d  b e c o m e  a v a i l a b l e  at  a 50/50 f e d e r a l  fi n a n c i a l  

p a r t i c i p a t i o n  rati o .  T h e  G o v e r n o r s  F Y  89 G e neral R e l i e f  M e d i c a l  bud g e t  

r e q u e s t  for T i t l e  X I X  p h a r m a c y  is $3,654.8. This f i s c a l  n o t e  assumes an 

O c t o b e r  1, 1988 i m p l e m e n t a t i o n  date.

T h e  n a t i o n a l  r a t e  o f  i n c r e a s e  for p r e s c r i p t i o n  d r u g  c o s t s  in 1987 a c c o r d i n g  

t o  t h e  U.S. D e p a r t m e n t  o f  L a b o r  w a s  8 %. E b r  p u r p o s e s  o f  t h i s  fiscal n o t e  

t h e  D e p a r t m e n t  h a s  a s s u m e d  8 % as  the a n n u a l  rate o f  i n f l a t i o n  for 

p r e s c r i p t i o n  d r u g s .

M e d i c a l  A s s i s t a n c e  A d m i n i s t r a t i o n  - C l a i m s  P r o c e s s i n o

T h e  a d m i n i s t r a t i v e  c o s t s  e x c e p t  for the $14,000 for c o m p u t e r  p r o g r a m r i n g  

c h a n g e s  w i l l  n o t  be  n e c e s s a r y  i f  t h e  i n c r e m e n t  in t h e  G o v e r n o r’ s bud g e t  is 

a p p r o v e d  as i n t r oduced.

Travel:

O n - s i t e  p h a r m a c y  r e v i e w s  f o r  d i s p e n s i n g  fees, 

v a l i d a t i n g  a c q u i s i t i o n  c o s t s  for drugs, $ 1 0 , 0 0 0
m e e t i n g s  w i t h  the p h a r m a c y  association, a n d  

g a t h e r i n g  d a t a  for p r i c i n g  c o m p o u n d e d  drugs.



C o n t r a c t u a l:
P r o f e s s i o n a l  s e r v i c e s  c o n t r a c t  f o r  p h a r m a c i s t /  $84,000

p h a r m a c y  se r v i c e s *

C n e  t i m e  f u n d i n g  for fiscal i n t e r m e d i a r y  to 

c h a n g e  c o m p u t e r  system, d o c u m e n t a t i o n  i n c luding 

p r o v i d e r  m a n u a l s ,  change t h e  c o l l o c a t i o n  code 

t a b l e  t o  shift e x p e n d i t u r e s  f r o m  G P M  t o  M e d i c a i d ,

c h a n g e  p r i c i n g  logic, and a d d  n e w  e d i t s  $14,000

O n - g o i n g  f u nding for fiscal i n t e r m e d i a r y  for 

B l u e  B o o k  u p d a t e  o f  a v e r a g e  w h o l e s a l e  p r i c e s  

int o  M M I S  c l a i m s  p r o c e s s i n g  s y s t e m  S 3,000

S p a c e  Pent S1.25/sq. ft. X  200 sq. ft. $ 3,000

C o m m u n i c a t i o n s  - L o n g  D i s t a n c e  a n d  P r i n t i n g  S 1,000

A d v e r t i s i n g  and P r i n t i n g  $ 1,000

Supplies: S 1,500

Total $117,500

F e d e r a l  $58,750

SG F W  $58,750

Increases frcm fiscal year to fiscal year are projected at 8%.

* Ihe Department proposes using the services of a contractor to do the 
initial work of design, development, and implementation of a Medicaid 
pharmacy program. However, the Department may elect in subsequent years to 
seek legislative approval of a permanent position for these services.
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WE OF THE PHARMACY COMMUNITY IN SITKA APPLAUD YOUR EFFORTS TO 
ADD HOME HEALTH CARE LANGUAGE AS SPECIFIED IN HB 315. ALREADY IN 
ALASKA THIS NEW TREND CAUSED BY RISING HOSPITAL COSTS HAS FORCED 
PEOPLE TO BE CARED FOR OUTSIDE THE HOSPITAL ENVIRONMENT SOONER. 
MANY CASES DOCUMENT THAT COSTS TO THE FIRST, SECOND OR THIRD 
PARTY ARE 1/3 OR 1/2 AND IN SOME CASES AS LITTLE AS 1/lOTH THE COST 
OF HOSPITALIZATION, SIMPLY BY PROVIDING HOME CARE THROUGH AN 
AGENCY AND A DURABLE MEDICAL EQUIPMENT PROVIDER WHILE A PATIENT 
RECOVERS FROM AN ILLNESS OR AS AN ALTERNATIVE TO LONG TERM CARE IN 
AM INSTITUTION. WE SEE JUSTIFICATION FOR KEEPING MORE PATIENTS 
HOME IN ALASKA WHERE THEY RECOVER FASTER AND MORE COMPLETELY 
THAN EXCURSIONS TO OUT OF STATE HOSPITALS.

AS PROVIDERS FOR BOTH PHARMACY AND DURABLE MEDICAI SERVICES, 
WE HAVE SOME VERY REAL CONCERNS ABOUT THE FUTURE. ARE WE TO 
EXPECT TO PROVIDE USUAL AND CUSTOMARY QUALITY FOR OUR PRODUCTS 
AND SERVICES AND IN TURN BE PAID A USUAL AND CUSTOMARY RETURN?
OUR COSTS OF DOING BUSINESS IN OUR AREA CONTINUE TO RISE YET WE ARE 
BEING TOLD WHAT WE ARE TO BE PAID BASED NOT ON THE QUALITY OF 
GOODS AND SERVICES BUT ON THE CHEAPEST PRICE IN THE INDUSTRY. WE 
FEEL AN OBLIGATION TO SERVE OUR PATIENTS WITH THE BEST CARE FOR 
THE BEST PRICE; HOWEVER, WE STILL MUST MAINTAIN AN INVENTORY OF 
GOODS AND BE ABLE TO PAY OUR PROVIDERS IN A TIMELY MANNER AND 
COVER THE OVERHEAD COSTS TO ALLOW US TO DO BUSINESS THE NEXT 
MONTH WHEN SOMEONE ELSE REQUIRES OUR SERVICES. A GOOD EXAMPLE ARE 
WHEELCHAIRS AND BEDS. THESE ARE EXPENSIVE ITEMS RUNNING ANYWHERE 
BETWEEN $250 AND WELL OVER $1000. THERE ARE MANY TO CHOOSE FROM 
AND MOST PATIENTS REQUIRE SPECIAL NEEDS IN THEIR CHAIRS AND BEDS 
OR WHY WOULD THEY NEED THE SERVICE IN THE FIRST PLACE. WILL YOU PAY 
THE $750 FOR THE RECIPIENTS PROPER CHAIR OR ONLY $250 FOR THE 
"CHEAPEST" CHAIR BECAUSE IT’S AVAILABLE? THE RECIPIENT’S ABILITY TO 
PAY A FEW DOLLARS ABOVE YOUR MAXIMUM ALLOWABLE COST OF A DRUG IS 
ONE MATTER WHILE $500 WILL ALMOST CERTAINLY BE A BARRIER TO GOOD 
MEDICINE.

NOTIFICATION WAS SENT RECENTLY ABOUT A COMPANY IN TENNESSEE 
BEING AWARDED THE ALASKA MEDICAL PAYMENTS ASSISTANCE (AMPS) 
CONTRACT. WE ARE TO UNDERSTAND THE TRANSITION WILL OCCUR OVER 
THE NEXT FEW MONTHS TO BE COMPLETED IN MAY BUT, WE DO MOT 
U N D E R S T A N D  T H E  F U L L  I M P A C T  O F  T H E  C H A N G E S  T H E Y  I N T E N D  T O  M A K E .  IT



REIMBURSED ONLV A PORTION OF THEIR COSTS THROUGH A MAXIMUM 
ALLOWABLE COST BASIS PLUS A PRE-DETERM I NED FEE. WE DO NOT KNOW 
WHAT THIS FEE IS. SEVERAL YEARS AGO THIS MATTER WAS ADDRESSED AND 
MANY PHARMACIES STATED THEY MIGHT NOT BE ABLE TO DO BUSINESS WITH 
AMPS IF USUAL AND CUSTOMARY WAS NOT REIMBURSED. THE STATE, AT 
THAT TIME INSTITUTED THE ONE DOLLAR CO-PAY TO HEDGE AGAINST RISING 
COSTS. WE SEEM TO HAVE MISSED NOTIFICATION OF THIS NEW ACTION.

PHARMACY IS NOT ASKING FOR A HAND-OUT. WE ONLY ASK TO BE 
ALLOWED TO DO BUSINESS AND PROVIDE THE BEST CARE AT THE MARKET 
VALUED PRICE. LET FREE ENTERPRISE DETERMINE OUR PRICES. HELP US BY 
GETTING OUR PAYMENTS TO US WITHIN 30 DAYS AND TRY TO MAKE THE 
SYSTEM SIMPLER BY NOT REQUIRING A REFUSAL FROM MEDICARE WHEN 
EVERYONE KNOWS THEY REFUSE 10058 OF SUCH CLAIMS. GIVE US SOME 
LEVERAGE TO FALL BACK ON WHEN YOUR CONTRACTED INSURANCE CARRIER 
DECIDES NOT TO PAY 508 OF YOUR CLAIMS BECAUSE THEY ARE "PENDING". 
(WE HAVE NEVER BEEN GIVEN A CLEAR DEFINITION OF "PENDING" AS IT IS 
REFERRED TO BY INSURANCE COMPANIES.) FINALLY, GIVE US A LITTLE 
RECOGNITION FOR THE JOB WE DO IN OUR COMMUNITIES. ALLOW OUR 
CONTINUATION OF PROVIDING HIGH QUALITY HEALTH SERVICES.

THANK YOU FOR REQUESTING INPUT ON THIS AND OTHER CONCERNS 
AFFECTING LEGISLATION THIS SESSION. WE APOLOGIZE FOR NOT SPEAKING 
WITH YOU PERSONALLY.

SINCERELY,

DAVID E. MOORE R.PH. &
JOHN W. COOPER R.PH.

OF SITKA PHARMACY, INC.

TRISH WHITE R.PH. &
DIRK T. WHITE R.PH 

OF WHITE'S, INC.

3  3
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HB 315

"An A c t  r e l a t i n g  t o  p h a r m a c e u t i c a l  m e d i c a l  a s s i s t a n c e  f o r  n e e d y  persons; 

a n d  p r o v i d i n g  for a n  e f f e c t i v e  date."

I. P u r p o s e  o f  H B  3 1 5 ;

T h e  p u r p o s e  o f  H B  31 5 is t o  a l l o w  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  

S e r v i c e s  to  i n c r e a s e  fe d e r a l  r e v e n u e  b y  f u n d i n g  p r e s c r i b e d  d r u g s  for 

M e d i c a i d  r e c i p i e n t s  u n d e r  t h e  M e d i c a i d  P r o g r a m  r a t h e r  t h a n  u n d e r  the 

100% s tate g e n e r a l  f u n d e d  G e n e r a l  R e l i e f  M e d i c a l  P r o g r a m  (GRM).

II. S e c t i o n a l  A n a l y s i s ;

S e c t i o n  1 e s t a b l i s h e s  p r e s c r i b e d  d r u g s  as a  M e d i c a i d  s e n / i c e  w h i c h

a l l c w s  t h e  D e p a r t m e n t  t o  c l a i m  50 p e r c e n t  f e d e r a l  M e d i c a i d  

funding. T h i s  a l o n e  w i l l  r e s u l t  in an  e s t i m a t e d  $ 1 , 3 1 1 . 8  

m i l l i o n  s a v i n g s  o f  s t a t e  g e n e r a l  funds in FY89.

S e c t i o n  2 a d d s  p r e s c r i b e d  d r u g s  t o  A S  4 7 . 0 7 . 0 3 5  a n d  p r o v i d e s  t h e

D e p a r t m e n t  w i t h  l e g i s l a t i v e  d i r e c t i o n  o n  t h e  p r i o r i t y  o f  

p r e s c r i b e d  d r u g s  in  t h e  e v e n t  o f  a  f u n d i n g  shortfall.

S e c t i o n  3 r e q u i r e s  a d o p t i o n  o f  f e deral M e d i c a i d  p r o c e d u r e s  for

p u r c h a s i n g  p r e s c r i b e d  drugs.

S e c t i o n  4 g i v e s  " p r e s c r i b e d  d r u g s "  the s a m e  m e a n i n g  a s  in f e d e r a l

M e d i c a i d  r e gulations.

S e c t i o n  5 p r o v i d e s  a n  e f f e c t i v e  d a t e  o f  J u l y  1, 1988.

A l l  states, e x c e p t  Alaska , t h a t  o f f e r  full p r e s c r i p t i o n  d r u g  c o v e r a g e  for 

t h e i r  M e d i c a i d - e l i g i b l e  c i t izens, h a v e  c h o s e n  t o  fun d  th i s  c o v e r a g e  t h r o u g h  

t h e  f e d e r a l  M e d i c a i d  program. T h e r e  is n o  i n d i c a t i o n  t h a t  thi s  h a s  in  a n y  

w a y  h a r m e d  m e d i c a l  a s s i s t a n c e  r e c i p i e n t s  o r  r e s u l t e d  i n  w i t h d r a w a l  o f  

p h a r m a c i e s  f r o m  p a r t i c i p a t i o n  as  m e d i c a l  a s s i s t a n c e  providers.

III. B a c k g r o u n d

T h e  g o v e r n o r  f i r s t  i n t r o d u c e d  l e g i s l a t i o n  f o r  t h e  a d d i t i o n  o f  c o v e r a g e  for 

p r e s c r i p t i o n  d r u g s  u n d e r  t h e  M e d i c a i d  p r o g r a m  i n  1985. If  th i s  l e g i s l a t i o n  

h a d  b e e n  a d o p t e d  t h e  s t a t e  w o u l d  h a v e  s aved a n  e s t i m a t e d  $ 4 . 5  m i l l i o n  t h a t  

c o u l d  h a v e  b e e n  c l a i m e d  in fe d e r a l  funds for t h o s e  years. Today, p h a r m a c y



PO
SI

TI
O

N
 

PA
PE

R/
be

pa
rtm

en
t o

f H
eal

th 
& 

So
cia

l S
erv

ice
s ■

rem a i n s  t h e  s i n g l e  s e r v i c e  p r o v i d e d  t o  M e d i c a i d  r e c i p i e n t s  f o r  w h i c h  the 

S t a t e  o f  A l a s k a  c a n n o t  c l a i m  f e d e r a l  m a t c h i n g  dollars.

Basic a l l y ,  f o u r  a r g u m e n t s  h a v e  b e e n  m a d e  a g a i n s t  a d d i n g  p h a r m a c y  s e r v i c e s  

to  t h e  M e d i c a i d  program:

Arg u m e n t :  "The M e d i c a i d  r u l e s  c o n c e r n i n g  p a y m e n t  f o r  d r u g s  w o u l d  c a u s e  

A l a s k a  p h a r m a c i e s  t o  los e  money".

Response: T h e  M e d i c a i d  r u l e s  c o n c e r n i n g  p a y m e n t  for d r u g s  w e r e  a m e n d e d  l a s t  

October. T h e  n e w  r u l e s  o f f e r  t h e  s t a t e  s u b s t a n t i a l  f l e x i b i l i t y  

i n c l u d i n g  i n c r e a s e d  f r e e d o m  f r o m  fe d e r a l  r u l e s  in  s e t t i n g  p a y m e n t  

r a t e s  for drugs. U n d e r  t h e s e  r u l e s  t h e r e  are t w o  c a t e g o r i e s  o f  

d r u g s  d e f i n e d  as follows:

1. M u l t i p l e  S o u r c e  D r u g s

T h e s e  d r u g s  a r e  c o m m o n l y  r e f e r r e d  t o  a s  "generic" drugs. T h e y  

a r e  t h e r a p e u t i c a l l y  e q u i v a l e n t  d r u g s  t h a t  c a n  b e  p u r c h a s e d  f r c m  

t h r e e  o r  m o r e  suppliers. T h e  H e a l t h  C a r e  F i n a n c i n g  

A d m i n i s t r a t i o n  (HCFA) p u b l i s h e s  a  l i s t  o f  t h e s e  drugs. T h e r e  a r e  

a p p r o x i m a t e l y  134 d r u g s  listed. F o r  t h e s e  d r u g s  o n l y  t h e  S t a t e  

c a n n o t  p a y  m o r e  i n  t h e  a g g r e g a t e  t h a n  a  d i s p e n s i n g  fee p l u s  a n  

a m o u n t  e s t a b l i s h e d  b y  H C F A  t h a t  is  e q u a l  t o  150 p e r c e n t  o f  t h e  

p u b l i s h e d  p r i c e  f o r  t h e  l e a s t  c o s t l y  t h e r a p e u t i c  equivalent. 

A c c o r d i n g  to  R e g i o n  X  HCFA, t h e  p a y m e n t  for t h e s e  d r u g s  i n  A l a s k a  

c o u l d  b e  i n c r e a s e d  i n  r e c o g n i t i o n  o f  t h e  c o s t  o f  s h i p p i n g  a n d  

handling. Further, i f  A l a s k a  c a n  s h o w  t h a t  t h e  l i s t e d  d r u g s  a r e  

n o t  a v a i l a b l e  a t  t h e s e  p r i c e s  w e  c a n  p a y  a  h i g h e r  p r i c e  u s i n g  t h e  

m e t h o d o l o g y  e s t a b l i s h e d  for t h e  s e c o n d  c a t e g o r y  o f  drugs, "ot h e r  

drugs".

B. O t h e r  D r u g s

T h e s e  a r e  a l l  d r u g s  that, a r e  n o t  c o n t a i n e d  o n  H C F A ' s  list. T h e  

S t a t e  p a y m e n t  f o r  t h e s e  d r u g s  c a n n o t  exceed, in the a ggregate, 

m o r e  t h a n  t h e  l o w e r  o ' t h e  e s t i m a t e d  a c q u i s i t i o n  c o s t  p l u s  a 

d i s p e n s i n g  fee o r  t h e  p h a r m a c i s t ' s  u s u a l  a n d  c u s t o m a r y  c h a r g e s  t o  

t h e  g e n e r a l  public. T h e  e s t i m a t e d  a c q u i s i t i o n  c o s t  c a n  be  

d e t e r m i n e d  t h r o u g h  a  v a r i e t y  o f  m e t h o d s .  O n e  m e t h o d  is to  o b t a i n  

a m o n t h l y  m i c r o f i c h e  o f  w h o l e s a l e  c o s t s  f r o m  t h e  p h a r m a c e u t i c a l  

d i s t r i b u t o r s  in  t h e  state.

T h e  d i s p e n s i n g  fee c a n  a l s o  b e  e s t a b l i s h e d  b y  s e v e r a l  methods.

O n e  m e t h o d  w o u l d  b e  t o  s u r v e y  A l a s k a  p h a r m a c i e s  t o  g a t h e r  c o s t  

d a t a  for d i s p e n s i n g  dru g s .  T h e  d i s p e n s i n g  fee m a y  a l l o w  for 

g e o g r a p h i c a l  d i f f e r e n t i a l s  a n d  d i f f e r e n t i a l s  in t h e  v o l u m e  o f  

b u s i n e s s  c o n d u c t e d  b y  t h e  pha r m a c i e s .

T h e  D e p a r t m e n t  is p r o p o s i n g  t o  e i t h e r  c o n t r a c t  w i t h  o r  h i r e  a 

p h a r m a c i s t .  T h e  p h a r m a c i s t ' s  r o l e  w o u l d  b e  t o  f irst w o r k  w i t h  t h e  

p h a r m a c i e s  t h r o u g h o u t  t h e  s t a t e  to d e s i g n  a  p r o g r a m  t h a t  w o u l d  b e
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l e a s t  d i s r u p t i v e  t o  t h e i r  b u s i n e s s e s  a n d  t h a t  w o u l d  e n s u r e  c o n t i n u e d  

a c c e s s  for M e d i c a i d  a n d  G R M  rec i p i e n t s .  T h e  p h a r m a c i s t  w o u l d  also:

E n s u r e  t h a t  A l a s k a ' s  p a y m e n t s  d o  n o t  i n  the a g g r e g a t e  e x c e e d  the 

fe d e r a l  limits;

S e t  p r i c e s  a b o v e  t h e  f e d e r a l  l i m i t s  for m u l t i p l e  s o u r c e  d r u g s  

t h a t  a r e  d o c u m e n t e d  as  n o t  a v a i l a b l e  i n  A l a s k a  at t h e  fe d e r a l l y  

l i s t e d  prices;

E s t a b l i s h  c o d e s  a n d  p a y m e n t s  for F D A  a p p r o v e d  c o m p o u n d e d  d r u g s  

(drugs w h i c h  a r e  n o t  c o n t a i n e d  in  a  n a t i o n a l  d r u g  c o m p e n d i a ) ;

W o r k  a s  l i a s o n  w i t h  H C F A  t o  e n s u r e  t h a t  a n y  f u t u r e  f e deral 

c h a n g e s  in M e d i c a i d  p a y m e n t s  f o r  d r u g s  a l l o w  s u f f i c i e n t  

f l e x i b i l i t y  f o r  A l a s k a  i m p l e m e n t a t i o n ;

W o r k  w i t h  p h a r m a c i e s  t o  e n s u r e  e f f i c i e n t  a n d  r a p i d  p r o c e s s i n g  o f  

c l a i m s  for payment.

Argument: "Many p h a r m a c i e s  w o u l d  n o t  p a r t i c i p a t e  in a d r u g  p r o g r a m  u n d e r  

M e d i c a i d " .

Response: I n  W a s h i n g t o n  S t a t e  1,156 p h a r m a c i e s  w h i c h  c o m p r i s e  95+% o f  t h e  

p h a r m a c i e s  in t h e  s t a t e  p a r t i c i p a t e  in the M e d i c a i d  d r u g  program. 

M o s t  s t a t e s  h a v e  l i t t l e  p r o b l e m  a t t r a c t i n g  p h a r m a c i e s  to  

p a r t i c i p a t e  in t h i s  program.

A r g u m e n t :  "Me d i c a i d  r e c i p i e n t s  w i l l  b e  f o r c e d  t o  u s e  g e n e r i c  d r u g s  w h i c h  

w i l l  r e s u l t  in l o w e r  q u a l i t y  care".

Response: T h i s  l e g i s l a t i o n  w i l l  h a v e  n o  i m p a c t  o n  c u r r e n t  p r a c t i c e

r e g a r d i n g  w h e t h e r  a  g e n e r i c  d r u g  is dispensed. B o t h  A l a s k a  a n d  

f e deral la w s  s t a t e  t h a t  a  g e n e r i c  d r u g  s h o u l d  b e  d i s p e n s e d  

w h e n  p o s s i b l e  (i.e. a v a i l a b l e  a n d  t h e r a p e u t i c a l l y  equivalent) b u t  

a r e  c l e a r  t h a t  t h e  u l t i m a t e  c h o i c e  a l w a y s  r e m a i n s  w i t h  the 

m e d i c a l  provider.

Argument: " A  l a r g e  n u m b e r  o f  A l a s k a n  n a t i v e s  w o u l d  c r o s s  o v e r  f r o m  u s i n g  

I n d i a n  H e a l t h  S e r v i c e  (IHS) p h a r m a c i e s  t o  u s i n g  n o n - I H S  

pha n n a c i e s ,  c o s t i n g  t h e  s t a t e  50 p e r c e n t  w h e r e  t h e  p r e v i o u s  

f i n a n c i a l  p a r t i c i p a t i o n  h a d  b e e n  zero".

Response: T h e  s h i f t  zal c o v e r a g e  f r o m  t h e  100% s t a t e  fun d e d  G e n e r a l

P r i e f  Mea. . r o g r a m  t o  t h e  50 p e r c e n t  f e d e r a l l y  funded 

M e d i c a i d  P r o g r a m  c a u s e d  n o  n o t i c e a b l e  i n c r e a s e  in u t i l i z a t i o n  b y  

natives. In t h e  D e p a r t m e n t ' s  e s t i m a t i o n  the m a j o r i t y  o f  n a t i v e s  

w h o  w i s h  t o  p u r c h a s e  d r u g s  at  n o n - I n d i a n  h e a l t h  f a cilities a r e  

a l r e a d y  d o i n g  so  t h r o u g h  t h e  G e n e r a l  R e l i e f  M e d i c a l  A s s i s t a n c e
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Program. T h e  s h i f t  in  f u n d i n g  s o u r c e s  f r o m  G R M  t o  M e d i c a i d  is 

u n l i k e l y  t o  h a v e  a n y  e f f e c t  o n  t h e  u t i l i z a t i o n  p a t t e r n s  o f  m o s t  

M e d i c a i d - e l i g i b l e  natives. I n  r u r a l  areas, t h e  IHS f a c i l i t y  o r  

c o n t r a c t o r  w i l l  r e m a i n  t h e  p h a r m a c y  o f  c h o i c e  b e c a u s e  i t  is 

e i t h e r  t h e  m o s t  c o n v e n i e n t  o r  t h e  o n l y  a v a i l a b l e  provider. In 

u r b a n  a r e a s  t h e  c r o s s  o v e r  h a s  a l r e a d y  o c c u r r e d  l a r g e l y  b e c a u s e  

IHS do e s  n o t  s t o c k  m a n y  o f  t h e  d r u g s  c o m m o n l y  p r e s c r i b e d  t o  a 

l a r g e  g r o u p  o f  t h e s e  recipients, IHS r u l e s  a n d  h o u r s  o f  o p e r a t i o n  

h a v e  a l r e a d y  m a d e  t h i s  a n  u n a v a i l a b l e  option, a n d  a n y  r e c i p i e n t  

w h o  w i s h e s  to c a n  a v o i d  r e s t r i c t i o n  b y  n o t  d e c l a r i n g  h i s  o r  h e r  

e t h n i c  heritage.

Conclusion:

T h e  D e p a r t m e n t  b e l i e v e s  t h a t  a  M e d i c a i d  d r u g  p r o g r a m  w i l l  c o n t i n u e  to  

r e s u l t  in  r e a s o n a b l e  p a y m e n t s  to p h a r m a c i e s ,  w i l l  n o t  d i s c o u r a g e  t h e  

p a r t i c i p a t i o n  o f  this p r o v i d e r  group, w i l l  n o t  e f f e c t  t h e  q u a l i t y  o f  

service, a n d  w i l l  n o t  r e s u l t  in the s t a t e  a s s u m i n g  c o s t s  f o r m e r l y  b o r n e  b y  

t h e  IHS. M o s t  importantly, the D e p a r t m e n t  c a n  a s s u r e  t h a t  t h e  a d d i t i o n  o f  

t h i s  o p t i o n  w i l l  r e s u l t  in a  s i g n i f i c a n t  a n n u a l  c o s t  s a v i n g s  t o  t h e  s t a t e  

w i t h o u t  c o m p r o m i s i n g  services t o  Alaskans.

IV. R e c o m m e n d a t i o n s

T h e  D e p a r t m e n t  r ecommends a m e n d i n g  S e c t i o n  5 t o  c h a n g e  t h e  e f f e c t i v e  d a t e  

fro m  J u l y  1 to  O c t o b e r  1, 1988. T h e  d e l a y  in i m p l e m e n t a t i o n  is n e c e s s a r y  

to  a l l o w  t h e  D e p a r t m e n t  ti m e  t o  a m e n d  t h e  M e d i c a i d  s t a t e  plan, p r o m u l g a t e  

a n d  a d o p t  regulations, c o n t r a c t  w i t h  o r  h i r e  t h e  pha r m a c i s t ,  a n d  e f f e c t  

c h a n g e s  in the clai m s  p r o c e s s i n g  system.

T h e  D e p a r t m e n t  stron g l y  r e c o m m e n d s  p a s s a g e  o f  H B  315 so  t h a t  the s tate m a y  

b e g i n  to re c e i v e  50 p e r c e n t  f e deral f i n a n c i a l  p a r t i c i p a t i o n  for p r e s c r i b e d  

d r u g s  t h r o u g h  the M e d i c a i d  Program. T h e  s a v i n g s  w i l l  b e g i n  to a c c r u e  to 

the S t a t e  in October, 1988.

R e c a r m e n d e d  b y : t  j L  V . J  C T -  C
K i m  Busch, D i r e c t o r  

D i v i s i o n  o f  M e d i c a l  A s s i s t a n c e

D a t e : ~ h

A p p r o v e d  by:

M y r a  l } . Munson, C o m m i s s i o n e r  

D e p a r t m e n t  o f  H e a l t h  a n d  

S o c i a l  S e r v i c e s

D a t e :  £  — ^L — 3  9
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F I S C A L  NO T E  ANALYSIS

HB 315

"An A c t  r e l a t i n g  to  p h a r m a c e u t i c a l  m e d i c a l  a s s i s t a n c e  for n e e d y  persons, 

a n d  p r o v i d i n g  for an  e f f e c t i v e  date"

FY 8 9  G o v e r n o r ' s  M e d i c a l  A s s i s t a n c e  Recruest

G F  Total

G E N E R A L  R E L I E F  M E D I C A L  R e q u e s t  9,380.4 9,380.4

C - 4  T r a n s f e r  t o  M e d i c a i d  [1,370.6] [1,370.6]

D e c r e m e n t  to  Remo v e  P h a r m a c y  f1,370.6] [1,370.6]

R E V I S E D  6,639.2 6 , 639.2

F E D  G E M  ProcrraT. T o t a l

M E D I C A I D  N O N - F A C I L I T Y  R e q u e s t  17,145.4 17,213.2 1 6 9 . 0  34,527.6

C-4 T r a n s f e r  frar. G R M  -0- 1,370.6 -0- 1,370.6

I n c r e m e n t  for F e deral 1 , 3 7 0 . 6  -0- -0- 1,3~0.6

REVISEI) 1 8 , 5 1 6 . 0  18,563.8 1 6 9 . C 37,268.8

W i t h  a m o v e  o f  p r e s c r i p t i o n  d r u g s  f o r  M e d i c a i d  r e c i p i e n t s  fr c m  the G e n e r a l  

R e l i e f  M e d i c a l  (GRM) C o m p o n e n t  t o  t h e  M e d i c a i d  N o n - F a c i l i t v  Component, 

M e d i c a i d  funds w o u l d  b e c o m e  a v a i l a b l e  at a 50/50 f e d e r a l  financial 

p a r t i c i p a t i o n  ratio. I h e  G o v e r n o r s  F Y  89 Ge n e r a l  R e l i e f  M e d i c a l  b u d g e t  

r e q u e s t  for T i t l e  X I X  p h a r m a c y  is $3,654.8. Thi s  f i s c a l  n o t e  assumes an 

O c t o b e r  1, 1988 i m p l e m e n t a t i o n  date.

T h e  n a t i o n a l  r a t e  o f  incr e a s e  for p r e s c r i p t i o n  d r u g  c o s t s  in 1987 a c c o r d i n g  

t o  t h e  U.S. D e p a r t m e n t  o f  L a b o r  w a s  8 %. Ebr p u r p o s e s  o f  this fiscal n o t e  

the D e p a r t m e n t  has a s s u m e d  8 % as t h e  a n n u a l  ra t e  o f  i n f l a t i o n  for 

p r e s c r i p t i o n  drugs.

M e d i c a l  A s s i s t a n c e  A d m i n i s t r a t i o n  - C l a i m s  P r o c e s s i n g

T h e  a d m i n i s t r a t i v e  c o s t s  e x c e p t  for the $14,000 fcr c o m p u t e r  p r o g r = - r i n g  

c h a n g e s  w i l l  n o t  be n e c e s s a r y  i f  t h e  i n c rement in t h e  G o v e r n o r 1s bud g e t  is 

a p p r o v e d  as introduced.

T r a v e l :

O n - s i t e  p h a r m a c y  r e v i e w s  for d i s p e n s i n g  fees, 

v a l i d a t i n g  a c q u i s i t i o n  c o s t s  for drugs, 510,000

m e e t i n g s  w i t h  the p h a r m a c y  association, a n d  

g a t h e r i n g  d a t a  for p r i c i n g  c o m p o u n d e d  drugs.



p h a r m a c y  ser v i c e s *

O n e  t i m e  f u n d i n g  for fiscal i n t e r m e d i a r y  t o

c h a n g e  c o m p u t e r  system, d o c u m e n t a t i o n  i n c l u d i n g

p r o v i d e r  m a n u a l s ,  cha n g e  the c o l l o c a t i o n  cod e

t a b l e  t o  s h i f t  e x p e n d i t u r e s  fror. G R M  t o  M e d i c a i d ,

c h a n g e  p r i c i n g  logic, a n d  add n e w  e d i t s  SI 4,000

O n - g o i n g  f u n d i n g  for fiscal i n t e r m e d i a r y  for 

B l u e  B o o k  u p d a t e  o f  a v e r a g e  w h o l e s a l e  p r i c e s  

i n t o  M M I S  c l a i m s  p r o c e s s i n g  s y s t e m  S 3,000

I n c r e a s e s  frar. f i s c a l  y e a r  t o  fiscal y e a r  a r e  p r o j e c t e d  a t  8 %.

* T h e  D e p a r t m e n t  p r o p o s e s  u s i n g  the s e r v i c e s  o f  a c o n t r a c t o r  t o  do  t h e  

i n i t i a l  w o r k  o f  d e s i g n ,  d e v e l o p m e n t , a n d  i m p l e m e n t a t i o n  o f  a M e d i c a i d  

p h a r m a c y  p r o g r a m .  Howe v e r ,  the D e p a r t m e n t  m a y  e l e c t  i n  s u b s e q u e n t  y e a r s  to  

se e k  l e g i s l a t i v e  a p p r o v a l  o f  a p e r m a n e n t  p o s i t i o n  for t h e s e  services.

S p a c e  R e n t  S1.25/sq. ft. X  200 sq. ft. 

C o m m u n i c a t i o n s  - L o n e  D i s t a n c e  a n d  P r i n t i n g

S 3,000

S 1,000

A d v e r t i s i n g  and P r i n t i n g S 1,000

S u p p l i e s : 5 1,500

T o t a l S117,500

F e d e r a l 558,750

S G F M 55 8,750
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M E M O R A N D U M

TO: S e n a t o r  Faiks

A l a s k a  S t a te  Se na t e

ATTN: J e n s  Z ehbe

FROM: M a u r e e n  W eeks

S e n a t e  A d v i s o r y  Council

DATE : M a r c h  25, 1988

S U B J E C T  SB 255; IR# 8 8 - 0 0 3 2 6 1

In a r e c e n t  m e m o  y o u  a ske d for statisti cal  d a t a on the typ e and n umb er  of 

b u s i n e s s e s  t h a t  sell p r e s c r i p t i o n  drugs in Alaska; w h e t h e r  A l a s k a  p har mac ies  

are p r e d o m i n a n t l y  small "m o m  and pop" o pe ra t i o n s  or l a rg e c ompa nie s; w h a t  

p e r c e n t a g e  o f p h a r m a c e u t i c a l  sales are M e d i c a i d  r eim bur sed ; and o t h e r  pe rt in en t  

data. I am r e s p o n d i n g  to t h e s e  q u e s ti o n s  in the o r d e r  in w h i c h  the y w e r e  

asked.

I. T HE  T Y P E  A N D  N U M B E R  OF P H A R M A C I E S  IN ALASKA.

1. Number.

T he  B oard  o f  P h a r m a c y  lists 125 in- sta te l ice ns es  e x p i r in g June 

30, 1988.

2. Type.

A f t e r  c o n s u l t i n g  wi t h  the p r e s id en t of the A l a sk a  Pha rmacy 

A s s o c i a t i o n ,  C h r i s  Coursey, I have d i v i d e d  the types o f  

p h a r m a c i e s  into chains, non- cha ins , f a c i l i t i e s  c o n t r a c t i n g  with 

n o n - c h a i n  p h a r m a c i e s ,  f ac il it i e s  c o n t r a c t i n g  wi t h  chain 

p h a r m a c i e s  and s t a te  and federal ph arm acies. T h e y  are listed on 

T a b l e  I below.
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T a b l e  1 sho ws that 24 percent o f  p h a r m a c i e s  are c h a i n  stores and 

50 p e r c e n t  are non-chain stores. W h en  f a c i l i t y  c o n t rac ts with 

n o n - c h a i n  p har mac ies  are i ncluded, 58 p e r c e n t  of Alaska's 

p h a r m a c i e s  are non-chain p ha rma cie s.

TABLE 1

T yp e s  and N um be r  of Alaska P h a r m a c y  Lic e n s es

Ty p e  of  l i c e n s e Number P e r c e n t of total 

(%)

C ha i n  D h a r m a c i e s : * 30 24

N o n - c h a i n  p h a r m a c i e s :  

F a c i l i t y  c o n t r a c t s  with

53 50

n o n - c h a i n  p h a r m a c y :  

F a c i l i t y  c o n t r a c t s  with

10 8

c ha in  p h a r m a cy : 2 2

F a c i l i t y  o w n s  pharm acy : 14 11

S ta te  p u r c h a s e s  p h a r m a c e u t i c a l s :  

Federal g o v e r n m e n t  p u r c h a s e s

3 2

p h a r m a c e u t i c a l s : 3 2

T o t a l : 125

S ourc e: A l a s k a  B o a r d  o f  P h a r m a c y

T h e  30 c h a i n  p h a r m a c i e s  are in the R a il b e l t  area and in Juneau. They 

i n c l u de  4 in F ai rba nks , 20 in Anchorage, 2 in K e n a i - S o l d o t n a ,  3 in Palmer- 

W a s i l l a  an d 1 in J un eau .

II. P E R C E N T  O F P H A R M A C Y  S A L E S  REIMBURSED BY M E D I C A I D

1. D i t t m a n  Poll. Dittman Re search is c u r r e n t l y  c o nd u c t i n g  a poll 

f or  the A l a s k a  Pharmacy A s s oc ia t i o n to d e t e r m i n e  w ha t percent of 

p h a r m a c e u t i c a l s  are Medicaid r e im bu rse d. T h e  poll will be 

c o mp l e t e  n ex t  week, according to  the a s s o c i a t i o n  president.
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I have a ske d for a copy for y o u r  office. Wh en  I receive it, I 

will se nd  it to you.

2. Informal survey. An informal t e l e p h o n e  s u r v e y  of a small number 

o f  p h a r m a c i s t s  was conducted f r o m  th is  office. The survey shows 

the f o l l o w i n g  estimates of M e d i c a i d - r e i m b u r s e d  p h a r m a ceu tic als :

Ca rrs  at Gambell in Anchorage: 1 8 -2 5 %

H e w i t t ' s  D r u g  in Spenard: 45%

Ron' s A p o t h e c a r y  in Juneau: 10%

W h i t e ' s  P h ar m a c y  in Sitka: 1 5-2 0%

3. M e d i c a i d  re im bu r s e me nt  in p h a r m a c y  c ont rac ts.  So"e private

p h a r m a c i e s  contract to p ro vi d e  p h a r m a c e u t i c a l s  to hospitals, 

) l o n g - t e r m  car e (including all P i o n e e r  Homes) and mer.tal health

^  f ac i l i t ie s.  Following are r e p o r t s  f ro m  two of t h e s e  pharmacies,

e> $p  s e l e c t e d  at random.

H e w i t t ' s  Drugs in S pen ar d.  O wn er  De n n i s Jurgens says 

H e w i t t ' s  contracts with t h e  A n c h o r a g e  P io n e e r  Home and with 

all t he  mental health i n t e r m e d i a t e  care faci lit ies  in 

A nc h o r a g e .  Jurgens e s t i m a t e s  tha t 45 perc ent  of his 

b u s i n e s s  is Medicaid r e i m b u r s e d .  (If the Pione er Ho m e  is 

n ot  counted, 30 % of H e w i t t ' s  b u s i n es s is Medica id. ) 

J u r g e n s  says chain s t o r e s  p r o b a b l y  a r en 't  interested in 

c o m p e t i n g  for high-volume M e d i c a i d  b u si n e s s  because it is 

too time -co nsu min g. He s a i d  a chain loo ke d at buy ing  him 

out and  dec lined for that reason.

W h i t e ' s  Pharmacy in Sitka. C o - o w n e r  T ri sh  White says the 

p h a r m a c y  contracts to t h e  S i t k a  P i o n e e r  Hom e w here 17 of 

t he  112 residents are M e d i c a i d  pati ent s. White est ima tes  

th a t  20 percent of the p h a r m a c y ' s  b u si n e s s  is M> M c a i d -  

r ei m bur sed . (If the P i o n e e r  Home is not counted, 15-20

p e r c e n t  of the pharmacy's b u s i n e s s  is M e d i c a i d  reimbursed.) 

T h is  is a "mom and p o p "  p h a r m a c y  (White co-owns the 

p h a r m a c y  with her husband). White says in the past two 

ye ar s,  the number of n o n - P i o n e e r  H o m e  M edi ca i d  clients 

u si n g  t heir  pharmacy h a s  double d. T h e r e  are two other

p ha r m a c i e s  in Sitka.

y <*>
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4. The  p r o p o r t i o n  of Medicai d r e c i p i e n t s  w ho  use M e d i c a i d  each 

month. N an c y  B e nne tt of the D e p a r t m e n t  of  He alt h and Social 

S e r v i c e s  r ep o r t s  there are 2 5 , 0 0 0  M e d i c a i d - e l i g i b l e  A l a s k a n s  and 

that out of these, 36 p er c e n t  (about 9,000) use M e d i c a i d -  

r e i m b u r s e d  pha rma c e ut ic al s .  T h i s  is a bo ut  two p e rc e n t  of  the 

A l a s k a  p o p u l a t i o n  of 537,800.

III. O T H E R  P E R T I N E N T  DATA.

1. Income o f p ha rm a c i s t s

A. W a g e s  paid to registered p h ar m a c i s t  employ ees . T h e  A l a s k a  

C a r e e r  In for mat ion  System, p u b l i s h e d  in 1987 by th e A la s k a  

D e p a r t m e n t  of Labor, s u rv ey ed  p h a r m a c i s t s  for a r e p o rt  on 

w a g e s  paid to Alaska pha rma ci st s .  The r esu lts  are on Table 

2 below.

TABLE 2

W a g e s  Paid to A l a s k a  P ha rm a c i s t - E m p l o y e e s  -- 1987*

Level A v e r a g e  per  month Range p e r  month

($) ($)

E nt r y  wage: 2,900 2 , 4 0 0 - 3 , 1 0 0

A f t e r  2 yea rs: 3, 20 0 2 , 9 0 0 - 3 , 4 0 0

M a x i m um : 3 , 3 0 0 - 3 , 7 0 0

Source: A l a s k a  D e p a r t m e n t  of L abor

* T h e r e  a re  a bout  220 l i c e n s e d  pha rma cis ts in Alaska . A bo u t  25%  are self 

e m p l o y e d .
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B. Income of s e l f - em plo yed  p h a r ma ci st s .  Fo l l ow in g are t hre e 

ex amples of income r ep o r t e d  e a r n e d  in n o n - c h a i n  p ha r m a c ie s:

1) Ron's Apothecary, Ju ne au . C o - o w n e r  Ron S e d g w i c k  is a 

v o l u n t e e r lob byi st for p h ar m a c i s t s  and f or m e r l y  w as  on 

cont rac t with the D e p a r t m e n t  of H e a l th  and Social 

Services. He r e p o r t s  his p h a r m a c y  n e t t ed  S 5 2 ,000 in 

1987, after e xpe ns es  and b efo re  wages. S e d g w i c k  and 

his wife, both p ha r m a c i s t s ,  are the o n l y  emp lo y e e s . 

S e d g w i c k s?yz b e t w ee n them, they  w o r k  100 hours a w e e k  

and mak e $10 an h ou r  each.

2) A S o u t h e a s t  A l a s k a  p h a r m a c y  (not in J u ne au ) .  

This p har mac y r e p or ts  a net p ro fi t  of $ 4 3 , 6 59  in 1987. 

It is a "mom arid pop" p harmacy, ow ned  by a h us b a n d  and 

wife pharmacist. T h e y  e r t i m a t e  t h e y  earn $ 5 . 2 5  an 

hour. (The p h a r m a c i s t  asked to re ma in  an o n ym ou s. )

3) An An ch or ag e  phar mac y. Th e o wn er  says over the past 

ten y ear s he has b ro k e n  even. Last y e a r  he e ar n e d  

$ 42 , 0 0 0 and the b u s i n es s  m a d e  a p r o f it  of $ 1 5 , 0 0 0  

after paying o t h e r  e m p l o y e e  wages. He said he w o r k s  

10-12 hours a d a y  and c ou ld  make the same w a g e s  at a 

chain store in an e ig ht  h ou r  d a y  w i t h  less h ea dac he.  

He r e ce nt l y  sold his busi nes s.

C. The price of ph a r m a ce ut ic a l s .

B a c k g r o u n d . P ha rm a c i s ts  say t h er e  has been an i n fl ux  of 

e xp ens ive  drugs on the m a r k e t  in the las t t wo year s. T h e y  

say this impacts t he ir  b u s i n e s s  b eca use  c o m p e t i t i o n  for ces  

th e m  to use a "s liding scale" p ro fi t  marg in,  m a k i n g  less 

ma rgi n on e xp en siv e drugs. S t a t e  o f f ic ia l s  say the co st  of 

Me dic aid  p h ar m a c e u t ic al s to the  St ate  inc re as e d  by $1 

mi ll io n  in the past t wo years.

1) The avera ge c ost o f  p r e s cr ip t i o ns . In 1973, the 

aver age  cost to the  c o n s u m e r  of  p h a r m a c e u t i c a l s  

stat ewi de was $7. In 1985, the a ver age  c o s t  of 

p h ar m a c eu ti ca l s  w as  $16 at M c C o r k l e ' s  P h a r m a c y  and 

$18.67 at Ron's A p o t h e c a r y  (both stores are in
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Juneau). T o d a y  the a v er ag e  cost of p r e s c r i p t i o n  d ru gs  

at Ron's A p o t h e c a r y  is S25.61. M c C o r k l e ' s  went  out of 

bu si n e s s  in 1985. (Source: S edgw ick ).

2) E x p e n si ve  p r e s c r i p t i o n  drugs. T a b l e  3 shows the

w h o l e s a l e  pri ces  of c e r t a i n  c o s t l y p r e s c r i p t i o n  drugs. 

The prices we r e  p r o v i d e d  by p h a r m a c i s t s  d u r i n g  

t e l e p h o n e  c on v e r s a t i o n s .

T A B L E  3

W h o l e s a l e  Price of C er t a i n  C o st ly  P r e s c r i p t i o n  D rugs -- 1988

Na m e  of d r u g  Cost per m o n t h  Q u a n t i t y

(S)

N a v a n e  (a p s y c h o t r o p h i c  drug): 143 200

L ox it an e  ( f o r  mental health patien ts) : 102 100

T a g o m e t  (for u l c e r s ) : 64 100

M e v a c o r  ( a n t i - c h o l e s t e r o l ) 90 bottl

A Z T  (AIDS) 1,000 ?

Note: The A Z T  cos t was e s t i m a t e d  by R. Se dgw ick .

3) I ncreases in cost of  p ha rm a c e u t i c a l s .  The  n a t i o n w i d e  

cost incre ase  in p h a r m a c e ut i c a l s  b e t w e e n  1986 and 1988 

is as follows:

Co s t  to d r u ggi st:  8 %  incre ase

C o s t  to co nsumer: 18% incre ase

Two e x p l a n a t i o n s  have been a dva nc ed  to e x pla in this

di scr e p a nc y:

(a) Chris Coursey, p r e s i d e n t  of the A l a s k a  P h a r m a c y  

Assn., s p ec ul a t e s  tha t the d i s c r e p a n c y  r e f l e c t s

w h a t  p a y i n g  c u s t o m e r s  are c h a r g e d  to make up for 

the federal g o v e r n m e n t ' s  fi xed  d i s p e n s i n g  fee 

policy.



Ron Sedgwick, p h a r m a c i s t  l o b byi st,  says the 

d i s c r e p a n c y  r ef le c t s  the r e c e n t  influx of new, 

ex p e n si ve  drugs. He po in ts  to his own pro fit  

margin, w hich fell f r o m  5 1 . 9 %  in 1985 to 3 7 %  in 

1 9 8 7 ,  w h i l e  t h e  a v e r a g e  p r i c e  o f  t h e  

ph arm ac eu t i c a ls  he sold rose f r o m  $18.67 in 1985 

to $25.61 in 1987. S e d a w i c k  savs his m a r g in ^fe-1 1 

beca use  the m a r k e t  p lac e will not allow a 50% 

m a r k u p  on e x p e n s i v e  drugs.

(Note on markup: H e w i t t' s  D ru g  in A n c h o r a g e

marks its p r e s c r i p t i o n  d r u g s  up an aver age  28 to 

29 percent. D e n n i s  J u r g e n s  says that some 

A n c h o r a g e p ha rm a c i e s  have h i g h e r  markups.)

2. Pha rma ci s t s '  o bj ec t i o n s  to SB 255.

A. "A fixed fee concept will not w o r k  on a prc*it m ar g i n

sy st e m . "  Ph arm aci sts  s ay p h a r m a c i e s  will get a low er 

return, f o rci ng the m to do one o f  t hr e e  t h ing s: 1. C h a r g e

m o r e  to p ay i n g  customers. 2. Go ou t o f  business. 3.

S t o p  serving Med i c a i d p at ie nts . P h a r m a c i s t s  obj ect  that 

t h e y  are the only retail m e r c h a n t s  a s k e d  to supp ort  the 

federal government.

T h e  D ep a r t m e n t  of Health and Social S e r v i c e s  says a f ixed 

d i s p e n s i n g  fee is adequate. W h y  s h o u l d  a p ha r m a c i s t  w ho  

t ak es two bott les  -- one e x p e n s i v e  and one i n e x p e n s i v e -  

out of a box and gives t h e m  to c u s t o m e r s  be paid m o r e  for 

h a n d i n g  ove r the e x p e ns iv e  b ot t l e ?  R em e mb e r  tha t the 

p h a r m a c i s t  is alrea dy paid fo r the cos t o f  the drug. The

D e p a r t m e n t ' s  2/2/ 88 p o s i ti on  p a p e r says t here is "no

i n d i c a tio n" federal M e d i c a i d  c o v e r a g e  in o th er  states has 

" r e s u l t e d in withdrawal o f  p h a r m a c i e s  f r o m  par t i c ip at io n " .

B. "Small p har mac ies  were f orc ed  out o f  bu sin ess  wh e n  the 

federal g o v e r n m e n t  t oo k o v e r  M e d i c a i d  pay men ts for 

p h a r m a c e u t i c a l s  in the late  6 0's and early 70's." 

V i r t u a l l y  e ve ry  Ala sk a p h a r m a c i s t  i n t e r v i e w e d  said the 

p r o fes sio nal  jo urn als  w e r e  full o f  "horro r st ories"
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(b)
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r e c o u n t i n g  the " d e v a s t a t i o n  to M o m  and Pop p h a r m a ci es " 

a ft er  the federal switch o v e r  in the L o w e r  48.

My  e ff or t s  to c he ck t h e s e  a s s e r t i o n s  w i t h  the National 

A s s o c i a t i o n  of Retail D r u g g i s t s  as well as the e x e c u t i v e  

d i r e c t o r s  of  p h a r m a c y  a s s o c i a t i o n  in o t h e r  states have been 

u n s u c c e s sf ul  b ec a u s e  t ho se  w i t h  hi sto ri ca l p e r s p e c t i v e  are 

all in an annual m ee t i n g  in P h oen ix this  week. I will have 

m o r e  i n f o r m a t i o n  on this later.

C. P h a r m a c i s t s  are being a sk pJ to buy a "pig in a poke". 

P h a r m a c i s t s  say they do not w an t to put t h ei r  irr.crimatur on 

a plan th e y  h a v e n 't  seen. T h e y  say the S ta t e  has not set a 

fixe d d i s p e n s i n g  fee or d e t e r m i n e d  h ow  the base c o s t  w o u l d  

be cal cul ate d.

The D e p a r t m e n t  has i n cl ud e d  funds to hire a p h a r m a c i s t  

c o n s u l t a n t  to des ign  a p ro g r a m  t h at  w oul d be least 

d i s r u p t i v e  to pha rma ci st s .  A D e p a r t m e n t  official two y ea r s  

ago told p h a r m a c i s t s  the fixed d i s p e n s i n g  fee w o u l d  be 

about $5.

D. "The r e i m b u r s e m e n t  pr ice  on  e x p e n s i v e  items could be less 

tha n the  w h o l e s a l e  c ost o f  the p r o d u c t . "  Pha rm ac i s t s say 

on e p o p u l a r  m e t h o d  used in the W e s t e r n  S ta t e s  to d e t e r m i n e  

base cost  is " Ave rag e W h o l e s a l e  Price" m in u s  an 11 p e rcen t 

d i s c o u n t  (for bulk buying ) OR the p h a r m a c i s t ' s  usual and 

c u s t o m a r y  p r i c e  -- w h i c h e v e r  is lower. T h e y  say this is 

u n w o r k a b l e  b e c a u s e  small A l a s k a  p h a r m a c i e s  do not get  a 

d i s c o u n t  for b u l k  buying. T h ey  c ite as an e x amp le a bot tle  

cf Mevcor, an a n t i- c h o l es te ro l  drug, w h i c h  c osts the 

p h a r m a c i s t  $90  a b ot t l e  w ho le sa l e .  At a 11 p er c e n t  

di sc ou n t ,  th e r e i m b u r s e m e n t  w o u l d  be $80.10 plus a 

d i s p e n s i n g  fee. If the d i s p e n s i n g  fee wer e $5, the 

p h a r m a c i s t  w o u l d  be paid $ 8 5 . 1 0  -- w h i c h  is less th a n  the 

p r o d u c t  cost him.

E. " A l a sk a is u nique."

1) D i s t a nc e  fro m the m a r k e t  for ces  A l a s k a  p h a rm ac i s t s to 

s to ck  i n v e n t o r y  for  two w e e k s  in o r de r to h ave a 

supply. T r i s h  White, c o - o w ne r  o f  W h i t e ' s  P h a r m ac y  in 

Sitka, sa i d  A l as ka  p h a r m a c i e s  m u s t  s t oc k  an i n v e n to ry  

two to t h r e e  times t h a t  of p h a r m a c i e s  in the L o we r 48. 

She m a d e  that e s t i m a t e  a ft e r  a t t e n d i n g  a P ha rm a c y  

M a n a g e m e n t  Clinic at th e U n i v e r s i t y  o f  N orth C a r o l in a



in Chapel Hill this y ear. She  said t hat c o m pa re d to 

L o w e r  48 pharmacies, h er  p h a r m a c y ' s  t u r n - o v e r  rate is 

" a m a z i n g l y  low". If p h a r m a c i e s  in L ow e r  48 cities 

d o n ' t  have a bottle on the sh elf , "they can run ove r 

to a chain store and get  it," she  said. " We can't."

A l a s k a  pharmacists h ave to p a y  h igh f re ig h t  costs, 

w h i l e  those in the L ow e r  48 h a v e  l o w  t r u c k i n g  costs. 

A small box of p r e s c r i p t i o n  d r u g s  c o st s $10 t h rou gh 

the mail ( ph a r m a ce u t i c a l s  are  m a i l e d  to keep the 

p r o d u ct  fresh). W h i t e  says t h a t  th e p 1 licy in her 

s t o r e  is to absorb t he air  mail or Go l d  S t r e a k  cost if 

the p harmacy must special o r d e r  a d r u g  w h i c h  is 

n o r m a l l y  stocked.

Rural paying c u s t o m e rs  m a y  be c h a r g e d  mo r e  for drugs. 

El e v e n rural towns in A l a s k a  hav e o n l y  one p ha rm ac y  

(list attached). P h a r m a c i s t s  c o n t e n d  that  under the 

n ew  plan, paying c u s t o m er s  will s u r el y  be c har ged  more  

in one -ph ar ma c y  t ow ns  to m a k e  up for losses from 

Medi cai d, there being no local c o m p e t i t i o n  to keep the 

p r i c e s  down.

Rural areas may be l e f t  w i t h o u t  M e d i c a i d  s erv ice  -- or 

w i t h o u t  a pharmacy. P h a r m a c i s t s  c o n t e n d  that in the 

12 o ne - p h a r ma cy  towns, p h a r m a c i s t s  m a y  be forced by 

e c o n o m i cs  to stop s er v i n g  M e d i c a i d - r e i m b u r s e d  clients. 

T h o s e  pharmacists w h o  feel an ethical o bl ig a t i o n to 

c o n t i n u e  serving M e d i c a i d  c l i e n t s  m a y  be forc ed out of 

business, leaving the e n t i r e  t o w n  w i t h o u t  a pharmacy.

R e g i o n  X is u n w i l l in g  to c o n s i d e r  a l te rn a t i v e 

suggestions. P ha r m a c i s t s  c o n t e n d  tha t Reg ion  X does  

no t appear willing to a c c ep t  a l t e r n a t i v e s  put forth by 

ph arma cis ts,  both in A l a s k a  and o t h e r  states.

P ha rma cis ts say Hawaii, w h i c h  has p r o b l e m s  of d is t an c e  

s i m i l a r  to Alaska's, has t r i e d  t wi ce  to m o d i f y its 

M e d i c a i d - r e i m b u r s e m e n t  pl a n  (the l at e s t  t ry  was this 

ye ar) , with no luck. A  l o n g - t i m e  O r e g o n  p ha r m a c is t

and consult ant  agrees. Stan H a r t m a n  o f  B e a v er to n  says

R e g i o n  X is con cer ned  a bou t " s o v i e t i z i n g "  the M e di c a i d 

p h a r m a c y  plan, but t ha t  if the  S t a t e  is "firm" and has 

b a c k  up in the law, it can p r o v e  the l e g a l i t y  of  a 

p r o p o s e d  a l t er nat ive  and go  b a c k  to national

h ea dq ua r t e r s to force R e gi o n  X to a c c e p t  the plan.
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3. An a l t e r n a t i v e  suggestion. In a r e c e n t  t e l e p h o n e  c on ve rsa tio n, 

Stan Hartman, an Oregon p h a r m a c i s t  arid a u t h o r  of ar tic les  in 

t ra de journals, re com men ded  tha t A l a s k a  use a plan in p la ce  in 

his state. This plan is the P h a r m a c i s t s  S e r v i c e  G ro up . *  It has 

been in place for  four y e a r s  and s el ls its s e r v i c e s  to i n su r a n c e  

c o m pa n i e s  to fulfill hea lth  plans. Th e g r o u p  c omp ete s w i t h  

national c om pa nie s prov idi ng s i m i l a r  s e r v i c e s  in Oregon. T h e s e  

c o m p a n i e s  use a payment plan  s i " ' l a r  to th at  used for M e d i c a i d  

re imb ur s e m e n t:  an average w h o l e s a l e  p r i c e  less II percent, plus

a S 2 . 7 0  d i s p en s i n g  fee. But t he  P h a r m a c i s t s  S e r vi ce  Gro up uses 

a u s u a l - a n d - c u s t o m a r y  c h a r g e pl a n  w i t h  a cap at the 90 t h  

p e r c e n t i l e  (the payment is not m o r e  t han that  char ged  by 90 

pe rcen t of pa rticipating p h a r m a c i es ).

In 1987, the plan had 10,000 r e c i p i e n t s ;  it has added the O r e g o n  

S tate Em ployees as well as o t h e r  o r g a n i z a t i o n s  and will n u m b e r  

o ver 1 50, 000  recipients next year.

Why the plan is "better", a c c o r d i n g  tn H artman:

A. The plan saves more m o n e y  t ha n  a d i s p e n s i n g  fee system.

B. P h a rm ac i s t s  on this p lan s h o w  a h i g h e r  use of g ene ric  d ru gs  

than pharmacists on c o m p e t i n g  f i x e d - f e e  plans.

C. T h e  plan cuts down on d rug c o s t s  by a l l o w in g  up to a 9 0 - d a y  

s u p p l y  (Alaska has a 3 0 - d a y  s u p p l y  system, in o r d e r  to 

re d u c e co nsu mer  abuse.) A u d i t s  s h o w  th at  a 90-d ay s u p p l y  

of one drug sold for $47 w h i l e  t h r e e  3 0 - d a y  sup plies of the  

same drug cost $19 more. T h e  d e c r e a s e d  c os t was the r e s u l t  

o f  the econom y of scale plu s l o w e r  a d mi n i s t r a t i v e  costs. 

U n d e r  a fixed fee system, p h a r m a c i s t s  are e nc o u r a g e d  to 

d i s p e n s e  smaller amounts o f  the d ru g in o r d er  to reap m o r e  

d i s p e n s i n g  fees.

I n f o r m a t i o n  about this plan was s u p p l i e d  by H a r t m a n  and by l ob b y i s t  

R o n  Sed gwi ck.  The plan's state d i r e c t o r  was out o f  the of fi c e  t hi s  

w e e k  and I was  unable to c o n tac t him. I will c o n t a c t  him next w e e k  

f o r  w r i t t e n  i n f o rm ati on on his plan  and w h e n  it arrives, 1 will send 

it to  y o u r  office. Should yo u w i s h  to c o n t a c t  h i m  you rse lf,  his n a m e  

is R o b i n  Richardson, 503-585-4887. T h e  p la n' s  d e s i g n e r  is Dr. Lee 

S t r a n d b e r g  o f  the School of P h a r m a c y  at O r e g o n  S t at e  University. His 

t e l e p h o n e  n u m b e r  is 503-754-3424.



Se na to r  Faiks 

M ar c h  25, 1988 

Page 11

D. The O r e g o n  plan uses a " c o - p a y s "  s y st em  (the r e c i pie nt pays 

a fee w h e n  the p r e s c r i p t i o n  is pic ke d up). The aim is to 

r e d u c e  u til iz a t i o n.  (In A l a s k a,  the Bristol Bay Ho spital, 

w h i c h  buys its d rugs t h r o u g h  the Pu b l i c  Health Service, 

r e q u i r e s  a fixed p ic k - u p  fee of $10.) See Table 3.

T A B L E  3

A m ou n t  c h a r g e d  c u s t o m e r  c o mp a r e d to the a v e r a g e  per c a p it a p re s c r i pt io n 

cost u n d e r  th e O r e g on  P h a r m a c i s t s  S e r v i c e  G r o u p  plan

A m o un t  c o - p a i d  

for p r e s c r i p t i o n

Percen t of 

u ti l i z a t i o n  

(%)

A v e r a g e  p er capi ta amount 

spent m o n t h l y  on p r e s c r i p t i o n  

(S)

$2 .00 57.5 $4.90

$2 .50 48.6 $4.72

$3.00 38.9 $3.19

$4 .00 32.4 $2.18

$5 .00 35 .6 $ 1. 75

Source: Ro n S e d g w i c k

E n c l os e d  for y o u r  i n f or ma t i o n is a p o s i t i o n  p a p e r by Ron S e d g w i c k  

e x p l a i n i n g  t h es e  and o t h e r  p h a rm a c i s t  o b j e c t i o n s  in detail. Als o e ncl os ed  are 

the bil l's  fiscal note and a 2/2/8 8 p o s i t i o n  p a p e r  by the D e p a r t m e n t  of H e a l t h 

and Social S er vi ce s  e n t i t l e d  "SB 255". O t h e r  e n c l o s u r e s  incl ude  a list of 

p os s i b l e  r e i m b u r s e m e n t  s c h e m e s  p rop o s e d  !by p h a r m a c i s t s  Ron S e d g w i c k  of J u n e a u  

and Bill L a r s o n  o f  A n c h o r a g e ;  the D e p a r t m e n t  of Labor list of  p h a r m a ci st - 

e mp l o y e e  s a l arie s; a l i s t  of  A l a s k a  t own s w i t h  a si ngl e phar mac y; the Federal 

R e g i s te r  w i t h  an e x p l a n a t i o n  of  n ew  M e d i c a i d  r e g u l a t i o n s  c o n c e r n i n g  

p h a r m a c e u t i c a l s ;  and t h e  Board of  P h a r m a c y  lis t o f  p h a r m a c y  lic enses w h i c h  

e xp ir e in J u n e  of 1988.

If y o u  r eq u ir e  a d di ti on a l  i nfo rmation, p l e a s e  let me know.

A t t a c h m e n t s




