
Lack of transparency in MAC and reimbursements 
drives up costs for pharmacies and payors. 

Pharmacy benefit managers (PBMs) dictate  
reimbursement amounts, including the maximum  
allowable cost (MAC) on generics. How that list and 
its pricing are determined is a mystery, and updates to 
reimbursement amounts lag significantly. It’s a delay  
that costs plan sponsors and forces pharmacies to  
dispense medication at a cost to them that is not fully 
reimbursed. Distortion and confusion around PBM  
pricing increases the cost of prescriptions to the  
healthcare system as a whole. 

“Clawbacks” increase the prescription price 
that patients pay.
 
Patients expect that their “copay” covers a portion of  
the prescription cost shared by their healthcare plans, 
whether fixed or a percentage of the cost of the drug. When 
the usual and customary (U&C) cost of a drug is lower than  
a patient’s copayment, PBMs force pharmacies to charge  
the patient the full copayment anyway—later clawing back 
the overage from the pharmacy and keeping it. Pharmacists 
are typically precluded by contract from both telling the 
patient that they could pay less if they paid with cash  
and from charging the U&C price. 

“DIR fees” mean pharmacies are not being  
fairly reimbursed for their services and the 
medications they dispense. 

Although the original intention of the innocuous-sounding 
“DIR” (direct and indirect remuneration) fees was to track 
rebates and pass them along from PBMs to CMS, along  
the way they have morphed into another cash cow for 
PBMs. Pharmacies must pay-to-play while PBMs take back 
a portion of the reimbursement months after the fact. As a 
result, pharmacies often lose money on prescriptions and 
struggle to grasp their profit picture.

DIR fees are costly for Medicare patients and 
taxpayers alike. 

A Medicare patient’s copay is attributed to that patient’s 
coverage limit. Even when DIR fees and rebates reduce the 
full price of a drug, the patient is charged the full amount 
while the PBM pockets the rest. When that copay is a 
percentage of the cost of the medication instead of a fixed 
amount, patients are pushed into the “donut hole” much 
faster, increasing the number of Medicare participants in  
so-called catastrophic coverage territory—paid for by  
tax dollars. 

How do PBM practices impact a patient’s 
prescription price?

Instead of the patient paying the lowest possible copay,  
they are paying whatever the PBM adjudicates it as. As a 
result of this practice, not only do prescriptions cost more 
each time they are filled, they also add up faster, speeding 
patients to the “donut hole.”

In randomized data pulled from one of our 17 retail 
pharmacies, four Part D patients* paid the following extra 
amounts directly into the pocket of the PBM:

1. Andrew: $447.01
2. Betsy: $375.53
3. Carol: $242.76
4. David: $560.88

*Names have been changed to protect the privacy of individuals; Part D patients 
  from January 2016 through August 2017 covered by Caremark, the only PBM 
  that releases individual DIR fee data.

PBM monopolies curtail consumer choice. 

When healthcare plans—or powerful PBMs that own chain 
or mail-order pharmacies—push patients to pharmacies of 
their choosing, competition is reduced and costs go up. For 
patients in rural areas, those with conditions requiring an 
extra level of patient care or education, or those for whom 
English is a second language, being forced to travel to a 
pharmacy of their plan’s choosing (and not their own) can 
negatively influence their care. Patients should be able to 
choose “any willing pharmacy” to meet their needs.

Why is Transparency
So Important? 


