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By Sharon Brooks
Business Editor

As Americans desperate for fair 
pharmaceutical prices caravan to 
Canada, local pharmacists are also 
struggling to pay the high price of 
doing business with drug companies 
and middlemen all after their piece 
of the proverbial pie. 

Pharmacist and businessman Lar-
ry Plunk of King’s Pharmacy says he 
recently sold two of his pharmacies, 
not because business was bad, but 
because unchecked pharmacy bene-
fit managers (PBMs) are too often 
absorbing an unfair portion of poten-
tial profits, sometimes leaving fami-
ly pharmacists to pay out-of-pocket 
for filling prescriptions. 

“A PBM is a pharmacy benefit 
manager… also called a PBA, a 
pharmacy benefit administrator,” 
described Plunk. 
“They adminis-
ter pharmacy 
benefits for 
insurance com-
panies. Insur-
ance companies 
go out and they 
write you a poli-
cy, (for example) 
you want pre-
scription drug 
coverage. So, 
they’ll use a 
PBM to manage 
that drug cover-
age.”

The PBM then 
negotiates the 
price for the 
drugs, charging 
its own fee for 
that service, 
which is ulti-
mately realized 
in the final price 
of the product. In 
effect, Plunk summarized, “PBMs 
control what pharmacies are paid for 
prescriptions.”

“What these PBMs do, there’s no 
regulation on them at all,” he contin-
ued. “They’re free will. They do 
whatever they want to do.”

Because of that, he explains, phar-
macists may end up making nothing 
– or less than nothing – in some 
instances. 

According to Plunk, the PBMs 
negotiate contracts with individual 
pharmacies or with a pharmacy ser-

vices adminis-
tration organiza-
tion (PSAO), 
which are inter-
mediaries that 
operate between 
smaller pharma-
cies and PBMs. 
Plunk explains 
that when phar-
macists fill a 
prescription they 
must “adjudicate 
it via the inter-
net.” That means 
the pharmacist 
transmits a 
description of 
the prescription 
to the PBM, and 
the PBM then 
tells the pharma-
cist what to 
charge pharmacy 

customers for co-pays and what the 
pharmacy will be paid. But not all 
pharmacies are paid equally and 
consumers often end up paying the 
price.

While the business started off 
innocently enough in the early ’70s, 
says Plunk, over time, the once rea-
sonable rates charged by PBMs bal-
looned as they were bought out by 
large companies and corporations. 

“A lot of the PBMs went to big 
companies,” he recalled. “CVS 
bought Caremark, so CVS Caremark 

is their PBM. It’s one 
of the largest in the 
country.”

The profits larger 
pharmacies and their 

Family pharmacies fight for survival 

‘What these PBMs (Pharmacy Benefit 
Managers) do, there’s no regulation on 
them at all. They’re free will. They do 
whatever they want to do.’
           – King’s Pharmacy’s Larry Plunk

Piece of the pill

Larry Plunk

See PILLS on page 6A
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PBMs see through mail order phar-
macies are even more streamlined, 
says Plunk.

“They own the drugs, they own 
the insurance, they own the PBM, 
they own everything – even the pre-
scriber.”

He includes the “prescriber,” 
meaning the physician writing a pre-
scription, because companies who 
manufacture the drugs choose what 
products to make available, what 
quantities to distribute and even the 
dosage of the drugs in question, giv-
ing doctors very few dosages to 
choose from in some cases. 

Another pharmacist suggested 
that sometimes, when clients have 
difficulty filling prescriptions at 
larger pharmacies, it could be 
because the PBM has not worked out 
a deal on that specific drug and are 
trying to influence the doctor or 
patient to request a similar drug for 
which the PBM has already negoti-
ated. Or, he proposes, manufacturers 
could be creating a shortage of a 
certain product to inflate the price.

“It’s all about money,” he said. 
Plunk agrees, adding, “There are 

rebates on the back side of all that. 
There are rebates from manufactur-
ers that go back to the PBM that 
really should go back to the consum-
ers – but the PBM puts it in their 
pocket.”

The breakdown Plunk’s fellow 
pharmacist describes, displayed in 
an infographic created by Pharma-
cists United for Truth & Transpar-
ency (PUTT), shows enormous pro-
portional differences in the amounts 
charged at each level of a drug’s 
distribution. 

“If you look at the breakdown of a 
$600 vial of insulin – round numbers 
– $130 goes to the manufacturer. 
Then, $420 goes to an insurance 
PBM company for setting up con-
tracts, for saying who gets what and 
when they get it – pushing paper. 
Then, of the $600, only $7 goes to 
the provider, the pharmacy,” he esti-
mated. “Think about the percentage 
and you will understand how razor 
thin our margins are. Out of that $7, 
we have to pay all of the pharmacy 
personnel, all of our bills. It’s crazy. 

“How does a manufacturer set a 
cost on a drug? It’s really within 
their purview to say the manufactur-
ing process costs ‘x.’ But, then as 
you go through of the rest of the 
middlemen and look at the distribu-
tion of costs on this bitter pill, where 
does the cost lie? How much does 
paper cost to push?”

“And then the PBMs came up 
with this DIR fee – Direct and Indi-
rect Remuneration,” said Plunk. 
“Nobody knows how they get their 
numbers.”

According to watchdog group 
pbmwatch.com, “DIR is a cover-all 
term that covers the monies that a 
Medicare Part D plan/PBM may col-
lect to offset member costs.”

Recently, explains the group, 
PBMs have begun expanding DIR 
fees for commercial plans, as well, 
causing additional consternation to 
pharmacists already struggling to 
stay competitive. 

Plunk says the DIR fees are sup-
posed to be assessed based on a 
pharmacy’s performance, which the 
PBM rates using multiple factors. 

“They use what they call a five-
star rating,” said Plunk. “They took 
five different categories… and based 
on that performance, they’re going 
to assess a DIR fee. The lower you 
score, the higher your DIR fee.”

And the fees are not immediately 
assessed and charged to pharmacies, 
so, at the time of a customer’s pur-
chase, the pharmacies do not even 
know what DIR fees they will ulti-
mately have to pay or when they 
may be expected to pay them.  

“It doesn’t happen at the point of 
sale and it doesn’t happen with a 
particular drug that is being assessed 
in the DIR process,” said Plunk. “It 
happens at the discretion of the 
PBM. The sad thing about the DIR 
fee is, you never really know where 
they’re getting the number, and you 
never know when they’re going to 
call it back. They go back over all 
your claims; it could be a year to a 
year-and-a-half later. 

“Over the last two weeks I was in 
business in Port Arthur, at that one 
store, they called back $36,000 (in 
DIR fees), and we don’t have a clue 

A Congressional letter urging President Trump to recognize the need for DIR reform
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why. We had to write them a check.”
Disturbingly, one thing that Plunk 

says counts against pharmacies’ five 
stars is a customer not being on as 
many prescriptions as the PBM deter-
mines he or she should be. 

“For example,” he explained, “a 
PBM may 
determine 
that if a 
patient is 
diabetic and 
using insulin, he 
or she should 
also be on some-
thing to protect the 
kidneys. If they are 
not, it negatively 
impacts the pharmacy’s 
rating.” 

Plunk says that leaves 
the pharmacist in an awk-
ward position. 

“That’s telling the pharmacy 
that we’ve got to make sure the 
patient’s on that. So, we would 
have to call the doctor and say, ‘Hey 
doc, you need to prescribe a (drug) 
for Mr. Jones.’ We can’t do that.”

Additionally, if a patient fails to 
refill drugs for chronic conditions, 
like diabetes or high cholesterol, the 
pharmacy will be penalized for that 
too, which basically translates into 
them paying higher DIR fees that 

could completely negate the minimal 
profits as described or even cause 
them to pay more than the co-pay 
they charged the customer. 

“There are seven different PBMs 
that assess DIRs. We’re only talking 
about one,” Plunk remarked. Those 

fees could 
mean a cus-
tomer has to 

go some-
where else for 

their medica-
tions. “If a phar-

macy is losing 
money from a cer-

tain drug, they are 
going to stop filling that 

prescription.”
Pharmacists have tried 

to appeal for relief directly 
to the PBMs with “no luck,” 

says Plunk, and have even 
taken their issues all the way up 

to the state legislature with simi-
lar results. 

“There is no recourse for appeal,” 
Plunk complained. 

But pharmacists are not giving up, 
and they are asking for support from 
their congressional leaders. In light 
of a recently missed opportunity for 
the government to initiate DIR 
reform, pharmacists are uniting and 
legislators from both sides of the 

aisle are doing the same to get the 
attention of the executive branch to 
quickly address the systemic prob-
lems costing small businesses their 
livelihoods. Following the exclusion 
of pharmacy DIR fee reform from the 
Centers for Medicaid and Medicare 
(CMS) drug pricing rule recently 
finalized, concerned parties have sent 
at least three letters to the President 
urging immediate action. 

On June 10, the National Commu-
nity Pharmacists Association wrote a 
letter addressed to President Donald 
Trump at the White House, asking 
him to act on DIR fee reform and 
asserting “bipartisan support is strong 
for a legislative fix to the loophole 
that inflated drug costs for patients 
and for Medicare, and that jeopar-
dizes pharmacies.” The missive also 
pointed to a shockingly huge increase 
in DIR fees over an eight-year peri-
od.

“We write to voice our disappoint-
ment that the final rule Modernizing 
Part D and Medicare Advantage to 
Lower Drug Prices and Reduce Out-
of-Pocket Expenses did not address 
onerous [DIR] fees that have 
increased 45,000 percent since 2010, 
with no savings passed on to benefi-
ciaries. This number will continue to 
grow if these practices are not 
reformed,” the united pharmacy 

organizations wrote.
Most recently, on June 27, mem-

bers of the House of Representatives 
sent a bipartisan letter to the Presi-
dent expressing their disappointment 
at the lack of DIR fee reform. The 
letter, signed by 105 House mem-
bers, followed another expressing a 
similar sentiment sent on June 18 and 
signed by 28 members of the Senate. 

In its letter to the President, the 
House called the 45,000 increase in 
DIR fees from 2010 to 2017, as esti-
mated using data provided by CMS, 
“unacceptable and unsustainable,” 
and indicated the fees would contin-
ue to cause suffering in the senior 
community. 

“This increase… creates uncer-
tainty not only for community and 
specialty pharmacies, but also for the 
patients who rely on Part D for pre-
scription drugs,” the letter reads. 
“Until pharmacy DIR fee reform 
occurs, seniors will continue to pay 
higher cost-sharing for their prescrip-
tion drugs.”

At the time of this report, the issue 
remained unsettled, as does the future 
of community and family pharmacies 
in the absence of DIR reform or 
wide-reaching policy changes per-
taining to the sale of pharmaceuti-
cals. 
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