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The effort to contain pharmacy
costs has been a major challenge

for the health care industry (1). Com-
mon cost-control strategies include
open, preferred, tiered, and closed
formularies (2). Recently, several no-
table initiatives have addressed how
prescribing practices affect quality of
care and financing (3–5, personal
communication, Parks JJ, 2003).
These strategies focus on three criti-
cal elements of prescribing practices:
medication availability, cost-effective
prescribing, and quality-driven med-
ication management. This column de-
scribes the experience of the South-
eastern Pennsylvania regional phar-
macy and therapeutics committee in
trying to maintain medication avail-
ability while addressing Medicaid’s fi-
nancial constraints. 

In 1997 the Pennsylvania Medicaid
program began transferring Medicaid
recipients from a fee-for-service pro-
gram to a mandated program called
Health Choices that required all
Medicaid patients to enroll in one of
three health maintenance organiza-
tions (HMOs) of their choice. Behav-
ioral health was carved out to three

behavioral health managed care or-
ganizations (BH-MCOs). The South-
eastern Pennsylvania Health Choices
included the Medicaid population of
Philadelphia and the counties of
Delaware, Chester, Bucks, and Mont-
gomery. The creation of a pharmacy
and therapeutics committee in south-
eastern Pennsylvania was mandated
as part of the Pennsylvania Health
Choices initiative. The committee in-
cludes six psychiatrists from the prac-
tice community along with represen-
tatives from relevant state agencies,
BH-MCOs, and general health
HMOs. The committee meets month-
ly throughout the year. 

From the perspective of the prac-
tice community, the psychiatrists from
the Medicaid network have served
two important functions on the phar-
macy and therapeutics committee.
First, they have promoted a pharmacy
management process that is more
user-friendly. Second, they have influ-
enced the formularies to enhance the
availability of medication. 

Improving the pharmacy 
management process 
In the first year of the Health Choic-
es program, each BH-MCO was re-
sponsible for its own psychotropic
drug formulary and budget. Although
psychotropic medications were part
of each behavioral health formulary,
many primary care physicians were
prescribing antidepressants, benzodi-
azepines, and antipsychotics. At the
same time psychiatrists were pre-
scribing anticonvulsant medications

from the general health formulary for
use as mood stabilizers. Patients had
to carry two pharmacy cards—one for
behavioral health medications and
one for general health medications. It
was also difficult to keep track of who
was prescribing which medications to
patients because the general health
HMOs did not have a list of psychi-
atric providers and the BH-MCOs
did not have a list of the HMO
providers. A patient could receive
prescriptions from a psychiatrist and
additional prescriptions from the pri-
mary care physician. This issue was
especially problematic with sched-
uled drugs, such as benzodiazepines.
As a result, a decision was made by
the Pennsylvania Department of Wel-
fare that each general health HMO
would manage its own formulary and
have financial responsibility for all
outpatient medications, including
psychotropic medications. Inpatient
medications would continue to be in-
cluded in the BH-MCO per diem
rates.

From the outset the HMOs
protested that because they did not
control the network of psychiatrists
they had no leverage to control pre-
scribing patterns or to monitor quali-
ty in the split system. The general
health HMOs did not benefit finan-
cially from the purported advantages
of the new and significantly more ex-
pensive second-generation antipsy-
chotic medications, which were re-
ported to have fewer side effects, to
increase adherence, and to reduce
hospitalizations. As more of these sec-
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ond-generation antipsychotics be-
came available, pharmacy costs esca-
lated approximately 20 percent a year. 

In an effort to contain costs, the
HMOs began discussing, and in some
instances implementing, strategies to
limit which second-generation an-
tipsychotic medications were avail-
able or to limit the dosages pre-
scribed. This strategy was also used
with the selective serotonin reuptake
inhibitors (SSRIs). This plan put the
goals of the HMOs in direct conflict
with those of the BH-MCOs, which
were trying to provide care in the
least restrictive environment and to
minimize hospital admissions and
lengths of stay. Psychiatrists and con-
sumers were concerned that any new
medication would not be available.
Even when these medications were
available with preauthorization, the
process was cumbersome and dis-
couraged physicians from prescribing
regimens that required authorization. 

As a result of these conflicts, the
pharmacy and therapeutics commit-
tee began playing a prominent over-
sight role by reviewing proposed for-
mulary changes and acting as a forum
to discuss HMO initiatives that were
related to the authorization process.
The goal was to protect patients from
potentially adverse pharmacy prac-
tices and to ensure quality-driven
prescribing through collaboration be-
tween community psychiatrists, the
BH-MCOs, and the HMOs.

Since the creation of the commit-
tee, clinicians have consistently
agreed that if the prior authorization
process were simplified and uniform,
then formulary restrictions would not
be so onerous. Psychiatrists frequent-
ly complained that the complicated
preauthorization process created im-
pediments to prescribing nonformu-
lary drugs. The HMOs supported the
idea of a single preauthorization poli-
cy for all three HMOs. A group of cli-
nicians developed a uniform prior au-
thorization form and presented it to
the committee for approval. The form
was piloted successfully and was re-
cently approved for use by all three
participating Health Choices HMOs. 

Enhancing drug availability
In 1999 the first point of contention
occurred when one of the HMOs re-

moved sertraline from its formulary
for cost reasons, without prior discus-
sion with the pharmacy and therapeu-
tics committee. The HMO’s justifica-
tion was that four other SSRIs were
available on its formulary. There was
an immediate outcry from the psychi-
atric community and the Mental
Health Association of Southeastern
Pennsylvania. The pharmacy and
therapeutics committee members re-
viewed the literature and conducted
discussions over several months
about the efficacy of and the need for
sertraline among specific patient pop-
ulations, such as pregnant women. In-
fluenced by these discussions, the
HMO softened its position on sertra-
line and made it available through
the prior authorization process. Ser-
traline subsequently was put back on
the formulary in 2002. As a result of
this experience, if an HMO wants to
restrict access to a drug or remove it
from its formulary, it initiates a dis-
cussion with the pharmacy and ther-
apeutics committee, which reviews
the literature and comes to a consen-
sus recommendation.

In 2000 the HMOs became con-
cerned with the escalating costs of the
second-generation antipsychotics and
the practice of prescribing more than
one of these drugs to a single patient,
or therapeutic duplication. The
HMOs imposed restrictions on the
dosage and number of pills that could
be prescribed each month, which
paradoxically increased therapeutic
duplication, because some psychia-
trists prescribed one second-genera-
tion antipsychotic at the maximum
dosage allowed by the HMO and then
added an additional second-genera-
tion antipsychotic. As the HMOs
struggled to contain costs, they were
reluctant to put newly released sec-
ond-generation antipsychotics on
their formularies.

Discussions began about appropri-
ate prescribing practices for these
second-generation antipsychotics.
In 2003 data from the state hospital
system found high rates of therapeu-
tic duplication with little or no justi-
fication in the records (personal
communication, Fiorello SJ, 2003).
After implementing a modified ver-
sion of the Texas Medication Algo-
rithm, the rate of therapeutic dupli-

cation decreased significantly (6).
The psychiatrists supported the po-
sition of the HMOs that therapeutic
duplication was generally not appro-
priate and that the use of two sec-
ond-generation antipsychotics
should be subject to preauthoriza-
tion and close review. However, the
psychiatrists educated the HMOs
about the problems created when
artificial limits on dosage conflict
with emerging clinical experience.
Initial drug dosage ranges are some-
times modified after extensive clini-
cal use shows that higher or lower
dosages are more effective or better
tolerated. The psychiatrists also per-
suaded the HMOs to allow at least
two months of therapeutic duplica-
tion when a patient switches from
one medication to another. 

When generic clozapine became
available, reimbursement for Cloza-
ril became an issue. The Health
Choices program guaranteed equal
access to the available psychotropics
for the Medicaid population. Pa-
tients and providers had become ac-
customed to obtaining second-gen-
eration antipsychotics without any
obstacles. At the time generic cloza-
pine was approximately half the cost
of Clozaril. However, despite litera-
ture supporting generic clozapine’s
efficacy, physicians expressed con-
cern that an abrupt switch to the
generic form by the outpatient phar-
macies might disrupt the stability of
the largely treatment refractory pa-
tients who were taking Clozaril. A
subcommittee was set up that was
composed of representatives from
the HMOs and psychiatrists, and
over the course of several meetings,
guidelines were devised that sup-
ported the use of generic clozapine
for patients who were beginning
treatment with this medication while
allowing the continuation of Clozaril
for patients who were already stabi-
lized on the medication. The discus-
sions enabled the committee to con-
sider the clinical and financial rami-
fications, issues related to competing
companies that produce generic
medications, and the potential risks
of using generic medications that
have been shown to be less effica-
cious or for which little evidence
about efficacy is available. 
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Conclusions
Throughout its seven-year history the
pharmacy and therapeutics commit-
tee has acted as a sounding board for
the discussion of salient pharmacy is-
sues, mediating disagreements be-
tween clinicians and the HMOs. The
presence of community-based clini-
cians on the committee has helped
keep the HMOs mindful of the reali-
ties of clinical care, while the HMOs
have educated the clinicians about
the importance of managing costs.
These discussions have fostered the
development of a best-practices mod-
el for the region. Although the au-
thors believe that the most reasonable

system would be one with a single
payer that controls costs, the commit-
tee has been helpful in mediating dis-
putes that arise as a result of the split
financial responsibility, enabling the
system to provide quality clinical care
while saving money (7). Continuous
participation by community-based
psychiatrists has been crucial to the
process. ♦
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CCoommiinngg  iinn  tthhee  DDeecceemmbbeerr  IIssssuuee

Focus on mood disorders

♦♦ Productivity loss among employees with depression 

♦♦ Mood disorders among juvenile offenders 

♦♦ Disparities in the adequacy of depression 
treatment in the U.S. 

♦♦ Bipolar disorder among adolescents 

♦♦ Benchmarking the quality of antidepressant therapy
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