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PSSNY RESPONDS TO MISLEADING PCMA CLAIMS ABOUT THE “INDEPENDENT 
DRUGSTORE LOBBY” AND PENDING LEGISLATION THAT WILL REQUIRE PHARMACY 
BENEFIT TRANSPARENCY FOR MANAGING PRESCRIPTION COSTS 
 
ALBANY, NY  (March 11, 2019) -  On Tuesday, March 8th, more than 250 community 
pharmacists from across the state took time away from their pharmacies in order to make a 
single statement to New York State legislators:  pharmacy benefit manager (PBM) fraud, 
waste and abuse must no longer be tolerated.   Taxpayers cannot afford the more than 
$300 million PBMs rake in as profit over and above prescription drug costs. 
 
In a misleading statement posted to internet newswires, PCMA alleged the “independent 
drugstore lobby” was promoting “costly new government health mandates” that would 
ultimately increase prescription drug costs, alleging a study commissioned by the 
Pharmacists Society of the State of New York (PSSNY) was inaccurate and misrepresented 
the true state of pharmacies in New York.  PCMA wants New Yorkers to believe 
neighborhood pharmacies are the greedy bad guys. 
 
We, your neighborhood pharmacists, are now responding to the PBM lobby because it’s 
time to separate the facts from the glossy corporate fiction PCMA would rather have you 
believe: 
 

• As impressive as PCMA tried to make it sound, the “independent drugstore lobby” 
was 250 community pharmacists, small business owners with no more lobbying 
experience than the average everyday citizen.  For some, it was a first-time visit to 
the state capitol and the first time many had ever met or spoken to a state legislator.  
The March 8th event was not slick corporate spin.  It was democracy in action, the 
way our government is meant to operate. 

 
• The legislation pharmacists are supporting will NOT increase drug prices.  The 

legislation is officially “budget neutral.”  It is more likely to lower costs because its 
goal is to replace the present-day opaque PBM business model with transparency.  If 
legislature approves the measure the Governor has proposed, PBMs will be 
regulated by the Department of Financial Services as are health insurers, utilization 
review agents and allied entities. 
 

• Current state law does not require PBMs to be licensed.  They are not regulated or 
held to account by any government entity.   PBMs design and price prescription 
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benefit plans, collecting and keeping manufacturer rebates instead of passing them 
on to patients.  They calculate and control pharmacy reimbursement policies.  PBMs 
want you to believe that a state law requiring them to operate more transparently 
will drive up price.  Think about that for a moment – if they are accountable to 
taxpayers for how they operate including the costs of drugs covered in the 
plans they manage, drug prices will go up.  How is that possible?  Taxpayers and 
lawmakers should be suspicious of such claims. 
 

• In claiming that the legislation fails to address manufacturers’ pricing, PCMA is 
using a classic distraction technique:  Don’t look at us.  Look at them.  It is true 
that the proposal to license PBMs does not address prices set by pharmaceutical 
manufacturers.  It’s an attempt to change the subject away from spread pricing, and 
“pay to play” rebate demands from manufacturers.  Because PBMs control drug 
coverage, formulary placement and co-pay policies, they have leverage over 
manufacturers.  Because PBMs can charge payers a high price and reimburse 
pharmacies a lesser amount, the profitability of such “spread pricing” is thoroughly 
hidden.  It’s the secret that PCMA is fiercely protecting.  It’s why PCMA is resists 
transparency and taxpayer accountability.  
 

• PCMA alleges that the PSSNY-commissioned report on Medicaid spread pricing is 
inaccurate and “suffers from several methodological flaws, including using 
inaccurate pharmacy reimbursement data.”  Nothing could be further from the 
truth and in fact verifies the very reason legislation is needed to regulate 
PBMs.  The report was produced by independent third party advisors who analyzed 
real-time paid claims submitted by community pharmacies to PBMs that are sub-
contractors to Medicaid managed care plans in New York.  The methodology used by 
the independent analysts has been validated by the Ohio State Auditor who found 
gross profiteering by PBMs in the Ohio Medicaid program last fall.  PCMA does not 
have access to the claims data on which the results are based, and therefore has no 
basis on which to its validity.  An individual PBM managing a NYS Medicaid managed 
care prescription benefit would have an accurate data set that will be disclosed if 
the PBM licensure and regulation proposal goes into effect. 
 

• PCMA also alleges that criticisms of the PBM practice of exorbitant spread pricing 
are misguided.  While it is true that spread pricing is not unique to PBM contracts, it 
is the exorbitant nature of the spread pricing, combined with the fact that it applies 
to the cost of prescription drugs, that is at issue.  PBMs are intermediaries between 
pharmacies and payers, and the services they provide should be compensated.  The 
problem with spread pricing is that it misrepresents the true cost of the 
medication.   If a drug costs $10 to acquire but is represented to the payer as 
costing $300, the price is so inflated as to have no relationship to its true value.  
Every provider in the chain of drug distribution should be compensated.  How much 
is too much is the question at the heart of the spread pricing controversy. 
 



• Lastly, and most disturbing, is the claim that independent pharmacies are doing well 
in New York.  A number have closed.  Most have been pushed to the brink of closure 
by forces beyond their control directly related to PBMs: below-cost reimbursement, 
excessive fees, restricted networks and patients steered to PBM-owned specialty or 
mail order pharmacies.  Neighborhood pharmacies can compete in a fair market, but 
their market is broken.  Because pharmacies are forced to accept payments that 
are below their costs, they are subsidizing the healthcare system.  All 
pharmacies, regardless of size, depend on health plan contracts to be viable.  When 
70% or more of the prescriptions they dispense are paid below cost, their business 
model becomes unsustainable.  This is the case for local pharmacies, whether they 
are small neighborhood operations, grocery store pharmacies or regional chains.  It 
so happens that the largest retail pharmacy chain in the country – CVS – owns one of 
the three largest PBMs in the country.  CVS can sustain its pharmacy business 
through its pharmacy benefit manager CVS Caremark.  This is the mother of all 
conflicts of interest, and CVS is not the only PBM to own pharmacies that compete 
directly with the pharmacies in its network. 
 
 

It is for all of these reasons the “independent drugstore lobby” came to Albany on March 
5th to support legislation that will protect – and not overcharge – New York consumers 
and taxpayers.  Pharmacists have a professional responsibility and a duty to provide 
care.  PBMs are for-profit businesses.  Licensing and regulating PBMs is an urgently 
needed measure that will ensure that New Yorkers have access to the true cost of their 
medications.  Pharmacists will not rest until PBM regulation is a reality. 
 
The Pharmacists Society of the State of New York (PSSNY) has served as the voice for 
the profession for 139 years, providing advocacy and resources for pharmacists to 
improve patient care.  To learn more about PSSNY, visit www.PSSNY.org. 
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