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Foreword

he shift to newer and more costly drugs, increases in drug utilization, and expansions in pre-
scription drug coverage are just a few sources of the double-digit growth in pharmaceutical

expenditures being experienced by state Medicaid programs, collectively the largest public pur-
chaser of health care services in the United States.  This growth has contributed to some of the
worst budget deficits that states have experienced in the last three decades. In response, many pol-
icymakers are seeking extensive benefit changes, particularly in the area of pharmacy.  The need
to improve — or at least maintain — the quality of care for Medicaid beneficiaries can be lost in
the intense drive for cost containment.   

The health care needs of the expanding Medicaid population, which now includes nearly 47 mil-
lion people, are increasing in complexity, with many enrollees suffering multiple chronic condi-
tions.  Effective treatment for chronic diseases (e.g., asthma, diabetes, congestive heart failure,
etc.) relies to a great extent on pharmaceutical interventions coupled with clinical management.
The failure to optimize prescription drug utilization and coordinate the care of chronic disease
patients contributes substantially to the growth in overall annual health care expenditures.  For
example, approximately 37 percent of people with diabetes have an elevated hemoglobin A1c1, an
indicator of poorly controlled diabetes that can be improved through medication and other fac-
tors.  Yet, uncontrolled diabetes is the cause of 43 percent of all kidney failures.2

This Report describes clinical pharmacy management strategies within Medicaid today that seek
to reduce program costs through improvements in the quality of care beneficiaries receive.  It also
presents a framework to guide states in developing new clinical pharmacy interventions. 

In response to increased state concern over skyrocketing pharmacy and program costs in Medicaid,
the Center for Health Care Strategies (CHCS) established the Clinical Pharmacy Management
Initiative to help states generate savings in Medicaid (perhaps beyond prescription drug lines)
while improving the quality of care for beneficiaries.  The initiative outlined in this Report is led
by CHCS in partnership with The Health Strategies Consultancy LLC and an advisory group of
health care industry experts.   

Recognizing the complexity of this issue and the diversity of opinions within the health care
industry, CHCS began its efforts by convening stakeholders in a forum on pharmacy held in June
2002 (page 5).  Participants included leadership from states, health plans, consumer organizations,
providers, pharmacy groups, pharmaceutical companies, pharmacy benefit management compa-
nies, and other national experts and policymakers.  The collective conclusion of this group was

T

1 2002 Quality Compass. Database containing information about the quality and performance of 74 Medicaid 
organizations; available at www.ncqa.org

2 http://www.diabetes.org/main/type1/complications/kidney/kidney.jsp Accessed March 21, 2003.  American Diabetes 
Association.
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that optimal solutions to Medicaid pharmacy management required implementation of clinically
focused strategies that improve quality of care and that may also reduce total program expendi-
tures.  

We hope this Report provides all of our constituencies with both the case for integrating quality
into overall pharmacy program design as well as clear examples of how quality-focused pharmacy
management programs can be developed.  While state fiscal pressures are likely to remain for the
short-term, decisions about pharmacy management will have long-term clinical and financial
implications for both states and millions of current and future Medicaid beneficiaries.

Anna M. Fallieras
Director, CHCS State Purchasing Programs 

Building Pharmacy Management Capacity within State Medicaid Programs

CHCS, working with its partners, will inaugurate a combined training, technical assis-
tance, and grant-making initiative for up to six states interested in developing quality-
focused pharmacy management strategies.  Primary focus areas for technical assis-
tance include pharmacy case management and physician and patient profiling and
education activities.  The goal of the initiative is to find feasible solutions that
improve quality, lower costs, and are amenable to all stakeholders.

Training and technical assistance will consist of a collaborative workshop and individ-
ual sessions with states and their contractors, beginning in Fall 2003.  To help states
develop pharmacy management programs, CHCS established a developmental
framework for planning, implementation, and evaluation of state strategies.  The
framework, which is outlined in this Report, includes four basic components:  

• Identification and Stratification.
• Clinical Goals.
• Outreach and Intervention.
• Monitoring and Evaluation.

CHCS will guide participants in designing programs that best suit the needs of their
enrollees and the structure of the state marketplace.  The goal is to assist participants
in achieving:

• Improved information, coordination, and communication among providers and 
consumers.

• Improved compliance with evidence-based “best practices.” 
• Improved disease monitoring and timeliness of interventions.
• Measurable improvements in outcomes and costs.

For more information, contact Anna Fallieras or Sylvia Couvertier at the Center for
Health Care Strategies at 609-895-8101 or visit www.chcs.org.



5

Clinical Pharmacy Management Initiative: Integrating Quality into Medicaid Cost Containment 

Joseph Anderson*
Schaller Anderson, Inc.

Nancy Beronja
The Lewin Group

Debbie Chang
The National Academy for
State Health Policy 
Formerly State of Maryland

Siri Childs*
State of Washington 

Kevin Concannon
State of Iowa
Formerly State of Maine

John Coster*
National Association of
Chain Drug Stores

Herschel Crawford 
Retired
Formerly State of Oregon

Jeffrey Crowley 
Institute for Health Care
Research and Policy
Georgetown University

Mary Dewane
CalOptima

Deirdre Duzor
Centers for Medicare and
Medicaid Services

Kim Fox
Rutgers Center for State
Health Policy

Bob Freeman
AstraZeneca

Ray Hanley
Electronic Data Systems 
Formerly State of Arkansas

Trey Harrison*
Affiliated Computer Services,
Inc. 

Mark Hoyt 
Mercer Government Human
Services

Sandra Hunt 
PricewaterhouseCoopers

Robert Hurley* 
Medical College of Virginia 

Clare Kennedy*
Pfizer Inc

Branch McNeal
Mercer Government Human
Services Consulting
Formerly State of Arizona

Dan Mendelson
The Health Strategies
Consultancy LLC

Joel Menges
The Lewin Group

Lynn Mitchell*
Oklahoma Health Care
Authority

Meg Murray
The Association for Health
Center Affiliated Health
Plans 

Lee Partridge
Retired
Formerly American Public
Health Services Association

* Clinical Pharmacy Management Initiative Technical Advisory Group

Managed Care Solutions Forum Members

Thomas Paul
United Health Care

Christopher Perrone
California HealthCare
Foundation

Sara Rosenbaum 
Center for Health Services
Policy and Research
The George Washington
University

Louis Rossiter
Chironet, LLC

Michael Rothman
The Robert Wood Johnson
Foundation

Robert Rubin* 
Georgetown University
School of Medicine

Stephen Schondelmeyer
The PRIME Institute

Cynthia Smith
Merck & Co., Inc.

Richard Surles 
Comprehensive
NeuroScience, Inc.

Fred Teitelbaum
Express Scripts

James Verdier* 
Mathematica Policy
Research, Inc.

Nora Wells 
Family Voices





Clinical Pharmacy Management Initiative: Integrating Quality into Medicaid Cost Containment 

7

s states face their largest deficits in
decades, policymakers are aggressively

seeking ways to reduce public spending.
Representing one of the fastest growing
segments in most state budgets, the
Medicaid program continues to come under
considerable scrutiny.  Medicaid constitutes
about 15 percent of state general fund
spending, and is the second largest program
in most states’ budgets after elementary and
secondary education.3 States expect
Medicaid spending to increase nine percent
in fiscal year 2003 on average. This is sig-
nificantly higher than the 4.8 percent aver-
age growth rate that state legislatures
appropriated in early 2003.

Within the total Medicaid budget, prescrip-
tion drug spending is the most rapidly
growing component, and has become a spe-
cific target for states’ cost containment
strategies. In fiscal year 2001, Medicaid fee-
for-service prescription drug costs were
$24.7 billion (combined federal and state),
and in 2003 the Centers for Medicare and
Medicaid Services (CMS) projected costs
to grow by approximately 24 percent to
$32.5 billion (Table 1).4 Most state offi-
cials attribute this growth to a combination
of factors, including the increased utiliza-
tion and price of prescription drugs, the
increased number of products on the mar-
ket, and the mix of drugs taken by benefici-
aries.  

In most states, drug spending is a separately
appropriated item.  This fuels an environ-

ment in which drugs are seen as distinct
from overall medical care.  While increased
use of pharmaceuticals may improve quality
(e.g., lipid-lowering medications are widely
known to be under-diffused) or even in
some cases reduce costs (e.g., more aggres-
sive use of asthma medication), states are
focused on the increase in drug spending.
Not surprisingly, 45 states reportedly plan
to implement new controls on prescription
drug spending this year.5

Given the magnitude of the current budget
deficits, many states are focused primarily
on cost-driven strategies that can produce
immediate and measurable Medicaid sav-
ings.  They are considering or have imple-
mented provider reimbursement cuts or
reductions in beneficiary services and pro-
gram eligibility.  Many states hope to man-
age rising prescription drug costs through
preferred drug lists (PDLs) and limitations

Introduction

A

3 Smith V., et al.  Medicaid Spending Growth: A 50 State Update for FY 2003. Kaiser Commission on Medicaid and the 
Uninsured, January 2003.

4 Office of the Actuary, Centers for Medicare and Medicaid Services, fiscal year 2002 mid-session review of Medicaid 
baseline spending projections. 

5 Smith, et al., op. cit.
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on the quantity of medications beneficiar-
ies may receive each month (Table 2).6 

Especially in the area of prescription drugs,
restricting benefits without a plan to ensure
that quality is not compromised may
increase hospitalizations and emergency
room visits – and ultimately costs – over
the long term.  Unfortunately, the effects of
these programs on quality are generally not
being studied.  Key stakeholder groups are
thus concerned about the potential effect
of state programs on quality.7

States are faced with a difficult balancing
act: containing health care costs while
maintaining beneficiaries’ access to essen-
tial quality care.  This Report focuses on a
subset of state activities: clinical pharmacy
management programs that have the
potential to create overall savings in
Medicaid while improving quality of care
for beneficiaries. It is based on research

into specific initiatives that have been suc-
cessfully implemented in several states
across the country.  The paper is divided
into the following sections: 

• Case for Clinical Pharmacy
Management: Why states should incor-
porate quality-focused initiatives into
their pharmaceutical cost containment
strategies. 

• Characteristics Common to Clinical
Pharmacy Management Programs:
Assists states in designing new clinical
pharmacy management initiatives.

• Working Models: Examples of clinical
pharmacy management activities working
in states today, including descriptions of
three states’ and one health plan’s experi-
ences in this area.

• Design and Implementation Issues: Key
issues for states to consider when devel-
oping new clinical pharmacy manage-
ment programs.

Clinical Pharmacy Management Initiative: Integrating Quality into Medicaid Cost Containment 
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6 The Health Strategies Consultancy LLC estimates based on a compilation of sources. 

7 Bernasek C., et al. Case Study: Michigan’s Medicaid Prescription Drug Benefit. Kaiser Commission on Medicaid and 
the Uninsured, January 2003. 

Table 2: Current Cost Containment Strategies

• Sixteen states have implemented preferred drug
lists; another 12 have received the authority or
announced plans to implement a PDL.    

• Thirteen states have hard limits on the number of
prescriptions a beneficiary can fill monthly or
annually.



drugs from patients’ regimens, reduce the
risk of harmful and expensive drug interac-
tions, and boost compliance.  These initia-
tives also attempt to influence the mix of
drugs taken by beneficiaries by promoting
best practice guidelines that providers rec-
ognize, and by monitoring patients with a
history of taking expensive medications.
Often making small changes first to
improve the drug regimens of the sickest,
most expensive beneficiaries can lead to
meaningful cost savings.  Early data from
some programs support the claim that
states’ immediate focus on quality can pro-
mote cost reduction in the short- and long-
term (Table 3).9

In addition to the savings potential, there
are other reasons for states to consider ini-
tiatives that promote clinical quality.
These programs are more politically palat-
able, providing states the opportunity to

Clinical Pharmacy Management Initiative: Integrating Quality into Medicaid Cost Containment 
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tate Medicaid programs have the abili-
ty to mitigate prescription drug costs

by exerting influence on price, utilization,
and drug mix.8 While Medicaid programs
cannot control all of the external variables
that influence rising drug prices, they have
the ability to negotiate both pharmacy dis-
counts (e.g., dispensing fees and ingredient
cost reimbursement rates) as well as manu-
facturer rebates (e.g., through PDLs).

Policymakers also can influence
prescription volume, the num-
ber of prescriptions used per
member, through drug utiliza-
tion management techniques
such as quantity limits.  Finally,
Medicaid programs can affect
drug mix, or the combination
of drugs used by a member.
Strategies to influence drug mix
and steer beneficiaries toward

the most appropriate and/or most cost-
effective medications include generic man-
dates, prior authorization programs, and
PDLs.  

Clinical pharmacy management initiatives
focus on influencing utilization and mix to
enhance the quality of care provided to
beneficiaries and reduce prescription drug
and other program costs. Through educa-
tion, nurse-patient case management,
provider detailing, and other activities,
clinical pharmacy management programs
generally seek to eliminate inappropriate

8 The Health Strategies Consultancy LLC. An Overview of Prescription Drug Cost Containment Approaches Used 
in Medicaid Programs and the Commercial Market. Lessons Learned from State Medicaid and Pharmacy Assistance 
Programs, November 2001.

9 The Lewin Group, Inc. Supplement to Report No. 2: Pharmacy Initiatives. Prepared for the Washington State 
Legislature, January 2003. 
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Table 3: Washington

Case for Clinical Pharmacy Management
Clinical pharmacy management initiatives focus on influencing prescription drug utilization
and mix to promote the highest quality of care for beneficiaries and reduce Medicaid pro-
gram costs.

S
The Medicaid program in Washington implemented
a three-part program designed to promote appro-
priate and cost-effective use of prescription drugs
and improve quality of care.  An initial review of the
Therapeutic Consultation Service, a program run by
Affiliated Computer Services (ACS) that targets high-
volume utilizers and prescribers, has demonstrated
savings of $5.13 million in the first five months fol-
lowing implementation.  



save money without denying access to 
services or limiting eligibility.  Clinical
quality management initiatives also typical-
ly focus on some of the most vulnerable

beneficiaries in the Medicaid pro-
gram to assure that their complex
clinical care needs are met.  Key
advocacy groups (both provider and
patient) are more likely to embrace
such efforts — especially faced with
alternatives such as quantity limits
that could compromise quality.

Outside of the discrete clinical man-
agement programs described in this

Report, states also could benefit from efforts
to integrate quality checks into the design
of existing cost containment strategies.  For
example, when pursuing PDLs, policymak-
ers can mandate that states evaluate the
impact of the new restrictions on benefici-
aries’ access to and overall quality of care.
Not only will such monitoring protect ben-
eficiaries and potentially win support of
advocates, but it also may assist states in
conducting useful cost-benefit analyses of
new programs.  

Clinical Pharmacy Management Initiative: Integrating Quality into Medicaid Cost Containment 
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linical pharmacy management pro-
grams establish systems or processes to

monitor and intervene in (when necessary)
the treatment of patients taking prescrip-
tion drugs.  The monitoring and interven-
tion may be episodic, occurring at various
points in time, or it may be an ongoing
activity that affects patients over a period of
months or years.  In all cases, clinical phar-
macy management initiatives seek to pre-
vent medical complications, manage the
progression of illnesses, and control rising
medical costs.  

The clinical pharmacy management pro-
grams working in Medicaid fee-for-service
and managed care plans today share many

common characteristics.  The
structure of existing programs
can be mapped using a frame-
work developed by CHCS
(Table 4). This framework pro-
vides a consistent approach for
states to design and implement
quality and cost-focused solu-
tions to clinical pharmacy man-
agement with built-in mecha-
nisms for evaluation and moni-
toring. The framework features:

1. Identification/Stratification. 
2. Clinical Goals.
3. Outreach/Intervention.
4. Monitoring/Evaluation.

First, there are simple criteria that can be
established to identify patients or physi-
cians as candidates for some type of phar-
macy management program.  Criteria might

include a particular event in a patient’s his-
tory (e.g., patient reaches a drug limit or
develops a particular disease), or trends in a
physician’s prescribing pattern (e.g., pre-
scribing pattern falls outside of acceptable
guidelines over a period of time).  Some
programs stratify these candidates based on
criteria such as their future clinical needs,
or risk of developing complications or co-
morbidities.  

Second, clinical goals are established for
the clinical pharmacy management pro-
gram.  It is important to determine specific
program goals, the process by which these
goals will be measured, and the most appro-

Clinical Pharmacy Management Initiative: Integrating Quality into Medicaid Cost Containment 
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Characteristics Common to Clinical
Pharmacy Management Programs
Clinical pharmacy management programs share many characteristics

C

The CHCS Clinical

Pharmacy Manage-

ment Framework pro-

vides a consistent

approach for states

to design and imple-

ment quality and

cost-focused solu-

tions to clinical phar-

macy management.

Table 4: CHCS Clinical Pharmacy Management
Framework

Identification/
Stratification:

Process by which
patients (or providers)

are identified for
interventions based

on risk level

Clinical Goals:
Guides the 
development of 
the intervention

Monitoring/Evaluation:
Studies to continuously

improve and 
measure effectiveness 

of program

Outreach/Intervention:
Process for enrolling/
maintaining patients 
in the program, and
affecting change in 
their care plans

�

�

�

�



priate group of clinicians and program
stakeholders to develop goals. These goals
can be useful not only in guiding the devel-
opment of the program, but also to track
the program’s effectiveness over time.
Goals should be measurable and achievable.
Third, in order to accomplish established
goals, clinical pharmacy management pro-
grams rely on some type of intervention in
the patient’s therapy or care plan, or in the
provider’s practice patterns.  The interven-
tion becomes the bedrock of the clinical
pharmacy management program, ideally
facilitating both cost containment and
quality improvements.   An outreach
process to enroll and maintain beneficiaries
in the program, as well as an outreach plan
to encourage provider participation, must
be incorporated into the intervention.

Finally, program monitoring, evaluations,
and follow-up are essential.  States and
plans must consider the data and personnel
systems necessary to monitor the ongoing
success of program implementation.  For
example, are prescriptions being filled, or
are nurses contacting high-risk patients reg-
ularly?  Data systems also should be devel-
oped to ensure that periodic evaluations are
performed to measure the overall effective-
ness of the program (i.e., are clinical and
financial goals being met?).

Information collected during the ongoing
monitoring and evaluation efforts should
inform the state or plan’s efforts to improve
the clinical management
initiative over time.
Lessons learned must feed
back into the cycle of activ-
ities featured above to
improve strategies to identi-
fy patients for the program,
refine clinical goals, and
enhance clinical interven-
tions.  Through such processes, administra-
tors also may learn of opportunities to
broaden the reach of clinical management
programs to new populations, such as state
employees.  

States committed to improving quality
within cost-effective pharmacy programs
can adopt this framework to ease the devel-
opment of a clinical pharmacy management
program. The next section of this Report
applies the Clinical Pharmacy Management
Framework to four working clinical pharma-
cy models to offer insights on how states
might construct a clinical-focused pharmacy
approach.

Clinical Pharmacy Management Initiative: Integrating Quality into Medicaid Cost Containment 
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esearch yielded information on 13
states with operational clinical phar-

macy management programs (Appendix).
States and health plans use a variety of
labels to describe their programs — clinical
management, disease management, high-
risk management, case management, drug
utilization review, profiling — most of
which share the same objective to promote
the most appropriate treatment of benefici-
aries.  The Clinical Pharmacy Management
Initiative focuses on those programs with a
strong pharmacy management component.
In general, clinical pharmacy management
activities fall into two broad categories:
pharmacy case management and physician
profiling.  

Pharmacy Case Management

Pharmacy case management refers to a sys-
tem or program in which Medicaid or pri-
vate insurers identify and manage benefici-
aries meeting one or more of the following

criteria: generate high prescription drug
costs, take a high number of prescription
drugs, and/or have a certain disease.  Case
management is typically triggered when a
patient reaches a set drug limit, generates
claims above an established level, or is diag-
nosed with a particular disease.
Pharmacy case management
activities can vary significantly
in the degree to which inter-
ventions into patients’ treat-
ment regimens are exercised.
For example, plans may rely on
high-intensity case management in which
health professionals interact with patients
regularly, or on lower-intensity direct mail
or other disease education campaigns.  The
type of intervention may be driven by the
clinical and cost goals that the state expects
to meet through the program (Table 5).10

The following states currently have phar-
macy case management programs in place:
Colorado, Florida, Maryland, Massachusetts,
Mississippi, Missouri, North Carolina, Texas,
Utah, Virginia, Washington, and West
Virginia.11 (Different states and commercial
plans may refer to similar initiatives by such
varying names as disease management, case
management, or drug utilization review).  

Physician Profiling

Physician profiling is a technique used to
identify providers who prescribe outside of
accepted guidelines.  Physician profiling
programs are typically triggered through

Clinical Pharmacy Management Initiative: Integrating Quality into Medicaid Cost Containment 
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Interventions are usually

driven by the clinical

and cost goals that the

state expects to meet

through the program.

Working Models  
Although insurers use a variety of terms to describe their programs, clinical pharmacy
management activities generally fall into two broad categories: pharmacy case manage-
ment and physician profiling.  

10 Interview with Gary Montrose (independent consultant), Ashby-Montrose & Co., February 2003. 

11 Fifteen states responded to the survey, and 33 different pharmacy case management programs were identified in a 
total of 13 states. 

Table 5: Colorado

Colorado recently established a pilot case manage-
ment program for beneficiaries with schizophrenia
who have medical co-morbidities and high costs.
Once beneficiaries are identified, nurse case man-
agers coordinate those aspects of patient care
(medical and social) not typically managed by the
state’s capitated mental health providers, including
drug regimen reviews with the prescribing physician
and the monitoring of patient medication compli-
ance.

R



drug utilization reviews, which generate
data on physician prescribing histories and
compare these data to expected prescribing
patterns within select drug categories.
Depending on the degree of variation,
interventions might rely on general educa-
tional materials on prescribing protocols, or
a pharmacist consultation to review specific
patient medication issues.  While few
Medicaid agencies have implemented pro-
filing programs, many private insurers rely
on the technique (Table 6).12

The following states currently have physi-
cian profiling programs: Arkansas, Florida,
Texas, and Washington. 

Clinical Pharmacy Management Initiative: Integrating Quality into Medicaid Cost Containment 
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Table 6: Florida

In 2000, Florida established a physician profiling pro-
gram called Therapeutic Academic Intervention.
This program targets a specific subset of high-vol-
ume/high-cost prescribers.  Pharmacists, hired by the
state, intervene and educate the identified physicians
on a range of issues including adherence to proto-
cols, compliance with the state’s preferred drug list,
and/or therapeutic alternatives.

12 Interview with Trey Harrison, ACS, February 2003.



he following case studies from
Maryland, North Carolina, Texas, and

Washington represent a variety of plan
types — Medicaid managed care, primary
care case management (PCCM), and tradi-
tional fee-for-service (FFS) — and different
approaches to incorporating pharmacy case
management and/or physician profiling
programs into a pharmacy benefit.13 The
programs featured also are designed to pur-
sue dual cost and quality goals.  

Clinical Pharmacy Management Initiative: Integrating Quality into Medicaid Cost Containment 
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Case Studies

T

13 PCCM plans use primary care physicians to coordinate all aspects of care for beneficiaries for an additional fee. 

14 Interview with Neil West, MD, and Arthur Pelberg, MD, Schaller Anderson, January 2003.

This section provides details of four differ-
ent approaches using the Clinical
Pharmacy Management Framework to out-
line the structure of each program.

Abbreviated summaries of clinical pharma-
cy management programs identified
through this initiative are included in the
appendix.  

Maryland Physicians Care: Disease-Driven Case Management

In 2000, Maryland Physicians Care implemented a disease-driven case management program
for diabetes patients enrolled in its Maryland Medicaid managed care plan.14 The community-
based diabetes management program is applied directly to providers — and indirectly to bene-
ficiaries — in the plan.  The program provides physicians with comprehensive information,
tools, and counseling relative to treating beneficiaries with diabetes through an integrated
approach.  Implementation of this program has resulted in improved beneficiary health,
reduced medical service utilization, and a net decrease in direct medical costs.  

Framework

Identification/Stratification: The diagnosis of diabetes through claims data and physician
referral triggers beneficiary enrollment.  Patients are stratified on the basis of the number of
complications/co-morbidities (e.g., end stage renal disease (ESRD), unstable angina), labo-
ratory results, and other pharmacy factors (e.g., patients with hemoglobin A1c (HbA1c,
also known as blood glucose) levels higher than 9.5 are stratified as high-risk beneficiaries).   

Clinical Goals: The plan established clinical goals for the program prior to implementa-
tion.  Plan administrators expect aggregate reductions in hospital admissions and emergency
room visits, reduced HbA1c levels, and increased medication compliance.  

Outreach/Intervention: Plan administrators provide education for treating physicians and
help them expand their monitoring capabilities.  Specifically, the plan funds weekly visits
by an endocrinologist for “diabetes days” in participating clinics.  During the visits, the spe-
cialist treats patients and counsels primary care physicians regarding American Diabetes
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15 Interview with Jeffrey Simms, Assistant Director, Managed Care, and Torlen Wade, ACCESS II and III Project 
Director, January 2003.

Association treatment protocols.  The plan also has increased funding for nurse case man-
agers.  Nurse case managers contact beneficiaries regularly to monitor HbA1c levels and
medication compliance.  Finally, the plan, through a partnership with a pharmaceutical
manufacturer and other community resources, provides an HbA1c monitoring machine for
use in targeted clinics, which allows case managers to closely watch patients.  This collabo-
rative effort has proven to be an important program component as the monitoring machine
allows case managers to track patients more closely.   

Monitoring/Evaluation: The plan has been tracking 150 beneficiaries since program incep-
tion using medical and pharmacy claims data.  Measures analyzed include medication com-
pliance, HbA1c levels, hospitalizations, and emergency room visits.  A preliminary analysis
of patients’ HbA1c levels found a 14 percent decrease in the number of beneficiaries with
levels above 9.5. 

The plan’s contractor, Schaller Anderson, cites a number of factors that have contributed to
the plan’s success with the diabetes case management program.  First, the plan could rely on its
past experience in working with claims databases to identify patients, establish clinical goals,
and monitor the program in “real-time.” Second, the plan established a partnership with a
pharmaceutical manufacturer early in the program, which helped to facilitate the purchase of a
monitoring machine.  The monitoring machine plays a significant role in helping physicians
monitor beneficiaries’ HbA1c levels more regularly and effectively.  This program has not been
independently reviewed to date, but the contractor plans to release a detailed analysis of pro-
gram results in Spring 2003. 

North Carolina Nursing Home Polypharmacy Initiative

Through its ACCESS PCCM Program, North Carolina Medicaid implemented a number of
clinical pharmacy management initiatives, many of which focus on patients with particular
diseases (e.g., asthma, diabetes, congestive heart failure (CHF), and gastroenteritis).  North
Carolina also implemented an innovative pharmacy case management program for beneficiar-
ies in nursing homes.15 Like many other states, the management of nursing home beneficiaries
is a critical policy issue for North Carolina; the state is particularly focused on the prescription
drug regimens of this population.  

North Carolina developed the following pharmacy case management program after discovering
that an overwhelming number of nursing home beneficiaries were taking six or more prescrip-
tion drugs daily, and that a significant and disproportionate share of the prescription drug
Medicaid budget was being spent in this setting.   
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16 Polypharmacy is the “practice of prescribing too many prescriptions to a patient.”  

17 Inappropriate utilization could be determined by patients’ utilization of drugs contained on the “Beers’ list,” which 
is a list of drugs to be avoided in elderly patients along with a list of recommended alternatives. 

18 North Carolina Internal Report.

Framework

Identification/Stratification: North Carolina selected 13 nursing homes served by physi-
cians in the ACCESS network to participate in the program.  Pharmacy claims data are ana-
lyzed to identify nursing home beneficiaries taking a high number of medications (i.e., more
than eight prescription drugs per month) and/or taking high-cost prescription drugs, such as
anti-psychotics.  Patients are stratified as high- or low-risk based on the relative cost of their
drug regimen or the number of drugs they take.

Clinical Goals: The intervention is designed to reduce the total number of drugs (by elimi-
nating unnecessary medications) and/or shift the type of prescription drugs taken by benefi-
ciaries to either generic or therapeutic alternatives.

Outreach/Intervention: Algorithms were developed by program administrators to screen
patient records for signs of potential inappropriate and/or polypharmacy16 drug therapy prob-
lems such as therapeutic duplication, inappropriate drug utilization,17 multiple prescriber
issues, and higher than normal drug usage.  A physician/pharmacist team hired by the state
verifies the completeness of the patient database as well as the completeness of the drug pro-
file for each patient during the first visit to the nursing home facility. The physician/pharma-
cist reviews and confirms the patients’ prescription regimen and then makes recommenda-
tions to prescribers for approximately 670 beneficiaries.  

Monitoring/Evaluation: Preliminary findings indicate that the program achieved its cost
and quality goals.  The pharmacist-physician team identified the need for medication
changes for 37 percent of the patients (changes could be attributed to therapeutic or generic
substitution, medication duplication, and/or inappropriate use of medication).  The econom-
ic benefits outweighed the investment of implementing this program by a ratio of 13 to 1.18

North Carolina confronted a key challenge with beneficiary and physician advocacy groups in
the early design and planning stage of its nursing home case management initiative.  It proved
critical that program administrators reached out to these important groups from the onset,
bringing them into the planning and implementation processes.  After obtaining support from
key stakeholders in the state, implementation of the program was smooth.
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19 Interview with Steve Shon, MD, TMAP Medical Director, February 5, 2003.

20 Texas Medication Algorithm Project, accessed March 3, 2003, at http://www.mhmr.state.tx.us/centraloffice/medicaldirector 

Texas Medication Algorithm Project

In 1996, Texas created the Texas Medication Algorithm Project (TMAP).  The TMAP pro-
gram was initially a small pilot intended to help standardize the prescribing practices affecting
all adults receiving behavioral health services by the state for depression, schizophrenia,
and/or bipolar disorder.  It has grown to encompass children’s behavioral health, and has been
used as a model in other states looking to increase quality of care and decrease program costs.  

Framework

Identification/Stratification: The program is initiated when an adult patient in a state-
sponsored program is diagnosed with depression, schizophrenia, or bipolar disorder, or when
a pediatric patient is diagnosed with depression or Attention Deficit and Hyperactivity
Disorder (ADHD).19 Patients are not stratified by risk.

Clinical Goals: The intervention is designed to improve clinical outcomes, reducing the
inappropriate use of psychotropic medications, and standardizing care of mental health
patients in accordance with provider-developed guidelines.

Outreach/Intervention: The TMAP intervention consists of three separate parts: algo-
rithms, or prescribing standards; patient and family education; and documentation.20 The
algorithms, which were created using peer-reviewed literature, advocacy community opin-
ions, and expert experience, establish prescribing standards for each disease state. The algo-
rithm component of the intervention consists of manuals created for each disease that pro-
vide best practices information and prescribing tactics for providers. The manuals are updat-
ed annually to reflect the latest clinical research findings.  Consumer, education, and advo-
cacy experts also developed curricula for patients and family members that explain the
importance of the prescribing guidelines.  The third part of the TMAP intervention
involves documentation of the prescribers’ practices and the patients’ outcomes using stan-
dardized scales, clinical outcomes, and use of prescription medications.  Finally, Texas uses
an aggressive outreach campaign to inform providers of the program.

Monitoring/Evaluation: Results from a small-scale study of an initial pilot program was so
promising that the state decided to require the use of TMAP for all mental health patients
in the state with depression, schizophrenia, bipolar disorder, and ADHD (pediatrics only).
According to Medicaid administrators, Texas is about to release results of a two-year study
showing that patients receiving care influenced by TMAP achieved “superior clinical out-
comes.” 

Part of the TMAP program’s success can be attributed to Texas’ effort to involve a broad set of
stakeholders in the development of the overall program.  Physicians were involved in creating
the medication algorithms, while advocacy and patient representatives were involved in the
development of the patient education component of TMAP.  This participation helped secure
buy-in from the physicians, as well as the advocacy and patient community.  The fact that the
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21 Interview with Alice Lind, Care Coordination Section Manager, January 2003; interview with Siri Childs, 
Pharmacy Research Specialist, January 2003; and interview with Trey Harrison, ACS, February 2003.

22 In Washington, the state initially confronted confusion at CMS about the need to request a waiver before 
implementing the program. CMS ultimately determined that the program was a “prepaid health plan” and that a 
waiver was required. The state is currently preparing a section 1915(b) waiver for CMS. In the interim, the state’s 
current state plan amendment has been approved and the state is proceeding with program implementation.

state targeted certain diseases and waited to launch the program across the state until learning
from its experience with a smaller pilot also helped Texas secure stakeholder support. 

One of the key challenges confronting Texas in implementing the program relates to docu-
mentation requirements. The documentation process was set up to standardize the method for
tracking beneficiary drug regimens and physician compliance with the state-developed algo-
rithms. However, requiring documentation of individual prescription drug treatment plans is
an administrative burden for some physicians and has resulted in inconsistent reporting across
the state.  Psychiatrists are familiar with the TMAP documentation forms, because many of
their patients have depression, schizophrenia, or bipolar disorder. The primary care physicians,
who are involved at the initial stages of treatment of depressed patients, are not as familiar
with the forms, and therefore have had more problems completing them.  

Disease-Driven Pharmacy Case Management in Washington

The Medical Assistance Administration (MAA) in Washington implemented several pro-
grams to contain pharmaceutical spending while maintaining quality of care, including the
Therapeutic Consultation Service, an initiative to review physician prescribing patterns (see
page 9), and an initiative to review the drug regimen of high-risk populations with specific dis-
eases (e.g., asthma, diabetes, CHF, and ESRD).21 The profile below describes two of
Washington’s clinical management programs in the FFS Medicaid population.22

After conducting an analysis of the costs and benefits of outsourcing, Washington contracted
with two vendors, McKesson and Renaissance, to provide disease management services with a
strong pharmacy component.  McKesson uses a basic telephone case management design for
three disease conditions (asthma, CHF, and diabetes), while Renaissance’s ESRD program is
based on direct nurse-patient interactions. 

The asthma and ESRD programs began on April 1, 2002, and the CHF and diabetes programs
began on July 1, 2002.  As of October 2002, McKesson contacted 7,000 patients to participate
in the diabetes program, 6,840 in the asthma program, and 1,500 in the CHF program.  The
state initially projected to enroll 150 beneficiaries in the ESRD program, but actual participa-
tion has exceeded expectations, with enrollment at 170 in October 2002.   
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23 Interview with Alice Lind, Care Coordination Section Manager, January 2003.

Framework

Identification/Stratification: The diagnosis of asthma, diabetes, CHF, and ESRD within
medical claims data initiates the program.  Medicaid beneficiaries with any of the diseases
are referred to the appropriate vendor.  McKesson enrollment technicians contact identified
patients with asthma, diabetes, or CHF.  Patients who agree to participate receive a risk
assessment over the phone.  Nurses, who assign patients to low-, medium-, or high-risk lev-
els, perform the risk assessments.  

Clinical Goals: The state established measurable clinical goals with both McKesson and
Renaissance for each of the programs.  For example, the state expects that 60 percent of
enrolled asthma beneficiaries will be on preventive medication, and that 55 percent will be
vaccinated against influenza.  These endpoints will be used to evaluate each program annu-
ally.  The state also hopes to reduce hospitalizations and unnecessary emergency room visits.
It was critical that expectations were set with the vendor prior to program implementation.  

Outreach/Intervention: Nurse care coordinators maintain regular contact with asthma, dia-
betes, and CHF patients to provide them with education about their disease and prescrip-
tion drug treatments, and to help them manage their disease based on their risk levels.
Patients with higher risk levels receive more frequent attention from the care coordinators,
including in-person nurse management provided to about 10 percent of high-risk enrollees.
Nurses make in-person visits to ESRD enrollees as they undergo dialysis. The initial visit
consists of a basic patient assessment.  Follow-up visits focus on education and patient man-
agement of ESRD, care coordination between physicians, and monitoring beneficiary health
status and medication compliance.

Monitoring/Evaluation: The University of Washington will evaluate these programs using
baseline per member/per month costs to determine program savings.  The evaluation, due
for completion at the end of 2003, will incorporate health outcome indicators, utilization,
medical cost trends, and client satisfaction.  By establishing clinical goals prior to program
implementation, the state is better positioned to conduct a meaningful evaluation of the
program. 

Washington is distinguished from other case study states in two key ways.  First, Washington
outsourced the implementation of its clinical management programs through contracts that
place the vendors at financial risk for achieving specified goals.   The state was given a man-
date to create disease management options for its FFS Medicaid beneficiaries, but with an
incredibly small operating budget.  Without the use of outside vendors, the MAA would not
have been able to meet the legislation’s mandate, according to a state official.23 Second,
Washington’s MAA set very specific and quantifiable clinical and savings goals. These pre-
determined goals will guide the evaluation of the programs from both a quality and a budget-
ary perspective. 



esearch into clinical pharmacy man-
agement activity in 13 states revealed

important design and implementation
issues that policymakers must consider
when developing these programs.  The
final section of this Report summarizes the
key challenges that are likely to affect state
success in integrating quality-focused ini-
tiatives into their current pharmaceutical
benefit structures.  More in-depth informa-
tion on states’ implementation experiences
will be the focus of future reports and tech-
nical assistance sessions related to the
CHCS Clinical Pharmacy Management
Initiative. 

Identification/Stratification 

Identification: The first issue faced by
states in designing a clinical management
program is determining the method for
identifying the beneficiary or provider to
participate in the program.  Examining the
practices of state fee-for-service programs
and certain targeted MCOs suggest that at
least two options exist for identifying
potential candidates: (1) using pharmacy
and medical claims data (e.g., identify ben-
eficiaries based on diagnosis or beneficiaries
with frequent hospitalizations and/or emer-
gency room visits) and (2) relying on
physician referrals.

• Use of Claims Data: A number of pro-
grams use pharmacy claims and
encounter data to identify beneficiar-
ies for program participation.  In
some cases, states have used the vol-
ume of prescriptions and/or certain
targeted medications (e.g., certain
high-cost medications such as proton
pump inhibitors) as the trigger.  In

other cases, programs have used
claims data to target beneficiaries
with certain chronic diseases, such as
asthma or diabetes. Finally, states
have used claims data to target
patients with long hospital admis-
sions or frequent emergency room
visits.  These programs also often rely
on the claims data for monitoring
and evaluation.  While most interview-
ees claim relative success with use of
claims data, it is recognized that
claims data are not always accurate.
For example, files may contain outdat-
ed addresses and incorrect coding.   

• Physician Referrals: Programs also rely
on physician referrals as a method for
enrollment.  In most cases, these pro-
grams were small pilot or community-
based programs and enrollment was
relatively small.

Stratification: Some programs stratify
patients by risk, and vary the intensity of
the intervention based on different risk
levels.  Risk stratification and the task of
tailoring clinical pharmacy management
programs to address the unique needs of
individual patients is a challenge for many
states.  We found that programs that
attempt to stratify patients rely on disease-
specific metrics or costs (based on pharma-
cy or medical claims data), or on risk
assessment surveys.  For example,
Mississippi stratifies diabetes patients into
low-, medium-, and high-risk levels based
on their HbA1c values.  The program
intervention is varied according to risk lev-
els (e.g., high-risk beneficiaries spend more
time with their pharmacy case managers). 
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Design and Implementation Issues 

R
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Clinical Goals 

When established prior to program imple-
mentation, clinical goals can serve as the
guide for designing and implementing clin-
ical management programs.  Developing
clinical targets upfront can benefit states.
It helps ensure that the program is clinical-
ly grounded, leading to quality improve-
ments, not just cost reductions, and a
greater likelihood of increased stakeholder
support.  Also, it provides administrators
the opportunity to consider and plan for
how goal attainment will be measured
(i.e., which metrics will be measured, how,
and when).  These considerations also can
direct program monitoring and evaluation
processes.  

It is important to develop a process to
establish goals that is open and includes a
variety of perspectives.  For example, clini-
cians’ input is critical to developing meas-
urable clinical quality metrics. It also
might be beneficial to include representa-
tives from claims administration to address
how claims data can be used to measure
clinical goals.    

Although most program administrators
interviewed expressed interest in develop-
ing clinical goals in the future, few pro-
grams do so currently.  Clinical goals that
have been established in most cases are
not quantified.  For example, some pro-
grams indicated that a general goal was to
reduce the number of medications pre-
scribed inappropriately.  Administrators of
programs that did not have measurable,
clinical goals established cited a lack of
funding and infrastructure to do so.     

Outreach/Intervention 

Outreach: Provider participation is an
important feature of clinical management
programs.  Participation often hinges on
three key elements: provider awareness,
program validity, and participation incen-
tives.  

• Provider Awareness: Provider aware-
ness is essential to the success of the
program.  One of the problems con-
fronting states that have attempted
to implement clinical management
programs unsuccessfully in the past
was a failure to educate physicians
about the program.  

• Program Validity: Successful clinical
management programs must be root-
ed in evidence-based practices.  For
example, pharmacy-driven disease
management often requires adher-
ence to recognized guidelines (e.g.,
asthma programs rely on guidance
issued by the American Academy of
Pediatrics).  Physicians are more
likely to reject efforts by states to
influence prescribing practices if they
are not grounded in respected clini-
cal guidelines. 

• Participation Incentives: States and
health plans often use incentives to
engage providers more actively in
the program.  For example,
Mississippi provides additional reim-
bursement for managed care plans in
the state that uses pharmacists to
perform drug regimen reviews for
asthma patients.  
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Intervention: There are significant varia-
tions in how states structure their pharmacy
interventions.  Some key structural aspects
include: program focus, use of outside ven-
dor, service reimbursement, program launch,
and enrollment/maintenance.  

• Program Focus: States may consider
whether the beneficiary, provider, or
both, will be the focus of the program.
That is, will the intervention encour-
age the beneficiary to change their
prescription drug regimen (e.g., case
management to increase compliance)?
Or will the intervention apply pres-
sure to the provider to alter the drug
regimen (e.g., compliance with pre-
scribing guidelines)?  

• Use of Outside Vendor: Some states
have outsourced the design and imple-
mentation of the intervention to an
outside disease management or other
vendor.  In other instances, the state
has designed and managed programs
internally.  In Washington, it was crit-
ical that the state work closely with
representatives from each vendor
before implementation, to establish
the structure of the programs, develop
measurable goals to guide the inter-
ventions, and institute an evaluation
process that would ultimately measure
program success.  

• Service Reimbursement: States have
developed varying payment structures.
For example, states may provide pay-
ment for certain services (e.g., reim-
bursement for pharmacist consulting),
adjust payment for performance, or
require outside vendors to assume risk.
Washington requires participating
vendors to assume financial risk by

incorporating performance-based pay-
ments into the contract. 

• Program Launch: In Texas, it also was
important that the state gradually
phase in the TMAP intervention.
Texas benefited from launching a pilot
TMAP program and expanding into
new regions and populations only
after the pilot’s success.  Not only did
the state gain experience with the
new program, but it also had time to
secure buy-in from major stakeholders,
such as mental health providers, nurs-
es, and patient groups.

• Enrollment/Maintenance: States and
plans also must determine how they
will enroll and maintain beneficiaries.
The researched programs rely on both
passive (opt-out) and active (opt-in)
enrollment methods.  Programs that
have active enrollment generally have
lower participation.  Opponents of
this method contend that the enrolled
beneficiaries end up being those bene-
ficiaries that are already taking an
active role in managing their health
care and thus, not good candidates for
management.  Some states have bene-
fited from passive enrollment.  While
this method of enrollment provides a
rich pool of beneficiaries, it may be
difficult to truly engage beneficiaries
in the program.
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Monitoring/Evaluation

• Measurable, Objective Outcomes:
States that have been successful in
implementing clinical management
programs have established quantifi-
able outcomes that can be defined
and measured in objective ways.
When designing clinical manage-
ment programs, states must deter-
mine which outcomes will be meas-
ured and how they will be measured
prior to program implementation.
For example, states may want to con-
sider the following: adherence to
clinical treatment guidelines, adher-
ence to prescribing algorithms in
areas where large variations in pre-
scribing exist, management/monitor-
ing of patients with diseases in which
compliance with prescription med-
ications is critical (e.g., diabetes,
asthma, CHF), and prevention of
acute events, such as hospital read-
missions or emergency room visits.
When developing savings targets, it
is important to consider the time-
frame over which savings can reason-
ably be expected to accumulate.

• Documentation Requirements: When
constructing evaluations, states must
consider the potential administrative
burden the documentation places on
providers.  If program evaluations
rely on provider-generated data,
states also must work to ensure that
potential variability in the ways
providers document clinical activity
is minimized.  

In Texas, physicians have had difficulty
keeping up with the documentation
involved with the program, especially
those primary care physicians who are not
as accustomed to the standardized forms as
psychiatrists in Texas.  Psychiatrists are
familiar with the TMAP documentation
forms, because many of their patients have
depression, schizophrenia, or bipolar disor-
der. The primary care physicians, who can
sometimes be involved at the initial stages
of treatment of depressed patients, are not
as accustomed to the forms, and therefore
tend to have more complications complet-
ing them.  In addition, even though stan-
dardized scales are used to document
progress, the state has noticed that the
method with which each physician docu-
ments each patient can vary, especially
with primary care physicians for the rea-
sons described above.



Through the Clinical Pharmacy
Management Initiative, CHCS and The
Health Strategies Consultancy LLC will
work to assist states in addressing these
issues and developing effective clinical
management interventions in the Medicaid
prescription drug program.  Key, comple-
mentary goals of the project are to assess
the knowledge base on clinical manage-
ment programs, draw lessons from the
available information, highlight key areas
where additional investigation is necessary,
and transfer the working knowledge base to
purchasers of publicly funded health care
services to improve overall quality. 
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linical pharmacy management pro-
grams are attractive to states because

they provide the basis for improvement in
beneficiary care with the potential for long-
term cost savings.  Through education, case
management, provider detailing, and other
activities, clinical pharmacy initiatives
eliminate inappropriate drugs from patients’
regimens, reduce the risk of harmful and

expensive drug interactions,
and boost compliance.  The
interventions target the most
vulnerable populations who
have the most intensive med-
ical needs and drive state
Medicaid spending.

States and health plans should
use the information captured
through monitoring and evalu-

ation activities to improve the design and
implementation of their clinical manage-
ment programs. By communicating the
results of effective clinical pharmacy man-
agement pilots within the state Medicaid
agency to other state agencies, to contrac-
tors, and across state lines, improved quality
and cost reductions can be applied to
broader populations. Implementing clinical
pharmacy management across multiple state
programs can set global standards for care
and reduce administrative burden and con-
fusion among providers who participate in
multiple state programs.     

Conclusion 

C

States and health plans

should use the informa-

tion captured through

monitoring and evalua-

tion activities to improve

the design and imple-

mentation of their clini-

cal management pro-

grams. 



he Health Strategies Consultancy
LLC relied on a combination of pri-

mary and secondary resources to develop
information on states’ clinical management
strategies.  We conducted a survey of all 50
state Medicaid programs and a literature
review of news articles, health care journals
and other periodicals, and state govern-
ment reports to learn about states’ existing
clinical management initiatives.  Once pro-
grams were identified, interviews were con-
ducted using an open-ended protocol with
key representatives in 13 states.

Representatives from targeted Medicaid
managed care plans were interviewed to
learn about managed care approaches to
control the cost and raise the quality of care
for low income individuals, which could
potentially inform state Medicaid strategies.

The appendix provides a sampling of the
types of clinical pharmacy management
approaches used in state Medicaid pro-
grams (fee-for-service, managed care, and
primary care case management).  Program
details available on or provided by
researched states and health plans varied.
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Appendix 
State Summaries of Clinical Pharmacy Management Programs 
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