
Medicare

A decade of

Part D



It’s not an understatement to say the creation of the Medicare Part 
D program forever changed community pharmacy. For millions of 
elderly and disabled Americans, Part D meant access to lower-cost 
prescription medications. However, for community pharmacy, it 
meant the beginning of declining reimbursements, unprecedented 
oversight, and a virtual stranglehold by the pharmacy benefit manag-
ers (PBMs) that operate the Part D plans. 

HOW PART D CAME TO BE
The Medicare Prescription Drug, Improvement, and Modernization 
Act (otherwise known as the Medicare Modernization Act) was intro-
duced in the summer of 2003 and hotly debated for nearly six months 
in Congress before passing the House and eventually the Senate. The 
bill was signed into law by President George W. Bush on Dec. 8, 2003 
and the program launched on Jan. 1, 2006.

The law amended the Social Security Act to create the first-ever vol-
untary prescription drug benefit under the Medicare program, and it 
represented the largest overhaul in the program’s 38-year history. 

Ten years in, the landmark law 
continues to bring challenges 
and opportunities
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ins and outs of the Medicare Part D 
program. In total, some 7,000 commu-
nity pharmacists attended these free 
events, which took place across the 
country from July to September 2005.

“It was a completely new program, 
and pharmacists were looking for 
education and guidance about how it 
would affect them and their patients,” 
says Ed Heckman, then-CEO of 
Compliant Pharmacy Alliance buying 
group, who served as one of the town 
hall speakers.

Pharmacists came with a lot of ques-
tions, many of which centered on the 
enrollment process and what type of 
assistance they and their staff could 
provide to patients during the enroll-
ment period. In 2005, many seniors 
did not know how to use a computer 
or understand what factors to consid-
er when choosing a prescription drug 
plan (PDP).

Pharmacists headed home from these 
town halls to find patients deluged with 
marketing materials from the plans. In 
many cases, patients brought these 
brochures and fliers to the professional 
they trusted most with decisions about 
their prescription medications—their 
community pharmacist.

“Patients really relied on us to help 
them find the best plan for them,” 
explains Miller, recalling how patients 
would literally come in with grocery 
bags full of marketing information 

from the plans. “I can remember sift-
ing through those bags and just being 
shocked at the amount of money 
these companies were spending to 
get patients to join their plan.”

Community pharmacies, including 
Barney’s Pharmacy in Georgia, 
dedicated significant resources to 
helping patients understand this new 
program. Owner Barry Bryant, RPh, 
tasked multiple pharmacists who did 
nothing but meet with patients and 
walk them through the process.

“I can remember the pharmacy con-
sistently having a room full of people 
waiting to have a personal discussion 
about the new plans,” says David 
Pope, a staff pharmacist at the Bar-
ney’s location in Augusta, Ga. Pope 
recalls the challenges of explaining 
the Medicare Part D structure to 
patients. “Many patients didn’t even 
know what a deductible was, so we 
had to explain that to them,” he says. 
“Then, we had to explain how their 
coverage would essentially go away 
when they entered the coverage gap. 
That was difficult for a lot of patients 
to understand.”

Despite the overwhelming confusion, 
pharmacists were limited in what they 
could do to help their patients choose 
a plan. 

“As pharmacists, we were only al-
lowed to give out certain information. 
We couldn’t steer patients toward a 
particular plan,” Miller explains. “It 
was always funny to me because as 
pharmacists, we understood more 
about the dispensing and pricing 
of prescription medication than the 
people who were out there selling 
these plans.”

And while pharmacists couldn’t direct 
patients toward any particular plan, 
there was one plan pharmacists en-
thusiastically supported—Community 
CCRx®.

Prior to the creation of Part D, com-
munity pharmacists saw firsthand the 
challenges seniors faced in paying 
for prescription medications. Many 
pharmacists, such as Drew Miller, RPh, 
owner of Wynn’s Pharmacy in Griffin, 
Ga., supported the program’s goals of 
making medications more affordable 
for seniors.

“Before Medicare Part D, there were 
many seniors who had to decide wheth-
er to pay their gas bill, buy groceries, or 
get their medicines,” recalls Miller. “I’m 
sure the focus of this program was to 
make it easier for these individuals not 
to have to make such a critical choice 
about whether or not to stay well and 
take their medicines. I think that was 
the original purpose of Part D.”

PHARMACISTS TAKE THE LEAD
And so with access and affordability 
as its goal, the Medicare Part D pro-
gram was scheduled to launch Jan. 1, 
2006. For the two years leading up to 
its debut, the Centers for Medicare & 
Medicaid Services (CMS), the agency 
tasked with implementing the Part D 
program, began writing the regula-
tions for the new program.

As a more immediate measure, CMS also 
rolled out a drug discount card program. 
In this program, the government con-
tracted with private companies to provide 
eligible individuals with prescription drug 
discounts and other subsidies. Many of 
the early participants in the discount card 
program would become eventual players 
in the full Part D program. 

Organizations such as NCPA could 
see a major change was ahead. 
Instead of sitting on the sidelines, 
NCPA, along with wholesalers, buying 
groups, and state associations, joined 
together in an unprecedented fashion 
to educate pharmacists about the new 
prescription drug benefit.

Pharmacists by the thousands flocked 
to 27 town halls nationwide to learn the 
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Community CCRx grew out of a desire 
to create a Medicare Part D plan that 
emphasized the relationship between 
patients and their community phar-
macist. Creating a new Part D Plan 
was resource and expertise intensive, 
so NCPA collaborated with Mem-
berHealth, a small PBM, to develop 
the core principles that would define 
Community CCRx. This included a 
commitment to 90 days at retail (no 
mail order) and aligned incentives that 
rewarded pharmacists for encourag-
ing the use of cost-saving generics 
and reimbursing pharmacists for 
providing face-to-face patient care 
services to improve patient outcomes. 

First launched as a Medicare drug 
discount card, Community CCRx be-
came one of the first 10 national PDPs 
approved by CMS. As a direct result of 
pharmacists’ efforts to educate their 
patients about Community CCRx and 
its unique benefits, the plan was a 
major success and became one of the 
largest plans out of the gate behind 
PDPs offered by insurance giants 
UnitedHealthcare, Humana, and Well-
Point (now Anthem).

Community CCRx’s success also 
made it a target, and the plan transi-
tioned to Universal American in 2007 
before eventually being acquired by 
CVS Caremark in 2011.

“That was so unfortunate, because 
it was such a good model, and it 
surprises me that no one has tried to 
replicate it,” Miller laments. “It was 
such a great working model, and it’s 
because it had community pharma-
cists as part of the mix.”

MEDICARE D DAY
The start of the Part D program on 
Sunday, Jan. 1, 2006, was anything 
but smooth. Claims couldn’t be 
transmitted to many of the plans. 
Pharmacists frequently couldn’t verify 
patients’ eligibility. Many patients had 
not yet received their identification 

“We started by hosting town hall meetings 
to educate our patients and our community 
about the Part D program. Our pharmacies 
became the places our disabled and seniors 
went for help with the Part D program—
navigating formularies, narrowing down the 
best plans. We met not just with seniors, 
but their entire families.”

Tripp Logan, PharmD
Vice President, Logan & Seiler Inc. 
Charleston, Mo.

Responding to the Call
“We sat down with patients during 
20-minute slots and used the Medicare.
gov site to enter their medications, show 
them their best plan options, and explain 
to them the premium, deductible, donut 
hole, and total out-of-pocket costs for each 
plan. Even if I couldn’t do them all at the 
store, I would call the patients at night.” 

Jack Dunn, RPh
Owner, Jasper Drug Store
Jasper, Ga.

“We had to make so many phone calls 
early on. I can remember vividly one of 
our longtime patients signed up for a 
plan that was based in California. I had to 
stay one night until almost 7:30 p.m. on 
hold to try to get into that plan’s network 
so I could serve that patient.”

Drew Miller, RPh
Owner, Wynn’s Pharmacy
Griffin, Ga.
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macies began to receive payments 
in a more reasonable timeframe 
(14 days for clean claims submitted 
electronically). 

Fortunately, pharmacists’ efforts in 
those early days did not go unnoticed. 
Then-CMS Administrator Mark McClel-
lan, MD, acknowledged the tremen-
dous efforts of community pharma-
cists at NCPA’s Legislative Conference 
in May 2006, saying, “…pharmacists 
were central to making the program 
work…. pharmacists were doing what 
it took to get beneficiaries the pre-
scriptions they needed—even when 
you had to cope with gaps in billing 
information for certain beneficiaries, 
and with unacceptably long wait times 
on pharmacy help lines.”

PBMS PUSH THE ENVELOPE; 
CMS RESPONDS  
When Medicare Part D was enacted, 
it was the first time a government pro-
gram had been created and essentially 
turned over to private companies. The 
plans received payments from the 
government to provide Medicare-sub-
sidized drug coverage to enrolled 
beneficiaries.

Despite provisions in the MMA that 
prohibited mandatory mail order, 
these for-profit plans began aggres-
sively marketing their mail order ser-
vices, including misleading robo-calls 
and confusing letters sent to bene-
ficiaries’ homes. When groups such 
as NCPA stepped in to oppose these 
efforts, CMS responded with more 
regulation to protect beneficiaries.

In another move to influence pa-
tients’ choice of pharmacy, plans 
began co-branding with large retail 
pharmacy chains. It started in 2011 
when Humana debuted its co-brand-
ed Humana Walmart-Preferred 
Rx plan and was followed by the 
Aetna-CVS/Pharmacy plan in 2012. 

tions more affordable for seniors.

“Before Medicare Part D, there were 
many seniors who had to decide 
whether to pay their gas bill, buy gro-
ceries, or get their medicines,” recalls 
Miller. “I’m sure the focus of this pro-
gram was to make it easier for these 
individuals not to have to make such 
a critical choice about whether or not 
to stay well and take their medicines. I 
think that was the original purpose of 
Part D.”

PHARMACISTS TAKE THE LEAD
And so with access and affordability 
as its goal, the Medicare Part D pro-
gram was scheduled to launch Jan. 1, 
2006. For the two years leading up to 
its debut, the Centers for Medicare & 
Medicaid Services (CMS), the agency 
tasked with implementing the Part D 
program, began writing the regula-
tions for the new program.

As a more immediate measure, CMS 
also rolled out a drug discount card 
program. In this program, the govern-
ment contracted with private compa-
nies to provide eligible individuals with 
prescription drug discounts and other 
subsidies. Many of the early partici-
pants in the discount card program 
would become eventual players in the 
full Part D program. 

Organizations such as NCPA could 
see a major change was ahead. 
Instead of sitting on the sidelines, 
NCPA, along with wholesalers, buying 
groups, and state associations, joined 
together in an unprecedented fashion 
to educate pharmacists about the new 
prescription drug benefit.

Pharmacists by the thousands flocked 
to 27 town halls nationwide to learn 
the ins and outs of the Medicare Part 
D program. In total, some 7,000 com-
munity pharmacists attended these 
free events, which took place across 
the country from July to September 
2005.

“[Due to eligibility issues and claims 
processing challenges], pharmacies 
gave away medications for the first 
3-6 months of the program without 
knowing if they’d ever be paid for 
them. Community pharmacists really 
deserve a medal of honor for what they 
did to make the program work.”

Edward Heckman, RPh
Founder/President, PAAS National
Stoughton, Wis.

“If there’s one thing I would put my 
money on, it’s that independent 
pharmacists know quality. Because 
at the end of the day, they care about 
their community. They live in their 
community, and the same people they 
serve are sitting beside them in church 
on Sunday. Ultimately, their ability to 
put food on the table is dependent on 
quality.”

David Pope, PharmD
Staff Pharmacist, Barney’s Pharmacy
Augusta, Ga.

cards from their plans. Even patients 
who did have identification cards 
didn’t always show up in the system.

“January’s always a tricky time in the 
pharmacy anyway [because of cover-
age and benefit changes],” explains 
Miller. “But when you have a third of 
your patients experiencing that, it was 
almost overwhelming.” 

Pharmacists would receive vague, 
non-descriptive errors when they tried 
to submit claims and had no option 
other than to call the plan’s help desk. 
The calls flooded the call centers at 
a record rate, and few plans could 
keep up. Many pharmacists recall 
numerous instances of being on hold 
for more than an hour trying to get 
through to the help desk.

But with their patients relying on them, 
pharmacists did what they do best. 
“We knew we had to get in there and 
make it work for them,” Miller says.

In cases where coverage could not 
be verified, pharmacists gave away 
medicines with the hope they would 
be paid. When the payments even-
tually came, it was at a much slower 
pace than pharmacies had been 
accustomed. Many Part D patients 
had previously been covered by state 
Medicaid programs, which often paid 
on a weekly schedule. Now, pharma-
cies were looking at payments from 
the Part D plans that averaged 4-6 
weeks during the first six months of 
the program. 

Some pharmacies were forced to take 
out loans to pay their wholesalers. 
NCPA worked feverishly with Con-
gress to implement legislation that 
required prompt payment. In 2008, 
despite extensive opposition lobbying 
and a veto by President Bush that 
had to be overridden, a prompt pay-
ment provision was passed as part 
of the Medicare Improvements for 
Patients and Providers Act, and phar- Continued on page 30 



NCPA had previously successfully 
fought to remove large chain drug-
store logos from beneficiary cards.  
These new preferred networks 
once again led to confusion among 
beneficiaries about where they could 
obtain their prescriptions.

“Patients were (and still are) confused 
many times about where they must fill 
their prescriptions and at what cost,” 
says Tripp Logan of Logan & Seiler 
Inc., which operates three pharmacies 
in southeast Missouri. “Unfortunately, 
independents are often left out in the 
cold when Part D patients are pushed 
to chains and mail order, not realizing 
they can still fill their prescriptions at 
their community pharmacy.”

This confusion has only increased 
with the growth of tiered pharmacy 
networks. In these tiered models, ben-
eficiaries are incentivized with lower 
co-pays to fill their prescriptions at 
preferred cost-sharing pharmacies. To 
participate in these preferred cost-shar-
ing networks, pharmacies must accept 
lower reimbursement and often pay a 
fee to the plan (known as a Direct/Indi-
rect Remuneration or DIR fee).

A recent report by the Kaiser Family 
Foundation, entitled “Medicare Part 
D at Ten Years: The 2015 Marketplace 
and Key Trends, 2006-2015,” found 
that an astounding 87 percent of all 
PDPs (representing 81 percent of 
all enrollees) now have a preferred 
pharmacy network. NCPA member-
ship has cited this as one of their 
top advocacy priorities. NCPA has 
coordinated work with other industry 
proponents and as a result, commu-
nity pharmacies have more choices of 
pharmacy networks. Still, the asso-
ciation continues to advocate that 
any pharmacy willing to accept the 
same contract terms and conditions 
should be allowed to participate in the 
taxpayer-funded Part D program. 

NEW OPPORTUNITIES FOR PHAR-
MACIST-DELIVERED SERVICES
For all its challenges on the reim-
bursement side, Medicare has created 
new opportunities for pharmacists to 
get involved in clinical services.

Pope, who also consults for indepen-
dent pharmacies across the country, 
points to medication therapy manage-
ment (MTM) and diabetes education, a 
Medicare Part B benefit, as two oppor-
tunities for pharmacists to get involved 
in reimbursable clinical services.

“MTM is a good start, but pharma-
cists have proven they can do much 
more,” Pope explains. He points to the 
program’s restrictive criteria and says 
more could be done to help patients 
before their health declines. “When you 
look at MTM, in order to qualify (for Part 
D coverage), you pretty much have to be 
a diabetic, hypertensive train wreck,” he 
says, referring to CMS’ MTM eligibility 
criteria, which requires a beneficiary 
to have multiple chronic diseases, be 
taking multiple Part D drugs, and likely 
to incur annual Part D drug costs that 
meet or exceed $3,507 for 2016.

In September, CMS announced it will 
be piloting an enhanced MTM program 
in 2017 in 11 states. The pilot would 

allow community pharmacists to refer 
patients into a Part D plan's MTM pro-
gram instead of waiting for patients to 
qualify based on their projected drug 
spend and diagnosis codes.

Pope and others would like Medicare 
Part D to lead the way in other areas 
too, including chronic care manage-
ment, which would allow pharmacists 
to be paid for the non-face-to-face ac-
tivities they do to help patients achieve 
better outcomes.

MORE OVERSIGHT,  
MORE REGULATIONS
As soon as CMS got through the initial 
hurdles of the program’s implemen-
tation, the agency and plan sponsors 
quickly shifted their focus to oversight 
to protect the program’s integrity and 
ensure its financial solvency.

“The Medicare Part D program was 
designed from the beginning for 
sponsors to have compliance pro-
grams, including policies to detect, 
correct, and prevent fraud, waste, 
and abuse,” explains Heckman, who 
is also the founder and president of 
PAAS National, which specializes 
in helping community pharmacies 
defend themselves against unfair 
audit practices. 
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“The audits started very early in the 
game and have grown over time and 
have become an even greater focal point 
as a result of Office of Inspector General 
reports and Government Accountability 
Office studies that have brought to light 
much of the rampant abuse in the Medi-
care program,” Heckman says.

Heckman also attributes much of 
the recent enforcement activities to 
plan sponsors’ and CMS’ data-mining 
capabilities.

“The standardization of Prescription 
Drug Event (PDE) data in the Part D 
program gives organizations like CMS, 
OIG, GAO, and the plan sponsors 
unparalleled abilities to electronically 
cultivate it and get all sorts of data,” 
he says. “It allows them to look for 
outliers, basically anything that falls 
outside normal ranges.”

Pharmacies with numbers that fall 
outside the norm have an uphill battle 
ahead of them, according to Heck-
man. “Even if the pharmacy is judged 
to be okay, it’s likely to be a tough fight 
involving extensive audits, intense 
scrutiny, and potentially involvement 
of the [Drug Enforcement Adminis-
tration], especially for opioid-related 
activities, which are a huge focus.”

A NEW EMPHASIS ON QUALITY
A key feature of the Medicare Mod-
ernization Act was its emphasis on 
quality. To fiscally sustain such a 
large program, a fundamental change 
needed to take place—shifting the 
program from one that paid based on 
the quantity of services provided to 
one that paid based on quality.

CMS began measuring plans’ perfor-
mance in 2006 and formally intro-
duced the now-familiar five-star ratings 
scale in 2008. Initial criteria included 
factors such as call center perfor-
mance. Over time, these process-ori-
ented measures shifted toward more 
quality-based measures, including the 

adherence measures for statins and 
oral diabetes medications seen today.

This emphasis on quality has changed 
how pharmacies look at these ser-
vices. Logan, who also helps pharma-
cies build and implement adherence 
services, explains that before Part D, 
most pharmacies weren’t looking at 
things like medication adherence and 
medication safety in a formal way.

“Community pharmacies now have 
to focus on ‘measurable quality’ to 
ensure they are seen by health plans 
as positive outcomes-producing, 
quality-driving health care partners,” 
Logan explains. “Prior to Part D, this 
was not a common focus in communi-
ty pharmacies, but now it is.”

However, quality also has the potential 
to be a game-changer when it comes 
to independent pharmacy’s participa-
tion in preferred pharmacy networks, 
according to Pope. Current preferred 
network contracts, he says, are a 
“race to the bottom” in terms of who 
will accept the lowest reimbursement. 
However, the emphasis on quality 
gives independents an advantage.

“Ultimately, the goal with these quality 
measures is to go from ‘Are your 
patients taking their medications?’ 
to ‘Are your patients having better 
outcomes?’” Pope says. “If we’re able 
to aggregate our results and show 

that we go beyond adherence to better 
outcomes, we can challenge our 
insurance companies and have the 
upper hand when it comes to creating 
preferred pharmacy networks based 
on quality.”

PART D CONTINUES TO EVOLVE
What the future holds for Medicare 
Part D is hard to say. The total number 
of PDPs in 2016 represents less than 
half the number offered at the peak 
level in 2007 of 1,875 plans. Several 
high-profile mergers in the market-
place have led to a consolidation of 
Part D plans. The Kaiser report found 
nearly half of all Part D beneficiaries 
are currently in a plan operated by 
three plan sponsors: UnitedHealth, 
Humana, and CVS Health. 

New, high-cost biologics and specialty 
medications may pose significant 
financial challenges to the govern-
ment-subsidized program. Pending 
MAC transparency legislation, which 
will require more frequent (and 
transparent) pricing, may help to ease 
some of the reimbursement challeng-
es on the pharmacy side. 

However, regardless of what hap-
pens, you can believe community 
pharmacy will be a valuable part of 
the Medicare Part D program for 
many years to come. ■
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