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Pharmacy Services Administration 
Organizations (PSAO)
Myths vs. Facts

BACKGROUND
In January 2021, the Pharmaceutical Care Management Association (PCMA) released a report entitled, “Pharmacy 
Services Administrative Organizations (PSAOs) and their Little-Known Connection to Independent 
Pharmacies.”

A recent unanimous decision by the United States Supreme Court

PSAO services require increased regulation and oversight.MYTH
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https://www.pcmanet.org/wp-content/uploads/2021/01/PSAO-Report_Health-Evaluations-1.pdf
https://www.supremecourt.gov/opinions/20pdf/18-540_m64o.pdf
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payments for medications.
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Services Provided By PSAOs:

Managing insurer and PBM relationships, 

Ensuring pharmacy clients understand their rights and responsibilities regarding responding to or 
 

Assisting with regulation compliance and credentialing
Aggregating claims to a single payment from a third-party payer 

Managing and analyzing pharmacies’ payment and drug dispensing data 

https://www.kff.org/medicare/issue-brief/how-does-prescription-drug-spending-and-use-compare-across-large-employer-plans-medicare-part-d-and-medicaid/
https://www.kff.org/health-costs/state-indicator/total-retail-rx-drugs/?dataView=1&currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://ncpa.org/newsroom/news-releases/2019/10/16/local-pharmacies-pushed-to-brink-by-pharmacy-benefit-monopolies
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PSAOs Do Not:

Dictate reimbursement rates
Set Maximum Allowable Cost (MAC) rates
Determine formulary listings or patient coverage
Retain any portion of pharmacy reimbursement
Create Direct and Indirect Remuneration (DIR)* fees — or retain any portion of DIR or 
dispensing fees
Accept all contract terms
Create networks or plan structures

*In fact, PSAOs provide tools to help improve patient outcomes, which can in turn reduce DIR fees for pharmacies. 

PSAO services do not involve the acquisition, distribution or pricing of 

pharmacy administratively and logistically.

PSAOs play a major role in a complex pharmaceutical supply and 
payment chain.

4

which stated, “over half of the PSAOs ... reported having little success in modifying certain contract 
terms as a result of negotiations. This may be due to PBMs’ use of standard contract terms and 
the dominant market share of the largest PBMs. Many PBM contracts contain standard terms and 
conditions that are largely non-negotiable. 5

PBM Patient Lives Served Market Cap 

100,000,000

$91 Billion

45,000,000 $312 Billion 
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7. Susan Jaffe, “No More Secrets: Congress Bans Pharmacist ‘Gag Orders’ On Drug Prices,” Kaiser Health News, October 10, 2018. 

taking advantage of the system

• 

• 

• Formulary design; 

• 

• Where a patient can obtain their medication; 

• 

•  

The same independent pharmacies that are required to negotiate 
network participation within a network designed and controlled by a PBM, or risk going out of 
business, are competing with PBM-owned pharmacies.

PBMs make enormous 
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https://www.pharmacist.com/article/big-time-pbm-scrutiny-way-us-supreme-court-agrees-hear-arkansas-case
https://www.withmehealth.com/newsroom/from-benefit-cards-to-billions-in-profits-the-evolution-of-the-modern-pbm
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Notably, the PSAO owned by one of the largest wholesalers represents approximately 7,000 stores. 

of the three largest PBMs

PSAOs Currently Operating in the U.S.

5,000

5,400

Other PSAOs

• Arete

• Pharmacy First

WHAT YOU NEED TO KNOW
• 

• 

• 

• 

• 

• 

• 
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