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The tradition of physician dispensing should not represent a
threat to the practice of pharmacy unless physicians offer
consumers a sufficiently attractive combination of price and
service to draw their business away from pharmacies. To the
extent this occurs, consumers’ interests would appear to be
well-served. We do not believe that a desire to protect a class
of competitors from the rigors of competition is an adequate
basis to enact this legislation.

The memorandum accompanying the original draft of the bill
also cites a perceived potential conflict of interest for
dispensing physicians, i.e., that physicians who dispense for
profit may be 1led by their own financial interests to harm
patients by overprescribing or prescribing inappropriately.
This, of course, is the same issue that arises whenever a —
practitioner orders any medical procedure he provides himself,
including 1lab work; diagnostic imaging, ~or —even follow-up
visits.8 Indeed, pharmacists face this potential conflict when
they recommend vitamins or non-prescription drugs.

Although this potential conflict may arise whenever a
physician both recommends and provides a service, consumers may
not obtain net benefits from the prohibition of an entire
category of transactions. Such a prohibition could increase the
costs incurred by consumers, especially the cdost of lost
convenience. Before enacting Senate Bill 3094-A, the Senate may
wish to consider whether the risk of potential overprescribing
requires that consumers foregc the —benefits of increased
convenience and possibly increased competition.®

We support efforts to ensure that both physicians and
pharmacists adhere to health and safety regulations that have a
net positive effect. For example, some may argue that physicians

8 It is useful to note that private health insurance
companies, important market actors with strong incentives to keep - - - -
costs 1low and avoid inappropriate prescribing, generally
reimburse physicians on the same basis as pharmacies. They do not
ban physician dispensing or discriminate against it. See Letter
from Elizabeth C. Rothbera Health Insurance Association of

America, to Alison MaggaﬁzylFederal Trade Commission (June 8,
1988) (report on a recent survey of insurers by the Health

Insurance Association of America) attached hereto.

9 In weighing the benefits of prohibiting phy
dispensing, it should be noted that remedies agai
overprescribing may already exist. For example, licensing boards

could discipline physicians who prescribe inappropriately.
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who dispense drugs should be subject to the same sanitation,
recordkeeping, and other requirements that apply to pharmacists.
To the extent that such regulations are cost-effective and
reasonably related to public health and safety, their imposition

may advance public welfare without limiting consumer choice among —

qualified providers of prescription drugs.

In sum, dispensing of prescription drugs by physicians
increases consumers’ abilities to choose among qualified
providers of pharmaceutical services. The option not to make a
separate trip to a pharmacy may be important to some consumers.
The resulting competition among practitioners, and between
practitioners and pharmacists, may result in lower prices and
improved services.

Sincerely,
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Michael Joel Bloonm B
Regional Director

Attachment



Healtt Insurance AssOChinon of Americs

, June 8, 1988

Ms. Alison Masson

Econonist

Federal Trade Commission
Room S-5628 —
Washington, DC 20580 o

Dear Ms. Masson:

We discussed several months ago insurer’s reimbursement

practices regarding prescription drugs dispensed and sold by
physicians.

I posed this question to Health Insurance Association of
America (HIAA) member companies represented on the
Pharmaceutical Relations Subcommittee. The Subcommittee
represents a small sample of large and medium-size membher
companies. Members were asked to address the issue as it
affects various prescription drug payment modes including:
Major Medical/Compreheﬁsive;'Card*?Iéns’with Participating
Providers, Preferred Provider Arrangements and Health
Maintenance Organizations.

Responses are summarized below:

1) Malor Medical/Comprehensive: The majority of )
respondents indicated that drugs sold by
physicians are reimbursed on the same basis as
those sold by pharmacies provided the charges are
made by a legally qualified physician for drugs
and medicine, which by law require a physician’s
prescription.

2) cara oviders: Most
respondents with prescription drug card programe
contract with third party intermediaries, such as
PCS and PAID, for administrative services (i.e.
claimg processing, negotiations with )
pharmacies). Most card plans do not enroll
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