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Fundamental change in contract model saves over $160 million 
State awards pharmacy benefit management contracts  

 
 Lansing – The Department of Management and Budget (DMB) has awarded pharmacy 

benefit management (PBM) contracts that will save the state more than an estimated $160 

million over the next three years.  

 “We’re pleased with the savings that have resulted from the purchasing strategy that 

produced these contracts,” said DMB Director Lisa Webb Sharpe.  “Our entire team continues to 

work hard to deliver the best value for our taxpayers’ dollars.” 

 With State Administrative Board approval yesterday, a contract for the Michigan Public 

School Employees Retirement System (MPSERS) was awarded to Catalyst Rx, which covers 

190,000 people; and the contract for the Civil Service Commission (CSC) which covers 150,000 

state employees, retirees and their dependents was awarded to Blue Cross Blue Shield of 

Michigan. 

 Three-year estimated savings, based on current plan pricing and 2008 costs, are $162.8 

million, with savings of $46.6 million to MPSERS and $116.2 million to CSC for state employees 

and retirees.  The new model and its requirements for complete transparency is one of the most 

progressive models being used in the country.    

 This was the first time that the two distinct programs, MPSERS and CSC, were bid 

collectively.  The bid utilized a new pricing methodology from the model historically used by the 

state of Michigan.  The pass-through pricing model means that the contractors must pass-

through to the state all financial benefits (including 100 percent pass-through of all rebates, 

associated fees and revenue streams) obtained from all pharmaceutical manufacturers, 

wholesalers and other sources.  

In addition to the savings identified, Catalyst Rx indicated they would create 67 new jobs 

in Michigan in order to respond to this contract and other regional clients.  This call center, 

which is Catalyst Rx’s third regional center, has the potential for additional growth. 

 Once finalized, the contracts will also be available to local units of government, school 

districts, colleges and universities, as well as non-profit hospitals who are members of the 



 

 

Michigan Delivering Extended Agreements Locally (MiDEAL) program.  MiDEAL is a 

cooperative purchasing program that offers the use of competitively bid contracts to its 

members.  By using contracts from the state’s portfolio, members not only save money, but 

eliminate administrative duplication by saving time and labor needed to make procurements.   

 This was a significant collaborative effort to create a new bidding and price model 

between the Department of Management and Budget Purchasing Operations, the Office of 

Retirement Services and the Civil Service Commission.   


