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Formulary and Drug Use Policy 
Michael Haile Pharm D 

 

I. Formulary: A list of medications that are designated as “preferred” and are stocked by the pharmacy for use in 
the hospital.  The ASHP defines formulary as: “a continually revised compilation of pharmaceuticals (plus important ancillary 
information) that reflects the current clinical judgment of the medical staff” 3.  Used by HMO/MCOs, insurance companies, 
hospitals, Medicaid/Medicare and community pharmacies.  The list is periodically reviewed by a pharmacy and 
therapeutics (“P & T”) committee to assess new medications and remove older medications.  Points to consider in 
developing a formulary are efficacy, side effects, typical disease states and conditions found in the community 
(MRSA, VRE), dosage forms, patient compliance, indication, storage, dosing schedule, schedule (II-V), preparation 
required by pharmacy, monitoring, class redundancy, availability outside of the hospital, and cost (patient and 
facility).  Usually two to three drugs per class.  Changes to formulary should be readily available to all persons 
affected (intranet site).  Drugs should be referenced by their non-proprietary names, while generic and therapeutic 
equivalents are encouraged to facilitate cost savings3.   
 

A. Open: A list of recommended drugs used by an MCO, institution or facility that contain no restrictions 
with regard to prescribing by practitioners.      
B. Closed: A list of recommended drugs used by an MCO, institution or facility that is limited by the 
number, class, and prescribing privileges allowed.  

1. Positive: Clean sheet of paper, then add drugs.  Thorough and best for limiting drugs used in 
the institution, but inefficient and time consuming.  Must evaluate and develop policies for every 
medication, i.e. APAP to Zyvox.   
2. Negative: Start with currently established drugs, used in the hospital and remove redundant, 
questionably efficacious, outdated, non-utilized therapies.  May end up with larger formulary. 

C. Established/Partially Closed 
1. Most common, exceptions are allowed.   

a) Uncontrolled use: Entire medical staff 
b) Monitored use: No restrictions, but monitored for appropriateness.  
c) Restricted use:: Select physicians or groups (ID, Oncology, Anesthesiologist etc) 
d) Conditional use: Entire medical staff, but for a limited time only. 

D. Non-Formulary: Patient and practitioner specific 
1. Rare illness 
2. Stabilized patient followed by outpatient generalist. 
3. Side effects 

 

II. Drug Use Policy: The written guidelines an organization will use to develop, manage, implement, monitor, and 
change drug use to optimize patient therapy while containing costs.  Typically managed by a P & T committee.  
 

A. P & T committee is a team of healthcare providers and administrators that make recommendations 
regarding therapies that will be used by an institution (hospital, typically).  The P & T committee 
responsibilities are to evaluate current and future drug additions and deletions to the institutional formulary, 
specify prescribing privileges and limitations to physicians (specialists, PAs and NPs).  Develop policy and 
procedures that will be adopted by the institution with regard to drug use (therapeutic interchange), quality 
assurance, safety (ADE, ADR, antibiotic resistance, IRB), and to facilitate educational activities in relation to 
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drug therapy and usage.  The recommendations and policies are submitted to the medical executive 
committee and board of directors for final approval.  The P & T committee is composed of:  

 
1. Physicians, generalists and/or specialists compose bulk of the P & T committee to suggest, alter 
and decide on drug therapy for an institution that will optimize patient outcome.  They evaluate 
summative literature and make recommendations to add a medication and/or delete a medication 
from the formulary list. 
2. Nurses 
3. Administration, reconcile therapeutic requests from physicians versus budgetary constraints of 
the organization. 
4. Pharmacists, research new medications that have been requested from physicians or earlier P & 
T committee meetings and compile the information to be presented at the P & T committee 
meetings.  The information should be representative of what was requested, researched thoroughly 
and ideally using objective, placebo-controlled, randomized studies.  This information is presented 
through the use of a drug evaluation monograph or drug use review (DEM/DUR). 

 
B. Therapeutic Interchange and Substitution Interchange is a policy the P & T committee puts forward 
and the institution adopts that clarifies what conditions warrant interchange and allow pharmacy to override 
physicians orders.  Substitution for therapeutically equivalent generic 

 
C. Medication Use Evaluation (MUE) is used to improve patient safety by monitoring patterns of 
prescribing associated with certain disease conditions and devise policy that maximize patient therapeutic 
outcome, improve safety and control costs.  This includes all aspects of the medication utilization process: 
prescribing, dispensing, administration, monitoring, as well as systems management and control.     

 
1. High risk patients 

a) Elderly 
b) Pediatric 
c) Immunosuppressed 

 
2. High risk conditions/disease states 

a) CAP/HAP 
b) MRSA 
c) Transplant 

 
3. High risk drugs 

a) Individual 
b) Classes 
c) Narrow therapeutic range 

 
Information is collected, collated and analyzed to deduce shortcomings in the system.  Adherence to 

established, validated guidelines within an organization is a rational approach to improving patient care and 
facilitates a benchmark measure to guide improvements.  By broadly evaluating the whole system, to 
rectifying any shortcomings, then making and applying recommendations proactively to eliminate error in 
the system is key to effective medication use policy.  See ASHP guidelines.   
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D. Medication Error Management  

1. MedWatch 
2. JCAHO 

  
E. Drug Evaluation Monograph (DEM) is an instrument to communicate new, revised, or questionable 
drug information in an objective manner, to the P & T committee.  They use this information to evaluate 
and consider adding, removing or adding conditionally, drugs used at the facility, institution or covered by 
HMO policy.  Primary duty of pharmacist when not in a clinical or staffing role is to research thoroughly 
and to succinctly summarize objective drug information and present it to the P & T committee with 
recommendations.   

1. Summary page is a condensation of the most important elements of the drug evaluation.  It 
should give a brief overview and recommendation to the committee members. 
2. Generic and Trade name 
3. Manufacturers 
4. Classification (AHFS, FDA and/or VA) used to prioritize agent in question. Example: 1P, E 
(new cancer drug) 

a) AHFS Drug Information, table in front of book 
b) FDA (Still being used?) 

(1) Chemical class  
(a) 1-7: new entity, ester, dosage form, combo, manufacturer, indication, 
already marketed  

(2) Effectiveness (supplemental)  
(a) SE1 = New indication/significant modification through SE6 = Rx to 
OTC. 

(3) Therapeutic Potential 
(a) P = Priority (major to moderate therapeutic gain) 
(b) S = Standard 

(4) Supplementary Designation 
(a) AA = HIV/AIDS 
(b) E = Life threatening conditions 
(c) F = Drug under review for fraud or validity data 
(d) G = Drug originally given “F” but now valid 
(e) N = Non-Rx for some indication 
(f) V = Orphan drug 

5. Similar agents 
6. Summary 
7. Recommendations (suggest removal of another agent or two if possible) 

a) Add 
b) Not Add  
c) Add Conditionally  
d) Add with restrictions and/or monitoring   

8. Pharmacologic data: MOA, Abx spectrum etc. 
9. Therapeutic indications 

a) FDA (approved and not approved) 

http://www.missionhospitals.org/
mailto:druginfo@msj.org


    

Western NC Regional Drug Information Center, 509 Biltmore Avenue, Asheville, NC 28801  (828) 257-4709  www.missionhospitals.org                  
druginfo@msj.org 

b) Place in therapy within published guidelines 
c) Abstracts of clinical studies 

10. ADME 
11. Dosage Forms 
12. Dosage Range 
13. AE/Toxicities 
14. Special Populations 
15. CI 
16. Drug Interactions 
17. Patient Monitoring 
18. Patient Information 
19. Pharmacoeconomic comparison (+/-) 
20. Presentation Date 
21. References 

 
In conclusion an organized, rational approach is needed to deliver, evaluate, interpret, change and follow up 
appropriate patient drug therapy.  It is an evolving process with many changing components and players.  
Pharmacists can and should play a pivotal role in directing and managing patient care through the use of 
formulary and drug use policy. 
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