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ABOUT NCSL

• NCSL is a champion of state legislatures

• All legislators and legislative staff are members
• 7,383 legislators

• Tens of thousands of legislative staff

• We do not take positions on state laws or policies or write legislation.



WHAT’S ALL THE FUSS ABOUT?

• In 2018, the Centers for Medicare and Medicaid Services (CMS) reported that 9% of 
all health care spending went to Rx = $335 billion

• More than half of all Americans use one prescription drug annually

• Many products, both unique and competing 

• US Food and Drug Administration (FDA) approved products

• 20,000 prescription drug products approved for marketing (dosages; delivery method)

• 400 FDA-licensed biologics products 



HOW MUCH ARE WE SPENDING?

• 16.8% of overall personal health care spending 
went toward prescription drugs in 2018

• 53% of spending goes to brand-name 
prescription drugs

• 7.6% of spending for specialty drugs 
($600/month; injected or infused)

• 90% of prescriptions filled are generics

• 15% of Medicaid spending goes to prescription 
drugs

https://aspe.hhs.gov/system/files/pdf/187586/Drugspending.pdf
https://www.cms.gov/newsroom/press-releases/cms-office-actuary-releases-2018-national-health-expenditures 



PHARMACLY CHAIN

Use picture in KHI brief
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Source: Division of Financial 
Regulation – State of Oregon



NCSL PRESCRIPTION DRUG DATABASE

www.ncsl.org/Default.aspx?TabId=28729

http://www.ncsl.org/Default.aspx?TabId=28729


CAPPING CONSUMER COPAYMENTS

• California (HSC § 1342.71)

• State regulated plans = $250/mo. and up to $500/mo. on some high deductible plans.

• Specialty drugs – $150/30-day supply 

• Delaware

• District of Columbia

• Maryland

• Louisiana

Studies point to minimal impact on premiums so far

Image: Shutterstock

https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201520160AB339


CAPPING CONSUMER COPAYMENTS – INSULIN

• Colorado 2019 law – $100/30-day supply of insulin (H 1216)

Followed by…

Delaware, Illinois, New Hampshire $100/mo.

Maine $35/mo.

Minnesota, Utah, Virginia $30/mo.

New Mexico, West Virginia $25/mo.

107 bills proposed in 36 states!!

http://custom.statenet.com/public/resources.cgi?id=ID:bill:CO2019000H1216&ciq=ncsldc3&client_md=6f36c910495144cb8f740e1dcb59d020&mode=current_text


Updated PBM map

PHARMACY BENEFIT MANAGERS – STATE LEGISLATION 2019



STATE PHARMACY BENEFIT MANAGER  REFORM

• Prohibits pharmacist gag-clauses and co-payment ‘clawbacks’ 

• Prohibit patient-steering

• Licensure and registration requirements

• Transparency and reporting requirements

• Fiduciary duty – must act in the best interest of the client

• Prohibits spread pricing – must pass rebates on to consumers at point of sale
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TRANSPARENCY



BOARDS, WORKGROUPS AND STUDIES 
• Maryland – Prescription Drug Affordability Board 

• Identify prescription drug products that may create affordability challenges 

• Cost review and recommends legislation

• Maine – Drug Affordability Review Board 

• Sets spending targets for state agencies

• 2017 New York Drug Utilization Review Board Medicaid Drug Spending Cap

• Net spend cannot exceed a certain threshold

• New Mexico – Interagency Pharmacy Purchasing Council

• California – Executive order in January to pool state agencies

• SB 852 passed Aug 2020 – waiting governor’s signature



BULK PURCHASING



ALTERNATIVE PAYMENT MODELS

• Value-based or outcomes-based purchasing (OK, MI, CO, WA) 

• Oklahoma state plan amendment

• Four different drugs based on performance standards or measured outcomes

• Expected outcomes: 

• Increased adherence

• Decreased hospitalizations

• Tradeoff: no prior authorization requirement



ALTERNATIVE PAYMENT MODELS

• Subscription based or ‘Netflix’ model

• Louisiana

• Five-year contract with Gilead subsidiary for Hepatitis C treatment

• Covers Medicaid and corrections populations

• Will pay annual amount and get unlimited access

• Washington has similar plan

• Contract with AbbVie

• Also includes state employees, teachers



IMPORTATION



WHAT’S NEXT?

CONSUMER SPEND

• PBM reform 

• Committees, studies and 
work groups

• Utilization management 
reform

• Step–therapy or ‘fail first’, 
non-medical switching, prior 
authorization

STATE SPEND

• Value-based purchasing 
arrangements and bulk purchasing 
agreements

• Payment models for most costly 
therapies

• Limits on cost-sharing

• Increasing access

APPLIES TO BOTH

But 2021 is still three long months away……



NCSL PRESCRIPTION DRUG DATABASE

www.ncsl.org/Default.aspx?TabId=28729

http://www.ncsl.org/Default.aspx?TabId=28729


RESOURCES

• NCSL Prescription Drug Law Database
• NCSL Prescription Drug Policy Resource Center
• https://aspe.hhs.gov/system/files/pdf/187586/Drugspending.pdf
• https://www.cms.gov/newsroom/press-releases/cms-office-actuary-releases-2018-national-health-expenditures
• https://www.fda.gov/drugs/new-drugs-fda-cders-new-molecular-entities-and-new-therapeutic-biological-

products/novel-drug-approvals-2019
• https://www.fda.gov/about-fda/fda-basics/fact-sheet-fda-glance
• https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201520160AB339
• https://www.nejm.org/doi/full/10.1056/NEJMsa1910366#:~:text=We%20found%20that%20among%20patients,out%2D

of%2Dpocket%20spending.
• https://www.milliman.com/en/insight/the-impact-of-californias-prescription-drug-cost-sharing-cap

https://www.ncsl.org/research/health/prescription-drug-statenet-database.aspx
https://www.ncsl.org/research/health/ncsl-prescription-drug-policy-resources-center.aspx
https://aspe.hhs.gov/system/files/pdf/187586/Drugspending.pdf
https://www.cms.gov/newsroom/press-releases/cms-office-actuary-releases-2018-national-health-expenditures
https://www.fda.gov/drugs/new-drugs-fda-cders-new-molecular-entities-and-new-therapeutic-biological-products/novel-drug-approvals-2019
https://www.fda.gov/about-fda/fda-basics/fact-sheet-fda-glance
https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201520160AB339
https://www.nejm.org/doi/full/10.1056/NEJMsa1910366#:%7E:text=We%20found%20that%20among%20patients,out%2Dof%2Dpocket%20spending
https://www.milliman.com/en/insight/the-impact-of-californias-prescription-drug-cost-sharing-cap


THANK YOU!

Colleen Becker

Senior Policy Specialist, Health Program

Colleen.Becker@ncsl.org

303-856-1653

mailto:colleen.becker@ncsl.org
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What is a PBM?

PBMs administer the prescription drug portion of the health care benefits 
provided and paid for by health plan sponsors. 

PBMs perform a variety of services to ensure high-quality, cost-efficient 
delivery of prescription drugs to consumers.

PBMs apply downward pressure on health care spending by driving 
lower drug costs. 
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Pharmacy Benefit Management Services
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• Payers do NOT have to use a PBM.

• Payers choose PBMs because:

– PBMs improve medication use. 

– PBMs help payers control drug spend.

– PBM programs improve patient outcomes.

Affordable and Accessible Medicines

Why Do Payers Hire PBMs?

PBMs actively work to address Kansans 
emphatic request to do something about the 

high cost of prescription drugs.
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PBMs save plan sponsors and consumers an average 35% compared to 
expenditures made without pharmacy benefit management.

The Value of PBMs

$0

$200

$400

$600

$800

$1,000

$1,200

Uninsured Patient/Without PBM Insured Patient/With PBM

Av
er

ag
e 

C
os

t p
er

 P
ill

$1,000

$589

PBMs Reduce Cost

Leveraged Head to Head Competition to Reduce the Cost of an 
Average Hepatitis C Drug by More Than 40%

Source: Visante, prepared for PCMA. February 2016.
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Source: The Flow of Money Through the Pharmaceutical Distribution System. Schaeffer Center for Health Policy & 
Economics, University of Southern California. June 2017.

Pharmaceutical Supply Chain Profit Margins

2.9% 3.0% 3.0%
4.0%

18.2%

28.1%

0%

5%

10%

15%

20%

25%

30%

PBMs Health Insurers Drug Wholesalers Pharmacies Manufacturers - Generic Manufacturers - Brand



6810  © Prime Therapeutics | Confidential 36

• Payers choose to contract with a PBM.
– They can administer prescription drug benefits themselves, but continue choosing PBMs.

• PBMs work for payers.
– Offer pharmacy benefit design models based on payer’s specific needs
– Offer and administer high-quality, cost-efficient services selected by payers

• Payers always have the final say when creating drug benefits.
– There is no one-size-fits-all model  - each payer has unique needs.

• Payers retain full audit rights in their contracts – ensuring transparency.

Key Takeaways about PBMs



Aaron Dunkel
Executive Director, Kansas Pharmacists Association



Pharmacy’s Role in Drug Pricing

• Pharmacies buy medications from wholesalers or, in limited cases, on 
the open market

• A vast majority of prescriptions are billed by pharmacies and are 
reimbursed through claims processed by pharmacy benefit managers, 
the rest are paid for by individuals at point of sale

• PBM claims are paid based on contracts, with point-of-sale pricing set 
wholly by the PBM

• On most claims, pharmacies do not determine what an individual or 
plan pays related to a prescription



Considerations When Looking at Drug Prices

• While we need to be very sensitive to the cost at the register for the 
patient, we must consider the full cost of medications to the system

• These costs need to include, at a minimum:
• Patient co-pay
• Amount charged to the plan for the medication
• Costs associated with managing the plan
• Rebates and other plan derived producer incentives paid to and retained by 

plan administrators
• Variances in payment for services by PBMs to PBM owned pharmacies 

compared to other pharmacies



Kansas Health Institute

• National Conference of State Legislatures: State 
Prescription Drug Database, 2015-present
– https://www.ncsl.org/research/health/prescription-drug-

statenet-database.aspx
• National Academy for State Health Policy: 

Prescription Drug Pricing
– https://www.nashp.org/policy/prescription-drug-pricing/

RESOURCES

https://www.ncsl.org/research/health/prescription-drug-statenet-database.aspx
https://www.nashp.org/policy/prescription-drug-pricing/
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