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Who is NCSL?

Policy Research

NCSL provides trusted,
nonpartisan policy 

research and analysis

Connections

NCSL links legislators 
and staff with each 

other and with experts

Training

NCSL delivers training 
tailored specifically for 

legislators and staff

State Voice in D.C.

NCSL represents and 
advocates on behalf of 

states on Capitol Hill

Meetings 

NCSL meetings facilitate 
information exchange 
and policy discussions
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Background
Pharmacy 

Supply Chain
State Policy 

Trends

Roadmap
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Spending

• All 50 states participate in the Medicaid Drug Rebate 
Program (MDRP) for federal rebates

• Generally, 23.1% for brand-name; 13% for generic

• Must cover all drugs from participating manufacturers

• 5% of state Medicaid dollars spent on prescription 
drugs (KFF, PhRMA)

• States purchase drugs for:

• State employee health plans/Retirees

• Teachers/Universities

• Corrections

• Overall personal health care spending on 
prescription drugs averages 12-15% (KFF, GAO)

• Average patient spend = $1200/year (Bloomberg)

• 53% of retail spending on specialty drugs (IQVIA)

• States regulate plans for:

• Fully insured 

• Marketplace
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States Consumers
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Products

• US Food and Drug Administration (FDA) approved products

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

• 400 FDA-approved biologics products

• Includes insulin, vaccines 

• 31 FDA-approved biosimilars

• First biosimilar insulin approved July 2021

• Generics = 90% of filled Rx, brand = 10% of filled Rx (IQVIA)

• Significant spending goes to brand-name specialty medicines 

• Treatments for complex or chronic conditions, rare diseases

• Require special administration, handling and storage

• High monthly cost = $1000/30-day supply (MagellanRx)

• Analysis often does not account for increased hospitalizations, nursing facility utilization, societal 
and individual costs
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Source: Division of Financial 
Regulation – State of Oregon
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NCSL Prescription 
Drug Policy Database

• Spans six years and tracks 
legislation in all 50 states, D.C. 
and the territories.

• Search over 7,000 pieces of 
introduced and enacted
legislation in 13 categories.

• More than 750 bills tracked 
across 49 states in 2021!

• 114 enacted in 36 states.

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

https://www.ncsl.org/research/health/prescription-drug-statenet-database.aspx
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Prescription Drug Policy: A Bipartisan Remedy

• Require price and cost transparency throughout the supply chain.

• Establish a prescription drug affordability board.
• Prohibit excessive price increases.

Recommendation One: Determine the True Cost of Drugs

• Procure pharmaceuticals through purchasing pools and alternative payment models.

• Leverage savings and prevent duplicate discounts under the federal 340B program.
• Pursue importation agreements with other countries.

Recommendation Two: Streamline procurement processes and create new 
purchasing models 

• Increase state oversight of market competition.

• Reform pharmacy benefit management (PBM) practices.

Recommendation Three: Encourage or introduce competition into the 
supply chain.
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https://www.ncsl.org/research/health/prescription-drug-policy-a-bipartisan-
remedy.aspx

https://www.ncsl.org/research/health/prescription-drug-policy-a-bipartisan-remedy.aspx
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Policy Options
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Both

PBM reform

Price and cost 
transparency

PDABs

Importation

Utilization management

Generic and biosimilar 
uptake

States and Taxpayers

APMs

Bulk purchasing/pools

Leveraging 340B

Reference pricing

Preferred drug lists (PDLs)

Patients

Cost-sharing limitations

Consumer protections

Patient accessibility 

Patient assistance 
programs

States can negotiate:
• Medicaid—

Supplemental Rebate 
Agreement (SRAs)

• Corrections contracts
• State employee 

health plans (SEHP)

And can regulate:
• Fully-insured plans
• Individual market



NATIONAL CONFERENCE OF STATE LEGISLATURES 17

Step Therapy

When a patient is required 
to try certain treatments or 
prescription drugs before 
switching to a more 
expensive or non-generic 
alternative.

Non-Medical Switching

Non-medical switching 
occurs when a patient who 
is stable on one medicine is 

switched to another for 
reasons other than clinical 

purposes. 

Prior Authorization

Provider seeks preapproval 
from the health plan or 

PBM for a drug or 
treatment before it can be 

administered to the 
patient.

Utilization Management Processes
Tools pharmacy benefit managers (PBMs), health plans and other payers use to influence patterns of 
prescribing.
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Uniform Prior Authorization
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https://csro.info/non_cms_pages/legislation-in-your-state.php

https://csro.info/non_cms_pages/legislation-in-your-state.php
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https://csro.info/non_cms_pages/legislation-in-your-state.php
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Copayment Adjustment Programs
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Example from Patient Access Network Foundation
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https://www.ncsl.org/research/health/copayment-adjustment-
programs.aspx
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Insulin
Nineteen states cap consumer copayments ranging from $25-$100 per 30-day supply

Arkansas

No copay cap but prohibits 
the use of manufacturer 

coupon for insulin 
products.

Minnesota

Establishes copay cap, and 
patient assistance and 

emergency access 
programs both paid for by 

manufacturers.
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https://www.ncsl.org/research/health/diabetes-health-coverage-state-laws-and-
programs.aspx
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Limits on copayments

• At least 11 states have limits on patient 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

Research suggests caps on specialty drugs may ease financial burden on patients 
who have high prescription drug costs with minimal impact on overall premiums.
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https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201520160AB339
https://www.nejm.org/doi/full/10.1056/NEJMsa1910366
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State Pharmacy Benefit Manager (PBM) Reform
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Prohibit Gag-Clauses

Licensure/Registration

Network 
Adequacy/Mail 

Order

Utilization 
Management

Reverse Auctions

Fiduciary 
Requirements

Data transparency and 
reporting

Pricing contract 
revisions

247 bills 
introduced in 

49 states!

Meaning…

43% of 
enacted laws 

are PBM 
related
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https://www.ncsl.org/research/health/state-policy-options-and-pharmacy-benefit-managers.aspx

https://www.ncsl.org/research/health/state-policy-options-and-pharmacy-benefit-managers.aspx
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Price Transparency
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https://www.ncsl.org/research/health/bulk-purchasing-of-prescription-
drugs.aspx
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Alternative Payment Models (APMs)

• Five states approved by CMS for state plan amendments: CO, MA, MI, OK, WA
• Ties payment to certain metrics, outcomes
• Oklahoma has contracts with four manufacturers

Performance-Based

• Maine, Massachusetts, New York
• May be linked to medical rate of inflation, spending targets
• If projected spending exceeds cap, drugs identified for additional supplemental 

rebates

Spending Targets/Caps

• Three states approved by CMS: LA, MI, WA
• Broader state strategies to eliminate Hepatitis C
• Multi-year contract; state receives a certain amount of drug for a flat fee, then 

receives doses over this amount for discounted rate.

Subscription-Based

• Medicaid will have to cover cell and gene therapies in pipeline.
• Massachusetts and Michigan have pay-over-time+performance
• Tennessee waiver for closed formulary approved Oct 2021

Annuity

Reinsurance

Risk-Pools
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• https://www.ncsl.org/research/health/prescriptio
n-drug-statenet-database.aspx

• https://www.ncsl.org/research/health/prescriptio
n-drug-policy-a-bipartisan-remedy.aspx

• https://www.ncsl.org/research/health/copayment-
adjustment-programs.aspx

• https://www.ncsl.org/research/health/state-
policy-options-and-pharmacy-benefit-
managers.aspx

• https://www.ncsl.org/research/health/bulk-
purchasing-of-prescription-drugs.aspx

• https://www.ncsl.org/research/health/diabetes-
health-coverage-state-laws-and-programs.aspx

NCSL Resources
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https://www.ncsl.org/research/health/prescription-drug-statenet-database.aspx
https://www.ncsl.org/research/health/prescription-drug-policy-a-bipartisan-remedy.aspx
https://www.ncsl.org/research/health/copayment-adjustment-programs.aspx
https://www.ncsl.org/research/health/state-policy-options-and-pharmacy-benefit-managers.aspx
https://www.ncsl.org/research/health/bulk-purchasing-of-prescription-drugs.aspx
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Outside Resources

Slide four and five

• https://www.kff.org/health-costs/poll-finding/public-opinion-on-prescription-drugs-and-their-prices/

Slide six

• https://www.cms.gov/files/document/highlights.pdf

Slide seven

• https://www.kff.org/medicaid/issue-brief/understanding-the-medicaid-prescription-drug-rebate-program/

• https://www.phrma.org/policy-issues/medicaid

• 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.gao.gov/prescription-drug-spending

• https://www.bloomberg.com/quicktake/drug-prices

• https://www.iqvia.com/insights/the-iqvia-institute/reports/the-use-of-medicines-in-the-us
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https://www.kff.org/health-costs/poll-finding/public-opinion-on-prescription-drugs-and-their-prices/
https://www.cms.gov/files/document/highlights.pdf
https://www.kff.org/medicaid/issue-brief/understanding-the-medicaid-prescription-drug-rebate-program/
https://www.phrma.org/policy-issues/medicaid
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.gao.gov/prescription-drug-spending
https://www.bloomberg.com/quicktake/drug-prices
https://www.iqvia.com/insights/the-iqvia-institute/reports/the-use-of-medicines-in-the-us
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Outside Resources
Slide eight

• https://www.fda.gov/about-fda/fda-basics/fact-sheet-fda-glance

• https://www.fda.gov/drugs/biosimilars/biosimilar-product-information

• https://www.iqvia.com/-/media/iqvia/pdfs/institute-reports/the-use-of-medicines-in-the-us/iqi-the-use-of-medicines-in-the-
us-05-21-forweb.pdf?_=1633455860199

• https://magellanrx.com/member/external/commercial/common/doc/en-us/MRx_Formulary_Specialty.pdf 

Slide nine

• https://www.oregonlegislature.gov/committees/jfprx/Reports/House%20Bill%204005%20(2018)%20Report%20on%20Tra
nsparency%20Strategies.pdf

Slide 10-14

• https://www.khi.org/assets/uploads/news/15028/prescriptiondrugprices_ib_063020.pdf

Slide 19-20

• https://csro.info/non_cms_pages/legislation-in-your-state.php

Slide  21

• https://www.panfoundation.org/app/uploads/2019/12/Info-to-Know_Copay-Accumulators_Web.pdf

Slide 24

• https://www.nejm.org/doi/full/10.1056/NEJMsa1910366
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https://www.fda.gov/about-fda/fda-basics/fact-sheet-fda-glance
https://www.fda.gov/drugs/biosimilars/biosimilar-product-information
https://www.iqvia.com/-/media/iqvia/pdfs/institute-reports/the-use-of-medicines-in-the-us/iqi-the-use-of-medicines-in-the-us-05-21-forweb.pdf?_=1633455860199
https://magellanrx.com/member/external/commercial/common/doc/en-us/MRx_Formulary_Specialty.pdf
https://www.oregonlegislature.gov/committees/jfprx/Reports/House%20Bill%204005%20(2018)%20Report%20on%20Transparency%20Strategies.pdf
https://www.khi.org/assets/uploads/news/15028/prescriptiondrugprices_ib_063020.pdf
https://csro.info/non_cms_pages/legislation-in-your-state.php
https://www.panfoundation.org/app/uploads/2019/12/Info-to-Know_Copay-Accumulators_Web.pdf
https://www.nejm.org/doi/full/10.1056/NEJMsa1910366
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Colleen Becker
Senior Policy Specialist

Email
Colleen.becker@ncsl.org

Phone
303.856.1653

Reach out anytime!


