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« State Share of Fee for Service vs. Managed Care Enrollees: Medicaid
beneficiaries may be covered under a state’s fee for service (FFS) Medicaid
program, in which the state manages the drug benefit and bears the financial

. . o . responsibility for drug costs, or in a managed care organization (MCQ) arrangement,
BaCkg FoOu nd FIGURE 1: Estimating State Medicaid Spending on Drugs ReSUItS in which the state contracts with an MCO to administer Medicaid benefits.
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* Inrecent years, the cost of healthcare, and o . * Using publicly available data, state Medicaid net prescription drug spending as a percentage of overall state MCOs. States that carve out pharmacy benefits from MCOs (like CA, NY, OH)
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of drug spending as a share of overall healthcare spending, 14%, which is also below the average drug spending
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“carve in” or “carve out” drug benefit management:

interest for policymakers. than provider-administered drug costs.

p To determine total Medicaid spending for FY2023, state budget documents and Medicaid websites were reviewed to find the total Medicaid appropriations for the fiscal year.
» US State legislatures are considering and advancing
legislation on payment limits and other drug pricing

policies, including establishing Prescription Drug
Affordability Boards (PDABs).
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» In 2023, 92 million Americans received drug coverage To estimate the portion of Medicaid prescription drug expenditures paid by the state, the state’s assigned FMAP for FY2023 was subtracted from the total Medicaid budget. y P 9 implement a unified preferred drug list (PDL), requiring MCOs to follow the

state’s established PDL for coverage, even if the drug benefit is included in

Step 2: Medicaid State Share of Funding = (Carve in: Prescription drug coverage and risk are included in MCO contracts

from Medicaid, a joint federal-state insurance program

that provides medical and drug coverage to I$ FMAP is generally between 50% to 83% of expenditures, Percentage of State the MCO contract
lower-income Americans. Also in 2023, Medicaid 1] ] but in FY2023 the COVID-19 public health emergency Total Medicaid  Gross (Pre-Rebate) Drug Rebate Net Medicaid Medicaid Spending on ' .
represented about 19%. or around $1 o,u t of every $6 - was in effect and Congress temporarily increased FMAP Medicaid Budget, Spending on Drugs, Income, el Prescription Drugs, = (Carve out: The state manages the drug benefit separately and bears the
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of healthcare spending in the Uo. ;Ugdec by states a[c\d t[;ﬁ " fher?cegtagle (EMAE) detertmines St’i:\et,ﬁ pe{-?capi;tla in<|>0me, 2’}'{33';%‘3’2@3]'('”9 the minimum for the states in this N 514,25 554,98 Py oy 54,35 7 00, medication spend, states that carve the pharmacy benefit out of MCOs
« As the Medicaid nroaram is the source for states to ederal government, wi e e federal share for mos wi e state share lower 270. , , , , , 9%
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low-income individuals, Medicaid programs are often Wr d into other line item
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The net amount that a Medicaid program spends on a particular outpatient prescription drug reflects a To estimate state MDRP rebate collection, reports submitted - 340B are not eligible fgr MDRP re.bat.es, therefore it is hard to quantify how much
payment from Medicaid to the pharmacy or medical provider, and a rebate from the drug manufacturer to CMS by states detailing expenditures and rebates NY $92.0B $28.7B $3.7B $1.98B $1.98B 6.9% spending by state Medicaid agencies is on 340B drugs, and whether these drugs
O b'ective paid to Medicaid. To estimate state Medicaid expenditures and offsetting rebates, State Drug Utilization collected were used.” The FMAP was subtracted from OH $36.18 $9.68 $1.28 $561M $648M 6.7% cost more or less than the net cost of non-340B drugs after rebates.
J Dat.a reports submitted to CMS by states detalllng expenditures f(?r outpatient prescribed drugs were rebates collected to determine the state share. - - FMAP Variation: The FMAP statutory minimum is set at 50% and the statutory
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central source of data to identify the amount that P gs may pital, p ! 9 y - o :
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states are spending on prescription drugs as a part of 223.1% manufacturer sells the drug at a steeper | ' ‘ for certain populations, providers, and services (e.g., family planning).
tc?tal M.edlce.ud Spending. T? put these p.O“Cy : discount to certain purchasers, such as a * Lack of transparency: States vary as to what types of information is published
discussions into context, this research aims to provide O O Al 50 states, D.C., and Puerto Rico cover prescription drugs in Medicaid through the Medicaid commercial insurance plan. Additional relating to Medicaid spending.
an estimate of net state Medicaid spending on M\ DrugRebate Program (MDRP), which requires manufacturers to enter into an agreement with rebat?s Tay bﬁ app'!edciftﬁhe o of 1
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Step 5: Percentage of State Medicaid Spending - $279 o e . .
Methods | o | | | | | | . While high drug pricing makes headlines and is often the
To determine the percentage of state Medicaid spending that is net spending on drugs, the difference in the state share of drug expenditures and rebates was divided by the NY £ f leaislati d i K ttenti d .
state share of the total Medicaid budget. & OCUsS ot Iegisiation an fpo ICymaker attention, drug pricing
. icai - 243 Is not the main driver of state Medicaid spending based on
.State Medicaid drug expenditures and drug.rebate TABLE 1: Gross (total) Medicaid spending = State Medicaid contribution + Federal Medicaid contribution CA . . P J
income were analyzed to generate an overview of state Calculations to $301 this estimate.
spending on prescription drugs and estimate Medicaid Estimate Gross and Net state Medicaid spending on drugs = State share of Medicaid spending on outpatient, non-340b drugs —  State share of Medicaid rebates OH : : : P
drug spending as a percentage of total state Medicaid Net Drug Spend $231 Discussions aroun.d healthcare spending .and drug pricing
expenditures for 10 states in FY 2023. (See Figure 1) :Zr::i:taf:aﬁ:tﬁte I\S/Ie::;?l:d = Net state Medicaid spending on drugs — State share of Medicaid spending should be .rooted n a. fac.tual understandlng of what s’gates
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_ Medicaid Budget and Expenditure System/State Step 6: Per-Beneficiary State Drug Spending $124 driving heglthcare cpsts IN mdmdyal state.s to help this
Children's Health Insurance Program (CHIP) Budget cOo conversation and drive better policy solutions.
and Expenditure System Form CMS-64 As a final step, the net state Medicaid spending on drugs was divided by the number of beneficiaries enrolled in the state’s Medicaid program to arrive at the state’s
per-beneficiary spending on prescription drugs to give further context. $252
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