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The vision of the Institute for Medicaid Innovation is to provide  

independent, unbiased, nonpartisan information and analysis that informs Medicaid 
policy and improves the health of the nation. 

 

The mission of the Institute for Medicaid Innovation is to improve the  
lives of Medicaid enrollees through the development, implementation,  

and diffusion of innovative and evidence-based models of care  
that promote quality, value, equity and the engagement of patients,  

families, and communities. 

M I S S I O N  

V I S I O N  
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www.MedicaidInnovation.org 
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Recommended Resources 
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 Five Elements Influencing Medicaid Prescription Drug 
Access & Coverage 

Quality 

Cost 

Access Emotion 

Ethics 
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Medicaid and Prescription Drugs 

Costs to Medicaid Consumer 

340B Program 

Medicare Part D 
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Medicare Part D & Relationship with Medicaid 

Source:  Kesselheim et al. (2016).  High Cost of Prescription Drugs in United States: Origins and 
Prospects for Reform.  JAMA, 316(8): 858-871. 
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Four Types of Medicaid Rebates 

Average Manufacturer Price (AMP) 

Best Price 

Inflation Penalty Add-On 

State Supplemental Rebates 
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Overall Medicaid Prescription Drug Spending 
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Increased Spending for Drugs in Medicaid 
Managed Care 
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Brand vs. Generic Drug Spending in Medicaid 
Managed Care 
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High 
Frequency 

High Cost 

Low 
Frequency 

Low Cost 
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Top Three Most Costly Non-Specialty Drugs in 
Medicaid Managed Care 

Source:  Express Scripts (2016).  2015 Drug Trend Report  
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Source:  Express Scripts (2016).  2015 Drug Trend Report  

Forecasts for Non-Specialty Drugs 
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Top Three Most Costly Specialty Drugs in 
Medicaid Managed Care 

Source:  Express Scripts (2016).  2015 Drug Trend Report  
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Forecasts for Specialty Drugs 

Source:  Express Scripts (2016).  2015 Drug Trend Report  



2016 – 2018   
Medicaid Prescription 

Drug 
Trend Forecast 

Comparison of Trends Between Medicaid & 
Commercial Coverage 
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8.4% 

2016 2017 2018
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9.9% 

2016 2017 2018

2016 – 2018 
Commercial 

Prescription Drug 
Trend Forecast 

Source:  Express Scripts (2016).  2015 Drug Trend Report  
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The Elephant in the Room: 
Affordability of Medications 
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 Five Elements Influencing Medicaid Prescription Drug 
Access & Coverage 

Quality 

Cost 

Access Emotion 

Ethics 
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Current Managed Care & State Practices 
Addressing Access & Cost Issues 

 Carve-Out Drug Costs/Pay Fee-For-Service for the Drug 
 
 Stop-Loss Provision to Cap the Health Plan’s Cost for the Drug 
 
 Capitation Rate Adjustments Made Off the Normal Rate Cycle 
 
 Capitation Rate Adjustment as Part of Regular Rate Adjustments 
 
 Bulk-Purchase of Drugs 
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Potential Options Identified in Literature  
for Addressing Access & Cost 

 
 

 
 

 
 
Need to consider value proposition of quality, cost and access: 
 
 Value-Based Contracting 
 
 Actuarially Sound Reimbursement 
 
 Address Complexity of Pharmaceutical Pricing & Rebates 
 
 Address Large Price Increases 
 
 Increase Flexibility in Purchasing Power 
 
 Remove Rebate Limit 
 
 Incentivize Lower Launch Prices 
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