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Tables 1-3 below describe policies enacted in other states related to cost growth 
benchmark and primary care spending target enforcement mechanisms (Tables 1 and 2, 
respectively) and polices that are similar to those recommended by the Pharmacy Cost 
Mitigation Strategies Work Group (Table 3). 

 

 

Table 1: State Cost Growth Benchmark Enforcement Mechanisms 

State Details 
California • California statute specifies a series of actions that the state may take when 

an entity exceeds the state’s cost growth benchmark.  The first step is 
providing technical assistance to a violating entity. The state could, if 
necessary, require or compel public testimony regarding the entity’s 
failure to meet the cost growth benchmark. The state may then require the 
entity to develop and implement a performance improvement plan (PIP) 
that identifies the causes of spending growth and strategies the entity will 
take to address them. 

• Entities that are not compliant with the PIP process may be assessed 
administrative penalties “commensurate with the failure” of the entity to 
meet the cost growth benchmark. Entities that are repeatedly non-
compliant with the PIP process may be assessed additional and escalating 
penalties based on the nature, number, and gravity of the offenses, fiscal 
condition of the entity, and market impact of the entity. 

• The state can require a cost and market impact review be performed on 
any entity “if data indicate adverse impacts on cost, access, quality, 
equity, or workforce stability from consolidation, market power, or other 
market failures.” 

Delaware • Delaware established the Diamond State Hospital Cost Review Board in 
2024. Beginning in 2026, if the Board determines that a hospital's actual 
annual cost growth has exceeded the spending benchmark, the Board 
may require a Performance Improvement Plan. 

• If the PIP is unsuccessful, the Board may require the hospital to 
participate in a budget approval process whereby the hospital budget 
must, for at least three consecutive years, adhere as closely to the health 

https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=202120220SB184
https://legis.delaware.gov/BillDetail?LegislationId=141253
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State Details 
care spending benchmark "as is reasonable given the hospital's financial 
position and associated economic factors." 

Massachusetts • For entities that exceed the healthcare cost growth benchmark in any 
given year, the Health Policy Commission (HPC) can require the entity to 
file and implement a PIP, per the legislation establishing the benchmark 
program. PIPs must identify the causes of cost growth, specific strategies 
to improve cost performance, and measurable expected outcomes. 

• The HPC can assess a civil penalty of up to $500,000 if any entity neglects 
to submit an acceptable PIP (or neglects to submit a PIP at all), fails to 
implement the PIP in good faith, or otherwise knowingly falsifies or fails 
to provide information required by statute. 

Oregon • Oregon can require payers and providers that exceed the healthcare cost 
growth benchmark in a given year to implement a PIP. Oregon requires 
that PIPs identify key cost drivers and the actions an entity will take to 
address them, including a time frame for doing so, as well as “clear 
measurements of success.” 

• Oregon possesses the additional authority to apply financial penalties to 
any entity that either does not participate in the program or that exceeds 
the cost growth benchmark in three out of five calendar years. OHA can 
also issue civil penalties of up to $500 per day to any entity that fails to 
report data or to develop and implement a PIP. 

• The state promulgated regulations governing application of PIPs and 
financial penalties in July 2024. 

 

 

Tabel 2: State Primary Care Spending Target Enforcement Mechanisms 

State Details 
Colorado Colorado carriers were required to increase the proportion of total medical 

expenditures allocated to primary care by 1 percentage point in each of 
2022 and 2023. The Colorado Division of Insurance may respond to 
noncompliance with “any of the sanctions made available in the Colorado 
statutes including fines, cease-and-desist orders, and revocation of the 
health plan’s license.” 

Delaware Delaware requires carriers to spend at least 7% on primary care in 2022, 
8.5% in 2023, 10% in 2024 and 11.5% in 2025.  The Department of Insurance 
developed regulations allowing the Department to carry out a market 
conduct exam as necessary, report on carrier compliance, and in response 
to non-compliance, the Department can: 

• return a rate filing for amendments and correction of deficiencies; 
• require a corrective action plan;  
• create carrier-specific reporting and monitoring requirements for 

two years, and 

https://malegislature.gov/Laws/SessionLaws/Acts/2012/Chapter224
https://olis.oregonlegislature.gov/liz/2021R1/Measures/Overview/HB2081
https://drive.google.com/file/d/19NzPs786iToCYw9XSQAOmzvI0QfxTjED/view
https://legis.delaware.gov/BillDetail/68714
https://regulations.delaware.gov/AdminCode/title18/1300/1322.shtml
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State Details 
• impose administrative penalties.  

Oregon Oregon’s private health plans, state employee benefit plans, and Medicaid 
plans were all required to allocate at least 12% of health care expenditures 
(not including prescription drugs, vision, and dental care) to primary care 
by 2023. The Oregon Health Authority can require carriers that do not meet 
this target to “submit with each rate filing a plan to increase spending on 
payments for primary care as a percentage of total medical expenditures by 
at least one percent each plan year.”  

Rhode Island Rhode Island’s “affordability standards” require each commercial health 
insurer’s primary care expenses to make up at least 10.7% of its annual 
medical expenses for all insured lines of business. The Office of the Health 
Insurance Commissioner’s enforcement powers include “approving or 
denying any request or application; approving, denying or modifying any 
requested rate; approving or rejecting any forms, trend factors, or other 
filings; issuing any order, decision or ruling; initiating any proceeding, 
hearing, examination, or inquiry; or taking any other action authorized or 
required by statute or regulation.” 

 

 

Table 3: State Policy Examples Related to the Pharmacy Cost Mitigation Strategies Work 
Group Recommendations 

Recommendation State Example(s) 
1. Advance legislation to establish 

reference-based payment limits (a cap 
on the amount that can be paid for a 
prescription drug based on prices paid 
by payers elsewhere) 

None identified 

2. Advance legislation to penalize 
excessive pharmaceutical price 
increases 

Minnesota’s SF 2744 prohibits price increases 
that, after adjusting for inflation using the 
Consumer Price Index, exceed: 
• 15% of the wholesale acquisition cost from 

the year prior; 
• 40% of the wholesale acquisition cost from 

three years prior; 
• $30 for a 30-day supply of the drug or a 

course of treatment lasting less than 30 days. 
 
For essential off-patent or generic drugs that 
exceed $20, Illinois’ HB 3957 prohibits price 
increases that result in the wholesale acquisition 
cost of a 30-day supply rising by: 

• 30% or more within the preceding year; 

https://olis.oregonlegislature.gov/liz/2017R1/Downloads/MeasureDocument/SB934
https://ohic.ri.gov/sites/g/files/xkgbur736/files/2022-03/230-ricr-20-30-4-final-sos.pdf
https://s3.amazonaws.com/fn-document-service/file-by-sha384/dea9edc5b528a672aeab820b2c6f09fc87c4515283a4b545048dc55b8fcad6be52a25da55c420b36b2232db136efd4a1
https://www.ilga.gov/legislation/fulltext.asp?DocName=&SessionId=112&GA=103&DocTypeId=HB&DocNum=3957&GAID=17&LegID=149229&SpecSess=&Session=
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Recommendation State Example(s) 
• 50% or more within the preceding three 

years; 
• 75% or more within the preceding 5 years; 
• Or is “otherwise excessive and unduly 

burdens consumers because of the 
importance of the essential off-patent or 
generic drug to their health and because 
of insufficient competition in the 
marketplace.” 

3. Expand the current state law 
definition of drug rebates to capture 
the complexity of rebate relationships 
and how they are funneled through 
various layers within and adjacent to a 
Pharmaceutical Benefit Manager 
(PBM) 

In Colorado, the Center for Improving Value in 
Health Care (CIVHC) is charged with 
maintaining the state’s All-Payer Claims 
Database (APCD), including through updating 
the CO APCD Rule and Data Submission Guide 
each year. The drug rebate data that CIVHC 
requires can be found in the latest Data 
Submission Guide.  

4. Advance legislation to prohibit PBMs 
from engaging in the practice of 
spread pricing (when a PBM charges a 
health plan or employer a higher price 
for a prescription drug than what the 
PBM actually pays the pharmacy for 
that prescription, and the PBM retains 
the difference as profit) 

At least 15 states have such legislation. Examples 
include: 
• Arkansas: SB 520 
• Florida: SB 1550  
• Delaware: HB 219 
• Idaho: H 596 
• Louisiana: SB 41 and SB 130 
• Michigan: HB 4348 
• New York: SB 1507 
• Pennsylvania: HB 941 
• Vermont: H 233 
• Virginia: HB 1291 
• Washington: SB 5213 

5. Explore expanding PBM transparency 
and reporting requirements to 
potentially include: 

a. Drug-specific rebate 
information 

b. Average PBM per member per 
month administrative fees  

c. Conflicts of interest 
d. Information differentiating 

payments to pharmacies owned 
or controlled by the PBM and 
payments to those not affiliated 
with the PBM 

e. Contract arrangements 
between PBMs and other 

5a: 
• New Jersey: S1615  
• Maine: 90-590 Chapter 570 
• Minnesota: 62J.84 

 
5b: The below states all require reporting of PBM 
administrative fees. 

• California: AB 315 
• Louisiana: SB 283  
• Michigan: HB 4276 
• New Jersey: S 249  
• Oregon: HB 4149  
• Utah: HB 370 
• Virginia: HB 1402 / SB 660 

 

https://civhc.org/wp-content/uploads/2024/02/Data-Submission-Guide-DSG-v-15_2023_FINAL-11.30.2023.pdf
https://civhc.org/wp-content/uploads/2024/02/Data-Submission-Guide-DSG-v-15_2023_FINAL-11.30.2023.pdf
https://www.arkleg.state.ar.us/Home/FTPDocument?path=%2FBills%2F%2FPublic%2FSB520.pdf
https://s3.amazonaws.com/fn-document-service/file-by-sha384/d58cfc782a04ec4bf9bfc85f1757badc94d62d56f271c1bd07be9d406b414eeede2929b5e3673f8b0015d2a5f52a7ba4
https://legis.delaware.gov/BillDetail/78800
https://legislature.idaho.gov/wp-content/uploads/sessioninfo/2024/legislation/H0596E1.pdf
https://www.legis.la.gov/legis/ViewDocument.aspx?d=1140563
https://legis.la.gov/Legis/ViewDocument.aspx?d=1102073
https://www.legislature.mi.gov/documents/2021-2022/publicact/pdf/2022-PA-0011.pdf
https://nyassembly.gov/leg/?default_fld=&leg_video=&bn=S01507&term=2019&Summary=Y&Text=Y
https://www.legis.state.pa.us/cfdocs/legis/li/uconsCheck.cfm?yr=2020&sessInd=0&act=120
https://legislature.vermont.gov/bill/status/2024/H.233
https://lis.virginia.gov/cgi-bin/legp604.exe?201+ful+CHAP0219+pdf
https://legiscan.com/WA/text/SB5213/id/2970929
https://pub.njleg.state.nj.us/Bills/2022/S2000/1615_R2.PDF
https://mhdo.maine.gov/_finalStatutesRules/Chapter%20570%20Rx%20Drug%20Pricing_211210.pdf
https://www.revisor.mn.gov/statutes/cite/62J.84
https://leginfo.legislature.ca.gov/faces/billPdf.xhtml?bill_id=201720180AB315&version=20170AB31591CHP
https://legis.la.gov/Legis/ViewDocument.aspx?d=1101125
https://legislature.mi.gov/documents/2023-2024/publicact/pdf/2023-PA-0279.pdf
https://pub.njleg.gov/bills/2020/S0500/249_R1.PDF
https://olis.oregonlegislature.gov/liz/2024R1/Downloads/MeasureDocument/HB4149/Enrolled
https://le.utah.gov/%7E2019/bills/hbillenr/HB0370.pdf
https://lis.virginia.gov/cgi-bin/legp604.exe?241+ful+HB1402ER
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Recommendation State Example(s) 
parties relating to the services 
PBMs provide to health plans 
(e.g., “rebate aggregators”) 

Selected examples of 5c-5e follow below. 
5c: 
• New York requires PBMs to disclose financial 

information and the terms and conditions of 
any contract they have with any party in 
writing, including dispensing fees paid to the 
pharmacies; and any activity or policy that 
directly or indirectly presents any conflict of 
interest with the PBM’s relationship with the 
health plan. (N.Y. Pub. Health Law § 280-A) 

5d: 
• Minnesota requires PBMs give information to 

plan sponsors that differentiates between 
payments made to pharmacies owned or 
controlled by the PBMs and those not 
affiliated with the PBM (Minn. Stat. § 62W)  

5e 
• Florida requires PBMs to disclose all 

organizations with which they are affiliated, 
including any affiliated pharmacies or 
companies within their corporate umbrella 
(Ch. 2023-30) 

  

https://www.nysenate.gov/legislation/laws/PBH/280-A
https://www.revisor.mn.gov/statutes/cite/62W
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6. Explore requiring PBMs to be 
licensed with the state 

At least 25 states require PBM licensure. 
Examples include: 
Arkansas: HB 1010 
Indiana: SB 241 
Kansas: SB 28 
Louisiana: SB 41 and SB 283 
Michigan: HB 4348  
Minnesota: SF 278 
Montana: SB 395 
New Jersey: A 536 
North Carolina: S 257 
South Carolina: S 359 
South Dakota: HB 1135    
Tennessee: SB 1852 
Utah: HB 370 
Vermont: H 233 
Virginia: HB 251 and HB 1291 
West Virginia: HB 2263 
Wisconsin: SB 3 

7. Explore establishing upper payment 
limits for generic drugs 

None identified  

8. Explore opportunities for the state to 
provide capital investment to fund the 
development, production, and/or 
distribution of generic drugs 

• California: SB 852 enables the California 
Health and Human Services Agency to enter 
into partnerships “to increase competition, 
lower prices, and address shortages in the 
market for generic prescription drugs, to 
reduce the cost of prescription drugs for 
public and private purchasers, taxpayers, and 
consumers, and to increase patient access to 
affordable drugs.” In March 2023, California 
entered into a 10-year, $50 million contract 
with nonprofit drugmaker Civica Rx to 
contribute funding to the development and 
production of interchangeable biosimilar 
insulin products. 

• Washington also passed legislation, but the 
work stalled due to lack of funding.  

9. Explore strategies related to including 
pharmacy expenses in total cost of 
care (TCOC) risk sharing contracts 
between insurers and provider 
organizations, including: 

a. A legislative mandate on the 
fully-insured market requiring 
that TCOC contracts be 
inclusive of pharmacy 
spending 

None identified 

https://legiscan.com/AR/text/HB1010/id/1764821
https://iga.in.gov/legislative/2020/bills/senate/241/details
https://www.kslegislature.org/li_2022/b2021_22/measures/documents/sb28_enrolled.pdf
https://www.legis.la.gov/legis/ViewDocument.aspx?d=1140563
https://legis.la.gov/Legis/ViewDocument.aspx?d=1101125
https://www.legislature.mi.gov/documents/2021-2022/publicact/pdf/2022-PA-0011.pdf
https://www.revisor.mn.gov/bills/text.php?number=SF278&version=5&session=ls91&session_year=2019&session_number=0&format=pdf
https://leg.mt.gov/bills/2021/billpdf/SB0395.pdf
https://pub.njleg.state.nj.us/Bills/2022/A1000/536_R3.PDF
https://www.ncleg.gov/Sessions/2021/Bills/Senate/PDF/S257v7.pdf
https://www.scstatehouse.gov/sess123_2019-2020/bills/359.htm
https://s3.amazonaws.com/fn-document-service/file-by-sha384/364e59c1a5b662912c7a77c15fd35a4ce3557383466c54a6b8c5e9cfbb34389041cc46ad78178d57206c4ed55b7d0bf0
https://capitol.tn.gov/Bills/110/Bill/SB1852.pdf
https://le.utah.gov/%7E2019/bills/hbillenr/HB0370.pdf
https://legislature.vermont.gov/bill/status/2024/H.233
https://lis.virginia.gov/cgi-bin/legp604.exe?201+ful+SB251ER+pdf
https://lis.virginia.gov/cgi-bin/legp604.exe?201+ful+CHAP0219+pdf
https://www.wvlegislature.gov/Bill_Status/bills_text.cfm?billdoc=HB2263%20SUB.htm&yr=2021&sesstype=RS&i=2263
https://docs.legis.wisconsin.gov/2021/related/acts/9.pdf
https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201920200SB852
https://app.leg.wa.gov/rcw/default.aspx?cite=70.14.065
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b. Developing statewide targets 
guiding payers to use more and 
increasingly advanced payment 
models each year with a 
requirement for contracts to 
include pharmacy spending 

 


