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Background

The original intent of Pharmacy Benefit Managers (PBMs) was to assist insurers and employers in managing prescription 

drug benefit programs acting as third party administrators. PBM’s have evolved into much more complex organizations 

including acquiring or establishing their own specialty, mail-order and community pharmacies.

Pharmacy Benefit Managers largely operate in the shadows of the healthcare system but they have a tremendous 

impact on U.S. healthcare decision-making. The three largest PBMs cover more than 180 million lives, or roughly 78% 

of the market. With this market influence, employers, government entities and other purchasers of healthcare must have 

transparency into PBM practices, many of which add hidden costs that lead to higher healthcare prices.

Problem

While the initial purpose of PBMs was to negotiate contracts on behalf of their clients (health plans), these enterprises 

have evolved into ones in which there is an inherent conflict of interest and lack of transparency in how they operate. 

PBMs involve themselves in all aspects of a prescription drug program, from negotiating drug prices with manufacturers, 

to demanding rebates for medication placement on formularies, to contracting with health plans and pharmacies.  PBMs 

even use their leverage to steer patients to their company-owned mail-order, community and specialty pharmacies all of 

which calls in to question their ability to fairly represent the employers, health plans, providers, and the patients they are 

serving.

PBMs have, for the most part, escaped the scrutiny of regulation and licensure. This lack of oversight coupled with a lack 

of corporate transparency regarding business practices has generated numerous questions and concerns about the PBM 

industry and its ownership, control or influence on the prescription marketplace. 

Legislative Solution

CPhA believes AB 315 is a critical first step in bringing to light how PBMs contribute to the rising costs in healthcare. By 

requiring that Pharmacy Benefit Managers (PBMs) be regulated by the California Board of Pharmacy, transparency and 

oversight into PBM’s business practices can be subject to scrutiny.

The Board of Pharmacy’s charge is to be a consumer protection agency, and as such, currently regulates all aspects of 

the pharmacy supply chain and related activities in California. This includes the licensing of pharmacists, pharmacies, 

wholesalers, third-party logistics companies, reverse distributors, waste haulers, medical device companies, and out-of-

state companies who provide medication-related goods and services in the state. Given the direct relationship between 

PBMs and consumer access to coverage and medication benefits, the Board of Pharmacy is well-structured to regulate 

these entities.

For more information, contact Michelle Rivas, (916) 779-4517, mrivas@cpha.com.


