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Managing Program Costs in State Pharmacy Assistance Programs is based on a survey of 
all direct benefit SPAPs in place throughout the year 2000 and additional qualitative analysis 
of programs in eight states. The report analyzes methods state programs have put in place to 
control program costs and their effectiveness: 
 

• Mandatory Generic Substitution - Nearly all states with SPAPs require 
substitution of generic drugs, as they do in their Medicaid programs. Some states 
monitor physicians' use of the override allowance, and a few states have also 
implemented two-tiered copayment programs to encourage patients to use generics, 
with lower copays. SPAP officials in Pennsylvania generally felt that mandatory 
generic substitution yields the greatest cost savings of all methods.  

• Manufacturer Rebates - Most SPAPs follow the model of the Medicaid drug rebate 
program and require pharmaceutical companies to provide rebates to the state as a 
condition of providing coverage for their drugs. Program officials report that rebates 
are second only to generic substitution in producing savings for their state programs. 

• Senior-Specific Online Prospective Drug Utilization Review (OPDUR) - New 
Jersey and Pennsylvania's SPAPs use Online Prospective Drug Utilization Review, 
which blocks payment for drug combinations and doses identified as unsafe for 
seniors, and requires a demonstration of clinical necessity to override. Pennsylvania's 
OPDUR averts approximately 140,000 potential medication errors, not counting 
those that are avoided by modifying prescriptions before they are filled. New Jersey's 
program identified 3,272 potentially life-threatening drug interactions in the first 
year, for both its Medicaid and SPAP programs. While there is some evidence in 
New Jersey of cost savings from the program, the evidence is ambiguous. Both states 
regard OPDUR as important measures to improve patient safety measures rather than 
cost containment. This goes beyond the DUR in the federal Medicare legislation, 
which allows overrides by pharmacists, and may be a model the Medicare drug plans 
may be interested in replicating. 

• Multi-tiered copayments - Two case-study states follow an insurance model, using 
three copayment tiers, for generic, preferred name-brand, and nonpreferred name-
brand drugs. States with tiered copayments allow lower copayments for nonpreferred 
drugs if they are deemed medically necessary. These programs are too new to assess 
their effect on costs and access to medication. 

 
 
 

The Commonwealth Fund is a private foundation supporting independent research on health and social issues. 
To read or download publications, visit our website at www.cmwf.org. 

http://www.cmwf.org/programs/medfutur/fox_spaps_691.pdf

