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The National Community Pharmacists Association (NCPA) appreciates this opportunity to 

provide comments to the Committee regarding the emerging public health issue of drug 

shortages.  NCPA represents America’s community pharmacists, including the owners of more 

than 23,000 community pharmacies, pharmacy franchises and chains.  Together, they employ 

over 300,000 employees including 62,400 pharmacists, and dispense nearly half of the nation’s 

retail prescription medications. 

  

Effect of Drug Shortages on Community Pharmacy and Patients 

 

Shortages of prescription drugs have tripled during the last five years and reports that this trend 

will only continue upward are alarming and cause for great concern.  The reasons for drug 

shortages are multi-factorial, some of which are unpredictable but others arise due to 

marketplace dynamics.  Unforeseen disruptions in the supply of raw or bulk materials greatly 

affect the production of medications.  However, drug shortages also result from industry 

consolidation and the emergence of non-traditional distributors.    Shortages cause greater stress 

on the overall health care system.  Drug shortages not only compromise the quality and safety of 

patient care, but can lead to both direct and indirect increased health care costs. 

 

As community pharmacists on the frontlines of health care delivery, our primary goal is to 

provide timely and continued access for patients to the life-saving medications they need.  To 

date, most prescription drug shortages have had a greater impact on hospital and health system 

pharmacies, with almost all hospitals reporting at least one drug shortage in the previous six 

months.
1
  However, these shortages are not confined to in-patient needs.  Out-patient and 

ambulatory patients suffer when oral chemotherapy, specialty drugs, and home infusion 

products, among others, are scarce on the market.   

                                                 
1
 American Hospital Association (AHA) Shortage Survey, July 2011  
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Community pharmacies generally acquire their inventory from a primary wholesaler, but also 

have relationships with other wholesalers as a backup for product out-of-stocks, recall 

alternatives, weekend deliveries, and other unique items not normally carried by large 

wholesalers.  In the event of a drug shortage, community pharmacies are limited in their options 

as the last link in the supply chain to obtain the medications in a timely manner.  Pharmacies 

may start by calling near-by competitors, checking with their back-up wholesalers, or back-

ordering the drug.  Pharmacies that are located near a distribution center may also request to pick 

up directly from the center.   

 

Lastly, community pharmacists may be able to provide compounded products, depending on the 

nature of the shortage.  In some cases, the raw materials to manufacture a scare product are not 

available meaning that compounding pharmacies will not be able to supply the needed drug.  

Compounding pharmacies may be able to provide compounded prescriptions for patients when 

raw materials are available and they comply with the laws differentiating compounding from 

manufacturing.  Independent community pharmacies can provide valuable services to their 

patients in times of certain shortages.   

 

Significant cost increases to patients, payers, and pharmacies 

 

The cause of most drug shortages is attributed to quality issues that arise during the 

manufacturing process.  However, marketplace trends such as pharmaceutical industry 

consolidation and the projected increase in brand products losing their patents within the next 3 

to 5 years signal the potential for supply issues and significant price fluctuations.   

 

In order to remain viable, more generic manufacturers are merging, which may result in fewer 

producers of essential ingredients, slowed production, and increases in pricing due to fewer 

competitors in the market.  This could lead to substantial increases in pharmacy acquisition costs, 

a major deterrent for access to the medications.   

 

Community pharmacists have always helped their patients decide if a generic drug is safe and 

appropriate and have higher generic dispensing rates compared with pharmacy benefit manager 

(PBM) mail order facilities.  Recent data confirms that the generic dispensing rate of community 

pharmacies is at least 10 percentage points higher than the mail order generic dispensing rates of 

the three largest PBMs.  However, as generic prices have increased in some cases due to 

shortages, PBM payments to community pharmacies have not kept pace.  
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Price fluctuations resulting from generic drug shortages prompt higher acquisition costs for these 

sparsely available products.  If PBMs don’t update their prices at the same time, generic 

dispensing is threatened.  These unforeseen consequences of drug shortages can therefore have a 

huge impact on all involved in the drug distribution channel, especially on community 

pharmacies and our patients. 

 

Legislative Proposals to Preserve Generic Dispensing Rates in the Face of Shortage-

Induced Price Increases 

 

To address the problem in which drug shortages lead to higher pharmacy acquisition costs, while 

reimbursements lag, NCPA has developed two legislative proposals that would remove the threat 

of lower generic dispensing rates in times of drug shortages.  First, in the context of the Medicaid 

program, we propose to suspend the federal upper reimbursement limit (“FUL”) for critical 

access drugs, i.e. drugs facing shortage problems.   

 

Presently, the relevant statutory provision requires States to set their maximum allowable cost 

(“MAC”) reimbursement based on the FUL amount.  The FUL standard, in turn, is calculated 

based on the average manufacturer price (“AMP”), which is a lagging standard that is several 

months old.  Since the FUL and MAC reimbursement standards are based on the lagging AMP 

standard, the FULs and MAC reimbursements lag in terms of how much they reflect real-time 

prices.   

 

This pricing/reimbursement dynamic causes major problems within the context of a drug 

shortage involving critical access drugs.  When a drug becomes a critical access drug the 

acquisition cost may immediately skyrocket, but the FULs and MACs will not adjust for those 

changes until months later.  Therefore, pharmacies end up purchasing critical access drugs at 

suddenly high prices, while the reimbursement remains the same and fails to adjust.  

Accordingly, our proposed statutory amendment would suspend limiting reimbursement in 

Medicaid to the FUL for any critical access drug and would require the Secretary to establish a 

new benchmark for reimbursement for those drugs, which reflects the changing costs of those 

drugs.    

 

Our second proposal would address this same shortage induced pricing/reimbursement dynamic 

within the context of the Medicare Part D program.  This is accomplished by requiring more 

frequent updates by Part D plans to their MAC reimbursement standards, along with government 

oversight over this process.   
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Presently, contrary to law, Part D plans do not provide weekly updates to their MAC 

reimbursement standards, nor do they provide transparency regarding the methodology for how 

their MACs are set.  Similar to the Medicaid context, when acquisition prices for a Part D drug 

go up, it is generally observed that the Part D MAC reimbursement rate for that drug lags for 

weeks or months before it reflects the drug price increase.  The lag in MAC reimbursement 

updates is particularly problematic in the case of critical access drugs subject to drug shortages 

because those drugs are subject to sudden significant price increases.  In such situations, the 

MAC reimbursement may not be enough to even cover the actual cost of the drug.  Our proposal 

seeks to resolve this problem by requiring Part D plans to submit to CMS their MACs for critical 

access drugs on a regular basis, and by requiring CMS to ensure that the MAC reimbursements 

reflect the actual current market prices of the critical access drugs.  

 

Conclusion 

 

NCPA appreciates the opportunity to provide these comments and suggested legislative 

proposals as the Committee considers the complex issue of drug shortages.  While drug 

shortages are multi-faceted and involve a number of factors, it is important to keep the safety of 

our patients as a top priority and work towards tackling the shortage factors that can be 

controlled and predictable.  We remain committed to working collaboratively with Congress, the 

FDA, and relevant stakeholders in the supply chain to develop solutions that will minimize 

product disruptions and strive for prevention of drug shortages in the future. 


