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Since 2007, 20 states enacted reforms to reduce 
the costs of physician-dispensed prescriptions. 

Exhibit 1 shows the 14 states that adopted price-focused reforms as 
well as the six states that adopted reforms focused on price and utili-
zation of physician-dispensed prescriptions. The exhibit also shows the 
six states that prohibit or limit the practice of physician dispensing. (For 
all but Florida, the prohibitions predate 2007. The Florida Legislature 
banned physician dispensing of Schedule II and III opioids in 2011.)

Price-Focused Reforms
The high and rising costs of physician dispensing motivated these 
reforms. (See below for studies published by WCRI, NCCI, and the 
California Workers’ Compensation Institute [CWCI] prior to 2012, such 
as CWCI, 2005; Neuhauser et al., 2006; Lipton et al., 2011; Wang 
and Victor, 2010; and Wang and Liu, 2011.) WCRI studies consistently 
showed that prices paid for physician-dispensed drugs were typical-
ly substantially higher than what was paid for the same drug when 
obtained at a pharmacy (Wang, 2012; Wang, Thumula, and Liu, 2013). 
For example, Exhibit 2 shows the prices paid in 2011 for the most 
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common physician-dispensed drug—hydrocodone-acet-
aminophen, generic—when dispensed at pharmacies or 
at physicians’ offices. 

Price-focused reforms often limited the reimbursement 
of repackaged drugs to the fee schedule amount for the 
same drug based on the average wholesale price (AWP) 
set by the original manufacturer of the drug—not the 
typically much higher AWP set by the repackager. The 
reforms adopted generally reduced prices of physician- 
dispensed drugs. Exhibit 3 shows average prices paid 
before and after the reforms for hydrocodone-acetamin-
ophen (Vicodin) in a number of the states that adopted 
price-focused reforms. 

Utilization-Focused Reforms
States enacting utilization-focused reforms typically set 
limits on the number of days’ supply of the drug to be 
dispensed by the physician. Refills would have to be filled 
at pharmacies. In addition, the Florida Legislature sought 
to reduce the prescribing of unnecessary opioids by ban-
ning physician dispensing of stronger opioids (Schedules 
II and III). 
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EXHIBIT 1 Twenty States Changed Rules Governing Reimbursement 
for Physician-Dispensed Drugsfor Physician Dispensed Drugs

States Where Physician 
Dispensing Not Allowed
in General or Infrequent

Price-Focused Reforms

Price- and Utilization-
Focused Reforms

WA

AK

HI

OR
ID

MT

WY

ND
MN

IA

MO

AR

LA
MS AL

TN

KY

OH

WV VA

NC

SC

PA

NY

ME

NH

MA

RI

CT

NJ

DE

MD

DC

VT

MI

IN

GA

FL

IL

WISD

NE

KS

OK

TX

NM

COUT

AZ

NV

CA



WCRI found evidence that suggests many of the physician-dis-
pensed opioids were probably unnecessary (Thumula, 2013 and 
2014). If the physician-dispensed opioids were necessary, we 
would expect that the physicians would not change their prescrib-
ing practices, but that their patients would get their prescriptions 
for stronger opioids filled at pharmacies. If the stronger opioids 
were unnecessary, we would expect no increase in pharmacy 
dispensing of stronger opioids, but a change in the prescribing 
practices of physician dispensers to weaker pain medications. 

WCRI found little change in pharmacy-dispensed stronger opioids 
and a substantial substitution to weaker pain medications by 
physician dispensing. There was little such change in prescribing 
practices among physicians whose patients had prescriptions for 
pain medications filled at pharmacies.

Sustainability of Price-Focused 
Reforms?
WCRI studies annually monitor the 
change in prices and utilization of 
physician-dispensed drugs in the period 
shortly after the adoption of price-fo-
cused reforms. Recent studies raise 
serious questions about whether the 
price reductions are sustainable. In 
some cases, the evidence suggests 
that prices paid for physician-dispensed 
drugs may be raised even higher than 
before the reforms.

How can price-focused reforms be 
less effective in reducing prices? The 
problem arises through the creation 

of an opportunity to, once again, assign a much higher average 
wholesale price (AWP) to a physician-dispensed drug—a practice 
targeted by the reforms enacted in many states using language 
limiting reimbursement to a price based on the AWP of the  
original manufacturer.

How can a new and higher AWP be set for physician-dispensed 
drugs? Consider a drug where the most common strengths are 
5 milligrams and 10 milligrams. If a new strength, say 7.5 milli-
grams, comes to market, the original manufacturer of that new 
strength can assign a new AWP, and this AWP could be much 
higher than the 5-milligram and 10-milligram AWPs set by their 
original manufacturers.
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EXHIBIT 2 Comparing Average Price Paid per Pill for Generic Hydrocodone-Acetaminophen 
Between Physician-Dispensed and Pharmacy-Dispensed Prescriptions, 2011/2012

Hydrocodone-acetaminophen (Vicodin)

Notes: The underlying data included prescriptions for claims with more than seven days of lost time that had prescriptions filled over the defined period and paid for by a workers compensation payer. 
The range 2011/2012 refers to claims with injuries occurring from October 1, 2010, to September 30, 2011, and prescriptions filled through March 31, 2012.

Two states included in the study (California and Georgia) made rule changes for physician-dispensed prescriptions, effective March 2007 and April 2011, respectively. The data are post-reform for California and partially 
post-reform for Georgia. An analysis of the Georgia post-reform experience was included in a separate report (Wang et al., 2013a). California's post-reform results were discussed in California Workers' Compensation 
Institute (CWCI) and WCRI reports (Swedlow and Ireland, 2009 and Wang, 2012).

The data for seven states (Connecticut, Florida, Illinois, Indiana, Michigan, South Carolina, and Tennessee) are pre-reform.

 

a

b

 AR CAa CTb FLb GAa IA ILb INb KS MIb MO NC PA SCb TNb VA WI

Price paid per pill for physician-dispensed Rx – $0.63 $1.54 $0.92 $0.79 $1.37 $1.41 $1.00 $0.61 $0.99 $1.17 $1.50 $1.22 $1.11 $1.08 $0.72 $1.09 

Price paid per pill for pharmacy-dispensed Rx $0.54 $0.53 $0.38 $0.42 $0.48 $0.50 $0.52 $0.49 $0.47 $0.32 $0.51 $0.48 $0.37 $0.42 $0.49 $0.44 $0.43 

% difference – 19% 304% 120% 64% 176% 172% 104% 29% 210% 129% 215% 233% 164% 122% 66% 153% 

EXHIBIT 3 Substantial Price Reductions for Physician-Dispensed Ibuprofen Prescriptions

Average price paid per pill for physician-dispensed ibuprofen, in the first quarter of given year

Notes: The underlying data include prescriptions filled from the first quarters of 2011 to the first quarter of 2013, for all medical claims with injuries occurring 
within two years prior to the fill date. “2011Q1” refers to the first calendar quarter of 2011. Similar notation is used for other quarters.  

The 2013Q1 data presented for these states were post-reform after the changes made to the rules governing reimbursements for physician-dispensed drugs. 
These states include, with the effective dates in the parentheses, Connecticut (July 15, 2012), Georgia (April 1, 2011), Illinois (November 20, 2012), Michigan 
(December 26, 2012), South Carolina (December 19, 2011), and Tennessee (August 9, 2012).  

 

a

  CTa GAa ILa MIa SCa TNa

2011Q1 $0.61 $0.48 $0.48 $0.52 $0.59 $0.52

2012Q1 $0.61 $0.32 $0.39 $0.52 $0.52 $0.49

2013Q1 $0.41 $0.40 $0.29 $0.49 $0.39 $0.35

% change 2011Q1–2013Q1 –33% –17% –40% –5% –35% –32%



That is exactly what is seen in the data. For exam-
ple, prior to the reforms in Illinois, there were two 
common strengths when cyclobenzaprine HCL was 
prescribed—5 and 10 milligrams. The average prices 
paid for cyclobenzaprine HCL of 5 and 10 milligrams 
ranged from $0.99 to $1.74 per pill.

Prior to 2012, 7.5-milligram cyclobenzaprine HCL was 
rarely seen in the market. The 7.5-milligram products 
were introduced in 2012, and almost all were dis-
pensed by physicians at an average price of $3.79 per 
pill in post-reform Illinois. The market share of physi-
cian-dispensed cyclobenzaprine HCL of 7.5 milligrams 
increased from 0 percent in the third quarter of 2012 to 
21 percent in the first quarter of 2013.

In California prior to 2012, 7.5-milligram cycloben-
zaprine HCL was also rarely seen in the market. The 
average prices paid for 5- and 10-milligram cycloben-
zaprine HCL, the two common strengths, ranged from 
$0.35 to $0.70 per pill. Since the introduction of the 
7.5-milligram products in 2012, the market share of 
physician-dispensed cyclobenzaprine HCL of 7.5 milli-
grams increased from 0 percent in the fourth quarter of 
2011 to 47 percent in the first quarter of 2013, when it 
became the drug’s most common strength dispensed 
by physicians. The average price paid for the new 
strength was $2.90 to $3.45 per pill. 

Similar evidence was found in the data for a new 
strength of tramadol HCL (150 milligrams extended 
release), which appeared in 2012. By the end of 2012, 
the new strength of tramadol HCL extended release 
became one of the most common physician-dis-
pensed drugs. The average price paid in California for 
the new strength was $5.94 to $7.41 per pill, com-
pared with $1.58 per pill for the same extended-re-
lease drug of other strengths.
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EXHIBIT 4 Distribution of Physician-Dispensed Prescriptions for 
Cyclobenzaprine HCL in Illinois, by Strength

Notes: The underlying data include prescriptions filled from 2011Q1 to 2013Q1 for all medical claims that had injuries 

occurring within two years prior to a given quarter. “2013Q1” refers to the first quarter of 2013. Similar notation is 

used for other quarters. Effective November 20, 2012, Illinois changed the reimbursement rules to set the prices for 

physician-dispensed prescription drugs to the average wholesale price of the original drug used in the repackaging 

process and explicitly required that dispensing physicians provide the National Drug Code of the underlying drug. 

Data in and before 2012Q3 are pre-reform for Illinois. Data for 2012Q4 reflect a mix of pre-reform and post-reform 

experience. Calendar quarter 2013Q1 is the first full post-reform quarter for Illinois, which is the latest quarter of 

the study period.  
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EXHIBIT 5 Distribution of Physician-Dispensed Prescriptions for 
Cyclobenzaprine HCL in California, by Strength

Notes: The underlying data include prescriptions filled from 2011Q1 to 2013Q1 for all medical claims that had injuries 

occurring within two years prior to a given quarter. “2013Q1” refers to the first quarter of 2013. Similar notation is used 

for other quarters. In March 2007, California made changes to the pharmacy fee schedule which set the maximum 

reimbursement for physician-dispensed prescriptions to the same level as for the same prescription dispensed at a 

pharmacy. The data reported for all calendar quarters are post-reform for California.  
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WCRI found little change in pharma-

cy-dispensed stronger opioids and a 

substantial substitution to weaker pain 

medications by physician dispensing. 



Because these new-strength drug products were almost all  
dispensed by physicians at much higher prices, the shift in 
strength was not likely to have been driven by new evidence  
about superior medical practices. Rather, it is likely that financial  
incentives drove some physicians to choose a new strength for 
their patients. The speed of response to price-focused reforms by 
the physician-dispensing supply chain raises serious questions 
about the sustainability of price-focused reforms.

Ramona P. Tanabe is executive vice president and counsel of WCRI. 
Her responsibilities have included conducting studies on health policy, 
managing the WCRI data collection efforts, directing the Comp-
Scope™ studies that benchmark the performance of state workers 
compensation systems, providing legal counsel, advising public 
officials on medical privacy issues, and managing various internal and 
external functions at WCRI. 
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The speed of response to price-focused 

reforms by the physician-dispensing 

supply chain raises serious questions 

about the sustainability of price-focused 

reforms.


