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EXECUTIVE SUMMARY

Prescription drug affordability is a problem Americans face every day, and
lawmakers are right to examine every part of the drug supply chain to help
consumers. But well-intentioned reforms aimed at reducing costs can also risk
patients’ access to pharmacies, especially when the reforms restructure pharmacy
markets without policymakers fully understanding how patients could be affected.

That risk of decreased access is greatest for patients who already have limited
pharmacy choices. In many rural communities, low-income neighborhoods, and
areas with large senior populations, the local pharmacy often functions as basic
health care infrastructure. It is where patients pick up refills, resolve medication
questions, receive routine immunizations, access basic testing, and get help
managing mulfiple prescriptions.

Losing local pharmacy access can have a ripple effect: studies have linked
pharmacy closures to lower medication adherence and reduced prescription fills.
Research on pharmacy deserts — communities that are both low-income and
have limited access to pharmacies — emphasizes the broad role pharmacies play
in dispensing medicine, vaccination, point-of-care testing, and medication
management.’

A 2025 JAMA Network Open study of open-door pharmacies (drugstores open to
the general public) in the contiguous 48 states and Washington, D.C. found that
57.1 million Americans live in pharmacy deserts and another 28.92 million rely on a
single keystone pharmacy. (A keystone pharmacy is defined as the sole pharmacy
serving a census tract.) The risk is especially acute in small and isolated rural areas.
Although residents of such areas represented 7.0 percent of the study population,
they made up 14.3 percent of the population living in single-pharmacy-risk tracts.?

Table 1. Population Totals by RUCA Class and Pharmacy Vulnerability
Index

2.4 5.8 29 Total
0 (n=57,134,374) | 1(n=28,856,229)

(n=102,816,187) (n=61,250,932) (n=73,430,899) (N=323,488,621)

Small

Rural 4,263,205 (7.5) 4,126,770 (14.3) 10,895,603 (10.6) 2,676,316 (4.4) 713,638 (1.0) 292,675,532 (7.0)
Large

Rurl 5,615,026 (9.8) 2,052,519 (7.1) 8,369,846 (8.) 6,850,768 (11.2) 4,318,551 (5.9) 27,206,710 (8.4)
Suburban 5,876,415 (10.3) 3,862,985 (13.4) 10,499,548 (10.2) 4,986,060 (8.1) 8,622,736 (11.7) 33,847,744 (10.5)
Urban 41,379,728 (72.4) 18,813,955 (65.2) 73,051,190 (71.1) 46,737,788 (76.3) 59,775,974 (81.4) 239,758,635 (74.1)

Source: Adapted from Table 1, “Population Totals by RUCA Class and Pharmacy Vulnerability Index,”
in Walter S. Mathis et al., “Vulnerability Index Approach to Identify Pharmacy Deserts and Keystone
Pharmacies,” JAMA Network Open 8, no. 3 (2025): €250715. Licensed under CC BY 4.0. 2
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Lawmakers face calls from a wide variety of interested parties to ban pharmacy
benefit managers (PBMs) and insurers from owning pharmacies. PBMs have drawn
increased attention due to questions about transparency, spread pricing, patient
steering, market concentration, and vertical integration. A sweeping ownership
ban, however, is a blunt instrument.

As we have seen in states such as Arkansas and Tennessee, such bans can create
legal uncertainty, disrupt pharmacy operations, and lead to pharmacy closures
for patients who already have the fewest options.

The better path is through targeted reform, not sweeping state and federal
mandates. Policy conversations should focus on transparency, stronger audit
rights, limits on abusive practices, protection for patient choice, and access
standards that make pharmacies more available, not harder to reach.

THE ISSUE

Americans are frustrated with high prescription drug costs. According to the Kaiser
Family Foundation’s (KFF) March 2026 Health Tracking Poll, 59 percent of U.S. adults
said they were worried about affording prescription drug costs for themselves or
their families, while 43 percent said they had not taken medication as prescribed
in the past year because of cost.?

That frustration has produced a wave of PBM-related legislation. According to the
Associated Press, lawmakers in at least 26 states intfroduced more than 120 PBM-
related bills this year, with legislators in at least a dozen states passing laws to limit
PBM compensation, set minimum payments to pharmacists, or require more
disclosure.*

Some of these proposals target specific industry practices. Others go much further
by attempting to separate PBMs from pharmacies altogether. The difference
between the two approaches is striking, and the consequences for patients and
pharmacy access could be substantial.
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WHAT PBMS DO — AND WHY THEY ARE GARNERING ATTENTION

PBMs, such as CVS Caremark and Express Scripts, act as intermediaries between
drug manufacturers, health plans, employers, public programs, and pharmacies.
They support the healthcare system by negotiating rebates and discounts for
patients, processing claims, reimbursing pharmacies, designing pharmacy
networks, and determining formularies, utilization rules, and cost-sharing
requirements.®

Many employers, unions, insurers, and public programs do not have the scale or
expertise to manage pharmacy benefits on their own. PBMs can aggregate
purchasing power and help health plans control costs.

But PBMs increasingly operate within vertically integrated health care companies
that may also own insurers, specialty pharmacies, mail-order pharmacies, and
retail pharmacies. KFF reports that the three largest PBMs managed 79 percent of
U.S. prescription drug claims in 2023.

KFF also notes that policymakers have raised concerns that market concentration
and vertical integration may allow PBMs to steer patients to affiliated pharmacies,
potentially limiting patient choice and affecting independent pharmacies.

KFF also notes that policymakers have raised concerns that market concentration
and vertical integration may allow PBMs to steer patients to preferred pharmacies,
mark up drugs dispensed through affiliated pharmacies, reimburse affiliated
pharmacies more favorably, or disadvantage independent pharmacies through
contractual pressure.®

Why does this matter? Pharmacy market structure can become a patient-access
problem. A healthy pharmacy market depends on allowing a range of options,
including chain and independent pharmacies. When reimbursement pressure,
network design, or patient steering affects which pharmacies survive, patients may
face fewer choices, higher costs, and more difficulty obtaining medications,
especially in communities that already have limited pharmacy access.

Pharmacy deserts are best understood as both a health care access problem and
a competition problem.” Scholars have linked pharmacy closures and reduced
access to changes in the retail pharmacy market, including consolidation;
competition from supermarket and big-box store pharmacies; the growth of mail-
order pharmacy services; PBM market power; vertical integration among insurers,
PBMs, and pharmacies; and reimbursement and network pressures.® Similar to
other industries, purchasing power, scale, and integrated supply chains may
produce efficiencies and consumer benefits.
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The policy concern is not scale itself, but whether concentration or particular
business practices reduce competition, limit patient choice, threaten pharmacy
viability, and ultimately make it more difficult for patients to access care.

At the same time, pharmacy access is not determined by market structure alone.
Access also depends on travel time, urban and rural geography, transportation
and vehicle access, neighborhood income, payer mix, and whether a community
depends on a single keystone pharmacy.’

The policy challenge is to address anticompetitive or abusive conduct without
assuming that ownership restrictions alone will solve the access problem, and not
overlooking the rural and low-income patients who could be most harmed by
additional pharmacy closures. '™

That means lawmakers should be careful not to oversimplify the problem. PBMs are
part of the story. But they are not the entire story.

THE OWNERSHIP-BAN APPROACH

At the federal level, the Patients Before Monopolies Act, intfroduced by Sens.
Elizabeth Warren (D-Mass.) and Josh Hawley (R-Mo.), would make it unlawful for
any entity to directly or indirectly own, operate, control, or direct any part of a
pharmacy while also directly or indirectly owning, operating, or controlling any
part of an insurer or PBM."" It would also require divestiture within one year of
enactment and allow enforcement by federal agencies, state attorneys general,
and private parties.

This bill is not a modest tfransparency rule or a targeted prohibition of a specific
abusive practice. It is a structural mandate. Transparency rules, spread-pricing
limits, audit rights, and anti-steering protections address whether a PBM is
engaging in conduct that is detrimental to patients, payers, taxpayers, or
pharmacies.

An ownership ban goes much further by assuming that a business structure itself
should be prohibited, even if lawmakers have not shown that divestiture will lower
patient costs, preserve pharmacy access, and avoid disrupting care.

Supporters argue that ownership bans would reduce conflicts of interest, promote
competition, and lower prescription drug costs. But it is the manufacturers who set
list prices, while PBMs, insurers, pharmacies, wholesalers, and other participants all
influence what plans and patients ultimately pay.'? Robust competition and
patient choice are admirable policy goals, but protecting one type of pharmacy
fromm competition or using legislation to determine which business models may
participate in the market is not a clear path to achieving these goals.
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Indeed, a policy presented as protecting patients could ultimately hurt them.
Ownership bans focus on corporate structure rather than whether particular
conduct harms—or benefits—patients. These proposals, if enacted, could force
restructuring, disrupt pharmacy networks, and shift substantial prescription volume
without ensuring that other pharmacies have the capacity to serve those patients.

Rite Aid’s bankruptcy illustrates the scale of this challenge: after its Pennsylvania
pharmacies closed, prescription files from 173 locations were transferred to CVS,
which hired approximately 600 former Rite Aid employees to help manage the
transition.' Independent pharmacies remain important, particularly in
underserved communities, but they cannot necessarily absorb the demand
created by widespread chain closures.'* A policy that favors one ownership model
while reducing overall pharmacy capacity risks picking winners and losers at the
expense of patient access.

Furthermore, Congress has already enacted several PBM reforms through the
Consolidated Appropriations Act, 2026. Beginning in 2028, these reforms will delink
PBM Medicare Part D compensation from drug prices and rebate arrangements,
create new Part D tfransparency and reporting requirements, expand reporting
requirements for PBMs serving most employer health plans, and require 100% pass-
through of rebates and discounts to Employee Retirement Income Security Act
(ERISA)-regulated employer health plans.

Because several of these provisions phase in over time and do not apply uniformly
across all markets, lawmakers should be cautious before adding a far more
disruptive ownership mandate on top of reforms that have not yet had time to
work.'®

STATE EXPERIENGE: ARKANSAS AND TENNESSEE

State experience should give Congress and other state lawmakers additional
reason to pause.

Arkansas enacted a first-in-the-nation law barring PBMs from owning or operating
pharmacies in the state.'® A federal judge temporarily blocked the law before it
took effect, and the case has become an early warning sign about the legal
vulnerability of these ownership bans.'” Media reports indicated that a major PBM-
linked pharmacy operator warned that Arkansas’s law could force the closure of
its retail pharmacies in the state.'®

Tennessee has now followed with its own PBM-pharmacy ownership ban,
scheduled to take effect July 1, 2028." Bloomberg Law reports that the law has
already drawn multiple federal lawsuits alleging constitutional violations and
federal preemption under ERISA, Medicare, and TRICARE.*
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Supporters of these ownership bans do have a serious argument: PBMs can
provide valuable negotiating scale, but if a PBM can set reimbursement termes,
design pharmacy networks, and also benefit from affiliated pharmacies, conduct-
based rules may not fully eliminate the incentive to steer patients or disadvantage
competitors. At the same time, focusing narrowly on PBM ownership overlooks the
many participants and market forces that shape drug costs, competition, and
patient access—including insurers, wholesalers, pharmacies, employers, public
programs, and manufacturers that set list prices.

Tennessee's own fiscal analysis reflects that concern, nofing recent audits and
federal inquiries involving spread pricing, affiliated-pharmacy steering, and
retention of manufacturer rebates. The research stated that structural separation
may improve transparency, reduce spread pricing, and increase competition
among pharmacies.?'

But the same fiscal analysis also shows why lawmakers should move carefully.

It stated that the FAIR Rx Act may increase expenditures for TennCare and the
State Group Insurance Program because of higher drug acquisition costs,
dispensing fees, and administrative costs tied to modifying or renegotiating
pharmacy networks, while concluding that the net fiscal impact cannot be
reasonably determined.?* Politicians may be comfortable with uncertainty around
future costs, but Tennessee taxpayers are unlikely to welcome a law that tfranslates
into higher state spending.

The fiscal analysis also noted that pharmacy closures or operational disruptions
may occur, that any rural closures could have the largest economic impact in
areas with fewer pharmacy providers, and that effects on business revenue,
expenditures, and jobs cannot be quantified with reasonable certainty.® That
uncertainty is the point: even if structural separation addresses a real conflict,
lawmakers should not assume it will lower costs or preserve access.

Additionally, pharmacy access claims are important. The Associated Press reported
that CVS filed suit to avoid having to close 136 pharmacies in Tennessee.* The
company's motivations should be examined carefully. If a policy designed to protect
pharmacy access could also force pharmacy closures, lawmakers need a clearer,
more patient-centered analysis before moving forward.?
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CARVE-OUTS, COSTS, AND PATIENT ACCESS

The access concerns also raise a practical question: in the wake of a PBM
ownership ban, who is protected from disruption, and who is not?

State experience shows how quickly a categorical ownership ban can be shot
through with exceptions. Tennessee’s FAIR Rx Act includes exceptions or
“clarifications” for hospital or health-system pharmacies; employer-owned
arrangements that serve only employees, retirees, and dependents; certain
orphan or REMS-limited drugs; and pharmacy services provided under certain
federal health care program contracts.?® Arkansas’s law likewise included limited-
use permits and temporary off-ramps for rare, orphan, or limited-distribution drugs,
same-day access to critical services while pursuing a sale, and a narrow employer-
only arrangement.?” These carve-outs may be reasonable—and even necessary to
protect vulnerable patients or secure political support—but they underscore the
larger point: a categorical ownership ban can disrupt existing pharmacy access
and benefit arrangements.

The same dynamic would likely occur in Congress. When federal cost-control or
structural reforms threaten existing benefit arrangements, affected constituencies
often ask lawmakers for protection. The Affordable Care Act’'s Cadillac tax is a
useful example.? The tax would have imposed a 40 percent excise tax on high-
cost employer-sponsored health plans, but it was delayed repeatedly and was
ultimately repealed before taking effect.® Labor unions and employer groups
opposed the tax because it threatened negotiated or established benefit
designs.* The lesson is not that unions are wrong to protect their members. It is that
benefit disruption quickly becomes a political problem.

A federal PBM ownership ban could trigger similar pressure. Union-sponsored and
collectively bargained health plans, including multiemployer or Taft-Hartley
arrangements, often depend on PBM contracts, mail-order options, specialty
pharmacy arrangements, and pharmacy networks negotiated for their
members.®?' If a federal divestiture mandate threatened those arrangements,
unions would have a strong incentive to seek an exemption or transition
protection.
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But a union carve-out would make the bill less coherent as a policy matter. If common
ownership is the problem, it is not obvious why the same structure should be
prohibited for one set of patients but allowed for another. And if the rationale for a
carve-out is to avoid disrupting existing pharmacy access, that concern applies just as
strongly o rural patients, seniors, small-business employees, public employees, and
other nonunion workers. A carve-out may reduce disruption for a politically salient
group, but it would also create new line-drawing disputes, invite claims of preferential
treatment, and leave patients outside the exception with fewer protections.

Tennessee’s fiscal analysis reinforces the concern. The state concluded that the FAIR Rx
Act may increase expenditures for taxpayer-funded healthcare programs’ pharmacy
benefit and fulfillment and that the net impact on state expenditures could not be
reasonably determined.* That uncertainty should be central to the debate.
Lawmakers should not assume that an ownership ban will lower costs, protect access,
or avoid disruption simply because it is framed as reform.
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WHY PHARMACY DESERTS MUST BE CENTRAL TO THE DISCUSSION

A policy debate about PBMs cannot be separated from the reality of pharmacy
deserts. The attached maps adapted from a JAMA Network Open analysis show that
pharmacy desert exposure and dependence on keystone pharmacies vary widely

by state, underscoring that the problem is not confined to one region or one type of
community.®

Figure 1. Population by State Residing in Pharmacy Deserts and in
Census Tracts Served by Keystone Pharmacies

ﬂ Population residing in pharmacy desert E| Population residing in census tract relying on keystone pharmacy
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Source: Adapted from Figure 3, “Population by State Residing in Pharmacy Deserts and in Census
Tracts Served by Keystone Pharmacies,” in Walter S. Mathis et al., “Vulnerability Index Approach to
Identify Pharmacy Deserts and Keystone Pharmacies,” JAMA Network Open 8, no. 3 (2025): 250715,
https://doi.org/10.1001/jamanetworkopen.2025.0715. Licensed under CC BY 4.0.

The same study’s Table 1 shows that more than 57 million people live in pharmacy
deserts and nearly 29 million more live in areas where the loss of one pharmacy
would create a desert. It also shows that small rural communities are
disproportionately dependent on a single pharmacy.**
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Table 1. Population Totals by RUCA Class and Pharmacy Vulnerability
Index

2-4 5-8 2 Total
0 (n=57.134,374) | 1(n=28856,229) ° ota
(n=102,816,187) (n=61,250,932) (n=73,430,899) | (N=323,488,621)
Small
R'““ : 4,263,205 (7.5) 4126770 (143) 10,895,603 (10.6) 2,676,316 (4.4) 713,638 (1.0) 29,675,532 (7.0)
ura
Large
Rt 5,615,026 (9.8) 2,052,519 (7.1) 8,369,846 (8.1) 6,850,768 (11.2) 4,318,551 (5.9) 27,206,710 (8.4)
ura
Suburban 5,876,415 (10.3) 3,862,985 (13.4) 10,499,548 (10.2) 4,986,060 (81) 8,622,736 (117) 33,847,744 (10.5)
Urban 41,379,728 (72.4) 18,813,955 (65.2) 73,051,190 (711) 46,737,788 (763) 59775974 (814) 239,758,635 (74.)

Source: Adapted from Table 1, “Population Totals by RUCA Class and Pharmacy Vulnerability Index,”
in Walter S. Mathis et al., “Vulnerability Index Approach to Identify Pharmacy Deserts and Keystone
Pharmacies,” JAMA Network Open 8, no. 3 (2025): e250715,
https://doi.org/10.1001/jamanetworkopen.2025.0715. Licensed under CC BY 4.0.

That knowledge should change how lawmakers approach reform. Before any state or
the federal government forces divestiture or restricts pharmacy ownership,
policymakers should require an access impact assessment. That assessment should, at
a minimum, identify affected pharmacies, patient tfravel fimes, rural and low-income
impacts, specialty drug access, mail-order disruptions, Medicare and Medicaid
implications, and contingency plans for patients who would need to change
pharmacies.
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A BETTER PATH

PBMs should not be exempt from legislative attention. Their role in prescription
drug pricing is too consequential to ignore, even though drug prices ultimately
reflect the incentives and decisions of many participants across the health care
system, including manufacturers of brand-name, generic, and biosimilar
medications. Effective policy should account for the roles and incentives of each.
But lawmakers can address PBM business practices without forcing a sweeping
restructuring of pharmacy ownership.

A more targeted, patient-centric reform agenda could include:

— Transparency and audit rights. Employers, public programs, and regulators should
be able to see whether negotiated savings are reaching patients and plan sponsors.*

— Limits on spread pricing. Taxpayers and plan sponsors should not be left guessing
whether a PBM is profiting from the gap between what it pays a pharmacy and what
it charges a plan.*

— Protection against steering. Patients should have reasonable in-network options
and clear notice when they are being directed to an affiliated pharmacy.*”

— Patient counter relief. Patients should be able to pay the lower of their insurance
copay or the cash price when the cash price is cheaper.®

— Timely use of generics and biosimilars. Formularies and substitution rules should
make lower-cost competition available as soon as possible.*

— Rural access protections. States should modernize telepharmacy rules, support safe
remote dispensing, and measure pharmacy access before and after major policy
changes.®

These approaches would address concerns around PBM opacity, unfair
reimbursement, patient steering, and weak competition. They would also avoid
making patients collateral damage in a broader fight over corporate structure.

12
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CONCLUSION

Lawmakers are right to pursue policies that improve transparency, ensure fair
dealing, and secure stronger protections for patients. PBM ownership bans may
sound like a clean answer to legitimate concerns about industry behavior, but
they aim at the wrong target: they prohibit a business structure rather than the
specific conduct that may harm patients, payers, taxpayers, or pharmacies.

Ownership bans are being framed as a clean fix, but they gamble with the very
access policymakers claim to protect. In practice, they risk disrupting pharmacy
networks, increasing costs, and reducing access in communities that already have
the fewest options. They also invite the predictable scramble for exemptions:
politically powerful interests will seek protection from disruption, while ordinary
patients will be left to live with the consequences, including fewer choices of
pharmacies and more difficulty accessing basic pharmacy care.

Millions of Americans already live in pharmacy deserts, and millions more depend
on a single keystone pharmacy that may be the difference between access and
isolation. For these patients, pharmacy policy is not an abstract debate about
market structure. It is about whether they can fill a prescription, get a vaccine, ask
a question, or stay on a medication that keeps them out of the hospital.

Lawmakers have the authority and responsibility to address the very real problems
in healthcare without making pharmacy access even more difficult. The better
path is targeted reform that addresses bad behavior, improves transparency, and
profects patients who had no role in creating the problem.

Health care reform should make care more available, not harder o reach. For

millions of Americans, the pharmacy desert is already real. Lawmakers should not
make it larger.

13
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