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Background

As glucagon-like peptide-1 (GLP-1) medications reshape drug
spending and clinical practice, payers face mounting pressure to
make coverage, utilization management, and contracting
decisions while lacking long-term data and amid a rapidly shifting
reimbursement landscape. This article provides a practical
overview of the current GLP-1 environment, spanning coverage
obligations, utilization management strategies, and cost
dynamics, to help payers, employers, and health plans navigate
an ecosystem where federal policy, manufacturer pricing, and
patient demand are all in flux simultaneously.

GLP-1 medications have become a dominant driver of drug
spending, with total expenditures in the United States rising from
$13.7 billion in 2018 to $71.7 billion in 2023." More recent data
show that GLP-1s are now the largest and fastest-growing drug
category driven by expanding indications and sustained demand
for obesity treatment.23 According to one estimate, GLP-1
medications accounted for nearly half of overall drug spending
growth in 2024, driving the total U.S. prescription drug spending
to $805.9 billion.* Growth has continued across payers, including
a roughly ninefold increase in Medicaid spending from 2019 to
2024 and one commercial plan reporting that the five most
frequently used GLP-1 medications accounted for nearly 20% of
all drug spending in 2024.58

GLP-1 medications, also known as GLP-1 receptor agonists or
analogs, mimic the body’s naturally produced GLP-1 to improve
glycemic control and support metabolic function by increasing
insulin secretion, reducing hepatic glucose output, slowing gastric
emptying, and enhancing satiety.” The U.S. Food and Drug
Administration (FDA) approved the first GLP-1 drug for type 2
diabetes mellitus (T2DM) in 2005 and approved the first GLP-1
for weight loss in 2014. Since that time, new formulations have
been rolling out. To date, the FDA has approved GLP-1 agents
for T2DM, obesity, and selected comorbid conditions including
cardiovascular disease (CVD), chronic kidney disease (CKD),
obstructive sleep apnea (OSA), and metabolic-associated
steatohepatitis (MASH) in certain populations (e.g., overweight
adults, individuals with moderate-to-advanced liver fibrosis).
Early-stage research is also investigating potential benefits for
substance use disorders such as alcohol or opioid use disorder.®
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Current GLP-1 injectable agents include dulaglutide, exenatide,
liraglutide, and semaglutide, as well as tirzepatide, a dual
glucose-dependent insulinotropic polypeptide (GIP) and GLP-1
receptor agonist.® For oral formulations, two agents are currently
FDA-approved: oral semaglutide and oral orforglipron. Additional
oral GLP-1 formulations are in late-stage clinical development
and may improve overall tolerability and adherence.°

Benefit design and
management strategies

Evidence shows that for most patients, the clinical benefits

of GLP-1 therapy rely on continued use, supporting the belief
that obesity should be treated as a chronic condition requiring
long-term management using such methods as anti-obesity
medications (AOMs) and lifestyle modification.''-2 Before the
Trump administration’s negotiated price reductions in November
2025, monthly gross costs for these drugs frequently exceeded
$1,000." Their high cost, long-term treatment expectations, and
rapid utilization growth have raised concerns about the financial
sustainability of broad coverage. Three key levers influence the
long-term affordability of this drug class: coverage policies,
utilization management, and cost.

COVERAGE

Although GLP-1 drugs carry multiple FDA indications, payer
obligations to cover them—either fully or partially—depend
on federal and state mandates, employer preferences,

and payer-specific medical necessity policies.

Medicare

Federal mandates define Medicare’s coverage baseline.
Currently, GLP-1 use for a weight-loss indication is not a
Medicare-covered benefit. The Medicare Prescription Drug,
Improvement, and Modernization Act of 2003 (MMA; P.L.
108-173), which created Medicare Part D, explicitly prohibits
coverage of drugs prescribed for anorexia, weight loss, or weight
gain.'™ Consequently, Medicare Part D cannot cover GLP-1
medications solely for obesity. However, GLP-1 medications are
a covered benefit if the beneficiary has a covered indication such
as T2DM.15.16.17
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Advocacy for obesity treatment coverage has intensified,
particularly after the American Medical Association recognized
obesity as a chronic disease in 2013."® In November 2024,
CMS proposed reinterpreting the statute to allow coverage of
AOMs. However, in April 2025, CMS announced it would not
finalize the rule after the Congressional Budget Office projected
that expanded coverage would increase federal spending by
$35.5 billion over eight years."®

In 2026, CMS introduced two distinct pathways intended to
expand access, each with a different design, scope, and timeline.
The BALANCE (Better Approaches to Lifestyle and Nutrition for
Comprehensive Health) Model is a voluntary CMS Innovation
Center pilot that allows participating state Medicaid programs to
cover GLP-1 drugs for weight loss, beginning in May 2026. The
model pairs drug therapy with coaching, nutrition support, and
behavioral interventions, testing whether that combination yields
better outcomes and offsets downstream costs relative to drug
therapy alone. BALANCE was originally proposed for Medicare
Part D as well, but it required a minimum plan participation
threshold, which was not met. Thus, BALANCE is not currently
moving forward for Medicare Part D.2°

The Medicare GLP-1 Bridge program, launched in July 2026,
takes a different approach: It operates outside the standard
Medicare Part D coverage and payment flow and does not
require plan sponsors to opt in. Unlike BALANCE, it is explicitly
short-term, ending December 31, 2027.2' As the demonstration
concludes, CMS may evaluate longer-term policy options

for providing sustainable Medicare coverage of AOMs for
eligible beneficiaries.

Employer-sponsored coverage

Employer-sponsored insurance covers approximately 154 million
nonelderly Americans.?? The Affordable Care Act (ACA) does not
classify weight-loss medications as “essential health benefits,”
meaning plan sponsors are not required to cover GLP-1s for
weight loss. In 2024, only 18% of large firms offering health
benefits covered GLP-1 drugs for weight loss.??

State regulators oversee fully insured plans and can impose
coverage mandates; however, no state currently mandates
GLP-1 coverage for weight loss. Employer coverage remains
highly variable in 2026, with some sponsors expanding access
under structured utilization management programs, while
others have narrowed coverage due to cost and long-term
adherence concerns.?425

Self-funded employers retain greater benefit design flexibility.

For example, some self-funded employers cover GLP-1s for
employees with prediabetes or BMI > 40 with support from robust
utilization management programs.2®
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Medicaid

Federal rules establish minimum Medicaid coverage requirements,
but states may choose to cover additional services. Under Section
1927(d)(2) of the Social Security Act, Medicaid is not required to
cover GLP-1 drugs for weight loss, though coverage is mandatory
for other FDA-approved indications.51?

State coverage policies remain dynamic and continue to evolve
based on budget impact, supplemental rebate negotiations, and
state legislative priorities. Obesity is prevalent in the Medicaid-
insured population,® and expanded coverage for GLP-1s could
provide effective treatment for millions of individuals and
potentially result in reduced spending on obesity-related
comorbidities. However, the high upfront costs of these drugs, in
addition to acute budgetary constraints facing many state
Medicaid programs, have resulted in states being wary of
expanding coverage for weight-loss indications. As of January
2026, only 13 state Medicaid fee-for-service programs cover
GLP-1s for weight loss, with four states (California,

New Hampshire, Pennsylvania, and South Carolina) having
eliminated coverage in the previous year.5

The CMS BALANCE Model provides participating states with a
voluntary pathway to expand obesity treatment while leaving
existing Medicaid coverage requirements unchanged. As of
July 2026, CMS has not announced which state Medicaid
programs have elected to participate in the BALANCE Model.
For states that already cover GLP-1 medications for weight loss,
participation in the CMS BALANCE Model may offer a more
predictable federal financing structure; however, participating
programs may need to align operational processes with the
model’s eligibility framework and coverage requirements,
including standardized utilization management protocols.

=  Check out The evolving landscape of anti-obesity medication
coverage in Medicaid

UTILIZATION MANAGEMENT

Medical policies are the backbone of utilization management.
These policies are established by each insurer and are informed
by established medical research and published clinical guidelines
by professional organizations. Insurers use medical necessity
policies to ensure patients receive evidence-based care and to
help control costs. Three major guidelines, the Endocrine
Society’s 2015/16 Clinical Practice Guideline, the American
Gastroenterological Association’s 2022 guideline, and the World
Health Organization’s 2025 global guideline provide
complementary perspectives on the use of GLP-1 therapies for
obesity, consistently emphasizing that pharmacologic treatment
should be combined with lifestyle modification and monitoring for
efficacy and safety.?7:28.29
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Utilization rules typically incorporate prior authorization as a core
component, requiring that beneficiaries meet certain criteria
before GLP-1 approval. These criteria commonly include
participation in supervised lifestyle programs and/or step therapy
with lower-cost alternatives before moving to more expensive
GLP-1 drugs. These processes often require clinical expertise to
review prior authorization requirements such as evidence of prior
unsuccessful lifestyle interventions. They may also affect the
patient experience due to administrative wait times before
receiving the prescribed medication.

As oral GLP-1 agents enter the market, payers will need to
determine where they fit within step therapy protocols,
specifically whether oral agents should precede, follow, or be
treated as equivalent alternatives to injectable formulations.
Clinical guidelines have not yet addressed this question directly,
and early payer policies vary considerably.

COosT

Recent federal drug-pricing reforms and manufacturer pricing
adjustments have reshaped the GLP-1 market:

Maximum fair price (MFP) through the Medicare Drug Price
Negotiation Program (MDPNP)

The Inflation Reduction Act of 2022 established the MDPNP,
allowing CMS to negotiate MFPs with participating drug
companies for certain high-expenditure, single-source drugs
covered under Medicare Part B and Part D. Of the 15 drugs
selected in the second cycle for price negotiations, 1 GLP-1 drug,
semaglutide (which is sold under the brand names Ozempic,
Rybelsus, and Wegovy), was included. Starting in 2027, all
Medicare Part D formularies must include these drugs. The MFP
negotiated price for semaglutide is $274 for a 30-day supply,
which is a 71% reduction from the list price in calendar year
2024 .3° The financial impact of negotiated pricing on plan liability,
manufacturer rebates, and commercial spillover effects remains
an area of active analysis.

Most-Favored-Nation (MFN) Pricing Agreements with Eli Lilly
and Novo Nordisk

Under the Trump administration, negotiated agreements with

Eli Lilly and Novo Nordisk established significantly lower prices
for GLP-1 medications for Medicare and Medicaid beneficiaries.®!
Eligible GLP-1 medications furnished through the Medicare
GLP-1 Bridge are reimbursed at a negotiated net price of

$245 per monthly supply. Eligible beneficiaries pay a

$50 monthly copayment, with CMS covering the remaining

cost under the demonstration.
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Additionally, direct-to-consumer (DTC) options have emerged,
including the TrumpRXx platform and pharmaceutical
manufacturer channels, with both example options offering
discounted pricing for patients without coverage. TrumpRx and
Novo Nordisk advertise Wegovy (semaglutide) injection 0.25 mg
and 0.5 mg for new patients at $199 for the first two months,
followed by $349/month. Eli Lilly has a similar platform with its
GLP-1 medications available for direct purchase.32:33

Negotiated agreements and cash-pay options may improve
access and affordability for certain populations, however these
arrangements do not directly change the nationwide list price or
wholesale acquisition cost (WAC) of the medications. In February
2026, Novo Nordisk announced that it will reduce the WAC for its
semaglutide products (Wegovy, Ozempic, and Rybelsus) from
over $1,000 to $675 per month effective January 1, 2027.34
Although the reduced WAC improves affordability for members
with coinsurance-based benefits, including some individuals
enrolled in commercial health plans, the impact on overall payer
spending will depend on the resulting net price after rebates and
discounts, manufacturer contracting arrangements, benefit
design, and changes in GLP-1 utilization. Of note, Eli Lilly has not
reduced the WAC for its GLP-1 therapies, Zepbound and
Mounijaro, at the time of this report.

=  Check out From ASP to WAC: 8 key drug pricing terms life
science companies should know

Implementation Uncertainties
and Considerations

As payers navigate policy changes, several uncertainties remain.

COVERAGE

Although federal negotiators signaled that MFN pricing may
support broader GLP-1 coverage for weight loss, it is unclear
whether this will lead to statutory reinterpretation of the MMA or
which populations (e.g., individuals with BMI > 40) might become
newly eligible. The availability of discounted GLP-1s through
DTC channels somewhat reduces pressure to formalize federal
coverage. Employer-sponsored plans that are interested in
broader obesity coverage may explore member benefit
arrangements through direct-to-employer (DTE) programs to take
advantage of lower list prices. This can reduce employee cost
sharing because list prices for DTE programs are often lower
than negotiated prices through the traditional pharmaceutical
supply chain arrangements.
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Real-world discontinuation rates of injectable GLP-1s within

12 months are high and widely variable,3® and adherence to
emerging oral GLP-1s for a weight-loss indication is not yet
understood. Given the uncertainties related to federal coverage,
the role of lower list prices, and adherence rates, it is unclear
whether widespread expansion of employer-sponsored coverage
will be observed.

UTILIZATION MANAGEMENT

Enforcing medical policies helps insurers manage utilization and
protects patients from inappropriate use or overuse outside
guideline-based indications. When patients obtain GLP-1
medications through DTC channels that operate outside traditional
insurance coverage, insurer medical policy review may not occur.
A recent publication demonstrated that many online platforms rely
primarily on patient-reported questionnaires rather than
comprehensive clinician assessments. This approach may not
consistently capture relevant clinical history, contraindications,
medication interactions, or psychosocial factors needed to support
safe and appropriate GLP-1 prescribing.3¢

A related concern is the proliferation of compounded GLP-1
agents. During periods of drug shortage, FDA regulations permit
compounding pharmacies to produce copies of branded
medications. Compounded semaglutide and tirzepatide became
widely available during the shortages of 2023 to 2024. In 2025,
the FDA determined that the shortages had resolved and moved
to restrict compounding of these agents, though legal challenges
from compounders and telehealth platforms have delayed full
enforcement. Compounded products may lack the quality
controls, stability testing, and dosing precision of FDA-approved
formulations, and some have been associated with adverse
events including dosing errors and contamination.3”

=  Check out Direct-to-patient prescription drugs: A framework
to help pharmaceutical manufacturers evaluate their strategy

Coordinated care is also important for medication adherence.
Given reported discontinuation rates ranging from 37% to 81%,
payers will have to evaluate their utilization management strategies
to adapt to the evolving landscape and real-world adherence
rates.3® Given that long-term therapy is usually required for
sustained benefit, payers may expand adherence support through
coaching, symptom triage, structured titration programs, and time-
limited approvals contingent on clinical response.

As GLP-1 access expands beyond traditional pharmacy benefits,
payers will face increasing challenges in managing utilization that
occurs through cash-pay, telehealth, and other nontraditional
channels. Ensuring appropriate prescribing, continuity of care,
and ongoing monitoring will be critical to balancing access with
patient safety and long-term value.
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= Milliman’s GLP-1 Impact Dashboard is a suite of analytics to
facilitate the strategic management of GLP-1-related care,
including longitudinal analysis of total cost of care.

COsT

Lower WACs for GLP-1 therapies could reshape traditional
manufacturer contracting strategies. Historically, manufacturer
rebates have often been calculated as a percentage of list price;
therefore, a reduction in WAC may reduce the rebate dollars
available to health plans and pharmacy benefit managers
(PBMs). Although lower list prices may improve affordability for
some members, health plans have historically used rebates to
help offset premiums, support affordability initiatives, or fund care
management programs. A reduction in rebate revenue could
require health plans to modify benefit strategies and formulary
management to offset the lost revenue from rebates.

Although covering FDA-approved GLP-1 products with
appropriate utilization management, care coordination, and
clinical monitoring can improve visibility into member utilization,
support safe and effective treatment, and reduce risks associated
with fragmented care, health plans may face pressure to
streamline these processes as lower-cost access pathways
become more prevalent. As utilization grows and members
increasingly obtain GLP-1 therapies through cash-pay and direct-
to-consumer channels, employer-sponsored plans will need to
balance administrative efficiency with the need to maintain
appropriate oversight, ensure clinical quality, and manage total
cost of care.

= Check out Milliman’s Pharmacy Briefing for the latest on
pharmacy news, trends, and insights.

Conclusion

The GLP-1 landscape is transitioning from rapid gross-spend
escalation to a more complex phase shaped by federal price
negotiation, MFN pricing, evolving coverage pilots, and
adherence challenges. Coverage remains highly uneven across
Medicare, Medicaid, and employer-sponsored plans. Although
unit prices are falling in public programs, uncertainty remains
around commercial spillover, rebate restructuring, and long-term
utilization patterns.

Ultimately, the GLP-1 coverage framework will be shaped by how
well payers can integrate evolving coverage pathways with
modernized utilization management—while also recognizing that
utilization may occur through other channels such as DTC
suppliers—in ways that protect patient safety while maximizing
value. Payers will benefit from evaluating not only drug unit cost
but also total cost of care, adherence durability, and long-term
clinical return on investment.
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Milliman leverages regulatory expertise, pricing
analytics, and longitudinal claims modeling to help
clients quantify GLP-1 exposure, scenario-test coverage
strategies, and evaluate long-term affordability.

For additional information or tailored guidance,
please contact your Milliman consultant.
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