Rising Prices, Lack of Coverage Keep
Prescription Drugs Out of the Reach of Many

Overall, national spending on outpatient prescription drugs has risen considerably in
recent years. From 1999 to 2000 alone, spending on retail outpatient prescription drugs
increased nearly 19 percent.! Three trends contribute to this growth: physicians are
prescribing more drugs, physicians are prescribing more expensive drugs, and drug
prices are rising.? These trends are not expected to abate any time soon. In fact, some
studies estimate that spending on prescription drugs will double in the next five years.?

For the estimated 65 million Americans who
do not have any outpatient prescription drug
coverage, the result of this increase is simple:
They must spend an ever-growing percent-
age of their income to purchase the drugs
their physicians prescribe.* For low-income
individuals without prescription drug insur-
ance, this often means choosing between
medications and other necessities.®

Rising drug spending has a disproportionate
impact on seniors, people with disabilities,
and the chronically ill who do not have out-
patient drug insurance. Seniors and many
people with disabilities can rely on Medicare
to insure against the cost of hospital and phy-
sician services, but Medicare does not
provide outpatient drug coverage—even
though Medicare beneficiaries rely heavily
on prescription drugs as part of their medi-
cal care.® In fact, an estimated 27 percent of
Medicare beneficiaries do not have any out-
patient drug coverage; roughly half of those
individuals have incomes below 175 percent
of the federal poverty level.” Add to that the
beneficiaries who have coverage for only part

of the year because they reach their annual
caps on coverage, and the result is that nearly
half of all Medicare beneficiaries are with-
out drug coverage at some point in time
during the course of a year.?

The economic burden that drug costs pose
for those without coverage is compounded
by the fact that the uninsured typically pay
significantly more for prescriptions drugs
than their insured counterparts. They do not
have the bargaining power to negotiate vol-
ume discounts the way insurance companies
can for the individuals they cover.®

Not surprisingly, seniors without drug cov-
erage do not fill as many prescriptions as
those who have coverage.*® Similarly, the un-
insured with chronic illnesses are much more
likely to go without medicines that are es-
sential to maintaining their health and func-
tioning than are the insured with such condi-
tions.! Inadequate use of prescription drugs
can have serious health consequences that can
result in compromised quality of life or in-
creased use of more costly medical care.




Rising Prices, Lack of Coverage

Recognizing the seriousness of this problem,
many states have taken steps to expand cov-
erage and/or reduce drug prices, particularly
in the form of programs targeted toward the
elderly and persons with disabilities—Medi-
care beneficiaries. States are doing less to
address prescription drug coverage for
uninsured adults with chronic illnesses who
are not Medicare beneficiaries.

Although a comprehensive, low-cost, stan-
dardized prescription drug benefit in Medi-
care that is available to all beneficiaries
would be the best way to provide broad and
consistent coverage to seniors and people
with disabilities, Congress has been slow to
act. As a stopgap measure, the President has
proposed a “Medicare Rx Discount Card.”*?
The potential availability of this program
should not distract from efforts to implement
state-based programs. The Medicare dis-
count card does not offer anything particu-
larly new to beneficiaries, since it is a pri-
vate discount program and such programs
have existed for some time. Even with the

Medicare discount-card, prescription drugs
will still be out of the financial reach of lower-
income beneficiaries unable to afford the of-
ten-substantial drug costs that will remain
after the discount.

Whenever a Medicare drug benefit is en-
acted, supplemental state programs may still
be needed for several reasons. First, imple-
mentation of a Medicare benefit will not oc-
cur until several years after its passage. Sec-
ond, the eventual Medicare drug benefit may
or may not provide significant and meaning-
ful assistance to low-income beneficiaries.
And third, a Medicare benefit will not ad-
dress the needs of the many non-Medicare
individuals who are without prescription
drug coverage. Although state-based pro-
grams are not an ideal solution—benefits
vary greatly from state to state—these pro-
grams can and do provide some assistance
to those seniors, persons with disabilities,
and others lacking drug coverage who are
most in need.
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