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hile recent federal and state policy
debates have focused on the pre-

scription drug needs of the elderly in
Medicare, many nonelderly adults also
have problems affording prescription
medications. According to HSC’s
2000-01 Community Tracking Study
Household Survey, nonelderly adults
enrolled in Medicaid and those who
are uninsured have the most problems
affording prescription drugs—more
than one out of four people in both
groups did not get at least one pre-
scription drug in the past year due 
to the cost. This is in sharp contrast 
to those in Medicare and those with
employer-sponsored private insurance
(see Figure 1).

The fact that adults with Medicaid
coverage have problems affording pre-
scription drugs is surprising. Medicaid
is designed to ensure access to afford-
able medical care for the poorest and
sickest Americans, and all state Medicaid
programs provide drug coverage for
most beneficiaries.2 The wide gap in
access to prescription drugs between
nonelderly Medicaid enrollees and
those with employer-sponsored cover-
age stands in contrast to other types 
of care. For example, people with
Medicaid are more similar to those
with employer-sponsored coverage in
terms of unmet medical needs, having
a usual source of care and contact with
a physician in the past year.

Low Income, Poor Health
Compound Problems

Despite the assistance Medicaid
brings, beneficiaries’ low incomes put
them at much higher risk of being
unable to afford prescription drugs.
Half of nonelderly adult Medicaid
beneficiaries have incomes below the
federal poverty level, or $8,590 for a
single person in 2001 (see Table 1);
three-quarters have incomes below
200 percent of poverty. By contrast,
only 3 percent of people with
employer-sponsored health coverage
have incomes below the poverty level,
while 14 percent have incomes below
200 percent of poverty.
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While all state Medicaid programs provide outpatient prescription drug coverage,

slightly more than one in four Medicaid patients ages 18-64 could not afford to fill

at least one prescription in the last year, according to a new study by the Center for

Studying Health System Change (HSC). A similar percentage of uninsured adults

also had difficulty affording prescription medications. Faced with rapidly rising

drug spending, many states have moved to control Medicaid prescription drug

spending by imposing copayments, limiting the number of prescriptions and using

other cost-containment methods. The study indicates that these state cost-control

measures are contributing to Medicaid beneficiaries’ prescription drug access prob-

lems. State and federal policy makers should keep in mind that the impact of these

controls on Medicaid beneficiaries is likely to be greater than on privately insured

people, given their higher need and lower incomes.1
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Medicaid beneficiaries also tend to be in
poorer health. More than half of nonelderly
adult beneficiaries are living with at least one
chronic condition, such as diabetes, heart
disease or depression, and more than one 
in four has two or more such conditions.
In contrast, fewer than one-third of people
with employer-sponsored coverage have a
chronic condition, and only 10 percent have
two or more conditions.

Cost barriers are greater for people living
with chronic conditions across all categories
of insurance coverage (see Table 2). Especially
striking is the high proportion of Medicaid
beneficiaries and uninsured people with
chronic health conditions who report being
unable to afford prescription drugs. Perhaps
most troubling, more than 40 percent of
Medicaid patients with two or more chronic
conditions reported not obtaining prescrip-
tion medications because of cost.

Thus, low incomes and high prevalence
of health problems put adult Medicaid bene-
ficiaries at high risk for experiencing prob-
lems in affording prescription medications.
The study shows that these characteristics
largely explain the wide gap between

Medicaid and privately insured persons
when it comes to affording prescription
medications. But why has Medicaid—which
was designed to narrow this gap—failed in
this one critical aspect of care? 

Cost Containment Linked to
Access Gaps 

State efforts to control Medicaid prescription
drug spending appear to contribute to the
access problems experienced by Medicaid
patients. In the past few years, many states
have implemented a variety of methods to
control escalating Medicaid prescription
drug spending. These methods attempt to
control spending by influencing physicians’
prescribing patterns and patients’ drug use.

Although methods vary from state to
state, the most common include imposing
nominal copayments, setting dispensing lim-
its that restrict the number of prescriptions,
mandating substitution of generic drugs for
brand-name drugs, requiring prior autho-
rization for certain drugs and issuing step-
therapy protocols that require physicians to
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Web Exclusive

A more detailed
analysis on this
topic can be found in
Research Report No. 5,
“Affording Prescription
Drugs—Not Just a Problem
for the Elderly,” available 
online at www.hschange.org.
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Figure 1
Percent Not Obtaining Prescription Drug Due to Cost
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* Difference from elderly with Medicare is statistically significant at p<.05 level.

Note: The categories of employer coverage, Medicaid coverage and the uninsured include adults ages 18-64.

Source: Community Tracking Study Household Survey, 2000-01
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try lower-cost drugs before prescribing
more costly alternatives.3

Individually, these cost controls do not
appear to significantly affect beneficiaries’
access to prescription drugs. Most states,
however, have implemented more than
one cost-control measure, and the study
shows that when multiple cost-control

measures are implemented, beneficiary
access to prescription drugs is affected to a
much greater extent (even after controlling
for beneficiary characteristics and other
community, state and regional factors).
For example, beneficiaries in states that
have implemented four or five cost-control
measures were about twice as likely to

report cost barriers as those living in states
with either one or no cost-control policies
(see Figure 2).

States that implement multiple cost-
control methods may be much more
aggressive in trying to control Medicaid
prescription drug spending. Not only
would the cumulative effects of imple-
menting these policies curtail access to a
greater degree than any single method, but
the individual methods themselves also
may be more stringent (e.g., higher copay-
ments, stricter dispensing limits) in states
that are trying more aggressively to control
spending. While greater Medicaid savings
may be realized, an unintended conse-
quence of aggressive cost-control policies
might be a reduction in beneficiary access
to needed prescription drugs.

Policy Implications

While the recent policy debate has focused
on expanding prescription drug coverage
for senior citizens enrolled in Medicare,
the HSC study suggests that policy makers
should not ignore the difficulties many
nonelderly patients face in affording drugs,
especially those who are uninsured or
enrolled in Medicaid.

The importance of prescription drugs
in medical care is growing as both the
number of people using prescription drugs
and the number of prescriptions per user
are increasing.4 Expenditures for prescrip-
tion drugs now account for about 11 per-
cent of personal health care expenses, up
from about 6 percent in 1988.5 The impor-
tance and cost of prescription drugs in
medical care are likely to increase in the
future with the development of new drug
products, including those from the still-
nascent biotechnology field. As drug prod-
ucts increase in both importance and cost,
policy makers will be confronted with the
challenge of making medications afford-
able and accessible to all Americans.

Many states currently are experiencing
Medicaid budget shortfalls, and state offi-
cials often point to rising Medicaid pre-
scription drug spending as a major cause.
If these pressures continue or worsen, states
may become even more aggressive in their
efforts to control prescription drug expen-
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Table 1
Health and Income Characteristics by Insurance Type (ages 18-64)

* Conditions asked about in the survey include diabetes, arthritis, asthma, chronic obstructive pulmonary disease, hypertension,
coronary heart disease, cancer, benign prostate disease, depression and other serious medical problems that limit usual activities.

Note: Estimates reflect the percentage who responded “yes” to the following question: “During the past 12 months, was there
any time you needed prescription medicines but didn’t get them because you couldn’t afford it?”

Source: Community Tracking Study Household Survey, 2000-01
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Table 2
Percent Not Obtaining Prescription Drugs Due to Cost, by Insurance
Coverage and Chronic Condition Status for Nonelderly Adults (ages 18-64)

* Conditions asked about in the survey include diabetes, arthritis, asthma, chronic obstructive pulmonary disease, hypertension,
coronary heart disease, cancer, benign prostate disease, depression and other serious medical problems that limit usual activities.

** Difference from persons with no chronic conditions is statistically significant at p<.05 level.

Note: Estimates reflect the percentage who responded “yes” to the following question: “During the past 12 months, was there
any time you needed prescription medicines but didn’t get them because you couldn’t afford it?”

Source: Community Tracking Study Household Survey, 2000-01
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ditures, further restricting beneficiary access.
While some may view these cost-control
methods as consistent with those used
by many private insurers, public officials
should keep in mind that the impact of
these methods on Medicaid beneficiaries 
is likely to be greater given their higher
need and lower incomes. ●
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Figure 2
Summary of Effects of State Medicaid Cost-Control Methods on Beneficiaries’
Access to Prescription Drugs*

* These methods include copayments, limits on the number of prescriptions, mandatory substitution of generics for brand-name
drugs, preauthorization requirements and step-therapy requirements.

** Difference from persons in states that have implemented 0 or 1 requirement is statistically significant at p<.05.

*** Estimates reflected regression-adjusted means that control for beneficiary characteristics and other community, state and regional
factors.

Note: Sample includes persons ages 18-64 enrolled in Medicaid or state coverage programs.

Source: Community Tracking Study Household Survey, 2000-01
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Data Source

This Issue Brief presents findings
from the 2000-01 Community
Tracking Study Household
Survey, a nationally representa-
tive telephone survey of the 
civilian, noninstitutionalized
population, supplemented by in-
person interviews of households
without telephones to ensure
proper representation. The survey
contains observations on a total
of about 60,000 persons. The
sample for this study is based 
on 39,000 adults ages 18-64,
including about 1,800 who are 
in Medicaid or state coverage.
The response rate for the survey
was around 60 percent.


