FROM THE MPA PROGRAM

Does North Carolina Need a Pharmaceutical

Assistance Program for Older Adults?

Patrick Liedtka

dress, President Bill Clinton echoed

a sentiment that older Americans
have been expressing for years: afford-
able prescription drugs are “the greatest
growing need of seniors.”! For the last
two years, the North Carolina Coalition
on Aging has called for state legislation
addressing access to prescription drugs,
and in 1999 the Governor’s Advisory
Council on Aging included prescription
assistance to older adults among its rec-
ommendations to the governor.2

In 1997 the Health Care Financing
Administration estimated that 89 per-
cent of older adults (those sixty-five
years of age and over) regularly use at
least one prescription drug, spending an
average of $742 per year on prescrip-
tion medications. By the year 20035, this
average yearly cost for medications is
expected to rise to $1,000 per person.3
Although older adults make up only
12.7 percent of the U.S. population,*
they consume more than 32 percent of
all prescription medications.’

Yet at the time in their lives when
Americans require more prescription
drugs, they are most likely to be without
insurance to help pay for the drugs.
Medicare, the primary insurance for
older Americans, does not pay for most
prescription drugs outside hospital set-
tings. Although an estimated 65 percent
of all older Americans have prescription
drug coverage (through Medicaid,
employer-sponsored coverage, Medigap
policies, and other private policies),

In his 2000 State of the Union ad-
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only 36 percent of seniors with incomes
under $10,000 have such benefits.
Americans with low incomes may be
forced to choose between medications
and basic necessities. In a national survey
conducted in 1995, “among persons aged
50 and over with an annual income of
$10,000 or less, 40 percent reported that
they had to cut back on essentials such
as food or heat to pay for prescription
drugs.”” Research indicates that older
adults with low incomes purchase as lit-
tle as one-quarter of the medications they
require.® This problem is compounded
by the rising price of pharmaceuticals.®
The State Division on Aging has esti-
mated that, in the year 2000, among
older adults in North Carolina living at
or below 200 percent of the federal
poverty level (two times $8,050, or
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$16,100 per year for an individual),
about 56 percent (roughly 275,000 peo-
ple) are without prescription insurance.
A survey of 600 older adults in eastern
North Carolina found that 44 percent
resorted to various strategies, some dan-
gerous, to manage their prescription
costs, including taking less than the
amount prescribed or going without
prescribed drugs altogether.’® The con-
sequences of such strategies can be sig-
nificant. One recent study found that
underuse of drugs for high blood pres-
sure was associated with preventable
hospital readmissions, and another esti-
mated that 5.5 percent of all hospitaliza-
tions (approximately two million annu-
ally) resulted from noncompliance with
medication regimens, leading to an
annual cost of $7 billion.!!
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This article draws on lessons from
academic literature, interviews with
aging-policy experts, and analysis of
existing data to suggest parameters for a
North Carolina pharmaceutical assis-
tance program.

Criteria for a
North Carolina Program

Between 1977 and 1996, eleven states
enacted programs to assist low-income
older adults in obtaining prescription
medications at affordable prices.”? North
Carolina’s response to the dilemma of
prescription drug affordability has come
from community-based programs, at
least thirty-one of which now exist in
the state.’® These programs include
community health clinics that distribute
manufacturers’ samples as well as inde-
pendent nonprofit organizations that
offer an array of services, such as finan-
cial assistance, medication education,
and help in obtaining access to manu-
facturers’ assistance programs.

In considering whether to establish a
statewide pharmaceutical assistance
program in North Carolina, policy
makers must address two important fac-
tors, cost and need:

* Cost. Administrators of state phar-
maceutical assistance programs have
identified the growth of program
cost as their primary concern.™
Therefore, to be feasible, any North
Carolina program would have to
satisfy some cost criteria. Of course,
in evaluating cost, one must take
into account the potential for sav-
ings in overall health care services
as a result of a program’s imple-
mentation.

Need. A second criterion for a
North Carolina program is that it
focus services on the older adults
most in need of access to affordable
medications. As of January 1, 1999,
North Carolina raised the income
eligibility level for Medicaid to
100 percent of the federal poverty
level. This means that adults sixty-
five years of age and over with an
annual income of $8,050 or less
and limited assets can qualify for
Medicaid, which offers a prescrip-
tion drug benefit. However, older
adults between 100 and 200 per-
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cent of the federal poverty level,
currently $8,050 to $16,100 per
year for an individual, remain vul-
nerable to lack of prescription drug
coverage.

Selected State Programs:
Features and Examples

Existing state pharmaceutical assistance
programs vary in terms of guidelines but
generally share the following character-
istics:

* A defined eligibility age (usually
sixty-five)

* A maximum income eligibility level

°* A “copayment” (a fixed dollar
amount that a person must pay)
for each prescription

Despite these common characteristics,
the cost per beneficiary ranges widely
across states, from $86.23 in Vermont
to $933.65 in New Jersey in 1995. The
number of beneficiaries also ranges wide-
ly, from 4,400 in Vermont to almost
332,000 in Pennsylvania in 1995. These
latter two states also represent the mini-
mum and maximum overall expendi-
tures in 1995: $380,000 and $248 mil-
lion, respectively.!s

Little data exist on the number of
older adults served by North Carolina’s
community-based programs. They have
been described as “a patchwork” in
which “efforts to improve access to med-
ications are duplicated, solutions [are]
fragmented, or only a limited amount of
assistance [is] provided™”16

Senior PHARMAssist)” an effective
nonprofit program in Durham County,
is an example of a community-based
program in North Carolina. It places
as much emphasis on educating older
adults, their physicians, and their phar-
macists about appropriate and effective
medication use, as it does on increasing
access to medications. Also, it gathers
data about outcomes to discover the
effectiveness of various strategies and
programs.

Serving more than 600 older adults
in Durham County, Senior PHARM-
Assist had a fiscal year 1998 budget of
approximately $395,000.1% Of Senior
PHARMAssist’s current budget, 51 per-
cent is from foundations, with other
funding coming equally from individu-

als, businesses, and government. Older
adults with incomes up to 140 percent
of the federal poverty level ($11,270 per
year in 1998-99) are eligible for ser-
vices. They pay the first eight dollars of
any prescription, with Senior PHARM-
Assist paying the remainder. There is no
limit on the number of prescriptions.
The average yearly benefit paid by
Senior PHARMAGssist on behalf of its
medication-eligible clients is $660. Se-
nior PHARMA ssist reimburses local re-
tail pharmacies at rates below those of
Medicaid, in effect working with phar-
macists to reduce prices.

Senior PHARMATssist considers a ger-
iatric formulary and prospective medi-
cation review to be among its innovative
characteristics. A “formulary” is a list of
all medications that are paid for by the
program.' Senior PHARMAssist has es-
tablished a committee of pharmacists,
physicians, nurse practitioners, and other
professionals to develop a formulary of
cost-effective medications known to be
safe for older adults. Through this pro-
gram feature, Senior PHARMAssist, un-
like some state pharmaceutical assistance
programs, avoids paying for expensive
medications that have limited therapeu-
tic benefits.20

“Prospective medication review”
means that older adults meet with a
staff pharmacist to generate a list of all
medications they take and to discuss
their reasons for taking each medica-
tion, the possible side effects, and poten-
tial interactions among the drugs. This
information also is used to alert the
client’s physicians and pharmacists to
possible drug-related problems.

Potential Impact of a
North Carolina Program

Evaluation of the potential cost of a
pharmaceutical assistance program in
North Carolina involves a two-part
inquiry: (1) Is it possible to identify sav-
ings in the health care system to balance
the cost of such a program? (2) What
should the eligibility guidelines be?

Possible Savings

Gina Upchurch, director of Senior
PHARMAssist, cites data from a 1996
study indicating a 31 percent decrease in
the percentage of Senior PHARMAssist



clients who made an emergency room
visit after one year in the program. The
study also found a 29 percent decrease
in the percentage of clients who stayed
in the hospital overnight after one year
of participation in the program. To de-
rive these figures, clients and family
members were surveyed regarding hos-
pitalizations and emergency room visits
upon enrollment in the program and
after one year of enrollment. In 1998 the
national average cost per inpatient hos-
pital day was $1,245.2! Thus Senior
PHARMAssist’s reduced rate of hospi-
talizations and emergency room visits
illustrates the potential savings.

A 1987 analysis of Medicare expen-
ditures comparing older residents of
New Jersey and eastern Pennsylvania
found a significant decrease in the cost
of inpatient hospital care among New
Jersey residents after enactment of the
state’s drug assistance program.?2 Other
researchers have concluded that limiting
access to prescription drugs could
increase the risk of nursing home place-
ment for low-income older adults.??

Eligibility Guidelines

North Carolina’s decision to raise the
income eligibility level for Medicaid may
provide about 50,000 of the state’s lowest-
income older adults with prescription
drug coverage. The Fiscal Research Di-
vision of North Carolina’s General As-
sembly estimates that this expansion will
cost the state $57 million in fiscal year
2000.2* Even with this action, though,
an estimated 219,000 older adults be-
tween 100 and 200 percent of the pover-
ty level are without drug coverage and
thus are vulnerable to high prescription
drug costs.?

Despite the limited options available
to older adults to pay for prescription
drugs, program benefits or eligibility may
need to be constrained, at least initially.
The state already has made a significant
financial commitment to low-income
older adults through the Medicaid ex-
pansion. Other demands, such as the
Hurricane Floyd recovery effort, may
limit additional funding. Administrators
of pharmaceutical assistance programs
in other states believe that starting with
a limited program that can be expanded
is better than cutting benefits from a
generous program after costs escalate.26

The second criterion for a state phar-
maceutical assistance program is that it
focus on the most vulnerable low-income
older adults. Discussions with North
Carolina state and local advocates for
the aging and an analysis of income eli-
gibility levels for existing state pharma-
ceutical assistance programs suggest that
people at 100 to 150 percent of the fed-
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eral poverty level are the most vulnera-
ble to the high cost of prescription
drugs. Therefore a North Carolina pharm-
aceutical assistance program might best
set a maximum income eligibility level
of $12,075 per year for an individual, or
150 percent of the federal poverty level.
Closely associated with selecting the
income eligibility level for the program
is determining the level of copayments,
if any. Although copayments generate
savings and instill a sense of responsibility
for health care, they have been shown to
cause patients to reduce use of needed
health care services, particularly when
they are applied to people whose in-
comes are below 200 percent of the fed-
eral poverty level.?” The most prudent
course may be to limit copayments for
this population to nominal amounts and
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include an annual ceiling on the total
amount of copayments paid by a patient.

Recommendation

One way to initiate pharmaceutical as-
sistance in North Carolina is through a
public-private partnership among the
state, charitable foundations, and com-
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munities. Demonstration projects might
be established initially in six to eight
counties to encourage a racially and
geographically diverse pool of partici-
pating older adults. Foundations might
provide seed funding to communities
through a competitive-grant process.
The goals of the demonstration projects
would be as follows:

* To improve access to affordable
prescription drugs

* To educate older adults, pharma-
cists, and physicians about appro-
priate use of medications

* To integrate pharmaceutical assis-
tance with existing services when
possible

* To save costs in the health system
by meeting the foregoing goals
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A flexible framework for awarding
grants would encourage innovation
among projects in meeting these goals.
The North Carolina Department of
Health and Human Services might form
a board of administrators of pharmaceu-
tical assistance programs, aging-policy
professionals, pharmacists, physicians,
and older adults to provide technical
and organizational assistance to com-
munities that receive grants. Such a
board would set minimum standards
that programs must meet, including the
following:

* A geriatric formulary

* Prospective medication review

* Copayments

* An income eligibility level of 150
percent of the federal poverty level

° A strategy to assist ineligible clients
and to refer them to other pharma-
ceutical assistance services

* Participation of local pharmacists,
businesses, health providers, and
councils on aging

* Uniform procedures for evaluation
of program performance

A five-year seed grant might be nec-
essary to give projects time to generate
reliable data, as measured by rates of
hospitalization, emergency room visits,
medication knowledge, self-perception
of health status, and physicians’ percep-
tion of health status, among other indi-
cators. Projects able to prove cost sav-
ings might eventually be absorbed into
existing service systems, or they might
incorporate as free-standing nonprofit
organizations. Projects also might devel-
op alliances with community hospitals
or county social service offices.?

A public-private partnership of this
nature requires the support of a wide
range of groups—policy makers, foun-
dations, professionals in aging, commu-
nities, pharmacists, and other health
care providers. To gain such support,
programs will have to limit start-up
costs, demonstrate savings in other sec-
tors of the health system, generate reli-
able outcome data within a reasonable
time, and show the ability to win private
support to match public investment. If
they can attain these goals, North
Carolina should be able to deliver bene-
ficial and cost-effective pharmaceutical
assistance to its neediest older adults.
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