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Overview

e Rapid drug spending growth relative to other
Medicare sectors

e Factors influencing Part D spending growth

* Insuring beneficiaries with high drug costs



Average annual growth (%)

Drug spending growth increasing;
slowdown in other sectors

Growth in per-beneficiary Medicare spending by sector
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CBO: Drugs substitute for
other expensive medical services

Closing the Part D donut hole
e 5% 1 prescription drug fills

e 1% J, medical care spending

- HOVEMBER 2012

Offsetting Effects of Prescription
Drug Use on Medicare’s Spending for

Medical Services
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D Iffe re nt I n ce nt Ive S for medical services." Therefore, policy changes dhar
influence Medicare heneficiaries use of pre;r_riluinn
drugs, such as those alering the cost-sharing struciure of
the Part [V presription drug benefir, probably affec fed-
eral spem']in“ on their medical services.” Afrer reviewing,
recent research, the Congressional Budger Office (CBOY)
cutimanes thara 1 pereent increase in the number uﬂll:\-
ncr'lpr'mru filled h- heneficiaries would canse Medicares
spending on medical services w fall by rouphly one-fifth
ol 1 percent, Thar esimane, which applies only o policie
rhar clir\ch:rh' affect the quanriry anrtﬁcriplinns filled,

Medicare Advantage plus D
e At risk for overall spending

oproscnls :I.CI1;I.II1"L' i the H.!'J:IIG.}'IS L'sLilllaI.illL; mithodel-
opy. which unnl now has not incorporarcd such an effecr.

Stand-alone Part D plans

larion reparding prescriprion dps, CRO found insuffi
cient evidence of an "nF&ern'ng" edfecr n’Fplﬂcriprinn
d:rug s K ¥P|.'I:I\'J.illi: [ mecdical services. But rlJL'L'I:I'L]]-’.
M more analysis has heen published thar demonsorares a link
° N O beneflt from Offset hfrwr:nn:]y\tng:'i inpm“s’rﬁprinndnlgllﬂand changﬂin
the use of and spending for medical services. This report
provides background infomagon abour thar selagion-
:I\i'p; reviews the literanire an the size of the offser for the
Mudicurn: }Ka-puhl.ix.rll;. and describes how CBO !.j-’III.I‘IL'-
sized the recent research. The AT allsn provides an

]’rl:'r]uus]:r. when c:l.inllliug the bud{‘_\::u.rr cllocas u”tgis-

cxam]:-h: of how CBOYs clungt i I|'JL'I||1!-(LJIC|E}I’ will affecy
the sgem'fs st esrimanes for pmpnuh rhar s bd

change proscription drg wee by Modicare beneficiarics.

Background

In the first owo Yo of Madicares Pae I program
which was created in 2003 with the passage of
the Medicare Prescriprion Dirug, Improvemenr, and
Modernietion Act and i|||}1]L'Jr|l:||lL'L:| in 2006—he
number anresﬂip‘rinns filled h_\r Medicare heneficiaries
incrzsed by more than 10 percent, acconding e one esti-
mate.? Mon: r\.'r.\.':ll.|}', the Part I beneli was cxpu:ldn:d. ].13,'
the Affordahle Care Acr—which, herwesn 2001 and
2020, is gradually closing the gap in coverape in which
bencliciaries were responsible for all of the costs for
their prcCripuion d'“l'-"‘ Thar \Ilil.‘lli'.l.' B rJI.|.-\1.ln| o fur-
ther boost the use of prescription drugs. The design of
Medicare’s prescriprion drug benefir conrinues m he
debared, as evidenced by recent proposls o change the
cost-shari g rules for low-income heneficiaries and o

rl.'pw] L||t-1-.1aduu] closure of the COVCTAES pAp.

A subsiantial butl__v ol evidence indicares dhan }KUI.'I'L'
m';pnnd o cl‘ungﬂ_’. i cosr shgring hg,r dmnging their
wonsumption of prescription digs. From beneficiaries’
perspective, the price of a prescripdion ﬂrug is the pertion
of the prescriprion’s cosr thar they bear, The use of
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Increases in Part D spending levels
& enrollment
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Part D spending influences:
Innovation, competition, benefit design

New specialty, biologic drugs with few competitors
- Rebates confidential: 14% of total Part D drug costs, 2014

Overall decline in prices for generic drugs
- Notable exceptions where price more than doubled

Mixed incentives for plans, consumers to contain costs
- Increasing use of tiered copays, pharmacy networks
- Brand-name drugs less costly than generics in donut hole

2016 Medicare Trustees Report; 2016 GAO-16-706 report; Kaiser Family Foundation



Medicare bears almost all risk for
members with high drug costs

Part D standard coverage for brand-name drugs, 2016
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Increasing drug spending

Medicare bears almost all risk for
members with high drug costs

Part D standard coverage for brand-name drugs, 2016
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Increasing drug spending

Medicare bears almost all risk for
members with high drug costs

Part D standard coverage for brand-name drugs, 2016
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Conclusions

e Rapid drug spending relative to other sectors
— May be partially offset by lower medical spending

e Factors influencing Part D spending growth
— Increasing participation in Part D
— Patent expirations, new drugs, benefit design

* Medicare bears almost all risk for beneficiaries with
high drug costs

— Increases in spending on reinsurance
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