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EXECUTIVE SUMMARY

The ongoing debate over the addition of a prescription drug benefit to Medicare’s

benefit package has focused primarily on the needs of the elderly. The needs of Medicare’s

nonelderly, disabled beneficiaries have received considerably less attention. There are

around 5 million Medicare enrollees who are under age 65 but qualify for Medicare

because they are totally and permanently disabled. Prescription drug coverage is critical for

this population, which is more likely than the elderly to live in poverty, be in poor health,

and experience difficulties living independently and performing basic daily tasks.

This analysis draws upon the 1998 Medicare Current Beneficiary Survey Access to

Care and Cost and Use Files to describe the prescription drug experiences of Medicare

beneficiaries under 65 who are living with disabilities. The key findings are:

The disabled are heavy users of medications, filling more prescriptions than the
elderly in 1998 (34 vs. 25, respectively) and spending more on drugs annually
($1,284 vs. $841).

Overall rates of drug coverage throughout 1998 were comparable for under-65
disabled and elderly beneficiaries (79% and 76%, respectively). Medicaid was the
primary source of drug coverage for the under-65 disabled, assisting one of three
such beneficiaries, but was the source for only one of 11 seniors. Elderly
beneficiaries, on the other hand, were more likely to have prescription coverage

through an employer-sponsored health plan.

Out-of-pocket drug spending varies by source and stability of coverage. Under-65
disabled beneficiaries who lacked drug coverage for the entire year in 1998 had
significantly higher out-of-pocket spending ($499) than did those with full-year
coverage ($314).

Out-of-pocket drug spending also varies widely by type of coverage. For disabled
beneficiaries under age 65 who had drug coverage through Medigap, out-of-
pocket costs averaged $601 in 1998—more than was paid by those without
Medigap coverage ($499). Disabled beneficiaries with employer-sponsored drug
coverage and those enrolled in Medicaid had average out-of-pocket drug costs of
$375 and $199, respectively.

Disabled beneficiaries’” high drug costs and low incomes make paying for
prescription medications particularly burdensome. More than a quarter (27%) of all

under-65 disabled beneficiaries spent 5 percent or more of their annual incomes on

Vil



prescription drugs in 1998, with the proportion rising dramatically for those with

coverage for only part of the year (36%) or no coverage at all (44%).

e Access problems are exacerbated for those with unstable or no drug coverage,
particularly among the disabled. Compared with those with full-year coverage,
disabled beneficiaries without prescription benefits were nearly three times more
likely not to fill all of their prescriptions and more than twice as likely to delay care

because of costs.

e The types of medications typically used by the disabled difter considerably from
those used by the elderly. Psychotherapeutics, for example, are the prescriptions
most commonly filled by the disabled (57% use this group of drugs), but they rank
only 10th among drugs used by the elderly (23%). The disabled are also far heavier
users of analgesics and central nervous system drugs, whereas the elderly are most

apt to use heart medications.

The under-65 disabled Medicare population faces a daunting combination of low
income, poor health status, heavy prescription use, and high medication bills. Yet with the
exception of Medicaid, disabled Medicare beneficiaries have few options for obtaining
stable and comprehensive prescription drug coverage. All of these factors place the

disabled at special risk.

Some policymakers have proposed linking a Medicare drug benetfit to the
medications most often used by the elderly. If that were to happen, the findings presented
here suggest that the disabled would be systematically disadvantaged. If the drug benefit
consists mainly of government subsidies to private insurers, few disabled beneficiaries are
likely to receive assistance. While most recent Medicare prescription drug benefit
proposals do not consider restricting the benefit to those medications most often used by
the elderly, as some earlier proposals did, this does not mean that access to medications for
disabled Medicare beneficiaries would not be difficult. Formulary restrictions, drug
utilization review, and other administrative mechanisms can and have been used by public
and private payers to restrict access to certain drugs, especially newer, more effective, yet
more expensive, psychotherapeutics.1 As policymakers consider measures to improve drug
coverage for the Medicare population, the unique and substantial needs of nonelderly

beneficiaries with disabilities should not be forgotten.

' L. Gorman. “Treatment Denied: Colorado Health Care ‘Reform’ and the Mentally I11.”
Independence Institute Issue Paper, July 31, 2001.
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MEDICARE’S DISABLED BENEFICIARIES:
THE FORGOTTEN POPULATION IN THE DEBATE
OVER DRUG BENEFITS

INTRODUCTION

Despite concerns about aging baby boomers swamping the Medicare program,
beneficiaries under age 65 who are entitled through the Social Security Disability
Insurance (SSDI) program represent the fastest-growing segment of the Medicare
population. There are around 5 million people who are under age 65 and qualify for
Medicare on the basis of disability, representing nearly 14 percent of all Medicare
beneficiaries. By 2010, this group is expected to number 7.6 million, or almost 17 percent
of the Medicare population.” The needs of the under-65 disabled population on Medicare
have gone largely unnoticed in the debate over improving prescription drug coverage for
Medicare enrollees. Typically, policy proposals extend drug coverage to all Medicare
beneficiaries, including the under-65 disabled, but design features and need assessments
have still focused almost exclusively on the elderly. The prevailing wisdom seems to be
that a benefit designed for the elderly will also work for the disabled. Policies based upon
that assumption could prove problematic for a population as vulnerable—and as poorly

researched—as Medicare’s disabled.

This analysis was conducted to provide policymakers with better information on
disabled beneficiaries’ need for prescription coverage. It uses 1998 data from the Medicare
Current Beneficiary Survey to: (1) compare disabled and elderly Medicare beneficiaries on
various dimensions, including demographic characteristics, prescription drug coverage,
patterns of drug use and spending, and reported problems with access to care; and
(2) compare the characteristics and prescription drug use patterns of disabled Medicare
beneficiaries with drug coverage across a range of sources, both for the full year and for
only part of the year, and those without it. It also evaluates the impact of specific drug

benefit programs available to the disabled in certain states and counties.

Finally, to determine whether the needs of the SSDI population differ according to
type of disability, sub-analyses were performed for people with mental and physical

impairments; results are presented in detail in the Appendix.

* Qualifications for Medicare disability entitlement are strict: workers can receive Social Security
Disability Insurance (SSDI) assistance only after being diagnosed with qualifying medical conditions that are
expected to last at least 12 months or result in death. Except for persons diagnosed with end-stage renal
disease or amyotrophic lateral sclerosis, SSDI beneficiaries must complete a 24-month waiting period before
Medicare benefits commence. National Economic Council, Domestic Policy Council, Disability, Medicare,
and Prescription Drugs. The White House, July 31, 2000.
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Study Methods

Data for this study were obtained from the 1998 Medicare Current Beneficiary Survey
(MCBS) Cost and Use and Access to Care files. The MCBS is a longitudinal survey,
conducted in the home, of a representative national sample of the Medicare population.’
The MCBS oversamples beneficiaries under the age of 65, making it one of the best data
sources for studying the disabled population. The population for this study consisted of all
elderly and disabled Medicare beneficiaries living in the community (e.g., not in an
institution) for at least part of the year in 1998.* All analyses applied sampling weights to
provide nationally representative population estimates.” State and county residence codes
in the MCBS were used to assess the effects of policies intended to improve access to
prescription drug coverage for disabled beneficiaries. The availability of Medicare+Choice
plans varies by county and was determined from plan listings obtained from the Centers
for Medicare & Medicaid Services (CMS).

* The MCBS is conducted under the auspices of the Centers for Medicare & Medicaid Services (CMS).
Begun in the fall of 1991, the MCBS includes interviews with over 12,000 Medicare beneficiaries three
times a year using computer-assisted personal interviewing. MCBS interviewers collect extensive
information on individuals’ use and expenditures for health services, including prescription drugs, source of
payment, type of health insurance, access to care, and health and functional status. The interviewers also
collect information on socioeconomic status and demographic characteristics.

* To distinguish beneficiaries by disabled or elderly entitlement status, the authors used the Medicare
administrative designation given as of December 31, 1998. This designation limits the disabled population to
only those under the age of 65, since the status effectively disappears once disabled beneficiaries become
Medicare-eligible by age. Excluded from the sample are beneficiaries institutionalized year-round and a small
group of beneficiaries entitled only through end-stage renal disease.

> All analyses used sampling weights supplied for each individual in the MCBS and clustering
corrections using survey software in Stata 7.0. The authors computed mean values and standard errors
around each estimation. Rather than report the standard errors, they followed the practice recommended in
the MCBS guidelines of identifying values with standard errors exceeding 30 percent of the estimate.
Estimates with a relative standard error greater than 30 percent are designated as potentially unreliable in the

tabled findings.
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FINDINGS

Beneficiary Characteristics

In 1998, Medicare beneficiaries included approximately 4.8 million community-dwelling
disabled and 33 million elderly. The typical disabled beneficiary is a middle-aged (mean
age=49.9), unmarried man. At least one of four is nonwhite or Hispanic (Table 1). By
contrast, most elderly beneficiaries fall between the ages of 65 and 74 (mean age=74.9), a
majority is female, and most are married. Fewer than 15 percent are minorities. Disabled
Medicare beneficiaries are at significant economic disadvantage compared with elderly
beneficiaries. Medicare’s disabled are twice as likely as seniors to live under the federal
poverty level (45% vs. 20%), and nearly 80 percent live on modest incomes under 200
percent of the poverty level, compared with just over 50 percent of seniors.® Disabled
beneficiaries with mental impairments are especially likely to have incomes below the

poverty level (Appendix Table Al).

Measures of health status indicate that disabled beneficiaries have much poorer
physical, mental, and functional levels than do the elderly. The disabled are twice as likely
to report being in fair or poor health (59% vs. 23%) and twice as likely to have trouble
performing at least one “activity of daily living” (44% vs. 26%) or one “instrumental
activity of daily living” (36% vs. 16%). (Activities of daily living include getting out of bed
and being able to feed yourself, while instrumental activities of daily living include using a
phone, going shopping, or preparing meals.) The disabled also bear a heavy disease burden
compared with nondisabled individuals of the same age. Furthermore, despite being
considerably younger than the elderly, disabled beneficiaries are as likely to report having

three or more chronic conditions.

Opportunities for Obtaining Prescription Drug Coverage

More than three-quarters of all elderly and disabled Medicare beneficiaries maintained
some form of prescription drug coverage in 1998. While rates of continuous and part-year
drug coverage were about the same among both elderly and disabled beneficiaries, there
were substantial differences in the sources and generosity of coverage (Figure 1). In
general, the disabled rely far more heavily than the elderly on public programs for
protection from prescription drug costs and, among those with private coverage, their

benefits tend to be less generous.’

® These estimates are higher than those reported from the Current Population Survey (CPS). The major
reason for this discrepancy is that the CPS counts all sources of household income while the MCBS counts
only income received by the beneficiary or spouse.

7 Medicaid provides a substantial portion of drug coverage for the disabled with mental impairments
(45%) (Appendix Table Al). For those with only physical impairments, drug coverage comes most often
through employer-based insurance (30%), although Medicaid is a close second source (25%). Both disabled
groups show lower than average enrollment in Medicare managed care plans with drug benefits.
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Figure 1. Sources of Prescription Drug Coverage
Among Medicare Beneficiaries Throughout 1998,
by Entitlement Status

100% -
B Employer-Sponsored

B Medicare+Choice

O Medigap

50% - 33% 12% O Medicaid

9% O Other Public

9%

B Unknown source

H None

0% -

Under age 65 with Age 65 and older
disabilities

Source: B. Briesacher et al. (analysis of 1998 MCBS for The Henry J. Kaiser Family Foundation
and The Commonwealth Fund).

In 1998, one of three disabled beneficiaries received drug benefits from Medicaid—
through either traditional Medicaid or the Qualified Medicare Beneficiary (QMB) and
Specified Low-Income Medicare Beneficiary Plus (SLMB+) programs—compared with
only one of 11 of the elderly (9%).” More than one of 12 disabled beneficiaries (9%)
obtained drug coverage through other public sources such as the Veterans Administration
and state-funded pharmacy assistance programs, compared with one of 16 elderly
beneficiaries (6%). Public coverage is particularly prevalent among those with mental

impairments (Appendix Table Al).

Private sources of drug coverage are less commonly used by the disabled. For
instance, one of four disabled beneficiaries obtained drug coverage from employer-based
insurance, compared with one of three elderly beneficiaries. Fewer than 9 percent (8.8%)
of the disabled had drug coverage from Medicare HMOs and less than 4 percent received
any drug benefits from Medigap plans. The elderly have coverage at rates two and three

times higher, respectively, from these sources of coverage.

Differences in sources of coverage among elderly and disabled beneficiaries are due
in large part to difterences in access to benefits. In 1998, for example, only seven of the

13 states with a state-funded pharmacy assistance program offered eligibility to disabled

¥ National Economic Council, Domestic Policy Council. Disability, Medicare, and Prescription Drugs.
The White House, July 31, 2000. Twenty-eight percent of the disabled had no prescription coverage in
1996, 22 percent had drug benefits from employer-based coverage, 3 percent from Medigap plans, 4 percent
from Medicare managed care plans, and 43 percent from Medicaid.
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persons under age 65.” While 11 states and the District of Columbia provided full
Medicaid benefits—including drug coverage—to all Medicare beneficiaries enrolled in
their QMB program and, in some cases, their SLMB+ program, the lack of such coverage

in the majority of states creates particular challenges for beneficiaries with disabilities.'’

In terms of private-sector coverage opportunities, access to individually purchased
Medigap policies is guaranteed to the disabled in only nine states. Six states have
guaranteed-ofter laws that ensure the disabled access to standardized Medigap policies
(Plans A through ]), although only three of these plans (H, I, and J) include drug coverage.
Three states guarantee Medicare beneficiaries with disabilities access to Medigap policies

with drug coverage that existed before the standardized Medigap policies were developed.

Among all the public and private sources of drug coverage, only one—the
Medicare+Choice program—provides widespread opportunities to the disabled
population (Table 2). In 1998, nearly 72 percent of disabled beneficiaries lived in counties
served by at least one Medicare+Choice plan, even though these plans are not available in
all counties. By contrast, only 14 percent of Medicare’s disabled resided in states with
Medigap guaranteed-ofter laws and about 20 percent in states that granted access to drug

coverage through QMB/SLMB+ or state-funded pharmacy assistance programs.

Not surprisingly, drug coverage rates among disabled beneficiaries living in these
states and counties appear to be higher than average, suggesting that these policies might
be providing some assistance. Nearly 40 percent of the disabled living in QMB/SLMB+
states received drug benefits from Medicaid in 1998, a rate that is a third higher than that
among beneficiaries living in states without such programs. State pharmacy assistance
programs are one of several other public sources of prescription drug coverage for the
disabled. While the MCBS does not identify the other public sources, this study’s results
show that, in states that have pharmaceutical assistance programs, more than 15 percent of
the disabled have prescription drug coverage, compared with just 7.5 percent in states
without such programs. This indicates that the programs can work to obtain coverage for
the disabled. Likewise, living in counties served by Medicare+Choice plans appears

consistent with having higher rates of prescription coverage, especially private coverage

? According to the National Economic Council report, as of 2001, 24 states had some form of pharmacy
assistance program, but only nine states offered eligibility to disabled beneficiaries. K. Fox, T. Trail, S.
Crystal. State Pharmacy Assistance Programs: Approaches to Program Design. The Commonwealth Fund, May
2002. In 1998, the seven states with drug programs that offered eligibility to the under-65 disabled were
Connecticut, Illinois, Maine, Maryland, New Jersey, Vermont, and Wyoming.

P, B. Nemore. Variations in State Medicaid Buy-In Practices for Low-Income Medicare Beneficiaries: A 1999
Update. The Henry J. Kaiser Family Foundation, December 1999. The 11 states were Florida, Hawnaii,
Maine, Massachusetts, Mississippi, Nebraska, New Jersey, Pennsylvania, South Carolina, Utah, and Vermont.
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(39.9% vs. 27.8%). On the other hand, living in a state that guarantees access to a Medigap
plan appears to entail far less advantage. Whether any of these programs actually generated
additional prescription coverage for the disabled population is difficult to assess without
turther analysis. However, the magnitude of differences associated with QMB/SLMB+
and Medicare+Choice programs strongly implies that at least these two programs have had

that effect.

Prescription Use and Spending

Having reliable prescription coverage is arguably more important for the disabled than it is
for the elderly, given the much higher drug utilization and expenditure rates among
disabled beneficiaries. While both the disabled and elderly were about equally likely to fill
at least one prescription in 1998, the average number of prescriptions filled by disabled
users (34) was much higher than for elderly prescription users (25) (Table 3 and Figure 2).
Mean annual prescription spending for the disabled was almost 50 percent above that for
the elderly ($1,284 vs. $841). With high prescription costs and low incomes, the disabled
are particularly hurt by gaps in coverage or loss of benefits. A greater number of disabled
beneficiaries than seniors spent 5 percent or more of their annual income on drugs (27%
vs. 22%); the proportion who spent 5 percent or more of their income was even greater
among the disabled with gaps in coverage (36%) or no coverage at all (44%) (Figure 3). Of
course, these disparities reflect differences in baseline income levels, as well as in drug-

related health care needs.

Figure 2. Prescription Drug Use and Spending
Among Medicare Beneficiaries, by Entitlement Status, 1998

Mean annual number of

prescriptions filled Mean annual Rx spending
40 $1,500 -
34 $1,284
25 $1,000 - $841
20
$500 -
0 - $0 -
Under age 65 Age 65 and Under age 65 Age 65 and
with older with older
disabilities disabilities

Source: B. Briesacher et al. (analysis of 1998 MCBS for The Henry J. Kaiser Family Foundation
and The Commonwealth Fund).




Figure 3. Out-of-Pocket Spending on Prescription Drugs
as a Share of Income Among Beneficiaries Under Age 65
with Disabilities, by Drug Coverage Status

Percent of < 65 beneficiaries with disabilities spending 5 percent or more
of their income on Rx

50% 7 44%
36%
25%) 7 19%
0% -
Full-Year Rx Part-Year Rx No Rx Coverage
Coverage Coverage

Source: B. Briesacher et al. (analysis of 1998 MCBS for The Henry J. Kaiser Family Foundation
and The Commonwealth Fund).

As Table 3 clearly demonstrates, prescription drug coverage has a strong influence
on average drug use and spending by disabled beneficiaries. While 75 percent of disabled
beneficiaries without drug coverage filled at least one prescription during the year, over 90
percent of those with at least some drug coverage did so. Disabled beneficiaries without
drug benefits filled 10 to 13 fewer prescriptions, on average, than those with drug benefits.
As a result, mean annual prescription expenditures for the noncovered disabled are 60 to
70 percent below expenditures for those with some drug coverage. Although this may be
partially attributable to the higher likelihood of disabled beneficiaries with greater
prescription drug needs opting for coverage, the difterences are striking and much larger

than those found among elderly beneficiaries with and without drug coverage.

While prescription drug utilization among the disabled did not vary substantially
by source of drug coverage, there were notable differences in out-of-pocket spending
across sources of coverage (Figure 4). For instance, out-of-pocket costs for disabled
beneficiaries under age 65 who had drug coverage through Medigap averaged $601—
more than was paid out-of-pocket by those without coverage altogether ($499). Those
with employer-sponsored drug coverage and those enrolled in the Medicaid program had

average out-of-pocket drug costs of $375 and $199, respectively.



Figure 4. Out-of-Pocket Spending on Prescription Drugs
Among Beneficiaries Under Age 65 with Disabilities,
by Source of Drug Coverage

Annual out-of-pocket drug spending

Medicare only (no Rx coverage) $499

Medigap $601

Medicare+Choice $464

Employer-Sponsored

Medicaid

$0 $100 $200 $300 $400 $500 $600 $700

Source: B. Briesacher et al. (analysis of 1998 MCBS for The Henry J. Kaiser Family Foundation
and The Commonwealth Fund).

Tracing spending to the source of coverage reveals that, while the elderly pay a
higher percentage of their total drug costs out-of-pocket, disabled beneficiaries actually
have higher out-of-pocket costs (Table 4). Among those with drug benefits from
Medicare managed care plans, disabled beneficiaries paid nearly double the amount paid
out-of-pocket for medications by the elderly. Indeed, except for Medicaid beneficiaries,
the disabled spent 19 to 42 percent more out-of-pocket for their prescriptions than the

elderly when covered by the same types of insurance plans.

The disabled also tend to pay more, as a share of their incomes, toward drug
expenses, regardless of type of coverage. Twice as many disabled as elderly beneficiaries
with employer-sponsored plans or Medicare+Choice coverage spent at least 5 percent of
their incomes on prescription expenses.' Only Medicaid offered substantial relief to the

disabled in terms of keeping out-of-pocket costs low relative to income.

Because of the number and types of prescription drugs they use, as well as their

lower likelihood of having generous employer-sponsored coverage, Medicare’s disabled

" The relationship between drug coverage and drug use patterns is generally similar for mentally and
physically impaired disabled beneficiaries, except for people with gaps in coverage. For the mentally
impaired, those with part-year drug benefits used far fewer medications on average (29) than those with
continuous full-year coverage (36) (Appendix Table A2). By contrast, disabled beneficiaries with part-year
benefits and only physical impairments filled about the same number of prescriptions as those with coverage
for the entire year (36 vs. 37). These patterns are difficult to explain since the generosity of part-year
coverage is about the same for both groups.
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beneficiaries receive considerably less protection through private sources of drug coverage
than do the elderly.

Access Problems and the Need for Prescription Coverage

The disadvantages faced by the disabled described thus far translate into difficulty gaining
access to needed medical care and prescription drugs. Compared with 17 percent of the
elderly, over a third of the disabled population experienced at least one access problem,
including: failure to fill prescribed drugs, trouble getting health care, delays in care because
of cost, failure to see a physician for a health problem, and having no usual place of care
(Table 5). The disabled are three to four times more likely than seniors to experience
difficulties in filling prescriptions, getting care, affording timely treatment, and seeing
physicians when sick. Only one measure, having a usual place of care, affects both groups
similarly. Two areas are particularly problematic for the disabled: delays in medical
attention because of costs and failure to see a doctor when necessary. While 18 percent of
disabled beneficiaries identified each of these problems in 1998, only 4 percent of elderly
beneficiaries reported delaying care because of cost and only 6 percent went without

seeing a doctor even when they were experiencing a health problem.

Access problems are exacerbated for those with unstable drug coverage or no
coverage at all, particularly the disabled. Disabled beneficiaries without prescription benefits
are nearly three times more likely to fail to fill all of their prescriptions and more than twice
as likely to delay care because of cost compared with those with full-year coverage. While
about a quarter (24%) of the disabled with gaps in prescription coverage did not see a doctor
when they had health problems, only 14 percent of those with continuous coverage did
so. The disabled with prescription drug coverage may also have more comprehensive
supplemental coverage for other benefits such as physician services, cost-sharing, and
billing in excess of Medicare allowed charges. Prescription drug coverage, therefore, may
be a proxy for comprehensive supplemental coverage that removes access barriers not just
to prescription drugs but to other services as well. For the disabled population as a whole,
the only access measure that appears to be unaffected by prescription coverage is “trouble
getting health care.” As with the other measures, however, the disabled on the whole

experience far greater problems on this dimension than do the elderly."

Commonly Used Prescriptions
Another potential issue for the disabled lies in the types of medications they typically use,
which differ considerably from those used by the elderly. Table 6 presents the 10

therapeutic drug classes most commonly taken by each entitlement group.

"> The disabled with mental and physical impairments were quite similar in their vulnerability to access

barriers (Appendix Table A4).
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Psychotherapeutics rank as the most-filled drug category among the disabled (filled by
57% of this group) but rank only 10th for the elderly (23%). The disabled are also far
heavier users of analgesics and central nervous system drugs than are the elderly, who are
most apt to use heart medications."” Some policymakers have suggested tying a Medicare
drug benefit to the medications most often used by seniors. If that were to happen, the

data presented here suggest that the disabled would be systematically disadvantaged.

Table 1. Characteristics of Elderly and Disabled
Community-Dwelling Medicare Beneficiaries, 1998

Under Age 65

Beneficiaries with Over Age 65

Beneficiary Characteristics Disabilities Beneficiaries
All beneficiaries 4.8 million 33.2 million
Gender

Female 42.4% 57.5%

Male 57.6 425
Race

White 74.1% 86.7%

Black 16.7 7.9

Other 9.2 5.4
Hispanic ethnicity

Hispanic 11.3% 6.4%

Non-Hispanic 88.8 93.6
Marital status

Married 43.9% 56.4%

Single 56.1 43.6
Income in relation to
Federal Poverty Level (FPL)

< 100% FPL 45.3% 20.0%

101%—200% FPL 31.7 32.8

> 200% FPL 23.0 47.2
Self-reported health®

Excellent 4.0% 16.1%

Very good 10.7 28.8

Good 25.6 32.5

Fair 329 16.3

Poor 26.4 6.2

"> Within the disabled population, cardiopulmonary medications are more commonly prescribed to
those with only physical impairments, while central nervous system medications are more typical for those
with mental impairments (Appendix Table A5). Psychotherapeutic use figures prominently in the medical
care of both groups: eight in 10 disabled beneficiaries with mental impairments took a least one
psychotherapeutic medication in 1998, compared with four in 10 with only physical disabilities. Both groups
are heavy users of analgesics.

10



Under Age 65

Beneficiaries with Over Age 65
Beneficiary Characteristics Disabilities Beneficiaries
Activities of daily living®
0 55.9% 74.2%
1-2 27.4 17.5
3-6 16.7 8.3
Instrumental activities of daily living’
0 63.6% 84.5%
1-2 26.3 111
3-5 10.1 4.4
Self-reported chronic conditions®
Mental disorder 36.0% 3.6%
Osteoporosis 9.9 13.4
Alzheimer’s disease 1.3 2.4
Arthritis 52.3 59.7
Hypertension 46.4 55.6
Heart condition 34.8 41.3
Chronic lung disease 26.2 14.2
Cancer 19.6 31.6
Diabetes 19.1 15.9
Stroke 12.2 10.4
Number of chronic conditions®
0 8.9% 9.4%
1-2 44.4 43.7
3—4 32.0 36.9
5 or more 14.7 10.0
Source(s) of drug coverage”
Employer plan 24.9% 33.6%
Medicare HMO 8.8 17.2
Individual Medigap 3.8 11.6
Medicaid 33.0 9.4
Other public plan® 8.5 6.2
Some coverage but not reported” 10.3 6.7
Duration of drug coverage’
Full-year coverage 60.1% 58.5%
Part-year coverage 18.8 17.5
No drug coverage' 21.2% 24.0%

Activities of daily living include getting out of bed and being able to feed yourself; instrumental activities of daily
living include using a phone, going shopping, or preparing meals.

* Calculated only for those beneficiaries who were interviewed on health status in the community setting.

b Categories are not mutually exclusive.

¢ Includes regular Medicaid and Qualified Medicare Beneficiary (QMB) and Specified Low-Income Medicare
Beneficiary Plus (SLMB+) programs.

4 Other public plans include such programs as Veterans Affairs, Department of Defense, and State Pharmaceutical
Assistance programs.

¢ Comprises beneficiaries who reported no drug coverage yet had third-party payments for prescriptions.

f Calculated only for those beneficiaries who had full-year Medicare entitlement.

Source: Medicare Current Beneficiary Survey, 1998.
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Table 6. Most Commonly Filled Prescriptions
for Elderly and Disabled Community-Dwelling
Medicare Beneficiaries, by Therapeutic Drug Class, 1998

Under Age 65 Beneficiaries

with Disabilities Over Age 65 Beneficiaries

Therapeutic Drug Class % (Rank) % (Rank)
Cardiovascular 38.3 (3) 46.4 (1)
Cardiac drugs 33.4 (6) 40.4 (2)
Diuretics 25.9 (9) 34.2 (3)
Antiinfectives 41.5 (2) 28.1 (4)
GI preps 34.9 (5) 26.8 (5)
Hormones 30.8 (8) 24.1 (6)
EENT preps — 23.8 (7)
Antiarthritics 31.6 (7) 23.1 (8)
Autonomic drugs — 23.0 (9)
Psychotherapeutics 57.4 (1) 22.9 (10)
Analgesics 36.1 (4) —
CNS drugs 22.1 (10) —

Source: Medicare Current Beneficiary Survey, 1998.
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CONCLUSION

These findings show that the disabled population faces a daunting combination of
low income, poor health status, heavy prescription use, and high medication bills. Yet,
they have few places to turn for relief. Except for Medicaid, which serves as the major
source of drug coverage for this population, the avenues by which needy disabled
individuals can gain prescription coverage are heavily constrained. Few SSDI disabled are
employed, which makes access to employer-sponsored coverage impossible except for
those fortunate enough to have it from a previous employer or through a spouse’s
employer. The availability of Medicare+Choice plans has declined steadily since 1999, and
there is evidence that some managed care plans may be discouraging the disabled from

enrolling or inadequately serving those with more severe medical needs."*

Medicaid plays a pivotal role in providing services to disabled beneficiaries who
have high medical costs and heavy prescription drug needs, but recent budget pressures
could compromise that coverage. In 1998, elderly and disabled beneficiaries accounted for
more than two-thirds of all Medicaid spending and four of five Medicaid dollars spent on
prescription drugs.' State approaches to restoring solvency to their Medicaid budgets
feature strategies designed to contain rising prescription drug costs, such as limits on the
number of prescriptions that Medicaid will cover, drug formularies based on prior
authorization, and increased copayments. Unless carefully designed and monitored, these
policies may undermine the safety net that Medicaid provides to low-income disabled

beneficiaries.

Clearly, the most eftective way to protect the disabled from the high costs of
prescription drugs would be for Congress to enact a comprehensive Medicare drug
benefit. However, not just any drug benefit will suffice: the special needs of the disabled
require explicit attention. For example, if the Medicare drug benefit were tightly crafted
around the medical conditions and prescription use patterns of the elderly population, the
disabled—particularly those with mental impairments—would be placed at a severe
disadvantage. Mental illness is the single most common qualifying disorder for SSDI,

accounting for 25 percent of all new awards, but many disabled beneficiaries also have

4 See M. Gold, L. Nelson, R. Brown et al. “Disabled Medicare Beneficiaries in HMOs.” Health Affairs
16 (September/October 1997): 149—62; and M. A. Laschober, P. Neuman, M. Kitchman, et al. “Medicare HMO
Withdrawals: What Happens to Beneficiaries?” Health Affairs 18 (November/December 1999): 150-57.

'>J. Guyer, The Role of Medicaid in State Budgets, prepared for the Kaiser Commission on Medicaid and
the Uninsured, October 2001.
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severe physical conditions such as seizures or paralysis that are relatively uncommon

among the elderly."®

The high cost-sharing provisions included in most proposals for a Medicare drug
benefit would also prove problematic for many disabled beneficiaries. One common
provision in the last round of Medicare drug benefit proposals was 50 percent coinsurance
for beneficiaries with incomes as low as 135 percent of the federal poverty level. Another
teature was the so-called “hole in the donut,” a corridor of unprotected coverage for mid-
range prescription expenses. Such provisions would place elderly and disabled alike at risk
for substantial out-of-pocket costs, but the risk is substantially greater for the disabled, who
are less likely to have back-up coverage or incomes sufficient to support uncovered
prescription drug purchases. In short, a Medicare drug benefit designed for the elderly will

not suffice for the disabled unless their particular needs are assessed and addressed.

' M. H. Davis, E. O’Brien, “Profile of Persons with Disabilities in Medicare and Medicaid.” Health
Care Financing Review 17 (1995): 179-211.
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APPENDIX

In addition to comparing elderly and SSDI disabled beneficiaries, this analysis
profiled differences in drug coverage, use, and cost for disabled persons with and without
mental impairments. These results are presented here in a set of tables that parallel those in
the main report. Evidence of mental impairment was drawn from two main sources
derived from protocols developed by Rosenbach (1995), including the primary or
secondary cause of disability entitlement and self-reported health conditions.'” During the
health status section of the MCBS interview, disabled respondents are asked whether they
have ever had any of 30 medical conditions (including three questions about mental
impairments, mental disorder, mental retardation, and Alzheimer’s disease) and if these
conditions caused their disability entitlement. Both entitlement cause and self-reported
conditions are necessary for identifying mental impairments, since approximately 25
percent of the disabled sample list “other reason” or no recorded cause of entitlement.
Included in this group are beneficiaries who answered the facility version of the survey,
which includes additional mental condition indicators: mental disorder, Alzheimer’s
disease, manic depression, depression, dementia, and schizophrenia. Using these criteria,
the authors classified 1,887 disabled MCBS respondents into two groups: those with

evidence of mental impairment (882) and those with other impairments (1,005).

Appendix Tables Al through A5 present the findings from this analysis. Although
those with mental impairments and those with physical impairments both depend heavily
on medications, those with mental impairments are at a substantial economic disadvantage,
making access to publicly funded drug coverage especially critical. The share of
beneficiaries under the age of 65 with disabilities living in poverty rises to a majority (58%)
for those with mental impairments (including those with physical impairments as well),
compared with 37 percent of those with physical impairments only. There are surprising
similarities between those with mental impairments and those with physical impairments
in terms of burden of illness. Disabled beneficiaries with physical impairments only most
commonly suffer from arthritis (59%), hypertension (50%), and heart conditions (39%).
Nearly as many of those with mental impairments suffer from the same physical conditions

(e.g., 42% have arthritis and 40% have hypertension).

The two groups did differ in their sources of prescription drug coverage, however.
Only a quarter (24%) of disabled beneficiaries with mental impairments had their drug

insurance from employers or Medicare HMOs, compared with 41 percent of those with

M. Rosenbach. “Access and Satisfaction Within the Disabled Medicare Population.” Health Care
Financing Review 17 (1995): 147-67.
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physical impairments only (Table A1). While mean drug use was about the same for both
groups (33 vs. 34 prescriptions per year), out-of-pocket costs vary, with those with mental
impairments having considerably lower out-of-pocket spending than those with physical
impairments alone ($337 vs. $425) (Table A2). Finally, the vast majority of disabled
beneficiaries with mental impairments take psychotherapeutic agents (80%), while the
most commonly filled prescriptions among beneficiaries with physical impairments alone

are cardiovascular medications (filled by 47% of this group) (Table A5).

Table A1. Characteristics of Community-Dwelling Medicare
Beneficiaries with Disabilities, by Disability Type, 1998

Disabled with Mental Disabled with Physical

Beneficiary Characteristics Impairment(s)* Impairment(s) Only
All beneficiaries 1.1 million 3.7 million
Gender

Female 42.4% 42.4%

Male 57.6 57.6
Race

White 77.4% 72.0%

Black 13.1 19.2

Other 9.6 8.9
Hispanic ethnicity

Hispanic 11.3% 11.2%

Non-Hispanic 88.7 88.8
Marital status

Married 29.2% 54.0%

Single 70.8 46.0

Income in relation to
Federal Poverty Level (FPL)

< 100% FPL 57.9% 36.6%
101%—-200% FPL 25.7 35.8
> 200% FPL 16.4 27.6
Self-reported health®
Excellent 6.5% 2.4%
Very good 12.9 9.1
Good 27.7 24.2
Fair 30.1 34.8
Poor 22.6 28.9
Activities of daily living®
0 64.4% 50.2%
1-2 21.4 31.4
3-6 14.2 18.4
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Disabled with Mental Disabled with Physical

Beneficiary Characteristics Impairment(s)* Impairment(s) Only
Instrumental activities of daily living’
0 58.4% 67.1%
1-2 29.9 23.9
35 11.7 9.0
Self-reported chronic conditions
Mental disorder 89.4% 0.0%
Osteoporosis 8.4 10.9
Alzheimer’s disease 3.2 0.0
Arthritis 421 59.2
Hypertension 40.3 50.4
Heart condition 29.1 38.7
Chronic lung disease 245 27.3
Cancer 16.6 21.6
Diabetes 14.3 22.3
Stroke 11.0 12.9
Number of chronic conditions®
0 4.3% 12.0%
1-2 45.9 435
3—4 30.9 32.7
5 or more 19.0 11.9
Source(s) of drug coverage”
Employer plan 17.0% 30.4%
Medicare HMO 6.6 10.4
Individual Medigap 4.0 3.7
Medicaid* 44.6 25.0
Other public plan® 11.0 6.7
Some coverage but not reported® 9.3 11.0
Duration of drug coverage’
Full-year coverage 60.7% 59.6%
Part-year coverage 18.4 19.1
No drug coverage’ 21.0% 21.3%

* Includes those with only mental impairments as well as those with both mental and physical impairments.
Activities of daily living include getting out of bed and being able to feed yourself; instrumental activities of
daily living include using a phone, going shopping, or preparing meals.

* Calculated for only those beneficiaries who were interviewed on health status in the community setting.

® Categories are not mutually exclusive.

¢ Includes regular Medicaid and Qualified Medicare Beneficiary (QMB) and Specified Low-Income
Medicare Beneficiary Plus (SLMB+) programs.

4 Other public plans includes such programs as Veterans Affairs, Department of Defense, and State
Pharmaceutical Assistance programs.

¢ Comprises beneficiaries who reported no drug coverage yet had third-party payments for prescriptions.
* Calculated for only those beneficiaries who had full-year Medicare entitlement.

Source: Medicare Current Beneficiary Survey, 1998.
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Table A5. Most Commonly Filled Prescriptions for
Community-Dwelling Medicare Beneficiaries with Disabilities,
by Disability Type and Therapeutic Drug Class, 1998

Disabled with Disabled with Physical
Mental Impairment(s)* Impairment(s) Only

Therapeutic Drug Class % (Rank) % (Rank)
Cardiovascular 27.0 (5) 46.8 (1)
Cardiac drugs 18.8 (10) 44.6 (3)
Diuretics — 35.0 (9)
Antiinfectives 36.1 (2) 45.5 (2)

GI preps 26.1 (7) 41.5 (5)
Hormones 21.2 (8) 38.1 (7)
EENT preps 20.8 (9) 20.9 (10)
Antiarthritics 26.9 (6) 35.1 (8)
Autonomic drugs — —
Psychotherapeutics 79.6 (1) 39.6 (6)
Analgesics 28.8 (4) 41.7 (4)

CNS drugs 30.7 (3) —

* Includes those with only mental impairments as well as those with both mental and physical impairments.

Source: Medicare Current Beneficiary Survey, 1998.
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