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Links Between Financial Hardship
and Out-of-Pocket Drug Costs

The Patient Access Network Foundation believes that cost sharing should not prevent
anyone from obtaining medically necessary treatment.

ccess to medically necessary healthcare is critical for successful patient outcomes, yet access
is often impeded or blocked entirely by cost sharing. Despite its value as a tool to limit
discretionary healthcare spending, cost

sharing can create insurmountable barriers

STRATEGIES TO INCREASE ACCESS
TO MEDICATIONS AMONG MEDICARE
BENEFICIARIES

between patients and medications, diagnostic tests,
office visits, surgery and other needed services.
There are significant concerns that cost sharing

limits access to medically necessary treatment for » Put a “hard cap” on OOP costs once

seriously ill and economically vulnerable patients beneficiaries reach Part D’s catastrophic

and families. threshold.

» Distribute OOP costs more evenly throughout

This Issue Brief examines how out-of-pocket
) . the calendar year.

(OOP) drug costs cause financial hardship
. . » Ensure that health conditions have at least one

among economically vulnerable patients, and ) ) . :
) ) effective drug that is not on a specialty tier.

how financial assistance and other supports help

alleviate some of these challenges.

Out-of-Pocket Drug Costs Cause Financial Hardship for Many Americans

Although advances in biotechnology have facilitated development of exciting new treatments for many

health conditions, accessing these medications leads to financial hardship for some patients because of
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high OOP costs. These patients must often choose between paying OOP costs for life-saving medications,

or covering the costs of basic needs like food, rent and utilities.

Data from the National Center for Health Statistics showed that in 2013, 7.8% of adults who took
prescription medications reported not taking their medications as directed to save money, with adults
aged 18—64 being about twice as likely as adults over the age of 65 to report saving money by not taking
their medications as prescribed (8.5% vs. 4.4%).* High OOP medication costs have a disproportionate
impact on economically vulnerable families. A 2015 report from the Kaiser Family Foundation showed
that overall, 24% of all Americans reported having problems paying for their prescription drugs. This

figure increased to 33% among people with low incomes, and to 43% among those in poor health.?

Research on the financial hardships associated with accessing prescription medications has addressed
many areas of clinical care, and the concept of “financial toxicity” has been a particular focus in cancer
research.?+5 A review of 45 studies on financial hardship among cancer survivors showed that as

many as 62% of survivors reported being in debt because of their treatment, nearly 50% of survivors
reported experiencing some form of financial distress, and as many as 45% of survivors did not adhere
to recommended prescription medication because of cost.® Nationally representative studies of cancer
patients show that those who do not receive all necessary cancer care are more likely to be publicly
insured or uninsured, and that financial pressures place younger patients at especially high risk of
needing to make changes in their prescription drug use such as skipping doses, taking less medication
or delaying filling a prescription.”® It is important to emphasize that medications are only one source of
OOP cancer costs, and many patients are concerned about these costs across the life of their treatment.
Addressing these concerns will almost certainly require new ways of thinking about how care is provided

and paid for.?

Financial hardships associated with OOP drug costs are not limited to patients with cancer. Burdens
associated with OOP drug costs have been described for a multitude of other conditions such as multiple
sclerosis, hemophilia, and hepatitis C, among others.>***2 These hardships force patients to make
difficult decisions about their health. Kaiser Family Foundation data show that among Americans who
reported problems paying household medical bills in the past 12 months, 32% reported skipping doses of
medication or cutting pills in half, 38% reported choosing a less expensive treatment than the one their
doctor recommended and 41% reported they chose not to fill a prescription.’* Although the Affordable
Care Act resulted in a sharp drop in OOP drug costs between 2010 and 2011, these costs are once again

on the rise, with particularly high burdens among people who need brand name drugs.'+'5
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Sources and Impact of Assistance for Out-of-Pocket Drug Costs

Some patients who have trouble covering their OOP medication costs can ease the burden of these costs
by securing financial assistance or other help from outside sources. Without this support, these patients
would be unable to access treatment, or they would need to forgo basic necessities to pay for their
prescription drugs. When insurance is inadequate to cover OOP drug costs, alternate sources of financial
support provide a much-needed safety net for people who would otherwise be unable to access needed

treatment.'®
Medicare Low Income Subsidies

Medicare beneficiaries with very few assets (savings, investments and real estate valued at <$28,150 for
a married person or <$14,100 for a single person) can qualify for a low-income subsidy (LIS, sometimes
called “Extra Help”) to help cover OOP costs for prescription drugs.”” The purpose of the LIS is to shield
low-income beneficiaries from high OOP healthcare costs—especially costs related to prescription
medications.'® Research has shown that Medicare beneficiaries who qualified for the LIS are more likely
to initiate an expensive, life-saving cancer treatment compared to beneficiaries who do not qualify for
this assistance.’ Importantly, the beneficial impact of the LIS on access to prescription medications is
not limited to expensive medications; it is also evident for health conditions that are treated with less

expensive drugs such diabetes.
State Pharmaceutical Assistance Programs

Many states offer State Pharmaceutical Assistance Programs (SPAPs), and these are often coordinated
with Medicare Part D drug plans to help eligible people pay for prescription drugs. SPAPs work
differently in each state, and in many cases, these programs focus on supporting residents’ coverage

of drug costs for certain illnesses like HIV/AIDS or end stage renal disease.* These programs were
facilitating access to medications in many states before Medicare began offering coverage for prescription
drugs,2? and they continue to provide a much-needed safety net that allows older and disabled adults to

access prescription medications.
340B Program

The Health Resources and Services Administration works with the American Pharmacists Association
to help safety net providers—hospitals and health systems that provide a significant amount of care to
low-income, uninsured and otherwise vulnerable people—to deliver pharmacy services through the 340B

program.2+25 These programs support patients by facilitating access to prescription medications that
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are available to the providers at a discounted price.2® Although needy patients do not interact with this
program directly, when they receive care from a 340B provider, patients receive programmatic benefits
through significantly lower medication costs. There is ample evidence that this program facilitates access

to medications, even for conditions like cancer that often require costly medications.2728
Pharmaceutical Manufacturer Coupons

Pharmaceutical companies sometimes offer coupons or other discounts for certain drugs, but these
coupons cannot be used by people with government-sponsored insurance like Medicare.? Despite

these restrictions, coupon programs facilitate access to costly medications, and many advocacy
organizations assist their constituents in accessing needed medications by connecting patients with these
programs.3>:3-32 Recently, third-party payers and pharmacy benefit managers have started “accumulator
adjustor” programs that prevent the application of drug manufacturer coupons and discount cards
toward patient OOP costs, thereby creating additional financial hardship by limiting the OOP cost

protections that these coupons are intended to provide.
Charitable Foundations

Certain charitable organizations can provide financial support to people who have problems covering
their OOP drug costs.?*34 Unlike pharmaceutical coupon programs, these charitable organizations are
able to provide financial support to anyone—including people with federal insurance—through targeted,
disease-specific funds. As a result, they can facilitate access to needed medications for low-income people
of all ages, including people who are insured by Medicare and Medicaid. These charitable organizations
are a last resort for many patients who were unable to cover their OOP medication costs in other ways.
They are especially important for patients with cancer and other conditions whose treatment calls for
expensive medications for which less expensive alternatives are not available.353¢ A survey of nearly 1,900
patients conducted by the PAN Foundation showed that among patients who received financial support
for their OOP medications, 59% reported that the support allowed them to continue on their treatment,
54% reported that the support helped them focus more on their health and 51% reported that it reduced

their level of stress.3”
Community-based Resources

In some areas, needy patients receive support from local organizations like hospitals or health systems
where they receive care, and this support can include help with prescription medications. Although there

are many examples of these hospital-based patient assistance programs,3%3%4° these programs are often
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relatively small, and they are therefore able to help only a few patients. Some religious organizations also
offer modest levels of support to cover the cost of prescription medications, but the level of this support is

also relatively modest. 44243
Financial Navigation

Patient navigators with expertise in the financial aspects of healthcare access can also be a resource

to patients who have problems affording their medications. These financial navigators are increasingly
found in settings that provide care for cancer patients, but financial navigation services are also available
through some patient advocacy organizations.+4454%47 The growing importance of financial navigation is
reflected in the increased availability of online programs designed to train people to fulfill this important

role.48
NeedyMeds

NeedyMeds is a national nonprofit organization that maintains a website of free information on programs
that help people who can’t afford medications and healthcare costs. More than 1.3 million patients, family
members, healthcare professionals, social workers and patient advocates use the NeedyMeds website
each year. The organization provides information and education on a wide variety of programs that assist
uninsured and underinsured Americans. These include pharmaceutical patient assistance programs,
diagnosis-based assistance, help with completing patient assistance program applications, diagnosis-

based assistance and government programs.+

The PAN Foundation

The PAN Foundation is an independent, national 501 (¢)(3) organization dedicated to helping federally
and commercially insured people living with life-threatening, chronic and rare diseases with the

OOP costs for their prescribed medications. PAN provides the underinsured population access to the
healthcare treatments they need to best manage their conditions and focus on improving their quality of
life. Since its founding in 2004, PAN has provided nearly 1 million underinsured patients over $3 billion

in financial assistance through more than 60 disease-specific programs.

For more information about this Issue Brief, contact Amy Niles, Vice President of External Affairs,

at aniles@panfoundation.org.
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