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Methods

Discounted generic medication programs ($4 per 30-day-supply or $10 per 90-day-supply)
are available at pharmacies of many retail stores, such as Wal-Mart and Target.: 2 While
most prescription drug coverage requires patients to pay $10-$11 per 30-day supply for
generics and $25-$27 for preferred branded drugs between 2006 and 2009,3 anyone
regardless of insurance pays only $4 for qualifying generics through these programs. Use of
$4 programs could potentially save patients and society billions of dollars. Our study is the
first to evaluate who may be using $4 programs and potential national savings from broad
use of these programs.

We examined a nationally-representative sample of 30,964 individuals in the 2007 Medical
Expenditure Panel Survey (MEPS).# Our study population consists of individuals older than
18 years of age who used any generic medications, or their brand-name counterparts,
available in $4 programs any time in 2007. We limited our analysis to pills, tablets, or
capsules. To identify prescriptions for these medications filled through $4 programs in
MEPS, we used the following criteria: 1) the drug is available through a $4 program at $4
for a 30-day quantity; 2) patients paid $4 out-of-pocket for the same 30-day quantity; and 3)
no other payers contributed to the payment (i.e., patients bear the total medication cost). We
defined those who did not use $4 programs and could save if they filled their drugs (both
generic or brand) at $4 programs as “potential users” and calculated potential savings as the
difference between MEPS actual prescription payments and potential costs if one were to
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buy the drugs from $4 programs. Because not every potential user would switch to a $4
program, we conducted sensitivity analyses. We ranked the potential out-of-pocket savings
among potential users from highest to lowest, and then calculated potential savings
assuming only the top 80, 50, and 30 percent of potential users would switch.

Among 30,964 individuals sampled in the 2007 MEPS, 13,908 adults filled at least one
prescription in 2007, accounting for 50% of the US population. Approximately 55% of the
13,908 (or 7,690) used any drug (either generic or brand-name) whose generic formulation
is commonly available in the $4 programs, corresponding to 80,567,861 US adults. Among
these 7,690 adults, only 5.9% (450) used a $4 program in 2007; and 60.2% (4,628) could
potentially have filled their prescription in a $4 program. This corresponds to 4,429,793
current-users and 50,188,290 potential-users among US adults.

The Table presents the potential savings from switching from brand-name and regular
generics to $4 generics using 2007 MEPS data. The average total savings per person over
one year for both generic and brand-name drugs would be $115 (95% CI 107-124) and the
average out-of-pocket savings per person would be $64 (95% CI 59-69). The total societal
savings based on the weighted US population would be $5.78 billion, of which $3.23 billion
is attributed to patient out-of-pocket savings and $1.07 billion to Medicare.

If we assumed only the top 80 percent of potential users would switch, the potential total
societal savings would be $5.64 billion, with $3.20 billion savings to patients and $1.04
billion to Medicare. The average total saving per person would be $141 (95% CI 131-151)
and the average out-of-pocket savings per person would be $80 (95% CI 74-86). If only the
top 30 percent of potential users would switch, the total societal savings would be $4.21
billion (see Table). Examining the distribution of savings shows that 50 percent of potential
users would save less than $22 a year out-of-pocket, and only 5 percent of all potential users
could save more than $269 and approximately 1 percent could save more than $718 annually
out-of-pocket.

We found that among patients taking drugs available in $4 programs and their brand-name
counterparts, only 5.9% actually paid $4 in 2007. The societal savings would be $5.8 billion
in 2007 if all potential users switched to $4 program; however, only 50% of potential users
would save more than $22 a year out-of-pocket.

While the policy change to encourage these cost savings is not obvious, the ramifications of
such a change are important to consider. A potential savings of $6 billion represents
approximately 2.5% of total health expenditures on prescription drugs in 2007, which is not
inconsequential. 1! Additionally, our savings calculations only assume direct substitution and
do not incorporate the possibility of therapeutic substitution, and our analysis excludes
children. It remains to be seen what the uptake of these programs has been since 2007.

We are not attempting to promote Wal-Mart or any other specific pharmacy as the place for
patients to fill their prescriptions. It appears, however, that the majority of savings comes
from a small proportion of individuals, and if policy makers and clinicians can direct these
individuals to low-cost generic programs, patients, payers, and taxpayers could save
enormously.
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