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This Fact Sheet examines prescription drug utilization management (UM) among the top

10 marketplace plans in all 50 states and the District of Columbia and finds considerable
variation among states in UM for prescription drugs commonly used by adults 50 to 64. The
percentage of covered drugs subject to UM increased in some states and decreased in others
between 2016 and 2020, revealing a prescription drug UM patchwork with the potential to affect

older adults.

Access to prescription drugs relied on by

older adults enrolled in state individual health
insurance plans may depend on the insurer’s
application of utilization management (UM). A
recent analysis revealed wide variation among
states in the percentage of drugs subject to UM.
This means that for the 3.6 million adults ages
50 to 64 enrolled in health plans through their
states’ individual health insurance marketplace
in 2019, the utilization management for common
drugs often depended on where they lived.!

To understand and document the variation

in UM among states, AARP contracted with
Avalere Health to examine the prevalence of
prescription drug UM in the top 10 marketplace
plans by enrollment in all 50 states and the
District of Columbia.? The analysis focused on
brand-name drugs in five therapeutic areas—
antipsychotic, cancer, chronic obstructive
pulmonary disease (COPD), cardiovascular
disease (CVD), and diabetes—commonly taken
by older adults. The examination uncovered
considerable state variation in the percentage
of covered drugs subject to UM (that is, the
percentage of increase or decrease in covered
drugs subject to UM) between 2016 and 2020.3

Utilization Management in Marketplace Plans

UM is a set of tools that an insurer can use

to balance consumer access to appropriate
medications and services while controlling
costs.* Marketplace plans, like most
insurance plans, apply UM tools, such as
prior authorization, quantity limits, and step
therapy, to a subset of covered drugs based
on the recommendations of a pharmacy and
therapeutics committee. These drugs are part

Common Utilization Management Tools

Prior authorization: A requirement that a
provider or consumer seek approval from an
insurer before the dispensing of a medication.

Quantity limits: A restriction on the amount
of a medication available to a consumer in a
certain period (usually 30 days).

Step therapy: A requirement that a consumer
try other, less expensive medications before a
higher-priced medication can be dispensed.
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of a plan’s prescription drug coverage from

a list of drugs known as a formulary, which
groups covered drugs in tiers with different
cost sharing. The tiers typically reflect certain
drug features, such as therapeutic class,
whether a drug is brand or generic, and
price.>

Insurers claim UM helps prevent overutilization
and underutilization of medications, promotes
patient safety, and strikes a balance between
offering consumers access to a range of drugs
and limiting a plan’s exposure to the high
prices associated with these drugs.® Meanwhile,
some drug companies, health care providers,
and consumers have raised concerns that UM
creates unnecessary barriers to access and
have supported efforts to limit its use. Evidence
shows that when appropriately designed, UM
can enhance coverage and provide consumers
with access to drugs supported by clinical
evidence.’

FIGURE 1

Finding the appropriate design is a balancing
act. In marketplace plans that increase UM
significantly, consumers may encounter
additional challenges in accessing certain
drugs. In plans that decrease UM significantly,
plan and consumer costs (i.e., premiums)

may increase and/or consumers may begin
overutilizing certain drugs. Neither situation
benefits consumers.

UM Varied in All States

Older adults in many states saw UM increase
for commonly used drugs in the selected
classes in the top marketplace plans, but some
living in other states saw UM decrease for
certain drugs. Between 2016 and 2020 the top
marketplace plans in 39 states and the District
of Columbia had increases in the percentage

of covered brand-name drugs in included
therapeutic classes subject to UM (figure 1). The
increases, which reflect changes in coverage of

Range of Increases in Covered Brand-Name Drugs with UM in Selected Classes, 2016-2020

M 1-10%
M 11-20%
[ 21-30%
W 31%+

Source: Avalere Health analyzed formularies using comprehensive formulary data provided by Managed Markets
Insight & Technology, LLC (MMIT). For this work, Avalere analyzed MMIT’s data from the exchange plans for five
therapeutic drug classes: antipsychotics, cancer, chronic obstructive pulmonary disease, cardiovascular disease, and
diabetes. Results are weighted by enrollment in state insurance plans.
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drugs across all five therapeutic classes, were
more than 10 percentage points in 28 states
and the District of Columbia and more than
20 percentage points in 16 states and the
District of Columbia. In four states (Arkansas,
Delaware, South Carolina, and West Virginia)
and the District of Columbia the percentage of
covered drugs with UM increased more than
30 percentage points. Additionally, the top
marketplace plans in more than half (24) of the
states with increased UM applied UM to more
than 75 percent of covered drugs in all five
therapeutic classes in 2020.

Along with variations in states, there are
clear variations in categories of covered drugs
subject to increases in UM. Antipsychotic

and cancer drugs had the highest increases

in the percentage of covered drugs subject

to UM, among the 39 states and the District
of Columbia that had increases. On average,
increases between 2016 and 2020 were

FIGURE 2

24 percentage points for covered cancer

drugs and 16 percentage points for covered
antipsychotic drugs. In comparison, the
average UM for the percentage of covered COPD
drugs in these states remained nearly flat over
the period (decrease of 1 percentage point).

While most states saw increases in the
percentage of covered brand-name drugs in
included therapeutic classes with UM, 11 states
had overall decreases between 2016 and 2020
(figure 2). The majority of these states (7) had
decreases of less than 10 percentage points,
although four states (Alabama, California, Iowa,
and Vermont) had decreases greater than 10
percentage points. Alabama and Iowa had the
largest decreases at 19 percentage points.

The UM decreases in the top marketplace
plans in these 11 states varied for covered
drugs across the five therapeutic classes.

For example, the percentage of covered

Range of Decreases in Covered Brand-Name Drugs with UM in Selected Classes, 2016-2020

B 1-10%
W 11%+

Source: Avalere Health analyzed formularies using comprehensive formulary data provided by Managed Markets
Insight & Technology, LLC (MMIT). For this work, Avalere analyzed MMIT’s data from the exchange plans for five
therapeutic drug classes: antipsychotics, cancer, chronic obstructive pulmonary disease, cardiovascular disease, and
diabetes. Results are weighted by enrollment in state insurance plans.
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antipsychotic drugs with UM decreased by
more than 25 percentage points in five states.
The percentage of covered COPD drugs or

CVD drugs with UM decreased by at least

20 percentage points in four states. In addition,
9 of the 11 states had UM decreases of at least
10 percentage points among covered drugs in
more than one therapeutic class.

Disproportionate Impact of UM

Some chronic conditions are more prevalent
among certain racial and ethnic groups, which
can stratify the impact of UM.® For example,
this analysis found that UM for covered brand-
name diabetes drugs increased an average of
8 percentage points between 2016 and 2020.
In 16 states and the District of Columbia,
increases were more than 25 percentage
points, and in 4 states they were 50 percentage
points or more. Meanwhile, the risk of

Black adults having a diagnosis of diabetes

is 77 percent higher than for White adults,

and the risk for Hispanic adults is 66 percent

higher.® Thus, the increased use of UM for
diabetes drugs may have greater implications
for Black and Hispanic adults than for other
racial and ethnic groups.

Conclusion

Most adults ages 50 to 64 do not decide where
to live based on what health insurance plans
are available to them. Yet, they may encounter
completely different UM for the covered drugs
they need to remain healthy, depending on
where they live. Additionally, changes in

UM for covered brand-name drugs have the
potential to affect certain racial and ethnic
populations with disproportionately high rates
of chronic diseases. Overall, the changes in UM
among covered drugs may affect adults ages
50 to 64, and variation in the top marketplace
plans in each state may require some older
enrollees to pay close attention to whether and
how UM could impact access to covered drugs
in their marketplace plan.

Appendix

Percentage of Covered Brand-Name Drugs in Selected Classes with UM in Top 10 Plans, by State

State 2016 2020 State 2016 2020 State 2016 2020
AK 66% T71% LA 55% 85% OK 82% 76%
AL 75% 56% MA 46% 53% OR 67% 75%
AR 35% 85% MD 37% 34% PA 51% 65%
AZ 70% 76% ME 48% 74% RI 55% 83%
CA 62% 45% Mi 50% 80% SC 35% 69%
co 65% 90% MN 55% 78% SD 55% 59%
CcT 69% 67% MO 69% 84% TN 35% 49%
DC 11% 42% MS 69% 85% X 70% 75%
DE 49% 86% MT 64% 89% uT 82% 92%
FL 62% 78% NC 53% 64% VA 62% 74%
GA T71% 84% ND 48% 51% VT 53% 42%
HI 14% 31% NE 38% 64% WA 69% 68%
1A T1% 58% NH 2% 85% wi 58% 76%
ID 68% 71% NJ 73% 74% wv 44% 85%
IL 84% 78% NM 54% 58% wy 43% 35%
IN 55% 85% NV 71% 88%

KS 21% 51% NY 69% 59%
KY 64% 89% OH 52% 81%
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