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The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with Section 9-6.14:7.1.G of the Administrative Process Act and Executive Order Number 25 (98).  Section 9-6.14:7.1.G requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property.  The analysis presented below represents DPB’s best estimate of these economic impacts.

Summary of the Proposed Regulation


This regulatory action proposes to differentiate the co-payment amounts between generic and brand-name drugs and increase the prescription co-payment for brand-name drugs from $1 to $2.

Estimated Economic Impact

Currently, Virginia charges certain Medicaid beneficiaries a $1 co-payment for pharmacy services.
  The proposed regulatory action will differentiate generic products from brand-name products and establish a $2 co-payment for prescriptions filled with brand-name products.  

Increased Costs for Recipients

The primary effect of this change will be to increase out-of-pocket payments made by Medicaid recipients.  DMAS estimates that recipients who must make co-payments costs will pay an additional $13 per year on average annually based on current prescribing patterns.  The higher co-payment could also potentially increase costs for pharmacy providers.  Per federal regulation, pharmacies cannot deny services if the recipients cannot pay the co-payments.  If the pharmacy is unable to collect the co-payment from the recipient, the pharmacy bears the cost because Medicaid payments do not make up the loss to the pharmacy.  However, according to the DMAS Pharmacy Liaison Committee, few pharmacists are unable to collect the pharmacy co-payments from recipients, therefore any effect on pharmacy providers is expected to be minimal.

Savings for the Medicaid Program

The increased co-payments will directly save Medicaid an estimated $2 million per year.  Since co-payments can lead recipients and providers to be more cost conscious when deciding between appropriate therapies, the proposed increase may reduce some unnecessary use of brand name products and lead to even more substantial savings.  There is the potential that, if a less effective drug is used or there is a reduction in necessary treatment, there could be a decrease in the quality of health care provided.  However, since the difference in the co-payments is small ($1), it is unlikely to have any significant impact on a recipient receiving appropriate treatment. 

Businesses and Entities Affected


In FY 1999, there were 378,168 individuals who received pharmacy services.
  The proposed regulatory change will affect the portion of those recipients who must make co-payments.  The change could also potentially affect any of the 1,788 enrolled pharmacy providers.

Localities Particularly Affected

No localities are particularly affected by the proposed change to this regulation.

Projected Impact on Employment 

The proposed change to this regulation is not anticipated to have a significant effect on employment.

Effects on the Use and Value of Private Property

The proposed change to this regulation is not anticipated to have a significant effect on the use and value of private property. 

� As mandated by federal law, co-payments are not imposed on children under the age of 21, recipients in nursing homes, or recipients receiving emergency services, pregnancy-related service or family planning services.


� The Pharmacy Liaison Committee is made up of representatives from chain drug stores, independent pharmacies, long-term care pharmacies, manufacturers (PhRMA), and the state pharmaceutical association (Virginia Pharmacists Association).  


� Annual unduplicated recipients by type of medical service as reported in HCFA-2082 series, DMAS SFY 1999 Statistical Record, page 3-12.





