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T here are 2 types of Medicare Part D prescription 
drug plans. In 2010, approximately 17.7 million 
Medicare beneficiaries enrolled in a stand-alone 

prescription drug plan (PDP), continuing to receive Parts A 
and B benefits through the traditional Medicare program.1  
Approximately 9.9 million beneficiaries enrolled in a Medi-
care Advantage-Prescription Drug plan (MA-PD), receiv-
ing Parts A and B benefits through the qualified Medicare 
Advantage (MA) plan that sponsored their MA-PD.  Due 
to differences in the scope of benefits covered under PDPs 
versus MA/MA-PDs, these 2 types of plans face different 
incentives for drug plan design. Because of the integration 
of drug and nondrug coverage in MA plans and MA-PDs, 
MA-PDs have an incentive to provide relatively generous 
coverage for medications for which the incremental costs of 
doing so are offset by decreased medical spending over the 
period of expected enrollment.2 In contrast, PDPs, which are 
responsible only for drug expenditures, do not reap any effi-
ciency gains with respect to Parts A and B services that may 
result from more generous drug coverage, and thus have 
lower incentives relative to MA-PDs to encourage use of 
drugs that may result in offsets for nondrug expenditures. 

Both MA-PDs and PDPs have a choice of offering a 
plan with the defined standard benefit, a benefit that is 
actuarially equivalent to the defined standard benefit and 
consistent with CMS regulations governing coverage, or 
enhanced benefits. The defined standard benefit for 2013 
has a deductible of $325. For spending between $326 and 
$2970, the plan pays 75% and the enrollee pays 25%. For 
expenditures between $2970 and $6733.75—known as the 
coverage gap—enrollees are responsible for a larger share, 
with enrollees paying 79% of generic drug expenditures and 
47.5% of brand drug expenditures in the gap. For expendi-
tures exceeding the $6733.75 catastrophic coverage limit, 
Medicare pays 80%, the plan pays 15%, and the enrollee 
pays 5%. 
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ABSTRACT

Objective
Medicare Advantage prescription drug plans (MA-PDs) and stand-
alone prescription drug plans (PDPs) face different incentives for 
plan design resulting from the scope of covered benefits (only 
outpatient drugs for PDPs versus all drug and nondrug services 
for Medicare Advantage [MA]/MA-PDs). The objective is to begin 
to explore how MA-PDs and PDPs may be responding to their 
different incentives related to benefit design.

Study Design
We compared 2012 PDP and MA-PD average formulary cover-
age, prior authorization (PA) or step therapy use, and copayment 
requirements for drugs in 6 classes used commonly among 
Medicare beneficiaries. 

Data
We primarily used 2012 Prescription Drug Plan Formulary and 
Pharmacy Network Files and MA enrollment data. 2011 Truven 
Health MarketScan claims were used to estimate drug prices and 
to compute drug market share. Average coverage and PA/step 
rates, and average copayment requirements, were weighted by 
plan enrollment and drug market share.  

Results
MA-PDs are generally more likely to cover and less likely to re-
quire PA/step for brand name drugs with generic alternatives than 
PDPs, and MA-PDs often have lower copayment requirements for 
these drugs. For brands without generics, we generally found no 
differences in average rates of coverage or PA/step, but MA-PDs 
were more likely to cover all brands without generics in a class.

Conclusions
We found modest, confirmatory evidence suggesting that PDPs 
and MA-PDs respond to different incentives for plan design. Future 
research is needed to understand the factors that influence Medi-
care drug plan design decisions.
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Previous studies have documented 
average aggregate (ie, aggregated across 
all drugs) differences in use of cost shar-
ing and utilization management for 
PDPs relative to MA-PDs, with MA-
PDs typically offering more generous 
coverage.1,3 For example, in 2012, PDP 
enrollees faced some form of utiliza-
tion management (ie, prior authoriza-
tion [PA] requirements, step therapy 
requirements, or quantity limits) for 
36% of drugs listed on the plan’s formulary while MA-PD 
enrollees faced utilization management for 31% of formu-
lary drugs.1 Also, MA-PDs had a lower average premium, 
were more likely to have a zero deductible, and were more 
likely to provide additional benefits in the coverage gap 
than PDPs.1,4  

Little is known about how MA-PDs and PDPs make 
decisions about coverage and utilization management re-
quirements for specific medications, and data on aggregate 
differences in coverage levels for the 2 types of plans like 
the data described above do not shed much light on this 
complex decision-making process. To begin to explore 
how MA-PDs and PDPs may be responding to their differ-
ent incentives around drug benefit design, we compared 
2012 PDP and MA-PD average coverage, utilization man-
agement, and copayment requirements for specific drugs 
in several classes of medications used commonly among 
Medicare beneficiaries. 

METHODS
To identify MA-PDs and PDPs, we used the January 

2012 CMS Prescription Drug Plan Formulary and Phar-
macy Network Files (hereafter, “CMS formulary files”).  
These files contain information on plan characteristics as 
well as National Drug Code (NDC)-level information on 
formulary coverage, PA and step therapy requirements, 
and copayment requirements for all MA-PDs and PDPs 
operating in January 2012, with the exception of employer-
sponsored MA-PDs. We excluded 125 private fee-for-ser-
vice MA plans, as well as 506 special needs plans, 47 cost 
plans (ie, plans that Medicare contracts with a cost-reim-
bursement basis under Section 1876 of the Social Security 
Act), 61 plans serving US territories, 28 plans with no en-
rollment as of January 2012, and 1 plan for which formu-
lary information was not available. After these exclusions, 
there were 1035 PDPs and 1512 MA-PDs in our sample.  

Next, we linked the CMS formulary files for these plans 
with January 2012 plan enrollment information from the 

MA/Part D Contract and Enrollment Data available on 
CMS’ website. 

To characterize the generosity of drug coverage in 
MA-PDs versus PDPs, we focused on 6 medication class-
es used frequently by Medicare beneficiaries for chronic 
medical conditions and for which at least one generic 
alternative was available in the class. Because drug 
plans generally cover all or almost all generic medica-
tions generously due to their relatively low cost, we fo-
cused analyses on brand name medications. Two of the 
6 classes studied (antidepressants and antipsychotics) 
are Part D “protected” classes, meaning that plans must 
cover at least 1 formulation of every drug. The other 4 
(Alzheimer’s disease medications, angiotensin receptor 
blockers [ARBs], bisphosphonates, and statins) are non-
protected classes, meaning that plans must cover at least 
two drugs in the class. Plans are permitted to use utiliza-
tion management requirements like PA or step therapy 
to influence medication use in all classes, both protected 
and non-protected. 

We examined 3 primary measures of coverage generos-
ity: 1) formulary coverage; 2) use of PA and/or step ther-
apy, conditional on formulary coverage; and 3) average 
copayment required for a 30-day prescription. 

To assess average formulary coverage, we first calcu-
lated coverage percentages for each formulation of each 
drug, collapsing over different NDCs for the same for-
mulation. We expected plan coverage decisions for brand 
drugs to differ based on whether a generic equivalent of 
the brand drug was available. We also thought decisions 
about drugs might differ for brand combination medica-
tions (ie, medications that combine two or more molecu-
lar entities). Thus, we divided drugs into 3 categories for 
each class:  brand drugs with a generic equivalent avail-
able, brand drugs with no generic equivalent available, 
and combination drugs (of the 19 combination products 
studied, all but 1 were brands without generic equivalents). 

Within each drug class and category, we weighted the 
coverage percentages by plan enrollment and drug market 

Take-Away Points
We found modest, confirmatory evidence suggesting that stand-alone prescription drug 
plans (PDPs) and Medicare Advantage prescription drug plans (MA-PDs) respond to 
different incentives for plan design. MA-PDs are generally more likely to cover and less 
likely to require prior authorization or step therapy for brand name drugs with generic 
alternatives than PDPs, and MA-PDs often have lower copayment requirements for 
these drugs.

n	 	 This paper provides suggestive evidence that a stand-alone Part D plan has draw-
backs resulting from lack of integration with the medical benefit. 

n	 	 This information may inform efforts to regulate Medicare prescription drug plan 
generosity. 
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On average, MA-PDs were significantly more likely 
than PDPs to cover brand drugs with generic equivalents 
in all 4 non-protected classes (Alzheimer’s disease drugs, 
ARBs, bisphosphonates, and statins) (Table 1). On aver-
age, PDPs covered only 2.5% to 4.6% of brands with ge-
neric equivalents for statins, bisphosphonates, and ARBs, 
and covered 53.5% of brand Alzheimer’s drugs with ge-
neric equivalents. MA-PDs covered significantly more 
of these drugs on average in all classes (12.5% more for 
Alzheimer’s drugs to 25.6% more for bisphosphonates, all 
P <.0001). For the 2 protected classes, coverage of antipsy-
chotic brands with generics tended to be more generous 
for MA-PDs vs PDPs, although this did not reach sta-
tistical significance (P = .052). There were no statistically 
significant differences between PDPs and MA-PDs for 
antidepressants. 

Conditional on formulary coverage, MA-PDs were sig-
nificantly less likely than PDPs to require PA/step ther-
apy for drugs in 3 of 6 classes (Alzheimer’s medications, 
bisphosphonates, and antidepressants), while MA-PDs 
were more likely to require PA/step therapy for ARBs 
than PDPs (Table 1, right columns). There were no sta-
tistically significant differences in formulary coverage for 
MA-PDs vs PDPs for the other 2 classes. 

Average copayment requirements per 30-day pre-
scription were lower, on average, for MA-PDs relative 
to PDPs for 4 classes (ARBs, bisphosphonates, statins, 
and antipsychotics). Average copayment requirements 
were higher for MA-PDs relative to PDPs for Alzheimer’s 
medications, and there was no statistically significant 
difference between the 2 plan types for antidepressants 
(Table 2).

Brand name drugs without generic equivalents. For 
brand drugs without generic equivalents, there were no 
statistically significant differences between MA-PDs and 
PDPs in either formulary coverage or PA/step therapy 
(weighted by drug market share, to down-weight drugs 
that are used rarely), with the exception of statins; MA-
PDs were significantly more likely than PDPs to require 
PA/step therapy for statins without generic equivalents 
(Table 1). However, compared with PDPs, a much larger 
proportion of MA-PDs covered all brand name medica-
tions without generic equivalents for 4 of 6 classes (ARBs, 
bisphosphonates, statins and antidepressants) (Figure.) 
Note that the denominator includes all drugs regardless 
of market share, unlike Table 1, in which the calculations 
are weighted by market share). For example, in the Fig-
ure, a third (33.5%) of MA-PDs covered all brand ARBs 
with no generic equivalents while only 5.0% of PDPs did. 
The Figure does not include antipsychotics (a protected 

share within the class, and then calculated the mean cov-
erage percentage for each class and category for PDPs ver-
sus MA-PDs. We used 2011 Truven Health MarketScan 
data, which includes prescription drug claims for over 50 
million individuals with employer-sponsored private in-
surance, to calculate drug market share. By weighting on 
the basis of drug market share, we “down-weight” obser-
vations for rarely-used drugs. 

To test for a statistically-significant difference in av-
erage coverage between PDPs and MA-PDs, we calcu-
lated P values from t tests of the difference in the mean 
number of drugs covered for drug categories with more 
than 1 drug and P values from t tests of the difference 
in proportion covered for categories with a single drug, 
as well as an F-test of the null hypothesis that all effects 
are zero. We followed the same process for use of PA/
step therapy.

To calculate the average co-payment requirements for 
a 30-day prescription, we used plan-level information on 
the copayment required for each specific NDC from the 
CMS formulary files. For plans that required coinsurance 
rather than copayments for a given medication, we in-
stead applied the plan’s coinsurance rate for the initial 
coverage period (ie, covering expenditures after the de-
ductible is met and before the coverage gap is entered) for 
a specific NDC from the CMS formulary files to NDC 
level data on average total price (ie, average of plan plus 
patient payments per 30-day prescription, not accounting 
for any rebates negotiated between the plan and the phar-
maceutical manufacturer) from the 2011 Truven Health 
MarketScan data. As for the coverage measures described 
above, we weighted observations by plan enrollment and 
drug market share. We calculated P values from t tests of 
the difference in weighted mean copayment requirements 
for each drug class and category, as well as an F-test of the 
null hypothesis that all effects are zero. 

Finally, we calculated the percentage of MA-PD plans 
and the percentage of PDPs that covered all brand drugs 
with no generic equivalents in each class, weighting by 
plan enrollment but not drug market share, to ensure that 
we captured differences in covering all formulations, in-
cluding those that are rarely used.

RESULTS 
Brand name drugs with generic equivalents. Gener-

ics accounted for the vast majority of prescriptions filled 
for drugs with generic equivalents. The average generic 
market share for these medications ranged from 90.8% for 
Alzheimer’s medications to 99.7% for statins. 
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class) or Alzheimer’s medications (not protected) because 
the proportion of both MA-PDs and PDPs covering all 
brands with no generics for each class was greater than 
90%, allowing limited opportunity to detect coverage dif-
ferences. The 3 Alzheimer’s medications in this category 
included the Exelon™ (rivastigmine) patch, which may 
provide a better delivery route than oral medications for 
some Alzheimer’s patients, as well as Namenda (meman-
tine) tablets and solution, which have a specific indica-
tion for moderate to severe Alzheimer’s, have fewer side 
effects than the cholinesterase inhibitors, and may be 
disease-modifying.5,6 

Average copayment requirements per 30-day prescrip-
tion were higher for MA-PDs relative to PDPs for 3 classes 
(ARBs, bisphosphonates, and statins) and substantially 
lower for MA-PDs vs PDPs for antipsychotics (Table 2). 
There was no statistically significant difference in average 

copayment requirements between MA-PDs and PDPs for 
Alzheimer’s medications or antidepressants. 

Combination drugs. Results were mixed for the brand 
combination drugs (Table 1). MA-PDs were more likely to 
cover the bisphosphonate combination (alendronate plus 
vitamin D) and the antidepressant/antipsychotic combi-
nation (olanzapine plus fluoxetine) relative to PDPs. MA-
PDs were more likely to require PA/step therapy for the 
statin and bisphosphonate combinations and less likely 
to require PA/step therapy for the antidepressant/anti-
psychotic combination than PDPs. Average copayment 
requirements per 30-day prescription were significantly 
higher for MA-PDs than PDPs for ARB combination 
medications and significantly lower for MA-PDs than 
PDPs for the antidepressant/antipsychotic combination; 
there were no statistically significant differences in average 
co-payment requirements for the other 4 classes (Table 2).

n Table 1. Average Rates of Drug Coverage and Prior Authorization (PA) or Step Therapy Requirements for PDPs 
Versus MA-PDs, 2012

 
 
 
 
Drug type

 
 
 
 

Drug class

 
 

Number 
of  

Drugs

 
PDP 

Average 
Coverage  
(n = 1035)

 
MA-PD 

Additional 
Coveragea  
(n = 1512)

 
 
 
 
P

PDP  
Average 

Use of PA or 
Step Therapy  

(n = 1035)

MA-PD  
Additional 

Use of PA or  
Step Therapya  

(n = 1512)

 
 
 
 

 P

Brands  
with  

generic 
equivalents

Alzheimer’s 2 53.5% +12.5% <.0001 30.1% –14.4% <.0001

ARBs 1 4.6% +23.3% <.0001 11.8% +3.8% <.0001

Bisphosphonates 1 3.6% +25.6% <.0001 60.5% –15.4% <.0001

Statins 4 2.5% +19.9% <.0001 8.4% +20.4% .053

Protected classes        

Antidepressants 17 81.0% +2.5% .855 20.0% –4.1% .027

Antipsychotics 5 10.4% +19.1% .052 12.7% –2.3% .479

Brands  
without 
generic 

equivalents

Alzheimer's 3 99.9% –0.1% .740 4.2% +2.2% .794

ARBs 6 74.2% +8.7% .613 14.1% +0.8% .841

Bisphosphonates 9 68.1% +11.9% .170 37.6% –1.1% .898

Statins 5 86.9% +1.0% .857 2.2% +9.4% .001

Protected classes        

 Antidepressants 3 99.9% +0.01% .920 29.5% +0.2% .929

 Antipsychotics 13 99.4% +0.2% .775 15.7% +1.2% .901

Combination 
drugs

ARBs 13 73.2% +7.3% .587 12.1% +2.8% .290

Bisphosphonates 1 7.3% +29.1% <.0001 31.8% +6.7% <.0001

Statins 4 44.3% +31.5% .065 2.9% +11.1% .001

Protected classes        

Antidepressant/      
Antipsychotic 
formulation

1 48.8% +13.1% <.0001 18.9% –9.3% <.0001

ARB indicates angiotensin receptor blocker; MA-PD, Medicare Advantage prescription drug plan; PDP, prescription drug plan.  
aDifferences are relative to PDP plans. Negative values correspond to lower rates for MA-PDs than PDP plans. 
All percentages are weighted by plan enrollment and drug market share within the class. The unit of observation is the drug formulation. Percentages 
for PA or step therapy requirements are conditional on coverage of the drug. P values from categories with more than 1 drug are calculated from a t 
test of the difference in the mean in each category, while P values from categories with only 1 drug are from a t test of the proportion for that drug. 
F-tests rejected the null hypothesis that all effects for coverage (F = 6.72) and the null hypothesis that all effects for PA or step therapy (F = 14.60) 
were zero.
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F-tests for each of the 3 outcomes (formulary coverage, 
PA/step therapy, and cost sharing) rejected the null hy-
pothesis that all effects were zero.

DISCUSSION
Across 6 medication classes used commonly by Medi-

care beneficiaries, we documented differences in average 
plan design for MA-PDs and PDPs, with MA-PDs gener-
ally offering more generous coverage, and in some cases, 
substantially more generous coverage. MA-PDs are more 
likely to cover and less likely to require PA or step thera-
py for brand name drugs with generic alternatives than 
PDPs. MA-PDs also often require a lower copayment 
for these drugs on average relative to PDPs. For brands 
without generics, we generally found no statistically sig-
nificant differences in average rates of coverage and PA/
step therapy, but MA-PDs were more likely to cover all 
brands without generics in a given therapeutic class. In-
terestingly, average copayment requirements per 30-day 
prescription for brands without generics were sometimes 
higher for MA-PDs than PDPs, suggesting that PDPs may 

be more likely to cover only a subset of brands without ge-
neric equivalents but require lower cost sharing for those 
they do cover relative to MA-PDs. The fact that fewer 
statistically significant differences between MA-PDs and 
PDPs were found for the 2 protected classes than for the 4 
non-protected classes we studied suggests that the 2 types 
of plans may be acting in a similar way with respect to the 
formulary protections afforded to these classes. 

There are several possible explanations for why 
MA-PDs might cover brands with generic equivalents 
more generously than PDPs. One is that MA-PDs may 
be less concerned than PDPs about generous cover-
age of brand name drugs with generic equivalents due 
to the greater influence over clinical decision making 
that may result from care management processes and 
provider network arrangements used by MA plans/
MA-PDs relative to PDPs, which have no direct relation-
ship with clinicians that provide services to individuals 
covered by traditional Medicare. For example, if a MA 
plan provides financial incentives or decision support 
that encourages generic prescribing, or the plan contracts 
only with clinicians with high generic prescribing rates,  

n Table 2. Average Co-payment Required for a 30-Day Prescription for PDPs Versus MA-PDs, 2012

 
 
Drug type

 
 

Drug Class

 
 

Number of Drugs

 
PDP Average  
Cost Sharing

MA-PD Difference  
in Average  

Cost Sharing

 
 
P

Brands  
with  

generic 
equivalents

ARBs 1 $92.79 –$9.19 .027

Bisphosphonates 1 $92.95 –$9.01 .045

Statins 4 $87.92 –$15.79 .009

Protected classes:     

Antidepressants 17 $75.20 -$3.04 .116

Antipsychotics 5 $93.66 –$19.14 .020

Brands  
without gener-
ic equivalents

Alzheimer's 3 $46.34 –$2.29 .803

ARBs 6 $39.94 +$9.04 .035

Bisphosphonates 9 $49.84 +$11.17 .002

Statins 5 $28.73 +$15.98 <.0001

Protected classes:     

Antidepressants 5 $58.66 +$0.95 .848

Antipsychotics 13 $109.58 –$41.58 <.0001

Combination  
drugs

ARBs 13 $40.85 +$7.76 .002

Bisphosphonates 1 $71.06 –$0.76 .875

Statins 4 $65.18 +$5.76 .176

Protected classes     

Antidepressant/ anti-
psychotic formulation

1 $147.79 -$35.42 <.0001

P values from categories with more than 1 drug are calculated from a t test of the difference in the mean in each category, while  P values from 
categories with only 1 drug are from a t test of the proportion for that drug. An F-test rejected the null hypothesis that all effects are zero (F = 64.54). 
For plans that required coinsurance instead of a copayment, we applied the plan’s coinsurance rate for the specific National Drug Code (NDC) to 
NDC-level data on average total price (average of plan plus patient payments for 30-day prescription) from the 2011 Truven Health MarketScan data.
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network clinicians may rarely prescribe brand drugs even 
if the drugs are covered.

A second possible explanation for the more generous 
coverage of brands with generic equivalents by MA-PDs 
could be that demand for a PDP is more sensitive to a cov-
erage restriction for a particular drug than demand for a 
given MA-PD. A Medicare beneficiary who decides to join 
an MA plan with an MA-PD presumably selects a plan by 
evaluating features of both the MA plan’s nondrug cover-
age and its MA-PD drug coverage. As a result, if a PDP 
concerned about adverse selection wishes to discourage 
enrollment by individuals with a chronic condition associ-
ated with high medication costs, imposing coverage restric-
tions for medications in that class may be more likely to 
affect PDP enrollment of beneficiaries who use those medi-
cations than a similar restriction would affect enrollment 
for an MA plan and its MA-PD. Hsu and colleagues found 
that the risk adjustment method used for the Medicare 
Part D benefit, prescription drug hierarchical condition 
categories (RxHCCs), tended to overpredict 2006 costs 
for beneficiaries with low actual costs and to underpredict 
2006 costs for those with high actual costs.9  If this pattern 
had continued since this early research was conducted, 
MA-PDs might have been more likely to be “overpaid” for 
relatively healthier enrollees, and thus perhaps better po-
sitioned to offer more generous coverage. However, CMS 
attempted to correct this issue in 2011 by increasing the 
low income subsidy (LIS) rates and decreasing the non-LIS 
rates. Based on the findings of Hsu and colleagues, this 
change may have resulted in an “overcorrection.”9

A third possible explanation, although perhaps a less 
likely one, is that MA-PDs could have a greater incen-
tive than PDPs to offer generous coverage of brand name 
drugs without generic equivalents if the plan believes that 
a subset of patients will only adhere to a medication regi-
men by taking brand name medications and that greater 
medication adherence in the class can lead to lower total 
healthcare spending (all else being equal). Enrollees who 
prefer a brand formulation can apply for a formulary 
exception allowing them to obtain the brand version at 
the generic price; no data are available on the extent to 
which formulary exceptions are granted in this situation, 
however. Jung, McBean, and Kim found some support for 
this hypothesis for statin medications.7 They documented 
statistically higher rates of adherence to statin therapy 
for MA-PD enrollees relative to PDP enrollees, although 
they noted that the magnitude of the difference was very 
small and unlikely to be clinically meaningful. However, 
Erten and colleagues found similar overall use of guide-
line-recommended diabetes medications in MA-PDs and 
PDPs.8  We observed more generous coverage and less cost 
sharing for brands with generic alternatives in MA-PDs 
versus PDPs for ARBs, bisphosphonates and statins, as 
well as lower cost sharing for antipsychotics and anti-
depressant/antipsychotic combination brand drugs, all 
examples where one might expect a greater likelihood of 
offset onto nondrug expenditures resulting from medica-
tion adherence. However, we also observed better cover-
age for Alzheimer’s medications, a class where an offset 
seems less likely. 

n Figure. Percentage of PDPs Versus MA-PDs Covering All Brand Formulations Without Generics in the Classes, 2012
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ARB indicates angiotensin receptor blocker; MA-PD, Medication Advantage prescription drug plan; PDP, prescription drug plan. 
Percentages are weighted by plan enrollment. Antipsychotics and Alzheimer’s drugs are not shown because at least 90% of each plan type covers all 
formulations in these classes.
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Some of the observed differences in generosity for 
MA-PDs and PDPs result from the fact that MA plans 
with premium bids below the county benchmark receive 
rebates from the federal government that can be used to 
lower their monthly Part D premium, enhance their drug 
benefits, or lower drug cost sharing. However, these MA 
plans can instead choose to use these rebates to lower 
their Part B premiums, enhance nondrug benefits, or low-
er nondrug cost sharing, so more generous drug coverage 
for MA-PDs is not a given. 

There are several limitations to our analysis. First, we 
are unable to observe all factors influencing plan design 
decisions for PDPs and MA-PDs. We are only able to 
make inferences based on observed plan design differenc-
es. Second, one might expect to see different patterns of 
plan design for classes that have not experienced generic 
entry relative to classes with at least one generic option. 
We were unable to examine this issue because nearly all of 
the most common classes utilized by Medicare beneficia-
ries now have at least one generic alternative. Third, our 
analysis may underestimate differences in MA-PD and 
PDP coverage to the extent that a subset of MA-PDs may 
have the same formulary as a PDP (and vice versa) due to 
common ownership. Finally, drug market share may dif-
fer in privately insured populations included in the Mar-
ketScan database and Medicare Part D plans, although 
many of the largest PDPs are sponsored by large pharma-
cy benefit managers and insurers that use the same for-
mulary and utilization management tools for both their 
commercial and Part D plans.

CONCLUSIONS 
We found modest confirmatory evidence suggesting 

that PDPs and MA-PDs respond to the different incen-
tives around plan design that they face as a result of the 
scope of their benefits: only outpatient prescription drugs 
in the case of PDPs and all covered drug and nondrug 
healthcare services in the case of MA plans offering an 
MA-PD. MA-PDs are generally more likely to cover and 
less likely to require PA or step therapy for brand name 
drugs with generic alternatives than PDPs, and MA-PDs 
often have lower copayment requirements for these drugs. 
For brands without generics, we generally found no differ-
ences in average rates of coverage and PA/step therapy, 
but MA-PDs were more likely to cover all brands with-

out generics in a given therapeutic class.  Future work is 
needed to understand the factors that influence Medicare 
drug benefit design decisions among Part D plans, the im-
pact of those decisions on outcomes, and how Medicare 
beneficiaries select from among MA-PD and PDP options.
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