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Discussion
California's Medicaid Reimbursable Cost List Price Program (RCLP),
which placed direct price cont%ols on theAdr&g costé oprrescfiptions
paid for from Medicaid funds, is very similar to the 'HEW's .recent
proposed Maximum Allowable Cost (MAC) p;bposal.“ As such the
Cali.ornia experience serves‘ag'a means o% éesting the effectiveness
of such programs.- The dramatic size of theVCalifornié prégram and

the accumulated expertise of its'adminiqtrators add validity to
1 - .

this test. Cverall a conclusion can be drawn that, based on the
California experience, a MAC*tyﬁe program has not resulted in the
nost efficient purchase (at least cost) of pharmaceutical products

under public assistance medical care programs.

Three clearly discerniblg char;ctefiséics of the California experiences
pointto &his §onciusion. First, under RCLP there were soﬁe

minor shert-term savings in dire;t érug coéts, put the anticipated
“savings" wére significantly (threéfoldf less than originally fore-
casted. (In addition, if one takes into account the 1.2% decline

in the éverage prescription si%e that océurred Beéween the twd‘tiéa
periods of this study, Fhe tofal gross saQings on prescription drug

expenditures amounts to.l.éi(or.ieés)instead of the 2.5% shown above.)

Second, although direct measures of administrative costs are not
available, there are strong indications that these costs are not

insignificant. “When these are coupled with the overestimate of



