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An alternative approacﬁ was providcd through which the pharmaceutical

manufacturer would rebate to the Medl—Cal program a percentage of the

program s costs of all the manufacturer 5 drugs. These refund programo
were the basis for th second phase of the drug cost reduction
efforts. .

éhe second phase oonsistedﬂof revieﬁino any and all volume refund
propoqals voluntarlly submitted to the State by various pharma—
ceutlcal manufacturers. COntracts were let for proposals which
-appeared to offer a substantxal refund and program saving to the

Department.

Prior to program implementaticn it was estimated that the combina-:
tion of the RCLP and volume refund program would result in overall
net drug program savings of approximately $7 million annually;

$5 millionvfrom RCLP and the temainaer fromvvoiume refunds.
‘hefunds generated by the combined‘orograﬁ are not net savings

to California. Tltle XIX of the Soczal Security ‘Act federal
flnanc;al parLlclpat;on (FrP) 1° provmded through a 50/50 matcn
in Callrornlq. Consequently, the federal government participates
with a 50 percent share of any'sevings realized against actual
costs.  Additionally, administrative costs - not availabie but
‘estimated to, be substantial - also consume a significant portion

of the gross savings.



