
Commission on Commission on 
Health and Safety and Health and Safety and 

WorkersWorkers’’ CompensationCompensation

Impact of Impact of ““PhysicianPhysician--DispensedDispensed”” Prescription Prescription 
DrugsDrugs

Update to the CommissionUpdate to the Commission
OaklandOakland——July 6, 2006July 6, 2006

CHSWC MembersCHSWC Members
Angie Angie WeiWei, Chair, Chair
Allen L. DavenportAllen L. Davenport
Leonard C. McLeodLeonard C. McLeod
Alfonso SalazarAlfonso Salazar
Kristen Kristen SchwenkmeyerSchwenkmeyer
Robert B. SteinbergRobert B. Steinberg
Darrel Darrel ““ShortyShorty”” ThackerThacker
John C. WilsonJohn C. Wilson

Frank NeuhauserFrank Neuhauser
Survey Research Center, UC BerkeleySurvey Research Center, UC Berkeley
Barbara WynnBarbara Wynn----RANDRAND
Alex SwedlowAlex Swedlow----CWCICWCI

Christine Baker, Christine Baker, Executive OfficerExecutive Officer



SummarySummary
•• Substantial analysis in response to Substantial analysis in response to 

comments at April CHSWC Meeting comments at April CHSWC Meeting 

•• More focus on paid amountsMore focus on paid amounts

•• New estimates of pharmacy costs New estimates of pharmacy costs 
from WCIRB for 2005from WCIRB for 2005

•• Impact: New estimates of cost impactImpact: New estimates of cost impact

•• Comment on proposed Comment on proposed regsregs



Drug PricingDrug Pricing
Price Points and Actual Reimbursements--
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Distribution of Total Rx Paid--2006 
($millions) 

Pharmacy, 
$319 

MD if at 
Pharmacy, $67 

Excess to MDs, 
$263 



Impact of Physician-Dispensing on Employer 
Premium--2006 ($millions)
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PhysicianPhysician--Dispensed Drugs Dispensed Drugs 
Summary of Cost ImpactSummary of Cost Impact

•• Half of Rx paid amounts go for physicianHalf of Rx paid amounts go for physician--
dispensed Drugsdispensed Drugs

•• Physicians paid, on average, 4 times what Physicians paid, on average, 4 times what 
pharmacies are paid for same drugpharmacies are paid for same drug

•• $263 million $263 million –– Excess paid amount, 2006Excess paid amount, 2006

•• $490 million $490 million –– Excess premium cost for Excess premium cost for 
insured employers, 2006 policy yearinsured employers, 2006 policy year



New Regulations Proposed by DWCNew Regulations Proposed by DWC

•• Continues physicianContinues physician--dispensingdispensing

•• Limits reimbursement to three step formulaLimits reimbursement to three step formula
––MediCalMediCal, if NDC listed, if NDC listed
––MediCalMediCal, if NDC for original manufacturer , if NDC for original manufacturer 

listedlisted
––AWP AWP –– 17% for lowest priced Medical listed 17% for lowest priced Medical listed 

equivalent drugequivalent drug



Future WorkFuture Work

•• Evaluate impact of proposed Evaluate impact of proposed 
regulations covering physician regulations covering physician 
dispensingdispensing

•• Evaluate the impact of incentives Evaluate the impact of incentives 
inherent in physician dispensing on inherent in physician dispensing on 
physician prescribing practicesphysician prescribing practices


