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Prescription drug costs have 
become the elephant in the room for most Canadian 
plan sponsors. In 2013, Canadians spent $29 billion on 

prescription drugs, and benefit plans paid more than one-
third of that amount. Consumers on average paid almost 
$200 per person out of pocket, and federal and provincial 
plans paid the balance of $347 per person. 

Mail-order pharmacy is one of several cost-control tac-
tics that plans may want to explore. It is having some dif-
ficulty establishing itself in the Canadian market but has 
worked well for U.S. benefit plans. Reasons for the differ-
ence include:

•	 More larger American and global employers are fo-
cused on controlling benefit budgets

•	 The higher proportion of private health plans in the 
United States

•	 More opportunities to volume purchase and negotiate 
with pharmaceutical companies in the United States

•	 Varying pharmacy regulations among Canadian prov-
inces—Not all have pharmacare.

•	 The Canadian postal service is more expensive.
Opinions vary among insurers and pharmacy benefit 

managers about the merits of mail-order as an element of a 
Canadian benefit plan. Many brick-and-mortar pharmacies 
already offer home delivery, some at a premium.

For purposes of this article, the term mail-order is inter-

changeable with home delivery, active pharmacy and online 
shopping. Think of it as a convenient, timesaving way to ac-
quire an item at a lower cost. But is there untapped addi-
tional value in the mail-order proposition?

At brick-and-mortar retail pharmacies, a pharmacist or 
pharmacy technician fills the prescription while the patient 
waits in line or shops. In mail-order, patients still interact 
with doctors and a pharmacist, but most of the pharmacy 
transaction is conducted online or by phone.

Why Consider Mail-Order for Prescription Drugs?
Here’s what a “sales pitch” might look like:
•	 You’re busy, it’s convenient
•	 Pay less, reduce copayments
•	 Get more—90-day supply, if appropriate
•	 Review medication profile with a pharmacist to ex-

plore therapeutic alternatives.
•	 Refill reminders, including mobile app
•	 Possibly additional savings offered on over-the-coun-

ter drugs.
Health Canada’s website warns that buying drugs online 

may put a person’s health at risk. Although this warning sim-
ply doesn’t apply to legitimate mail-order pharmacies, it may 
scare some people away from them. 

A handful of Canadian pharmacies offer deep discounts 
to Americans and to people in other countries with more 
expensive pharmaceutical supply systems. Some are being 
investigated for counterfeit drugs and other infractions. The 
legitimate mail-order options we looked at require a health 
care practitioner to issue the prescription based on diagnosis.

Compared with a retail pharmacist dealing with a con-
stant flow of walk-ins and nonpharmaceutical queries, a 
mail-order pharmacist, in theory, has more time to spend 
with patients and their physicians discussing how best to 
help patients. The mail-order pharmacist can focus on com-
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plex new medications without any distraction over toilet pa-
per sales.

The fact is that not all online or mail-order pharmacies 
offer the same degree of clinical support and patient care 
services. Before deciding whether to take another look at 
mail-order, a plan sponsor may want to consider the follow-
ing elements.

Drug Cost
Drug cost has two main components:
•	 Ingredient cost is the pharmacy’s acquisition cost.
•	 Dispensing fee and markup represent the overhead and 

profit—what the pharmacy adds to the acquisition 
cost.

The ingredient cost generally is the same for all pharma-
cies in a province, and directly managing this cost is beyond 
the reach of most Canadian plan sponsors. Plan sponsors, 
however, can indirectly influence ingredient cost and even 
dispensing fees.

•	 Going beyond generic substitution, some plans man-
date therapeutic substitution, which limits either cover-
age or reimbursement based on the least expensive 
professionally acceptable alternative. 

•	 For newly prescribed expensive medication, most 
plans require first dispensing a trial amount and ad-
justing the dose as needed before committing to a 
larger volume on refills. 

•	 Educate to help members be better health care con-
sumers.

•	 In the longer term, a shift toward wellness and well-
being initiatives will reduce the need for the medica-
tion. 

Markups are more difficult for consumers to comprehend 
and manage. Members must do their own comparison pricing 
against their local pharmacy, the local big box store or a large 
pharmacy chain. And price differentials between retail and 
mail-order can vary by medication. For example, one national 
mail-order firm applies a $75 maximum markup, which trans-
lates to serious savings on new and expensive medications.

Plan Design
Another aspect to consider is whether mail-order should 

be optional or mandated. Plans can expect low uptake on an 
optional basis. Mandating mail-order for stable maintenance 
prescriptions probably is the only way to get the uptake 

needed to realize potential savings. Plans should allow time 
for education and include a transition strategy for existing 
medications.

Other Key Decision Points
Not	All	Drugs	Are	Suitable	for	Mail-Order

Between 60% and 65% of drug spending is for chronic 
conditions (maintenance medication), of which 80% might 
be appropriate for mail-order. Most mail-order pharmacies 
exclude narcotics and controlled substances for obvious 
reasons. Mail-order typically is more appropriate for stable 
chronic conditions.

Managing	Relationships	
Mail-order is best integrated with prior authorization to 

help optimize the drug regimen for complex conditions or 
new advanced therapies that may include biologics. As spe-
cialists, mail-order pharmacists can provide clinical guid-
ance and support for patients.

According to the 2014 ESI Drug Trend Report, specialty 
drugs represent only 2% of volume and 28.5% of dollars 
spent on medication. Better adherence and compliance are 
keys to optimizing the effectiveness of the medication, un-
derlining the importance of active pharmacy management. 

On the downside, there are potentially negative conse-
quences to be considered with multiple pharmacies. A recent 
ESI report finds an inverse link between the number of phar-
macies an individual uses and adherence. Use of mobile apps 
and e-health records will eventually help by sharing health 
records and notations across disciplines and practitioners.

Because consumers and physicians may resist potentially 
having two pharmacists, it’s prudent to develop an education 
strategy to ensure the consumer is getting the right coaching 
from the right source at the right time.

Face-to-face consultation with a live pharmacist still is 
preferred for most new medications. The retail pharmacist 
usually is positioned to offer trial prescriptions, individual 
face-to-face advice on compliance and adherence and fast 
turnaround when a prescription needs to be adjusted. 

In mail-order, a live chat between pharmacist and patient 
is needed for advanced treatment options and new medica-
tions. While face-to-face consultation offers the comfort of 
high touch, most of us appreciate the additional confidenti-
ality and privacy of not having to disclose sensitive informa-
tion within earshot of one’s neighbours.
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Dialogue between pharmacist and physician will be nec-
essary particularly for biologics and breakthrough drugs. The 
retail pharmacist may have less flexibility in scheduling the 
necessary calls than her mail-order counterpart who doesn’t 
deal with walk-ins or lineups.

Quantities
Most mail-order programs require at least one full 90-

day supply of a newly prescribed medication through a retail 
pharmacy to be eligible for mail-order. The math can be pret-
ty simple. For the same medication, getting a 90-day supply 
rather than three 30-day supplies saves two dispensing fees.

But for some new medications, especially biologics, a 90-
day initial supply may be wasteful if the treatment plan re-
quires adjustment. A longer supply may be appropriate once 
the patient’s response to treatment is stable, but even 30 days 
is potentially uneconomical for some medications.

And if the medication doesn’t work out or the patient’s 
condition changes, returns are virtually impossible with 
mail-order drugs. While a 90-day supply makes sense in 
some cases, it’s important to avoid waste, as unused or incor-
rect medication cannot be repurposed. 

Generic	and	Therapeutic	Substitution
Generic substitution, which is encouraged by provinces 

with pharmacare, commonly is the first avenue for inter-
vention, and 42% of drugs dispensed in Canada are gener-
ic. However, only 55% of prescriptions that could be filled 
with generics are, compared with 85% in the United States. 
That’s because Canadian price controls for generics are not 
as aggressive as the price controls for brand-name drugs, and 
many doctors still write “no substitution” on the script. A re-
tail pharmacist is unlikely to have a lot of free time to contact 
the physician to discuss alternatives.

It is too early to try to quantify the savings from sub-
stituting biosimilars for biologics, but we believe they will 
be substantial. At least one major Canadian PBM (Green 
Shield) has stepped out to mandate the less expensive bio-
similar as the first course of treatment for any newly pre-
scribed biologic. The mail-order firms associated with 
pharmacy benefit managers are already staffing to meet the 
challenges.

Physicians want the best for their patients and often are not 
aware of a drug’s cost or relative cost. It can be a tough sell to 
persuade the physician to try a lower cost therapy that may be 

equally effective. The dialogue is much more effective coming 
from a pharmacist trained in providing clinical support to the 
patient and the physician, as many mail-order pharmacists are.

Financial incentives can further complicate the process of 
trying to encourage use of generics or therapeutic substitu-
tion. Patients with certain conditions might be eligible for 
publicly funded financial support programs but may need 
guidance and navigational assistance the retail pharmacist 
hasn’t time to give. 

Adding to this, pharmaceutical providers offer a range 
of financial incentives to encourage the use of brand-name 
drugs, such as coupons that eliminate the cost-sharing in-
centive for going generic. Patients, after registering with the 
manufacturer, often receive targeted direct-to-consumer ad-
vertising with very strong loyalty messaging.

Running a benefit program is not about making individ-
ual exceptions. It can get tricky when the manufacturer is 
dangling incentives to override the cost controls a plan has 
introduced.

Adherence	and	Compliance
Drugs do no good if patients don’t take them and can be 

downright dangerous if taken incorrectly. Adherence and 
compliance are two key areas for plan saving that are equally 
beneficial to the patient and the plan.

A Green Shield Canada 2013 drug study indicates that pa-
tient adherence to a prescribed drug treatment plan for many 
chronic conditions such as high blood pressure and diabetes 
is in many situations less than 50%, resulting in huge, unnec-
essary costs and poor patient outcomes.

Plans should make sure their preferred pharmacist, 
whether mail-order, retail or other, has the right backroom 
team of experts to coach the member. This could include a 
health coach to focus on educating the patient and on wheth-
er the treatment is appropriate and the patient is complying. 
Some of the new medications require strict and complex ad-
herence to achieve the desired results.

Major strides with mobile drug apps are expected, includ-
ing the integration of wearable monitors for some biosensi-
tive medications to allow patients to better manage adminis-
tration of their medications.

The Future
The health care community at large is recognizing the 

importance of patient engagement, and the new generations 
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of consumers (a.k.a. patients) will be more disposed toward 
online health care. Younger generations of urbanites won’t 
necessarily remember small mom-and-pop pharmacies or 
other retail stores. However, in Canada, mail-order without 
the specialized health coaching services will never supplant 
retail.

Mail-order is not a panacea for cost management, 
but it will make sense for some plans and it will offer 

savings and advantages for both the member and plan 
sponsor.

As a component of a broader strategy for health manage-
ment, mail-order drugs may be something for a Canadian 
plan to investigate. Plans, with the help of their insurer, phar-
macy benefit manager and/or advisor, need to be clear about 
their expectations and formalize their review of potential 
providers.  

HIPAA Tune-Up for Your Health Plan
By Chris Vogel, CEBS
Senior Editor 
International Foundation of 
Employee Benefit Plans 
Brookfield, Wisconsin

The following is based on Petula 
Workman’s presentation at the 
2015 Symposium.

The Department of Health and Human Services (HHS) 
has promised for several years it will conduct more 
health plan audits to check on compliance with 

Health Insurance Portability and Accountability Act 
(HIPAA) privacy and security rules and breach notification 
standards. Petula Workman, CEBS, told her audience at the 
34th Annual Employee Benefits Symposium in August that 
she thinks the agency really means it this time, and audits are 
likely to begin in 2016.

Workman described the key areas where HHS found 
problems in a pilot audit phase between November 2011 and 
December 2012—areas likely to be the focus of the upcom-
ing audits.

With the right policies and procedures in place, writ-
ten documentation and employee training—and diligence 
in keeping each of these up to date—employer-sponsored 
health plans will be in a better position to demonstrate com-
pliance, she said.

Privacy Rules
Key areas of concern with privacy are:
•	 Notice of privacy practices

•	 Individuals’ access to their protected health informa-
tion (PHI)

•	 Safeguards
•	 Training on policies and procedures.
Although most plan sponsors are good at complying with 

privacy rules, one area where many are failing is the notice 
of privacy practices, Workman said. “The notice of privacy 
practices is a requirement for basically all health plans except 
those that are ‘fully insured and hands off,’ ” which is a very 
small group.

Every self-insured plan should distribute its notice when 
someone enrolls in the plan and/or asks for the notice, and 
every three years it should provide a reminder that tells in-
dividuals where to obtain a copy of the notice. “I say that 
with your annual enrollment materials, go ahead and put the 
triennial notice in there. It’s only like a couple of sentences.” 
The notice also must be posted on an intranet or somewhere 
on the Internet where people can read about their benefits. 

A fully insured plan will distribute its carrier’s privacy 
practices notice but also should distribute its own, which will 
identify the health plan’s privacy officer. 

The notice must say how the health plan is going to use 
and disclose PHI. It also includes how people can amend 
their PHI, how the plan sponsor will notify people of a 
breach and other rights regarding PHI.

Best practices for privacy rules are:
•	 If a plan doesn’t have a notice of privacy practices, it 

should get one.
•	 The notice should say (in simple words, with unfamil-

iar terms defined) what the plan actually does with 
PHI. 
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