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Mail Order Is Not For Everyone! 


Face‐to‐face patient counseling by pharmacists can have a powerful impact on long‐term health care costs and quality. So, the way health plan 
sponsors promote mail and generics use is crucial, because the wrong way could stifle patient care and adherence 


Adherence


 $290 billion  is  the estimated minimum annual 
cost  of  non‐adherence  to  the  U.S.  health 
system1 


 A retrospective analysis of data published over 
40  years  found  that  in‐store  face‐to‐face 
counseling  was  the  most  effective  at  driving 
patient  adherence  followed  by  nurses  talking 
directly with patients as they were  leaving the 
hospital2  


 Face‐to‐face counseling by a pharmacist is 2 to 
3  times  more  effective  at  increasing  patient 
adherence3  


                                                            


                                                           
1 The New England Healthcare Institute (NEHI); August 11, 2009 
2 Modes of Delivery for Interventions to Improve Cardiovascular 
Medication Adherence; Sarah L. Cutrona, MD, MPH; Niteesh K. 
Choudhry, MD, PhD; Michael A. Fischer, MD, MPH; Amber Servi, 
BA; Joshua N. Liberman, PhD; Troyen A. Brennan, MD, JD; and 
William H. Shrank, MD, MSHS; Am J Managed Care. 
2010;16(12):929-942) 


3The Asheville Project: Clinical and economic outcomes of a 
community-based long-term medication therapy management 
program for hypertension and dyslipidemia; Barry A. Bunting, 
Benjamin H. Smith, and Susan E. Sutherland; J Am Pharm 
Assoc. 2008;48:23–31. 
doi: 10.1331/JAPhA.2008.07140 
 


 Complex  regimens with multiple  prescriptions 
negatively impact patient adherence 4 


 10%  of  cardiovascular  patients  made  11  or 
more pharmacy visits in 90 days and had 23 or 
more prescriptions5 


 12: Average number of retail prescriptions per 
capita, 20096  


 Patient behavior indicates that certain patients 
prefer to access prescription medications via 
mail service and others through community 
pharmacy channels. 7 


 Mandatory mail appears to cause some 
members to discontinue therapy prematurely, 


 


                                                           
4 The Implications of Therapeutic Complexity on Adherence to 
Cardiovascular Medications. Archives of Internal Medicine, 
January 2010. 
5 Niteesh K. Choudhry, Michael A. Fischer, Jerry Avorn, Joshua 
N. Liberman, Sebastian Schneeweiss, Juliana Pakes, Troyen A. 
Brennan, William H. Shrank. The Implications of Therapeutic 
Complexity on Adherence to Cardiovascular Medications. 
Archives of Internal Medicine. Published onlineJanuary 10, 2011. 
doi:10.1001/archinternmed.2010.495 
6 Prescription Drug Trends, Kaiser Family Foundation, May 2011. 
7 Revealed preference for community and mail service pharmacy 
Joshua N. Liberman, Yun Wang, David S. Hutchins, Julie Slezak, 
and Will H. Shrank J Am Pharm Assoc. 2011;51:50–57. doi: 
10.1331/JAPhA.2011.09161 


particularly those without previous mail service 
pharmacy experience8 


 Restrictive benefit designs that incentivize 
patients to use less preferable pharmacy 
channels may adversely affect patient 
convenience, which could have the unintended 
consequence of reducing medication use and 
adherence.9 


 Fifty‐eight percent of employers are using 
retail pharmacies to dispense 90‐day supplies 
of medications10


 
8 Adherence to Medication Under Mandatory and Voluntary Mail 
Benefit Designs Joshua N. Liberman, PhD; David S. Hutchins, 
MHSA, MBA; Will H. Shrank, MD; Julie Slezak, MS; and Troyen 
A. Brennan, JD, MD Am J Managed Care. 2011;17 (7):e260-e269 
9 Revealed preference for community and mail service pharmacy 
Joshua N. Liberman, Yun Wang, David S. Hutchins, Julie Slezak, 
and Will H. Shrank J Am Pharm Assoc. 2011;51:50–57. doi: 
10.1331/JAPhA.2011.09161 
 
10 201- 2011Prescription Drug Benefit Cost and Plan Design 
Report, Executive Summary pp3. Pharmacy Benefit Management 
Institute, LP 







 
 
Generic Utilization 


 Almost  no  payers  are  maximizing  potential 
generic drug savings11 


 Retail pharmacies dispensed generics 72.7% of 
the time12 


 The  Big  3  PBMs  Mail  Order  pharmacies 
dispense generics less than 62% of the time13 


 In 2006,  the generic market share was  just 63 
percent; in 2010, it is 78 percent14 


 The  prescription  drug  market  available  for 
generic  substitution  rose  from  just 70 percent 
in 2006 to 84 percent in 201015 


 Twenty‐two  of  the  top  25  most‐prescribed 
products  in  2010  are  generics,  versus  three 
brand drugs16 


 Within  six  months  of  brand  patent  loss, 
patients received the generic form of the drug 
80 percent of the time  in 2010. This compares 
to just 55 percent in 200617 


 For  patients  starting  therapy  for  chronic 
conditions  in  2010,  3.2 million more  patients 
started  their  therapy with a generic while 6.6 


                                                            
11 Don’t Pay Too Much for Generic Fills; L. Cahn, Managed Care 
Magazine– November 2010, pp. 21-27   
12 Big 3 GDR by Channel, SEC filings and company reports; 
2007-2010   
13 Big 3 GDR by Channel, SEC filings and company reports; 
2007-2010   
14 The Use of Medicines in the United States; Review of 2010; 
IMS Institute for Health Informatics, Executive Summary, pp 1 
15 The Use of Medicines in the United States; Review of 2010; 
IMS Institute for Health Informatics, , pp 22 
16 The Use of Medicines in the United States; Review of 2010; 
IMS Institute for Health Informatics, Appendix 4, pp 33 
17 The Use of Medicines in the United States; Review of 2010; 
IMS Institute for Health Informatics, Executive Summary, pp 3 
 


million  fewer  patients  started  therapy with  a 
brand18 


 For  every  1  percent  increase  in  generic 
utilization,  health  plans  can  expect  to  save 
2.5%.  That’s a 2.5:1 ROI19 


 Improved  PBM  “contracting”  empowers 
retention of all generic savings20 


 Challenge  PBMs  to  significantly  increase  and 
guarantee  GDRs  rather  than  simply  float  on 
market dynamics21 


 PBM misclassification of  generic drugs  reduce 
health plan savings22 


 In  2009,  Medicaid  had  $329  million  of 
overspending  as  a  result  of  underutilizing 
generics23 


 Today, 7 out of 10 prescriptions are filled with 
generic drugs24 


 Average  price  of  generic  drug  is  about  one 
quarter  of  the  average  brand:  $35.22  vs. 
$137.9025 


                                                            


                                                           


18 The Use of Medicines in the United States; Review of 2010; 
IMS Institute for Health Informatics, Executive Summary, pp 3 
19 Prescription Drug Costs and the Generic Dispensing Ratio; J N. 
Liberman, PhD, M. Christopher Roebuck, MBA, Journal of Managed 
Care Pharmacy, Sept. 2010, pp. 502-506, Vol. 16, No. 7 
20 Don’t Pay Too Much for Generic Fills; L. Cahn, Managed Care 
Magazine– November 2010, pp. 21-27   
21Insights 2011 Advancing The Science Of Pharmacy Care pp 5 
22 Don’t Pay Too Much for Generic Fills; L. Cahn, Managed Care 
Magazine– November 2010, pp. 21-27   
23 AEI Health Policy Studies Working Paper 2011‐01, March 28, 
2011; A. Brill, Executive Summary pp1 
24 Don’t Pay Too Much for Generic Fills; L. Cahn, Managed Care 
Magazine– November 2010, pp. 21-27   
25 The Use of Medicines in the United States; Review of 2010; 
IMS Institute for Health Informatics, , pp 22 


 Approximately  80%  of  FDA‐approved  drugs 
available as generic26 


 2.6B Rx are filled with generics annually27 
 Generics account for 69% of all U.S. Rx but only 


16% of all dollars spend on Rx28 
 Generic Drugs  saved  the health  system $931B 


from 2001 – 2010 & $158B in 2010 alone29 
 In  2011  &  2012,  6  of  the  10  largest‐selling 


brands  in  the  U.S.  will  lose  their  patents, 
enabling a windfall in generic savings 30 


 The PBMs common practice of cost shifting 33 
percent  of  the  patients'  cost  sharing 
responsibility  (co‐payments)  for  90‐day 
supplies  of  brand  drugs  back  to  the  health 
plans reduces the financial motivation for mail 
order  patients  to move  away  from  expensive 
brand drugs.  


 For a health plan with 10,000 members every 1 
percent  increase  in  generics  saved  the  plan 
$180,000.31


 
26 Don’t Pay Too Much for Generic Fills; L. Cahn, Managed Care 
Magazine– November 2010, pp. 21-27   
27 Don’t Pay Too Much for Generic Fills; L. Cahn, Managed Care 
Magazine– November 2010, pp. 21-27   
28 Don’t Pay Too Much for Generic Fills; L. Cahn, Managed Care 
Magazine– November 2010, pp. 21-27   
29 Analysis, conducted for GPhA by the IMS Institute for 
Healthcare Informatics and IMS Health, Sept.  21 2011 
30 Don’t Pay Too Much for Generic Fills; L. Cahn, Managed Care 
Magazine– November 2010, pp. 21-27   
31 Walgreens Health Initiatives – 2010 Trend Report; 2010, pp. 3 







 
 
Total Cost of Drugs 


 


 


 


 


 Plans  offering  no  mail‐service  co‐
payment incentives have a 6.6% ‐ 18.7% 
lower cost share 32 


 A  2009  study  (concluded  that  co‐
payment  incentives  to  use mail‐service 
pharmacies were associated with higher 
costs to plan sponsors.33   


 The study’s conclusions were consistent 
with  previous  studies  and  examined 
plans  that  utilized  co‐payments  as  an 
incentive  for  members  to  use  mail‐
service pharmacies.34 


 These  plans  paid more  for mail  service 
medications; between 4.5% ‐ 8.3% more 
overall. 35  


 Plans  promoting mail with  co‐payment 
incentives  paid  21.4%  ‐  25%  more  for 
generic drugs.36 


                                                            


                                                                               


32 Clark BE PhD, Siracuse MV, PharmD, PhD, Garis RI MBS, PhD 
Comparison of mail-service and retail community pharmacy 
claims in 5 prescription benefit plans, pp1 
33 Clark BE PhD, Siracuse MV, PharmD, PhD, Garis RI MBS, PhD 
Comparison of mail-service and retail community pharmacy 
claims in 5 prescription benefit plans, pp1 
34 Carroll NV, Brusilovsky I, York B, et al.  Comparison of costs of 
community and mail service pharmacy. J. Am Phar Assoc 
2005;45:336-343 
35 Clark BE PhD, Siracuse MV, PharmD, PhD, Garis RI MBS, 
PhD Comparison of mail-service and retail community pharmacy 
claims in 5 prescription benefit plans, pp1 


 A  study  concluded  that  generic 
dispensing ratios were lower in the mail‐
order  channel  than  in  the  community 
pharmacy channel by 10.3% ‐ 11.3% 37 


 Over  96%  of  health  plans  offer  mail 
order  service  for  maintenance 
medications,  but  only  about  19% 
mandate the use of mail order38 


 Forty‐one  percent  of  health  plans  use 
pharmacists  counseling  to  improve 
utilization  and  control  pharmacy  cost 
while  only  25  percent  use  co‐payment 
waiver or reduction 39 


 PBMs will not guarantee on a dollar‐for‐
dollar basis mail order promised savings 
because savings are seldom achieved 


 


                                                           


36 Comparison of Mail-Order With Community Pharmacy in Plan 
Sponsor Cost and Member Cost in Two Large Pharmacy Benefit 
Plans; Michael Johnsrud, PhD, RPh; Kenneth A. Lawson, PhD, 
RPh; and Marvin D. Shepherd, PhD, RPh; J Manag Care Pharm. 
2007;13(2):122-34 2005;45:336-343JohnsrudM, Lawson KA, 
Shepherd MD 
37 Comparison of mail-order with community pharmacy in plan 
sponsor cost and member cost in two large pharmacy benefit 
plans. J Manage Care Phar 2007;13:122-134 
38 201- 2011Prescription Drug Benefit Cost and Plan Design 
Report, Executive Summary pp3. Pharmacy Benefit Management 
Institute, LP 
39 201- 2011Prescription Drug Benefit Cost and Plan Design 
Report, Executive Summary pp3. Pharmacy Benefit Management 
Institute, LP 
 


 Year‐over‐year mail order growth as a 
percentage of total prescriptions 
remains flat to negative because 
patients prefer retail channel40


 
40 Atlantic Information Systems Mail Order Penetration Q12011 
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Comparison of Mail‐Order With 
Community Pharmacy in Plan 


Sponsor Cost
and Member Cost in Two Large 


Pharmacy Benefit Plans


Michael Johnsrud, PhD, RPh; Kenneth A. 
Lawson, PhD, RPh; and Marvin D. Shepherd, 


PhD, RPh
J Manag Care Pharm. 2007;13(2):122‐34


OBJECTIVES
To determine the difference between mail‐order and 
community pharmacy:


Payment (cost) per day of drug therapy for the 
plan sponsor and for the member for the highest 
expenditure therapeutic classes,
Generic dispensing ratios for all drugs and for a 
comparative market basket of drugs
Cost per unit for the top 20 generic drugs 
dispensed through the mail‐order channel


RESULTS: 
When comparing the cost per day for the top 
therapeutic categories, the authors found the plan 
sponsor cost was higher for mail‐order than for the 
community pharmacy channel for approximately
half of the top therapeutic categories. 


For all claims, the generic dispensing ratios were 
lower in the mail‐order channel than in the 
community pharmacy channel (37.7% vs. 49.0% for 
Plan A and 34.7% vs. 45.0% for Plan B). 







Study examines trends in the use of and
payments for drug products between mail‐
order and community pharmacy channels in
2 publicly funded pharmacy benefit
programs in Texas. Important to conduct
such analyses because of the lack of
published studies investigating the impact
of PBM‐owned mail‐order plans on drug use
and ultimately, on drug expenditures


A summary of the study findings and 
their implications follow below.


Widespread perception of lower prices via mail‐order versus community pharmacy has contributed to 
the growth of mail‐order pharmacy use despite a lack of evidence of cost savings for pharmacy benefit 
sponsors.
Demonstrates that the mail‐order distribution channel can have higher net sponsor costs in a pharmacy 
benefit plan
Generic dispensing ratios are lower in mail‐order than in community pharmacy
Using a methodology that estimated the average price per unit and per day of drug therapy for mail‐
order prescriptions had they been dispensed instead by community pharmacies, one plan sponsor 
experienced a small financial benefit from mail‐order pharmacy while another plan sponsor experienced 
a slightly higher cost.
Differences in pricing of generic drugs between mail‐order and community pharmacy appear to 
contribute to higher unit costs for generic drugs via mail order.







Comparison of costs of community 
and mail service pharmacy.


Carroll NV, Brusilovsky I, York B, Oscar R.


J Am Pharm Assoc (2003). 2005 May‐Jun;45(3):336‐43


OBJECTIVE:
To compare the costs of prescriptions dispensed through
mail service and community pharmacies to quantify the
comparative costs of the two types of pharmacies.


PATIENTS: 
Approximately 100,000 members of the health plan.
Intervention: The plan used a small pharmacy benefits
manager (PBM) and a mail service pharmacy that was not
owned by a major PBM, a three‐tier benefit design, and
specified that patients could get a 90‐day supply through
mail service for the equivalent of two 30‐day community
pharmacy copayments.


RESULTS:
Total costs to the health plan were $4,726,637 through 
mail 
Total of $4,417,733 at community pharmacies.
Member costs were $1,674,987 through mail 
$2,484,519 at community pharmacies.


CONCLUSION: 
Compared with community pharmacies, the mail 
service pharmacy was less expensive overall, less 
expensive for patients, but more expensive to the 
health plan. 
From the health plan's perspective, the loss of 
copayments in the mail service benefit was greater 
than the savings on ingredient costs and dispensing 
fees.







Clarity


R etail M ail O rder V ariance


Ingredient C ost 6,633,170$    6 ,401,624$    231,546$    
(Pharm acy) D ispensing Fees 269,082$       -$                   269,082$    
Total C ost 6,902,252$    6 ,401,624$    500,628$    


Less M em ber C o-Pays 2,484,519$    1 ,674,987$    809,532$    
A dditional C ost to P lan 4,417,733$    4 ,726,637$    (308,904)$   + 7%


Carroll Study of 2 vs. 3 co‐pay plan design 
for 90‐day supply
44,847 scripts from non‐captive mail‐order 
pharmacies


Summary


Pharmacies lose $269,082 in dispensing fees + Rx margins + rebates


Payor pays 7% ($308,904) greater costs


PBM gets “control” of $6.4 million in new ingredient cash flow


Members save $809,532 at the expense of payor and pharmacies







A comparison of mail‐service and 
retail community


pharmacy claims in 5 prescription 
benefit plans


Bartholomew E. Clark, Ph.D., Mark V. Siracuse, 
PharmD, Ph.D.,


Robert I. Garis, M.B.A., Ph.D.


OBJECTIVE:
To present a comparative analysis of mail‐service and 
community pharmacy service drug benefit costs for 5 
employer‐sponsored prescription drug benefit plans.


Methods: 
A cross‐sectional comparison of 17,725 matched 
transaction pairs of community and mail service
prescriptions from a data set comprised 484,987 
prescription claims from a convenience sample of 5
employer‐sponsored prescription benefit plans. 
Differences between community pharmacy and mail‐
service prescription transactions were examined at the 
per‐unit level of analysis for drug ingredient costs,
dispensing fees, co‐payments, dollar amounts paid by plan 
sponsor, and total dollar amounts.


RESULTS:
Two of 5 plans had co‐payment incentives to use mail‐
service, yet plan sponsors paid more for mail‐service drugs; 
respectively, 4.5% and 8.3% more overall, 25.0% and 21.4% 
more for generic medications; and 3.0% and 7.0% more for 
brand name medications


CONCLUSION: 
Co‐payment incentives to use mail‐service pharmacies 
instead of community pharmacies were associated with 
higher mail‐service utilization rates and with higher costs to 
plan sponsors. Absence of a co‐payment incentive to use 
mail‐service pharmacies was associated with lower mail‐
service utilization rates and with lower costs to plan 
sponsors.







Revealed preference for
community and mail service


pharmacy
Joshua N. Liberman, Yun Wang, David S. 


Hutchins, Julie Slezak,
and Will H. Shrank 


OBJECTIVE:
To determine revealed pharmacy preference and 
predictors among patients enrolled in a pharmacy benefit 
that offered a 90‐day supply of prescriptions via mail 
service and community pharmacy channels, with no 
differences in out‐of pocket costs.


Patients: 
324,968 commercially insured participants enrolled in 
plans that required use of mail service pharmacy for 
maintenance medications.


RESULTS:
In the first 4 months of the benefit design, 31.8% of
participants previously mandated to use mail service
pharmacy elected to fill 90‐day prescriptions at community
pharmacies. Selection of community pharmacy ranged from
a low of 23.7% (previous mail service pharmacy users) to
66.3% (previous community pharmacy users). Among those
initiating therapy, 44.3% selected community pharmacy
for their new prescriptions, and among those with no
previous mail use, 68% selected community pharmacy for
new prescriptions. Preference for community/mail service
pharmacy was dependent on numerous characteristics,
including age, gender, household income, region, driving
distance (time), and concomitant medication use.


CONCLUSION: 
Patient behavior indicates that certain patients prefer to 
access prescription medications via mail service and others 
through community pharmacy channels. Restrictive benefit 
designs that incentivize patients to use less preferable
pharmacy channels may adversely affect patient 
convenience, which could have the unintended 
consequence of reducing medication use and adherence.







Modes of Delivery for 
Interventions to


Improve Cardiovascular 
Medication Adherence 


Sarah L. Cutrona, MD, MPH; Niteesh K. Choudhry, 
MD, PhD; Michael A. Fischer, MD, MPH;


Amber Servi, BA; Joshua N. Liberman, PhD; Troyen A. 
Brennan, MD, JD; and William H. Shrank, MD, MSHS 


OBJECTIVE:
To determine the optimal modes of
delivery for interventions to improve adherence to
cardiovascular medications..


Methods: 
We conducted systematic searches of English‐language, 
peer‐reviewed publications in MEDLINE and EMBASE, 
1966 through December 31, 2008. We selected 
randomized controlled trials of interventions to improve 
adherence to medications for preventing or treating 
cardiovascular disease or diabetes. Articles were classified 
based on mode of delivery of the main intervention as (1)
person‐independent interventions (mailed, faxed,
or hand distributed; or delivered via electronic interface)
or (2) person‐dependent interventions (non automated
phone calls, in‐person interventions).


RESULTS:
We identified 6550 articles. Of these, 168 were reviewed in 
full and 51 met inclusion criteria.
Among person‐independent interventions (56% successful), 
electronic interventions were most successful (67%). Among 
person‐dependent interventions (52% successful), phone 
calls showed low success rates (38%). In‐person 
interventions at hospital discharge were more effective 
(67%) than clinic interventions (47%). In‐person pharmacist
interventions were effective when held in a pharmacy
(83% successful), but were less effective, driving distance 
(time), and concomitant medication use.


CONCLUSION: 
Future medication adherence studies should explore new 
electronic approaches and in‐person interventions at the 
site of medication distribution. Identifying times of 
increased patient receptivity to the adherence message such 
as hospital discharge also will be important.
(Am J Manag Care. 2010;16(12):929‐942)
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Retail v. Mail Cost Comparison


Cost Elements Retail Mail Variance


NDC or UPC 55111-0198-30 63739-0436-10 Different NDC = Different AWP


Ingredient Cost AWP Per Unit $2.80433 $3.52500 ($0.72)


Minus % Discount Off AWP 66.50% 70.00% -0.035


Ingredient Discount in Dollars Per Unit 1.86 2.47 ($0.60)


Net Ingredient Price Per Unit 0.94 1.06 ($0.12)


Dispensing Fee Per Unit 0.12 0.00 $0.12


Total Ingredient & Dispensing Cost Per Unit 1.06 1.06 $0.00


Less Member Co-Pays Per Unit 0.17 0.11 $0.06


Net Cost to Plan Per Unit 0.89 0.95 ($0.05)


Plus Average Wastage Per Unit 0.01 0.04 ($0.03)


Total Unit Cost to Plan 0.90 0.98 ($0.08)


Simvastatin


Tablet


10 mg


Quantity : 90


MAIL ORDER IS NOT FOR EVERYONE!
In fact mail order is probably not for you if:
Pricing transparency is important to your health plan


• Average Wholesale Price (AWP) is the basis for all mail discounts


• AWP is not the same as the Manufacturer’s Suggest Retail Price (MSRP) for a new 


car


• In fact, it is more like the price for a used car – the used car dealer knows the true 


cost of the car but he’ll never use that as the basis of any discounts to the buyer


• AWP can be virtually any price that the mail order pharmacy decides


• A practice known as “repackaging” allows mail order pharmacies to literally 


“repackage”  a drug, make up  a new National Drug Code (NDC) and create a new 


AWP that will cost your health plan more


• Many health plans have discovered that they are getting a higher discount off a 


higher AWP


You’re a patient that must take daily multiple medications for chronic conditions


• Adherence counseling is done by pharmacists to insure that patients are taking 


medications as directed by their doctors.


• Non-adherence is estimated to cost the U.S. health systems between $290B - 


$305B annually and studies have proven that retail pharmacists are 2 to 3 times 


better at adherence counseling – in fact, they are simply the best – nurses come in 


second.


• Most non-adherence costs occur from additional medical treatments – including 


emergency room visits and hospital stays. This is serious business – life and death in 


some cases


• Patient taking multiple medications for chronic conditions are at higher risk for non-


adherence.  There is no substitute for in-store face-to-face counseling by 


pharmacists. Bear in mind that in 2010, doctor office visits declined by 4.2 M in 2010 


– mostly owning to economic considerations.  


• Pharmacist consultations remain a real health care bargain – literally costing only 


pennies per pill in most cases.


If you’re a consumer who believes that competition for your business drives lower 


cost and better service


• If your out-of-state mail order pharmacy – the pill dispensing factory that thinks of 


you more as a prescription than a patient – is  providing bad service such as leaving 


temperature sensitive drugs sitting in a steamy mail box on a hot July day, or your 


prescription is late because you didn’t fill out the mail order paperwork correctly or 


the medication that your doctor took you off six months ago is still being delivered to 


you like clockwork – well, no doubt you’re going to change pharmacies soon.  Wrong!  


You’re stuck!


• Mail order pharmacies are known as “captive” pharmacies.  The pharmacies are not 


the captives but rather its patients.  Patient can’t change mail order pharmacies no 


matter how poor the service – only the member’s health plan can.  Everyone in the 


plan has to change or no one can.
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 Generic Medicines Saved U.S. Health Care System $139.6 Billion in 2009;  
$824 Billion Saved over the Last Decade 


 
WASHINGTON, D.C., JULY 26, 2010 –  A new study released today of prescription drugs use in the U.S. found 
that dispensing generic versions of brand name drugs saved the American health care system more than $824 
billion over the past decade, and $139.6 billion in 2009 alone.  IMS Health, the world’s leading provider of 
market intelligence to the pharmaceutical and health care industries, was commissioned by the Generic 
Pharmaceutical Association (GPhA) to provide and analyze brand and generic prescription drug sales data for 
the 10-year period 2000-2009.   
 
“Generic pharmaceuticals continue to be one of the best buys in health care,” said Paul Bisaro, Chairman of 
GPhA’s Board of Directors.  “While prices for name brand prescriptions continue to rise year after year, 
generic prices have remained generally unchanged and in some cases have even declined as more competition 
enters the market.  It is clear from the IMS analysis that increasing access to generics would significantly 
reduce the nation’s overall health care bill,” Mr. Bisaro said. 
 
This new study builds on the historic study released in May 2009 showing that the use of generic drugs saved 
the U.S. health care system nearly three-quarters of a trillion dollars over the decade 1999-2008. The new 
analysis is especially important this year because it further documents the correlation between increased 
savings and greater use of generic pharmaceuticals – a reality that cannot be overlooked as regulators 
implement new health care reform laws and Congress continues its pursuit of savings in health care spending.  
 
“This new analysis shows beyond a doubt that generic use is a proven way of bending the health cost curve 
downward.  Policies that encourage greater use of generic medicines can help States afford the cost of 
implementing expanded Medicaid coverage under new health care reform laws.  In fact, data from the Centers 
for Medicare and Medicaid Services show that each two percentage point increase in generic use in Medicaid 
saves the system an additional $1 billion annually,” Mr. Bisaro noted.  
 
“Too many families across the country are faced with the decision of whether to put food on the table or pay 
for their medication,” said Senator Debbie Stabenow (D-MI). “This study confirms what we already know—
generic drugs will lower health care costs for families. I was pleased to author a provision in the new health 
care law to give seniors enrolled in Medicare Part D more opportunities to sample affordable, generic drugs 
free of charge. I will continue fighting to give consumers more access to safe and effective generic drugs.” 
 
Among the insights provided by the new IMS analysis are: 
  


 newer generics are driving system-wide savings; generics approved by the FDA since 2000 produced 
$263 billion, or about one-third, of the total $824 billion in savings;  


 
 treatments in the therapeutic categories of metabolism, cardiovascular and central nervous system 


(CNS) experienced the highest growth in savings, 2009 over 2008;  
  


-‐-‐more-‐-‐ 
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 savings generated by the use of generic CNS drugs soared 20 percent in 2009 to $49.1 billion, up from 


$40.9 billion in 2008;  
 


 savings from generic cardiovascular drugs jumped 14 percent to $37.3 billion in 2009, up from $32.7 
billion in 2008;  


 
 in 2009, the utilization of generics in the three therapeutic categories of CNS, cardiovascular and 


metabolism accounted for about three-fourths of the total $139.6 billion in savings.  
 
GPhA noted that the study is predictive of the greater savings that could be achieved in future years through 
the implementation of initiatives to:  
 


1. increase funding of FDA’s Office of Generic Drugs (OGD) to ensure the timely review and approval 
of new generic pharmaceuticals;  


 
2. eliminate “evergreening” of biologic drug patents to facilitate access to more affordable generic 


versions of lifesaving biologic medicines; and  
 


3. ensure access to affordable generics by continuing to allow generic manufacturers to settle patent 
challenges, bringing generics to market sooner and generating additional savings for American 
consumers.  


 
“Millions of Americans suffer from diseases—like cancer, Alzheimer’s, arthritis, and multiple sclerosis—that 
require the use of expensive biologic drugs to treat. We all know that generic drugs can help Americans save 
money at the pharmacy counter. But what today’s report from IMS Health makes crystal-clear is that generic 
drugs have saved the U.S. healthcare system billions of dollars each year. If we were able to offer generic 
alternatives to expensive biologic drugs, these savings would multiply exponentially. That’s why I’ll continue 
to fight to ensure generic alternatives to biologic drugs are available to consumers as quickly as possible. 
  Patients and taxpayers simply cannot afford needless delays in access to affordable medicines,” said Senator 
Sherrod Brown (D-OH). 
 
GPhA expects generic savings to continue their robust growth in the near term as $89 billion in branded drug 
sales will lose patent protection over the next five years.  Today, three-fourths of all prescriptions dispensed in 
the U.S. are filled using generics, but they account for only 22 percent of the total dollars spent on prescription 
drugs. The growing use of FDA-approved generic medicines demonstrates the safety, effectiveness and 
affordability of these pharmaceutical products.  
 
 


GPhA represents the manufacturers and distributors of finished generic pharmaceuticals, 
manufacturers and distributors of bulk pharmaceutical chemicals, and suppliers of other goods and 
services to the generic industry. Generic pharmaceuticals fill 75 percent of the prescriptions dispensed 
in the U.S. but consume just 22 percent of the total drug spending. Additional information is available at 
gphaonline.org.  
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Mail Order Utilization Up from Year‐Ago Low Point  


Total adjusted annual mail order volume as of first quarter 2011 was 776 million, a 16% increase over the prior year figure of 668 million. However, the increase 
in mail volume lags behind a 20% increase in total Rx volume.  Data from AIS’s quarterly survey of PBMs indicate that mail order growth began declining in 2009 
and reached its lowest point since 2005 in 2010 (DBN 4/30/10, p. 5). Mail order penetration – the percentage of total scripts filled via mail – remained fairly 
stable throughout the recession.  It is currently 21.98% for companies with mail capability, and 16.32% industry‐wide (including companies that don’t offer 
mail). 
 


 


 


 


493
649


745 737 808 802
668


776


0
200
400
600
800


1000


2004 2005 2006 2007 2008 2009 2010 2011


Industry‐wide Volume of Adjusted Mail 
Order Scripts, 2004 ‐ 2011 (Millions)


Selected PBMs by Mail‐Order Volume, With Penetration and Market Share, As of Q12011 


Company 
Rx Via Mail 


Order 
Rx Via Mail Order 


(Adjusted)* 
Mail 


Penetration 


Mail‐
Order 
Market 
Share 


Medco Health Solutions, Inc  109,800,000 309,000,000 32.90%  38.83%
CVS/Caremark  64,200,000 192,600,000 27.01%  24.17%
Express Scripts, Inc.  54,100,000 162,300,000 21.24%  20.37%
Aetna Pharmacy Management  8,294,537 24,883,611 18.97%  3.12%
CIGNA Pharmacy Management  5,400,000 16,200,000 26.17%  2.03%
Catalyst Rx  3,097,158 9,291,474 11.21%  1.17%
Prime Therapeutics LLC  2,609,440 7,828,320 8.58%  0.98%
Health Trans  1,950,000 5,850,000 5.23%  0.73%
National Pharmaceutical Services  1,095,000 3,285,000 25.68%  0.41%
SXC Health Solutions, Inc./Informed Rx  911,721 2,735,163 10.20%  0.34%
SOURCE/METHODOLOGY: AIS’s quarterly survey of PBMs and related companies, conducted for DNB.
*Mail‐order prescriptions are multiplied by three to adjust for the fact that they are typically filled in a three‐month quantity vs. a one‐month 
quantity for retail scripts.  Adjusted mail order figures were used for calculating penetration and market share in this analysis. Prescription 
volume figures represent the latest available 12‐month count at the time of the survey.  Market share refers to the percentage of total mail 
order scripts reported on this survey. 
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CVS Caremark 2010 2009 2008 2007


Total 71.5% 68.2% 65.1% 60.1%


Pharmacy Network 72.7% 69.3% 66.2% 61.7%


Mail Order 61.3% 56.5% 54.4% 48.1%


Medco 2010 2009 2008 2007


Total 71.0% 67.5% 64.1% 59.7%


Pharmacy Network 72.7% 69.2% 66.0% 61.7%


Mail Order 61.5% 57.8% 55.0% 50.0%


Express Scripts 2010 2009 2008 2007


Total 71.6% 68.3% 66.1% 61.8%


Pharmacy Network 72.7% 69.6% 67.3% 63.2%


Mail Order 60.2% 57.7% 56.6% 50.5%


Source: SEC Filings of CVS Caremark, Medco, ESI








Community Pharmacies Reducing Costs through Generic Drug Use; Mail Order 
Pharmacies Continue to Lag Behind 


 
By Zachary French 
 
Local pharmacists are consistently cutting costs for patients, employers and other health plan 
sponsors by maximizing the use of less-expensive generic drugs, where appropriate. By contrast, 
mail order pharmacies owned by major pharmacy benefit managers (PBMs) dispense generics 10 
to 13 percent less frequently, according to their own data. New PBM arguments to explain away 
that gap simply don’t add up. 
 
Specifically, the big PBMs’ trade group recently asserted that the reason for this discrepancy is 
that mail order pharmacies dispense maintenance medications that often have no generic 
alternatives, such as drugs that control patients' cholesterol. To support this, they pointed to two 
pre-2006 studies. These studies might have had some relevance in 2005, but changes to the 
prescription drug market since then have largely invalidated such a rationalization today. 
 
In 2006, simvastatin, a generic alternative to the brand drug Zocor that controls cholesterol 
levels, logged in with just 14 million prescriptions according to IMS. 2010 saw 94 million 
prescriptions of simvastatin; in fact, it was number two on the list of most highly utilized drugs. 
Lipitor, a brand name competitor lagged far behind in total 2010 prescriptions at just 45 million. 
 
Beyond cholesterol drugs, total generic market share has risen significantly over the last 5 years, 
according to IMS: 
 


• In 2006, the generic market share was just 63 percent; in 2010, it is 78 percent 
• The prescription drug market available for generic substitution rose from just 70 percent 


in 2006 to 84 percent in 2010 
• Twenty-two of the top 25 most-prescribed products in 2010 are generics, versus three 


brand drugs 
• Within six months of brand patent loss, patients received the generic form of the drug 80 


percent of the time in 2010. This compares to just 55 percent in 2006 
• For patients starting therapy for chronic conditions in 2010, 3.2 million more patients 


started their therapy with a generic while 6.6 million fewer patients started therapy with a 
brand 


 
Does this sound like we are living in a world where generic alternatives to brand name 
maintenance medications are scarce?  
 
Despite these trends, the difference between community pharmacy and mail order pharmacy 
generic dispensing rates remain virtually unchanged. Year after year, from 2007 to 2010, 
community pharmacies dispensed generics 10 to 13 percent more often than mail order. 
 
For patients, employers and health plans, that difference adds up quickly. For example, 
IMS Health concluded that every two percent increase in generic utilization in Medicaid 
programs saves taxpayers an additional $1 billion annually.  



http://ncpanet.wordpress.com/contributors/#french

http://ncpanet.wordpress.com/2010/11/12/community-pharmacists-leading-the-way-on-generic-drug-utilization-while-pbms-addicted-to-brand-name-rebates/





 


The most obvious explanation for this gap is the big PBMs’ pursuit of brand name manufacturer 
rebates. Industry analyst Linda Cahn has argued in Managed Care Magazine that PBMs also reap 
huge brand drug rebates by manipulating brand and generic drug definitions: “…when it is in 
PBMs’ interests to classify more drugs as generics, they magically recharacterize the drugs as 
generics. For example, PBMs wanting to make their generic substitution rate appear greater 
reclassify drugs that they invoiced as brands as generics when calculating the number of generic 
drugs dispensed. Similarly, if a contract calls for a PBM to pay a specified rebate ‘per brand 
drug claim,’ it can reclassify drugs that were invoiced as brands as generics for the purpose of 
calculating rebates…” 
 


In fact, the major PBMs have paid out $370 million in recent years to settle allegations of 
deceptive conduct and fraud. Further, the common practice of cost shifting 33 percent of the 
patients' cost sharing responsibility for 90-day supplies of brand drugs back to the health plans 
reduces the financial motivation for mail order patients to move away from expensive brand 
drugs.  
 
 
Clearly, community pharmacies have established a generic dispensing rate that is the “gold 
standard” for the industry. In 2010, retail pharmacies dispensed generics 72.7 percent of the time 
while the Big 3 PBMs’ mail order dispensing facilities had generic dispensing rates of 60.5 to 
61.5 percent.   
 



http://pharmacybenefitconsultants.com/about-us/who-we-are/

http://www.managedcaremag.com/archives/1009/1009.cahn_generic.html






 
Pharmacy Benefit Managers:  Mail Order Services 101  


Pharmacy Benefit Managers (PBMs) own automated dispensing facilities that fill and ship prescriptions requiring 
90‐day supplies.  The PBMs refer to them as “mail order pharmacies,” however, these closed‐environment, 
robotics‐driven assembly lines don’t deliver the patient benefits of a traditional pharmacy.  Face‐to‐face 
consultation between a pharmacist and patient, the most effective type of intervention to ensure that patients 
adhere to their prescribed medication regime and are counseled about possible negative side effects, is replaced 
with patient email and calls to 1‐800 numbers to seek assistance from out‐of‐state corporate pharmacists.   


PBMs “hard sell” health plans on implementing complex schemes to require a “mandate” that all patients on 
maintenance medications exclusively use PBM‐owned dispensing facilities.  They promise outrageous savings – 
and since these promised savings are never backed up with a dollar‐for‐dollar guarantee – the health plans 
discover that the PBMs have over‐promised and under‐delivered on savings ‐ and in many cases, on patient 
service and care.  A closer look at the mail order equation demonstrates that the numbers don’t add up. 


The Mandated Mail Service Equation  How It Adds Up For Patients & Health Plans 


PBM + Mandated Mail = No 
Accountability to the Patient  


No patient can “fire” their PBM‐owned mail service. Once you’re in – you are locked 
in.   The patient  is “captive”  to a single PBM‐owned mail service – no matter how 
poorly  it  performs.  Patients  have  reported  numerous  delivery  issues  that  have 
caused patients to be unable to take medications that are vital to their health and 
well‐being  including  delays  in  receiving medications,  temperature‐sensitive  drugs 
being  left outside or on delivery  trucks, drugs  lost  in  transit, medication switching 
and even the wrong drugs being shipped 
  


PBM +Profit = Less Patient 
Interest  


When  given  a  choice,  83%  of  customers  prefer  to  fill  their  prescription  at  a 
community pharmacy rather than at a so called mail order pharmacy. Clearly, mail 
order  is  not  for  everyone.  This  is why  PBMs  support  “mandates,”  complex  cost‐
shifting schemes to promote the use of PBM‐owned dispensing  facilities and even 
disincentives that penalize patients for using community pharmacies. 


More Brands + More Rebates = 
Less Generics Savings 


 
In 2009, retail pharmacies drove a 69% generic dispensing rate while Medco Health 
Solutions, Inc., Express Scripts, Inc. and CVS Caremark dispensing facilities had GDRs 
under 58%. Coincidentally, PBMs receive billions from drug manufacturers each year 
to increase brand name drug market share. 


 
• Increasing Generic Dispensing Rates (GDR) is the most effective method to 


drive and guarantee savings for both the members and the plans without 
mandating or restricting patient access to care through negative incentives 
and cost‐shifting 


• For every $1 a plan invests in generics, the plan receives $2 in savings 
• According to a new AARP report, the average retail price of the most popular 


brand‐name drugs increased by 8.3 percent in 2009 and by 41.5 percent over 
the past five years 


• In 2009 alone,  the use of FDA‐approved generics  saved $139.6 billion—a 
15% growth over the prior year’s savings—or about $382 million every day. 
 


   


What Solutions Can Address the Most Egregious PBM Mail Order Practices? 


States enactment of legislation requiring PBMs to: 
flicts of interest in PBM service contracts  


ider provision” in 
all PBM mail service contracts  


• Fully disclose to plan sponsors potential con
• Promote lower cost through increased competition by establishing an “any willing prov



http://assets.aarp.org/rgcenter/ppi/health-care/rxpricewatch.pdf






 


Here are the FAQs (frequently asked questions) about Mail 
Service Pharmacies: 


Question 1: Who owns and operates the mail order pharmacies? 


Mail Service Pharmacies are owned and operated by Pharmacy Benefit Managers (PBMs) that 
are selected by your employer to assist with the day-to-day management of your company’s 
pharmacy benefit.   


These companies entered the “mail” pharmacy business to reap windfall profits from filling 
prescriptions for the vital medications that patients like you take on a regular or daily basis 
(usually filled for 90-day supplies) 


Question 2:  Who are these PBMs exactly? 


Medco ®, Express Scripts ® and CVS Caremark ® are the most well-known PBMs and own the 
largest mail service pharmacies. Many of the smaller PBMs don't own mail order pharmacies and 
will "outsource" their mail service prescriptions to the larger PBMs. In these cases, there are at 
least two companies seeking to make a profit from a patient’s prescription. 


Question 3: Do the mail service pharmacies work closely with my community based 
pharmacist? 


No.  The mail service pharmacies usually insist that your Pharmacy Benefit Plan prohibit your 
community based pharmacist from filling prescriptions for the medications you take regularly. 
Their windfall profits depend on having exclusive rights to fill patient prescriptions without 
competition from community pharmacies or other mail services 


Question 4: Where are these mail service pharmacies located and how do I get advice or get 
my questions answered if I can’t work with my community pharmacist? 


For the overwhelming majority of patients, mail service pharmacies are out-of-state operations. 
These are not traditional pharmacies.  They look more like a factory with multiple machine-
operated assembly lines that fill orders across 2-3 work shifts. If you have a concern, problem or 
question, you can send an email or call a 1-800 number to speak with an out-of state corporate 
pharmacist. In most cases, you’ll get a different corporate pharmacist each time you call. 


Question 5: Do these mail service “factories” ever make mistakes filling prescriptions? 


All factories make mistakes – that’s why there are recalls for automobiles and other products.  
Patients that have been forced to purchase their medications from out-of-state pharmacies have 
reported delays in receiving their medications, temperature-sensitive drugs being left outside, 
drugs lost in transit, medication switching and even the wrong drug being shipped. This has 
caused patients to be unable to take medications that are vital to their health and well-being. 


 


 







 
Question 6: Why can’t my community pharmacist fill the prescriptions for the medications I 
take regularly and deliver them to my home? 


In most cases, your local pharmacist can - if the mail service pharmacies haven’t convinced your 
pharmacy benefit plan to prohibit it or contractually limited your pharmacist from doing so.  


Question 7: Why is my pharmacy benefit plan suggesting that I use the mail service 
pharmacies? 


Survey after survey has confirmed that the overwhelming majority of patients prefer to obtain 
their medications from a local pharmacy.  The mail service pharmacies are aware of this 
preference, so, they “hard sell” pharmacy benefit plans on prohibiting the use of community 
pharmacies.  They even go so far as a to slightly reduce the co-payment to incent the use of their 
out-of-state pharmacies,  Additionally, the PBMs promise significant savings to your pharmacy 
benefit plan that are never guaranteed and are seldom delivered..   


Question 8: How can I avoid using the out-of-state mail service pharmacies? 


Express your concern by writing or calling the appropriate person in your HR department or at 
your plan sponsor.  Contact other plan members and ask them to express their concern as well. 
They will appreciate your input. Bear in mind, that once you’re enrolled in with the PBM-owned 
mail order pharmacy, you a virtual “captive” patient.  No matter how poor the service or the care, 
you can’t discontinue the use of mail order.  The best way to avoid this captivity is to vigorously 
voice your concerns up front. 








 • More detailed information on member behavior during drug and/or dose 
switching is necessary to fully evaluate waste. For example, during dose 
increases and decreases, members may use up their remainder of drug supply 
before starting a new dose, and waste would be overestimated.


 • The current study did not include waste associated with discontinuation  
which may be a considerable amount of waste. Data was only analyzed for 
statins, and switches to other cholesterol lowering medication classes  
(e.g., fibrates, niacin) were not considered. Discontinuation or switching  
could result in under-estimating waste.


 • Pharmacy claims are intended for administrative and payment information 
purposes and as such may contain data with potential inaccuracies including 
false-negative or false-positive information.


 • Our pharmacy data was limited to a commercial population in one specific 
geographical region (the South) that may not represent commercial 
populations in other geographical regions.


 • The differences in cost between dispensing channels in this analysis focused 
on the dispensing fee and waste cost. Each unique claim total ingredient cost 
was not included in the analysis.


 • Selection bias may be present between members in 30-day versus 90-day 
channels. Members may opt for the retail 30-day channel if they believe they 
may be changing therapy in the near future. Cost-savings in 90-day channels 
may be overestimated as a result of this potential bias.


Limitations


 • Among statin utilizers followed for one year, statin claims filled via 90 DS were 
associated with significantly more waste than 30 DS. However, the statin waste 
amount difference was modest at less than three days over one year.


 • Despite a greater amount of waste associated with 90 DS, the cost analysis 
showed pharmacy expenditures (including dispensing fee and drug waste cost) 
were approximately $16 lower per member utilizing 90 DS, with mail 90 being 
the least expensive channel.


 • Our results were similar to prior studies which found more waste associated 
with 90 DS than 30 DS, and there was a cost-savings when filling 90 DS 
compared to 30 DS because the savings from the dispensing fee outweighed 
the additional cost from drug waste.


 • Further research is needed to validate these findings. Waste investigation in 
other drug classes is necessary.
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 • Antihyperlipidemics accounted for 8% of all pharmacy expenditures 
during 2010 for Prime’s 9 million commercially insured members, 
and the total paid per member per month (PMPM) was $5.14 with 
statins comprising greater than 75% of claims.1


 • As medication prices continue to rise faster than inflation2, one 
method to control pharmacy benefit costs is for health plans and 
pharmacy benefit managers to offer 90-day supply (DS) (three-month 
supply) coverage which reduces costs via a decrease in dispensing 
fees and potentially increases adherence.3 However, a concern with 
90-day supplies is an increased potential for medication waste.


 • To our knowledge, three studies have assessed drug waste of 
three-month supplies:3-5 


1. San Diego Veterans Affairs (VA) (1999 data) surveyed members and 
analyzed pharmacy claims (acquisition cost ≤ $1.50 per day) with a 
90-day supply and found 4.9% of 346 unique 90-day claims were 
associated with waste at a waste cost of $2.25 per 90-day claim. 
The authors simulated the cost to have dispensed three 30 DS 
claims instead of one 90 DS claim and found a $6.17 savings due to 
decreased dispensing fees associated with filling 90 DS claims.3


2. Chicago VA (2000 data) analyzed 16,990 simvastatin and 
lovastatin claims dispensed as a 90 or 30 DS. Waste was present 
in 15.0% of 90 DS claims with an average of 5.3 days waste per 
claim and 14.3% of 30 DS claims with an average of 1.1 days 
waste per claim. When factoring in dispensing fees and waste, a 
90 DS claim was associated with a $2.45 savings per 90 DS.4


3. Over 3 million pharmacy claims during 1999 to 2000 from  
North Carolina Medicaid dispensed as a 100 DS were analyzed to 
simulate the financial impact of a policy change to a mandatory 
34 DS. Among six different chronic disease drug classes, waste 
was found in 0.8% to 9.4% of 100 DS claims. The simulation found 
34 DS claims had lower waste but were more expensive due to 
dispensing fees.5


 • These three studies are limited in their generalizability because 
data are from the VA or Medicaid, and they do not comprehensively 
assess the predominate three dispensing channels and supplies of 
retail 30 DS, retail 90 DS and mail 90 DS available to a commercially 
insured population. Therefore, further analyses are required to 
compare waste and costs by dispensing channel. 


Background


 • To quantify and compare statin waste and costs via the dispensing 
channels: retail 30 DS, retail 90 DS, and mail 90 DS. 


Objective


 • Members continuously enrolled from 2Q2008 
to 2Q2010 with a statin or statin combination 
drug claim during 2Q2009 (index claim) 
were identified from a 2.2 million member 
commercially insured population. 


 • Statin claims were categorized into the 
following dispensing channels: retail 30, 
retail 90 or mail 90. 


 • Inclusion criteria for the dispensing  
channels included: 


 → Retail 30: claims with DS ≤ 60


 → Retail 90: claims with DS ≥ 61


 → Mail 90: claims with DS ≥ 61 and filled  
at a mail order facility


 • Members and their claims were excluded if 
they had multiple statin claims with the same 


date of service or if there was presence of 
outlier statin claims (retail 90 or mail 90 claim 
with a DS > 102 days, quantity dispensed > 180, 
or quantity dispensed/DS > 3). 


 • An end date for each claim was defined as 
date of service plus DS. 


 • Each member’s statin claims were followed for 
365 days post index claim (Figure 1). 


 • Waste was defined as the presence of an 
overlapping DS of a different statin, or a new 
tablet strength of the same statin.3–5


 • Average days waste per claim within a 
dispensing channel was calculated. Channel 
differences were assessed using student’s 
t-test for continuous variables and chi-square 
for categorical variables.


 • The unit cost (ingredient cost) was determined 
using Prime’s book of business claims data 
during 2Q2009 to 2Q2010 for each unique 
statin actual ingredient cost per unit and 
reflects the brand and generic drug mix.


 • For estimating annual waste cost, the statin 
unit cost was multiplied by the annualized 
days waste for a completely adherent 
individual using a single dispensing channel.


 • The dispensing fee used for retail 90 and 
mail 90 was $0. The dispensing fee used for 
retail 30 was the 2009 brand retail dispensing 
fee from Pharmacy Benefit Management 
Institute 2010–2011 Prescription Drug Benefit 
Cost and Plan Design Report.7


Methods


 • 8.7% (52,680/603,775) of  continuously 
enrolled members had a statin claim 
during 2Q2009:


 → 704 (1.3%) members were excluded for 
having multiple statin claims on the same 
date of service


 → 715 (1.4%) members were excluded due  
to outlier claims


 • The population consisted of 51,261 members:


 → Members’ average statin supply was  
275 days during the 365 day follow-up 
period and 1.88 days of statin waste


 → 3,996 (7.8%) of 51,261 members had  
at least one day of waste, and among 
these members, their average days  
waste was 24


 • 86.6% (44,411/51,261) of members used one 
dispensing channel; 13.4% (6,850/51,261) of 
members used multiple dispensing channels:


 → 66.2% (33,940/51,261) of members only 
used the retail 30 channel


 → 8.5% (4,337/51,261) of members only  
used the retail 90 channel


 → 12.0% (6,134/51,261) of members only 
used the mail 90 channel


 • The 51,261 members had 387,973 statin 
claims during the 365 day follow-up:


 → 85.4% (331,479/387,973) of claims  
were from the retail 30 channel


 → 6.9% (26,835/387,973) of claims  
were from the retail 90 channel


 → 7.6% (29,659/387,973) of claims  
were from the mail 90 channel


Waste Per Claim (Table 1)
 • The prevalence of retail 90 claims with at 


least one day of waste was 2.5% (669/26,835) 
which was significantly higher than mail 90 
at 2.2% (638/29,659) or retail 30 at 1.1% 
(3,725/331,479):


 → Among the claims (n = 5,032) with waste, 
the waste per claim was significantly 
lower (p < 0.001) in the retail 30 channel 
(12.40 days waste) compared to 
retail 90 (38.70 days waste) or mail 90 
(35.93 days waste)


 • The cumulative sum of days waste for all 
retail 90 claims was 1.1% and was significantly 
higher (p < 0.001) than retail 30 at 0.46% or 
mail 90 at 0.9%.


 • Retail 90 claims average of 1.01 days waste 
per claim was significantly (p < 0.001) higher 
than the retail 30 at 0.14 days waste per claim 
or mail 90 at 0.77 days waste per claim.


Annualized Waste and Cost (Table 2)
 • 1.68 days waste via retail 30 DS channel (0.14 


days waste per claim x 12 claims = 1.68 days) 
at a cost of $2.37 per year (1.68 days x $1.41 
statin cost per day).


 • 4.04 days waste via retail 90 DS channel (1.01 
days waste per claim x 4 claims = 4.04 days) 
at a cost of $5.70 per year (4.04 days x $1.41 
statin cost per day).


 • 3.08 days waste via mail 90 DS channel (0.77 
days waste per claim x 4 claims = 3.08 days) 
at a cost of $4.34 per year (3.08 days x $1.41 
cost per day).


Annual Additional Cost in Excess of 
Ingredient Cost Per Statin Utilizing Member 
(Table 2)


 • Retail 30: $2.37 statin waste + ($1.57 
dispensing fee x 12) = $21.21 additional cost.


 • Retail 90: $5.70 statin waste + ($0 dispensing 
fee x 4) = $5.70 additional cost.


 • Mail 90: $4.34 statin waste + ($0 dispensing 
fee x 4) = $4.34 additional cost.


 • Per statin utilizing member, annual savings was 
similar when comparing a 90-day dispensing 
channel to the 30-day dispensing channel; 
retail 90 ($15.51 savings), mail 90 ($16.87 
savings), and the difference between mail 90 
compared to retail 90 was $1.36 savings.


Results


Statin Waste Associated with 90-day Supplies Compared to 30-day Supplies


No external funding provided for this researchT. Vuong1, B. Fenrick2, C. I. Starner1, 3, J. Schafer1, B. W. Gunderson1, P. P. Gleason1, 3 1Prime Therapeutics, Eagan, MN; 2Blue Cross and Blue Shield of Florida, Jacksonville, FL; 3University of Minnesota, Minneapolis, MN


Table 2. Annualized Cost 
Comparison Between Channels Dispensing Channels


Dispensing Channel Cost Differences  
Per Utilizing Member (savings)


51,261 statin utilizers followed  
for one year (2Q2009 to 2Q2010) 
with 387,973 statin claims


30-day  
supply retail


90-day  
supply retail


90-day  
supply mail


90-day retail vs.  
30-day retail


90-day mail vs. 
30-day retail


90-day mail vs. 
90-day retail


Statin annual waste cost* 1.68 days waste  
x $1.41 statin cost 


per day = $2.37 


4.04 days waste  
x $1.41 statin cost 


per day = $5.70


3.08 days waste 
x $1.41 statin cost 


per day = $4.34 


$3.33 $1.97 ($1.36)


Dispensing fee cost† $1.57 dispensing 
fee x 12 = $18.84


$0.00 $0.00 ($18.84) ($18.84) $0.00


Total annual additional costs‡ $21.21 $5.70 $4.34 ($15.51) ($16.87) ($1.36)


* Statin cost per day = $1.41 determined using 2Q2009 to 2Q2010 Prime Book of Business claims data for each unique statin actual  
ingredient cost per unit and the 387,973 statin claims drug mix


† 2009 brand retail dispensing fee from Pharmacy Benefit Management Institute 2010–2011 Prescription Drug Benefit Cost and Plan Design Report
‡ Additional costs are waste and dispensing fees


Total claims  
n =387,973


Sum of days waste/ 
Sum of days supply* Claims with waste* (%)


Avg. days waste (SD) 
per claim with waste*


Avg. days waste (SD)  
[95% confidence interval] per claim*


Retail 30-day supply  
n = 331,479 (85.4%)


46,193 (0.46%) of 9,943,084 3,725 (1.1%) of 331,479 12.40 (8.12) 0.14 (1.57) [0.13 to 0.15]


Retail 90-day supply  
n = 26,835 (6.9%)


27,049 (1.1%) of 2,415,461 669 (2.5%) of 26,835 38.70 (25.69) 1.01 (7.44) [0.92 to 1.10]


Mail 90-day supply  
n = 29,659 (7.6%)


22,923 (0.9%) of 2,669,268 638 (2.2%) of 29,659 35.93 (24.58) 0.77 (6.34) [0.70 to 0.85]


SD = standard deviation
*All channels significantly different from each other p < 0.001, chi-square for categorical tests and Student’s t-test for continuous variables


Table 1. Drug Waste by Channel


Figure 2. Waste Analysis Population Identification


1,614,815 members not continuously enrolled


519,431 members continuously enrolled without any statin claim


31,664 members without statin claim in 2Q2009


715 members with outlier* claims
704 members with multiple claims on same date of service


2,218,590 members with any eligibility during 2Q2008 to 2Q2010


603,775 members continuously enrolled during 2Q2008 to 2Q2010


84,344 members continuously enrolled with statin claim at any time


52,680 members with statin claim in 2Q2009


Analysis Population
51,261 members had 387,973 claims** during 365 days follow-up


30-day retail
331,479 claims


90-day retail
26,835 claims


90-day mail 
29,659 claims


* Retail 90 or mail 90 claim with a supply > 102 days, quantity dispensed > 180, or quantity dispensed/DS > 3
** Analysis done at a claims level because members may be in more than one channel during analysis 


Figure 1. Example Calculation of Actual Waste


5/15/2009 5/15/2010
Member example index date


2009 2010 2011


4-month 
follow-up detail


5 DS Simvastatin Wasted


No claims  
after 8/13/2009


30 DS
Crestor


5/15/2009 7/9/2009  to  7/14/2009 8/13/20096/14/2009


30 DS
Simvastatin


365-day 
follow-up for  


waste analysis


30 DS
Simvastatin


2Q2009  
Identification window  
for first statin claim
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Mail-order prescription pricing: a critical examination


By
Robert I. Garis, RP, MBA PhD


Aladdin Mohammed, PharmD (Candidate)
Creighton University School of Pharmacy and Health Professions


The pharmacy benefit manager (PBM) is the company that typically administers the employer’s prescription
benefit. Researchers at the Creighton University Pharmacy School have earned national recognition for
innovative research into the PBM industry. Findings by our research/consulting group suggest the use of
PBM-owned mail order pharmacy may NOT be a “bargain” when compared with community
pharmacy. The tables below contain actual prescription found by our group in corporate benefit plans. The
four employers below varied in size from 2,500 to over 30,000 employees.


How we performed this study: Employers often have some employees in a PBM-owned mail order
program (“mail”) and other employees in a retail pharmacy facility (“community”). For orientation, refer to
the first entry for Employer #1. This employer had at least one person who got Atenolol 50mg tabs #90
from the PBM mail order and at least one person who got Atenolol 50mg tabs #90 from the community
pharmacy. The prices below represent the TOTAL price of each prescription, before either the patient
copayment or the employer payment of the balance. That is, for the first entry, the patient and the member
would pay the total $38 charge in mail-order. Far too many examples show that mail-order prices can
be significantly higher than community pharmacy prices.


Employer 1*
Drug Name & Strength Quantity Mail $ Community $ Saving in Community
Atenolol 50 mg 90 $38 $8 $30
Cyclobenzaprine 10 mg 90 $43 $8 $35
Fluoxetine 20 mg 90 $120 $54 $66
Gemfibrozil 600 mg 180 $112 $39 $73
Naproxen 500 mg 180 $117 $33 $84
Temazepam 30 mg 30 $13 $5 $8
Trazodone 50 mg 90 $19 $6 $13
Verapamil 240 mg 90 $73 $32 $41
Minocycline 100 mg 60 $102 $47 $55


Employer 2*
Drug Name & Strength Quantity Mail $ Community $ Saving in Community
Alprazolam 0.25 mg 90 $31 $10 $21
Atenolol 100 mg 90 $56 $10 $46
Avandia 8 mg 90 $370 $318 $52
Captopril 50 mg 90 $52 $16 $36
Cyclobenzaprine 10 mg 90 $46 $17 $29
Doxycycl Hyc 100 mg 90 $63 $40 $23
Evista 60 mg 90 $177 $159 $18
Fluoxetine 20 mg Cap 90 $120 $56 $64
Fluoxetine 20 mg Tab 90 $126 $86 $40
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Employer 3*
Drug Name & Strength Quantity Mail $ Community $ Saving in Community
Atenolol 25mg 30 $3 $2 $1
Doxazosin 4mg 45 $22 $15 $7
Fluoxetine 20mg 60 $35 $23 $12
Hyoscyamine 0.375mg 30 $17 $8 $9
Klor-Con 10mEq 60 $11 $8 $3
Methylphenidate 10mg 60 $25 $19 $6
Tamoxifen 20mg 30 $61 $35 $26
Timolol 0.5% 10ml $17 $7 $10
Triam/HCTZ 37.5mg/25mg 60 $19 $13 $6


Employer 4*
Drug Name & Strength Quantity Mail $ Community $ Saving in Community
Buspirone 10mg 90 $58 $38 $20
Enalapril 20mg 60 $41 $30 $11
Famotidine 40mg 90 $136 $62 $74
Glipizide 5mg 90 $15 $11 $4
Glyburide 5mg 90 $31 $25 $6
Ibuprofen 800mg 100 $17 $13 $4
Isosorbide Mono. 30mg 90 $45 $22 $23
Metformin 100mg 120 $59 $41 $18
Nortriptyline 50mg 120 $61 $29 $32


*Actual amounts were rounded to protect the anonymity of employers and community pharmacies


Retail versus Mail: Issues to Consider


 Diminished patient medication compliance:
-Patient compliance with their medication schedules may diminish with the use of mail order since there
is no professional consultation to assure correct administration, adverse events monitoring or personal
attention to patient concerns.1,2


 Medication wasting and potential stockpiling prescriptions:
The prescription may be changed soon after the 3 month mail supply has been received. This necessitates
disposal of the old medication—waste of a large amount. Also, a patient may stockpile old Rx’s,
potentially increasing problems of overuse or abuse.3


 Shipping and storage concerns:
Uncontrolled temperatures in transit may render the medication less effective, ineffective or dangerous.4


 Decrease in patient acceptance:
Patients may resent the lack of choices with mandatory mail-order. Additional problems are shipping
delays, and the absence of interpersonal contact with a pharmacist.5,6,7
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Branded drug prices soar 
as generic pressure rises 
By Deena Beasley 
March 23, 2011 
 
LOS ANGELES (Reuters) - U.S. prices for 
brand-name drugs are rising faster than ever 
as patents expire on top-selling medicines 
and the pharmaceutical industry nervously 
eyes the future of healthcare reform. 
Prices for the 15 best-selling drugs rose by 
much higher rates in 2010 than they did in 
each of the last five years, according to 
exclusive data from Thomson Reuters 
MarketScan, which measured the average 
cost of a daily dose as shown in medical 
claims data. 
 


 
 
Two thirds of the drugs saw double-digit 
price hikes, well above inflation of 1.6 
percent in 2010 measured by the consumer 
price index. The analysis indicates drug 
makers are scrambling to make as much 
money as possible from blockbuster drugs 
before their patents expire, while taking 
advantage of the fact that last year's 
healthcare reform bill did not cap drug 
prices. 


According to MarketScan, payments for 
Pfizer Inc's Lipitor rose 11.4 percent last 
year, compared with 5 percent annually 
from 2005 to 2010. That meant the cost of a 
daily dose of the cholesterol drug rose from 
$3.17 at the end of 2009 to $3.53 at the end 
of 2010. Lipitor, which will soon lose patent 
protection, had 2010 global sales of $10.7 
billion. 
 
Drugs with price rises in the mid teens 
included: cholesterol drug Crestor made by 
AstraZeneca Inc; blood-clot preventer 
Plavix sold by Bristol Myers Squibb Co and 
Sanofi-Aventis; and asthma treatment 
Singulair, from Merck & Co. 
AstraZeneca's antipsychotic drug Seroquel 
topped the list with a 16.5 percent price 
jump, according to MarketScan data, which 
is particularly telling since it comes from 
actual payments by insurers, rather than 
manufacturer list prices. 
Insurers often get a discount on the list price 
-- but the fact that they are paying more for 
drugs is likely to push up the premiums they 
charge at a time when healthcare costs are 
already rising much faster than inflation. 
"The price escalation is truly incredible," 
said Judy Cahill executive director the 
Academy of Managed Care Pharmacy, a 
pharmacy trade group. She said that since 
drugs generally make up about 10 percent of 
medical spending, they are often not a top 
priority for cost-cutting. 
IMS Health estimates that $25.4 billion in 
U.S. drug sales are at risk of generic 
competition this year as patents expire on 
iconic brands like Lipitor and Plavix. 
Another $26.1 billion in sales -- about 9 
percent of the $300 billion market -- will 
lose patent protection next year. 
"Because of the increased number of drugs 
going generic, they profit more from the 
brand drugs on the market by increasing 
prices," said Nancy Stalker, vice president 
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for pharmacy services at health plan Blue 
Shield of California. 
Everett Neville, vice president of pharma 
strategy at Express Scripts Inc, which 
manages drug benefit programs for health 
insurers and employers, said drugmakers 
typically raise prices for drugs as they 
approach patent expiration, but "what we 
have seen over the last few years are bigger 
increases for products that are early or mid-
way in their patent cycle." 
Drug manufacturers have an exclusive right 
to sell new products for up to 20 years from 
the date of a U.S. patent filing. Once the 
patent expires, a number of generic copycats 
typically enter the market, driving down 
prices. 
IMS estimates that the U.S. healthcare 
system will reap at least $70 billion in 
savings over the next four years as brand-
name medicines are replaced by lower-cost 
generics. 
But until there is a generic competitor, there 
is very little pushback on the U.S. price of a 
brand-name drug. 
"There are hundreds of (health insurance) 
plans, so each of them individually does not 
have a whole lot of price leverage," said 
Joshua Cohen, professor at the Tufts Center 
for the Study of Drug Development in 
Boston. 
NO PRICE CAPS 
The accelerating price hikes come as a 
surprise to some given that the 
pharmaceutical industry dodged a bullet 
with healthcare reform. The Affordable Care 
Act, dubbed "Obamacare" by some, set no 
limits on drug prices, although the industry 
is on the hook for around $80 billion in 
discounts and taxes over 10 years. 
"Medicare and Obamacare are two reasons 
you are seeing higher rates of branded price 
inflation these days," said Joel Hay, 
professor of pharmaceutical economics and 
policy at the University of Southern 
California. 


Other industry sources said it would make 
more sense to limit drug price inflation 
when healthcare costs are under scrutiny -- 
but the looming patent cliff is forcing 
drugmakers to implement steep increases to 
stem revenue losses. 
The way drugmakers are paid -- and how 
consumers are reimbursed -- may also be 
pushing prices up, experts say. 
Since the 1990s, reimbursement rates have 
been structured to shift usage to the most 
cost-effective medicines. 
"There was a time where payers said that a 
drug is too expensive -- we won't cover it," 
but consumers rebelled at such restrictions, 
said Edgar Arriola, coordinator of the drug 
information center at the University of 
California, Los Angeles. "Now we have 
tiered systems. We make the co-pay higher 
for those drugs that are less desirable from 
the payer's point of view." 
But those efforts are becoming less effective 
now that many drugmakers are reimbursing 
consumers for co-payments. Pfizer, for 
example, is advertising co-pay cards limiting 
out-of-pocket Lipitor costs to "less than the 
average cost of a generic statin." 
Those offers drive up costs, said Blue 
Shield's Stalker. 
Makers of expensive biotechnology drugs 
have traditionally covered costs for 
uninsured or indigent patients, but some are 
now reimbursing all patients for any out-of-
pocket costs. 
Amgen Inc, the world's largest biotech 
company, is covering co-pays for users of 
Xgeva, its new bone drug for cancer 
patients, and for Neupogen and Neulasta, 
much older drugs used to boost the immune 
systems of cancer patients. 
Neulasta's price rose nearly 9 percent last 
year, according to the MarketScan data. 
FUNDING RESEARCH 
Drug makers argue they need the revenue to 
pay for developing new medicines. 
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"Other products aren't regulated in the same 
way that we are," said Kirsten Axelsen, vice 
president of worldwide policy at Pfizer. 
"Lipitor will immediately be copied by a 
bunch of different companies ... we are still 
responsible for monitoring anything that 
happens with a generic into infinity." 
Winning regulatory approval for a drug 
takes, on average, 15 years and $1 billion, 
according to the Pharmaceutical Research 
and Manufacturers of America. 
"It is the innovators' investments that lead to 
pioneering advances that improve patient 
care," said Karl Uhlendorf, the 
pharmaceutical trade group's deputy vice 
president. 
Drugmakers, of course, try to keep patent 
protection as long as possible. The U.S. 
Supreme Court earlier this month upheld a 
ruling that pharmaceutical companies can 
pay rivals to delay production of generic 
copies. 
"Drug companies have a responsibility to 
their shareholders to maximize profits and 
that means charging us as much as they can 
for their drugs," said Ben Weintraub, 
director of research at Wolters Kluwer 
inThought. 
"The cost of developing drugs is also 
skyrocketing, and really the only place to 
make up for those costs is in the United 
States, because drug pricing is so tightly 
regulated everywhere else in the world." 
Prices of the 75 top-selling drugs in the 
United States rose another 4 percent in the 
month of January, according to brokerage 
firm Raymond James, which listed increases 
like a 29 percent hike in the price of Johnson 
& Johnson's attention deficit disorder drug 
Concerta and a 13.5 percent increase for 
Pfizer's erectile dysfunction drug Viagra. 
"Right now they are trying to maximize and 
some would say squeeze as much as they 
can," said Cohen at Tufts. "It makes sense 
from their perspective." 
 


http://www.reuters.com/article/2011/03/23/u
s-branded-drug-prices-
idUSTRE72M57X20110323  
 
 



http://www.reuters.com/article/2011/03/23/us-branded-drug-prices-idUSTRE72M57X20110323

http://www.reuters.com/article/2011/03/23/us-branded-drug-prices-idUSTRE72M57X20110323

http://www.reuters.com/article/2011/03/23/us-branded-drug-prices-idUSTRE72M57X20110323



