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Canadian drug chains face a new day
Remember the "goodold days?"Remember

when there were few PPOs or PBMs or
mail-order operators? Was there ever a

time when pharmacists could charge $6, $9
even $12 per script? This is the place in time
that Canadian drug store retailers now find
themselves. But that world is changing rapidly
and we are definitely at a fork in the road. One
path will lead to a U.S.-style marketplace
where third-party administrators hold all the
cards. This is already happening with new
pharmaceutical benefit manager (PBM) en- .
trants just starting to cautiously test out the
Canadian marketplace. The other path will
lead to a new retail health care environment
where the value that a pharmacist provides is
clearly recognized and rewarded. Fortunately, there is still
time for this latter scenario to unfold-if Canadian pharmacy
operators can learn from the experience of the U.S. market
over the last two decades.
In many areas, Canadians have often looked across the

border for innovations in retailing and other business initia-
tives, but in the case of managed care, we look at the squeeze
on retail pharmacy in the U.S. and shudder.
The Canadian pharmacy industry is experiencing extensive

upheaval and we are trying to define our role in managed
care. This new role must preserve and enhance the role of
pharmacies in the delivery of a top-quality health care system.
In one sense you could say Canada has already achieved a

healthy partnership for pharmacy, as all provincial govern-
ments operate as pharmacy benefit managers and are the
payers for approximately 50 percent of the prescriptions dis-
pensed in the country. These governments have instituted for-
mularies and have encouraged generic substitution and trial
prescription programs. Provincial governments are probably
some of the most sophisticated PBMs in existence and have
been operating in this environment for 20 years.
On the other hand, we now see companies such as FoxMeyer

move into Canada to operate PBMs As an industry, we are not
experienced in dealing with these for-profit PBMs, who have a
different mandate and different ownership.

A national pharmacy coalition was formed in
Canada in June, representing all provincialpro-
fessional associations and the Canadian Associa-
tion of Chain Drug Stores. Its goal is to design,
develop and promote the implementation of drug
plan benefit management strategies by pharma-
cists. This is the first step in a very long process
that will orient the pharmacy industry to plan
for, accept and participate in the onset of a new
and different managed care scenario in Canada.
Another issue causing upheaval for retail

stores with pharmacies in Canada relates to the
sale of tobacco. In November 1993, the Ontario
government introduced legislation that would re-
move tobacco from those establishments that
also had pharmacy dispensaries. After many

months oflobbying by the chains and a large group of indepen-
dent pharmacies, the legislation was passed and became law
on Jan. 1, 1995. This was a case of pharmacy being completely
blindsided by special interest groups. Pharmacists found them-
selves in the very difficult professional situation of having to
defend their right to sell a legal but controversial product.
The pharmacy groups challenging the legislation felt this

was a business issue and the battle was fought on that basis.
Studies showed that for every dollar a customer spent on to-
bacco, he/she spent an additional $.378 on other purchases.
This clearly showed the loss of tobacco sales impacted not only
the loss of margin contribution, but also a significant loss of
traffic-building and sales.
The first legal challenge based on constitutional grounds

was rejected by the court of first instance, but since then,
the case has been granted status with a higher court. This
next round will be heard in the fall of 1995.
Governments in other provinces have expressed strong in-

terest in the Ontario case. If the case does not receive a favor-
able ruling from the court of appeals, provinces across Canada
would likely pass similar legislation. This social trend, spear-
headed by the outcry ofpublic interest groups, will undoubted-
ly continue. Policywatchers in the U.S. should be particularly
diligent in keeping abreast of the issue and involve them-
selves in all consultations.
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