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F E AT U R E

Don't be surprised if, on your next trip to the local pharmacy, there is a sign on the door: “CLOSED.” 

Industry pundits characterize it as the looming pharmacy crisis in America, a “Pharmageddon” pockmarked 
by pharmacists protesting what they say are unreasonable and unsafe working conditions at the biggest 
chain pharmacies in the United States. It’s all part of the recent stumbles of the national pharmacy chains 
that are struggling for survival. Analysts point to the culprit of lower reimbursement rates for prescription 
drugs since the majority of sales come from filling prescriptions. 

There’s also a lot of finger-pointing as to why the prices differ for what customers pay for drugs 
vs. what pharmacies receive. Many lay blame on the pharmacy benefit managers (PBMs) who 
negotiate rebates from drug manufacturers to insurers with accusations that PBMs have been cutting 
reimbursement rates to boost their own profits.

Employers Act When 
Retail Pharmacies Close,  
Cancel Primary and Virtual Care
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Declining profits from 
prescription sales 
channels are part of the 
overall picture, as each 
retail pharmacy company 
maintains its own complex 
narrative and market 
circumstances that have 
led to these problems. 
Senior pharmacy chain 
management was very 
bullish about the potential 
for highly lucrative, 
accretive healthcare 
business lines. However, 
their well-intended but 
lofty expansion plans for 
developing primary care 
clinics, virtual primary care 
services, and innovative 
programs to leverage their 
retail pharmacy locations 
did not deliver the expected 
return on investment. 

A THUMBNAIL SKETCH OF 
THE LANDSCAPE

Market collapse of retail 
drug stores has created 
pharmacy deserts, and a 
landscape punctuated with 
failures from coast to coast.

Deerfield, Ill.-based 
Walgreens recently 
announced that in response 
to mounting losses, the 
venerable chain would be 
shuttering about 1,200 
locations nationwide over 
the next three years, 
representing about 9.5 
percent of the chain’s 
12,500 locations nationwide. 
Company leaders decry 
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online competitors and declining prescription drug payments as the 
root causes. By 2027, about one in seven Walgreens currently open 
will close its doors, and an estimated 500 stores will close over the 
next year. 

in 2021, Walgreens also took a $5.2 billion stake in VillageMD, a 
primary care network, but this has not been profitable as the chain 
has been closing VillageMD locations and announced last summer it 
will divest from the company.

Bentonville, Ark.-based Walmart Health announced in April 2024 
that after five years, they made a “difficult decision" to close all 51 
Walmart health centers across five states and shut down Walmart 
Health Virtual Care. Leadership determined that these business 
models were simply not sustainable. Company leaders also cited the 
challenging reimbursement environment and escalating operating 
costs that dented profitability. However, the retailer won't be reducing 
the number of the chain's nearly 4,600 pharmacies and more than 
3,000 Vision Centers.

UnitedHealth, which owns Optum, also announced that it was exiting 
the telehealth business, shutting down Optum Virtual Care after a 
three-year run at the market. Industry experts agree that the closure 
reflects broader trends in the telehealth market, in which saturation 
and differentiation challenges are leading some providers to struggle. 
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In the future, experts believe the most successful virtual care 
companies will be those that provide personalized patient experiences 
and focus on niche community needs. 

Philadelphia, PA-based Rite Aid announced 154 store closures as 
part of its filing of voluntary Chapter 11 bankruptcy petitions in October 
of 2023. Since that time, more than 520 Rite Aid pharmacies have 
closed, about a quarter of the 2,111 pharmacies open at the time 
of the bankruptcy filing, including 74 store closures in 2024. In 
September 2024, leadership announced that it was emerging from 
bankruptcy with fresh financing. Burdened with struggling sales and 
opioid-related lawsuits, Rite Aid has completed its restructuring and 
is now a privately held company with "a rightsized store footprint, 
more efficient operating model, significantly less debt and additional 
financial resources." 

Woonsocket, RI-based CVS Health, which owns Aetna, is in the 
process of shuttering about 300 locations across the country in 2024, 
including the dozens of pharmacies in Target stores. They have also 
cut about 5,000 jobs in an effort to pare down the workforce as it 
evaluates the changes in population, consumer buying patterns and 
future health needs. When they announced a plan in 2021 to close 
nearly 900 stores from 2022 to 2024, with a goal of about 200 per 
year, leadership said that decisions regarding which locations were to 

close would be based on "local 
market dynamics, population 
shifts and store density" as well 
as "ensuring Aetna and Caremark 
coverage and the needs of 
underserved communities."

However, they are offering in-
network primary care to Aetna 
members in certain markets 
through its MinuteClinics. There 
are about 1,100 MinuteClinics 
across the country, with the walk-
in retail health clinics located at 
CVS pharmacies.

Independent Pharmacies are also 
disappearing. In 2023, about one 
independent pharmacy closed 
each day, and according to a 
February 2024 survey by the 
National Community Pharmacists 
Association (NCPA), 32% of 
independent pharmacy owners 

plan to close by the end of 
2024. 

However, UnitedHealth 
Group’s Optum Rx is 
rolling out a variety of 
new programs that seek 
to support independent 
pharmacies in managing 
costs and more complex 
patient needs. These 
pharmacies play a critical 
role in underserved 
communities. The 
OptumRx CVS90 program 
allows patients to get 
90-day supplies of 
medications at nearly 
9,700 CVS Pharmacy 
locations or through 
OptumRx home delivery 
service. Optum's new 
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hospital before they came under the care of the PCM, and this intervention led to a significant reduction 
in the patient’s hospitalization rate – from seven hospitalizations prior to just two after the pharmacist got 
involved. Beyond medication support, the PCM also helped the patient navigate the process of getting a 
much-needed rolling walker, which helped reduce the risk of falls. 

WHAT’S AN EMPLOYER TO DO?
Access to Medications
Even prior to the demise of brick-and-mortar retail or community pharmacies, employers were encouraged 
to utilize mail-order pharmacies as a way to drive savings and provide a convenient way for employees to 
receive prescriptions. These entities ship medications directly to the member’s door and typically operate 
through or are owned by a pharmacy benefit manager (PBM). 

However, there are many skeptics of this approach. Online pharmacies can’t administer vaccines, and not 
every medication can be shipped. Some fear that a medication may have been exposed to extreme heat or 
otherwise compromised during the delivery process. Moreover, a new in-depth report by the Wall Street 
Journal presents data showing that mail-order pharmacies are driving up costs for employers when they 
are supposed to do the opposite. According to the report:

•	 “Markups were as much as 35 times higher than what other pharmacies charged, according to a 
recent analysis of millions of prescriptions in Washington state.”

•	 “Branded drugs filled by mail were marked up on average three to six times higher than the cost 
of medicines dispensed by chain and grocery-store pharmacies, and roughly 35 times higher than 
those filled by independent pharmacies, according to the analysis…”

•	 “Generic prescriptions dispensed by mail pharmacies were marked up on average more than three 
times higher than prescriptions filled by bricks-and-mortar pharmacies...”

•	 “Mail-order drug sales have increased to more than $206 billion from $86 billion over the past 
decade, though the number of prescriptions filled by mail has risen only 11%.”

Benefits consultants point out that employees may receive a prescription when effective and often less 
expensive over-the-counter (OTC) options are available. Experts also advise that, in certain instances, 
prescriptions provide little value to employees or their family members. Assessment of these and other 
issues related to pharmacy and prescription drug costs should be conducted at least annually with 
consultants and TPAs since these decisions significantly impact health plan costs.

Additionally, onsite medication dispensing programs, also known as physician dispensing, provide an 
alternative for patients to access prescribed medications. These services, often integrated with an onsite 
clinic, equip healthcare providers with the necessary licensing, internet access, and a printer in order to 
dispense medications directly to patients at the point of care. As a result, employees eliminate trips to the 
local pharmacy and accelerate treatment. It also empowers providers to manage medication availability and 
quickly address any concerns, which leads to improved patient care and optimized outcomes.

There are also risks to the pharmacy dispensing model that can occur without the intervention of a 
pharmacist:
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•	 With approximately 6,800 prescription medicines available in the US, there are countless 
combinations of medications that can have potentially adverse interactions.

•	 Each year, 7,000 to 9,000 people die from medication errors.

•	 Each year, it costs over $40 billion to care for people affected by medication errors.

Dr. Nwaubani says, “Pharmacist Care Managers play a crucial role in preventing adverse drug events 
(ADEs) and drug interactions by reviewing medication regimens, identifying potential conflicts between 
drugs a patient is taking, and providing patient counseling to ensure proper medication usage. They 
truly act as a safety net against harmful drug interactions. When our pharmacist-led telehealth model is 
embedded into an onsite clinic or practice, these risks are minimized."
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