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Just over ten years ago, CanadianInternet (cross-border) pharmacies
were enjoying economic, regulatory,
and political conditions that were
ideal for their industry. While the
Internet pharmaceutical industry is not
what it used to be, the current hype
around high-cost medications, once
again, has Americans asking whether
cross-border shopping is a viable
option. In addition, recent changes to
legislation in Maine and Washington
have escalated chatter and concern.

A recent article in the New York Times
raised the issue of cross-border trade
and the risks faced by manufacturers
operating in Canada. Accordingly to
the article, 

The high price of many prescription
drugs in the United States has left
millions of Americans telling white
lies and committing fraud […]. An
increasingly popular — though
generally illegal — route is buying
the drugs from overseas. The
Canadian International Pharmacy
Association […] said its members
fill prescriptions for one million
Americans each year. […]  In sur-
veys from 2011 by the Centers for
Disease Control and Prevention,
about 2% of adults […] said they
had bought prescription drugs from
other countries.1

History

The cross-border industry began in
1999 with Nicorette gum being sold on
eBay, and, by the end of 2005, there

were close to 300 pharmacies provid-
ing prescriptions at prices as low as
one-third of the cost of the same med-
ication in the US. Perhaps surprisingly,
both brand medications and generics
were going over the border. This may
sound counter-intuitive, given that
generic medications have typically
been priced higher in Canada than in
the US. The explanation lies in the dif-
ference in patent expiration dates. In
some cases, there were generic ver-
sions of branded medications already
available in Canada, which created
even greater cost savings for American
patients. Chronic medications made up
the majority of sales; narcotics and
specialty/biologics (cold-chain) were
not generally available due to legisla-
tion passed by congress. Narcotics are
viewed as a high-risk investment by
pharmacies because of the possibility
that they might get caught up in cus-
toms and have to be destroyed.

Cross-border trade peaked in 2004 and
then dropped off for several reasons:

• Through allocation programs and
collaboration with distributors,
manufacturers became much more
active in managing where their
medications were being shipped; in
many cases, they restricted sales to
suspected internet pharmacies

• The introduction of Medicare 
Part D in 2006 ensured American
seniors would have access to 
medications

• The US-Canadian exchange rate
hovered around par for several
years, making cost saving less 
significant

Cross-border Trade — 

Where Are We Now?

MARKET INSIGHTS
Beyond 2014

Anne K. Woods,
Director,
The Pangaea Group



Canadian Pharmaceutical Marketing l February/March 2014 30

• The so-called patent cliff
involved many of the chronic
medications that were previously
purchased from Canadian
Internet pharmacies and that now
have cheaper generic alternatives
in the US

• The US Justice Department
implemented initiatives and
became much more vigilant in
the seizure of packages going
over the border

• An increase in counterfeiting
activity has made many
patients wary about purchasing
medication online

Where Are We Now?

Without a doubt, there is tremen-
dous international co-operation to
prevent the distribution of counter-
feit medications. Recent months
have seen a flurry of activity sur-
rounding Internet pharmacies and
cross-border trade. The FDA shut
down 1,677 rogue Internet pharma-
cies, many of which were falsely
claiming to be Canadian. We also
saw one of Canada’s first Internet

pharmacy entrepreneurs convicted
in the US for selling counterfeit
medications.

That being said, we have also
recently seen legislative changes in
the US that have begun making the
border between Canada and the US
somewhat blurry. As mentioned in
the opening, Maine passed legisla-
tion making it legal for residents to
purchase their medications from
international pharmacies, and,
since July 2013, pharmacies in the
state of Washington have been
allowed to fill prescriptions written
by physician assistants in other US
states and British Columbia. These
recent changes to legislation have
changed the conversation sur-
rounding cross-border pharmaceu-
tical sales.

Going Forward

While we don’t expect to see
Internet pharmacy activity reach
the levels it was at in the last
decade, it is important to note that,
with new, high-cost, oral (noncold-

chain) specialty medications being
approved for sale in both the 
US and Canada, there may be
increased risks due to the price
variances that need to be actively
monitored. 

What Can Manufacturers
Do?

• Implement a full allocation 
initiative to identify potential
leakage of sales to the US
through analysis of outlet sales
reports for current and outdated
Internet pharmacy addresses

• Maintain and review a master
Internet pharmacy list through
extensive monthly Internet
pharmacy website searches to
identify new locations

• Work closely with all 
distributors to shut down sales
to master Internet pharmacy
lists

• Finally, keep up-to-date by
monitoring all FDA, Health
Canada, and provincial
announcements

There are multiple reasons that
cross border trade needs to be man-
aged, but, perhaps the most impor-
tant reason is the need to protect
patients from unreliable pharma-
cies that place profits ahead of
patient care. Manufacturers should
not, and can not, rely on politicians
and regulators to take the lead; they
must take an active role. 

For more information, 
please email: 
info@pangaea-consultants.com
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Cold-chain vs. Noncold-chain Customs Risk
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