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INTRODUCTION 

The Drug Retailers & Convenience Store industry 

plays an essential role in society. It provides 

consumers with health services, such as 

medication and basic healthcare information, and 

with convenient locations to purchase various 

food, health, household, and beauty products. As 

consumers become increasingly busy, the 

convenient access to healthcare services and 

various necessary delivers social benefits. 

The industry operates a large number of retail 

spaces that use electricity round the clock. This 

reliance on electricity can contribute to 

operational risks as the cost of energy rises, 

placing an emphasis on energy efficiency. 

Furthermore, the industry collects and processes a 

large amount of personal health and financial 

information that, if mishandled or inadequately 

protected, can result in lawsuits and reputational 

damage. The regulatory attention on and 

consumer concerns over the important issue of 

data privacy are driving company performance.  

Drug retailers can have a crucial influence on 

large social issues such as the misuse of controlled 

substances, overall patient health, and avoidable 

healthcare costs. A poor quality or lack of safety 

in the delivery of services or the sourcing of 

products can impact company’s brand value. 

The consumer-facing nature of the industry makes 

the management of key sustainability issues an 

important driver for long-term company success. 

Management (or mismanagement) of certain 

material sustainability issues, therefore, has the 

potential to affect company valuation through 

impacts on profits, assets, liabilities, and cost of 

capital. 

Investors would obtain a more holistic and 

comparable view of performance with drug 

retailers and convenience stores reporting metrics 

on the material sustainability risks and 

opportunities that could affect value in the near 

and long term in their regulatory filings. This 

would include both positive and negative 

externalities, and the non-financial forms of 

capital that the industry relies on for value 

creation. 

Specifically, performance on the following 

sustainability issues will drive competitiveness 

within the Drug Retailers & Convenience Stores 

industry: 

• Energy management, including electricity 

used in lighting, cooling, and refrigeration; 

• Data security and privacy is of growing 

concern as pharmacies have access to 

more personal customer health 

information which is subject to cyber-

attacks as data is increasingly stored 

electronically;  

• Controlled substances management, which 

concerns the importance of accurate and 

lawful distribution, storage, and 

SUSTAINABILITY DISCLOSURE TOPICS 

ENVIRONMENT 

• Energy Management in Retail 

SOCIAL CAPITAL 

• Data Security & Privacy 

• Management of Controlled Substances 

• Patient Health Outcomes  

LEADERSHIP AND GOVERNANCE 

• Drug Supply Chain Integrity 

 

WATCH LIST 

• Management of Care at Retail Clinics 
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dispensation of potentially dangerous 

drugs; 

• Customer-employee interactions and 

pharmacies’ engagement to improve them; 

and 

• Drug quality and safety regulations, 

including managing the risk of 

compromised drugs entering the supply 

chain.  

 INDUSTRY SUMMARY 

The Drug Retailers & Convenience Stores industry 

comprises companies that operate convenience 

stores and both brick-and-mortar and online 

drugstores. These stores may be company-owned 

or franchised. Industry revenues are derived from 

consumer sales of prescription and over-the-

counter (OTC) pharmaceutical products, as well as 

household and personal care products and a 

limited selection of groceries, beverages, and 

tobacco products. I  

In 2014, global revenues from companies listed in 

global exchanges and traded over the counter 

totaled $407 billion, with the majority of the 

revenue earned in the U.S. by the five leading 

companies cited in Appendix I. U.S.-listed 

drugstores account for 60 percent of the 

industry’s revenue, with the top-listed 

convenience stores accounting for the other 40 

percent 1  

The top U.S.-listed companies operate mainly in 

the U.S., with chain pharmacies making up a 

significant share of the market; some companies 

operate globally, such as Walgreens after its 

recent merger. The top three drugstore 

companies in the U.S. account for nearly 41 

                                                           
I Industry composition is based on the mapping of the Sustainable 
Industry Classification System (SICSTM) to the Bloomberg Industry 
Classification System (BICS). A list of representative companies 
appears in Appendix I. 

percent of the Drug Retailers & Convenience 

Stores industry’s revenue.2 Within the drugstores 

segment, CVS, Walgreens, and Rite Aid earn a 

large majority of total industry revenue.3 The 

primary competitors for chain drug retailers are 

independent pharmacies. There is also direct 

competition from mass retailers, mail order 

pharmacies, and online pharmacies. Competition 

from mass retailers and online retailers is expected 

to increase. Companies compete largely on 

pricing and quality of service.4 Globally, many 

convenience stores are small operations,5 while in 

the U.S., the majority are located at gas stations,II, 

which are owned by franchisees or independent 

operators.6 Of the 151,000 convenience stores in 

the U.S., 127,000, or 84 percent, sell fuel.7  

Convenience store revenue in the U.S. is largely 

dependent on the sales of tobacco products (41 

percent), food (26 percent), and beverages (22 

percent).8 At U.S. pharmacies and drugstores, 

pharmaceutical products account for 

approximately 74 percent of sales, with the 

remainder from convenience items such as food, 

and beauty supplies.9 Companies sell both 

branded and generic products, including private-

label items.10 In addition, some pharmacies offer 

basic health services, which provide additional 

revenue. 

The industry has low to medium revenue 

volatility.11 The majority of products sold are 

staple consumer goods, for which demand is 

relatively constant throughout the business cycle. 

Key demand drivers are government healthcare 

programs, which help determine drug insurance 

policies, and demographics.12 As consumer 

spending grows, so do the convenience store 

sales of food and drinks.13 Older customers 

purchase more pharmaceutical products on 

II The fuel operations of gas station convenience stores are 
covered in the industry standard for SICS NR0104, Oil & Gas - 
Refining & Marketing. 
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average; in the U.S. in 2013, 31 percent of 

prescriptions dispensed were for people above 

age 65, although this age group represents only 

14 percent of the U.S. population.14  

Drug retailers are major purchasers of branded 

and generic pharmaceuticals from manufacturers. 

The largest chain retailers and their wholesale 

suppliers have moved away from purchasing 

pharmaceutical products on the secondary 

marketIII to mitigate the risk of introducing 

counterfeit products into supplies.15 

Reimbursements paid by pharmacy benefit 

managers (PBM) to pharmacies for the cost of 

purchased drugs have lagged behind rising drug 

costs, reducing industry profitability, as purchase 

costs outpace reimbursement revenues. PBMs act 

as intermediaries between entities that purchase 

drugs, including corporations and health 

insurance companies, and drug suppliers—largely 

drug manufacturers and pharmacies. Because of 

their scale and purchasing power, top PBMs are a 

significant part of the drug supply chain. CVS 

Health Corporation operates one of the largest 

U.S. PBM networks, following its purchase of 

Caremark Rx in 2006.16 

A major driver in the drug retail industry is 

government healthcare policy, which helps 

influence the size of the patient drug market as 

well as drug pricing. The 2010 Patient Protection 

and Affordable Care Act expanded healthcare 

coverage to millions of uninsured Americans.17 

Greater insurance coverage means that more 

patients receive drug insurance benefits, boosting 

retail sales of pharmaceuticals. As private 

healthcare coverage increases, however, insurance 

companies may reduce drug reimbursement rates 

to counter the rise in claims.18  

                                                           
III The secondary drug market consists of pharmaceuticals traded 
among distributors. This differs from the primary market, in 
which wholesalers purchase directly from manufacturers. Top 

Prescription drug use and pricing are correlated 

with government healthcare policy, as well as the 

availability of new drugs on the market. 

Americans use an average of 12.2 prescriptions 

per capita per year. Health insurance plans drive 

down the cost of prescriptions for consumers, 

with the majority of prescription medicines 

dispensed in the U.S. requiring a co-pay of $10 or 

less.19  

Trends indicate that generic medicines, which 

currently account for approximately 86 percent of 

prescriptions, are capturing an increasing share of 

the market.20 As top-selling branded drugs lose 

their patent exclusivity, it allows for an influx of 

lower-cost generic versions. Approximately 50 

percent of total drug retail industry revenues were 

from prescription drugs, but only approximately 

14 percent were from generic-label prescription 

drugs, reflecting their lower price point, 

compared with that of branded products, despite 

their large volume.21 Pharmacies are able to 

purchase generic drugs from suppliers in bulk at 

lower cost than branded drugs. Retailers can then 

pass along these cost savings to customers.22  

The drug retail industry is not capital intensive. 

Merchandise purchases are the largest cost, 

representing approximately 75 percent of 

revenues, while labor costs are approximately 12 

percent of revenues.23 Labor consists of skilled 

and unskilled workers, including pharmacists, 

pharmacy technicians, sales clerks, and cashiers.24 

Utilities and rent account for approximately 4 

percent of revenues.25 Given the high cost of 

goods sold and the fierce competition over prices, 

profit margins are low: The median net profit 

margin for companies in this industry was 

approximately 2.7 percent in fiscal year (FY) 

2014.26 In an effort to combat pressure on 

wholesalers include AmerisourceBergen, Cardinal Health, and 
McKesson. 
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prescription drug margins and provide additional 

value, large drug retailers are introducing more 

health and beauty products that have higher 

margins.27 

The industry is mature, as pharmacies have 

thoroughly penetrated the domestic market; 

according to the National Association of Chain 

Drug Stores, 92 percent of Americans live within 

five miles of a community pharmacy.28 

Accordingly, store expansion domestically has a 

limited impact on industry revenue. However, 

companies are seeking to expand to foreign 

markets to counter slowing domestic sales 

growth, as evidenced by Walgreens’ 2014 

purchase of the European drugstore chain 

Alliance Boots.29 Furthermore, in recent years, 

pharmacies and convenience stores have 

increased their offerings of fresh and refrigerated 

foods and convenience items in an effort to make 

stores a one-stop shopping destination.30  

The largest drug retailers are also opening 

healthcare clinics within pharmacies to meet the 

growing demand for low-cost, accessible medical 

care. These clinics offer an expanding array of 

health services, including health screenings, 

treatment for minor health conditions, and 

vaccinations, and they represent an effort by 

companies to transition from traditional pharmacy 

retailers into more comprehensive healthcare 

companies.31 A continuing shortage of primary 

healthcare physicians and an increasing number 

of insured Americans, under the Affordable Care 

Act, will likely benefit the retail health clinic 

segment. Other retail lines, including multiline 

and food retailers, are also entering the retail 

pharmacy and health clinic space; Kroger, a large 

grocery chain, operates more than 155 retail clinic 

locations.32  

                                                           
IV This section does not purport to contain a comprehensive 
review of all regulations related to this industry, but is intended to 

Another example of the drug retailer industry’s 

shift to broader healthcare solutions is CVS’s 

decision to cease tobacco sales at all its retail 

locations beginning in 2014. Although the 

company anticipates losing about $2 billion in 

tobacco sales, its image as a healthcare 

organization was considered an important driver 

for this change.33  

Companies in this industry are typically valued 

using price-to-earnings multiples based on past 

historical averages. Industry analysts recognize a 

number of factors influencing company 

valuations, such as drug pricing, government 

involvement in pricing, Medicaid reimbursement, 

economic activity, and pricing pressure from 

competitors.34 

LEGISLATIVE AND REGULATORY 
TRENDS IN  
THE DRUG RETAILERS  
& CONVENIENCE STORES INDUSTRY 

Regulations in the U.S. and abroad represent the 

formal boundaries of companies’ operations, and 

are often designed to address the social and 

environmental externalities that businesses can 

create. Beyond formal regulation, industry 

practices and self-regulatory efforts act as quasi-

regulation and also form part of the social 

contract between business and society. In this 

section, SASB provides a brief summary of key 

regulations and legislative efforts related to this 

industry, focusing on social and environmental 

factors. SASB also describes self-regulatory efforts 

on the part of the industry, which could serve to 

pre-empt further regulation.IV  

Drug retailers and convenience stores are subject 

to stringent federal, state, and local regulations 

highlight some ways in which regulatory trends are impacting the 
industry. 
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governing customer privacy, drug safety, and 

controlled substances management.35 As the 

majority of revenues are derived in the U.S., this 

section focuses on domestic regulations and their 

effect on the industry.  

The Health Insurance Portability and 

Accountability Act (HIPAA) sets federal standards 

for the security and privacy of protected health 

information (PHI). PHI is defined as individually 

identifiable health information transmitted or 

maintained in electronic and other forms of 

media. HIPAA applies to entities that submit 

health insurance claims electronically.36 Drug 

retailers generally fall under HIPAA regulation, as 

they have access to and maintain PHI records at 

retail health clinics and pharmacies. Pharmacists 

may not share PHI with parties not directly 

involved in a patient’s care or insurance coverage 

without prior patient consent. Furthermore, some 

states have stringent patient privacy rules in 

addition to HIPAA, which increases the complexity 

of managing PHI; if state laws are less stringent 

than HIPAA, HIPAA standards prevail.37 The 

increase in health insurance coverage to millions 

of Americans through the 2010 Affordable Care 

Act and the establishment of retail health clinics 

in drug retail stores may increase the volume of 

PHI that drug retailers maintain.38  

In addition to health information privacy, data 

security is a growing concern for consumers and 

regulators. The expanded use of electronic health 

records could increase the risk of a large-scale 

data breach, including from system malfunction 

or theft, resulting in regulatory action and 

possible damage to brand reputation. Calls for 

stricter data security legislation are increasing, 

and 46 states currently have related laws on the 

books.39 Proposals generally address the 

customer-notification threshold for the size of the 

breach. Some states have introduced laws and 

penalty schedules. The Florida Information 

Protection Act of 2014 established daily penalties 

of $1,000, which rise to $50,000 a month 30 

days after a data breach is detected, for failure to 

notify the affected customers.40  

The Health Information Technology for Economic 

and Clinical Health (HITECH) Act of 2009 

strengthened privacy and security protections 

related to the electronic transmission of health 

information. HITECH increased civil and criminal 

enforcement of HIPAA rules, expanded the 

applicability of HIPAA security rules, and created 

the first national data breach law.41 If a breach of 

unsecured PHI occurs, the organization must 

notify all affected individuals of the breach within 

60 days.42 HITECH also raised the maximum 

penalty allowable under HIPAA from $100 to 

$50,000 per day of violation of the act’s 

provisions, with a maximum of $1.5 million per 

year for any one violation during that year.43  

The U.S. Food and Drug Administration (FDA) 

enforces laws pertaining to pharmaceutical 

development, testing, manufacturing, marketing, 

and distribution. The Federal Food, Drug, and 

Cosmetic Act gives the FDA authority to address 

the distribution and sales of misbranded, 

mislabeled, counterfeit, and unapproved 

pharmaceuticals.44 As a result of these laws, the 

introduction of counterfeit or contaminated 

products in the supply chain, which presents a risk 

to consumer health, can have significant 

implications for companies in this industry. To 

address some of these risks, Congress passed the 

Drug Supply Chain Security Act (DSCSA) in 2013. 

The DSCSA defines a suspect product as one “for 

which there is reason to believe it (A) is potentially 

counterfeit, diverted, or stolen; (B) is potentially 

intentionally adulterated such that the product 

would result in serious adverse health 

consequences or death to humans; (C) is 

potentially the subject of a fraudulent transaction; 

or (D) appears otherwise unfit for distribution 
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such that the product would result in serious 

adverse health consequences or death to 

humans.”45 The DSCSA requires the 

implementation of systems designed to be able to 

track drugs throughout the supply chain at the 

individual-package level. During the DSCSA’s 10-

year implementation plan, pharmacies will be 

required to implement software and hardware 

capabilities to read two-dimensional bar-coded, 

serialized products, investigate and maintain 

records regarding any item that appears to be 

suspect, report to the FDA any products they 

determine to be compromised, and participate in 

a fully electronic product-tracing system.46 

Many convenience stores and pharmacies sell 

tobacco products, which are subject to state and 

federal laws. The 2009 Family Smoking Prevention 

and Tobacco Control Act (FSPTCA) granted the 

FDA broad authority to regulate the domestic 

tobacco market and tobacco products, including 

manufacturing, distribution, and advertising. The 

FSPTCA builds on previous federal laws such as 

the Comprehensive Smoking Education Act (1984) 

and the Comprehensive Smokeless Tobacco 

Health Education Act (1986), which outline the 

requirements for warning labels on cigarette and 

smokeless tobacco packages.47 The FSPTCA 

focuses on safeguarding public health and 

implemented new guidelines designed to prevent 

smoking by those who are underage. Measures 

include stricter rules on product labeling and 

sales, such as regulations on the use of colors and 

graphics on packaging.48  

The 1970 Controlled Substances Act (CSA) 

established the current U.S. regulations regarding 

controlled substances. The U.S. Drug Enforcement 

Agency (DEA) enforces the CSA, including 

through law enforcement programs designed to 

reduce the illicit trade in controlled substances. 

Drug retailers must register with the DEA to 

receive the authority to legally handle controlled 

substances, which are classified into five 

categories in the U.S., according to each 

substance’s potential for abuse and dependency, 

as well as its medical uses.49  

Per DEA regulations, drug retailers must maintain 

careful records of the controlled substances that 

move through their distribution networks and 

retail locations. This is intended to mitigate the 

social risks presented by the illicit trade in stolen 

controlled substances, including adverse health 

outcomes and violence. The management of 

controlled substances is of particular concern to 

drug retailers due to strict enforcement by the 

DEA. In addition, retailers are required by the DEA 

to keep accurate records of drug inventory. 

Violations can result in regulatory fines and loss of 

DEA licenses to operate.50 

In an effort to combat rising prescription drug 

abuse and reduce possible environmental impacts 

of pharmaceutical disposal, legislators and 

authorities are considering drug take-back 

programs as a potential channel by which 

consumers can safely dispose of unused or 

unwanted drugs. Two U.S. counties currently have 

mandatory take-back legislation that requires 

drug manufacturers to establish public receptacles 

for discarded drugs and to properly dispose of the 

substances once collected. The rules do not 

require drug retailers to implement any drug 

collection system.51  

Some drug retailers offer voluntary prescription 

drug take-back programs in cooperation with 

local authorities and the DEA. The DEA finalized a 

rule in September 2014 regarding the disposal of 

controlled pharmaceutical substances in 

accordance with the CSA. The rule allows 

distributors, including pharmacies, to maintain 

voluntary substance-collection receptacles at retail 

locations and long-term care facilities.52 The 

regulatory focus on private sector involvement in 
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drug take-back programs may increase over time, 

possibly placing more of the responsibility on drug 

retailers, which could lead to additional costs.  

Some states are issuing regulations to expand the 

role of pharmacists’ ability to prescribe medication 

directly to patients. California and Oregon are 

introducing new regulation that will allow 

pharmacists to prescribe birth control to women 

without the need for a doctor’s prescription.53 

Pharmacists are also authorized to administer 

vaccines in multiples states, depending on local 

and state regulations.54 

Additionally, as drug retailers expand their 

operations to include retail health clinics, they will 

have to adapt to evolving retail-clinic regulations. 

States have been implementing different 

requirements for the level of licensing and 

supervision necessary at such clinics. For example, 

some states allow nurse practitioners to diagnose 

and treat patients and to prescribe medication, 

while others require the supervision of a physician 

assistant.55 Additionally, some states, such as 

Massachusetts, have created regulations 

specifying what services retail clinics can provide, 

including what ailments they are allowed to 

treat.56  

The launch of the Affordable Care Act has 

increased the demand for healthcare services, as 

millions who were formerly uninsured can now be 

covered. By providing lower-cost, high-quality 

service, clinics can benefit from the influx of 

newly insured Americans, which is a growth 

opportunity for the industry.57 

SUSTAINABILITY-RELATED RISKS 
AND OPPORTUNITIES 

Industry drivers and recent regulations suggest 

that traditional value drivers will continue to 

impact financial performance. However, 

intangible assets such as social, human, and 

environmental capitals, company leadership and 

governance, and the company’s ability to innovate 

to address these issues are likely to increasingly 

contribute to financial and business value. 

Broad industry trends and characteristics are 

driving the importance of sustainability 

performance in the Drug Retailers & Convenience 

Stores industry: 

• Use of energy inputs: Drug retailers are 

reliant on stable supplies of energy, 

primarily in the form of electricity. 

Electricity consumption can indirectly lead 

to environmental externalities, such as 

climate change and air pollution, 

particularly when electricity is sourced from 

fossil fuel combustion. At the same time, 

increasing refrigeration needs and rising 

energy prices over time lead to energy-

management concerns for drug retailers 

and convenience stores. 

• Preservation of licenses to operate 

through protecting customer data: The 

increasing volume of patients seen at retail 

health clinics, along with a rise in the 

number of insured people receiving drug 

benefits, heightens the importance of 

maintaining and securing customer data 

security and privacy in accordance with 

HIPAA and state laws. As electronic 

information systems become more 

common, customer health information is 

also subject to cyber-attacks.  

• Social externalities of drug 

management: The rising abuse rates of 

controlled substances in the U.S. have 

increased regulatory oversight of drug 

management. Drug retailers are exposed to 

regulatory risks stemming from the loss, 

theft, or excessive prescribing of controlled 
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substances from distribution and retail 

locations. 

• Improvement of patient health 

outcomes: The industry provides crucial 

services, such as dispensing medications 

and providing healthcare, which influence 

patient health. Ensuring that these services 

are done at the highest level of quality can 

help strengthen the industry’s social license 

to operate.  

As described above, the regulatory and legislative 

environment surrounding the Drug Retailers & 

Convenience Stores industry emphasizes the 

importance of sustainability management and 

performance. Specifically, recent trends suggest a 

regulatory emphasis on customer protection, 

which will serve to align the interests of society 

with those of investors. 

The following section provides a brief description 

of each sustainability issue that is likely to have 

material financial implications for companies in 

the Drug Retailers & Convenience Stores industry. 

This includes an explanation of how the issue 

could impact valuation and evidence of actual 

financial impact. Further information on the 

nature of the value impact, based on SASB’s 

research and analysis, is provided in Appendix IIA 

and IIB.  

Appendix IIA also provides a summary of the 

evidence of investor interest in the issues. This is 

based on a systematic analysis of companies’ 10-K 

and 20-F filings, shareholder resolutions, and 

other public documents, which highlights the 

frequency with which each topic is discussed in 

these documents. The evidence of interest is also 

based on the results of consultation with experts 

participating in an industry working group (IWG) 

convened by SASB. The IWG results represent the 

perspective of a balanced group of stakeholders, 

including corporations, investors or market 

participants, and public interest intermediaries.  

The industry-specific sustainability disclosure 

topics and metrics identified in this brief are the 

result of a year-long standards development 

process, which takes into account the 

aforementioned evidence of interest, evidence of 

financial impact discussed in detail in this brief, 

inputs from a 90-day public comment period, and 

additional inputs from conversations with industry 

or issue experts. 

A summary of the recommended disclosure 

framework and accounting metrics appears in 

Appendix III. The complete SASB standards for the 

industry, including technical protocols, can be 

downloaded from www.sasb.org. Finally, 

Appendix IV provides an analysis of the quality of 

current disclosure on these issues in SEC filings by 

the leading companies in the industry. 

ENVIRONMENT 

The environmental dimension of sustainability 

includes corporate impacts on the environment. 

This could be through the use of natural resources 

as inputs to the factors of production (e.g., water, 

minerals, ecosystems, and biodiversity) or 

environmental externalities and harmful releases 

in the environment, such as air and water 

pollution, waste disposal, and greenhouse gas 

(GHG) emissions. 

The Drug Retailers & Convenience Stores industry 

utilizes electricity in retail stores, primarily for 

lighting and refrigeration. The industry’s 

expanding offerings of frozen and fresh food 

items may drive electricity consumption higher. 

The use of purchased electricity from the grid not 

only can create indirect environmental 

externalities but also can increase the industry’s 

operating costs. This increase could result from 

http://www.sasb.org/
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rising energy costs due to environmental 

regulations and demand-supply gaps, among 

other factors. Companies in the industry that 

innovate to effectively manage their energy use 

could benefit from lower costs and improved 

profitability. 

Energy Management in Retail  

Electricity consumption based on fossil fuels and 

other conventional energy sources can contribute 

to environmental impacts, including climate 

change and pollution. These impacts have the 

potential to affect the operations of drug retailers 

and convenience stores that source a significant 

proportion of their electricity from conventional-

energy-dependent sources. Sustainability 

factors—such as the increasing number of GHG-

emissions regulations, incentives for energy 

efficiency and renewable energy, and risks 

associated with nuclear energy and its increasingly 

limited license to operate—are leading to 

increases in the price of conventional electricity 

sources while making alternative sources more 

cost-competitive. 

Chain drug retailers and convenience store 

companies operate multiple retail locations. 

Energy, in the form of electricity, is used primarily 

for lighting and refrigeration purposes.58 

Refrigeration is necessary to cool some 

pharmaceutical products as well as fresh foods 

and beverages. Furthermore, some convenience 

stores are open around the clock, which 

contributes to their high energy demands.  

Although purchased electricity is unlikely to create 

direct regulatory risks for companies in the 

industry, it could have a growing impact on 

company value in terms of operating costs. While 

energy costs typically represent less than 5 

percent of operating costs, the low-margin nature 

of the industry, together with rising energy prices, 

may accentuate the financial impact of energy 

purchases. Higher energy costs could adversely 

affect profitability; conversely, improved energy 

efficiency may result in cost savings. The direct 

consumption of fossil fuels also contributes to the 

industry’s energy profile, although the use of 

these fuels is generally less than that of 

electricity.59  

Therefore, it is important for companies to 

manage their overall energy efficiency and 

strategically assess the risk associated with the 

types of energy they use. Increasing the use of 

renewable energy can reduce dependence on 

conventional energy sources, mitigating energy-

price risks. Company performance in this area can 

be analyzed in a cost-beneficial way through the 

following direct or indirect performance metrics 

(see Appendix III for metrics with their full detail): 

• Total energy consumed, percentage grid 

electricity, percentage renewable energy.  

Evidence  

The broader U.S. retail industry spends roughly 

$20 billion on energy every year and has a 

combined potential energy savings of more than 

$3 billion annually.60 Drug retail and convenience 

stores primarily utilize electricity from the grid to 

power refrigeration and lighting at retail 

locations.61 While comprehensive data are not 

available specifically for drug retail and 

convenience stores, food retail stores are among 

the most electricity-intensive retail locations per 

square foot of retail space. Figures compiled by 

the U.S. Energy Information Administration’s 

Commercial Buildings Energy Consumption Survey 

show that food retail stores spend $3.74 per 

square foot of retail space on energy, 

representing the highest level of energy intensity 

for non-mall buildings.62 According to one 

estimate, a typical convenience store uses an 

average of 52.5 kilowatt-hours (kWh) of electricity 
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per square foot per year. Monthly electricity 

consumption can range from 15,000 to 50,000 

kWh per store, depending on the amount of 

lighting and refrigeration.63 

According to the Energy Information 

Administration, lighting and refrigeration 

represent approximately 75 percent of electricity 

use in a typical food retail or convenience store, 

and present the largest opportunity for 

improvements.64 The growing proportion of food 

sales in the industry could further increase the 

electricity intensity of drug retail and convenience 

stores, given their higher refrigeration needs, thus 

raising energy-related costs. Companies in the 

industry have the opportunity to improve margins 

through enhanced energy efficiency. A 10 percent 

improvement in the energy efficiency of the 

average retail store can have the same positive 

impact on operating income as an increase in 

revenues of 1.3 percent, according to the 

Environmental Protection Agency (EPA).65 Given 

the industry’s low net margins of around three 

percent, energy-related cost savings can have a 

potentially material impact on operations.66 In 

some cases, energy savings can increase profits by 

as much as 10 percent.67 

Major companies in the industry have 

implemented capital projects to reduce energy 

use. CVS’s energy management system, which 

utilizes computers to remotely control buildings’ 

heating, venting, and air-conditioning (HVAC), 

has helped the company keep electricity 

consumption flat over the past three years, 

despite an increase in retail space of 3.5 million 

square feet, or nearly 5 percent. Electricity 

represents a significant share of the company’s 

energy consumption.68 In 2013, an interior 

lighting retrofit saved the company $8 million 

alone.69  

In their disclosures to investors, companies 

address the possible business risks and 

opportunities caused by higher energy prices as a 

result of regulation. In its 2011 CDP disclosure, 

Walgreens states, “Legislation may impact the 

cost of energy commensurate with various fiscal 

requirements that impact energy suppliers. We 

seek to manage those risks by taking steps to 

increase the efficiency of our operation and 

distribution in order to mitigate the impact of cost 

escalation on our organization...We see a clear 

relationship of such risks with opportunities for 

our company.”70  

Walgreens has invested in energy-efficiency 

projects at many of its stores. These investments 

include retrofitting refrigeration units, 

commissioning energy-management systems at 

700 stores, and adjusting HVAC load and 

efficiency at 450 stores. The company estimates 

annual savings from these three projects alone to 

be approximately $8.84 million, with a payback 

period of between one and three years.71 

Companies are also exploring the use of 

renewable energy to help power retail locations. 

In 2013, Walgreens opened the U.S.’s first net-

zero-energy retail store, powered by a 

combination of solar, wind, and geothermal 

energy. The company built the store as part of an 

effort to reduce its energy use and carbon 

footprint. The store, in Evanston, Illinois, is 

expected to generate more energy than it 

consumes, reducing dependence on outside 

energy sources. Walgreens is participating in the 

U.S. Department of Energy’s Better Buildings 

Challenge, which commits the company to 

reducing its energy consumption by 20 percent 

over a 10-year period.72 

Shareholder resolutions filed with companies 

provide evidence of investor interest in energy 

management. Two resolutions in recent years 
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specifically discuss energy management at drug 

retailers in light of increasing regulatory pressure 

on energy producers. A resolution filed with 

Walgreens in FY 2015 requested that the 

company’s board require sustainability measures 

as factors in executive compensation, including 

the energy efficiency of buildings.73 A resolution 

filed in 2012 by Calvert Asset Management Inc. 

with Casey’s General Stores Inc. requested that 

the company set targets to reduce energy 

consumption in its stores and transportation 

systems.74 

Value Impact 

A portion of operating costs is directly 

attributable to energy expenditures. Improved 

energy efficiency could lower these costs, 

improving operating margins. Inherently low 

margins accentuate the impact of energy cost 

savings. In addition to impacts on operating costs, 

there could be onetime effects on cash flows 

through capital expenditures for energy-related 

projects, but these projects can have short 

payback periods. The use of energy-efficiency 

measures and alternative energy can help 

companies benefit from significant cost 

reductions. Improved margins and strategies to 

protect against energy price risks. 

The probability and magnitude of these impacts 

will likely both increase in the future, as emerging 

environmental regulations affecting energy 

generation continue to influence energy costs.  

Disclosure on total energy consumed provides 

analysts the ability to assess improvements in 

company performance over time. Operational 

energy use can also be used as a measure of 

efficiency, when combined with various activity 

metrics or financial statement line items, allowing 

investors and analysts the ability to determine and 

compare companies’ energy efficiency.  

The percentage of a company’s energy coming 

from grid electricity indicates its exposure to 

electricity price increases, as utilities internalize 

the costs of carbon pollution (for example, 

through new GHG mitigation regulations). 

Disclosure on the percentage of renewable energy 

used indicates how well a company is positioned 

to capture possible cost savings and ensure stable 

energy prices from the use of renewables 

(renewable energy can be obtained through long-

term power purchase agreements that allow for 

stability in prices paid for electricity).  

SOCIAL CAPITAL 

Social capital relates to the perceived role of 

business in society, or the expectation of business 

contribution to society in return for its license to 

operate. It addresses the management of 

relationships with key outside stakeholders, such 

as customers, local communities, the public, and 

the government.  

The Drug Retailers & Convenience Stores industry 

maintains and has access to large volumes of 

personal information that, if improperly handled, 

can lead to financial harm and the distress of 

patients. Therefore, the confidentiality of 

customer health and payment information is a 

large issue for drug retailers, since a lapse in data 

privacy or a security breach could adversely affect 

company reputation and brand value and incur 

regulatory penalties.  

In addition, the management of controlled 

substances sold in stores can have direct public 

health implications. Widespread abuse of 

prescription drugs has prompted legislation and 

new DEA regulations regarding the oversight and 

safety of controlled substances. Failure to 

adequately manage controlled substances can 

lead to regulatory fines and the loss of a 

distribution license.  
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Drug retailers and pharmacies play an important 

role in society by dispensing medication and 

providing healthcare services. The level of 

customer engagement and the quality of these 

services have the ability to influence patient 

health outcomes, which can either strengthen or 

weaken a company’s reputation and social license 

to operate. Additional regulatory and legal risks 

remain around ensuring the accuracy of 

pharmaceutical dispensing that can harm patients 

and industry participants if not properly managed.  

Data Security & Privacy 

Drug retailers, as distributors of prescription 

medication and operators of retail health clinics, 

have access to and manage private health and 

payment information. Companies are responsible 

for safeguarding customers’ personal information, 

a task that includes the proper handling of 

sensitive information by technicians in pharmacies 

and clinics, as well as the safe disposal of 

information on physical and electronic mediums. 

Cyber-attacks may also compromise data stored 

electronically, which raises the risk of large-scale 

data loss due to the electronic storage of records. 

In the wake of high-profile cyber-attacks in the 

U.S., a company’s reputation with respect to data 

security management will increasingly influence 

customers’ trust. This trend presents an 

opportunity for companies to stand out among 

competitors. 

As the industry expands its medical service 

offerings, such as retail health clinics, the volume 

of customer health information it processes will 

rise. Furthermore, the growing use of electronic 

health records, while facilitating the efficient 

processing and recording of medical information, 

may increase the risk of a large-scale data breach. 

This risk is particularly important because the 

number and magnitude of cyber-attacks is 

generally increasing. Failure to protect customer 

data security and privacy could result in regulatory 

action or damage to a brand’s reputation, which, 

in turn, could impact sales. 

Company performance in this area can be 

analyzed in a cost-beneficial way through the 

following direct or indirect performance metrics 

(see Appendix III for metrics with their full detail): 

• Discussion of policies and practices to 

secure customers’ PHI records and other 

personally identifiable information (PII); 

• Number of data security breaches, 

percentage involving (1) only customers’ PII 

and (2) customers’ PHI, number of 

customers affected in each category; and 

• Amount of legal and regulatory fines and 

settlements associated with data security 

and privacy. 

Evidence  

Violations of customer privacy laws can result in 

direct regulatory penalties and litigation risks, and 

can potentially harm a company’s reputation. 

Maintaining data security and privacy is 

increasingly important as pharmacies expand the 

use of electronic health records and operate 

health clinics that offer healthcare services. Data 

indicate that security breaches are on the rise 

across the healthcare industry. The number of 

HIPAA data breaches due to theft, loss of 

encrypted devices, hacking, and unauthorized 

access climbed by 138 percent between 2012 and 

February 2014, and 29.3 million patient health 

records have been compromised since 2009. 

These numbers may not represent the full scale of 

the issue, as breaches involving the health records 

of fewer than 500 people are not currently 

required to be reported publicly per the HITECH 

Act.75 

In addition to cyber-security attacks targeting 

electronic health records, data breaches may 
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occur through other means, such as employees 

directly sharing information with unauthorized 

third parties or improperly handling patient 

information. Recent examples of privacy violations 

at the top drug retailers suggest that the industry 

is exposed to privacy-related risks.  

In 2009, the U.S. Department of Health and 

Human Services (HHS) and CVS Pharmacy Inc. 

settled over potential violations of the HIPAA 

Privacy Rule. Employees of the company had 

allegedly disposed of materials containing 

sensitive patient information in receptacles 

accessible to the public. CVS agreed to pay $2.25 

million and implement a corrective action plan to 

ensure the proper disposal of protected health 

information, including labels from prescription 

bottles. The corrective plan included provisions 

such as training employees in the proper 

procedures for disposing protected health 

information and submitting compliance reports to 

HHS for three years.76 The costs of implementing 

corrective measures to protect patient information 

following an alleged privacy violation can 

potentially be significant. 

In another privacy case affecting multiple 

customers, Rite Aid Corporation settled with HHS 

for $1 million for potential HIPAA violations 

resulting from the improper disposal of physical 

patient information.77 Fines may be levied as a 

result of just one breach of HIPAA rules. For 

example, in a 2013 lawsuit, Walgreens was 

ordered by an Indiana court to pay a pharmacy 

customer $1.44 million for HIPAA violations. A 

pharmacist allegedly shared the customer’s 

personal medical information with a third party 

without the person’s knowledge or consent.78  

Company financial disclosures discuss the possible 

consequences of customer privacy and data 

security violations. Walgreens states in its FY2013 

Form 10-K, “If we do not maintain the privacy 

and security of sensitive customer and business 

information, we could damage our reputation, 

incur substantial additional costs and become 

subject to litigation.”79 While monetary penalties 

for HIPAA violations are currently capped by law, 

a large-scale data breach could potentially have a 

significant adverse impact on company reputation 

and customer demand, in addition to the 

monetary penalties.80 According to research by 

Ponemon Institute, the total average cost per 

record compromised of a healthcare industry data 

breach is $282 higher than the average cost 

across all industries, which is $200. The research 

notes that increasing automation and broader 

access to customer health information raises the 

risk of data breaches.81  

Whether large or small, data breaches can create 

significant costs for companies in this industry. 

Ponemon Institute research shows that between 

2010 and 2014, the cost of the average data 

breach (involving 100,000 or fewer records) 

increased from $3.8 million to just over $5.8 

million.82 The researchers excluded data breaches 

of more than 100,000 lost records to avoid 

skewing the results, as the financial cost for those 

is significantly higher. The largest factor in the 

increased cost of the average breach is the loss of 

customers. Retail firms are particularly at risk, as 

their probability of a material data breach (which 

Ponemon Institute defines as one that involves a 

minimum of 10,000 records) over the next two 

years is nearly 23 percent, second only to that of 

the public sector.83 Constant data security attacks, 

coupled with two recent high-profile breaches in 

the retail industry, have raised concerns over the 

security of customer data in the retail sector.84  

Data security breaches could have significant 

repercussions for a retailer’s market share and 

growth. A 2014 survey of CEOs across industries 

by PwC found that 69 percent admitted being 

concerned that cyber-attacks could hinder 
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company growth.85 Another PWC survey, 

conducted in 2013, showed that consumers were 

significantly reducing the number of retailers they 

shopped with, even just since 2012, and that 

brand trust was the main factor in choosing one 

brand over another.86 For example, Target’s high-

profile data breach was likely the major factor in 

the company’s 5 percent drop in its American 

Consumer Satisfaction Index consumer sentiment 

score in the year following the incident.87 This 

evidence shows the strong link between customer 

data security breaches and company reputation. A 

study found that data breaches involving PII can 

influence customer loyalty. Nearly 57 percent of 

those surveyed said they would likely stop using 

the services of organizations that underwent a 

security breach.88 

Companies have also come under scrutiny for 

using private health information in ways 

customers were not aware of. In 2011, CVS was 

sued in a civil case over claims that the company 

sent letters to customers’ physicians promoting 

the use of certain drugs. The letters contained 

private health and personal information. 

According to the complaint, CVS was paid by 

drug manufacturers to promote their products.89 

While the case was dismissed, it demonstrates the 

importance for companies to manage customer 

perceptions of how they use their data. 

Value Impact 

Data security breaches can have direct impacts on 

operating costs, as well as affect brand value. 

Data breaches, whether of electronic records or 

through other means, could damage a company’s 

reputation for keeping sensitive customer 

information secure, which could unfavorably 

affect a company’s market share and revenues. 

Violations of laws regarding the protection of 

personal consumer information or reporting of 

breaches can result in regulatory fines or class 

action lawsuits from customers, which directly 

increase extraordinary expenses and contingent 

liabilities.  

Technology systems upgrades and other 

preventative efforts could be required to meet 

higher data-security standards and prevent future 

breaches, resulting in additional capital 

expenditures and operating costs. Furthermore, 

companies may face repeated selling, general, 

and administrative and extraordinary expenses for 

incidents that affect relatively few customers but 

that occur frequently. High-impact, low-

probability data security incidents can generate 

substantial onetime remediation costs and can 

create contingent liabilities, which impact 

companies’ risk profiles and cost of capital. 

With the increasing importance given to customer 

privacy, combined with the expanding utilization 

of electronic records and increasing sophistication 

and frequency of data security threats, the 

probability and magnitude of these impacts are 

likely to increase in the future.  

The number of data security breaches, those 

involving PHI records and other personally 

identifiable information, the number of customers 

affected, and the amount of fines and settlements 

related to data privacy and security show the 

historical strength of companies’ data privacy and 

security management and systems and the 

potential magnitude of financial impacts from 

breaches, including systems costs and litigation. 

Disclosure around a company’s strategy to protect 

sensitive information provides a forward-looking 

indication of the level of risk from data privacy 

and security breaches.  

Management of Controlled 
Substances  

Drug retailers are distributors and sellers of a wide 

variety of controlled substances. The CSA defines 
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requirements for record keeping, distribution, 

dispensing, disposal, and security of controlled 

substances. Within this industry, the high volume 

of drugs processed and dispensed, along with the 

extensive retail and distribution networks of larger 

companies, heightens the risk of theft, loss, and 

illegal drug dispensing. These actions may result 

in adverse social externalities, including public 

health consequences related to drug abuse and 

the illicit drug trade, which are on the rise in the 

U.S.  

Drug retailers are participating in statewide drug-

monitoring programs to help mitigate some of the 

social issues associated with dispensing controlled 

substances. Furthermore, regulatory enforcement 

of the CSA requirements can result in fines and 

license suspensions. Strong internal management 

of controlled substances can mitigate these risks 

and help protect shareholder value in the long 

term. Company performance in this area can be 

analyzed in a cost-beneficial way through the 

following direct or indirect performance metrics 

(see Appendix III for metrics with their full detail): 

• Percentage of controlled substance 

prescriptions dispensed for which a 

prescription drug monitoring program 

(PDMP) database was queried; and 

• Amount of legal and regulatory fines and 

settlements associated with controlled 

substances. 

Evidence  

The two largest drug retail companies, CVS and 

Walgreens, operate extensive pharmacy networks 

and dispense millions of prescriptions annually. As 

of 2014, CVS operated more than 7,800 retail 

stores, filled 756 million prescriptions annually, 

and generated the majority of its retail pharmacy 

segment revenues from the sale of prescription 

                                                           
V Opioids are a group of chemicals possessing similar properties to 
opiate narcotics but are not opium-derived. 

medications.90 Walgreens operates approximately 

8,116 stores and generates about 63 percent of 

its revenues from the sale of prescription drugs. 

The company filled approximately 683 million 

prescriptions in 2013.91 Although only about 11 

to 12 percent of all drug prescriptions written in 

the U.S. are for controlled substances, regulations 

concerning their distribution and sale are strict.92 

Over the past two decades, the use of controlled 

substances, including opioids,V to treat pain and 

other ailments has risen significantly. The increase 

in the availability of prescription painkillers has 

contributed to a prescription drug overdose 

epidemic in the U.S.93 The Centers for Disease 

Control and Prevention reports that nearly 60 

percent of drug overdose deaths in 2010 involved 

pharmaceutical drugs, including a large 

proportion of opioid analgesics such as 

oxycodone, hydrocodone, and methadone.94 

These drugs are commonly obtained through 

DEA-registered retail pharmacies using legitimate 

prescriptions. DEA rules require retailers to track 

and maintain records of the controlled substances 

they dispense.95 In some cases, however, 

controlled substances are lost, stolen, or 

improperly dispensed, and they may enter the 

illicit drug market and contribute to the societal 

issue of drug abuse. Drug retailers’ central role in 

the distribution and dispensation of such 

substances makes management of controlled 

substances an important issue within the industry.  

Authorities have investigated top companies in 

the industry for potential violations of the CSA. In 

2013, Walgreens settled a civil case brought 

against it by the DEA and the U.S. Attorney’s 

Office, Southern District of Florida, under the CSA 

for alleged record-keeping and dispensing 

violations at distribution centers and retail 

locations in Florida. According to the DEA’s press 
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release, controlled substances in schedules II 

through V of the CSA that originated in 

Walgreens facilities, including oxycodone and 

other prescription painkillers, entered the illicit 

drug trade. Among the alleged violations were 

failures to report suspicious drug orders, 

inappropriate dispensing practices, and failures to 

identify and mark controlled substance 

prescriptions and prescription records. Walgreens 

agreed to pay $80 million in civil penalties.96 The 

company stated that net income per share would 

be negatively impacted by between 4 to 6 cents in 

the fiscal third quarter of 2013 because of the 

DEA fine.97 

In July 2013, Walgreens shareholders filed a suit 

against the board of directors and the chief 

executive officer for allegedly being aware of the 

improprieties that led to the DEA fine. The suit 

alleges that this was a breach of fiduciary duty by 

management. The case was settled in September 

2014, with Walgreens agreeing to improve its 

corporate oversight of DEA matters, including 

instituting periodic reporting of DEA-related 

matters of significance to the company’s board.98  

In a similar case in April 2013, CVS Pharmacy was 

assessed a civil penalty of $11 million for record-

keeping violations under the CSA. The DEA is 

currently investigating CVS’s dispensing practices 

in California, where nearly 37,000 hydrocodone 

pills were either lost or stolen at four CVS stores. 

If found liable, the company could face up to $29 

million in fines.99  

Importantly, violations of controlled substances 

regulations could lead to the loss of DEA licenses 

to sell certain products. The DEA revoked the 

controlled substances registrations for two CVS 

pharmacies in Florida in 2012 after they dispensed 

excessive amounts of the opioid oxycodone.100 

The loss of revenue from sales of controlled 

substances could adversely affect the financial 

performance of these retail locations. 

The DEA regulates the dispensing practices of 

pharmacies to prevent excessive sales of 

controlled substances that may be used in illicit 

drug production. Pharmacies are subject to daily 

and monthly sales limits of certain products, 

including pseudoephedrine, a precursor chemical 

to methamphetamine.101 In 2010, CVS admitted 

to illegally selling pseudoephedrine in quantities 

above the legal limit in stores located in 

California, Nevada, and possibly 23 other states 

for more than a year. The DEA stated that 

methamphetamine production in California rose 

as a result of these pseudoephedrine sales. The 

company was assessed $75 million in civil 

penalties and agreed to forfeit $2.6 million in 

profits earned on the sales of the controlled 

substances.102 

In an effort to reduce prescription drug abuse, 

some states have implemented a PDMP, which 

collects data on substances dispensed within the 

state. PDMPs collect, monitor, and analyze 

electronically transmitted information on 

prescribing and dispensing data from pharmacies 

and dispensing practitioners, which is used to 

research and enforce the sales of controlled 

substances to prevent their abuse. Currently 49 

states have a PDMP of some kind in place, with 

varying levels of requirements.103  

Value Impact  

Violations of controlled substances regulations 

can raise extraordinary expenses in the short term 

as a result of regulatory fines and legal expenses. 

Additionally, violations could result in the loss of 

regulatory licenses to sell controlled products, 

which, in turn, would have a direct, adverse 

impact on revenues. Furthermore, repeated fines 

or acute, high-magnitude instances of violations 

could lead to perceptions of increased operating 
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risk stemming from poor controlled substances 

management and, given the potential associated 

regulatory costs, could lead to a higher cost of 

capital.  

If a greater percentage of controlled substances 

were covered under PDMPs, it could directly lower 

the risk of controlled substances violations and 

the resulting large penalties and fines. Amount of 

fines and settlements associated with controlled 

substances provides a lagging indicator of the 

strength of a company’s processes for managing 

controlled substances and the potential 

magnitude of financial impacts from further 

violations.  

Patient Health Outcomes 

Drug retailers and pharmacists play an important 

role in the healthcare delivery system, as they 

provide patients with medications and are often 

the last healthcare professionals to interact and 

engage with patients before medications are 

consumed. Therefore, to provide the best level of 

care, drug retailers can enhance patient outcomes 

by improving communication, avoiding dispensing 

errors,104 and raising patients’ drug-adherence 

rates (i.e., the degree to which patients follow 

their physician-specified drug regimens).105 

Performance on these areas can directly impact 

patient health outcomes. Since trained 

pharmacists and technicians provide drugs directly 

to customers they can instruct them on the proper 

use of medications.  

Pharmacies occasionally have errors in dispensing 

medications that can result in harm to consumers 

and create financial liabilities for drug retailers. 

While these occur infrequently, relative to the 

number of prescriptions filled every year, they still 

present risks to customer satisfaction and drug 

retailers’ reputations. Failure to dispense drugs 

properly can result in unintended drug 

interactions or patients taking the wrong 

medication, potentially resulting in serious 

negative health outcomes, including death. 

Although patients fail to follow drug regimens for 

multiple reasons, drug retailers can be proactive 

about increasing adherence rates. Patients’ failure 

to adhere to drug medication schedules can lead 

to suboptimal health outcomes and result in social 

externalities in the form of increased hospital 

visits and avoidable healthcare costs. Pharmacies 

have the opportunity to engage and educate 

patients on the importance of adhering to 

prescriptions, which provides beneficial outcomes 

for patients as well as for businesses, as more 

prescriptions are refilled. 

Cultural and linguistic differences between 

pharmacists and technicians and patients can 

affect the efficacy of pharmacy services, as 

patients may find it easier to convey personal 

health information to and understand those who 

speak the same language or are of a similar 

cultural or ethnic background.106 The positive 

effects of a diverse and well-trained workforce 

could contribute to enhanced customer 

satisfaction and brand value. Additionally, 

improved internal controls, adoption of 

technology, and education of customers may help 

improve customer satisfaction, drug adherence, 

and mitigate the risks of dispensing errors. 

Company performance in this area can be 

analyzed in a cost-beneficial way through the 

following direct or indirect performance metrics 

(see Appendix III for metrics with their full detail): 

• First fill adherence rates;

• Description of policies and practices to 

prevent prescription dispensing errors; 

• Amount of legal and regulatory fines and 

settlements associated with dispensing 

errors; and 
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• Percentage of gender and racial/ethnic 

group representation for pharmacists.     

Evidence  

Although drug-dispensing errors are infrequent, 

they can cause serious harm to patients and result 

in financial liabilities for retailers and their 

pharmacies. An Institute of Medicine report 

released in 2006 found that every year nearly 1.5 

million Americans are sickened, injured, or killed 

because of errors in prescribing, dispensing, or 

taking prescription medicines.107 Dispensing errors 

at the pharmacy level represent only a small 

fraction, about 1 percent, of the total 

prescriptions filled each year, with roughly 30 

million errors out of 3 billion prescriptions filled 

annually.108  

Despite this relatively low occurrence, errors can 

have large reputational and legal consequences. 

For example, over a one-year period, between 

2006 and 2007, Walgreens was involved in four 

instances of dispensing errors that resulted in the 

death of those customers. The subsequent 

lawsuits amounted to more than $61 million in 

legal fines for the company. Beyond direct 

monetary fines and penalties, drug retailers may 

experience reputational risks that affect valuation 

particularly if the errors receive a high degree of 

media attention. As an equity analyst for the drug 

retail industry stated, “If it’s something that’s 

recurring and you see the risk (of a prescription 

error) as being really high, it could begin to 

impact [customer] behavior.”109 In 2013, CVS was 

fined $650,000 for dispensing errors at five New 

Jersey pharmacies. Errors included dispensing pills 

for breast cancer patients instead of fluoride 

tablets for children, and dispensing a drug for 

schizophrenia instead of pills for high-blood-

pressure.110  

Large drug retailers recognize the risk of 

dispensing errors and reputational harm in their 

Form 10-K. For example, CVS Health Corporation 

in its FY2014 Form 10-K, states that “errors in the 

dispensing and packaging of pharmaceuticals 

could lead to serious injury or death,” making the 

company susceptible to personal injury and 

product liability claims. The company further 

states, “Damage to our reputation in the event of 

a product liability or personal injury issue or 

judgment against us or a product recall could 

have a significant adverse effect on our business, 

financial condition and results of operations.”111 

In 2007, Walgreens, despite having spent more 

than $1 billion over a decade on pharmacy safety 

systems, training, and technology, was criticized 

in lawsuits for failing to track and prevent 

dispensing errors, suggesting that errors still occur 

despite the increase in technology and safety 

procedures.112 Large retail pharmacies have begun 

incorporating multistep safety-review processes 

before medications are dispensed to a patient. 

These steps include “bar-coded prescriptions 

labels, electronic prescribing, automated 

prescription filling technology, electronic pill 

imaging, and quality assurance training of 

pharmacy staff.”113  

Patients’ failure to adhere to drug regimen, 

whether intentional or unintentional, can create 

social externalities. Lack of drug adherence results 

in an estimated $100 billion to $300 billion in 

costs annually due to unnecessary hospitalization 

and other avoidable health factors.114 Drug 

adherence rates differ depending on the type and 

seriousness of the condition115 and a patient’s 

age, medication beliefs, and sociodemographic 

background.116 Pharmacies can play an important 

role in increasing patient drug adherence rates, 

which not only improve patient health 

outcomes117 but can also increase prescription 

revenue opportunities. 
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Companies have established programs to support 

patients with chronic health conditions and to 

help them manage gaps in medication 

adherence—such as CVS’s Pharmacy Advisor and 

Maintenance Choice programs. CVS has also 

instituted education programs and technology 

applications that make it more convenient for 

patients to manage their conditions and refill their 

prescriptions.118 Such programs may help improve 

customer satisfaction and loyalty, along with 

adherence rates. This provides a clear business 

benefit, as the spending for specialty drugs 

associated with chronic conditions is expected to 

quadruple to $400 billion by 2020 from 2014. 

CVS has established a goal of increasing 

adherence rates from 5 to 15 percent by 2017.119  

Efforts to improve staff diversity, provide cultural 

training, and enhance patient engagement at the 

pharmacy level may help increase drug adherence 

rates and reduce dispensing errors, as pharmacists 

and technicians can communicate more 

effectively. A National Community Pharmacists 

Association study shows that providing 

personalized, high-touch engagement programs 

can improve pharmacies’ revenues, as engaged 

patients more regularly adhere to their medication 

prescriptions. This also can help improve patient 

healthcare outcomes, as nearly 125,000 

Americans die every year because of poor drug 

adherence.120 A 2008 report by the Center for the 

Health Professions at the University of California, 

San Francisco, discusses the growing importance 

of diversity within the pharmacy professions in 

California, given the state’s rapidly changing 

demographics. In 2006, the report states, nearly 

57 percent of the state’s population was non-

white, while projections suggest that by the year 

2030, approximately two-thirds of its population 

will be non-white.121  

These demographic shifts, which are occurring 

across the U.S., may have long-term 

consequences for the drug retail industry.122 

Studies have shown that the rates of drug 

adherence are lower for minorities,123 highlighting 

the importance for drug retailers to improve 

workforce diversity and cultural training. 

Pharmacists’ role as healthcare providers requires 

them to accurately convey information to patients 

about medication use and adherence. Language is 

an important aspect of this communication, as are 

ethnic, cultural, and gender diversity. Having a 

staff of multilingual pharmacists and technicians 

means that important and complex drug and 

healthcare information can be effectively 

communicated, and that diverse cultural beliefs 

surrounding medication use can be addressed.124  

Additionally, as pharmacists’ authority and scope 

of care expands in some states, this diversity and 

cultural training may become even more 

significant. For example, new laws in Oregon and 

California permit pharmacists to prescribe birth 

control to female patients directly at the 

pharmacy without a doctor’s prescription; varying 

degrees of additional training for the pharmacists 

may be required.125 This increasing level of 

interaction between pharmacists and patients 

highlights the importance of having a diverse, 

culturally trained staff that matches with local 

patient demographics.  

Since 50 percent of consumers choose their 

primary pharmacy based on customer service, 

according to one survey, efforts to improve 

customer value through enhanced diversity and 

quality of services may help build customer 

loyalty.126 Drug retail companies recognize 

diversity factors as a driver for providing 

customers value. In its 2013 Corporate Social 

Responsibility report, CVS states that workforce 

diversity is imperative to its CVS Caremark 

segment, adding, “Our ability to provide high-

quality, innovative pharmacy services to a diverse 

set of customers and clients, and serve our 
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communities and constituents, is absolutely 

contingent on our ability to be inclusive.”127 

Similarly, on its website, Walgreens says that it 

believes diversity will drive future growth and 

states that the company wants to reflect the 

diverse communities it serves through its 

“everyday interactions with [its] customers, 

patients and each other.”128 

Value Impact  

Better communication, new technology, and other 

efforts to engage patients can improve patients’ 

adherence to medications and raise refill rates, 

which have a direct link to higher sales. 

Conversely, drug-dispensing errors can cause 

negative health impacts on patients, which can 

lead to costly lawsuits and settlements. 

Furthermore, drug retailers that have persistent 

dispensing errors may develop a poor reputation, 

which can lead to reduced sales in the medium to 

long term.  

A company’s risk profile and cost of capital could 

be impacted adversely due to low-probability 

dispensing errors resulting in death or significant 

damage to customer health. Impact on the risk 

profile could also result from lagging performance 

in improving customer care and satisfaction, 

which could threaten company growth prospects, 

particularly as drug retailers expand into health 

clinic services.  

Implementing strategies that enhance diversity 

and provide cultural training to employees can 

help drive better patient engagement, which has 

been shown to lead to more effective worker-

patient communication, potentially improving 

adherence rates and reducing the risk of errors. 

Ensuring a well-trained workforce that reflects 

customer demographics could require ongoing 

operating expenses. However, improvements in 

customer satisfaction and quality of care can lead 

to increased customer loyalty, which can drive 

company market share.  

Diversity disclosure can help provide a greater 

understanding of the performance of one factor 

that can influence patient health outcomes. 

Disclosure on the rate of drug adherence for 

patients can help analysts determine a company’s 

performance on improving drug adherence, which 

has a direct relation to higher sales through 

improved refill rates. Disclosure on processes to 

manage dispensing errors and on fines and 

settlements associated with errors that occur can 

help analysts determine the level of quality control 

within pharmacy operations, which can influence 

a company’s reputation and exposure to potential 

liabilities.  

LEADERSHIP AND GOVERNANCE 

As applied to sustainability, governance involves 

the management of issues that are inherent to the 

business model or common practice in the 

industry and are in potential conflict with the 

interest of broader stakeholder groups 

(government, community, customers, and 

employees). They therefore create a potential 

liability—or worse, a limitation or removal of 

license to operate. This includes regulatory 

compliance, lobbying, and political contributions, 

as well as risk management, safety management, 

supply-chain and resource management, conflict 

of interest, anticompetitive behavior, and 

corruption and bribery. 

The extensive drug supply chain and the potential 

for unsafe products to enter it create consumer 

health and regulatory concerns for the Drug 

Retailers & Convenience Stores industry. To 

mitigate these risks, companies must ensure 

proper drug handling, origination, and quality 

checks throughout their supply chains. 
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Drug Supply Chain Integrity 

The industry’s supply chain is long and complex, 

consisting of distribution networks between 

manufacturers and retailers. Drugs are intended 

for human consumption, which means that the 

quality and safety of pharmaceutical and 

healthcare products is of great importance.  

Compromised drugs include those that are 

counterfeit or are recalled or withdrawn for 

various consumer health and safety reasons. 

These drugs may enter the supply chain, 

presenting business and social safety risks. A lack 

of quality control in a drug retailer’s supply chain 

can raise the potential for human consumption of 

dangerous products. This can lead to costly 

recalls, some of which are outside the direct 

control of the drug retailers but still present 

significant business risks. Social risks include not 

only direct harm from the consumption of 

potentially dangerous drugs but also potential 

health risks from not having access to a steady 

supply of medications that have been recently 

recalled. 

Once detected, a compromised drug may 

necessitate product recalls, damage brand 

reputation, and possibly result in regulatory 

action. Recalls for private label products may be 

particularly damaging to a company’s brand 

image. New regulations in the U.S. have 

established a progressive framework to improve 

the tracking and security of the domestic drug 

supply chain, and they include provisions for 

penalizing drug retailers that fail to comply.129 

Companies that effectively implement supply-

chain quality-control measures can mitigate 

associated risks, protecting their reputation and 

avoiding possible costs associated with regulation 

and recalls.  

Company performance in this area can be 

analyzed in a cost-beneficial way through the 

following direct or indirect performance metrics 

(see Appendix III for metrics with their full detail): 

• Discussion of efforts to reduce the 

occurrence of compromised drugs in the 

supply chain; and 

• Number of drugs recalled, total units 

recalled, and percentage for private-label 

products.  

Evidence 

Product recalls of both prescription and OTC 

pharmaceuticals due to safety or quality concerns 

can adversely affect a company’s reputation. 

Amid recalls of branded OTC products, large drug 

retailers have placed a greater emphasis on 

offering private-label products, which are typically 

more profitable.130 Companies in this industry 

typically outsource private-label product 

manufacturing, a growing segment, to third 

parties.131 In 2011, industry sales of private-label 

OTC brands grew by 8.7 percent and represented 

25 percent of total OTC product sales, presenting 

growth opportunities for drug retailers.132 CVS 

carries more than 5,200 private-label products, 

including non-drug-related products such as food 

and vitamins. In 2013, these sales represented 

more than 18 percent of the company’s $20 

billion in front-store sales.133 In 2014, private-label 

sales represented 19.5 percent of front-store 

revenue.134  

The sales of private-label OTC products present 

margin-improvement opportunities, as they are 

more profitable than national branded OTC 

products.135 Therefore, the recall of private-label 

products presents a greater risk to drug retailers’ 

brand value and poses a greater financial burden 

on retailers, compared with the recall of branded 

products. Perrigo, a manufacturer of private-label 

OTC drugs, has experienced numerous recalls. In 
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2006, for example, the company recalled 11 

million bottles of acetaminophen sold by retailers 

including CVS and Walgreens after a 

manufacturing defect left metal fragments in the 

capsules.136 Such recalls can generate reputational 

harm for retailers’ private-label brands.  

Companies recognize the risks associated with 

offering private-branded products. For example, 

Walgreens, in its FY2014 Form 10-K, states that 

expansion of its private-brand offerings subjects 

the company to certain risks, such as potential 

product liability and mandatory or voluntary 

product recalls. Specifically, the company states, 

“Although we believe that our private brand 

products offer value to our customers at each 

price point and typically provide us with higher 

gross margins than comparable national brand 

products we sell, the expansion of our private 

brand offerings also subjects us to certain risks... 

such as: potential product liability risks and 

mandatory or voluntary product recalls.” It 

continues, “Should a product liability issue, recall 

or personal injury issue arise it may damage our 

reputation, which may result in a material adverse 

effect on our business and financial condition and 

adversely affect our ability to maintain adequate 

product or other liability insurance coverage.”137 

In 2013, CVS reported 180 pharmaceutical recalls 

and 280 non-pharmaceutical recalls based on FDA 

recall guidance. The company has established a 

quality-assurance team that reviews daily quality 

reports from suppliers and issues corrective-action 

requests to suppliers in the event of product 

quality and safety concerns.138 As mentioned 

previously, recalls of both prescription and OTC 

drugs can result in harmful financial outcomes to 

drug retailers, resulting from, but not limited to, 

reduced sales, reputational harm, and the cost of 

switching suppliers. For example, Rite Aid 

Corporation sued a drug wholesaler over the 

recall of a popular anti-cholesterol drug, Lipitor, 

after it was found that a batch of counterfeit pills 

was purchased by the wholesaler that were 

indistinguishable from the real pills. Rite Aid 

sought more than $7 million in damages 

associated with lost sales and to cover an 

advertising campaign to repair its reputation.139  

The costs associated with switching suppliers can 

be significant if drugs become unavailable 

because of quality and safety concerns. For 

example, CVS sued one of its generic-drug 

suppliers for $100 million in damages after the 

supplier’s recall of some of its generic drugs due 

to manufacturing issues. Following the recall, CVS 

was forced to find new suppliers and pay 

significantly increased prices. CVS claims that the 

contract required the generic-drug manufacturer 

to pay any cost increases associated with its 

failure to supply the drugs, and so when the 

supplier stopped making payments, CVS filed a 

lawsuit, which is still pending.140 While recalls can 

happen for numerous reasons, and are often 

outside the direct control of drug retailers, they 

can result in significant damages, highlighting the 

importance of maintaining quality controls within 

a company’s drug supply chain. 

Additionally, there has been a rise in the amount 

of counterfeit drugs making their way into the 

pharmaceutical supply chain. Counterfeit drugs 

have entered the retail pharmacy supply chain in 

the past, although instances in the U.S. are 

rare.141 In 2012, the U.S. Attorney’s Office for the 

Southern District of New York uncovered a 

criminal drug-diversion scheme brought drugs 

purchased illegally on the black market into 

legitimate pharmacy supply chains. It is not 

known how many consumers received the illegally 

purchased drugs, which may have been expired, 

contaminated, or mislabeled. In another case, 

thieves in North Carolina stole a truck containing 

more than 120,000 vials of long-acting insulin, 

which is temperature-sensitive, and sold it to drug 



I N D U S T R Y  B R I E F  |  D R U G  R E T A I L E R S  &  C O N V E N I E N C E  S T O R E S | 23  
 

wholesalers. The insulin was then distributed to 

and sold at retail pharmacies in Texas, Georgia, 

and Kentucky. The FDA reported that the insulin 

may have been improperly stored and handled 

and could present a health hazard to patients. 

Those patients who purchased and used the 

stolen insulin reported health problems resulting 

from poor control of glucose levels.142 Similarly, 

CVS was fined for more than $500,000 for selling 

medication at two New Jersey stores that was 

improperly handled and exposed to high 

temperatures during distribution.143 

According to an estimate by the Center for 

Medicine in the Public Interest (CMPI), between 1 

and 2 percent of drugs sold in North America are 

counterfeit; and worldwide, drug counterfeiting 

generated approximately $75 billion in revenue in 

2010, an increase of 90 percent over five years.144 

The CMPI estimates that counterfeit drug sales 

are increasing by about 13 percent annually 

worldwide, nearly twice the growth rate of 

legitimate pharmaceutical sales.145 

The World Health Organization has found that 

counterfeit drugs are, in most cases, not of 

equivalent quality to genuine products and are 

not as safe or effective. The use of counterfeit 

products can lead to detrimental long-term health 

effects, as patients may not respond to the drugs 

as expected and their existing conditions could be 

exacerbated. In some cases, counterfeit drugs 

could result in serious illness or death. As a result, 

the presence of counterfeit products in the supply 

chain can undermine consumers’ confidence in 

the quality controls of drug retailers as well as of 

manufacturers and healthcare organizations.146  

Although counterfeits are rare in the U.S. drug 

distribution market, the FDA has advocated for 

improved security measures. The FDA’s support 

for a technology-based system led to the 2013 

DSCSA.147 The DSCSA created a national system 

for preventing “suspect” drugs from entering the 

consumer market. Drug retailers are one of the 

primary channels by which drugs ultimately reach 

consumers. Thus, the industry’s role in preventing 

compromised drugs from entering retail stores is 

an important governance issue. The DSCSA 

improves the tools available for the industry to 

reach this goal; however, it also raises the costs of 

compliance and increases the potential liability 

risks in the case of violations of the law.148  

A 2008 study by the National Association of 

Chain Drug Stores and the National Community 

Pharmacists Association estimated that 

implementing a “track and trace” system, 

including hardware, software, labor, and other 

infrastructure at a large retail pharmacy chain 

consisting of 4,000 stores and 14 distribution 

facilities, would cost approximately $1.3 billion 

over a seven-year span.149 Although the estimate 

is not based on an analysis of the current DSCSA 

framework, it shows that implementation costs 

could be significant for the industry. The future 

business impacts of this regulation on drug 

dispensers is not fully known but will likely 

increase as the timelines for implementing 

mandatory requirements approach. For example, 

by 2023, dispensers will be required under the 

law to have systems in place to monitor and 

process recall information at the individual-

package level, linked all the way back to 

manufacturers, in order to more quickly mitigate 

consumer harm from illegitimate products.150  

Value Impact 

Failure to effectively manage quality and safety 

issues within the retail drug supply chain can 

result in the sale of compromised products to 

consumers, which may cause adverse health 

outcomes and reduced consumer confidence in a 

retailer’s product safety due to recalls. Repeated 

instances of compromised products entering a 

company’s supply chain may adversely affect 
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brand value, leading to lower revenues and 

diminished market share. A reduced demand for 

products and services could also lower revenue 

growth. Revenue loss can also occur when 

recalled products, or alternatives, are not available 

for sale for a certain period.  

Additionally, when there is a lack of supply from 

key pharmaceutical manufacturers following a 

recall, retailers can face significant costs when 

switching to a new manufacturer to obtain a 

steady source of crucial drugs. Investments in 

capital expenditures, including hardware and 

software, may be required to implement track-

and-trace systems and reduce the risk of exposure 

to compromised drugs. 

The promulgation of laws such as the DSCSA can 

lead to increased capital expenditures, as 

companies implement technology systems to 

manage product tracking and tracing. These 

capital expenditures could lower operating results 

in the near and medium term. However, over the 

medium to long term, such systems could help 

reduce the risk of regulatory fines or litigation or 

product liability claims resulting from 

compromised drugs in the supply chain.  

The probability and magnitude of impact that 

regulations will have on the industry are likely to 

increase in the short to medium term, given the 

approaching deadlines that require upgrades in 

systems and processes for identifying illegitimate 

products.  

The discussion of efforts to reduce the occurrence 

of compromised drugs and disclosure on the 

number of recalls and percentage that are private 

label can help analysts determine the level of 

quality control related to a company’s supply 

chain and the potential risk to the corporation’s 

reputation and future financial performance.  

SASB INDUSTRY WATCH LIST 

The following section provides a brief description 

of sustainability disclosure topics that are not 

likely to constitute material information at present 

but could do so in the future. 

Management of Care at Retail Clinics: In 

addition to selling pharmaceutical and 

convenience store products, drug retailers are 

expanding into offering healthcare clinics within 

their retail locations. The clinics are competing 

with traditional healthcare providers, and this 

presents significant business opportunities for the 

industry to help solve growing social issues 

surrounding healthcare delivery, availability, and 

affordability.  

The availability of and access to healthcare is 

expected to be a growing issue within the U.S. 

For example, the Association of American Medical 

Colleges estimates that there will be a shortage of 

124,000 full-time-equivalent physicians by 2025. 

This shortage creates a strain on the healthcare 

system, as the demand for healthcare is expected 

to increase as the nation’s population grows and 

ages and as more Americans become insured 

under the Affordable Care Act.151 This deficit can 

create social issues if people have insufficient 

access to healthcare, and it presents both 

business opportunities and additional customer 

care concerns for drug retailers providing health 

clinic services. In a consumer study, nearly one in 

four families chose retail clinics because they did 

not have a usual source of care, highlighting the 

important access to healthcare that retail clinics 

provide.152  

This segment is seen as a growth driver for large 

drug retailers CVS and Walgreens. For example, 

CVS stated that its Minute Clinic third-quarter 

2014 revenue and customer visits have grown by 

more than 25 and 30 percent, respectively, 
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compared with the same period the previous 

year.153 As of December 31, 2014, the company 

operated 971 Minute Clinics, an increase of 175 

from the previous year. These clinics are staffed 

by physician assistants and nurses, who treat 

minor health conditions.154 The clinics may 

provide retailers with a significant source of new 

business, as millions of newly insured Americans 

under the Affordable Care Act will need access to 

quick and inexpensive care.155 CVS views its 

expansion into Minute Clinics as playing a pivotal 

role in company growth.156  

From 2006 to 2014 the number of retail clinics 

has grown from 200 locations to more 1,800, a 

growth rate of more than 900 percent. These 

retail clinics receive more than 10 million visits 

annually, representing a growing portion of 

primary care visits.157 These clinics can reduce the 

strain on the current healthcare system and help 

reduce costs. One study estimated that 27 percent 

of emergency room visits could have been 

properly handled at retail and urgent-care clinics, 

which could provide cost savings of more than 

$4.4 billion per year.158 

With their rapid expansion into retail clinics, 

companies may need to focus on maintaining and 

monitoring the consistency of the quality of care 

provided at their locations.159 Evidence suggests 

that the quality of care can differ between retail 

clinics for the same company.160 Since the quality 

of care provided at retail locations is not regularly 

monitored or reported, the industry could do 

more to validate the standard of care delivered 

such clinics, as their role in the U.S. healthcare 

system increases.161 Despite some studies showing 

that the quality of care delivered at retail clinics 

meets that of other healthcare providers, retail 

clinics have faced criticism; in particular, the 

American Academy of Pediatrics has said that 

these clinics are an “inappropriate source of 

primary care” as they are typically operated by 

medical professionals with less training and 

expertise.162 Furthermore, states differ in their 

requirements for the level of qualification and 

supervision for healthcare professionals in retail 

clinics. For example, some states require that 

nurse practitioners be under the supervision of a 

physician assistant to diagnose and treat patients, 

while others allow nurse practitioners to operate 

independently of any supervision.163 This may 

raise concerns over the consistency in quality of 

care delivered between different states, 

presenting potential challenges to growth.  

Retail clinic operators that offer the best quality, 

consistency, and level of customer care may enjoy 

a competitive advantage over other healthcare 

providers. Better customer clinic care can be 

driven by factors such as workforce diversity and 

the cultural training of workers, which allow for 

better communication and more engaging 

relationships with patients from diverse 

background. Current evidence suggests that retail 

clinics are concentrated in states that are more 

ethnically diverse than the nation overall,164 yet 

diversity disclosure from a large corporation 

suggests that clinic staff do not match the ethnic 

diversity in these locations.165  

As noted, research shows that having diverse and 

culturally trained healthcare workers leads to 

improved outcomes for minority patients, which, 

in turn, can boost market share. While much of 

this research has been done on traditional 

healthcare delivery and urgent care clinics, the 

findings are applicable to retail clinics, which are 

likely to face many of the same challenges and 

opportunities for improvement. Benefits for 

customers include more successful patient 

education, increased health-seeking behavior, 

fewer errors in diagnosis, and improved health 

advice adherence.166 Ineffective communication 

among healthcare workers and patients has been 

shown to be a leading cause of medical errors and 
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negative patient outcomes.167 One study found 

that nearly two out of three medical errors were 

perpetuated by breakdowns in communication, 

with 44 percent of information miscommunication 

coming from communication breakdowns 

between colleagues and with patients.168 Failure 

to take into account a patient’s ethnicity or 

culture may lead to adverse health outcomes and 

miscommunication. Linguistic differences could 

result in faulty diagnoses, decreased drug 

adherence, unnecessary testing or procedures, or 

the reduced efficacy of preventive measures.169  

While this segment does not currently represent a 

significant portion of drug retail industry revenue, 

it remains an important opportunity that should 

be monitored. The magnitude and probability of 

social and business impacts from this segment are 

likely to grow in the medium to long term as retail 

clinics play an ever-increasing role in the overall 

healthcare system. 
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APPENDIX I  

FIVE REPRESENTATIVE DRUG RETAILERS & CONVENIENCE STORES COMPANIESVI  

  

                                                           
VI This list includes five companies representative of the Drug Retailers & Convenience Stores industry and its activities. This includes only 
companies for which the Drug Retailers & Convenience Stores industry is the primary industry, that are U.S.-listed but are not primarily 
traded over the counter, and for which at least 20 percent of revenue is generated by activities in this industry, according to the latest 
information available on Bloomberg Professional Services. Retrieved on June 30, 2015. 

 

COMPANY NAME (TICKER SYMBOL) 

Walgreens Boots Alliance Inc. (WBA) 

CVS Health Corporation (CVS) 

Rite Aid Corporation (RAD) 

CST Brands (CST) 

Travel Centers of America (TA) 
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APPENDIX IIA:  
Evidence for Sustainability Disclosure Topics 

Sustainability 
Disclosure 
Topics

EVIDENCE OF INTEREST
EVIDENCE OF  

FINANCIAL IMPACT
FORWARD-LOOKING IMPACT

HM 
(1-100)

IWGs
EI

Revenue & 
Cost

Asset & 
Liabilities

Cost of 
Capital

EFI
Probability & 
Magnitude

Exter- 
nalities

FLI
% Priority

Energy 
Management in 
Retail

50* 90 3t High •  Medium •  Yes

Data Security & 
Privacy 63* 100 1 High • • • High •  Yes

Management 
of Controlled 
Substances

100* 90 2 High •  • High   No

Patient Health 
Outcomes /1 100* - - High • • • High  • Yes

Drug Supply Chain 
Integrity 46 80 3t Medium • •  Medium   No

HM: Heat Map, a score out of 100 indicating the relative importance of the topic among SASB’s initial list of 43 generic sustainability issues; asterisks indicate 
“top issues.” The score is based on the frequency of relevant keywords in documents (i.e., 10-Ks, 20-Fs, shareholder resolutions, legal news, news articles, and 
corporate sustainability reports) that are available on the Bloomberg terminal for the industry’s publicly-listed companies; issues for which keyword frequency is 
in the top quartile are “top issues.”

IWGs: SASB Industry Working Groups

%: The percentage of IWG participants that found the disclosure topic to likely constitute material information for companies in the industry. (-) denotes that 
the issue was added after the IWG was convened.

Priority: Average ranking of the issue in terms of importance. One denotes the most important issue. (-) denotes that the issue was added after the IWG was 
convened.

EI: Evidence of Interest, a subjective assessment based on quantitative and qualitative findings.

EFI: Evidence of Financial Impact, a subjective assessment based on quantitative and qualitative findings.

FLI: Forward Looking Impact, a subjective assessment on the presence of a material forward-looking impact. 

/1 The “Patient Outcome & Quality of Care” disclosure topic was introduced after SASB convened IWGs. Among several angles, this disclosure topic includes 
elements from an issue which was part of the original IWG list. The “Employee Diversity & Inclusion” issue received 60% approval and was ranked lowest 
among the issues presented forward to the IWGs.
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APPENDIX IIB: 
Evidence of Financial Impact for Sustainability Disclosure Topics

Evidence of 

Financial Impact

REVENUE & EXPENSES ASSETS & LIABILITIES RISK PROFILE

Revenue Operating Expenses Non-operating 
Expenses Assets Liabilities

Cost of  
Capital

Industry 
Divestment 

Risk
Market Share New Markets Pricing Power

Cost of 
Revenue

R&D CapEx
Extra- 

ordinary 
Expenses

Tangible 
Assets

Intangible 
Assets

Contingent 
Liabilities & 
Provisions

Pension 
& Other 

Liabilities

Energy 
Management in 
Retail

   •  •       

Data Security & 
Privacy •   •  • •  • •  •  

Management 
of Controlled 
Substances

•      •    •  

Patient Health 
Outcomes •   •     • •  •  

Drug Supply Chain 
Integrity •   •  • •  • •    

H IGH IMPACTMEDIUM IMPACT
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APPENDIX III: Sustainability Accounting Metrics | Drug Retailers &  
Convenience Stores

TOPIC ACCOUNTING METRIC CATEGORY
UNIT OF 
MEASURE

CODE

Energy 
Management 
in Retail

Total energy consumed, percentage grid electricity, 
percentage renewable energy

Quantitative Gigajoules (GJ), 
Percentage (%)

CN0402-01

Data Security 
& Privacy

Discussion of policies and practices to secure customers’ 
protected health information (PHI) records and other 
personally identifiable information (PII)

Discussion and 
Analysis

n/a CN0402-02

Number of data security breaches, percentage involving 
(1) only customers’ PII and (2) customers’ PHI, number 
of customers affected in each category* 

Quantitative Number, 
Percentage (%)

CN0402-03

Amount of legal and regulatory fines and settlements 
associated with data security and privacy** 

Quantitative U.S. Dollars ($) CN0402-04

Management 
of Controlled 
Substances

Percentage of controlled substance prescriptions 
dispensed for which a prescription drug monitoring 
program (PDMP) database was queried***  

Quantitative Percentage (%) CN0402-05

Amount of legal and regulatory fines and settlements 
associated with controlled substances**** 

Quantitative U.S. Dollars ($) CN0402-06

Patient Health 
Outcomes

First fill adherence rate# Quantitative Percentage (%) CN0402-07

Description of policies and practices to prevent 
prescription dispensing errors

Discussion and 
Analysis

n/a CN0402-08

Amount of legal and regulatory fines and settlements 
associated with prescription dispensing errors## 

Quantitative U.S. Dollars ($) CN0402-09

Percentage of gender and racial/ethnic group 
representation for pharmacists 

Quantitative Percentage (%) CN0402-10

Drug Supply 
Chain 
Integrity

Discussion of efforts to reduce the occurrence of 
compromised drugs within the supply chain

Discussion and 
Analysis 

n/a CN0402-11

Number of drug recalls, total units recalled, percentage 
for private-label products### 

Quantitative Number, 
Percentage (%)

CN0402-12

 *  Note to CN0402-03—Disclosure shall include a description of corrective actions implemented in response to data security breaches.
 **  Note to CN0402-04—Disclosure shall include a description of fines and settlements and corrective actions implemented in response to events.
 ***   Note to CN0402-05—Disclosure shall include a description of additional verification procedures the registrant uses when dispensing controlled 

substances prescriptions to prevent controlled substance abuse.
 ****  Note to CN0402-06—Disclosure shall include a description of fines and settlements and corrective actions implemented in response to events.
 #  Note to CN0402-07—Disclosure shall include a description of strategies used to increase medication adherence.
 ##  Note to CN0402-09—Disclosure shall include a description of fines and settlements and corrective actions implemented in response to events.
 ###   Note to CN0402-12—The registrant shall discuss notable recalls such as those that affected a significant number of units of one product or 

those related to serious injury or fatality.
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APPENDIX IV: Analysis of SEC Disclosures | Drug Retailers &  
Convenience Stores

The following graph demonstrates an aggregate assessment of how representative U.S.-listed Drug Retailers & Convenience 
Stores companies are currently reporting on sustainability topics in their SEC annual filings.

Drug Retailers & Convenience Stores

Energy Management in Retail

Data Security & Privacy

Management of Controlled Substances

Patient Health Outcomes

Drug Supply Chain Integrity

0% 10% 20%  30% 40% 50% 60% 70% 80% 90% 100%

TYPE OF DISCLOSURE ON SUSTAINABILITY TOPICS

 NO DISCLOSURE BOILERPLATE INDUSTRY-SPECIF IC  METRICS

90%

100%

90%

-

80%

IWG Feedback*

*Percentage of IWG participants that agreed topic was likely to constitute material information for companies in the industry.  
(-) denotes that the issue was added after the IWG was convened.

Note: The “Patient Outcome & Quality of Care” disclosure topic was introduced after SASB convened IWGs. Among several angles, this disclosure 
topic includes elements from an issue which was part of the original IWG list. The “Employee Diversity & Inclusion” issue received 60% approval and 
was ranked lowest among the issues presented forward to the IWGs.
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