SRR Bruce Annabed, pharmacy business adviser, bannabel@jrcom.au

UNIQUE SERVICES COMBINED WITH
PRODUCT WILL DEFINE COMMUNITY
PHARMACY, NOT PRODUCT SUPPLY ALONE,
NOR OPERATIONAL EFFICIENCY.

raditional community
pharmacics can only surive
the lowese-price onstauglht
by implementingavalued pobnt of
difference for the customer that e can
preserve. Many worthwhile stategies
areavailable but relatively few are
sthopted and embraced.
Owners have been able tovely
onthe eradidonal supply model
ke financially sustain thelr ovevall
practices. Times ofcommercial
disoomifon are managed by stingly
tightening the existing dispensing
supply roodel using tactics such as:
= buy better;
= substitule generlos and private label:
=cuf costs and limitexpendiiure;
=slavishly churn the soripts; and
=adjustafowlinown valus llem prlees,

FIGURE ONE: Front of store profitability

et these tactics are slmply about
improving operstional effectiveness;
anactvity every pharmacy should be
deing continuously, Itis nota statepy
that can delivera long-ter achvantage
anca sustalnable business sgalnst
Browing competitive pressuies,

FRONT-OF-STORE HEALTH STRATEGY
Most non-prlce strateples should
emphasise healiheare and this
points toa fundamental opportunity
for most radlitional pharnvcies—
something Inow call ‘plcking up
the picces of gold at your feet’, n
term frstcobned g me by CRO of
the Australian College of Pharmacy,
John Chapman,

Table One refects a significant
group of IR Pharmacy clients with

space

G2 &5

L OtherRatadl

$50,043 profit
($45.010) loss

{Bource IR Philluriay 2000 Bpacaink)

Uniqueness sustains

sales averaging $3.8mand ilustrates

the paorfront-ofstore vetsl] offer,

The main takeouts are:

1. The few profitable departments are
all hoalth-related,

2.26 outafthe 35 depariments lose
money,

3. Almostall profit made In 52/3 [= lost
by poor merchandise, marketing
and sirateglc deglslons {or a lack
of tham).

4. Yotthle loss-makdng space and
merohandise continues to be
rewardsd with a majority share of
ofton huge Investments in rent and
fit-out. What thought Is given to the
spacecost this unprofitable ‘stuff'
ooouples?

8. The pharmacy's healtheara
Image & blurred to the eustomer
confronted by alithls 'sluff' as
they anter and atlempt to navigate
around the store,

Included in these numbers are losses
ofbetween §3,000and $10,000 in;
Elfts; open-selling hal anc slin carg;
cosmetles; hand and nail; wiletes;
photo; and baby. Notably, the by
catogory can genorate profizdike
traffic for the healthoare departments
and dispensary, ew do it well which
signals oppoiunity.

"l'o sustaln against the lowest-
price competiton, genedes price
transparcncy il fRiture povernment
PBS reform mechanisms, most
Pharacios need woconsider
straregies that fundamentally aleer
phatmiacy behaviouroulture and the
perception ofcusiomers, such as:

1. perlarming ditfareit activitles the
competition can't match; and/for

2. parforming the same activitles
although differently.

BUSINESS

RETAIL MANAGEME!

Figure Oneis in contrast to the

rvesults achicved fora client who

embrzeed steateple change when

confronted byawarehouse

pharmacy entering the market.

Keydecisions weve macle

by the owners tocompeteona

heealil-focused offer rather than

responding to the strength ofthe

new major competior—prios.

These tlecisions helped tumn

*Other Resail' from alarge aned

unsistzinalie loss, as shmilar

teo Flgure Cneg, into healihy

profhability, These declsions

Included:

sio be differant;

1o heahealtheare provider and
lool I it;

+health departments will dominats
tha store offar;

sranging, brands, suppliors and
locatlon In the store;

» zervices offered inrelation to thos
deparimants and skil sets nosdad

*toss outanything irrelevantioa
healthcare Image;

s Improve dispensary efficlencles
and hire another pharmacist;

+take advantage of all governmont-
funded services and add some
others;

= market the health solutlons and
outcomes to customers:; and

*maasure results and lool for
Improvements.

Socxploltopportunitles; don't
just manage sl Cost-cutting s not
# business model, norasirategic
opportonity, Invest your precious
FUSOUIITES ROW Whare you can create
significant leverage, elliciency or
coonomies of scale. Al dlon't tdp
over the gold v pick-up pennies. @
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