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STUDY OF BUSINESS AS A PHASE OF THE
PREPARATION OF PHARMACISTS

CHAPTER I 

THE PROBLEM 

Introduction
The professional practice of pharmacy today is con

ducted primarily in retail drug stores. These drug stores, 
as distinguished from prescription cr apothecary shops are, 
in general, typical "comer drug stores," and have long been 
considered community health centers where personal service 
and professional help are made available to the public. The 
community drug store not only serves as a community health 
center, but also it frequently serves as a focal point of 
various community activities.

Today, retail pharmacy practice is predominantly an 
independent store op>eration, regardless of whether the phar
macy is located in either a small town or in a busy section 
of a metropolitan area. Whether it is an up-to-date prescrip
tion shop or a departmentalized retail drug store, the phar
macy operation offers many services and a wide variety of mer
chandise . It generally strives to offer a type of
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personalized service which combines some of the professional 
aspects of the practice of 0iarmacy with the practical busi
ness realities countered by any business enterprise attempt
ing to operate at a profit. Furthermore, it is quite evident 
that even in the occasional chain drug store or in the giant 
departmentalized retailing operation, the pharmacist in the 
prescription department is faced with certain managerial 
responsibilities.

The manager of a retail drug outlet is confronted 
with the responsibility of naking a variety of business deci
sions rëuiging from very simple to complex in increasingly
competitive retailing situations. In 1960, according to the

1Census of Pharmacy^ there were 1,591 registered pharmacists 
in Oklcihoma with 1,421, or 89.3 per cent engaged in the prac
tice of retail pharmacy. Of the 1,421 retail pharmacists 764 
were store owners and 657 were employees. Accordingly, 53.8 
per cent were individual owners or partner-owners of retail 
establishments with direct responsibilities in the making of 
business decisions. It may be assumed that a significant pro
portion of those who were employees also fulfilled certain 
responsibilities that either directly or indirectly related 
to business matters.

National Association of Boards of Pharmacy, Licen
sure Statistics cuid Census of Pharmacy (Chicago: National
Association of Boards of Pharmacy, 1962), p. 7.
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The Census of Pharmacy further indicated that Okla

homa had 810 retail pharmacies eind 20 hospital pharmacies in 
1960. Three hundred ninety-eight of the 810 retail outlets 
employed only one pharmacist, 268 were serviced by two 0iar- 
macists, 97 were serviced by three, 39 were serviced by four, 
and 8 were serviced by five or more.

The 1958 Census of Business lists 882 drug stores in
Oklahoma, 554 with soda fountains and 328 without fountains,
having total sales of $88,356,000.^ Of the 848 drug stores
in Oklahoma that operated throughout the year 1958, 2 had
sales of $1,000,000 or more; 25 had sales of $300,000 to
$999,999; 281 had sales from $100,000 to $299,999; 251 had
sales from $50,000 to $99,999; 130 had sales of $30,000 to

2$49,999; and 159 had sales of less thsui $20,000.
It would appear that the success or failure of phar

macists is dependent upon their business abilities as well as 
their pharmaceutical competencies. With the entry of large- 
scale merchandising units into the retail drug business, it 
may become increasingly important that pharmacists possess 
adequate business knowledge to enable them to function effec
tively. If control of drug dispensing is to remain princi
pally in the hands of professional pharmacists, they must be

S. Bureau of the Census, Census of Business: 1958
Retail Trade— Area Statistics. II, Ft. 2, 36-7. (This is the
latest published business census presently available.)

2U. S. Bureau of the Census, Census of Business : 1958
Retail Trade— Summary Statistics. I, 2-119.
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able to compete successfully in the highly organized business 
world. Many of them must be prepared to assume management 
direction in these large-scale outlets. Today, cm adequate 
knowledge of the principles of buying and selling, inventory 
control, recordkeeping, finance, management, and public rela
tions is invaluable to the pharmacist.

Only in recent years has increasing emphasis been 
given to the inclusion of some of the business disciplines in 
the pharmacy curricula. With the adoption of the five-year 
program, interest in instruction which might be helpful to 
the pharmacist after he has begun practicing the profession 
has been intensified. Recently, much has been written about 
the extent to which business principles and practices should 
be included in pharmacy education.

In connection with the revolution in drug retailing 
in which the pharmacist is now enveloped, two more or less 
divergent viewpoints have developed cimong leaders in the 
pharmacy profession. There is the viewpoint held by profes
sional pharmacists that pharmacy educators should not concern 
themselves greatly with the teaching of merchandising or 
other business administration practices or procedures to 
pharmacy students. In other words, these poople feel that 
the educational institution should concentrate its efforts 
toward the development of scientifically-trained pharmacists, 
fully qualified to assume the professional role of consultant
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both to the layman and to the medical and allied health pro
fessions in all matters concerning drugs.

On the other hcind, meiny drug store operators emd 
wholesale distributors of drugs believe that the retail i^ar- 
macist is involved in a competitive struggle with other types 
of retailers. They believe that the pharmacist must be 
broadly trained and become expert in merchandising if the 
pharmacy profession is to maintain major control of the dis
pensing of drugs. Otherwise, they believe that this merchem- 
dising function will be taken over by other people who will 
dominate the pharmacist, emd the pharmacist may become merely 
an employee.

In a conversation with a drug wholesaler, a question
was asked regarding whether a pharmacy school should teach
pharmacists to be drug store managers. The wholesaler's
answer was prompt emd directly to the p>oint. He replied, "If
you don't teach pharmacists to become managers, they will

1most certainly become mere employees."
Should the pharmacy curriculum exclude merchandising 

principles emd techniques, as well as all other business 
training, and dedicate all endeavor to developing general 
education and the scientific disciplines? Should the phar
macy curriculum include preparation to enable graduates to

Personal interview with M. L. Jones, Divisional Man
ager, Oklahoma City Division, McKesson & Robbins Drug Compxany, 
June 28, 1962.
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fulfill management roles in retail drug outlets? Those who 
answer "yes" to the first question hope that through rigorous 
educational and licensing requirements, supported by strong 
professional associations emd public opinion, the profes
sional approach will prove superior emd the pharmacist will 
be adequately rewarded.

Conversely, it is a basic assumption here that proper 
control of the distribution of drugs by pharmacists will best 
be attained by preparing pharmacists equipped to serve the 
public with a combination of parofessional service emd complè
tent business management. The dual role of the retail phar
macist as both a professional man and a distributor of drug 
products will then be recognized. The pharmacist will piossess 
the necessary business knowledge to complete in the market 
place with other types of retailers distributing drug pro
ducts to the public. The control of drug distribution by 
pharmacists will be achieved through complètent and efficient 
distribution along with emphasis on professional service.

Statement of Problem
The problem of this study was to develop a comprehen

sive outline of the content essential to education about busi
ness and business opierations which should be included in the 
preparation of pharmacists. This study deals directly with 
such factors of business as the nature of the store operation.
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nverchcmâlsing, accounting, personnel, finance, and public re
lations in the total pattern of i^armacy administration.

Delimitation
The conclusions presented in this study were formal

ized with specific reference only to the preparation of phar
macists at Southwestern State College in Weatherford, Okla
homa. While the recommendations may have equally appropriate 
application to programs in other collegiate institutions, no 
attempt was made to relate them.

Evaluation of instruction or facilities now available 
in institutions offering pharmacy education is in no way re
lated to this research study.

Sources of Data
The data for this study were obtained from: (1) pub

lished and unpublished materials relative to the general 
preparation of pharmacists and especially materials dealing 
with the business phase of such preparation (i.e., profes
sional journals, drug company bulletins, pharmacy textbooks, 
research reports); (2) personal interviews with 50 graduates 
of Southwestern State College who are practicing the profes
sion of pharmacy and have assumed management responsibilities 
in drug outlets located in Oklahoma and Texas; (3) related 
information gathered from interviews with different groups of 
people associated with retail pharmacy, including manufacturers'
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representatives, wholesalers, representatives of ^^armaceuti- 
cal organizations, and others.

Procedure
The first step taken in this study was to conduct ein 

extensive analysis of literature relative to the preparation 
of pharmacists in order to gain necessary background knowl
edge for this study, and to make intensive analyses of varied 
materials pertaining to the business f^ase of the preparation 
of pharmacists.

The second step involved the establishment of the 
broad areas of business competence that are needed in the 
operation of retail drug outlets. These areas of business 
competence were determined by extensive exploratory inter
views with drug store business managers and owners. These 
broad areas were then formulated into an interview guide 
which was used to record information gained from personal 
discussions with graduates of the Southwestern State College 
School of Pharmacy.

The third step was to conduct personal interviews 
with representative pharmacy graduates in positions of man
agement responsibility to determine the nature and extent to 
which these graduates need and/or utilize backgrounds of edu
cation about business. Information was assembled in case 
studies detailing the business activities of pharmacists in



9
their work environment, including their present practices and 
their expressed needs relative to pharmacy business education.

The fourth step involved the development of generali
zations which are pertinent to the management aspects of most 
drug store operations, including basic principles of opera
tion. In addition, a basic outline of essential elements of 
business administration and operation of retail drug outlets 
has been prepared, combining under broad categories, the 
business competencies as derived from the interviews with 
practicing drug store managers.



CHAPTER II 

BACKGROUND INFORMATION

Three facets of significance in the development of 
the retail pharmacy are discussed here to provide background 
information. The three facets are: (1) the history and de
velopment of pharmacy as a profession, (2) the retailing of 
drugs and associated products in the United States, and 
(3) the preparation of drug store managers and owners.

History emd Development of Pharmacv as a Profession
"Records of the practice of pharmacy date back as

1
many as forty centuries before the birth of Christ." They 
indicate that priests and other representatives of different 
forms of religion were the first practitioners. The separa
tion of the healing arts from religious observcuice began in 
Greek and Roman days. Hippocrates, who lived in the fifth 
century before Christ, is credited with pioneering the ration
alization of medical practice. The pharmaceutical processes 
mentioned in the Hippocrates Corpus, a collection of writings 
representing Greek knowledge of medicine, includes information

^Paul C. Olsen, Marketing of Drug Products (New 
Brunswick: Rutgers University Press, 1955), p. 10.

10
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relative to the preparation of 195 drugs and methods involved
in their administration.

During the seventh and eighth centuries the Arabs
overran most of the ancient civilized world, and it was in
Bagdad that the first public pharmacy was established in the

1eighth century. With the trsuismission of Arabian medicine 
and pharmacy to Europe, the conditions which in the East had 
caused the creation of public pharmacies likewise caused the 
establishment of similar institutions in the European coun
tries. The separation of pharmaceutical practice from medi
cal practice was promoted to a significant extent by the Ger
man Emperor Frederick II when he issued an edict which was to

2become the Magna Charta of the profession of pharmacy. In 
essence, this edict included three essential regulations:
(1) separation of the pharmaceutical and medical professions,
(2) official supervision of pharmaceutical operations for the 
protection of the public, and (3) compulsory use of a pre
scribed formulary according to which medicaments could be 
prepared.

Although significant developments occurred in many 
countries, it was Italy that became the cradle of European 
professional pharmacy. It was here that the "guild” system

^Edward Kremers and George Urdcuig, History of Phar
macy (Philadelphia: J. B, Lippincott Company, 1949), pp. 17
18.

^Ibid.. p. 35.
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developed which has dominated the European practice of phar
macy. In the Renaissemce of the fifteenth century and later, 
pharmacy, as well as chemistry, was enriched. Because of the 
extensive search for elixirs of life and methods by which
gold and other substances could be artificially prepared,

1this was called the "Age of Alchemy."
Unlike the pharmacy practice in Italy and Freince, 

pharmacy in Germany has been rigidly regulated by the govern
ment. Chemistry developed along with pharmacy in German 
apothecary shops, and both the chemical and the pharmaceuti
cal industries emerged from the meager circumstances in those 
shops. In Germcuiy, the sale of sugar, spices, liquors, wines, 
tobacco, coffee, and chocolate were restricted to the apothe
cary. The prime reason was the securing of a livelihood for 
the apothecary. Later on, the monopoly rights became re
stricted largely to medicaments. The development of pharmacy 
in England came later than in Italy, France, or Germany. The 
English apothecaries had difficulty in separating themselves 
from the Grocers* Guild, which had exclusive control over 
imports. The separation was accomplished only after the phar
macists acquired separate guild status by royal decree.

In pharmacy the guild restraints have continued 
in continental Europe right down to the present day.
They are to be found in the restrictions on the num
ber of drugstores and in the price-fixÿig agreements 
on the goods and services they supply.

1 2 Olsen, op. cit., p. 13. Ibid., p. 15.



13
In reviewing Europesui pharmacy it is significemt to note that 
unrestricted licensing of drug stores is practiced in Bel
gium, England, Fremce, Hollemd, Portugal, Switzerland, and 
Spain, while the remaining countries in Europe grant certain 
concessions to drug store operators and restrict the number 
of stores that are licensed.

The early development of pharmacy in the United 
States followed the English pattern, with a close association 
with medical practice. Colonial pharmacies, whether owned by 
a physician, a pharmacist, or a "druggist," sold many pro
ducts in addition to drugs. Apothecary shops were estab
lished in colonial Boston, Philadelphia, and New York, and 
were manned for the most part by pharmacists who had been 
educated in Europe. Generally, the pharmacists were whole
salers as well as retailers, and it was through their efforts 
that the first pharmaceutical associations and schools were 
create'̂ .. These pharmacists provided country doctors with 
drugs and often compounded medicines in their own laborato
ries. Benjamin Franklin, who was deeply interested in phar
macy and medicine, prescribed piatent medicines and drugs in

2his shop in Philadelphia in 1729. Until after the Civil War, 
the number of educated pharmacists was comparatively small.

^Kremers and Urdemg, o p . cit., p. 121.
2Eric W. Martin cu&d E. Fullerton Cook (ed.). Reming

ton's Practice of Pharmacv. (Easton: The Mack Publishing
Company, 1961) p. 10.
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The general store with drugs as a sideline, and the physician 
who kept an open store, left little opportunity for the phar
macist proper to develop.

After the Civil War the drug store business in dye- 
stuffs and similar goods diminished with the rise of the 
American textile industry. Similarly, the growth of the 
building industry took away the drug store's paint and oil 
business.

With these changes pharmacy had its great oppor
tunity to develop its professional character; however, 
a powerful pharmaceutical industry, favored by alco
hol tax regulations which made it all but impossible 
for druggists to use this indispensable substance 
profitably, took over the manufacturing previously 
carried on to a large extent in drug store laborato
ries . ̂

Thus the development of the pharmaceutical industry and the 
increase in "proprietaries" and p>atent medicines had an im
portant effect on the development of the pharmacist and the 
American drug store.

The heyday of the medicine show came during the last
2two decades of the 19th century. Patent medicine promoters 

went to the public with minstrel shows, magic, burlesque, and 
other typjes of entertainment, along with extensive advertis
ing of their wares. The activities of the Women's Christian 
Temp>erance Union and the Anti-Saloon League in some localities

^Kremers and Urdan, op. cit., p. 296.
2James Harvey Young. The Toadstool Millionaires 

(Princeton: University Press, 1961), p. 190.



15
left one legal and almost respectable recourse open, namely 
the steady pursuit of health through highproof bitters.^

Since most American physicians dispensed their own 
medicines, the early American druggists did not enjoy a large 
amount of prescription business. Thus, the retail drug 
stores tended to sell a variety of merchandise, with the 
cunount of pharmaceutical service remaining limited emd dis
pensed by only a small number of educated pharmacists.

In Europe the pattern was much different. Pharmaceu
tical practice was controlled generally by relatively high 
educational requirements and the number of drug stores was 
restricted to the actual requirements for handling the demand 
for pharmaceutical service. The scientific training and eco
nomic security of the pharmacists in Europe enabled them to
concentrate profitably on their function as responsible dis-

2tributors of medicinal goods.
The proprietary drug business, involving patent medi

cines and brand-name products as opposed to prescription 
drugs, was of great importance to the development of the re
tail drug store in this country. The increasing tendency of 
f^ysicians to prescribe proprietaries instead of writing pre
scriptions which required compounding favored the development 
of the retail drug store rather than the professional

^Ibid.. p. 133.
2Kremers emd Urdang, op. cit., p. 297.
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1pharmacy outlet. Concurrent with this development the phar

maceutical industry has come of age, with the slow evolution 
of the centuries now being tremsformed into rapid revolution. 
With the recent development through research of the so-called 
miracle drugs including the sulfa drugs, emtibiotics, anti
histamines, hormones, tranquilizers and sedatives, the out
lets distributing these drugs have enjoyed a tremendous in
crease in business.

Figures alone reveal the scope of the industry's 
remarkable expansion. Drug sales at the manufactur
er's level in 1939 barely exceeded $300 million.
Eighteen years later the figure was climbing well 
above $2 billion. Proprietary drugs during this 
time increased less than three times. .Prescription 
drugs, meanwhile, increased 11^ times.

The drug industry has moved from a discreet and inconspicuous
position to a spotlighted place in the profit-minded, brawling
business community.^

In the United States the regulation of pharmacy has 
resided primarily in the individual states. Other influences, 
however, have had much to do with the development of the pro
fession of pharmacy. It was in 1852, that the American

1Ibid.
2Herbert S. Wilkinson, "History and Evolution of the 

Pharmaceutical Industry," The Workings and Philosophies of 
the Pharmaceutical Industrv (New York 20, N. Y .: National
Pharmaceutical Council, Inc., 1959), p. 14. (Address deliv
ered at the National Pharmaceutical Council Pharmacy Educa
tion -Indust jry Forum held at Princeton, New Jersey, August 23- 
27, 1959).

^"Filling Prescriptions Under Fire," Business Week, 
December 10, 1960, p. 140-154.
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Pharmaceutical Association was founded to encourage self- 
control and regulation. The activities of this national asso
ciation encouraged the formation of many state and national 
organizations. Almost without exception, the organization of 
a college of pharmacy in a particular state was preceded by 
the organization of a state association and the passage of 
laws pertaining to pharmacy within that state.

In 1900 the American Conference of Pharmaceutical 
Faculties was formed. It is now known as the American Asso
ciation of Colleges of Pharmacy. This association meets an
nually and gives consideration to the problems of curricula, 
teaching methods, teaching staffs, and other items pertinent 
to the training of future pharmacists.

In the interest of public health, every state now has 
lav/s res,.rioting in some manner the sale of drugs, medicines, 
and poisons. State boards of pharmacy function for the pur
pose of enforcing these laws. They also examine and license 
pharmacists, as well as insp>ect pharmacies and other places 
where drugs are sold. Federal laws also regulate the prac
tice of pharmacy. In a later section of this chapxter there 
is discussion of the preparation of drug store owners and man
agers. This demonstrates the extent to which professionalism 
of pharmacy has been accomplished through education. The pro
fessional status of pharmacy is today recognized as the privi
lege to practice pharmacy that is grsmted to registered phar
macists. It should be noted however that in some drug stores
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in the United States individuals who are not registered phar
macists are still actually dispensing drugs in violation of 
the l a w s S t a t e  boards of pharmacy, pharmacy associations, 
and collegiate prep>aration are aiming in the direction of 
full law enforcement and regulation to the degree required 
for bringing complete professional status to the field of 
pharmacy.

Retailing of Drugs and Associated Products 
in the United States 

The most common unit in drug store management in
volves an independent dealer in a drug store located in sepa
rate premises from any other kind of business activity. This 
is true today even with the current trend toward large scale 
operations in the retail drug field. Too, the management of 
the prescription shop within a discount house or other large 
scale merchandising outlet generally consists of a relatively 
independent operation within the confines of a larger retail 
business unit.

Classification of Retail Drug Outlets 
The terminal distribution of drugs in the United 

States is accomplished through retail drug outlets which may 
be broadly classified as follows:

^Ralph W. Clark, Orientation in Pharmacv (Philadel
phia : Lea and Febiger, 1961), p. 76.
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1. the Independent general-type store (including 

a local combination of two or three stores) operating 
with or without a voluntary agency agreement,

2. the chain drug store,
3. the relatively small prescription pharmacy or 

clinic prescription pharmacy, aind
4. the drug unit in a discount house, grocery 

store, variety store, or other large scale merchandis
ing outlet.

Within these broad categories, retail drug outlets may also 
be classified in terms of location, volume of business, and
extent of prescription business. However, in this section
material pertaining to the retail drug business is presented 
in terms of each of the four broad classifications.

Independent Retail Drug Stores
The independent retail drug store may be located in

either a rural or a metropolitan area. This kind of store
may vary from the traditional small drug store, which has
changed little in the last fifty years, to the modernistic,
multiple department drug store exemplifying the trend toward
large scale retailing.

Small town drug store.— The drug store located in the
center of a small town remains as the most numerous type of
drug store in this country. With 30 per cent of the people
in 1960 living on farms and in communities having less than

12,500 population, it is to be expected that the largest

Richard M. Scammon (Director of Census Bureau), "A 
Look at the America of the Future,“ U. S. News & World Report. 
October 16, 1961, p. 70.
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single group of drug stores in this country consists of drug 
outlets serving the many small communities.

To a large extent this small town type of drug outlet 
has been relatively unaffected b̂ ' changes in the retailing 
practices in metropolitan areas. The typical small town re
tail drug store is in the same location that it has occupied 
for many years. In many instances such stores continue to be 
operated by the original owner's family— ownership having 
passed from father to son.

The small town drug stores vary extensively in the 
degree of modernization. In general, they have considerable 
prescription business, sell non-prescription drugs, maintain 
a fountain service, and handle cosmetics and sundries. These 
stores engage in little price competition. The profit return 
is good, except in instances where rural communities have 
suffered substantial decreases in population. Local grocery 
stores and variety stores are their chief competitors, al
though current mobility of people results in some competition 
from retail outlets in other communities.

Operating expenses, including rent and salaries, are 
generally low. Thus, the small town retail drug store pro
vides a relatively stable and comfortable living for the phar
macist owner. The owner-manager is usually a community 
leader. His relationships with his customers are usually 
close, personal, and pleasant.
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Downtown drug store.— Many drug stores are found in 

the downtown areas of cities where pedestrian traffic is 
heavy. These stores are faced with competition from other 
independently owned stores and occasionally from chain- 
operated drug stores. Because of the heavy traffic of busi
ness people and shoppers, these stores usually feature meals 
and refreshments at soda fountains. The prescription depart
ment in this kind of store noxrmally accounts for a subs t cm- 
tial part of the total sales. With high operating costs, the 
downtown drug store must emphasize sales volume and the rapid 
turnover of merchandise and drugs.

This type of drug store in a heavily populated area 
is affected changes in the retailing practices of the area 
it serves. With the growth of cities, the customers tend to 
live far from the downtown area. Increasingly, suburban 
shopping center outlets have expanded their sales at the ex
pense of the downtown stores. Too, the increases in the num
ber of prescription shops and clinic dispensaries have made 
further encroachments on sales. With the increasing competi
tion from other drug outlets, the owner-manager of the down
town drug store is faced with competitive prices, both on 
prescriptions and front-end merchandise. He roust exhibit a 
high level of merchandising skill if he is to continue to 
make a profit.

Shopping center and neighborhood drug stores. — With 
the growth of metropolitan areas and the movement of people
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Into suburban areas, the Increase in the number of shopping 
centers and neighborhood drug stores has been extensive. Ac
cording to a recent survey, 57 per cent of all new stores are
opened in shopping areas while 19.2 per cent are opened in

1suburban neighborhoods. These retail drug outlets now ac
count for approximately one out of every four dollars in

2business done by the entire retail drug industry.
A shopping center usually consists of a group of 

stores which provide off the street parking for customers' 
cars. The center is operated under integrated management, 
but each store is separately owned. Typically, the shopping 
center drug store is a departmentalized store selling pre
scriptions and non-prescription drugs along with cosmetics, 
tobaccos, gift items, and various sundries. It frequently 
utilizes self-service cind emphasizes "cash and carry" buying.

The neighborhood drug store is very similar to the 
shopping center store except that it does not operate under 
integrated management. It is generally located in a small 
business district with grocery and variety outlets nearby.
It may provide soda fountain service, and, in an area with 
limited population, it may resemble the small town drug store.

"14.1% of New Pharmacies Are Located Inside Other 
Types of Retail Stores," American Druggist. February 5, 1962, 
p. 5.

2"Shopping Center Druggists Take 23% of Drug Trade $," 
American Druggist. September 18, 1961, p. 5.
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National Chain Drug Stores 

Chain stores generally operate on the principle of 
volume sales of stcuidardized merd^emdise ̂ emi^asizing low 
prices. Because of this, the possible number of stores which 
can be operated successfully in one locality is limited, thus 
leading to the widespread dispersion of units in a national 
chain over a wide area of territory.

Advantages in buying power sometimes permit chains to 
obtain larger profits than individually owned competitors. 
Loss leaders on nationally advertised brand merchandise are a 
frequent meems to create and hold customer traffic. Also, 
the chain may be able to utilize advantages of specialization 
of labor in areas of purchasing, fountain management, adver
tising, display, emd sales promotion. Better management is 
often secured in chain stores than in independent operations 
because of the compulsion under vdiich chain store managers 
work, rather than any inherent advantage they may have.

Facrtors in the recent increase in sales of chain drug 
stores are believed to be the building of larger stores in 
desirable shopping centers, the fullest use of self-service, 
and the increased emphasis on prescription business. In 1961, 
the chain drug stores had a 14 per cent increase over 1960 in 
sales, whereas the independent store operators gained only
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10.5 per cent. Chain stores increased from 4,544 in 1956 to

5,052 in 1962. There has been no corresponding increase in
2the number of independents.

It is apparent that recent court decisions which have 
generally invalidated the effectiveness of "fair trade” agree
ments have again led to large-scale group merchandising prac
tices with emphasis on price competition and limited service 
in which the chains have long excelled. The use of self- 
service techniques in drug stores is pointed up by Olsen :

The widespread acceptance and popularity of self- 
service with check-out for customers in grocery, 
variety, and hardware stores has led to its adoption 
in drug stores,^

Practically every chain drug store built today is a self- 
4service unit.

Prescription Pharmacies and Clinic 
Prescription Pliarruacies 

Accompanying the trend to larger shopping center de
partmental drug stores is the companion growth of the

"If Food Chains Purchase of Drug Chain Perils Inde
pendent Rx Men, NARD Will Ask Ban," American Druggist. Janu
ary 23, 1961, p. 5.

2Paul C. Olsen, "Drug Store Sales During 1961 Reach 
Zenith of $7.9 Billion," Drug Topics, Jsmuary 1, 1962.

3Paul C. Olsen, Marketing Drug Products (New Bruns
wick: Rutgers University Press, 1955), p.157.

Chain Share of Drug Trade $ Hits 24% Sharply Above 
the Long-Term Pattern," American Druggist. January 9, 1961, 
p. 5.
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relatively small prescription pharmacy or clinic prescription 
pharmacy, manned generally by one to three pharmacists, with 
75 to 95 per cent of total sales in the prescription depart
ment. These pharmacies supplement their prescription sales

1with related sales of “over-the-counter** drugs, proprietary 
drugs, related drug products, smd convenience items.

The prescription pharmacy or clinic pharmacy may be 
located in a separate building or in a medical arts building. 
The prescrip>tion pharmacy located in a separate building is 
usually quite different in management resp>onsibilities from a 
clinic prescription pharmacy located in a medical arts build
ing. In the latter shop, prescription business is relatively 
assured.

The pharmacist in the prescription pharmacy or the 
clinic seeks professional recognition as a medical consultant. 
He is in close contact with the medical profession and fre
quently serves as an advisor on drugs. He generally feels he 
is rendering a professional service which is superior to that 
of the typical retail pharmacist, vAio frequently has little 
contact with physicians cuid is concerned with the sale of a 
wide variety of merchaindise other than pharmaceuticals.

Prescription pharmacy operators may be recommended 
for membership in a professional association known as the

^Drugs which may be dispensed without the necessity 
of a doctor's prescription, including those ordinarily not 
advertised to the public but sold through professional recom
mendation of the pharmacist.
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American College of Apothecaries vhich requires high stand
ards in the dispensing of drugs. Membership in this associa
tion involves various restrictions on the sale of non-related 
merchcindisey including cigarettes, beverages, and convenience 
goods. Apparently many pharmacy operators have not chosen to 
sacrifice the "traffic" value possessed by certain of these 
non-related items of merchamdise, and this is probably one of 
the factors resulting in a relatively small membership in 
this organization.

The independent prescription pharmacy located on 
separate premises usually has extensive parking facilities 
and a "drive-in" window. It often contains a comfortable 
lounge room for professional consultation and relaxation. 
Because of the independent nature of this operation, the 
owner-manager must be alert to satisfy the desires of both 
physicians and customers. The clinic prescription pharmacy 
differs from the independent prescription pharmacy princi
pally by its location in a medical arts building and the 
existence of some degree of control over the pharmacy by the 
physicians practicing on the premises. The flow of customers 
is usually assured from the adjacent physicians’ offices, and 
usually little "merchandising" effort is necessary, other 
thcin maintaining the good will of the customers and the 
physicians.

A paradox frequently exists in the close professional 
relationships existing between physicians and pharmacists in
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these pharmacies. The sole dependence of the pharmacist on 
prescriptions for his livelihood may place him in a position 
of dependence on the medical profession, which, in turn, 
tends to lead to "unethical" relationships.

A recent survey showed that there was a 15 per cent 
increase in the number of doctor-owned clinic pharmacies in 
1961, in the face of the fact that the American Medical Asso
ciation, the Americem Pharmaceutical Association, and a Con
gressional Committee all took close looks at the practice.^ 
Apparently mamy medical clinics also look upon their prescrip
tion pharmacy as a means of paying their building costs. The 
possible dangers resulting from over-prescribing and over
charging for prescriptions from such situations points up the 
desirability of complete separation of control of the phar
macy from that of the medical profession.

One of the most effective promotional devices which 
characterize these operations is the usual direct telephone 
line to each physician's office, which placed the physicicui 
in instêuit contact with the pharmacist. Most prescriptions 
are called to the prescription shop, and the close communica
tions encourage the consultation between the f^ysician and 
the pharmacist. Delivery service is often demanded by the 
patrons of this type of outlet, along with the extension of 
credit.

\lumber of MD-Owned Clinic Pharmacies Up 15%",
American Druggist. December 11, 1961, pp. 5-6.
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The professional nature of the prescription pharmacy 

with emphasis on personal service results in a large degree 
of freedom from price competition. Because of decreased over
head expenses, these shops can be very profitable to their 
operators on limited sales volume. The professional prescrip
tion pharmacist generally considers himself to be the "phar
macist of the future," dedicated to the full-time dispensing 
of drugs and related products.

Drug Unit in a Large-Scale Merchandising Outlet
According to a recent survey, 14.1 per cent of new 

pharmacies were located inside other types of retail outlets, 
including 9.1 per cent in discount houses, 2.0 per cent in 
department stores, 1.5 per cent in supermarkets, and 1.5 per 
cent in variety stores.^ These large-scale merchandising 
outlets are apparently attracted to drug dispensing because 
of various factors, including attractive profit margins, the 
desire to add prestige to their operations, zm attempt to 
diversify their operations, and the use of the drug depart
ments to establish traffic and maintain "one-stop" shopping 
for their customers.

Thrusting itself upon a retail drug distribution sys
tem previously dominated by the independent drug store is the 
recent advent of the "discount house." This enterprise, like 
groceiry supermarkets, constitutes a new trend towards

^"14.15 of New Pharmacies . . . ," op. cit.. p. 5.
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one-stop shopping, and illustrates the use of organizational 
techniques. The emphasis on volume sales with low unit mar
gins of profit has extended to prescription sales amd has 
constituted the biggest single factor in reducing prescrip
tion and drug prices in metropolitan areas.

These operations have undoubtedly a]ready caised the 
failure of many independent drug stores in metropolitan areas, 
and their probable expansion constitutes a prospective ele
ment of chamge in the customary retailing methods of the past. 
This is a subject of constant conversation amd concern among 
independent retail pharmacists throughout the country. The 
best available data indicates there are about 700 discount 
store prescription departments in existence today.^

Because of the sales volume of these prescription 
departments, their effect on competition is far greater than 
the number of outlets would indicate. The American Druggist 
estimates that 90.6 per cent of U. S. drug stores are now 
confronted with "discount competition." As a result, accord
ing to their survey, 44.2 per cent of these drug stores have

2suffered sales declines averaging 11.1 per cent. If the 
discount outlet does not feature a proscription drug depart
ment, it will usually offer a wide line of drug, health, and 
beauty aids at reduced prices, often the prescription

^"Discount Competition," American Druggist. July 23, 
1962, p. 5.

^Ibid.
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department Is operated under a lease arramgement with a drug 
chain operator, or an independent pharmacist.

The introduction of only one large discount operation 
in a metropolitan area leads to price-cutting which permeates 
the entire area. As yet, only the metropolitam areas have 
been seriously affected, but the recent introduction of pre
scription departments in increasing numbers by grocery super
markets , variety stores, and other large-scale operators has 
indicated a possible change in control of drug distribution.

These operations may represent the breaking of the 
customary price structure on prescription and drug products, 
and introduce elements of concern for the professional phar
macist. As pointed out previously, the professional pharma
cist views the dispensing of drugs as a personal relationship 
between himself and his customers. He feels that the rela
tionship should be controlled in a professional atmosphere, 
rather than one in which merchandising considerations are 
predominant. He generally believes that discount operations 
represent predatory price-cutting practices which may destroy 
pharmacy as a profession by lowering profit incentives.

Discount houses may be over-rated as a source of com
petition for the independent druggist, according to Dan Ren- 
nick. Editor of the American Druggist. He reports that the 
average discount house with a prescription department is cur
rently doing about $45,000 in prescription business per year, 
as compared with $68,000 in prescription business currently
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1being handled by the average shopping center store. The 

chief characteristic of the discount house appears to be low 
prices, whereas the chief characteristic of the shopping cen
ter store appears to be a big parking lot which emphasizes 
convenience. Rennick concludes that convenience will always 
be a more pertinent factor in regard to drug sales than price 
competition. He supports his contention by citing various 
surveys which show that housewives shop predominantly on the 
basis of convenience, rather than price.

The food retailing chains have recently shown an in
creased interest in establishing beachheads in the retail 
drug trace.

The basic incentive for the growing crop of merg
ers in the retail field, it has been evident from the 
beginning, is the appeal to food chains of the rela
tively high margins on typical drug products, plus 
efforts to strengthen competitive positions via di
versification of product lines.^

Food chains have long operated departments featuring 
toilet articles and proprietary medicines. Paul C. Olsen, a 
leading drug marketing authority, has commented as follows :

Supermarkets and other food stores have found 
that if they continue to retail drug products, their 
costs for handling and selling these articles become 
about the same as those of drug stores, department 
stores, variety^stores, and other retailers dealing 
in these lines.

1Dan Rennick, "Straight Talk," American Druggist. 
October 1, 1962, p. 17.

2"If Food Chains Purchase . . . , o p . cit.. p. 5.
^Olsen, Marketing Dnuq Products, o p . cit.. p. 204.
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He further stated that in Instances when they have succeeded,
they have done so because " . . .  they are doing as good a job

1as their competitors or better."
Department amd variety stores also have featured sta

ple toilet articles amd preparations for mamy years. In a 
few cases, extensive lines of proprietary medicines are also 
sold, and occasionally a prescription department is featured.

According to the Aroericam Druggist, 187 department 
stores in the United States include prescription departments, 
with one out of every three of these departments established 
in the past 10 years. As state pharmacy boards have recently 
shown a disposition to "get tough" about restricting the 
sales of non-prescription drugs to establishments supervised 
by registered pharmacists, more amd more depairtment stores
have decided to employ pharmacists, so they can continue to

2sell "restricted" drugs.
The movement of department stores to establish pre

scription shops was recently dramatized by the opening of the 
first Sears, Roebuck and Company drug store in Ft. Worth, 
Texas.^ Somevariety chains also have expanded recently into

^Ibid.
2"33% of All Dept. Store Rx Sections Were Launched in 

the Past Ten Years," American Druggist. January 22, 1962.
^"The First Sears Pharmacy, " Drug Topics, July 2, 

1962, p. 1.
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the "discount" type of operation and are establishing pre
scription dmig departments.

Retail Drug Price Competition 
Price competition has played an importemt part in the 

development of our present retailing structure. In the early 
part of this century, the mass production of proprietaries 
and patent medicines resulted in price-cutting. Defenses 
against this led to the unification of as many stores as pos
sible into one organization, either as chain stores or as 
voluntary agency stores under a contract to handle certain 
lines of merchandise.

Certain drug firms operated their own chain outlets 
and also maintained "agency" contracts with independent finan
cial units who agreed to purchase minimum amounts of merchan
dise (often including private brêuids manufactured by the sup
plier), in exchange for special discounts, local and national 
advertising, and a distinctive store sign.

In the 1930's the introduction of "fair trade" laws 
exerted a profound influence on the nature of our present re
tailing system. These laws made it possible for the manufac
turer to use contracts binding on all parties in enforcing 
his prices. The trend toward the chain store cind integrated 
retailing practices was apparently checked by these laws, 
which served to protect the price structure for the small in
dependent drug store retailer. Accompanying the "fair trade"
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laws and anti-chain store legislation of the 1930's was a re
surgence of the desire of the public for personalized service, 
which also played a part in stopping the trend toward combina
tion retailing of drugs.

Recent court decisions have invalidated "fair trade" 
laws in many states. In metropolitan areas there is extreme 
pressure on the price structure of drug products as well as 
other merchamdise with resulting emphasis on quantity and
group buying and distribution policies as a means of securing

1a price advantage. This is resulting in am increase in 
chain store operation, multiple store operation, and associ
ated buying groups. With the emphasis on reduced prices, the 
independent drug store operator again is seeking meams to 
purchase more advantageously through cooperative buying prac
tices .

The partial invalidation of fair trade laws has thus 
played a major role in bringing about an unregulated price 
structure on drug products. As a professional man the phar
macist generally believes that the price of his product should

2include a professional fee. Because of the dual nature of 
the distribution of drug products, in which the price of the 
prescription represents both the price of the medicine and 
the cost or fee of dispensing, the pricing of prescriptions

^"McKesson Tests Voluntary Ad 'Chains'," American 
Druggist, May 14, 1962, p. 9.

2Clark, OP. cit., p. 111.
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presents a serious problem to the pharmacist. Sales of mer
chandise are traditionally based on competitive pricing in 
this country, yet professionalism represents the cuitithesis 
of price cutting— thus the professional pharmacist, in at
tempting to establish uniform rate schedules for the pricing 
of drugs, is confronted with possible violation of govern
mental price-fixing restrictions.

In addition, the recent expansion of the drug indus
try has brought about increased competition in the pricing of 
drug products. In recent years, the American Pharmaceutical 
Association in its publications has recommended the use of a 
professional fee system of pricing prescriptions, in which a 
fee would be added to the cost of the drug, but wide accept
ance has not yet been achieved.

Accomp>anying this trend toward emphasis on price in 
drug distribution is the oppxssing trend leading toward the 
professional prescription shop, in which professional service 
generally takes precedence over price considerations. These 
apjothecary shop>s may be located on separate premises or lo
cated in a medical arts building. Generally, a large segment 
of the pnablic appears to be patronizing outlets in which 
quality and professionalized personal service devoted en
tirely to the distribution of drugs amd related items is 
stressed.

At the same time, the drug store statistics indicate 
that the number of prescription shops located within other
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retail outlets, such as grocery stores, variety stores, and 
discount houses is increasing. While the location of the pre
scription shop within another retail outlet generally results 
in the full-time dispensing of drug products by registered 
pharmacists, this is generally accompanied by volume sales 
based on a price emphasis without the close professional re
lations and professional control usually associated with the 
prescription apothecary.

The Preparation of Drug Store Managers cind Owners
Drug retailing is presently undergoing rapid changes 

cind there appears to be a very real danger that drug dispens
ing may become am operation lacking in professional character. 
If the drug store is to be the "professional health center of 
the community," the pharmacist should possess a knowledge of 
business that will enable him to function effectively in his 
dual capacity as professional pharmacist and business msm.

Today the curriculum for preparing pharmacists who 
will become prospective drug store owners and managers is 
divided into four distinct phases designed to emphasize the 
development of:

1. General knowledge.
2. Technical pharmaceutical competence.
3. Business administration ability.
4. Background of practical experience.

This educational pattern is am outgrowth of a number of sig
nificant stages in the development of the pharmacy curriculum.
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General Knowledge

The inclusion of general education courses in the 
preparation of pharmacists has been based on the realization 
that professional specialized education must be supplemented 
by basic knowledges of the complex world in which we live.

Under the American system, professional men 
largely set the fundamental pattern of national 
life. The character of that pattern depends not 
alone on their technical ability . . .  it also 
depends . . .  upon their attitudes. The ends 
toward vdiich abilities are used are just as im
portant in determining the outcome in national 
life and individual life as the abilities them
selves . . .

That a broad education in the ideas and ideals of 
civilization and in the organization and management of a demo
cratic social order is a major concern in all higher and pro
fessional education has been recognized by the Pharmaceutical 
Curriculum (a comprehensive published report prepared for the
Committee on Curriculum of the American Association of Col-

2leges of Pharmacy). It is generally appreciated that the 
question of general education cannot be evaluated in terms of 
the immediate material value of such education to the student. 
Instead, it must be viewed from the standpoint of the ultimate

Robert E. Doherty, The Development of Professional 
Education. (Pittsburg, Pa.: Carnegie Press, Carnegie Insti
tute of Technology, (1950), pp. 32-33.

2American Council on Education, Pharmaceutical Cur
riculum, Committee on Curriculum, American Council on Pharma
ceutical Education, Lloyd E. Blauch and George T. Webster, 
(Washington, 1952), p. 64.
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value of the student's education to himself, to his profes
sion, cuid to society as a whole. ̂

During the early development of pharmacy curricula, 
only passing interest was given to the establishment of a 
general education background as a basis upon which to build 
professional and scientific training. As late as 1948, the 
majority of the colleges of pharmacy included in their cur
ricula fewer than 15 semester hours in the humanities amd

2social sciences.
Furthermore, it was observed that the programs of 

courses then in existence included few, if any, courses vhich 
aimed at the application of imagination and intelligence in 
the consideration of social problems and in the administra
tion of public affairs,^ The Pharmaceutical Curriculum pub- 
lished in 1952 recommended that general education should be 
stressed to a greater extent.

With the adoption of the five-year pharmacy curricu
lum by all accredited schools of pharmacy, the general educa
tion programs as presently conceived are included principally

^George E. Crosses, "Education vs. Training in Phar
macy ," American Jouimal of Pharmaceutical Education. XI 
(1947), p. 257.

2American Council on Education, Pharmaceutical Cur
riculum. OP. cit., p. 74.

^Ibid.. p. 75.
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1in the first two years, under the popular two-three plan.

It is contended by many that rather than concentrate the gen
eral education courses in the pre-professional program, these 
courses should be interspersed throughout the five-year pro
gram.

Many problems remain in implementing an effective 
general education program in pharmacy schools. Lloyd Parks, 
Dean of Pharmacy at Ohio State University, asks for greater 
emphasis on general education as follows :

For years there has been a difference of opinion 
as to the value of the so-called general education 
courses in the curriculum, and this extends to even 
the five-year program. . . .  We are frequently criti
cized for lack of "practical" courses in the curricu
lum. . . . What could be more "practical" for the 
pharmacist . . .  than a better ability to use his 
native language . . .  a better knowledge of psychol
ogy . . . economics . . . sociology and political 
science to understand better his position in the 
changing environment . . .  to which health profes
sions are being subjected? It may well be that the 
future of pharmacy will depend as much on these 
things as upon the professional competence of the 
pharmacist.^

Because of local requirements, in some universities 
rigid programs of general education in pre-professional areas 
are not subject to modification by the different professional 
scliools. Consequently, great variation exists in current 
general education programs as administered in pharmacy

^This plan includes two years of pre-professional (or 
general education) training and three years of professional 
training.

2Lloyd D. Parks, "What Price Professionalism," Ameri
can Journal of Pharmaceutical Education. XXV, (1961), p. 533.
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schools. The problem of the Integration of general education 
electives within the professional curriculum is one vdiich re
mains unsolved by all professional schools, not just those 
offering the pharmacy degree. ̂

Technical Pharmaceutical Competence 
The founding of the American Pharmaceutical Associa

tion in Philadelphia in 1852, marked the beginning of a 
national organization to improve the technical competence of 
pharmacists in this country. Its founders admitted that many
were engaged in the practice of pharmacy who were not properly 

2qualified.
Further impetus was given to the development of tech

nical competence in 1904, vdien the New York legislature 
adopted a law that made graduation from a school of pharmacy 
a prerequisite for examination euid registration by the State 
Board of Pharmacy. In 1915, Pennsylvania followed suit and 
at present practically all the states have adopted similar 
legislation.

In 1900, a college association was founded under the 
name of The Conference of Pharmaceutical Faculties (changed

^Edward S. Brady, "The Six-Year Program the First 
Decade," American Journal of Pharmaceutical Education, XXIII, 
(1959), p. 76.

2Americêtn Council on Education, The General Report of 
the Pharmaceutical Survev. 1946-1949. Committee on the Phar
maceutical Survey, Edward c. Elliott, Director (Washington, 
1950), p. 3.



41
to Americsm Association of Colleges of Pharmacy in 1925).
Since its establishment, the length of the course in the re
cognized pharmacy schools was first increased from one to two 
years, and then in 1925, to three years. In 1932, the three- 
year course was replaced in the accredited schools of phar
macy by a full academic course of four years, placing phar
macy on the same footing with other branches of science 
taught in institutions of higher learning. In April 1960, 
the five-year minimum course was made mandatory for all ac
credited pharmacy sdhools.

Pharmaceutical Curriculum.— Specific concern for the 
technical and other phases of the pharmacy curriculum was 
first evidenced in 1910 when the Pharmaceutical Syllabus was 
first compiled by the New York State Board of Pharmacy. It 
was originally prepared by a Syllabus Committee composed of 
members of the Boards of Pharmacy and representatives of the 
American Conference of Pharmaceutical Faculties. The Syllabus 
was revised five times and represented a significcuit effort 
extending over a 36-year period to determine what should be 
included in a pharmaceutical curriculum.

The Syllabus consisted of a general outline of 
courses of study by subjects and hours of instruction, with a 
series of detailed outlines of subjects to indicate the
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general scope amd character of the instruction to be given by 
the teacher amd the work to be done by the student.̂

The purpose of the national syllabus was to give all 
state boards of pharmacy a uniform outline of the ground to 
be covered by their examinations and give the colleges and 
examinees definite knowledge of the preparations expected by 
the boards. The Pharmaceutical Syllabus, as developed in 
1910 amd utilized with revision until 1946, gave increasing 
emphasis to required amounts of technical preparation. For 
example, the specific clock-hour requirement in physical 
sciences and mathematics in 1910 was 400 hours. The require
ment was increased through the years to 960 clock-hours in 
1945.

In 1932, the American Council on Pharmaceutical Edu
cation was organized to serve as an accrediting agency for 
schools of pharmacy. It is composed of three members each 
from the American Association of Colleges of Pharmacy, the 
American Pharmaceutical Association, and the National Associa
tion of Boards of Pharmacy, along with one representative

2from the American Council on Education. The Council, begin
ning in 1937, required the colleges to use the Pharmaceutical 
Syllabus as a curriculum guide. Because of later objections

^Americam Council on Education, The Pharmaceutical 
Curriculum, op. cit., p. 20.

2H. G. Hewitt, "Pharmaceutical Education in the 
United States," American Journal of Pharmaceutical Education. 
XXII, (1958), p. 159.
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to the rigidity of the Syllabus, the Council, in 1946, aban
doned its use as a basis for accreditation. This led to the 
establishment of a Committee on Curriculum of the Americem 
Association of Colleges of Pharmacy, vdiich published the 
Pharmacy CurrAculum in 1952 to serve as a guide to colleges 
in establishing their respective curricula.

The Pharmaceutical Survey^ was the basis upon which 
the Pharmaceutical Curriculum of 1952 was formulated. This 
comprehensive survey was directed by the Americem Council on 
Education emd was financed by the American Foundation for 
Pharmaceutical Education. This is an organization established 
in 1942 2uid supported by the leading drug memufacturers, the 
various drug outlets, and the pharmaceutical press. The 
Pharmaceutical Survev assembled, to the extent possible, the 
critical facts relating to the pharmaceutical education, 
practices, services, and trade. This survey has constituted 
a tremendous benefit in the development of pharmaceutical 
education.

The Pharmaceutical Curriculum of 1952, still followed 
quite closely by the colleges, contains recommended courses 
to be offered and suggested course outlines, accompanied by 
general recommendations as to educational philosophy and ob
jectives. A total of 29 technical subjects carrying 145 
semester hours of credit are recommended, apart from those

^American Council on Education, The General Report of 
the Pharmaceutical Survev. op. cit.
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subjects which deal with the humanities^ social studies, emd 
English in the general education of a pharmacist.^ Pharmacy 
administration is recognized as an essential phase of the 
total pharmacy preparation program, with an additional fif
teen credit hours of recommended course work. It is self- 
evident that the Pharmacy Curriculum is intended for use both 
as a guide for the five-year program and a goal to be achieved 
in a six-year program.

Business Administration
Interest in pharmacy administration courses and the 

offering of them has developed slowly. Perhaps the best evi
dence of this is that in the 1945 Edition of the Pharmaceuti
cal Syllabus only 144 clock hours (the equivalent of 9 semes
ter credit hours) of pharmacy administration study was recom- 

2mended.
The development of the Pharmaceutical Curriculum in 

1952 served as a guide in expanding somewhat the offering of 
pharmacy administration courses. There is today remaining 
much confusion and indecision relative to the need for devel
opment of business administration ability among pharmacists. 
The study area has, however, been defined as follows :

Pharmacy administration . . .  is the study of 
the acquisition, management, and operation of a

^American Council on Education, Pharmaceutical Cur
riculum. OP. cit., p. 190.

^Ibid.. p. 172.
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retail pharmacy. Broadly conceived, it deals with 
facts emd principles that are appropriately covered 
under economics, accounting, drug market^g, phar
macy roemagement, emd pharmaceutical law.l

The Pharmaceutical Curriculum in 1952 recommended 15 
credit hours in pharmacy administration, distributed among 
five 3 semester hour courses as follows : principles of eco
nomics, as a foundation course; drug marketing ; pharmacy ac
counting ; pharmacy memagement; and pharmaceutical law (busi
ness law as em additional elective.) Courses in pharmacy ad
ministration offered in the colleges in 1952 averaged nine 
semester hours. Thus the recommendation involved an exten
sion of the offering amounting to six additional semester 
hours.

It is apparent that the administrative aspects of 
pharmacy have long been recognized as essential to instruc
tion in colleges of pharmacy. Instruction in the field of 
pharmacy administration is offered by all colleges of phar
macy, but in varying amounts. For excunple, one college may 
offer a single course in pharmaceutical law; in contrast, 
another college may include courses totaling as many as 18 
hours of credit, including the subject areas of economics, 
accounting, drug store nanagement emd jurisprudence.

^Ibid., p. 169.
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An article by Nelson^ in 1959 indicates that some 

0iannacy administration courses are much more widely taught 
than others. Pharmaceutical law ranks first, with 71, or 
97,3 per cent of the colleges of pharmacy offering a course 
under that title. Pharmacy management ranks next in popular
ity; a total of 95.9 per cent of the reporting colleges indi
cated that this subject is given. Pharmacy accounting is 
listed by 93.2 per cent of the reporting colleges. Drug mar
keting is taught in 68.5 per cent of the colleges and princi-

2pies of economics in 89 per cant.
Nelson reported also that business law is offered as 

a separate course in thirty-seven, or 50.7 per cent, of the 
colleges. Seven colleges combine business law with their 
course in fAarmacy law, while two colleges make business law 
a part of pharmacy management course. Four colleges combine 
drug marketing with pharmacy management ; also, one college 
combines drug marketing with two courses in its curriculum; 
namely, pharmacy management and new and official preparations. 
It will be noted that the customary hours of credit offered 
in the majority of subjects is 3 semester hours. Pharmacy 
management has the greatest range, consisting of one to eight 
semester hours of credit. Pharmacy law remks second with the

^Harold Nelson, "Pharmacy Administration Courses in 
Our Colleges of Phêtrmacy," American Journal of Pharmaceutical 
Education. XXIII, (1959), pp. 439-455.

^Ibid.. p. 446.
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greatest range of semester hours of credit; namely* two-

1thirds to six semester hours.
Several of the colleges surveyed hy Nelson indicated 

that through offering more specific courses dealing with 
aspects of pharmacy administration* they are better fulfill
ing the purposes of education for pharmacy administration.
The following courses are some they are offering: principles
of economics * business law* business correspondence, public
speaking* typewriting * advertising* salesmanship* marketing,

2and statistics.
Nelson recommended that the titles of all pharmacy

administration courses be made uniform and narrowed down to
the six basic subjects as set forth in the Pharmaceutical 

3Curriculum.
In a study of the implementation of the five-year

professional program in three typical schools of pharmacy* it
was found that the number of credit hours for required
courses of the business type (economics* accounting, adminis-

4tration* etc.) ranges from 9 to 18 hours.
In composing a list of the assets and liabilities of 

the pharmacy administration curriculum* K e m  lists four items

^Ibid.. pp. 446-447. ^Ibid.. p. 453.
^Ibid.. p. 455.
4Gunnar Gj erst ad* "The Implementation of the Five- 

Year Program*" Americsui Journal of Pharmaceutical Education. 
XXV (1961)* pp. 295-297.
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of major concern: (1) personnel; (2) equipment; (3) curricu
lum; (4) enrollment?* It appears that the lack of capable 
teachers has been a retarding factor in the growth of courses 
in this area. Also, the frequent lack of a retail pharmacy 
laboratory with fixtures, equipment, and merchemdise creates 
an instructional problem. K e m  predicts that the currently 
recommended 15 to 18 hours of instruction in pharmacy adminis
tration in the five-year prograun may possibly be increased to
25 hours with the probable adoption of a six-year pharmacy

2program by 1975.

Practical Experience
Before formal college education was established as 

the basis of licensing pharmacists, those vdxo wished to leam 
pharmacy served apprenticeships with pharmacists. The pur
pose of colleges of pharmacy was originally intended to sup
plement, rather than replace, this practical apprenticeship.
As a result, college training was looked upon as a substitute 
for practical experience.

Later, with the adoption of the four-year curriculum, 
the apprenticeship period generally became one year. At pres
ent, practical experience in a licensed pharmacy is a prere
quisite for licensure in practically all the states, but

^Joseph H. Kem, "Pharmacy Administration, Its Assets 
and Liabilities," Journal of Pharmaceutical Education. XXIII, 
(1959), p. 591.

^Ibid., pp. 591-593.
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there Is a wide variance in the requirements as to the manner 
in which this experience must be obtained. The evidence re
ported in the Pharmaceutical Survev raised serious doubt as
to the value of the practical experience for professional 

1purposes.
The judgment of the committee which prepared the 

Survev was that pharmaceutical education was treading on pre
carious ground in depending upon a practical experience re
quirement vdiicdi frequently was loosely administered. The 
conclusion was reached that the full benefits of the practi
cal experience requirement as an educational procedure was
not likely to be realized until it could be carefully con-

2trolled and directed by the colleges of pharmacy.
This points up the difficulties in bringing the gen

eralities and the practicalities of pharmacy administration 
together during a student's residence in college. It has 
been recognized that colleges of pharmacy tend to hold to an
idealistic view of pharmacy, and that their progrcuns empha-

3size the scientific and professional aspects. This has led 
to severe criticism by the more commercially-minded operators 
of drug stores.

^American Council on Education, The General Report of 
the Pharmaceutical Survev. o p . cit., p. 130.

2Ibid.. pp. 130-131.
3American Council on Education, The Pharmaceutical 

Curriculum, op. cit.. p. 188.
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The educational aspect of retail pharmacy consists of 

two phases— the pharmacy administration courses and the prac
tical experience requirement for licensure. The dual nature 
of the problem was described by Dr. Rex Call as follows:

The only way to became a better merchauidiser is 
to leam "on the job," or to accelerate this train
ing period via academic experience. College train
ing . . . will greatly shorten the time necessary for 
the pharmacists to acquire proficiency in such areas 
as buying, display, store location amd layout, ad
vertising, training of personnel, inventory control 
and pricing.̂

The problem of implementing an effective internship 
program for pharmacists, similar to that used in medicine, 
has been vigorously debated for many years.

The importance of practical experience cauinot be 
overemphasized as a prerequisite to licensure if it 
is prop>erly supervised and administered. Yet we find 
that as the formal educational requirements have in
creased, the practical exp>erience requirements have 
decreased and have become the most neglected educa
tional qualification in pharmacy.^

Brown recommends that before adding another year of 
formal training to the college curriculum, the year of appren
ticeship should be made a year of worthwhile professional 
training, uniform in all states. She suggests that the 
National Association of Boards of Pharmacy is the central

3organization to accomplish this.

^Rex V. Call, Drug Topics. (January 7, 1959), p. 16.
2V. Jeem Brown, "The Year of Apprenticeship Its Use 

and Misuse," American Journal of Pharmaceutical Education. 
XXVI, (1962), p. 48.

3Ibid., p. 50.
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It appears that there is a trend toward having the 

internship controlled largely by the college faculties in 
collaboration with practicing registered pharmacists who are 
approved by the college. Thus the diruggist would undergo 
periodic training by the college, and the internship would 
constitute a credit course in the college.

Some of the knowledges and abilities which the stu
dent should acquire from pharmacy administration courses and 
the practical expierience requirement, as suggested by the 
Curriculum Committee of the American Association of Colleges 
of Pharmacy are as follows:

1. ability to establish amd maintain propter 
customer-pharmacist relationship, interprofessional 
relationship;

2. confidence, efficiency and disptatch in pre
scription practice;

3. familiarity with brand names and package 
typtes of drugs, proprietaries, emd microbiological 
and biological sptecialties ;

4. familiarity with drug sundries, and health 
and sickroom supplies;

5. acquaintemce with the mechanics of ordering 
emd keeping inventories of narcotic drugs ;

6. a method emd knowledge of the importemce of 
establishing an efficient routine for hemdling the 
essential details for store housekeeping;

7. information about the seasonal recurrence of 
demands in medication and merchandise and the im
port emce of buying merchemdise in proportion to 
sales volume of the store so the inventory is kept 
in balance; emd

8. ability to make decisions regarding purchas
ing, store arrangement, and financing.^

^American Council on Education, The Pharmacy Curricu
lum, OP. cit.. p. 195.
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Summary

Pharmacy has developed as a separate profession which 
has been largely practiced in the general type drug store in 
this country. The emphasis of the pharmaceutical industry on 
pre -compounded brand name products and packaged medication 
has favored the establishment of this type of outlet.

The regulation of the distribution of drugs has been 
centered in state boards of pharmacy, which function to en
force state laws regulating the distribution and sale of drug 
products. State laws generally require the handling of drugs 
by registered pharmacists who must undergo collegiate prepara
tion for licensure.

With the rapid growth of the pharmaceutical industry 
cind the increase in drug distribution, the retailing of drugs 
is undergoing rapid change. The influence of large scale re
tailing practices is making itself felt, emd traditional con
trols êuid practices in the distribution of drugs and related 
products are being challenged. The invalidation of fair trade 
laws in nany states has led to increased emphasis on price 
competition in which the typical independent retailer is seek
ing means to compete effectively with large scale retailing 
practices.

Accompanying the trend toward the retailing of drugs 
in large-scale outlets is the divergent development of the 
relatively small professional prescription pharmacy or clinic 
pharmacy. A sizable segment of the public apparently prefers
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a professional type of outlet which restricts its activities 
to the selling of drugs and related drug products.

Today, collegiate preparation for the practice of re
tail pharmacy must include (1) general knowledge; (2) techni
cal lAiarmaceutical competence; (3) business administration 
ability; (4) and a background of practical experience. The 
Pharmaceutical Curriculum recommends a 160 semester hour pro
gram of technical smd business preparation including 145 
hours of technical pharmaceutical courses, and 15 semester 
hours of pharmacy administration courses. In addition, empha
sis is placed upon the importance of general education courses 
and the necessity for supervised practical experience. With 
the recent adoption of the five-year program, steps have been 
taken to implement the total curricula.

The pharmacist must possess the necessary knowledge 
to assume his responsibilities as a competent professional 
man, business man, and responsible citizen. He must be pro
fessionally competent. He must have a knowledge of the busi
ness world in which he will practice, including techniques of 
buying, selling, accounting, finance, management, smd public 
relations. The professional and administrative aspects of 
the retail practice of pharmacy should be integrated into 
areas of practical application by means of an internship or 
practical experience requirement, preferably under supervised 
conditions.
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It appears that if the control amd direction of re

tail outlets distributing drugs amd related dmig products is 
to continue to be professional in character amd sound in its 
business practices, pharmacists must be prepared to compete 
effectively emd provide the pniblic with both the professional 
and business service it requires.



CHAPTER III

PROCEDURE IN DEVELOPING THE CASE STUDY INFORMATION

This chapter constitutes a description of the proce
dure utilized in this study for collecting, analyzing, and 
summarizing the primary data accumulated by means of the case 
study technique. In this investigation, a "case" consists of 
a relatively detailed report of the operations of one retail 
drug outlet. Each of the 40 cases involved includes a compre
hensive description of operations, analysis of related infor
mation, and summarization of the significant elements of mem
agement in the maintenance of the particular drug store.

General Circumstances 
Help from the Dean and faculty members of the School 

of Pharmacy, Southwestern State College, was utilized in the 
selection.-of each of the 40 drug store outlets. From a list 
of recommended outlets, individual stores were selected be
cause: (1) they were representative of the four distinct
types of drug retailing, (2) SWSC graduates owned or managed 
them, (3) the stores were located in parts of Oklahoma amd 
Texas where most SWSC graduates practice pharmacy, (4) the 
persons involved were willing to freely impart the required

55
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data, and (5) interview conferences could be arranged within 
circumstances reasonable to both the interviewee and the inter
viewer. The data accumulated in the last 10 of the 40 inter
views added no new material of value in formulating the phi^ 
losophy and guide to instruction which are presented as the 
outcomes of this investigation. The data in those cases, 
however, was extremely useful as it provided reinforcement of 
the findings in the first 30 interviews.

The drug units selected for this investigation in
clude stores that are representative of the four distinct 
types of outlets which characterize drug retailing. The four 
types of retail outlets are: (1) independent retail drug
stores, (2) national chain drug stores, (3) prescription and 
clinic pharmacies, and (4) drug units located in large-scale 
merchandising outlets.

In each of the 40 drug stores involved a graduate of 
the School of Pharmacy of Southwestern State College func
tioned ar an owner and/or manager. Thus, it was possible to 
acquire information from individuals who had obtained their 
pharmacy preparation under substantially similar conditions. 
This made possible the formulation of certain required basic 
assumptions and facilitated accurate interpretation of find
ings .

Most of the pharmacy graduates of Southwestern State 
College are located in the central and western parts of Okla
homa and in the nozrthwest part of Texas. Of 476 pharmacists
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who graduated from 1941 to 1962 Inclusive, approximately 218 
are located in Oklahoma and 158 in Texas. The graduates are 
engaged in the practice of pharmacy in small, medium, and 
relatively large communities. Therefore, the 40 drug stores 
studied in this investigation were chosen relative to loca
tion as follows : 7 in towns having less than 5,000 inhabit
ants, 7 in towns having from 5,000 to 20,000 inhabitamts, 11 
in cities having 20,000 to 100,000 inhabitants, and 15 in 
metropolitan areas with more them 100,000 inhabitants. The 
variations in population and geographical location typify the 
communities in whicdi most future pharmacy graduates of South
western State College will enter the practice of retail phar
macy and assume positions involving memagement responsibility.

The collection of the case study information involved 
personal interviews conducted with owners and/or managers.
The interviews were conducted between June 14, 1962, and 
November 27, 1962. Each interview was preceded by an intro
ductory letter from the Deem of the School of Pharmacy of 
Southwestern State College to the person to be interviewed.
In addition, each prospective interviewee was contacted by 
letter for the purpose of setting up the interview.

The interviews were conducted in the work environments 
of the drug stores. Thus, during each interview the store 
layout and display, along with various store records and re
lated data were available for examination. The time spent in 
the interviews ranged from one to three hours, depending upon
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the interruptions encountered and the extent of the interest 
amd cooperation displayed by the interviewee. Generally, the 
drug store o%mers and managers were interested in discussing 
their management problems amd were appreciative of the inter
est shown by the interviewer.

In each case the interviewer guided the discussion 
through the use of a brief outline of the interview topics. 
With the exception of data regarding the nature of the busi
ness operation which were entered during the interview, the 
interview was conducted with a minimum of note taking. Be
cause of the informality of this procedure, the owners and 
managers responded in am unrestricted mamner amd exhibited 
their individual concerns in discussing elements of mamage- 
ment essential to this stutfy. Immediately upon the comple
tion of each interview, all portions of the interview guide 
used for ensuring uniformity in the gathering of case infor
mation were filled in with care.

The Interview Guide 
One of the steps in the procedure for this investiga

tion involved the preparation of a tentative interview guide 
and its utilization in a number of trial interviews. This 
step made possible determination of the availability of infor
mation, the adequacy of the questioning procedure, and the 
most appropriate methods for conducting the interviews and 
recording data. From the information obtained in each of the
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trial interviews amd recorded in the interview guide, a case 
study report was written relative to the individual drug 
store unit. Based on the experience gained in the trial 
interviews, certain changes were made in the interview guide 
and in the methods of procedure. Using the revised interview 
guide, owners and/or managers in 40 retail drug outlets were 
then interviewed to gain the information with which this in
vestigation is concerned.

A completed interview guide is presented here to il
lustrate how information obtained in an interview was re
corded for development later into a case study report.
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Date Attgmt 8. 1̂ 62
Code Number 16

INTERVIEW GUIDE

I. Nature of Business Operation
A. Data concerning business operation 

Annual sales t 375.000_____________
Merchandise inventoiry t 6$ .000 
Merchandise turnover i
Amount of prescription business as a per cent of 

total sales 3$ p r  cent_____________________
Amount of charge sales as a per cent of total 

sales 50 per cent of pr##criptl<m ##!##______
Accounts receivable outstanding $ 10.000_____
Length of time in operation t r»*xm 
Fountain (yes or no)______Xtf__________
Operation (independent, agency, chain, or branch)

______ ladapendent_______________________:____________
Approximate population of city or town 128^000______
Number of employees 8 on regtOar dnty staff — _________

3 fomtaint 3 Arent endi 1 phaxteistt 1 msmistmnt_____
Approximate size of store 6,000 ft. (60 x 100)_____
Location in trade area:
In •hepplng center* nemr a enpermarket —  adjacent to a 
varied atore. Store occnpiea end position nearest street 
intersection —  easily seen in all directions —  spacious 
parking.

B. Distinctive characteristics of operation:
Includes sals of cosmetics* photographic stq>plies* gifts* and 
coaqplete fountain service. Four listed telephones. Store 
hours from 7:30 a*m. to 10:00 pou daily —  8:00 a m. to 
8:00 p.m. Sundays. Free delivery service. Publicised by the 
Soutfavestezn Brag Compaiy In the American Druggist magasine 
as a model store layout* using their fixtures* Reigned for 
convenienoe and efficiency. Ertremsly modem. Store Is an
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•utfMfwth of another shopping a tor# operation taken over 
alz year# ago hy two former gradnatea eho own teo-thlrda 
interest.

C. General objectives of manager:
To serre the onatwer. To learn something every day to 
improve the husineea operation.

D. Business philosophy of manager :
Manager believes comer drug store represents phamaqr at its 
best. Aoeessibllity to the public permits pharmacist to meet 
and serve more people than any other ̂ rpe of dreg oetlet. Ho 
believes that store location and personnel relations are the 
principal factors in his sWre's snocess. Store's motto is 
■Service*.

II. Merchemdisinq of Products and Services
A. Buying practices and principles

1. Sources
a. Independent

CenoentratieB of most perchasse eith one idiolesaler. 
Partners believe this insures special services, 
lith two stores, they buy more than any other 
account in the area.

b. Cooperative
lone. lot a meaber of any mholesaler'a or coopera
tive volume and advertiiiag plan as yet. Manager 
does not like the present type of advertising being 
used in this area —  believes it to be vnprofes- 
siMial.

c. Direct buying
Usual amount of direct purchases frma manufacturers. 
Censolidation of direct purchases with that of 
original store operation.

d. Other
Store features oen private brands, purchased direct. 
■V» purchase these unmamed brands from a special 
source and practically all of our custasers mill
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tain oar profasslonal advice and bay tbeaa branda 
If aa azplaia that oar oaa branda contain the aane 
Ingredlenta aa name brand draga." Adda to atore 
preatlge* Ineladea over-the-oeanter draga, anoh 
aa Titaalna and cold praparatlona.

2. Principles: Discount and Merchemdise turnover
policies
Average tanover. Management takes all diaeoanta*

B. Pricing policies and practices
1. General

Competitive on front^nd merchandiae. Recomaaanded 
prices generally felloaed in the prescription department •

2. Competitive and/or non-competitive
Competitive. Loss leaders featared —  considered a most. 
Customer traffic most be encouraged, even if customers 
are alloeed to *steal* some of the merchandise. Manager 
believes fair trade does not eork the eay most think —  
fair trade prices are minimums, generally preventing 
td^er prices on some products. Socials often featared 
on fountain items. Operate somewhat on philosophy of 
"bay for the poor and walk in riches —  bay for the rich 
and end up in rags."

3. Marking 
Mo comaent.

C. Nature of competition
1. Sources

Discount houses, bat none with prescription departmmts. 
Some from chain grocery store with prescription depart
ment —  not too severe yet, though it is cutting prices. 
Qroeexy stores may be hiring pharaacists to be licensed 
to sell certain drag products idiich do not require a 
prescription.
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2. Unethical competition

Do not ozohaago proscrlptieas with tho groeoiy otoro —  
one phyeleien has objeoted. *Z* Clinic Phaznaojr eppeara 
to be rebating 25 per oent to p)ymioiana for preacriptiona
—  thla elinlo alao refuaed to eacohange preaeription 
oopiea* eneonraging phyaidana to write repeat
preacriptiona to increaae ita buaineaa. Thla elinlo waa 
approved by the âwarican College of itpothecariea over 
proteata of moat phazwaoiata in the area. Manager Inalata 
the beat recoaaendation of a phamaciat ia that of hie 
eonpetltora.

3. Ways of meeting competition
Service. Advertiaing. Personal attention to enatcnera.

D. Advertising
1. Advertising effort

Manager bellevea advertiaing important bat not critical
—  personal eervloe more important. Area of atore trade 
has been nipped by regiatration devices evolvsd from 
advertiaing premotlena.

2. Policies in regard to promotional sales 
Generally weekend specials* wtlliming handbilla.

3. Profitable types of advertising
RmmAinm beat. Limited nssspaper advertiaing. Radio 
need some.

E . Selling practices
1. Personal selling, self-selection, and self- 

service
*Ve attempt to knos all oar enstomers by their first 
names —  there's nothing sweeter to the cnatomer."
LadLea prefer aelf-eervioe. TTial-and-error method of 
training clerks. Oocaaional atore meetings between the 
two stores#
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2. Layout and display

Stor* ftxtvTM and layout by 8#uth##et#m Drug Coapuy* 
Apenslve, but worth It. D#siga#d for wstIt o  offl- 
oioney. Roundod eom«r in oommtio# dtpartaont lAiich 
baa wmpplng cooator. Preadnant praaeriptloB dapartaant 
—  28 z 20 and ralaad —  loa calling front for aaphaala. 
Cbadk-out eaah raglatar adjacent to two antranoaa. 
Original daaign wnaatiafaetozy —  now antranoa inatallad 
adjaeant to atraat traffic now popular antranoa.

F. Nature of inventory and purchase control
lo ayatanatimad control. Biannual atatawanta and 
individual auparviaion.

6. Traffic promotion and special services
1. Devices and methods to increase traffic

Motto ia ■Cnatotaar garvioa". 8ada fawntain boat traffic 
darloa. Kxtanalvw gift linaa. A#haala on aftar-houra 
aarrioa. Tfaraad dlaplay. Fraa eoffaa and ooka tiefcata 
for praaeriptioa enatonara.

2. Special services to promote the business 
operation
Fraa dalivary. Alphabatie praacription fila.

H. Credit practices in relation to customers
BMphaaia on eradit —  no raatriction othar than cradit 
applieatioa and approval. Laaa than one per cant bad debt 
loaaaa. TTtiliaa foraa for procaeeing bad (Aacka with county 
attomay —  alao foiws for awall olalna —  woxk through the 
Juatica of pence. Maintain a file of bad efaedc zieka^ at 
both caah regiatera.

I. Legal problems
1. Lease

Manager atreaaad that laaaa agreawant moat be carefully
draan —  qualified attorney important. One aentenoa 
left out^ coat 15,000 in additional aii'-condltioaing 
eoata. Thia waa brought out whan laaaa waa challenged 
by a diacount (paration. Laaaa held.
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2. Other

Pmrtnerehlp agreement oerafuUy drama —  important 
that it be in mriting.

III. Accounting
A. Nature of fincuicial statements and how they are 

prepared
Biemmal atatementa by outside accountant mho is closely 
associated mith both store operations#

B. Nature of êuialysis and interpretation of finemcial 
statements (comparisons amd summaries)
lo comment.

C. Methods of accumulating accounting information
Daily ■■■in j envelopes maintained. Modem cash register.
Cash control is emphasised.

D. Accounts receivable processing
Processed by an accounts receivable processing firm. Firm 
famishes microfilmed copies of accounts receivable. Pro
jected in the atore in seconds —  copying device utilised. 
Tickets prepared in triplicate; one eapf for store, one for 
cust<mmr, and one for accounts receivable firm. Billing 
taken care of by same firm. Appears to be morking very 
satisfactorily.

E. Preparation of payroll and tax reports 
Processed by outside accountant.

P. Types of prescription records (other than required 
by law)
"Locate* alphabetic prescription files used.

G. Departmentalization (types emd purposes)
Large molti-dramer ^pe cash register; cost, $k,$00. Sales 
departmentalised because of cash register capacity. One key 
used for both federal and state taxes. Purchased as a result 
of $2,000 to #3,000 cash shortage idiich coaid not be accounted 
for. After closing, manager totals cash registers and controls 
tapes to mfaleh employees do not have access. Accurate 
operation of cash registers required. Molti-dzmmer feature 
gives control. Shopping service also utilised.
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H. Procedures for paying bills and expenses 

ProMSMd by outside aeeountaat*

IV. Personnel
A. Nature of personnel

(See data coueeming bneiness operation.) TWo registered 
pharaacists* Only trained personnel used —  too ezpensire 
to train them# Would like to train can fountain help if 
time mould permit. Erazy phazmaeist here has manageawnt 
responsibilities. When on duty each is in diarge of atore 
mith authority over personnel. Manager beliemss phazsacy 
jadcets should be m o m  to promote professional atmosphere 
— . othar tec partners have decided on idiite shirts and ties.

B. Selection and training
ITial-andi^rror supervision on the job. ?ezy isgwrtant that 
store personnel be friendly and pleasing in appearance. Mo 
place for "sad sacks" in store. Cannot listen to "hard luck" 
stories in selecting personnel. Selection of employees must 
be based solely on business judgmsnt. Eapleyees require 
almost constant supervision.

C. Evaluation, compensation, incentives
Fringe benefits include an airplane mith free private flying 
lessons for pharmacist employees, ilso, an outboard boat is 
availsble for use of store personnel. Both are carefully 
scheduled.

D. Personnel problems, internal control, etc.
Shopping service utilised to check honesty end merchandising 
efficient.

Finance
A. Capital fineuice (sources, problems, pitfalls)

Financed principally by too partners in original store. 
That first store mas bouf^t almost entirely from store 
profits. Managing partner contributed #15,000 for 2$ per 
cent interest —  shares equally in management control.
Mem store partially stocked from original store idiich 
greatly reduced expenses. Cnzrently meeting a #2,500 
monthly obligation. Manager stressed importance of legal 
assistance in partnership agreemmt.
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B . Insursmce

Ekt#n#ive Insurance carried, which ia ezpenaiwe though 
conaidared absolutely nacesaaxy.

VI. Public Relations
A. Methods of promoting public relations

1. Physicians and dentists
Generally close relations with physicians#

2. Customers
Chief eaphasis is placed here.

3. Employees 
Mo coament.

B. Professional advancement of pharmacy
1. Nature of membership and participation in pro

fessional associations
One mast have an affective organisation if pharmacy is 
a profession. Local organisation meets once a month —  
has a grievance eoamittee —  erring druggists are 
"called out" and must defend themselves. Stores are 
"shopped".

2. Nature of membership and participation in 
community activities
Some "participation.

3. Attitudes towards current problems in pharmacy
Manager believes pharmacy sold by manner in which the 
customer is treated. Believes a dinner-club speech is 
not enough to sell pharmacy. Severely critical of 
groceiy store prescription pharsacy mid pharmacists who 
work for them. Former friend is receiving $1,000 per 
month in such an operation. "Be knows and we all know 
that when they can get a man for $$00 they'll release 
him or reduce his salary. He is, in ry opinion, 
'selling out' his profession." Manager dislikes 
critislsm by professional clinic pharmacists. "I 
disagree with the professional prescriptiw ships uhich 
claim they are more 'ethical' than retail drug stores.
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Tfasy »re open peihfq)8 from 9*00 a.m. to 5*00 p.m. and 
mazy times they mill not open for an emergency or leave 
emergency phone numbers mith doctors. People don't get 
sick on schedule. If me are profsssionalB, me must 
furnish 2L-hour service. APtualiy, me get nem business 
this may from the prescription shops, lb mill accoMo- 
date patients or doctors after hours —  and they often 
transfer their business to mss. lb make it a practice 
to leave our phone number mith doctors and notify them 
mhere me can be reached on holidays .*

4. Attitudes towards educational preparation of
pharmacists for business management
a. Desirable general education 

lo comment.

b. Types of management training desirable for 
pharmacy graduates
Front-^nd opentlcu of a drug store deserves more 
attention. Eaphasis on meeting the public and 
developing public relations and contacts. Babar- 
rassing to hire a graduate pharmacist mhose certi
ficate says he is eaperionced mho does not knom 
hom to run a cash xmgister or make ohajsge. A 
pharmacist needs to knom fountain service.

c. Communications training needed by pharma
cists (speech, business letter writing, 
typewriting)
Speech training of some value* but personal 
relationships are more iiq>ortant.
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Report of a Typical Case 

The 40 case study reports on Wiich this dissertation 
is based are presented in the Appendix. One case is pre
sented here, however, to facilitate continuity in reading and 
to reveal exactly how each case was written from the inter
view guide associated with it. Each of the case studies is 
presented in the present tense, indicating conditions and 
practices existing at the time the interview was held. Sub
sequent events may have brought about certain changes in man
agement, personnel, and practices. It must be assumed, 
though, that these cases generally reflect continuing ele
ments of business competencies utilized in ownership and/or 
management of retail drug outlets.

The completed interview guide for CASE 16, as pre
sented in the preceding pages of this chapter, was utilized 
in the preparation of the report relative to the drug store 
which constituted "CASE 16". The complete case study report 
for that particular store is presented here.

CASE 16
Nature of the Store Operation

This is a new shopping center drug store located in a 
city of over 128,000 inhabitants. The store has been in 
operation for about two years and its sales amount to about 
$375,000 aumually on a merchandise inventory valued at 
$65,000 at cost. The prescription department accounts for
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about 35 per cent of the total sales, one-half of which are 
on credit. The store is operated in conjunction with an 
older shopping center store in another part of the city, 
which maintains a similar volume of sales. This new store 
represents an expemsion achieved by the success of the origi
nal store. Accounts receivable for the two operations are 
combined with approximately $10,000 representing the outstand
ing accounts.

The store features full drug and prescription depart
ments as well as cosmetics, photographic supplies, gifts, smd 
a complete fountain service. It occupies an area of 100 by 
60 feet, and was designed by the shopping center architects. 
The store has been publicized in a national drug magazine as 
having a model store layout, utilizing new fixtures installed 
by a prominent wholesale establishment in this area. It is 
arranged to enable employees to locate merchandise and dis
plays with maximum speed smd efficiency.

This shopping center drug store is located in close 
proximity to a giant food chain store and a chain variety 
store. An importauit factor in the success of the store ap
pears to be its position in the shopping center where it can 
be seen by street traffic from two directions, it is situ
ated in the end position closest to the street. The store is 
open weekdays from 7:30 A. M. to 10:00 P. M. cind on Sundays 
from 8:00 A. M. to 8:00 P. N.



71
The store memager graduated from the pharmacy school 

about six years ago. He purchased a 25 per cent Interest in 
the store from the two controlling partners idio own amd mam- 
age the original store. He is am aggressive, alert individual 
amd keenly interested in the success of this operation. He 
believes that the typical general type drug store represents 
pharmacy at its best, presenting the greatest opportunity for 
the pharmacist to serve the most people.

Merchandising
Buying.— The partner-manager reported that this store, 

in conjunction with the original store, buys principally from 
one particular full-service wholesaler in the area. The com
bined operation buys more from this outlet tham amy other out
let in the city. The partner believes it is better to con
centrate all purchases with one supplier than to distribute 
them to several, thereby securing special attention amd serv
ice. As yet, this store is not participating in the volume 
buying and advertising plan sponsored by another full-service 
wholesaler for independent druggists. The partner believes 
that the advertising methods used by this group, which in
clude using pharmacists' pictures in advertisements, do not 
promote professionalism. This is a type of advertising used 
by merchamts in other types of business. He pointed out, 
however, that the cooperative buying and advertising plan 
does have merit and indicated that, at a later date, he and
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his partners may consider entering the program if they will 
have some control of the type of advertising to be used.

This store is experimenting with a new type of drug 
selling whicdi seems to be gaining favor across the country. 
The store smd other similar operations are buying over-the- 
counter drug products such as cold preparations, throat 
sprays, and vitamins from manufacturers who put the name of 
the store on the items of drug merchandise smd allow the 
store to select the brand name. He explained :

We purchase these unnamed brands from a special 
source smd practically all of our customers will 
take our professional advice smd buy these brands 
if we explain that our own brands contain the same 
ingredients as name brand drugs.

He reported that the use of these private brsmds enables the
store to make a mucdi higher margin of profit than would be
possible by selling conventional brand name drugs.

The store is supplied by the conventional sources, 
including substantial direct buying from msmufacturers. Gift 
items are purchased at special gift shows promoted in a 
nearby national marketing center. This store operates inde
pendently .

Pricing.— The partner reported that prices are very 
competitive in this area, particularly on front-end merchan
dise. He consented that, to some extent, he amd his partners 
use the following philosophy in buying : "Buy for the poor
and walk in riches— buy for the rich and end up in rags."
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Generally, recommended pricing policies are followed in the 
prescription department.

The store features "loss leaders" and special low 
prices to give a low-price image to the public. These lead
ers are almost a necessity, the partner commented, in order 
to remain competitive. It is necessary to attract customers 
into the store at euiy cost, he said, in order to build store 
traffic. He explained that fair trade laws do not always 
operate in the manner most people think they do. He indi
cated that the fair trade prices set by manufacturers are 
minimums, and that by not having fair trade, stores such as 
this may be able to set higher margins on certain types of 
merchandise. It is customary for the minimum fair trade 
prices to become the generally accepted sale prices. The 
partner would like to see a good fair trade law passed, but 
believes that a poor fair trade law is worse than none at all.

The informamt reported that special prices are fre
quently featured on fountain items in order to stimulate 
store traffic.

Competition.— This city has one grocery chain store 
which features a prescription department. The grocery chain 
discounts prescription drugs but does not appear to be doing 
a great volume of business. Prices are cut from those recom
mended by a pricing schedule utilized by some stores in this 
area. The partner interviewed believes that frequently this 
outlet, when presented copies of prescriptions for filling.
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will charge below the recommended prices at least on the 
first prescription, in order to create a low price image.
The partner expressed some concern about this trend in drug 
retailing. Prescription departments are being installed in 
food stores, he said, in order that many drug items may be 
sold which do not require a prescription but can be sold only 
in drug outlets which are properly licensed.

Pharmacists in the area do not furnish copies of pre
scriptions when the prescription department of this grocery 
chain requests them. These pharmacists in the area feel that 
this type of food store outlet is a threat to the profes
sional practice of pharmacy. One of the doctors in the city 
has objected violently to this prescription policy but most 
of the doctors have not complained.

The manager also repaorted what he apparently believes 
to be an extremely unethical clinic pharmacy operation. He 
believes that this clinic pharmacy regularly returns a 25 pier 
cent rebate to physicians who send their patients to this 
pharmacy. The pharmacy refuses to furnish copies of pre
scriptions, encouraging the physicians to write repieat pre
scriptions. This serves to increase the number of new pre
scriptions filled. The manager was critical of the American 
College of Apothecaries for recently admitting this clinic 
pharmacy as a new member, which seemed to indicate that this 
national organization was not aware of the opinion of most of 
the practicing pharmacists in the area. The informant
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believes that one of the best recommendations a pharmacist 
can have is that of his competitors.

No discount houses in this area operate prescription 
departments yet, although much front-end merchandise, includ
ing proprietary drugs and toilet articles, is discounted.

Advertising.— The manager considers personal service 
as the most important element in a drug store operation and 
the best advertising a firm can have. He pointed out that 
his operation does not engage in extensive newspaper adver
tising; instead, herndbills are used extensively to feature 
price leaders. A trade area map of prospective customers has 
been prepared by using a registration device in connection 
with a special promotion to indicate in what areas the 
store's customers reside. This has been analyzed in order to 
establish distribution areas in which to utilize handbills 
effectively.

The store uses radio advertising in addition to lim
ited newspaper advertising. Most advertising copy is pre
pared by an employee in the original store operation who acts 
as "art man" in this joint operation. An advexrtising service 
is not used.

Personal selling.— The manager stressed that this 
operation emphasizes an attempt to recognize the maximum num
ber of customers by their first names, as they operate with 
the belief that nothing establishes closer relations with 
customers than calling theni by name. Personalized selling is
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emphasized by means of managerial supervision, cuid consists 
of personal supervision by the manager of employees on the 
Job. Store meetings are occasionally held to emphasize the 
selling function, and generally employees of both stores 
attend.

Although limited mass displays are utilized, the maui- 
ager believes that the importance of such displays can be 
over-emphasized. Apparently he has had success in selling 
mercheuidise by simply arramging it on available gondolas in a 
simple manner. The rather expensive new store fixtures and 
installations designed ty a major full-service wholesaler 
provide adequate browsing space around each gondola amd lead 
to satisfactory sales. The cosmetics department curves 
around the comer of the store, preventing the patrons from 
getting the crowded feeling usually associated with comer 
departments. This department also has its own wrapping coun
ter. The prescription department has a low ceiling which ex
tends outward in order to emphasize the department. The pre
scription department measures 28 by 20 feet and is raised in 
order to emphasize the department and to provide easy visi
bility throughout the store. The prescription area features 
counter displays of packaged medicines and prescription acces
sories. A check-out cash register is located in a check-out 
island adjacent to both a side entrance and a front entrance 
to the store.
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The mêmager coianoented that the store was originally 

laid out by the shopping center designers in an unsatisfac
tory mcumer «md that the partners have since corrected this 
situation by installing a new door adjacent to the prescrip
tion department, thus providing a side entrance. It appears 
that this new entrance is servicing more traffic them the 
ones originally planned. He said that if the store were to 
be rebuilt, it would be re-arremged in a memner %diich he be
lieves would be more effective. The memager emphasized that 
he is aware of another similar operation in the city in which 
a failure to recognize traffic patterns is apparently seri
ously endangering its success.

Inventory control.— Inventory control consists of 
individual supervision of merchandise purchases rather than 
the employment of any systemized control. The manager indi
cated that the use of biannual financial statements provides 
a certain amount of control.

Services.— According to the manager, the motto of 
this store is "service for the customer. " He believes that 
the most effective service device in the store is the soda 
fountain. The rather extensive gift lines are a very good 
attraction, he said, and bring many customers into the store. 
Apparently the store provides services vdiich the customer 
ccumot obtain elsewhere in the evening hours because other 
outlets have closed. The memager stated, as em illustration,
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that he is stocking thread because he has had several calls 
from women wishing to sew late in the evening.

The store provides free coffee and coke tickets for 
prescription customers, to be exchanged at the soda fountain 
while the customers are waiting for the prescriptions. The 
manager believes that this is a very important service.

Credit practices.— The store emphasizes extensive 
credit sales. Credit applications are required of customers 
who apply for credit. Apparently the store nanager thinks it 
is not practical to restrict credit sales to any minimum 
amount, but prefers to offer credit privileges to all ap
proved customers. This operation experiences less than one 
per cent bad debt losses.

It was indicated that collection procedures are a 
very important part of the credit operation. The partner has 
available the proper forms for filing bad check claims with 
the county attorney. In the small claims procedure, the 
store manager prepares the complaints and files them with the 
Justice of the peace who then mails them by registered mail 
to the persons with delinquent accounts. If no reply is re
ceived within 10 days, the drug store then automatically se
cures judgments against the individuals. The store also main
tains a rotary file of bad check risks at the front-end 
register and at the fountain register.

Legal problems.— The manager stressed that a lease 
agreement must be carefully drawn, and that it is importemt
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to have it drawn by a qualified attorney. Although this man
agement employs one of the better lawyers in the city, one 
sentence vdiich was omitted from the lease has cost the owners 
$5,000. Apparently a drug store discount chain desired this 
shopping center location emd attempted to challenge the lease 
agreement which the owners had with the shopping center pro
moters. The manager indicated that although the lease held, 
an oversight was found in regaurd to the air conditioning cost 
provisions, which resulted in this additional expense.

Accounting
Accounting statements are prepared biannually and are 

carefully compared with national averages in evaluating the 
effectiveness of this operation. Daily business summaries 
are prepared and turned over to the accountamt. All bills 
are forwarded to the accountamt for payment.

The accounts receivable are processed by an outside 
accounting firm. This firm utilizes a special process in 
which microfilmed copies of all accounts receivable are kept 
in a microfilm projector located in the prescription depart
ment, and in a matter of seconds the customers' accounts cam 
be projected for examination. The projector also includes a 
device whereby copies of the accounts cam be made immediately 
by a copying process amd then given to the customers. This 
system appears to be working satisfactorily, with the princi
pal weakness appearing to be the time lag involved.
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The store makes copies of all charge sales and credits 

in triplicate. One copy is given to the customer« one copy 
is retained by the store, and the third copy is forwarded to 
the accounting service after being totaled for accounting 
control. This firm then posts the charges and credits to the 
individual accounts and furnishes the previously mentioned 
microfilmed copy monthly to the store. It also takes care of 
monthly customers* billing. It appears that this may be a 
new method of accounts receivable bookkeeping which may indi
cate a change in accounts receivable processing that may be 
widely adopted in the future by firms vdiich conduct a consider
able amount of credit business.

The prescription department maintains, in addition to 
legally required records, an additional alphabetical locator 
system whereby individual customer prescription records can 
be easily located.

The store uses a multi-drawer type cash register 
which permits separate handling of cash by each employee.
The cash register enables the manager to know who is making 
mistakes. It also permits departmentalization to a high 
degree because of its capacity to accumulate several totals.
One key is utilized to record both the federal and state tax, 
and cuiother key to record non-taxable sales.

The manager related that this type of cash register 
was purchased after a shortage of cash of between $2,000 and 
$3,000 had been discovered in their joint operations, for
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which they could not account. Although this cash register 
costs approximately $4,500, the manager believes it is well 
worth the money. The services of a firm which specializes in 
checking on employee integrity and merchandising efficiency 
is also employed. This is known as a “checker" service.
There are several devices that a competent manager cam employ, 
he said, to check the honesty of his employees.

The manager pointed out that the person in charge of 
the store totals each cash register every evening amd takes 
the tapes to a place where they are not available for the 
inspection of the employees handling the cash. The cash is 
then totaled by the employees amd the totals must agree with 
the cash register tapes. The manager indicated that he in
sists on an accurate operation of the cash registers. If 
someone is suspected, this fact is either referred to the 
internal "checker" service, or some device is used to check 
the employee. The store msmager emphasized that accounting 
and financial control are extremely important in this type of 
large operation.

Personnel
The store is serviced by two registered pharmacists 

and eight employees who constitute the average working force. 
Only trained personnel are hired, as the firm considers it 
too expensive to train employees. However, the manager said 
he would like to train his own fountain help if he had time.
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as he considers this a particularly important function in the 
store operation.

Employee supervision consists chiefly of correcting 
the mistakes of the employees. The manager believes that 
store meetings are beneficial, but finds that it is difficult 
to schedule them.

The appearance of employees is a most important fac
tor, according to the nanager, in presenting a good store 
image to the public. He was forceful in emphasizing that 
there is no place for persons of unpleasant personality in a 
position where they come into contact with customers. He 
cautioned against letting "hard luck" stories and emotions 
interfere with good business Judgment in the matter of select
ing employees.

The manager said that supervision of personnel is the 
outsteuiding problem in nanaging the drug store, indicating 
that a manager has to be constantly on the alert to make sure 
that the employees provide the proper service for customers.

According to the nanager, any pharmacist who accepts 
employment with this firm will have detailed management re
sponsibilities. If the store manager is absent from the 
store, the pharmacist on duty is automatically in charge. 
Therefore, he has the authority to discharge personnel or 
carry out other nanagement responsibilities.

The manager believes that pharmacists present a bet
ter image to the public when pharmacy jackets are worn on
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duty. However, his partners disagree, and the present dress 
is a white shirt and tie.

This joint operation maintains an airplane and pro
vides private flying lessons for pharmacist employees who may 
wish to leam to fly. The firm owns an outboard motor boat 
which is available for the use of store personnel. The man
ager believes that these fringe benefits improve employee 
morale. All pharmacists are granted equal privileges. If 
the manager takes a weekend off duty, the other pharmacist in 
the operation is also entitled to the same privilege.

Finance
Capital finance.— The store is finemced principally 

by the two original partners, both of whom are recent phar
macy school graduates at Southwestern State College and who 
established the original store operation in cinother shopping 
center about six years ago. They bought the original store 
from an older man who allowed them to pay for it almost en
tirely from current earnings. By initiative emd hard work, 
that operation proved successful.

The partner interviewed contributed an original 
$15,000 share and has a 25 per cent interest in the store.
He shares equally in management control with the other two 
partners. The new store was partially stocked from the older 
store, which reduced expenses considerably. The partners are 
currently meeting a $2,500 monthly obligation in retiring the
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Indebtedness on the new outlet. Although it appears that 
this is a difficult obligation to meet, the manager repoirted 
that they appear to be meeting it successfully.

The partner-manager emphasized that he considers it 
very importëmt that partnership agreements be in writing.
He had participated previously in another operation as a 
partner under an oral agreement. Misunderstandings arose, 
including disagreements on store accounting procedures, which 
led him to terminate the relationship. He now emphasizes the 
importemce of a partnership contract drawn up by a competent 
lawyer to prevent misunderstandings.

Insurance.— The manager said that an extensive amount 
of insurance is carried. Although the cost is high, he con
siders this a very necessary expense.

Public Relations
Professional, customer. and emplovee.— Close relation

ships are maintained with the physicians in the community. 
Special effort is made to contact physicians personally and 
work closely with them. Apparently this effort has been very 
successful.

Advancement of pharmacy.— The manager considers an 
effective amd active local pharmacy organization a necessity 
if pharmacy is to be a profession. He mentioned that a trade 
meeting is held once a month with other pharmacists in the 
area. Druggists are notified of reported infractions amd
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they are examined before the group to make sure that all 
pharmacists in the area maintain professional stamdards which 
are mutually satisfactory. He informed the interviewer that 
this is done through a "grievance" committee vdiich presents 
specific charges against individual members and takes the 
floor in debates over these particular problems. Stores in 
the area are "shopped" to determine sales policies.

The manager is severely critical of pharmacists who 
practice in non-drug outlets. He stated that he knows a 
pharmacist who receives $1,000 a month for working in a gro
cery chain prescription outlet. He believes that this phar
macist's salary will eventually be reduced. He said:

He knows and we all know that when they can get 
a man for $500 they'll release him or reduce his 
salary. He is, in my opinion, 'selling out' his 
profession.

The partner-manager is sensitive to criticism which 
retail departmental drug stores often receive from profes
sional prescription shops. He commented:

I disagree with the professional prescription 
shop managers who claim they are more 'ethical' 
than retail drugstore managers. They're open per
haps from 9:00 A, M. to 5:00 P. H., and they mamy 
times will not open for an emergency or leave their 
emergency telephone numbers with physicians. People 
don't get sick on schedule. If we are professionals, 
we must furnish twenty-four hour service. Actually, 
we get new business this way from the prescription 
shops. We'll accommodate patients or physicians 
after hours— and they often transfer their business 
to us. We make it a practice to leave our telephone 
number with physicians and notify them where we can 
be reached on holidays.
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Education.— The partner ̂manager indicated that it is 

generally necessary for new pharmacists to learn the front- 
end operation of a retail drug store. He indicated that he 
could teach the pharmacists to operate the prescription de
partment in a couple of weeks but it is also important for 
them to know how to handle cash registers, to locate merchan
dise, and to deal with the customers. He commented that phar
macists must be able to meet the public and to develop public 
relations in the front of the store as well as to operate the 
prescription department. In his drug store, he desires the 
pharmacists to develop personal contacts with customers. He 
said that it is embarrassing to employ a pharmacist whose 
certificate verifies that he has had practical experience, 
but who cannot operate a cash register and cemnot even make 
chêinge.

The partner-manager observed that, even though a 
speech course might be helpful, the pharmacists' relation
ships with customers are developed principally by repeated 
day-to-day contacts. He thinks that speeches before dinner 
clubs are not sufficient to "sell" pharmacy to the public and 
believes that pharmacy is sold by the manner in which profes
sional pharmacists treat the customers.

Although he recommends that pharmacists have a good 
general education and academic training, the partner-manager 
believes it is particularly important for pharmacists to 
develop the ability to meet the public. He recommended that
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the pharmacy school provide the necessary managerial back
ground subjects upon which to build specific knowledge which 
he believes can be effectively learned only through practical 
experience.



CHAPTER IV

IMPLICATIONS REVEALED IN THE CASE STUDIES

From the various cases, information was accumulated 
cuid analyzed which reflects the thinking and ideas expressed 
by drug store owners and managers. In each of the case stud
ies, there were certain specifics and often detailed material 
which should be of interest to the instructor of a class in 
pharmacy administration and to students in such classes. 
However, the somewhat narrow and often controversial aspects 
of some of the ideas are inappropriate for inclusion in the 
guide to instruction, but they can be studied directly by 
reading the cases themselves. Many of these ideas appear to 
be excellent for illustrative purposes in pharmacy administra
tion classes.

While certain specific information relative to sales, 
inventory, organization, and other elements was obtained in 
the case studies, this information was for identifying the 
case situation and not for purposes of tabulation or presenta
tion. Because of the different types of drug store operations 
represented and the relatively small number of cases in each 
grouping, the statistical data, while indicative of these

88
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types of operations, are not sufficient for significant sta
tistical cuialyses.

Analyses of the statements made by the drug store 
operators reveals certain broad implications for the prepara
tion of pharmacists. In the sections of this chapter which 
follow are presented those ideas which could be developed 
into generalizations based on prevalent ideas in the case 
study information. These generalized implications in the 
case studies are presented here as they relate to the general, 
technical, and administration phases of the education of phar
macists .

It should be noted that, even though in some instances 
diverse and conflicting opinions are held by former students 
of the School of Pharmacy of Southwestern State College, cer
tain patterns are revealed in their comments relative to a 
meemingful curriculum for the preparation of pharmacists.

General Education
There is a common belief that the graduating pharma

cist should have a broad background of general education upon 
which to base the development of more specialized pharmaceu
tical and business knowledges. Drug store owners and/or man
agers generally consider the ability of the pharmacist to 
work with people as one of the outstauiding elements in the 
success of the individual pharmacist. Pharmacy is practiced 
in a social situation, and an understanding of the social
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environnent in which the retail pharmacist works is an invalu
able aid to him. There is general agreement that as a profes
sional man, the pharmacist should be qualified to function ef
fectively in a complex world and assume leadership in develop
ing civic and moral responsibility.

It was generally emphasized that communication skills, 
including the ability to typewrite efficiently, are particu
larly valuable. Also, the development of social poise and 
adaptability were repeatedly stressed, and frequent refer
ences were made to the importance of a knowledge of applied 
psychology in promoting competence in human relations.

There was no consensus as to the content of general 
educational preparation which does not immediately concern 
the development of individual abilities but deals with the 
area of broad understeuidings of our complex society. Some of 
the drug store operators believed that their training had 
been too specialized. They expressed a vague desire for a 
broader liberal arts preparation in such areas as social 
science and the humanities. A few respondents expressed the 
belief that there is little opportunity to broaden the gen
eral education program due to the number of technical courses 
that are included in the program.

Technical Pharmaceutical Education 
Most retail owners and/or managers expressed satisfac

tion with the technical educational background which they had



91
received in their pharmacy training programs. There appeared 
to be some failure, particularly on the part of the older 
graduates, to relate the applicability of certain technical 
scientific courses to the retail practice of pharmacy as they 
experience it in their everyday situations. Generally, the 
more recent graduates from the pharmacy school view their pro
fessional responsibilities in a much broader perspective tham 
those with more limited training who have been removed from 
contact with professional educators for some time.

The role of the pharmacist as a professional consult
ant to the physician in matters relating to medication has 
not yet assumed major importance in most pharmacist-physician 
relationships. It appears that in the future the development 
of this role will depend to a great degree upon the competence 
of the individual pharmacist and his desire to keep abreast of 
new developments. Much remains to be done in the area of 
pharmacist-physician relationships if pharmacists as a group 
are to assume expanding responsibilities as members of health 
teams. Retail pharmacists continue to reflect widely diver
gent views concerning the scope of pharmacy and pharmaceutical 
education. The'expanding role of the pharmacist will depend 
upon sui educational program designed to improve the status 
and function of the pharmacist, as well as the minimum re
quirements of professional practice as they now exist.
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Pharmacy Administration Education

Almost all owners smd/or managers of drug stores 
agree that increased emphasis needs to be placed upon pharmacy 
administration in the preparation of pharmacists. Most of 
them believe that schools of pharmacy can provide a broad 
background of knowledge in the area of business mcmageroent, 
including merchcuidising, marketing, accounting, personnel 
relations, finance, public relations, business law, and busi
ness ethics. Further, they believe that such a foundation 
should provide the basis upon which to develop the more prac
tical knowledge gained from experience in a drug store situa
tion.

Most owners and/or managers agree that pharmacy ad
ministration education should begin with a sound foundation 
of economic knowledge emd understanding. There is, however, 
often a tendency for the pharmacist-business man to emphasize 
specific abilities rather than broad understsuidings. It may 
be this failure to view his functions in broad terms of eco
nomic satisfactions which accounts in pajct for his frequent 
failure to adjust to modem merchandising procedures.

Since pharmacy administration is the area of concen
tration of this study, more space is devoted to its educa
tional implications than that of general education cuid tech
nical pharmaceutical education. In the remainder of this 
chapter, em attempt is made to present generalizations estab
lished from the case studies in the areas of pharmacy
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administration, including the nature of the store operation, 
merchandising, accounting and finemcial control, public rela
tions and business ethics, and internship experience.

Nature of the Store Operation.— Drug store owners and/ 
or mëinagers predominantly regard the drug store as an inde
pendent operation. The general type drug store and the 
clinic prescription pharmacy operator each individually feel 
that they are offering a type of service that the public 
desires. They are almost unanimously opposed to the discount 
pharmacy operation in which they believe the control of phar
macy is passing to groups vho are not concerned with the 
ethical development of the profession.

The typical manager bases his operation upon the 
service appeal, including credit, delivery, 24-hour prescrip
tion service, and a personalized approach to his customers. 
Because of the service nature of the professional approach, 
there appears to be much less concern with efficient merchan
dising practices which might lower the cost of the product to 
the consumer. The success of the prescription department 
varies from almost complete dependence upon close physicicui 
relationships to the opposite extreme in vdiich contact with 
physicians is slight, and the store appeal is based almost 
entirely on customer appeal. In the general type drug store, 
the soda fountain appears to be retaining its appeal as a 
device to bring customers into the store. The location of 
the drug store appears to be an especially critical factor in
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the store's success, the importance of v4iich it is difficult 
to overestimate. Because of the apparent present difficulty 
of the independent drug store outlet in competing on a price 
basis generally, the factors of convenience and service to 
the customer assume major importance.

There is an increasing interest in the corporate form 
of business organization, particularly since the opportunity 
now exists for incorporating under small business incorpora
tion laws. The generally apparent advantages of a corporate 
organization over that of a partnership is one with which 
future drug store owners and managers should be acquainted. 
This study includes cases involving am almost equal number of 
corporations, partnerships, and proprietorships. It would 
seem that considerable emphasis needs to be exerted in under
standing the implications of corporate organization for the 
small business, as well as that of individual proprietorships 
and partnerships.

Merchandising.— The typical drug store depends prin
cipally on the full-service wholesaler for its source of sup
ply. Because of the nature of the inventory requirements of 
the prescription department in which a great nunOaer of differ
ent kinds of drugs must be carried which may or may not be 
prescribed with any degree of frequency, the wholesaler is an 
indispensable source of supply. For merchandise vdiich is 
purchased in volume, direct sales from manufacturers are uti
lized to a greater or lesser degree. Manufacturers'
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representatives, generally known as "detail" men, furnish a 
valuable service in providing information as to new drugs and 
drug effects.

Because of price competition, the typical druggist is 
giving some consideration to associated buying groups or 
franchise contracts which furnish the independent druggist a 
measure of buying and advertising power. The independent 
nature of the average druggist appears often to retard his 
adoption of sound business practices which would enable him 
to compete more effectively. In his dual role as both a pro
fessional man and a business man, the pharmacist owner and/or 
manager may, in a few cases, fail to separate his recognition 
of the necessity for professional pricing of prescription 
drugs from the legitimate place of competition in the distri
bution of other types of merchandise.

While the average druggist takes advantage of his 
cash discounts for prompt payment of merchandise, he appears 
to lack knowledge in regard to the advisability of purchasing 
for volume discounts. Although this involves many factors 
regarding costs in relation to advantageous use of capital, 
the lack of information upon which this type of decision is 
usually based is one of the more obvious shortcomings fre
quently apparent in drug store management. The multitude of 
special "deals" which are offered to the drug store manager 
constitute an extremely complex and challenging problem. A 
better knowledge of discounts in relation to purchasing
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problems Is an surea in v^ich more instruction in pharmacy 
schools appears needed.

The usual drug store operation is unique compared to 
other types of retail operations because of the multitude of 
suppliers suid the great number of individual items with which 
the manager must deal. Because of this, merchemdise control 
is lacking in most stores, due to the difficulty of maintain
ing detailed information on the movement of particular types 
of merchandise. This at present is generally based almost 
entirely on the personal observation of the manager rather 
than any objective methods of inventory control. As long as 
this situation continues, the drug store will be operating at 
a disadvantage with respect to the more centrally controlled 
retail operations with which It competes. There is a need 
for centralizing sources of supply which would permit more 
adequate control emd decreased shipping and processing costs 
if improved purchasing policies and practices are to be 
achieved.

A pharmacist is personally concerned with presenting 
drug merchandise to the customer in a manner that makes his 
sales cLbility more necessary than possibly that of any other 
employee in the store. Although it is apparent that much of 
the merchemdise in a drug store is adaptable to the self- 
service principle of distribution, it is necessary that many 
drug products involving health applications be sold by the 
fheurmacist himself. This emphasizes the necessity for
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personal sales training as a fundsunental attribute of the suc
cessful pharmacist.

The agreement by most managers on the superiority of 
a type of self-service over exclusive clerk-service in in
creasing sales demonstrates the advisability of emphasis on 
principles of merchemdise display. The advantages of self- 
service or a degree of self-selection in decreasing selling 
expenses is self-evident. It appears that clerk-service will 
remain more important in the rural areas where wages are 
generally low and in which a certain degree of freedom from 
price competition is experienced.

Until recently, most products sold in drug stores 
have been sold through a protected price structure, either 
through manufacturers' pricing policies or by means of fair 
trade legislation. The advent of widespread competitive 
prices brought about by mass retailing practices emd the 
demise of fair trade has confronted the retail druggist with 
a type of competition vdiich it is difficult for him to meet. 
Unless new legislation is forthcoming, the druggist in the 
future must be prepared to utilize modem pricing practices, 
including the use of "leader" pricing which apparently has 
been very successful in creating the low-price image neces
sary in most operations. A knowledge of pricing psychology 
is an integral part of the selling function. Also, the prin
ciple of volume sales achieved by relatively low margins of 
profit must be implemented by drug store managers. It is
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apparent that high profit margins on drug products have been 
the basis for the driving force behind non-drug outlets be
coming interested in drug distribution. Pharmacists must 
leam the principle of operation whereby profits are viewed 
in terms of return on invested capital as well as price mar
gins on unit sales.

Managers are faced with the necessity of creating 
sales demand for their products through a knowledge of sales 
promotion devices. In a greater or lesser degree, depending 
upon the type of operation, a knowledge of advertising prin
ciples is cm important element of business competence which 
can be learned in the pharmacy school. Many drug store man
agers stressed the impoxrtemce of attracting the customer into 
the store through the use of buying incentives, including 
special prices, fountain service, and various auxiliary serv
ices. This merits attention in the area of instruction if 
successful store operation is to be achieved.

With the exception of three stores, all the stores in 
the study were involved with the extension of credit to cus
tomers. The almost universal demand of drug store customers 
for credit indicates the importance of credit and collection 
procedures in drug store management.

The inclusion of credit and delivery service may add 
materially to the cost of store operation. Customers may 
expect this type of service on small-item purchases on which 
the cost of the credit and/or delivery frequently exceeds the
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margin of profit. As the drug store is in direct price com
petition with cash and carry outlets specializing in the sale 
of this type of merchandise, it may be necessary to establish 
a definite store policy either limiting these services or 
providing for a small charge. Recognition of this problem 
may be too often ignored.

Accounting and financial control.— The importance of 
adequate store records and accounting and financial control 
is self-evident. Because of the tedinical nature of account
ing practice, most larger operations utilize, at least par
tially, the services of an outside accountcmt. However, an 
equal number of the smaller drug store owners perform all 
accounting functions, with the exception of the annual income 
tax returns which almost universally are delegated to outside 
accountants. A knowledge of financial statements, accounts 
receivable processing, payroll processing, and related ac
counting knowledge is basic to the ownership and/or manage
ment of a business enterprise, whether this data is assembled 
by the pharmacist manager or other persons.

While it appears that an adequate amount of capital 
is necessary for successful store operation, the case studies 
reveal that meiny drug stores have been successfully estab
lished on a very small amount of owned capital. If various 
other factors are favorable to store success, the frequency 
with which operations have been successfully established "on 
a shoestring" indicates that traditional rules of finsmce
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have often been violated successfully. On the other hand, 
well-financed operations with other handicaps have not proved 
successful. A knowledge and understanding of the basic re
quirements of store finance, including budgeting and a knowl
edge of discounts, is of obvious importance. Often, an asso
ciation by a pharmacist with someone with wide business ex
perience assists in remedying individual shortcomings in this 
area.

Personnel management.— Inasmuch as the case studies 
reveal that the management of store personnel in a large 
store operation is probably most often a determining factor 
in achieving store success, a basic knowledge of the princi
ples of selection, training, compensation, cuid control of 
employees merits consideration in the training of drug store 
managers. The almost universal absence of store meetings is 
understandable in view of the long working hours of most 
store employees. However, in those few stores in which the 
practice is followed, it was strongly felt that this is an 
extremely impozrtant area of training and is valuable in the 
training of future store managers.

The widespread emphasis upon the development of close 
personal relationships between employees and customers is 
evidence of the importance of personality development as an 
element of managerial competence. The importance of activi
ties in the pharmacy school which give students an opportunity 
to develop social poise were repeatedly stressed in the case
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Interviews. A knowledge of the principles of the psychology 
of human relations, therefore, appears highly desirable.

The widespread use of manufacturers' premiums to 
sales personnel for moving certain types of merchemdise, fre
quently in preference to other types, may be a questionable 
practice. It appeared to the author that frequently the most 
successful stores were those in which sales personnel put the 
interest of the customers ahead of personal financial consid
erations .

In addition to maintaining cm enthusiastic and well- 
trained employee force, factors relating to internal control 
appear also to merit consideration. The frequency and preva
lence of employee dishonesty seems to be one of the most gen
erally ignored factors. Familiarity with principles of cash 
and merchandise control, and devices for insuring this con
trol, are important elements of competency in store manage
ment %diich should be given consideration.

Public relations emd business ethics.— An apprecia
tion of the ethical principles involved in the practice of 
pharmacy emd a program to acquaint the public with the bene
fits êmd services provided by the retail £^armacist are inte
gral parts of the instructional progreun in business admin is - 
tration. The pharmacist owner emd manager operates in a dual 
capacity as a business man and a professional nan, êmd the 
public judges his integrity on both of these roles. Ethical 
implications are em integral part of buying, pricing.
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advertising, auid competition. They are involved in all cus
tomer, employee, and physician relationships. The continued 
development of the pharmacy profession depends in a large 
part upon the degree to which individual pharmacists under
stand both the privileges auid responsibilities of their pro
fession and operate on the basis of sound ethical and busi
ness relationships.

The case studies reveal that the development of ethi
cal principles in the practice of pharmacy must be based upon 
a sound foundation of legislative amd business law. The 
development of a business climate favorable to a small busi
ness enterprise must be based upon state and national laws 
and the administration of these laws in a manner in which the 
small business man is not the victim of pxredatory or unfair 
competition.

The case studies demonstrate that one type of drug 
distribution is not necessarily more "ethical" than another, 
but that each serves a vital function in our economic system. 
The type of retail outlet of the future will be determined by 
the relative success of each of these types of outlets in 
meeting the needs of the public.

The pharmacist who is professionally educated, and 
who provides a professional service, is entitled to profes
sional compensation for his services. The promotion of this 
objective is a responsibility of every pharmacist «md can 
ultimately be achieved only by pharmacists who respect their
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professional responsibilities and earn the respect of the 
general public. This also involves greater participation by 
pharmacists in their professional organizations to promote 
the development of various aspects involved in the profes
sional practice of pharmacy.

In a small but significant number of cases unethical 
relationships exist between physicians and pharmacists. This 
often is the result of pressure from the medical profession 
with which the pharmacist finds it difficult to cope. The 
desire of some physicians to secure excessive profit from the 
writing of prescriptions, accompanied by the exertion of 
pressure on the pharmacist, creates a situation which must 
eventually be corrected by the professions themselves; other
wise more drastic action may be taken by an aroused public.

The somewhat prevalent pharmacist-physician approach, 
consisting of gifts, "professional" discountscon merchandise, 
êuid other meems, also indicates the need for the development 
of pharmaceutical ethics in the instructional program which 
will f)ermit pharmacy to operate as a more indepxendent profes
sion.

The practice of medicine has progressed a long way 
since the "witch-doctor," amd it remains the continued re
sponsibility of the pharmacy school to inculcate principles 
of serviçe to the pniblic, wherein immediate profits on the 
sale of medicines of questionable worth are not placed before 
professional responsibility.



104
An appreciation of carefully drawn legal agreements 

and the various legal and ethical implications involved in 
operating a business are importamt aspects of drug store 
operation. While the services of a competent lawyer are in
dispensable at times, the all-inclusive nature of the legal 
implications of drug store operation makes instruction in 
elements of business law, including contracts, employer- 
employee relations, negotiable instruments, liability «md 
tort law, emd insurance most advisable.

The importemce of public relations and the advisabil
ity of training in this field was particularly stressed 
throughout the study. The dependence of the pharmacist on 
the Fhysicieui was self-evident to some degree in most opera
tions, except in metropolitan drug stores and large-scale 
retail outlets in which price factors assumed primary impor- 
têuice. It seemed that the importance of public relations to 
the individual store was generally inversely proportional to 
the size of the conmnmity— the public relations aspects of 
the practice of pharmacy being extremely important in the 
small community while in the large city this aspect was of 
much less importance. While public relations is apparently 
principally developed in everyday relationships with customers, 
the necessity of a planned program to prepxare the pharmacist 
to assume responsibility for leadership in selling pharmacy 
as a profession was frequently emphasized.
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Internship experience.— Drug store owners emd mam- 

agers generally believe that a supervised practical experi
ence requirement, similar to that of the internship program 
of the medical profession, would be desirable for phazrmacy 
graduates. At present, the practical experience requirement, 
usually consisting of one year's experience in a drug store, 
is loosely administered by state boards of pharmacy which are 
charged with the responsibility of enforcing the state regu
lations. It is obvious that this is the most neglected 
qualification for licensure as a pharmacist and it is appar
ent that both centralization of control and participation of 
the schools of phamnacy in administering the program are 
needed before this requirement can be made more effective.

As almost all drug store owners cuid managers were in 
agreement on the impoirteuice of the practical experience re
quirement, it appears that attention should be directed 
toward improving this part of the total program.

Summary.— While many individual drug store owners 
and/or memagers are achieving remarkable success through com
petent drug store management practices, it appeairs that there 
is a failure on the part of many to appreciate changes which 
are taking place in retailing practices today. The manage
ment concepts of yesterday cannot meet the challenge of new 
concepts in retailing, and the pharmacist untrained in busi
ness principles cannot expect to compete successfully. In
creasing competition, extension of trade areas, and rapid
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changes in the nature of retailing make the management task 
of today more difficult. The pharmacist^nanager who does not 
satisfy the needs and Wcuits of his customers will find his 
business going elsewhere. The day is past when anyone can 
"keep store." The pharmacist must appreciate that his suc
cess is determined in the long run by the value of his serv
ices to the public. This can be accomplished only by compe
tent business management and professional service.



CHAPTER V

SUMMARY

From the background information presented in Chapter 
II êmd from the data accumulated by means of the case studies, 
it is apparent that the ownership cuid/or memagement of a re
tail pharmacy is at present predominemtly a small business 
type of activity. In this case, the term "small" is relative 
as demonstrated by the fact that in Oklcihoma, drug stores 
gross from approximately $40,000 to $500,000 in smnual sales. 
The drug store, functioning as a small business kind of en
terprise, requires in its owners and/or managers the posses
sion of knowledge, ability, and specific types of skill re
lating to buying, selling, accounting, finsmce, personnel 
supervision, amd public relations.

Colleges of pharmacy have traditionally placed more 
emphasis on preparing students in the professional elements 
of pharmacy and considerable less emphasis on pharmacy admin
istration. This is tzrue even though the pharmacists engaged 
in drug store operation appear to be convinced that the most 
essential factor in the continuation of professional control 
of pharmacy retail outlets is the development of business 
competence on the part of pharmacist-managers of drug outlets.

107
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The evidence collected by the author indicates that there Is 
little merit In eui argument concerning the relative Impor
tance of the professional pharmacy and pharmacy administra
tion elements In the preparation of future pharmacist.
Rather, since colleges of pharmacy now attach some signifi
cance to pharmacy administration, and drug store men attach 
much significance to It, there should be a direct effort made 
to Include appropriate Instruction In pharmacy administration 
In all programs of preparation of pharmacists. On the basis 
of this seemingly accurate assumption, this cdiapter Is de
voted to the presentation of a pattern for such Instruction.

Restatement of Problem
The problem of this study has been to develop a com

prehensive outline of the content essential to education 
about business and business operations which should be In
cluded In the preparation of pharmacists.

This study consisted of three major phases: (1) a
comprehensive study and analysis of literature relative to 
the history and development of pharmacy as a p>rofesslon, the 
retailing of drugs emd associated p>roducts In the United 
States, and the preparation of drug store managers and owners; 
(2) the accumulation of case study data by means of parsonal 
Interviews with representative pharmacy graduates of the 
School of Pharmacy, Southwestern State College, In positions 
of management responsibility to determine the nature and
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extent to which these graduates need or utilize backgrounds 
of education concerning business; and (3) a presentation of 
the implications revealed in the case studies in regard to 
general education, technical pharmaceutical education, emd 
pharmacy administration, including the development of a 
philosophy of drug store operation and a basic outline of 
essential elements of business admhis trat ion pertinent to the 
management aspects of most drug store operations.

This study deals directly with such factors of busi
ness as the nature of the store operation, merchsmdising, ac
counting and financial control, public relations, and busi
ness ethics. With reference to these areas, the views of the 
drug store owners and managers contacted in this study were 
varied and often divergent. Yet, through each of the case 
studies there runs a thread or pattern of thought indicating 
certain essentials on which drug store operation should be 
based. In effect, these essentials constitute a philosophy 
of pharmacy administration. Drawing information from each of 
the case studies and developing a composite picture of the 
ideas presented by the 40 individuals involved, a philosophi
cal statement was prepared relative to drug store ownership. 
The statement should help to gain the propier perspective for 
analysis of the guide to instructiona1 content herein pre
sented .
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Philosophy of Pharmacy Administration 

The establishment of am independent drug store to 
provide useful merchemdise, drugs, emd professional service 
to the public at a price covering operating expenses and re
turning a profit to the owner is an integral part of a pat
tern which provides an improved standard of health service to 
cm ever-increasing number of people.

The proper function of competition in drug store re
tailing is to stimulate the efficient distribution of drug 
products and services, and provide for increased health care 
for the community. Each owner^manager seeks to emphasize the 
particular facet of the dmig store outlet which he wishes to 
have recognized as his own particular trademark. This might 
be superior professional service, superior products, unique 
merchandise, or special customer attention. Competition, un
fortunately, sometimes stimulates sharp practices which may 
crowd out the small operator and lead to a reduction in the 
availability of personalized pharmaceutical service.

The pharmacist owner-roanager who provides a profes
sional health service and who seeks consistently to please 
customers and build repeat business is entitled to a fair 
profit for doing so. A drug store is am integral part of the 
community or area which it serves. Each molds the other, and 
the influence of one is indelibly imprinted on the other.
Just as the drug store serves the interests, health, and eco
nomic growth amd welfare of a community, so the community
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serves the interests, economic growth, and welfare of the drug 
distributing enterprise.

It is often said that a pharmacist should be neither 
a slave to his work, nor should he be married to it. This is 
a paradox, for the pharmacist-mcuiager finds that he cannot 
possibly divorce his personality from his drug business. The 
management of a business providing unique products and per
sonal service to the citizens of a community is not a respon
sibility to be undertaken lightly. Professional competence, 
business practicality, organizational ability, skill in sys
tematization, êmd a high degree of perseverance are necessary 
ingredients for success.

Every fhase of drug store ownership involves human 
relationships— relationships with manufacturers, suppliers, 
wholesalers, employees, customers, and competitors. The em
ployee relationships and public relations are of great im
portance. Each prescription or drug sale and every business 
transaction reflect the pharmacist's integrity.

In the typically small drug enterprise, one should 
seek to employ only people who enjoy doing the type of work 
vdiich the drug store has to offer. For both the manager and 
employees, the satisfactions of a job well done outweigh 
those of monetary financial return. Management must consider 
each employee as a person whose help is needed and whose at
titudes, actual or potential, must be respected. Each em
ployee should be enabled to develop emd use his abilities, as
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human ingenuity is inexhaustible. No job should be a dead 
end for any person, euid employees should never be exploited. 
Recognition of a job well done and of mutually accomplished 
tasks constitutes an important factor in employee compensa
tion.

Mass production of pharmaceuticals, large pharmaceu
tical companies, and extensive research lcdx>ratories have 
been given credit for America's pre-eminence in the produc
tion of health drugs. But the pharmacist-manager remains the 
unsung hero, operating essentially as a small business mzm.
He is professionally educated, yet he must operate in the 
arena of business compietition. Armed with his life's savings 
and the ideal of professional health service, the pharmacist 
owner holds forth in communities throughout the land, provid
ing them with individualized health service in an uncertain 
market of fluctuating wants and trends.

Content of Pharmacy Administration
Each of the 40 interviews on which the case studies 

were based was conducted in the work environment of the drug 
store. The store layout and display, along with various 
store records and related data were studied. The owners and 
managers in the 40 stores responded freely and candidly in 
reporting their major and minor problems. Because only one 
relatively limited kind of business operation was involved, 
the responses tended to fall into patterns of consensus or
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clear-cut disagreement. Thus, the similar responses could 
readily be assembled to illustrate patterns of knowledge and 
experience that should be included in the business adminis
tration phase of pharmacy education. These are the patterns 
of instructional content which make up the guide to instruc
tion resulting from this research study.

The guide to instructional content in pharmacy admin
istration, as a major phase of the preparation of pharmacists, 
is presented in nine sections. In each section, there is 
first presented a brief guide statement designed to establish 
in a general way the purport of that particular portion of 
the total outline. Following the guide statement for each 
section, there is presented a relatively concise outline of 
the significcuit elements pertinent to the section topic. The 
total outline p>attem emphasizes the matters with vhich the 
prospective owner or manager of a drug store should be con
cerned. It does not reveal all that he should know about 
business in general and pharmacy administration in particu
lar. However, with this guide, a curriculum p>attem for 
pharmacy administration can be developed and many of the spe
cific content elements established in scope smd sequence.

The major sections of the guide, which include brief 
but specific consideration of the elements of business compe
tencies, are entitled:
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I. Nature of the drug store operation.

II. Buying of products and services for resale.
III. Selling of products and services.
IV. Recordkeeping and accounting.
V. Finemcing of the drug store.

VI. Maintenance of personnel relations.
VII. Advemcement of public relations.

VIII. Legal aspects of drug store operations.
IX. Ethical business and professional relationships

GUIDE TO INSTRUCTION IN PHARMACY ADMINISTRATION

Section I —  Nature of the Drug Store operation 
Guide Statement

The prescription department is the focal point around 
which the operation of a drug store is developed. The pre
scription department is usually the chief source of profit 
for the business. Auxiliary departments involving the dis
tribution of sundry items enable the drug store to provide 
the public with additional products, thus supplementing the 
basic service of convenient amd professional health care. Of 
fundamental import to the nature of the pazrticular drug store 
operation is its basic function, its location, and the kinds 
of products and seirvices it distributes.
A. Types of retail drug outlets by function.

1. Traditional independent drug store engaged in the dis
tribution of professional service, drugs, and numerous 
sundry items.

2. Chain drug store engaged in volume sales of drugs and 
sundry items in specialized and standardized circum
stances involving local or national chain affiliations.

3. Prescription or clinic shop in which 75 per cent, or 
more, of all sales are prescription drugs.
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4. Prescription dispensing unit within a broader retail 

outlet such as a discount house, department store, 
variety store, or a grocery store. The unit may also 
distribute sundry Items such as toiletries, candles, 
and cosmetics.

B. Types of retail drug outlets by location.
1. Small town, relatively non-competltlve, store located 

In a community or small city surrounded by a predoml- 
nsmtly agricultural area.

2. City downtown store located In a metropolltcui area with 
heavy and relatively Intense competition.

3. Shopping center or suburban store located In an Inte
grated shopping center or newer business district, 
operating with a relatively large volume of sales.

4. Neighborhood store located In a residential area emd 
emphasizing the providing of convenient neighborhood 
service.

5. Island store located apart from other business estab
lishments — on a heavily traveled street or highway, 
near a hospital or medical clinic, or actually In a 
hospital or clinic.

6. Drug store unit located with an over-all retail outlet 
distributing a great variety of products.

C. Classification of Items distributed through retail drug
outlets.
1. Prescription drugs.
2. Over-the-counter ethical drugs.
3. Proprietary drugs (advertised remedies).
4. Prescription accessories and health supports.
5. Cosmetics and toiletries.
6. Veterinary supplies.
7. Smoking supplies.
8. Fountain Items euid service.
9. Photographic supplies.
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10. Sundries such as:

a. Candy.
b. Toys.
c. Glassware.
d. Magazines and books.
e. School supplies.
f. Applismces.

D. Significant business elements relating to the nature of 
the drug store operation.
1. Establishment of adequate financing arrangements.
2. Selection and training of competent employees.
3. Delegation of responsibility and efficient use of man

agerial time.
4. Establishment of pricing policies and procedures.
5. Development of satisfactory relationships with physi

cians.
6. Presentation of health service image to customers amd 

the community in general.
7. Development and maintenance of attractive and inviting 

store surroundings.

Section II —  Buying of Products and 
Services for Resale

Guide Statement
Drug store purchasing ranges from dealing with small 

wholesalers to large manufacturers and includes the determina
tion of the goods to be bought and the formulation of buying 
policies. Along with the product he provides, the supplier 
may also offer many auxiliary services and certain credit and 
price arrangements. Thus, there is a need for careful con
sideration by the memager of all elements relating to the 
products desired, including prices paid and services received
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for these items. Buying, therefore, takes on significance as 
a determinant factor in the success of the total store opera
tion.
A. Sources of products for resale.

1. Independent buying from full-service vholesalers.
a. Ensures obtaining products which, because of manu

facturers' policies, may be available only from a 
full-service wholesaler,

b. Facilitates maintenance of complete lines of merchan
dise with minimum inventory because of rapid filling 
of order and sales representative contacts.

c. Consolidates a variety of product sources, simplify
ing purchasing, accounting, cmd inventory control.

d. Makes volume discounts available.
2. Independent buying from limited-line wholesalers.

a. Provides principal source of products such as tobac
cos, confections, magazines, paperback books, and 
fountain items.

b. Ensures individual and regular service and often 
opportunities for buying with return privileges.

3. Independent buying from manufacturers.
a. Transfers the wholesaler's discount on volume pur

chases to the retail unit.
b. Provides special buying services by sales representa

tives concerned only with the products of one memu-
facturer.

c. Provides control over the distribution of highly 
advertised national-brand merchandise.

4. Cooperative buying by meems of retailer-owned wholesale
companies, associations of independent retailers, and
pooled-buying practices by informal groups.
a. Secures the advemtages of gro^p buying in volume 

quantities for favorable discounts.
b. May provide low-cost merchemdise by the elimination 

of various normal wholesaler services.
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c. May provide a distinctive store sign and/or slogan, 

accompanied by a group advertising and promotional 
program utilizing advertising allowances which can
not be taken individually.

5. Agency-buying contracts and franchises or exclusive 
agency agreements ly which an independent owner may 
agree to purchase minimum commitments of merchemdise 
from a wholesaler and/or mamufacturer for special bene
fits .
a. Provides advantages of coordinated group buying, 

merchcmdising, and pr<xnotional techniques.
b. Provides the retailer with promotional specials and 

distinctive private-brand or national-brand merchan
dise.

c. Insures complete stocks of specialty items such as 
cosmetics, toiletries, or packaged medicines.

6. Special buying agreements, including consignment buying 
and memorandum buying from manufacturers emd/or whole
salers .
a. Permits the retailer to stock infrequently pre

scribed drug items, and unusual and distinctive mer
chandise with certain privileges in regard to 
financing, risk bearing, and return privileges.

b. May ensure price and product control by the supplier.
B. Auxiliary services obtained through the buying arrange

ments of drug stores.
1. Information relative to market trends and practices, 

qualities of products, and consumer health needs.
2. Selling aids such as those associated with setting up 

of displays, local advertising, and so forth.
3. Benefits from national advertising of certain products.
4. Extension of credit in relation to purchases.
5. Advice with regard to store development and operation.
6. General drug literature, house organs, êmd related 

materials.
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C. Maintenance of adequate inventory and merchandise control.

1. Purposes of merchamdise control.
a. Meeting medical amd consumer demamds by ensuring 

stocking of desired merchandise.
b. Improving profits by maintaining balanced stocks.
c. Minimizing investment in inventory by achieving a 

satisfactory stock turnover through adequate con
trols over purchasing.

d. Providing protection against merchandise shortages 
caused by theft and improper handling.

e. Providing efficient receiving# checking, marking, 
amd moving of goods from storeroom to selling floor.

2. Methods of inventory control.
a . Utilization of "want books."
b. Use of periodic physical inventories or visual 

checks of stock by supplier representatives in coop
eration with store personnel.

c. Use of basic or minimum stock lists.
d. Use of different methods of merchandise marking sys

tems or placement of stocks, including dating, price 
coding, identi^ing supplier, retail pricing, and 
other significant information, either by machine or 
by hand.

e. utilization of dollar or perpetual inventory control 
systems based on estimated or actual sales.

f. Use of stockroom requisitions and inventory data to 
determine merchandise movement and control.

g. Maintenance of sales data at cash register, includ
ing special items or comprehensive sales data.

3. Problems involved in maintenance of merchandise control.
a. General merchandise consisting of an unusually large 

number of different relatively low-cost items from 
many suppliers, thereby making adequate control a 
unique problem not experienced by most other types 
of. retail operations.



120
b. Prescription merchandise control achieved through 

use of supplier representatives, purchase records 
and stock cards, want lists, and by utilization of 
return privileges.

c. Necessity amd completeness of control measured 
against factors of time, expense, amd practicality.

D. Essential elements associated with buying of drug amd 
sundry products for resale.
1. Need for amalysis of factors such as the price policies 

of suppliers amd manufacturers, credit costs, delivery 
services, personal contacts with sales representatives, 
emergency service, and extent of auxiliary aid provided,

2. Need for determination of adequacy of essential infor
mation relative to medicinal qualities amd safety.

Section III —  Selling of Products and Services 
Guide Statement

A drug store offers a combination of professional 
services with the sale of merchandise which is of vital im
portance to the customers' health amd well-being. Therefore, 
most successful pharmacies are built around a store "per
sonality" or image which indicates the integrity amd desire 
with which store personnel serve the customers. Management 
must determine effective store promotional amd selling poli
cies consistent with the type of store, its location, amd the 
particular services it has to offer. This involves the crea
tion of demamd and the effective presentation of professional 
services. A professional drug store should have a unique 
advantage over a competing retail outlet that sells drug 
items as a sideline.
A. Pricing of merchamdise and professional service for maxi

mum profits.
1. Elements determining pricing policies.

a. Fundamental policy decisions with respect to the
ability of the drug store to utilize certain aspects 
of pricing for volume or limited sales, or both.
(1) Pricing for satisfactory profit margins on 

limited sales.
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(2) Pricing for volume sales, achieved by low profit 

margins, stressing profit return on investment 
of capital rather them profit per unit.

b. Analysis of factors which may limit necessity of 
price competition, including location, quality ap
peal, and availability of private brand and manu
facturers' price protected merchandise.

c. Consideration of ethical standards in promoting pro
fessional aspects of pharmaceutical dispensing.

d. Creation of store image by means of selective pric
ing policies in regard to merchandise leaders.

e. Dependence of minimum prescription pricing policies 
on prescription volume, associated services, purchas
ing costs, and competition.

f. Existence of a degree of freedom in some prescrip
tion drug pricing because of the customer's frequent 
lack of familiarity with the price of the product 
prescribed.

g. Peculiar dependence of front-end sales on price 
structure because of the relatively indistinctive 
nature of various drug products for vdiich price may 
be a determining factor.

h. Contrast between public preference for purchasing 
from professional drug outlets as opposed to pur
chasing from outlets which place low-price considera
tions above professional service.

i. Desirability of professional drug outlet selling 
low-priced private brand merchandise through cus
tomer relicmce upon pharmacist's integrity.

2. Elements determining pricing practices.
a. Utilization of manufacturers' suggested or fair

trade prices in preventing predatory pricing through 
excessive competition.

b. Achievement of a pre-determined margin of profit 
from different store departments, based on cost of 
merchcuidise.

c. Meeting of competition.
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d. Incentive pricing, using one of the following combi

nations of low-price policies to Increase sales vol
ume.
(1) Store-wide low prices.
(2) use of special Items or leaders to create a low- 

price Image.
(3) Low prescription drug prices, over-all, or on 

traffic and maintenance prescription Items.
e. Conformemce to agency pricing policies.
f. Selective pricing. In accordance with store promo»- 

tlonal appeal to attract customers of a particular 
Income group.

g. Opportunistic pricing In accordance with "what the 
traffic will bear."

h. Professional pricing In accordance with professional 
fee systems.

1. Customary pricing In accordance with local price 
structure.

3. Marking of merchandise prices and other data.
a. Secures customer good will, aids In self-service, 

and provides Inventory data and Information.
b. Involves a variety of marking methods. Including 

hcuad marking, rubber-stamp marking, use of price 
tickets, and pricing codes.

B. Advertising of products amd services.
1. Determination of policies In regaird to promotion of 

products and services.
a. Owner and/or manager directed promotional advertis

ing.
(1) Appeals to seasonal wamts and special events.
(2) Weekend "specials" to build traffic amd attract 

new customers.
(3) Professional and Informational advertising to 

build stable customer relationships.
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(4) Clearance sales on overstocks, slow amoving goods< 

cuid buying mistakes.
(5) Prestige advertising of quality products.
(6) Cooperative advertising of nationally advertised 

products.
(7) Introduction of new lines and strengthening of 

weak departments.
(8) Sales featuring gift items, novelty goods, or 

products appealing to particular consumer groups.
2. Selection of advertising media in relation to prospec

tive customers, cost, trading area, size of store, and 
sales message.
a. Newspapers generally effective for chain, agency, 

and associated stores, as well as volume stores 
which cam effectively profit from wide coverage.

b. Handbills or area newspapers effective for shopping 
center and neighborhood community areas.

c. Outdoor media, including billboards, posters, amd 
store signs effective for promotion of store identi
fication .

d. Radio and television advertising effective for large 
scale retailers and the building of prestige.

e. Novelty items and gifts, used principally by profes
sional prescription or clinic pharmacies.

f. Auxiliary advertising and sales promotion devices, 
including direct mail, to be used in various types 
of outlets.

3. Sources utilized in plamning amd coordinating am effec
tive advertising program.
a. Private promotional services.
b. Agency or associated cooperative advertising aids 

provided by manufacturers, wholesalers, or associ
ated retailers.

c. Representatives of different media.
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d. Store personnel with experience and/or training in 

advertising.
4. Problems of drug store advertising.

a. Determination of promotional effort as related to 
type amd location of store.

b. Planning, timing, amd selection of proper merchan
dise to be promoted.

c. Selection of media for the specific type of retail 
outlet in relation to effective trade area and media 
selectivity.

d. Determination of promotional or direct action adver
tisements as opposed to professional or indirect ad
vertisements .

e. Determination of the advamtages amd disadvamtages 
associated with special sales promotions from the 
aspect of over-all store operation.

Merchandise layout and display.
1. Factors determining effectiveness of drug store layout

and display.
a. Adaptability of store to some combination of self- 

service or self-selection for convenience items, 
with adequate provision for clerk and professional 
sezrvice in drug, cosmetics, amd specialty depart
ments.
(1) Utilization of open displays for customer handl

ing of merchamdise, including shelf displays, 
counter-top displays, bin displays, islands, and 
mass displays.

(2) Utilization of closed displays for protection of 
merchandise, including showcases, wall shelving, 
and wall pegboards.

(3) Utilization of dealer racks and displays to se
cure effective presentation of wholesalers' amd/ 
or mamufacturers' specialty goods.

b. Provision for functional utility of store layout, 
with adequate stockroom and/or selling floor storage, 
shelving, office space, and service areas.
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c. Provision for adequate protection of merchamdise.

(1) Good over-all store visibility.
(2) Location, position, and display of high priced 

specialty goods in a manner insuring maocimum 
protection.

(3) Location of cash registers for maximum control.
d. Attractive store front, easy entrance, attractive 

fixtures amd displays, including open or semi-open 
prescription department, amd possibly a drive-in 
window.

e. Arrangement of traffic patterns by departmental 
areas to utilize maocimum benefits from fountain, 
prescription, and convenience departments.

f. Coordination of store displays with over-all sales 
promotional program by coordinated use of store 
signs, counter signs, price cards, banners, amd 
other devices.

f. Utilization of merchamdise groupings according to 
use groups for easy customer access.

2. Sources of aid in achieving adequate store layout and 
display.
a. Supplier representatives, including vdiolesalers and 

mamufacturers of merchandise, equipment and fixture 
representatives, store architects, amd others.

b. Visitations to other drug stores, grocery stores, 
amd variety stores.

c. Utilization of sales services prepared by commercial 
firms, agencies, and supplier representatives.

D. Personal selling.
1. Understamding the customer and utilizing this knowledge 

in establishing a close personal relationship through 
conversation, social relationships, and sincere interest 
in the customer's welfare.

2. Knowledge of selling features of merchamdise.
a. Competent professional selling of drug products and 

related accessories.
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b. Competent selling of front-end merchamdise, includ

ing specialized knowledge in regard to the sale of 
cosmetics, baby supplies, photographic supplies, amd 
other sundries.

3. Utilization of personal selling techniques.
a. Ability to perform essential selling techniques, 

including greeting the customer, determining custom
er's needs, presenting the merchamdise effectively, 
meeting objections, and closing the sale.

b. Ability to suggest related items, including increas
ing the unit of sale amd upgrading the quality of • 
merchamdise sold.

4. Maintenance of sales enthusiasm, product knowledge, amd
effective selling tedhnicjues.
a. Improvement of sales techniques by utilizing the 

help of trained employees, store sales meetings, 
training schools, supplier representatives, trade 
Journals, sales pamphlets, and training aids.

b. Provision of adequate rewards for effective selling 
performance.

E. Special techniques, practices, and problems in drug store
selling.
1. Customer servicses.

a. Soda fountain to provide food service to store shop
pers.

b. Credit sales as a device to stimulate customer 
loyalty and regularity.

c. Delivery service as a customer œnvenience.
d. Telephone placed so that it is convenient for re

ceipt of customer and physician calls.
e. Wrapping service to stimulate purchases of gift 

items.
f. Supplying of medical information to members of the 

health professions and customers.
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2. Traffic promotion devices.

a. Soda fountain, with limited or complete service.
b. Trading-steunp plans.
c. Unrelated store services.

(1) Postal.
(2) Telefdione.
(3) Money order.
(4) Licenses, such as automobile, hunting and fish

ing.
3. Competition confronting the traditional drug store,

a. Outside competition.
(1) Retail outlets including grocery stores, variety 

stores, service stations, emd others without 
prescription departments selling djnigs, toilet
ries, cosmetics, and health products.

(2) Retail outlets selling sundries, traditionally 
identified with drug store sales, including 
tobacco products, confections, magazines amd 
books, ccunera supplies, rubber goods, and school 
supplies.

(3) Fhysiciauis who either dispense their own drugs, 
operate their own pharmacies, or possess inter
ests in pharmacy operations whereby, directly or 
indirectly, profits are derived from prescrip
tion drugs.

(4) Types of drug outlets with certain specialties.
(a) Chain drug stores.
(b) Discount houses, grocery, depairtment, and 

variety stores.
(c) Voluntary agency stores with coordinated 

purchasing and promotional advantages.
(d) Volume drug outlets, featuring loss leaders 

and special promotions.
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(e) Stores featuring some type of special serv

ice.
b. Internal competition.

(1) Problems of allotment of space to various de
partments .

(2) Problems in determining merchandise lines smd 
breuids to stock, including emphasis on certain 
national or private brands.

Section IV —  Recordkeeping and Accounting 
Guide Statement

Accounting records should provide the pharmacist with 
a dependable measure of the success of his buying, selling, 
and operating methods. The pharmacist who maintains a con
trol over his finsuicial activities is in a position to make 
intelligent decisions in regard to the operation of his busi
ness. Because of the specialized nature of modem accounting 
procedures and tccc laws, it is becoming increasingly necessary 
for outside accountants to be employed to aid in this process, 
particulcurly in larger retail outlets. Nevertheless, the 
benefits to be derived from accounting data are peculiarly 
the responsibility of management in applying the results of 
this data to achieve a more efficient store operation.
A. Apparent need for accounting records.

1. Maximizing of profits by providing data relative to the 
finsmcial status of the business operation.
a. Provision of information upon which past results may 

be analyzed, future operations plemned and con
trolled, and comparisons made with similar opera
tions .

b. Aid in determination of basic financial policy deci
sions.

2. Furnishing of data upon which to base governmental re
ports, such as income tax, social security, and reports 
of sales and excise taxes.



129
B. Recordkeeping and accounting practices.

1. Types of bookkeeping systems generally utilized.
a. Relatively simple commercially-prepared drug or 

retail store bookkeeping systems, providing summar
ies of income and expense, payroll data, operating 
statements, and related data.

b. Employment of a public accountsmt to supervise the 
accumulation of accounting data by store personnel 
and prepare financial statements, tax reports 
(including annual income tax returns), amd other re
lated services.

c. Employment of a store accountant.
2. Minimum accounting procedures required in maintaining 

accounting control.
a. By the store.

(1) Daily report summary or Jouxrnal, including a 
summary of cash and credit transactions.

(2) Monthly check stub or check register data for 
all checks written during the month.

(3) Periodic complete inventory.
b. By the store or outside accountant.

(1) Periodic financial statements, with appropriate 
finsmcial analyses.

(2) Reconciliation of monthly bemk statement.
(3) Preparation of all tax returns.
(4) Preparation of payroll data.
(5) Processing of accounts receivable and accounts 

payable.
C. Control through financial euid comparative analyses.

1. Operating statement analysis.
a. Comparison of gross sales data with percentage rela

tionships between sales and cost of goods sold, 
gross profit, expenses, net profit, emd others.
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b. Analysis of data for departmental summaries amd con

trol.
2. Balemce sheet amalysis.

a. Comparison of assets, liabilities, and net worth.
(1) Calculation of amnual rate of turnover.
(2) Calculation of working capital.
(3) Calculation of return on investment.

3. Additional control data.
a. Number of new amd refilled prescriptions.
b. Average prescription price.
c. Net profit on investment in merchamdise inventory.
d. Accounts receivable controls.
e. Other control data.

D. Maintenamce of auxiliary information.
1. Alphabetical filing system of prescription customers.

a. Facilitates availadaility of information needed for 
insurance claims amd income tax returns.

b. Makes possible quick amd efficient location of cus
tomer prescription information.

2. Maintenamce of taoc information for tax reports.
a. Excise tax.
b. Sales tax data, including non-tatxaible sales.

Section V —  Finamcinq of the Drug Store
Guide Statement

Whether commencing a new business, purchasing an 
established concern, or expamding a going concern, distinct 
financial problems are encountered which demamd adequate 
solutions. Every activity in a pharmacy is related in some 
measure to the financial success of the business. The
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pharmacist-meinager must have adequate sources for the types 
of capital needed, based on various factors relative to the 
finsmcial determinsmts of the individual enterprise. Ade
quate finsmcing through financial smalysis smd control is sm 
integral part of the ownership and msmagement of a retail 
drug outlet. Msmy finsmcial risks smd excessive costs can be 
reduced by sm adequate insursmce progrsun smd the utilization 
of competent legal advice.
A. Sources of capital.

1. Previously acquired personal capital.
a. Funds acquired through saving.
b. Funds acquired by gifts.

2. Funds borrowed from bsmkers, finance compsmies, rela
tives , and others.

3. Funds from sale of equity in business through corporate 
or partnership interest.

B. Types of capital needed.
1. Working funds to meet needs of current operations, in

cluding financing of current cash requirements, ac
counts receivable, merchandise inventories, and current 
expenses.

2. Fixed capital in the form of fixtures and equipment, 
and sometimes including lamd and building.

C. Determinant factors governing relative expense require
ments.
1. Budgetary control as related to working capital require

ments through increased efficiency in Utilization of 
availcLble capital.

2. Investment in prescription and drug inventory as re
lated to the type of pharmacy and the closeness with 
which relationships are maintained with prescribing 
physicians.

3. Accounts receivable which the firm is required to 
finance in order to secure a naximum amount of profit
able sales volume.
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4. Merchandise investment required as related to the speed 

with which the inventory c«m be liquidated in the normal 
course of business.

5. Nearness to the source of supply as related to the size 
of the inventory.

6. Classification of trade area in terms of incomes of 
store clientele as they relate to the quality of fix
tures, merchandise, and service features.

7. Competition as related to the amount of working capital 
which must be allocated to advertising and service ex
pense.

8. Working capital required to take advantage of cash emd 
volume discounts, and special deals.

9. Lease or rental agreement.
10. Desirability of a conservative management and expansion 

policy, as related to financial resources.
D. Factors governing policies on cash and quantity discounts.

1. Utilization of ten-day and end-of-month cash discounts.
2. Utilization of quantity discounts on volume purchases, 

dependent upon complex factors of capital utilization, 
store overhead costs, êuid merchcuidise turnover.
a. Advisability of quantity buying resulting in sizable 

discounts determined in terms of estimated days re
quired to sell the merchandise, and related costs of 
storing and servicing the goods during this period.

b. Availcd)ility of necessary working capital.
3. Quantity-buying decisions generally dependent upon the 

sales volume of the department concerned and availabil
ity and most efficient utilization of working capital.

4. Qucuntity discounts generally profitable on items which 
are turned over every 30 to 60 days.

E. Adequate legal protection through the services of a compe
tent lawyer.
1. Protection of title to property through an adequate 

purchase or lease agreement.
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2. Provision against the unexpected death or disablement 

of members of the firm.
P. Patterns of expemsion of the financial operation followed

by owners and/ox managers.
1. Expamsion of operation by investment etnd/or ownership 

of additional drug outlets.
2. Investment in unrelated lines, including securities, 

farm, or cattle operations, or real estate or housing 
developments.

Section VI —  Maintenamce of Personnel Relations 
Guide Statement

A factor vdiich significamtly affects the degree of 
success of the typical drug store is the customer impression 
gained through contact with the firm's customers, employees, 
suppliers, and mamagement. The efficiency with which manage
ment utilizes personnel has a direct bearing on store profits, 
since the payment for these services constitutes the princi
pal operating expense of the drug store. The ability toi main
tain enthusiastic, competent store personnel is directly re
lated to the maintenamce of conmnunication between employer 
and employee, and a recognition of mutual problems amd oppor
tunities. Fundamentally, good employee relations are getting 
along with the other fellow, amd regarding him as am individ
ual. The selection, training, supervision, and compensation 
of employees relate directly to the success of the store and 
frequently constitute the manager's most challenging problems.
A. Significance of personnel mamagement policies.

1. Personnel mamagement as a principal element of business 
success and the major expense factor.

2. Written or understood personnel policies necessary to 
build good will and cooperation of employees.

3. Efficiency in the organization and delegation of non
selling duties which a re as important as the selling 
functions, in many instances.

4. Personnel mamagement more significant as the size of 
the business increases.
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B. Types and functions of personnel.

1. Registered pharmacist, in charge of prescription de
partment, drugs, and related drug accessories, includ
ing sickroom supplies, amd generally in charge of total 
store operation in the absence of the owner emd/or 
manager.

2. Cosmetic specialist.
3. Fountain manager.
4. Drug clerks and fountain help.
5. Specialists in selling amd servicing such items as 

cameras, jewelry, amd gift items.
6. Clerical amd recordkeeping help.

C. Selection amd retention of store personnel.
1. Personal traits desired.

a. Friendliness, attractiveness, amd neatness.
b. Ability to meet people amd develop worthwhile per

sonal relationships with customers amd professional 
people.

c. Ability and liking for selling.
d. Poise, even temperament, amd the aüDility to work 

with fellow employees.
e. Ability to assume responsibility for necessary de

tails of store operation.
f. Loyalty amd honesty.
g. Character and reputation in the community.

2. Traits particularly desired in a registered pharmacist.
a. Ability to meet amd work satisfactorily with the 

public, members of the health professions, and store 
personnel.

b. Professional competency.
c. Ability to typewrite efficiently.
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D. Training of employees,

1. Sources êind types.
a. Product information and selling data or training 

services furnished by suppliers, pharmaceutical 
organizations, and others.

b. Manager-directed training on store premises, includ
ing individual guidance êuid/or store meetings.
(1) Instruction on store policies concerning person

nel policies, selling, adjustments, services, 
and buying practices.

(2) Instruction concerning store operation, includ
ing receiving stock, pricing, maintenance of 
inventory, cash register operations, smd credit 
policies.

E. Evaluation smd compensation of employees.
1. Evaluation.

a. Use of managerial observation, shopping service re
ports, average sales data, and number of errors and 
complaints.

b. Effect on store personnel of evaluation policies.
2. Compensation.

a. Fixed-wage payment plcuis.
b. Incentive-payment plans or a combination of fixed 

and incentive pay.
(1) Premiums paid sales personnel on the sale of 

selected merchcuidise.
(2) Bonus payments to sales personnel for exceeding 

store quotas on the sale of selected items.
(3) Intra-store contests for bonus compensation.
(4) End-of-year bonuses dependent upon profitcdjility 

of store or specified departments, including the 
prescription department.

(5) Commission compensation.



136
c. Fringe benefits, including health protection, re

tirement, and auxiliary benefits.
F. Supervision and internal control.

1. Employment of shopping service to verify the loyalty, 
honesty, and merchandising efficiency of store person
nel.

2. Use of observation points, speaker systems, and allied 
methods of supervision of employees.

Section VII —  Advemcement of Public Relations 
Guide Statement

The public image of a drug store is determined 
largely by the manner in which the individual pharmacist 
serves his customers and assumes his responsibility as a mem
ber of the health team. Public relations deals with people's 
opinions and the relationship of the drug store with the 
people with which it comes in contact. %ese may be custom
ers, employees, suppliers, physicians, or the drug consuming 
public. The integrity, knowledge, ability, emd desire of the 
pharmacist to provide a vital service to the physician and to 
the general public is the basis of the public's respect for 
the profession. The competent fdiarmacist can enhance this 
image by engaging in professional and community activities 
whidh acquaint the public with the services and benefits 
which pharmacy has to offer.
A. Relations with members of related health professions.

1. Professional services.
a. Provision of competent, current information on drugs.
b. Maintenance of complete medical services cuid sup

plies .
c. Sale or rental of therapeutic devices and medical 

equipment.
d. Maintenance of a professional library, filing cabi

nets, and desk facilities for the convenience of 
members of the health professions.

e. Provision of night and emergency pharmaceutical serv
ice.
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£. Maintenance of a directory of professional medical 

practitioners.
g. Arrangements with medical practitioners for reduced 

prices on drugs for "hardship" cases.
2. Auxiliary services.

a. Maintencunce and promotion of professional medical 
displays featuring all members of the community 
health team.

b. Provision of prescription blanks, magazines, and 
other conveniences.

c. Provision of professional discounts on drugs emd 
merchandise to medical practitioners.

d. Supplying of emergency delivery service.
e. Sending of gifts on birthdays, anniversaries and 

other occasions.
f. Promotion of mutually helpful relationships through 

membership and participation in civic clubs, country 
clubs, and informal social activities.

B. Relations with other pharmacists êind the profession.
1. Membership and participation in professional associa

tions .
2. Extension of professional courtesies.
3. Promotion of orderly marketing processes through the 

utilization of pricing policies designed to gain the 
respect of the public.

C. Relations with the public.
1. Attractiveness of the store, including the display of 

pharmacy symbols, use of professional jackets, amd 
other professional practices.

2. Maintenance of complete supplies of medical necessities.
3. Availability of professional services, including emer

gency prescription service amd auxiliary services.
4. Distribution of professional materials, including utili

zation of publicity emphasizing health care.
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5. Cooperation with medical and public authorities on the 

dissemination of information on disease prevention.
6. Participation in civic, service, and social clubs.

Section VIII —  Legal Aspects of Drug 
Store Management

Guide Statement
The business aspects of operating a pharmacy involve 

legal relationships pertaining to business organization and 
management, including various areas of contract and tort law. 
Although the technical nature of some elements of drug store 
operation requires competent legal advice, a knowledge of the 
many facets of business law, including the need for carefully 
drawn legal agreements, is an invaluable asset to the store 
manager. Most business transactions are made without the 
services of a lawyer. Thus, eui understanding of business law 
is helpful, in addition to the specialized knowledge of phar
maceutical law, which necessarily deals with the professional 
phase of drug dispensing.
A. Elements requiring carefully drawn legal agreements.

1. Organizational structures.
a. Partnership organization, with adequate provisions 

for operation and termination of the relationship.
b. Corporate organization, either under the small busi

ness incorporation law or the general incorporation 
law.

2. Lease, rental, or real estate contracts.
B. Elements requiring knowledge of business law.

1. Contracts.
2. Negotiable instruments and the rights and liabilities 

of the various parties to the instrument, including 
handling of bad checks.

3. Employer-employee relationships, including responsibili
ties of the employer for torts and unauthorized acts of 
the employee.
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4. Liability relating to dangerous premises, product lia

bility, amd legal relationships with customers and sup
pliers .

5. Secured tramsactions, involving conditional sales amd 
mortgages.

6. Insuramce.

Section IX —  Ethical Business and 
Professional Relationships

Guide Statement
The pharmacist in retail practice occupies a unique 

position in his dual role of professional and business mam.
It is apparent that the operation of a pharmacy in which busi
ness and professional activities are inseparable in the minds 
of the customers requires a code of business ethics parallel
ing those of a professional nature. As a member of the 
health profession, the pharmacist is granted a license by the 
government which restricts the dispensing of drugs to those 
who have demonstrated the required background and capedsili- 
ties essential to the protection of the public interest. To 
aid the pharmacist in fulfilling that responsibility, he has 
a code of pharmaceutical ethics which represents the collec
tive thinking of the pharmacy profession. It appears that, 
in a small but significant number of instances, the pharma
cist is subjected to pressures which result in serious 
breaches of ethical conduct. The success with which these 
ethical problems involving business relationships are solved 
by the profession itself may determine to a large extent the 
nature of the future practice of pharmacy.
A. Practices conducive to providing a basis for sound pharma
ceutical ethics.

1. Obligation of the pharmacist to the public.
a. Rendition of service in the safeguarding of the han

dling, sale, compounding, and dispensing of medicine.
b. Participation in activities promoting the public 

welfare.
c. Compliance with legal requirements in the dispensing 

of drugs.
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d. Promotion of adequate store and employee policies to 

ensure the provision of safe amd adequate pharmaceu
tical service.

e. Cbservcuice of pricing policies vdiich promote the 
long-range interests of both the profession and the 
public.

f. Provision to customers of competent amd professional 
health service.

g. Promotion of the value of pharmacy to the public by 
emphasis on its professional character.

2. Obligation of the pharmacist to physicians.
a. Personal acquaintamceship and cooperation with physi- 

ciams in regard to mutual problems relating to the 
dispensing of medicines.

b. Referral of patrons seeking medical aid to physi
cians when the giving of information on drugs might 
be construed as trespassing into the field of prac
ticing medicine.

c. Observance of physician's directions in the matter 
of compounding, refilling, labelling, or giving a 
copy of the prescription to the patient.

d. Provision of competent professional service to physi- 
ciams and allied professionals.

3. Obligation to other pharmacists and the pharmacy profes
sion.
a. Perfection and enlargement of professional knowledge 

through continued dedication to improvement in the 
practice of pharmacy.

b. Association and participation in pharmaceutical or
ganizations dedicated to the advancement of pharmacy 
and the public interest.

c. Exposure to the appropriate authorities of corrupt, 
illegal, dishonest, or unlawful practices by any 
pharmacist to the detriment of the public interest 
and the profession.
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d. Cooperation with other pharmacists in regard to pro

fessional advice, exchange of merchcmdise emd/or 
copies of prescriptions, smd mutual activities not 
detrimental to the public interest.

4. Establishment of proper business relationships with 
manufacturers, suppliers, and other business outlets.

5. Upholding of professional stsmdards concerned with 
practices which involve advertising, pricing, and sale 
of products and services.

6. Maintenance and promotion of pharmacy by competent pro
fessional practices smd services.

B. Practices which should be avoided in the operation of a 
drug outlet.
1. Practices concerned with the sale of products.

a. False or misleading advertising.
b. Pricing policies involving predatory prices, illegal 

price fixing, or restrictive price agreements.
c. Non-conformity with accepted regulations and prac

tices in the dispensing of drugs.
d. Failure to provide emergency service to customers or 

physicians.
2. Practices concerned with professional relations.

a. Relationships with medical practitioners which re
strict the free choice of the patient to select his 
own pharmacist.
(1) Medical clinic relationships between medical 

practitioners and pharmacists involving coopera
tive agreements by which physiciems directly or 
indirectly profit by the prescriptions they con
trol or influence, including lease rentals based 
on a percentage of prescription sales, reimburse
ment arramgements, and fixed rental agreements 
unrelated to the physical value of the property.

(2) Fhysiciam-dominated pharmacies.
b. Promotion amd sale of objectionable nostrums.
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c. Unwarremted criticism of fellow pharmacists or 

allied professions which might reflect upon members 
of the health professions.

d. "Counter-prescribing" vdilch tends to trespass Into 
the field of practicing medicine.

C. Practices Involving ethical considerations which are con
troversial.
1. Issuance of trading stamps on prescription drug sales.
2. utilization of "loss leaders" vdilch require the store 

to take a loss on cezrtaln merchandise Items In order to 
establish traffic patterns conducive to Increased sales,

3. Utilization of self-service on drugs.
4. Reduction of prices made possible by the elimination of 

delivery, credit, or other services.
5. Use of direct lines, pneumatic tubes, and other means 

which might Invade the patient's privilege of selecting 
his pharmacist.

Recommended Applications for the Guide 
to Pharmacv Administration 

The applications of the guide to Instruction may be 
as varied as are the circumstances which surround the Instruc
tion of fharmacy students In educational programs Involving 
business. Since there are numerous ways In which the guide 
may be used, the examples Indicated here are merely Illustra
tive.

Effective use of the guide may be made by an Instruc
tor In pharmacy administration courses as a supplement to 
textbooks or lecture materials. The guide Is compiled In 
such a manner that specific areas of Instruction may be de
veloped by Its utilization as lecture or blackboard notes.



143
for projection on slides, or for use in overhead projectors. 
Individual items in the guide may serve as topics to be de
veloped through classroom discussion emd interpretation by 
the instructor.

The guide may be used in courses in management, mar
keting, accounting, finance, business law, and business 
ethics, as well as related courses. It can be especially 
valuable in pharmacy orientation courses, which serve to ac
quaint students with the many aspects of drug store ownership 
and/or management. In addition, the case studies themselves 
constitute valuable source materials which can be used either 
for classroom presentation or supplementary reading. The 
case studies should be especially valuable in orientating the 
students to the philosophy of operation of different types of 
retail pharmacy outlets, and the different principles and 
practices peculiar to them. They should enable prospective 
students of pharmacy, particularly those with no previous 
drug store experience, to gain a knowledge of various aspects 
of the practice of retail pharmacy and the operation of a 
drug store. Some aspects of both the case studies emd the 
guide to pharmacy administration could serve as supplementary 
or discussion materials in pharmacy seminars held for stu
dents and/or practicing pharmacists to acquaint them with 
differing practices in drug store operation.

The guide may also be used by pharmacy instructors, 
administrators, and accrediting agencies to evaluate current
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pharmacy administration Instructional progreuos In terms of 
current practices and beliefs as expressed by practicing drug 
store owners amd/or mamagers.

Whatever the purpose of Its use may be, the basic In
tent of the guide to pharmacy Instruction Is to present am 
Instrument which assembles a unique type of Information ob
tained principally from practicing drug store owners and/or 
managers.

Generalizations 
The major desired objective of this study from the 

beginning was to prepare a guide to Instruction In fdiarmacy 
administration. Thus, It was obvious that detailed and numer
ous findings would not be developed as the basis for specific 
kinds of conclusions. The objective of this study, however, 
has been accomplished. A guide to Instruction was developed 
and It Is presented In this summary chapter.

On the basis of years of experience gained as a 
teacher of business subjects relating to business management 
In general, and several years of teaching accounting to phar
macy students, the author's comprehension of pharmacy admin
istration with Its many ramifications has been greatly broad
ened. Upon completion of the extensive background study re
quired and the work done In developing and Interpreting the 
case study reports, the author was able to synthesize them to
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the extent of arriving at a few broad generalizations. The 
generalizations reached are:

1. The knowledges, understandings, and skills asso
ciated with the management of a retail drug outlet constitute 
significant aspects of the preparation of pharmacists, and 
continuous careful evaluation «md constant reorganization of 
subject matter content is required to ensure that the needs 
of future pharmacists are adequately met.

2. Some of the fundamental elements of management 
may be appropriately dealt with by means of integration into 
the general and technical instructional phases of the phar
macy curriculum. However, there remains a substantial body 
of knowledge which probably can be satisfactorily handled 
only in courses appropriate to what should be designated as 
the "pharmacy administration" phase of the curriculum.

3. The philosophical statement «md the guide to 
instruction presented in this study are indicative of the 
nature of pharmacy administration and should be utilized in 
the future as guidelines for the extension and improvement of 
this important phase of the preparation of pharmacists.

It is the sincere hope of the author that pharmacy 
educators will make use of the guide to instruction to bring 
about improvement in the management of drug outlets regard
less of the levels at which their programs of instruction now 
function.
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CASE 1

Nature of Store Operation
This is a small town drug store with amnual sales of 

approximately $160,000. About 50 per cent of its sales are 
in the form of prescription drugs, and the remainder is dis
tributed among sundries, over-the-counter drugs, fountain 
sales, tobacco products, and other items normally carried in 
this type of operation. The current inventory cost is approxi
mately $21,000, and the merchandise is turned over between 
five cUid six times each year. Forty per cent of the total 
sales are on credit, and accounts receivable outstanding 
average approximately $7,500. Since organization, the store 
has operated under contract as an agency store of a large 
national drug concern.

The drug store is located in the center of a town of 
4,500 population. Its position, on a comer facing a trans
continental highway, is highly desirable. Parking spaces are 
located on the side street, with parallel parking in front of 
the store. The store is open from 8:00 A. M. to 8:30 P. M. 
each weekday and Sunday. The owner-manager also owns the 
only other drug store in town, which is operated under a dif
ferent name, different management, and different agency agree
ment. This additional store was acquired three years ago.

Recently, the owner-manager has also opened a clinic 
pharmacy in a medical arts building which is leased by two

153
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physlclams and two dentists. Apparently the medical clinic 
mcinagement insisted on establishing a clinic pharmacy, and 
the owner ̂manager was faced with either operating this phar
macy or letting someone else do so. To prevent competition, 
he chose to operate it himself.

The owner-Hrtianager has operated this store since his 
graduation from the School of Pharmacy, Southwestern State 
College, twenty-two years ago. He is a leader in state phar
maceutical activities and appears to be a capable and res£)ected 
retail druggist. His professed objective is to maintain a 
profitable store which provides good service at reasonable 
prices. A major portion of his time is devoted to civic 
enterprises and public relations activities. He expressed 
the belief that the retail drug store will continue to occupy 
an important place in smaller communities, although he sees a 
trend towards either small prescription shops or large type 
department drug stores in larger populated areas.

Merchandising
Buying.— This store is supplied by two full-service 

wholesalers, a large national drug house under an agency con
tract, and a retailer-owned wholesale house which is also a 
subsidiary organization of the national drug concern. It is 
also supplied by direct purchases from manufacturers. The 
agency supplies a line of merchandise featuring private 
brands which are not subject to price-cutting, and also
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provides aggressive merchandising aid. The retailer-owned 
wholesale coropciny, completely owned through stock purchases 
by independent agency druggists, engages in mass distribution 
of a full line of brand-neuned merchsmdise and drugs. Normally, 
purchases from this company provide at least a 10 per cent 
reduction in price as compared with other wholesalers, but as 
it is located in a distant city, the service is slow and 
freight is expensive. Direct purchases from manufacturers 
constitute about 25 per cent of the owner^msmager's purchases 
with 15 to 18 per cent discounts for quantity purchases. Pur
chasing from direct accounts is consolidated between the two 
drug stores in the community.

Emphasis is placed on buying in limited quantities in 
order to maintain a high rate of merchandise turnover, al
though the owner-manager now buys "deals” which in earlier 
years he would have had to refuse because of his weak cash 
position. Quantity purchasing is practiced only in lines of 
merchandise which have previously proved themselves.

Pricing.— The owner-manager generally follows the sug
gested list or fair-trade pricing. Sundries are priced to 
return a one-third margin on the selling price; drugs are 
priced at a 40 per cent margin. "Loss leaders" are not used, 
although occasionally goods are marked to meet competition.
Cost prices are marked by code on a few expensive items ; 
otherwise, all front-end merchandise is marked at retail when
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it is put on the counters. Drugs are marked at cost in the 
prescription department.

Competition.— Although he is fortunate because of the 
absence of competition from other drug outlets in the commun
ity, the owner-manager reported some competition from metro
politan large-scale distributors and discount houses, as well 
as local grocery stores and variety stores. He explained 
that he has shifted his type of merchandise away from items 
which are featured in discount houses and large-scale retail 
chains, cuid now features more gift merchemdise emd drug items 
which are less competitive. Cameras and electric razors were 
given as examples of items which are sold in the metropolitan 
area at retail prices less thcin the wholesale price available 
to the owner-manager. By stressing convenience and service, 
along with competitive merchandise bearing the national drug 
house label, the owner-manager believes that he is meeting 
competition satisfactorily.

Advertising.— Advertising and sales promotion are 
determined primarily by the national drug house agreement 
which provides for about six major sales a year, with accompa
nying advertising aids. The ownermanager occasionally puts 
on a special sale sponsored by one of the full-service whole
salers. He participates in community advertising compaigns 
which are promoted by handbills. He expressed the viewpoint 
that his best advertising comes from sources in which he does 
not participate, including metropolitan newspaper advertising
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and television advertising of products sold in his store.
The observation was made that advertising in the local paper 
is not particularly effective. The store subscribes to the 
national drug house promotion service which costs $5 per 
month, and the owner-manager believes that this advertising 
program is very good.

Less them 2 per cent of the sales is allocated to 
advertising expenses. The owner-manager indicated that pos
sibly his sales and profits could be improved by his sponsor
ing a more aggressive promotional program* but that the pro
gram is not so necessary to his operation as it might have 
been in the earlier and more critical years.

Selling.— The owner ̂manager estimated that self
selection constitutes about 30 per cent of the front-end 
sales. He expressed the opinion that more sales training on 
the part of his personnel would improve his sales. He peri
odically sends his full-time women employees to cosmetic 
schools. In the past, he has held after-store-hours meetings 
with his employees. He has used the services of occasional 
specialty salesmen in an effort to promote a particular line 
of products, but does it only rarely now. Training given to 
employees consists mostly of individual guidance and assist
ance by the owner-iOcmager. It appears that sales personnel 
may be tending to "wait" on people rather than "sell" them; 
high pressure selling techniques are not a part of this opera
tion. It is evident that the ownernntanager believes in
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self-service to only a limited degree. He refused to remodel 
the front of his store on a self-service basis as suggested 
by the company which furnished his store fixtures. He ob
served that people in a small community prefer at least a 
limited amount of clerk service, smd he emphasized the danger 
of exposing expensive cosmetics emd other items to possible 
theft in a community with a large cunount of school and tran
sient traffic. He expressed skepticism of the need for ob
servation points, mirrors, emd other control devices to deter 
pilferage.

Inventory control.— At the present time, the owner- 
memager reported, he does not utilize objective methods of 
inventory control. He stated that in the early years of the 
operation he watched his cash position very carefully, but it 
is now his opinion that his experience and financial status 
make it no longer necessary to exert a high degree of control. 
He indicated that he has invariably erred in having too little 
merchandise rather than having too much. He reported that he 
utilizes the services of detail men and wholesalers in aiding 
in inventory control but does not depend on them entirely.
Drug merchandise is dated as well as priced when it is re
ceived; this provides useful information on the movement of 
drug merchandise.

Services.— No intensive effort appaears to have been 
made to increase traffic, other than by operating his fountain
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as a service to customers, encouraging charge accounts, and 
providing film and postal service.

Accounting
Fincuicial statements.— A certified public accountsmt 

furnishes the ownermanager a monthly operating statement and 
balcince sheet and prepares his payroll, taoc reports, and in
come tax returns. The owner manager intimated that these 
monthly statements give him a degree of control over his 
operations and provide a feeling of financial security.
Daily summary sheets are prepared from cash register data, 
paid-out slips, received-on-account slips, and deposits. 
Monthly, the accountant utilizes a tape coding machine, into 
which this information is punched, along with check register 
data and recurring entries, and forwarded to a data process
ing center which returns the completed statements.

The owner ̂manager stated that he watches closely for 
significant variamces on comparative statements. He explained 
that in earlier years he carefully compared his statements 
with national comparative data for drug stores in his cate
gory of sales and geographical area. Today, he experiences 
less concern because of better understanding of his operation.

Accounts receivable.— The operation does not utilize 
charge tickets, but the account to be charged is written on 
the cash register ticket which is filed with the daily cash 
register tapes. These charges are posted to the daily summary
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and also to the accounts receivable ledger. Customer credits 
likewise are not recorded on tickets but are written on cash 
register slips and processed in the same way as charge slips. 
While this operation is extremely simple, it appears that it 
might lead to inefficient record keeping because of the dif
ficulty in tracing errors. Customers normally may be ex
pected to appreciate receiving duplicate charge tickets with 
their monthly statements, and received-on-account receipts 
when they make payments. Under this system it appears to be 
advisable that customers pay the drug store ly check to show 
proof that their accounts are paid. The accountant furnishes 
a monthly control figure for accounts receivable, but this 
figure is seldom checked against the accounts receivable 
register.

Auxiliary records and reports.— No special prescrip
tion records are kept by alphabetical order for customer con
venience or customer income tax purposes. Tax records for 
firm taxes are maintained by the accountant. No accounts pay
able ledger is kept, as bills are regularly paid on the tenth 
day of the month following receipt of statements.

Personnel
Nature of personnel.— The normal work force at one 

time consists of two fountain girls, a drug and cosmetics 
clerk, and a pharmacist. The total average number of employ
ees is eight, including one full-time pharmacist and one
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half-time pharmacist, in addition to the owner-manager. Com
petent help is readily available vdien needed.

Drug clerk and fountain help is selected, according 
to the owner-manager, on the basis of personality, appearance, 
cUid character. Some individual training is done by the owner- 
manager .

Evaluation, compensation, and incentives.— The owner- 
manager explained that he evaluates and compensates his em
ployees on the basis of his observation of their performance. 
They are paid the prevailing wage-rates for the community, 
which are fairly low. Other than utilizing the promotional 
incentives provided by a few mzmufacturers for selling their 
products, no performemce incentives are used to reward sales 
performance.

Personnel problems.— The manager appeaurs to achieve 
satisfactory employee relations with few personnel problems. 
According to the owner-manager, every effort is made to coop
erate with employee requests if they are reasonable. In par
ticular, a higher degree of performance is expected when he 
is out of the store than when he is present. He expressed 
the opinion that employees respond to considerate treatment 
and responsibility and that quiet encouragement, rather than 
autocratic dictation, results in better performance.
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Flnctnce

Capital finance.— Lack of adequate capital, while a 
problem in the early years of the store's operation, has 
never seriously endangered the operation, according to infor
mation from the owner^nanager. All purchase discounts are 
promptly taken. Conservative management and expemsion poli
cies have kept the business from financial pitfalls.

Insurcuice.— Insurance for the operation has been pro
vided through a local insurance man. No particular problems 
have been encountered.

Public Relations
Professional, customer, and employee.— The owner- 

manager cultivates close relationships with doctors and 
dentists through the promotion of dinner engagements, lunch
eons, and other social relationships. Prescription blanks 
and magazine covers for periodicals are provided by the owner- 
manager for physicicins ' offices. Customers are treated with 
friendly, courteous service. No gifts are given to favored 
customers because it is the owner-manager's conviction that 
this often creates dissension. Employees are given dinner 
parties twice a year, with husbands emd wives invited. An 
effort is made to provide employees with time off from work 
when they request it, and regular vacations are given full
time employees.
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Advzmceroent of pharmacy.— The owner-inanager is a 

leader in state and local pharmacy circles and has received 
various awards for his achievements in pharmaceutical activi
ties. He is active in civic affairs and is a prominent mem
ber of local civic organizations. He indicated that he sp>ends 
about 30 per cent of his time in public relations activities.

He expressed some concern over the continued trend 
towards decreased profit margins, but indicated the belief 
that some city druggists have encouraged the formation of 
discount pharmacies by over-charging for prescription drugs.
He expressed confidence that pharmacists can generally hold 
the loyalty of the public by conscientious service emd fair 
prices.

Education.— The owner-memager expressed a desire for 
more emphasis on general education in the pharmacy educational 
program, with a broad background of business subjects. He 
believes he would have derived benefit from more training in 
advertising, accounting, emd management courses. Particularly, 
he regrets that he did not have training in public sp>eaking.



CASE 2

Nature of the Store Operation
This is a small drug store located in cm isolated 

rural community of 700 inhabitsmts. Its annual store sales 
are approximately $87,000 based on a merchandise inventory 
valued at a cost of $16,000. The merchandise turnover is ap
proximately four times annually. In addition to annual store 
sales of $87,000, other business is secured from the local 
hospital and clinic, to which additional sales are made at 
cost plus a 10 per cent margin of profit. About 40 per cent 
of the total sales is from the prescription department.
Credit charges amount to approximately $3,500 monthly, and 
the outstanding accounts receivable vary between $3,000 and 
$5,000. The owner-manager has operated this business for 
three years. The fountain sales approximate $35 per day.
The veterinary sales are between $4,000 emd $5,000 annually.

This business is located about one-half block from a 
principal interstate highway. The owner-msmager reported 
that three years ago he learned through a drug salesman that 
this community was vigorously seeking someone to continue the 
drug store in operation. He decided to purchase the store 
emd said that with a small down payment and the cooperation 
of the local banker and business people, he had been able to 
start this operation on a "shoestring" and had never regretted

164
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it. His closest competition is 29 miles away, and this gives 
him a certain freedom which he values greatly.

The owner^nzuiager related that em operation such as 
this does not have the heavy expenses for advertising and 
delivery service which existed in the populated city in which 
he was located previously. He specializes in personal service 
cUid does not hesitate to fill prescriptions at night. He com
mented that he has relative freedom of pricing. He emphasized 
that he has an important public relations job in a small com
munity such as this, and the principal objective which he 
seeks is the continued good will and patronage of the commun
ity and the medical profession.

Merchandising
Buying.— The owner^nanager reported that he operates 

independently and is supplied principally by a full-service 
wholesaler. He does the usual amount of direct buying. Al
though this store does not operate under an agency agreement, 
he recognizes the advantages of doing so. He has considered 
affiliating as an agency of two national drug suppliers. He 
believes that one agency supplier furnishes more drugs, better 
cosmetics, and better advertising cind merchandising service. 
The other agency supplier, he believes, is preferred for 
sundry items.

Pricing policies.— The owner commented that generally 
he prices his goods at fair trade prices. He attempts to keep
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his prices reasonable, and is not faced with any direct compe
tition, except the local grocery store.

He indicated that he codes all his merchamdise at 
cost in the drug department amd in the front end of the store. 
This practice gives him a double-check on chamges in prices 
amd furnishes him other types of control.

Competition.— The owner-manager knows of no unethical 
competition. People trade with him for service and conveni
ence.

Advertising.— The owner takes a full-page advertise
ment in the weekly newspaper six times a year to "push" such 
special events as "back-to-school" days, the store anniversary. 
Mother's Day, Father's Day, Valentine's Day, amd Christmas.
He indicated that in addition to newspaper advertising he is 
very proud of the two highway billboards which he maintains.
One of the signs originally retailed at $550, but he obtained 
it at a considerable discount.

He puts a spot advertisement in the weekly newspaper 
and also carries a fountain advertisement. He said that the 
principal purpose of his advertising is to develop good will, 
and that he is quick to donate to school papers, football 
score boards, and any other community soliciation which will 
develop good will for his firm.

Selling.--The owner-manager pointed out that his 
store includes both self-service and clerk service. He
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believes that one of the indispensable attributes that a drug 
store must always have is the personal service with which the 
proprietor serves the public. He stated that when he assumed 
ownership of this store about three years ago, he had to 
undertake a complete redecoration of the store. A full- 
service wholesaler from whom he bought the fixtures gave him 
valuable advice in arranging the layout and display pattern 
of the drug store. This wholesaler required 23 per cent down 
on the fixtures which were purchased.

Inventory control.— The owner-proprietor maintains 
control of purchases by putting 60 per cent of his sales 
money into new purchases. (Sixty per cent of the cost is ap
proximately equivalent to 100 per cent of the sales price be
cause 40 per cent of the selling price is the gross profit.) 
He said he does not obtain this type of profit on front-end 
goods but that the prescription drugs raise the over-all 
profit.

Traffic.— The principal traffic builders in this 
store are its fountain and personal service. The owner re
ported that he maintains a 24-hour prescription service and 
has cui extension phone installed in his bedroom. His credit 
losses are very small and constitute less than 0.3 per cent 
of the total sales. He said that occasionally he contacts 
the county attorney concerning bad checks and the county 
attorney takes care of the matter. He has no formal lease
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and Is renting by the month. He believes that if the bcuiker 
becomes dissatisfied with his operation, he will have saved 
enough money to give him relative freedom in moving to another 
location. He does not, however, seriously contemplate this 
possibility.

Accounting
The accounting is done by the owner-manager with the 

exception of the income tax return which is prepared at the 
end of the year by an accountant. The owner-memager takes 
care of his own payroll, clerks' salaries, and social security 
reports, as well as related tax reports.

The owner-manager stated that he utilizes a single- 
entry bookkeeping system sponsored by a national ethical drug 
manufacturer and that he also uses its figures in analyzing 
his operating statement at the end of the year. He does not 
utilize its free analysis service. In comparing his figures 
with the national averages, he finds that both his salary and 
his rental, payments are below the average. He reported that 
he processes his own accounts receivable. When a credit sale 
is made, he prepares the charge tickets in triplicate, gives 
one to the customer, and keeps two. He mails another copy to 
the customer when he is billed and retains one for his records. 
He does not departmentalize his accounts.
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Personnel

The ownermanager is the only registered pharmacist 
in the store, but there is a retired jharmacist in the commun
ity who substitutes for him and to whom he paid $1,000 last 
year for relief work. He reported that the remainder of his 
staff consists of two ladies who are full-time employees 
aided by a boy and girl whom he employs after school and an 
additional girl whom he employs in the summer.

The owner-manager takes advctntage of sales training 
advertisements which are furnished by full-service wholesal
ers and regularly distributes their literature to his sales
people; he also sends his lady personnel to cosmetic schools.

He has practically no turnover in his personnel and 
therefore he has almost no personnel problems. He employs a 
"checker" service to check the merchandising efficiency and 
honesty of his employees.

Finstnce
The owner^Rzmager sold his house three years ago and 

brought $1100 into this operation, borrowing $19,000 from a 
local bank. He indicated that this was a rather unusual situ
ation but that the town desperately needed a pharmacy, and he 
had been able to talk them into this arrangement by using a 
great deal of personal salesmêinship. He reported that in the 
three years he has been operating the store he has been able 
to cancel the $19,000 mortgage. He is very proud that he was



170
the first person of his graduating class of 1957 to own a 
drug store.

The owner^namager reported that he carries a combina
tion over-all drug protection insurance policy on his store.

Public Relations
This community has a combination clinic and hospital. 

The clinic has three doctors with whom he has the best of re
lationships, each treating the other with professional re
spect. He indicated that in am operation in a small commun
ity like this, one needs to know his customers amd their 
needs to appreciate their problems. He said that such things 
as buying and merchandising are relatively unimportant fac
tors in his over-all operation. The importamt thing is that 
the customers return to the store and trade with him.

The owner-manager belongs to the state pharmaceutical 
association. There is no local pharmacy association in this 
area. He indicated that in regard to furthering community 
activities he is particularly conscientious in cooperating in 
all worthwhile activities; however, he makes it a policy not 
to be a leader in these activities but to be a loyal follower. 
He believes that frequently community leaders alienate cer
tain factions in the community. He thinks this is not good 
for the development of over-all customer loyalty which is con
sidered necessary for the operation of a successful store in 
a rural community.
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The owner^namager asks for a comprehensive management 

program in the pharmacy school, which would consist of three 
different curricula for pharmacy students: (1) a retailing
curriculum, (2) professional hospital and clinic curriculum, 
cuid (3) a professional prescription shop curriculum. He 
thinks the management prograun should include more display, 
more composition of newspaper advertising, a course in foun
tain management, and a seminar in public relations. He fur
ther commented that the practical experience requirement to 
become a registered pharmacist should be coordinated with the 
cooperation of the school of pharmacy and administered by a 
druggist.

The owner-manager is wholeheartedly in favor of the 
five-year college progrcun. He commented that the older phar
macists, many of whom secured their registration without the 
benefit of a college education, are the principal drawbacks 
to the pharmacy profession. He indicated that the pharmacy 
profession must look for leadership to the recent graduate 
who believes in a professional approach to the practice of 
pharmacy. He said that a pharmacist should be able to aid 
the doctor in advising the drug medication and that he does 
this in his operation. He is critical of those who lower the 
professional standards of pharmacy. He also is critical of 
the druggist who sells sundries between drug sales and indi
cated that he would like some day to own a prescription shop 
without the front-end merchandise.
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He cautioned that, in his opinion, f^annacists should 
not work for chain or discount outlets. He believes these 
outlets may be capable of destroying the professional nature 
of the practice of pharmacy. Almost all the problems of the 
pharmacy profession, he indicated, arise from non-pharmacist 
owned stores.



CASE 3

Nature of the Store Operation
This is a rural drug store with euinual sales of ap

proximately $70,000. The store has been in operation for 
more than 40 years and is managed by the original owner and 
his son, as partners. Both of them are registered pharmacists 
Approximately 45 per cent of its sales are prescription drugs ; 
40 per cent, proprietary medicines amd sundries; and 15 per 
cent, fountain sales. The current inventory at cost is 
valued at $9,000, and the stock is turned over more them 
seven times annually. Sales on credit are extensive.

The store is located on the comer of a block facing 
the town square in a community of 3,500 people and within a 
few miles of a large government base. The store is distin
guished by a large wall mirror of antique design positioned 
behind the fountain amd by other evidence of original design. 
Otherwise, the merchandise is neatly displayed on modern fix
tures. The owners are in the process of establishing a 
drive-in window at the rear of the store in the alley adjacent 
to the side street.

In addition to a full line of drugs and merchandise 
typically found in a drug store, the store features a large 
display of model airplanes, craft toys, and sundry merchan
dise. The senior partner, who is an elderly experienced 0iar- 
macist and business man, was one of the first pharmacy
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graduates from the University of Oklahoma, the first pharmacy 
school located in the state. His son graduated from the 
School of Pharmacy, Southwestern State College, about five 
years ago, after first pursuing a career in youth work. The 
junior partner commented on the many changes in pharmacy dur
ing his father's years of practice euid took the interviewer 
into the back of the building where he showed old fixtures 
containing crude drugs, only four or five of vdiich are pres
ently used. He commented on the decline of the fountain busi
ness which used to include an importemt ice cream business. 
His father is one of the few pharmacists left in the state 
who pours many bulk liquids from stock bottles— the younger 
pharmacists like himself preferring to purchase prepared 
preparations although the profit return is much less.

The junior partner commented that his father was ap
parently somewhat resistant to some of the changes which he 
wished to incorporate into the business. However, the son 
grudgingly admitted that quite often the "old mem" proved to 
be right. The father has wholeheartedly supported the 
"drive-in" project.

The junior partner has a college degree in personnel 
work and for some time was employed as a professional youth 
worker before returning to the local pharmacy college where 
he completed his pharmacy work.



175
Merchandising

Buying.— This store is associated as an agency store 
operating under a contract with a national drug concern. The 
drug concern supplies the store with private brand drugs and 
merchandise, and features special sales in which the store 
participates throughout the year.

The partnership owns stock in a retailer-owned whole
sale company sponsored by this same drug compêuiy. This stock 
enables the store to purchase national brand merchandise at 
sizable discounts. The lower operating unit cost is achieved 
by eliminating sales representatives and also by specifying 
that all purchases must be made for cash. In addition, the 
store is supplied by two full-service wholesale houses. The 
junior partner commented that he and his father are not join
ing the new volume buying plan being set up by one of these 
wholesalers, featuring special discounts on fast moving items 
purchased in quantity. It appears that their low volume will 
produce only limited discounts which would inadequately com
pensate them for the inconvenience of doing their own order
ing and sending in orders themselves— a cost-saving feature 
of the new plan. Another feature of this plan which the 
partners do not like is that it necessitates their selling 
the vitamin products distributed by the wholesale firm.

Pricing.— The junior partner indicated tliat pricing 
does not constitute a major problem, as their policy is to
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sell drugs and merchcmdlse generally at suggested or fair 
trade prices. Their agency association provides them with a 
line of private bremd merchandise with price appeal. The 
junior partner complained of the decreasing profit margins 
which are being allowed by most manufacturing concerns, de
scribing this trend as one of the most serious problems con
fronting the small drug store retailer. He marks the date, 
month, year of receipt, and the cost price in code on all 
drugs and most of the merchandise which is stocked in the 
store. This enables him to see how fast the merchandise is 
moving and also serves as an aid in inventorying merchandise 
or pricing it vdien exchemges are made with other drug stores 
as a matter of convenience.

As an agency store, merchandise is regularly featured 
at reduced prices in the one-cent sales vdiich this national 
drug concern promotes twice a year.

Cormaetition.— The junior partner said their competi
tion consists chiefly of two other retail drug stores located 
in the downtown area, and a dispensing doctor who practices 
medicine in the community. He indicated that while competi
tion is not severe, it nevertheless is a factor with which 
they are constantly faced. They were forced to install an 
air-conditioning unit because a neighboring drug store had 
previously installed one.

Ifô said that their recent action in installing a 
drive-in window at the back of the store in the alley has
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apparently caused consternation among his competitors who ap
parently had enough political influence to endanger the pro
ject. He related that the mayor had threatened to have the 
city council make the alley a one-way street, but that now 
the council seemed prepared to accept the situation.

He expressed distaste for grocery store competition 
in the drug business. "I am trying to organize a 'stsunp plan' 
among druggists to give away 'food'," he said. He commented 
that a local chain departmental variety and auto appliance 
firm which engages in discounting drug products and associ
ated toiletries has created a difficult situation. However, 
he expressed the belief, based on conversation with the local 
manager who is a personal friend, that this organization will 
eventually drop this type of merchcuidising.

Advertising.— The junior partner described advertis
ing as a serious problem. They compose their own advertise
ments, using those prepared by the metropolitan newspapers as 
guides. Their advertising consists of handbills prepared by 
the national drug concern, newspaper advertising, and personal 
advertising. He commented that they had not distributed hand
bills on their last semi-annual "one-cent" sale and had ex
perienced more business than ever before; therefore, he is 
dubious about their effectiveness. They plan to continue to 
experiment with advertising methods.

Selling.— The junior partner believes selling is 
humeui relations— a subject about which one can never leam
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too much. He also commented on the national success in mer
chandising achieved by a former local resident. In his opin
ion, the principal asset possessed by the former townsman was 
the ability to sell effectively.

The Junior partner said his father considers himself 
cm expert in layout and display of merchandise because of his 
long experience in selling. One-cent sales have disturbed 
the effectiveness of his present store layout because of the 
high volume generated by these sales. At one time they kept 
all drugs arranged alphabetically for easy location, but he 
admitted that he is not proud of the present arremgement.

Inventory control.— The junior partner expressed 
pride in their ability to control their stock purchases and 
pointed out that they regularly turn their merchandise stock 
seven to eight times annually, which is a very high turnover.

Services.— The fountain service, credit privileges, 
and personal attention to customers' needs constitute the 
principal services offered by the store. The junior partner 
reported that the business has lost over $2,000 in bad debts 
in the past year because of unreliable credit accounts with 
construction workers and tramsients who work at the nearby 
government base. The paurtners expect their new "drive-in" 
window to be an excellent addition, particularly in cold or 
disagreeable weather.
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Accounting

The senior partner keeps a single entry set of books, 
using eui accounting system provided by a cash register com
pany. All payroll and taoc accounting reports are processed 
by him, including the necessary payments. An outside account
ant handles the income tax return for the firm. Accounts re
ceivable are entered in a journal at the time of the sale and 
later posted to the customers' accounts. A daily summary 
sheet, designed by a cash register company, is used to col
lect daily data and "prove” the cash register.

The partners also use an alphabetical register of 
prescriptions filled.

Personnel
The two partners, father and son, are registered phar

macists and apparently are able to service the prescription 
department satisfactorily and also have time for occasional 
vacations. The junior partner said they have no difficulty 
in securing adequate help in the drug store.

Finance
The partners apparently have extensive farm and city 

investments which indicate that this relatively modest drug 
store has been very successful through the years. They carry 
the usual types of insurance with the exception of burglary 
insurance, which they consider too expensive.
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Public Relations

Professional, customer, and employee.— The junior 
partner reported that there are two doctors in the community, 
one of vAiom does his own dispensing. "When he comes into the 
store I joke with him by commenting on the number of "patients' 
I have had," he said. "He responds by recalling that perhaps 
he has also 'sold a few pills.'" The junior partner seriously 
commented that he considers doctor dispensing unethical. He 
believes that this doctor makes about as much on drug sales
in his medical practice as the junior partner does in his
store.

He disclosed that the other doctor in the community 
is one of his best friends but that his patients are not in
fluenced in their choice of a gharmacy. The junior partner 
indicated that in the past his father had helped some of the
doctors get established in the community only to find that
their appreciation appeared to be short-lived. He also com
mented that what had formerly been a large veterinary business 
has largely vanished because of the present custom of local 
veterinarians purchasing their supplies direct.

Both partners are obviously we 11-liked in the commun
ity in which they have spent their lives. The junior partner 
is an adept public speaker and youth worker.

Advancement of nharmacy.— The junior partner was ex
tremely blunt in his criticism of the new five-year pharmacy 
program. He said:
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I hope it 'back-fires.' These large-scale oper

ators will 'jam it down our throats,' and it can 
eliminate the small druggist. We are a combination 
of a business amd a profession, and we might as well 
recognize it.

He concurred with his father in stating that for the first 
six months a typical graduate pharmacy student should "pay 
for the privilege of working until he learns the business."

The junior partner commented on the value of training 
in speech amd public relations, and said that his degree in 
personnel relations has been one of the best types of prepara
tion possible for working in a drug store.

He believes that one course in marketing and one in 
management is sufficient generally, as it is difficult to 
specialize further with justification because of the varied 
nature of the different types of drug stores. He requests 
that more advertising be taught in the pharmacy curriculum, 
and he spoke also of the value of training in bookkeeping, 
including payroll accounting.

It was apparent from the comments of the junior part
ner that he and his father do not regard the function of a 
retail pharmacist as requiring extensive scientific training.



CASE 4

Nature of the Store Operation
This Is a small rural drug store with annual sales of 

about $40,000 and a merchandise inventory of slightly over 
$10,000. The prescription drug business totals 25 per cent 
of all sales. Charge accounts are encouraged. The present 
manager has taken over this business from a relative who was 
recently deceased, and is commencing a renovation and moderni
zation of the entire operation. The store is associated with 
a national drug agency but has not participated actively in 
supporting its products. The store does considerable foun
tain business which constitutes about 10 per cent of the 
total sales.

This dmig store is located in mid-block in the down
town area in a rural community of approximately 1,300 inhabit
ants. The only other drug store in town is located on the 
corner across the street. The store opens at 7:30 A. M. 
daily and closes at 6:00 P. M. six days a week, but on Satur
days it stays open until 7:30 P. M.

This store is a typical, but slightly deteriorated 
country drug store. It has a fair volume of gift item sales 
and sells some veterinary supplies, tobaccos, magazines, and 
cosmetics. It is owned by the owner^nanager's family. The 
owner-manager has had extensive retail experience, having 
spent the last three years in a professional prescription
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department in another state. Previous to that he acted for 
three years as a store manager of a retail unit in a large 
chain store system in a neighboring state.

A  relative of the owner^nanager owns cuxd operates the 
neighboring comer drug store. The manager believes that 
personal service is the heart of the pharmacy business. He 
reported that he likes the small-town store with the close 
customer relationships and he wants only a reasonable profit. 
He intends to take steps immediately to modernize the store.

The owner-manager is the only pharmacist in this 
operation.

Merchcuidisinq
Buying.— The owner-manager buys from two full-service 

wholesalers cUid also obtains considerable merchandise from 
his agency supplier. He is not particularly enthusiastic 
about having an agency store, but since his father had the 
agency he will continue it for some time at least. He be
lieves that, as an agency of a national drug supplier, he 
could be put in a position in vdiich he might be told how to 
run his business. However, he reported that the supplier 
knows how he feels and does not now bother him.

Pricing.— The owner-manager reported that prescrip
tion drug prices are much lower in this area than they are in 
the neighboring state of Texas, where he has recently worked. 
He said that the recommended national retail drug price
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schedules are generally followed in Texas and are somewhat 
higher them the current prices which he charges for prescrip
tion drugs. Nevertheless, there is cooperation on prescrip
tion drug prices with the other drug store, and "cut-pricing" 
is not a function of this store.

The ownernnaanager code prices at cost almost all drug 
products cuid front-end merchandise, in addition to pricing 
them at retail.

Competition.— The owner-manager reported that where 
he had previously worked, while the store makes a profit on 
prescriptions, it has generally lost its price structure "up
front." Here in Oklahoma it is almost the other way around, 
he reported. Generally, the owner-manager has attempted a 
50 per cent mark-up on the selling price in the prescription 
shop. He commented that the pharmacy business is different 
from any other. He said:

You're selling what they don't want to buy. You 
can't run this business like a dry-goods business.
The third party in this relationship, the doctor, is 
the controlling factor in the prescription department.

He also commented that he competes with the variety store
down the street on the same products by specializing in large
sizes, indicating he would rather make one $1.25 sale than to
make five 25-cent sales.

Advertising.— Veiry little advertising is necessary in 
a small rural town, according to the owner-manager. He parti
cipates very little in the advertising promotion plans which
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are provided through his agency agreement. He said he did 
not like one-cent sales as customers buy only every six 
months, and this ruins his market. One-cent sales do, how
ever, give the retailer the opportunity to restock his private- 
brand merchandise at much reduced prices, he commented. Oc
casionally he may hold his own sale in preference to an 
agency-promoted sale.

He em^asized that he participates in advertising by 
featuring weekly newspaper advertisements and is a generous 
contributor to school advertising, including the sponsoring 
of football leaflets and other community-sponsored endeavors.
He believes that in a small town it is very importsmt to main
tain the best of community relations.

Selling.— There must be a balance between self-service 
and personal selling, the ownernnanager consented. He said:

The customer wants to see the product he has read 
about, but he also wants a pharmacist to be handy to 
answer questions and give advice. Bringing the cus
tomer shopping basket used in the supermarket into the 
drug store tends to destroy the professional image of 
pharmacy.

He reported that he is engaged in re-doing the layout 
and display in this drugstore. A national chain wholesaler 
is providing modifications for the fountain and furnishing 
valuable advice. After renovating the fountain, he intends 
to lower the ceiling, install a new front in the store build
ing, and also install new heating and refrigeration. He be
lieves it is better not to do this all at one time, because
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he has seen stores ruined by closing down completely in com
munities like this. Therefore, his remodeling plan extends 
over the next five years.* Also, he indicated that he is in
tending to replace the wiring and plumbing because of its 
deteriorated condition.

The owner^nanager commented that inventory and pur
chase control are very important.

Services.— The owner-manager reported that this store 
has a service station for a "through" bus system that uti
lizes the federal highway that passes through the community. 
The store also maintains a public telephone which increases 
store traffic.

Accounting
The owner-manager expressed a desire for a better 

system of bookkeeping them now exists in this store. He re
ported that it is customary for the annual operating state
ment to be drawn up by the family lawyer-accountant. He 
would like to change to a single entry accounting system 
which is sponsored by a national drug manufacturer. He was 
not aware of information to the effect that this drug manufac
turing company means to eliminate this system of furnishing 
store accounting books as a service to druggists— probably 
because of increased company overhead costs ëuid recent in
creased competition among manufcaturers in drug distribution. 
This appears to be one of the eliminations of valuable
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services to independent druggists which is resulting from in
creased competition and higher overhead costs on the mamufac- 
turer's level.

The owner-manager reported that all charge sales are 
entered into a large chronological Journal when the customer 
is "waited on." These entries are later posted to individual 
accounts. He does not record the charge sale on the cash 
register until the customer pays him, vdien, for bookkeeping 
purposes, it is treated as a cash sale. He reported that he 
prepares his own pay-roll and tax reports. The only account
ing departmentalization which he has or expects to have in 
the near future is a separation of the fountain income and 
expense from the rest of the store, enabling him to control 
his fountain expenses.

Personnel
The owner-manager reported that this store has only 

one employee with the exception of himself, which results in 
very low over-head costs. This additional employee is a 
woman who supervises the fountain and clerks up front. When 
the owner-manager must be out of the store, he locks the door 
and sends his customers across the street to his relative's 
drug store. He commented that he has an excellent retail 
background experience which fits him to be a store manager. 
His experience for three years as a cAain store manager in a 
large city cuid his additional experience in managing a
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prescription fAiarmacy In Texas has acquainted him, he believes, 
with many facets of the drug and retailing business. He likes 
the small-town operation and resulting close association with 
people cuid he likes to fill prescriptions. In commenting on 
his experiences as a chain store manager, he said:

This Is a wonderful experience except the chain 
stores 'work you to death* and then get someone else 
to do your job after you are discouraged. They teach 
you smart merchandising and efficient store operation, 
but they have no place for a man with ambition.

He commented that he received from this chain-store experi
ence an excellent appreciation of the Importance of overhead 
costs and Internal control which every store mamager should 
know:

He said that when he was working In the prescription
shop he was paid. In addition to a basic salary, a 3 per cent
commission on prescription drug sales, amd that this Is an 
excellent Incentive arremgement for compensation for pharma
cist -employees . He does not agree with the conclusion vdilch 
some other store managers have reached, that this leads to 
over-charging for prescription Items In the store.

Flnemce
The owner-mamager commented that he Is financing his 

store operation through help provided by his relatives amd 
that therefore this operation does not represent a typical 
case with relation to store finance. His rent Is exception
ally cheap, amd he operates under a lease that Includes the
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building insurance. He carries product liêd>ility insurance 
cuid personal liability insurance in addition to insurance on 
his merchemdise.

Public Relations
The owner-manager does not "push" with physicians, 

even though some pharmacists do. He said:
Many pharmacists take physicians out to lunch, 

play golf with them, and studiously cultivate them 
in order that the physicians will cooperate with 
them and prescribe the drugs vAiich they wish them 
to, and, in general, lead the pharmacists to a very 
successful cUid lucrative business. Personally, I 
don't like this type of operation and believe it to 
be unethical. In this community I have an excellent 
relationship with the only physician, and therefore 
most of my effozrt is put into cultivating customers.

Advancement of pharmacy.— The owner-manager intends 
to join the Oklahoma Pharmaceutical Association. In this 
remote area, local pharmaceutical meetings are not held. He 
emphasized that in a small town, the community relationships 
are the most important success factor, and he is going to be 
particularly careful to cooperate with the schools auid the 
churches. He commented that personal service is a part of 
pharmacy.

The owner^nemager explained that he believes the 
general trend in pharmacy retailing is toward the prescrip
tion shop or a large-scale variety store. He expressed the 
viewpoint that whereas the large variety store may in mamy 
instances be controlled by large chains, the prescription
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store will remain the independent voice of pharmacy because 
of its service nature.

Education.— He commented that he believes that econom
ics is a basic course which he sloughed off in school, but he 
is extremely sorry today that he did so. He expressed the 
opinion that accounting and bookkeeping courses are most ap
propriate training in the development of store managers. He 
reported that speech training is valuable but is probably 
more necessary for work in larger communities than in small 
ones because of the informal relationships which exist here.
In organizing this store, he is amazed at the mass of paper 
work, including licenses, the employer-employee taxes, state 
sales taxes, and federal and state social security numbers 
which are necessary in order to operate. He regrets that he 
is spending so much time doing this type of work instead of 
engaging in activities to increase the sales of the store.
The owner^nanager, a relatively young man, appears to be 
looking forward to a progressive and enjoyable life in a 
relaxed atmosphere of a small-town community vdxere service 
will predominate.



CASE 5

Nature of the Store Operation
This is a drug store in a rural community with about 

40 per cent of its sales in the form of prescription drugs,
20 per cent in veterinary supplies, and the balance in pro
prietary drugs, sundries, amd fountain sales. The store has 
been under the present ownership and mamagement for seven 
years, during which time sales have increased to about $60,000 
per year more than the first year. The merchandise inventory 
at cost is valued at $36,000 with $19,000 in the prescription 
department. Total sales last year were $150,000, amd the 
raerchamdise stock is turned over approximately three times 
annually. The store operates independently. Sales on credit 
are encouraged, and charge sales constitute 50 per cent of 
all sales, with accounts receivable outstanding amounting to 
approximately $5,000. The store is open weekdays amd every 
other Sunday from 8:00 A. M. until 7:00 P. M.

This store is one of two drug outlets located in the 
downtown area of a rural community of approximately 2,000 in
habitants. It is positioned within the block, with stores on 
both sides. Its competitor is located across the street and 
in the next block. Although located in an old building, its 
stock is neatly assembled amd well displayed. The store pos
sesses a heavy volume of sales in veterinary drugs and sup
plies. In addition, it features a gift-wrapping service
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which the owner-^namager believes is the major factor in secur
ing what he believes to be at least 50 per cent of the gift 
business in the community.

The owner-meuiager attributes his success principally 
to his cordial relationships with his customers. He explained 
that everyone who enters his store is treated with friendly 
courtesy, and that a special effort is made to treat children 
with kindness. He is an experienced retail drug store opera
tor who also carries on a profitable cattle business. He ex
pects to sell his drug store business in three or four years 
and devote full time to his cattle operation, which he enjoys 
more than the drug business.

Merchandising
Buying.— The owner-manager buys principally from two 

full-service wholesalers. He has joined the volume-buying 
plan recently sponsored by one of these wholesalers and in
dicated that he is achieving savings up to $150 per month be
cause of the special discounts offered. He is not associated 
under contract with any national drug supplier. Because of 
his high volume in prescription drugs, he is able to buy many 
of his drugs direct from manufacturers.

Pricing.— The owner-manager reported that his competi
tor had resorted to cutting prices on prescription items in 
an effort to win back some of the business which he was los
ing. Reduced prescription drug prices of the competitor may
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have been partially a result of price cutting in a nearby 
metropolitan area. The owner-manager said he had met the 
prices of his competitor cuid that generally a one-third mar
gin on the selling price of prescription drugs is the "going 
rate" for this community. He explained that otherwise his 
prices are not particularly low and that he does not find it 
necessary to make a price appeal on his merchandise. All 
goods are marked at cost in code.

Competition.— With the exception of the competition 
on prescription drug pricing, the owner-nnanager reported de
creasing competition from the only other drug store in the 
community, which is a fairly large store operating under an 
agency contract with a national drug supplier. He believes 
the owner of the competing store discourages personal con
tacts, both with his customers and suppliers. It is apparent 
that the owner-manager is not worried about competition, 
either from the competing drug store or other outlets.

Advertising.— The owner-manager does little advertis
ing. He commented that in experiments with local weekly news
paper advertising in which the customer could secure a siz
able discount by clipping a coupon in the newspaper, only 
about one out of ten customers had utilized the discount 
privilege. Therefore, he is skeptical of the value of local 
newspaper advertising for his store. He presents the parents 
of each baby b o m  at the local hospital with an engraved baby 
spoon.
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The owner-memager does not have promotional sales.

He attributes his outstanding sales increase to satisfied cus
tomers rather than customers attracted by any particular pro
motional device.

Selling.— This store is arranged in such a manner 
that almost all merchandise is available for customer inspec
tion cuid self-service. The owner-manager assured the inter
viewer that he does not have to teach his personnel to sell—  

instead, he selects the type of employees who leam to sell 
by themselves. He said, girls just Icnow how to sell—  
they're good."

For the most part the selling fixtures in this store 
were constructed locally and appear to be very satisfactory. 
Much use is made of peg boards in displaying gift merchandise. 
The merchandise is not crowded or jammed, but is well-dis
played cuid neat. The owner-manager arranged the floor plan 
of the store himself and personally supervises the store dis
plays .

Services.— The store has a soda fountain which ap
pears to be satisfactory, although the owner-manager said 
that he is thinking of reducing the fountain area and main
taining only a coffee service, a small soft drinks dispenser, 
and possibly an ice cream machine, while retaining his cus
tomer booths. It is his opinion that this will further re
duce his overhead and not detract materially from his customer 
traffic. As previously mentioned, he believes his free
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wrapping service for gifts is a service which distinguishes 
his store throughout the community. He stressed that he is 
available for 24-hour prescription service, and indicated 
that he will gladly open his store to sell a 23-cent bottle 
of baby aspirin in the middle of the night if it will please 
a customer. The owner's interest in the cattle business has 
undoubtedly led to a large volume of sales in veterinary sup
plies, ctnd his ample experience in this field has made him as 
he commented, a "second veterinarian" in the community.

Accounting
The owner-manager keeps a neat and simple single 

entry set of books, prepared in a bound ledger with appropri
ate columnar headings. He records daily a summary of the 
sales and cash received, and an itemized record of all cash 
payments.

Credit sales are not recorded upon the cash register 
until paid, which results in an abnormally large amount of 
sales at the first of each month when accounts are paid.
When a credit sale is made, a single sales ticket is made out 
and signed by the customer. It is then filed in a folder 
with the customer's name, and the customer's sales slips are 
totaled at the end of the month when monthly statements are 
rendered. When the customer's account is paid, a credit is 
entered in a daily journal kept at the cash register, and the 
sales slips are returned to the customer.
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Monthly summaries are kept of income and expenses on 

a special sheet. No attempt is made to reconcile the bank ac
count with store receipts since cash is taken from the busi
ness to pay personal and farm obligations, and all store re
ceipts are not deposited. While the system obviously lacks 
internal control, the records kept are neat and systematic.
No departmentalization of sales was reported with the excep
tion of tobacco sales, hospital sales, welfare sales, and re
sale sales, which are recorded on the cash register as eui aid 
in determining sales which are taxable. Excise taxes col
lected are recorded in a separate journal. All payrolls and 
tax reports are prepared by the owner-manager. The monthly 
summary of income and expenses for the twelve months are 
totaled and taken to a certified public accountant in another 
city who prepares the cumual income tax return.

The owner-manager expressed complete satisfaction 
with his bookkeeping system and lack of departmentalization.
He believes that because of his ability to observe closely 
the entire operation, he will not suffer because of lack of 
internal or accounting control.

Personnel
This store operates with one registered pharmacist, 

who is the owner-manager, and four employees. The owner- 
manager hires an upper-class student from the School of Phar
macy, Southwestern State College, to work summers and
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Saturdays êuid Sundays during the winter months to assist in 
the prescription department. He said he usually has his cur
rent student employee recommend a replacement when he gradu
ates. A requirement for this job, he stipulated, is a good 
knowledge of veterinary medicine. He reported that during 
the winter months he pays this student $20 per day and that 
students apparently regard this job as being extremely desir
able. He has a very low personnel turnover cUid is well satis
fied with employee performance. He reported that he pays his 
employees a wage which is well above the average for other 
retail stores in the community.

The owner-manager said that his wife works regularly 
in the store and exercises supervisory control. He commented 
that he is able to select outstanding employees because of 
the apparent desire of many people to work in his store.
Each employee has specific duties and responsibilities, and 
each appears to take pride in his work. They require very 
little supervision. He does not believe in selling bonuses 
or contests as he thinks these lead to neglect of housekeeping 
duties and other duties which he believes are as important as 
the selling function. Apparently the store manager is unusu
ally successful in maintaining a store atmosphere in vhich 
clerks are constantly attending to re-arrangement of the mer
chandise stock, and in keeping the store meticulously clean.
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Flnamce

The owner-manager reported that he came to this com
munity after being released from military service in the 
Koreaui conflict. He bought his business from a former owner 
who allowed him to make monthly payments on the principal 
from his earnings. He now has extensive cattle interests, 
and apparently has no financial problems.

Public Relations
Professional, customer, auad employee.— The owner- 

manager reiterated that simply being courteous to people emd 
considerate of their problems has paid hsmdsome dividends in 
increased business. He said that he furnishes all doctors 
their medicine at cost and gives Christmas presents to both 
doctors and their wives. He and his family are given free 
medical care by the doctors. A community hospital in the 
town is supplied with medicine at cost price plus 10 per cent, 
and the hospital drug business is alternated month by month 
with the other drug store. He reported that before this 
alternation plan was proposed by the other drug store he was 
getting practically all of the hospital business.

He emphasized repeatedly that it is the store policy 
to be particularly nice to children that come into the store. 
He believes that parents often trade in business establish
ments in which their children receive courteous treatment.
"The other drug store in the community," he said, "has lost
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much business to roe through policies which have antagonized 
many customers."

Advancement of pharmacy.— The owner-manager appears 
to be completely satisfied with his situation. He had no 
critical comments regarding unethical practices or conditions 
in the practice of retail pharmacy. He indicated that people 
will trade with him because of the service he offers, rather 
than on a price basis generally, although it is apparent that 
he has reduced his prescription drug prices to match those of 
his competitor. He belongs to civic organizations and par
ticipates in community functions which he thinks are impor
tant.

Education.— The owner-manager stressed two factors 
which he believes should be given attention by the pharmacy 
school: (1) more veterinary medicine should be taught in the
pharmacy school because probably 80 per cent of the pharmacy 
graduates, in his opinion, will be going to rural communities 
in vdiich this is important; and (2) the pharmacy graduate 
should be taught that filling prescriptions is only a part of 
his total job and that it is just as important for the pharma
cist to leam to operate the total store and meet customer 
needs as it is to be helpful in the prescription department.

It was apparent that the owner-manager believes that 
human relations are the predominant element in managing a 
drug store.



CASE 6

Nature of the Store Operation
This is a drug store located in a rural community of 

approximately 1,100 people. It has annual sales of about 
$98,000 maintained on a merchandise inventory valued at a 
cost of $21,000. It has a stock turnover of approximately 
four tiroes annually. The prescription business constitutes 
65 to 70 per cent of the total sales. Considerable credit 
business is maintained. This drug store is operating as an 
agency store under contract with a national drug concern.

This drug store is unique in that it is the only one 
in the community emd therefore operates with relative freedom 
from drug store competition. The community has two doctors 
who are well-known, active, and respected. The store is 
extremely neat and well-arreinged. It carries a full line of 
merchandising items, including an extensive gift department. 
The walls of the store are neatly and tastefully decorated 
with gift display items attached to pegboards. The store in
cludes an extensive chinaware and glassware department as well 
as a complete line of cosmetics, cameras, and other drug store 
items.

The store is owned and managed principally by an 
elderly man who has spent most of his life in this establish
ment. The assistant manager is a pharmacy school graduate of 
Southwestern State College who reported that he entertains a
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desire some day to own this store. Apparently the owner is 
an individual who strongly supports his church but does not 
participate vigorously in other civic affairs. The assistant 
manager, when he was interviewed, said that vdien he was first 
employed in this establishment he undertook a public relations 
program vdiich did not appear to be appreciated. Consequently, 
he does not pursue it as vigorously as he did in the past.
He expressed the opinion that sales could be increased by a 
more aggressive public relations policy.

The assistemt manager observed that this is an ideal 
location for a drug store. He commented that the job is not 
too demanding and permits him to have a considerable amount 
of free time. He said that he has not been completely satis
fied with his situation because he had hoped to have a finan
cial interest in the store.

It was apparent to the interviewer that, while this 
store occupies a rather large area and is neatly and appropri
ately decorated, it does not achieve the volume of sales which 
it apparently could. Possibly this may be because of prescrip
tion pricing policies in previous years which may have been 
unusually high. It appears that many people in this community 
drive to a neighboring town where they believe the prices are 
more reasonable.
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Merchandising

This retail drug store Is associated as an agency 
store of a national drug firm emd carries out Its merchandis
ing policies. Including one-cent sales. Purcdiases eure also 
made from another national drug wholesaler, but the store 
does not participate In volume buying and advertising plem 
which this firm sponsores.

Pricing.— The assistant manager said that he and the 
manager operate with relative price freedom because of the 
absence of competition. He believes their prescription 
prices are fair and reasonable. When questioned about high 
prescription drug prices by the Interviewer, he commented 
that at one time the store may have been a little high, but 
he believes that at the present time they are very reasonable. 
He criticized prescription pricing policies In a neighboring 
town. Indicating the prices were being cut In that community. 
He Indicated that all the drug Items are code marked at cost.

Advertising.— This operation engages In limited adver
tising, the assistant manager noted. Most of their advertis
ing effort, he observed. Is directed toward the use of hand
bills .

Selling.— The Informant Indicated that he makes no 
particular effort to exert "high pressure" on customers. He 
believes he Is able to sell drugs and related products be
cause of the service that he gives Individual customers. The 
layout and display of this store Is exceptionally neat and
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presents an over-all satisfying appearance. The informant 
indicated that inventory control consists principally of 
visual control.

Services.— Considerable business is encouraged by the 
extensive gift and chinaware displays in this store in addi
tion to fountain service. Credit accounts are encouraged.

Accounting
The assistant mamager informed the interviewer that 

the accounting data is accumulated on a prepared set of single 
entry merchandising books supplied by an office-supply house 
in a neighboring state. Statements are drawn up annually, 
and the operating statement is compared with the national 
figures. The daily operational information is entered in 
these accounting books.

Accounts receivable are not processed through the 
cash register until the accounts are paid in cash. Charge 
accounts are entered in a chronological journal in longhand 
and credit slips are not prepared. Later these journal 
entries are entered in an alphabetical ledger. Credits are 
handled in the same manner. The assistant manager indicated 
that a problem is created occasionally when a customer pays 
his account and a store employee forgets to mark the account 
paid in the journal.

The owner of this establishment prepares the payroll 
and tax reports. The assistant manager indicated there is no
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departmentalization of accounts smd relatively little control. 
All bills are paid promptly in order to take advantage of 
cash discounts.

Personnel
The assistant manager commented that there is no par

ticular personnel problem in this community— that clerical 
help is plentiful and that it is not difficult to obtain good 
employees. He is being paid on a straight salary, but he 
would prefer some incentive method of payment whereby he 
could increase his interest in the store operation.

Finance
Apparently this store has been well financed and has 

made considerable money in the past. The assistant manager 
reported that he is saving his money and hopes to obtain ap
proximately $22,000 in cash which he believes will enable him 
to buy a controlling interest in this operation.

Public Relations
The assistant manager said that he and the owner- 

manager get along well with the two doctors in the community. 
He strongly believes in professional associations as a means 
of advancing the 0iarmacy profession. He stressed that phar
macy should be developed as a profession in which the doctor 
and the pharmacist work as colleagues. He believes that there 
should be more participation in community activities by
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members of this store and regrets that the public relations 
activities which he has undertaken in the past have not ap
peared to be appreciated by the owner-msuiager of the business.

According to the assistant manager there are very few 
problems in operating the only drug store in a community such 
as this. He indicated that he does not believe in the cut- 
price policies which are pursued in the metropolitan area.
He spoke strongly in favor of such courses as economics as a 
general background on which to build business knowledge. He 
recommended increasing management training in the pharmacy 
curriculum and indicated that he believes some advertising 
should be taught as well as techniques of buying and selling 
merchandise. He believes that the fundamentals of merchemdis- 
ing can be taught in a pharmacy school as a foundation upon 
which the pharmacy graduate may later build his practical 
experience.



CASE 7

Nature of the Store Operation
This is a rural downtown drug store with annual sales 

of approximately $130,000, maintained on an average merchan
dise inventory valued at a cost of $28,000. The prescription 
department accounts for about 50 per cent of the total sales. 
Approximately 20 per cent of all sales are on credit; accounts 
receivable outstanding usually vary between $3,500 and $5,000. 
This store has been in operation under the present management 
for 15 years. It contains a fountain which does approximately 
10 per cent of the total business. The operation is associ
ated under an agency contract with a national drug concern.

The store is located on the main street in the down
town area of a town of about 1500 inhabitants. There is one 
other drug store in town located across the street. It is 
not so modern in appearance as this store. This store is 
exceptionally neat with colorful and well-arranged merchandise. 
It is clean and well-stocked, and includes a large supply of 
veterinary goods. The manager has removed the fountain booths 
and utilizes only fountain stools to increase the customer 
turnover in this department.

The objective of the manager is to maintain a profes
sional type of drug store. He believes that adequate finance 
is the principal problem that confronts most owners in run
ning a drug store.
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Merchandising

Buying.— This owner-manager is experimenting with a 
new volume buying and advertising plan sponsored by a national 
drug wholesaler. He also purchases cooperatively from a re
tailer-owned wholesale outlet from which he receives a 10 per 
cent discount advantage. He indicated that, while he likes 
to buy from this retailer-owned concern, the time involved in 
shipping goods from a neighboring state reduces his merchan
dise turnover which decreases his profit. He also buys some 
merchandise direct from the manufacturer.

It is not possible to do cooperative buying in the 
drug trade as it is in the grocery trade, he believes, be
cause these two operations are entirely different. He empha
sized that in the drug business one can not anticipate the 
turnover on most drug merchandise because sales depend in a 
large part upon the type of prescriptions which the doctor 
writes which are determined by the varying types of medical 
problems within a community.

He thinks it is most important that the merchandise 
turnover be increased as much as possible. Also, he indicated 
that at various times he has been in financial difficulty and 
has not been able to take advantage of all his cash discounts 
on merchandise purchased. As an example of the importêmce of 
the merchandise turnover, he emphasized that he makes a very 
good profit in the tobacco department in which his margin of 
profit is the lowest in the store. The fact that this
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merchandise is turned over mcuiy tiroes during the year more 
them makes up for the low margin of profit.

Pricing.— The owner-roanager makes a practice of carry
ing some specials emd mark-downs; yet in general his goods 
are sold at fair-trade or manufacturers' recommended prices.

He indicated that he has good relations with the 
druggist across the street, and there is no cutting of prices 
on prescription drugs. He marks his goods at the retail 
price in the front end emd at cost in the prescription depart
ment. When he takes his annual inventory, his accountant ad
justs the marked retail price on front-end merchandise to an 
estimated cost valuation.

Competition.— The grocery and variety stores are his 
chief competition, according to the owner-manager. Very lit
tle unethical competition exists in this area. He believes 
the most effective way to meet competition is through good 
service to customers.

Advertising.— The owner-manager carries out the pro
motional progreun of the national retail supplier with whom he 
is associated under an agency contract. This program in
cludes one-cent sales and other promotions. He advertises 
some in the weekly newspaper. In addition, he uses "throw" 
bills to some extent, but apparently these hemdbills have 
very little effect in increasing business.

Selling.— The owner-manager indicated that this is a 
clerk service store. He was very emphatic in stating that



209
clerk service instead of self service is what distinguishes 
the drug store from the supermarket. He believes that the 
druggist violates his professional responsibility when he 
goes after self-service business.

The layout and display is largely taken care of by 
the owner-manager with the help of a wholesale supplier. He 
indicated that he does his utmost to make the store attrac
tive. He uses streamers emd other promotional aids which are 
furnished him by suppliers. He reported that he may move his 
general cash register to the front of the store emd have it 
operated by a combination cashier emd clerk as had been recom
mended by a wholesale distributor with whom he deals.

Inventory control.— The owner-manager indicated that 
in the past he has had a great deal of trouble in controlling 
his inventory. He said he is a poor buyer— indicating that 
he is a person who thinks that almost everything will sell 
and tends to buy excessively. He further emphasized that he 
sees little possibility of using inventory records effectively 
as a check on buying practices. He advises every young man 
entering the drug business not to buy excessively. He indi
cated that in this business a young person should control his 
ambition emd not expand his supply of merchêmdise too rapidly. 
He suggested that buying is a factor vdiich must be watched 
carefully.

Services.— The fountain emd credit services provide 
the chief devices to increase traffic in this store. There
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Is a trend back to increased popularity of the soda fountain, 
he believes. He also provides his customers with complete 
accounting records of their credit transactions. He indi
cated that he does not encourage credit because he is finan
cially unable to do so.

Accounting
Annual statements are prepared for the owner-manager 

by a certified public accountcuit. He reported that this ac- 
countsmt has organized the accounting system by which the 
books are kept. His wife helps in "filling out" the books 
and reports in the manner recommended by the certified public 
accountant.

A daily summary form is specially printed for this 
store and includes a summary of sales, accounts receivable, 
charge sales, received on account and paid-out items, and a 
segregation of accounts between the store and the fountain.

His accounts receivable processing system appears 
quite complete. It consists of a carbon-control system in 
which the sales invoice is prepared, one copy is given to the 
customer, and two are retained. One of the retained copies 
is a part of a consecutive series of invoices emd the other 
copy, which is separated, is filed in the customer's folder. 
Each day the owner-manager takes the sales slips which are 
attached consecutively and double-checks his filing of the 
accounts receivable. He indicated that this gives him
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adequate control of accounts receivable, and he Is sure that 
all accounts receivable have been properly filed because of 
this check.

The owner-manager is thinking of adopting a more 
modem ledger system in which the cash register receipts 
would be posted directly to the accounts receivable ledger 
cards as the sale or credit is made in the store. He indi
cated that this machine would also furnish daily totals of 
the "received on account" items and charge sales, ctnd that 
this would help to maintain a more efficient control. Fur
thermore, he would like to use a "thermofax" reproduction of 
his ledger cards for financial statements at the end of the 
month. He commented that the regular bookkeeping of the 
store is simple— but that the accounts receivable bookkeeping 
is more difficult.

The payroll and tax reports are prepared by the owner- 
manager and the income tax is prepared by a certified public 
accountant once a year. He keeps alphabetical files of pre
scription records for easy reference.

His cash registers are modem, and he departmentalizes 
all sales in the following manner: (1) general dmgs, (2) pre
scriptions, (3) veterinary supplies, (4) sundries, (5) cos
metics, (6) state tcix, (7) federal excise teoc, (8) magazines,
(9) cigarettes and tobacco, and (10) fountcULn sales. He 
stated that he would like to be able to limit the size of his
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accounts payable. They are entered in a special accounts pay
able ledger.

Personnel
The owner-inanager employs six people, including an 

additional pharmacist Who is the assistant manager. This 
assistant manager is also a recent graduate from the local 
fharmacy school. The owner -^manager indicated that in the 
past he has sent his girls who sell cosmetics to cosmetic 
schools, but he reported that as there had been a great deal 
of personal selling of cosmetics in this community his cos
metic sales have been hurt severely. He indicated that he 
has few personnel problems in his store.

Fincuice
Capital finance.— The owner-manager repeatedly empha

sized that finance is the principal problem faced by this 
store. He commented that it costs $15,000 in original in
vestment to finamce $100,000 in sales. He suggested that the 
cost could be reduced by buying "short**, using the telephone 
for emergency purchases, and by not expanding too rapidly.

It appeared that this store m i ^ t  be very successful 
in an area with more physicians. The comments of the owner- 
manager to the effect that he is overly ambitious seem to 
have validity. He adopts the latest and most modem equip
ment and methods of operation— and it appears that his volume 
of business does not support this additional expense.
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The owner^namager indicated that a full-service whole

saler supplier had saved him from going out of business. He 
pointed out that this Wholesaler finances him at the present 
time to a great extent. He commented that he was indebted 
$15,000 on conmnencing business and that he had now reduced 
this to around $11,000. He said that in the drug business 
one lends money to customers and borrows from suppliers. He 
emphasized that if one could once get "paid up" in the drug 
store business, it would be fairly easy to remain in a satis
factory financial position. He believes that paying 10 per 
cent to the bank on a sizable amount of borrowed capital 
makes a real problem for a drug store in trying to turn a 
profit.

Public Relations
Professional.— The owner-manager complained that 

there is now only one doctor in the community, and although 
his relationships with this doctor are very good, it is very 
difficult for a drug store to maintain adequate prescription 
volume without more prescription business. He also empha
sized that his customers are his chief support. He attempts 
to furnish them with a great deal of service— in fact, he in
dicated that probably his extensive services were costing him 
money.
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Advancement of Jharmacv

The owner -manager pêurtlclpates actively in profes
sional pharmaceutical associations. He emphasized that emy 
druggist in a small town of this type is a part of the commun
ity cuid must participate in community activities.

It is most importcuit, he believes, that druggists 
"stick together" to fi^t other types of outlets rather than 
fighting among themselves. He emphasized that in this drug 
business one earns everything he gets. He believes that many 
people mistakenly think that this business will make one rich.

Education. — The owner-manager indicated that econom
ics is a good basic business course. He said that the best 
possible management training for a graduate pharmacist is to 
get experience for about two yeeurs, both in a small retail 
drug store and in a chain store. He suggested that it takes 
some time for a young pharmacist to leam the drug business 
auid that the type of experience which he receives when he 
first graduates from a pharmacy school is more importëuit than 
the amount of money he receives. He also emphasized that stu
dents do not realize that their certificates only entitle 
them to work, and they have much to leam after graduation.

The trend, he believes, is toward a more professional 
pharmacy practice, although he stressed that there is a long 
way yet to go. He reiterated that a drug store may be either 
(1) a supermarket utilizing self service or (2) cin old-time 
drug store in which the pharmacist is a medical advisor for
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the community. This operation, he emphasized, is based upon 
personal service. Efforts are made to render a professional 
service to the community.

Pharmacy graduates need general theoretical courses 
upon which to build their practical knowledge, vdiich comes 
from experience, according to the owner-manager. This in
cludes an adequate background provided by such courses as 
economics. He pointed out that pharmacists need to leam 
more about business in the new five-year curriculum. In his 
opinion, the amount of scientific education needed by a phar
macist is limited in the retail field unless the pharmacist 
wishes to be a research mam, and he implied that more prac
tical education is needed.

The preceptor program of internship should be carried 
out after graduation, he indicated. This would entail one 
year of experience after graduation from a pharmacy school in 
the field of the primary interest of the pharmacy graduate.
If this field of interest is retailing, he should have one 
year's practical experience in retailing. If this field of 
interest should be in hospital pharmacy or a prescription 
shop, then his practical training should be in the field of 
his choice. He believes this internship program will be a 
very valuable adjunct to the pharmacy curriculum in the 
future,



CASE 8

Nature of the Store Operation
This is a typical downtown drug store with 33 per 

cent of its sales being prescription drugs ; 25 per cent, other 
drugs; 17 per cent, cosmetics and toiletries; 11 per cent, 
fountain sales ; and the remainder, veterinary supplies and 
miscellaneous merchandise. The store has been in operation 
for twenty-five years. Present annual sales are approximately 
$120,000, with an average merchandise inventory of $30,000 
valued at cost. The merchcuidise stock is turned over from 
three to four times a year. Credit sales are encouraged and 
total almost one-third of all sales. Accounts receivable 
vary between $3,000 and $4,000. Recently, the store was in
corporated under the small business incorporation act. The 
store is not associated with any agency or buying group and 
operates as an independent retail outlet.

This store is located in the middle of the block in a 
downtown area of a community of approximately 5,100 inhabit
ants which enjoys the distinction of being the chief trading 
center for many miles. Two other retail drug stores are lo
cated in the vicinity, with a prescription shop also located 
in the downtown area and two other prescription shops located 
some distance from the downtown area near a large hospital.
The store is unique in appearance because of its dimensions, 
which create a long, .narrow effect— its width being only
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twenty feet. It is approximately ninety feet long. The 
store is slightly aged in appearance because of its original 
woodwork and shelving, but it is adequately stocked emd well- 
kept.

The corporation stock is owned jointly by two stock
holders. A previous stockholder vdio has since retired sold 
his stock to his former partner who is now licensed as an 
assistant pharmacist. The assistant pharmacist has sold 50 
per cent of his stock to a recent Southwestern State College 
pharmacy graduate and is permitting him to pay for the stock 
from his current earnings. The assistant pharmacist has wide 
experience in the retail drug business, including previous 
experience as a sales representative of a wholesale drug 
firm. The recently graduated registered pharmacist has been 
with the store for three years and has been able to leam 
much from his more experienced senior co-owner. Both stock
holders participate in the active management of the firm and 
the wife of the junior owner acts as secretary of the corpora
tion. The firm was incorporated upon the advice of an ac
countant who prepares the income tax return for the firm. It 
appeared that the incorporation device offered advantages in 
the easy transfer of ownership and also included a limited 
liability factor which, the previous owners thought desirable.

The general objective of the owners is to maintain a 
service type of retail drug store with strong customer loyalty. 
The junior owner remarked that this type of drug store might
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not be in existence within ten years because of the diffi
culty of remaining competitive with large scale retail out
lets. He mentioned that a camera he sold the day previously 
could be bought for several dollars less down the street at 
another outlet. He indicated that he likes the independence 
and relatively easy schedule of his present position and that 
he will make adjustments if and when they are necessary.
Sunday closing is rotated among three downtown stores, with 
one store staying open each Sunday.

Merchamdisinq
Buying.— The Junior owner expressed disapproval of an 

agency association, based on the previous experience of the 
senior-owner with a national drug concern vhich, he believes, 
was unscrupulous in "loading up" retailers with unwanted and 
unsalable merchauidise. Therefore, the buying is done inde
pendently from three full-service wholesalers and by direct 
purchases from manufacturers. Purchase invoices are carefully 
entered in a ledger under the name of the seller after the 
merchandise is checked into the store, emd entries are promptly 
made with a notation of all discounts when the bills are paid. 
Unpaid invoices are filed alphcdaetically by the compemy ncime 
until paid and then are transferred to a paid file in the 
same manner. Careful attention is given to the taking of all 
discounts. Files of paid invoices are kept for a five-year 
period. The owners stressed that purchasing for qucuitity
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discounts is closely analyzed on the basis of profit and that 
most frequently queuitity purchases do not prove profitable 
for their small retail drug store.

Pricing.— The junior owner described their pricing 
policy as conforming to the customary pricing practices found 
in retail drug stores in areas not faced with intense competi
tion. When special offers are promoted by suppliers, these 
are advertised and promoted by the store. Cost prices are 
indicated in code on all drug merchandise as an aid in making 
an inventory, exchanging goods with other drug stores, and 
pricing.

Competition.— The junior owner indicated that there 
is little competition from discount houses and cut-rate drug 
stores because of the absence of this type of outlet in this 
area of the state. He indicated that one drug outlet occa
sionally presents a problem by cutting prices, but that the 
combined pressure of the other drug outlets working together 
has been successful in correcting the problem.

Advertising.— The junior owner reported that the 
store does not hold promotional sales, with the exception of 
"specials" on cosmetics and similar merchandise which are 
generally nationally advertised or promoted by suppliers. He 
commented that their best advertising is probably done by a 
radio program highlighting the hospital news, called "The 
Stork" program, in which the store is featured for presenting 
a particular gift to the parents of all new babies. The
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store maintains a large billboard on both highway approaches 
to the community. A limited amount of advertising is done in 
the local newspaper.

Selling.— The store emphasizes personal selling.
While most of the merchandise is visible to the customers, 
the predominemce of wall shelving makes a great amount of 
self-service unpractical, in the opinion of the junior owner. 
Much of the merchandise, such as cosmetics and jewelry, is 
contained in glass display cases. The store contains effec
tive displays for items such as viteuoins supplied by a nation
ally known wholesaler.

Inventory control.— Purchases from all suppliers are 
posted from invoices to account ledgers, and all invoices, 
paid cuid unpaid, are filed alphabetically and kept available 
for checking and control. Both owners reported that they be
lieve their experience in the retail drug store business 
gives them an adequate knowledge of stock which enables them 
personally to control the merchandise effectively by observa
tion cund periodic checks when accompanied by supplier repre
sentatives .

Services.— This business operation offers extensive 
personal service, including credit privileges. Credit ac
counts are expected to be paid within 30 days, unless there 
are extenuating circumstcmces, and if not paid, the credit 
privilege is terminated.
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Legal problems.— The store operates under a lease 

which has been satisfactory. The owners reported that their 
business has never encountered a serious legal problem.

Accounting
Financial statements.— Financial statements are pre

pared once a year by the senior ownernnanager. A single
entry bookkeeping system prepared by the senior owner consti
tutes the basis of their system. It consists of a bound 
ledger of a standard bookkeeping system which has been adapted 
to this particular drug store. The owners apparently are 
satisfied with their bookkeeping system and see no need of a 
double-entry system for an operation this small. It appeared 
that the senior owner is doing a very competent job with the 
system he is using.

Accounts receivable.— All charge sales are entered in 
a bound ledger consisting of two credit tickets to a page, 
divided by perforations. A carbon and a blsmk yellow sheet 
of paper are inserted under each credit slip, which is re
moved and given to the customer. The carbon copy remains and 
is inserted in an alphabetized folder under the name of the 
customer. Credits are entered on the carbon copy as payments 
are made by the customer.

Auxiliary records and reports.— Payroll and tax re
ports aure made by the senior owner. Sales are departmental
ized through the use of two cash registers. The fountain
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cash register records fountain, tobacco, cmd candy sales.
The general register records sales of prescription drugs, 
patent medicines, cosmetics, veterinary supplies, and miscel
laneous items.

Personnel
Two pharmacists are servicing this operation— the 

senior ownernnanager, who is licensed as an assistant pharma
cist, and the Junior owner-manager, vdio is a registered phar
macist . Four additional employees are utilized in operating 
the business, two of whom are regularly engaged in servicing 
the fountain. Employees are paid slightly more them the 
local pay scale, cuid employee turnover has been very low. 
Frequent contests are held in which the employees compete 
with one another for prizes. The owners believe this to be 
very effective in stimulating sales and selling effectiveness 
on the part of the employees. The junior owner expressed the 
opinion that supervision of the sales personnel is the most 
important managerial function in the store.

Finance
The junior owner is being permitted to pay the senior 

owner for a half interest in the business out of current earn
ings. It is apparent that the business operation is ade
quately financed. The junior owner reported that invoices 
are paid promptly in order to take advantage of all cash dis
counts .
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Public Relations

Professional, customer, and employee.— The junior 
owner reported no particular problems in regard to profes
sional relations with doctors. He emphasized that it is nec
essary to inform their customers regularly that it is the 
customer's privilege to have his prescription filled at the 
pharmacy of his choice. He indicated that the campaign had 
been fairly successful and that each drug store tends to have 
its own preferred customers who are loyal to "their" drug 
store. The doctors are presented with a gift for themselves 
and their wives each year at Christmas time. The main effort 
made the personnel of the store is in developing customer 
loyalty and securing prescription and other business through 
satisfied customers.

Advancement of pharmacy.— The junior owner reported 
that both he and the senior owner participate in all local, 
district, and state ^armaceutical associations. He stated 
that good public relations are aided by their participation 
in local civic clubs and community activities, emd that these 
activities are expected by the public.

Education.— Both owners agreed there is no substitute 
for retail drug experience in leeirning the drug store busi
ness. The junior owner said he is just beginning to leam 
the business after three years of experience emd that it has 
taken this long to leam the merchandise and how to deal ef
fectively with the customers. He stressed that accounting
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knowledge Is not so important as learning merchandising. He 
also emphasized the need of a broad background of general 
business courses as well as training in psychology and humcui 
relations in the pharmacy curriculum.



CASE 9

Nature of the Store Operation
This is a downtown drug store with emnual sales of 

approximately $150,000. It is an agency store with a com
plete line of drug store merchemdise and sundries, including 
cosmetics, tobacco products, and confections. The current 
inventory at cost is approximately $30,000, and the stock is 
turned three to four times annually. The prescription depart
ment dirug sales constitute about 25 per cent of the total 
sales. Sales on credit are encouraged and account for ap
proximately 30 per cent of all sales.

This drug store is located in a community of 9,600 in- 
habitemts. It is in the center of the block, in a heavy 
traffic area on the main street. It is the second largest 
drug store in town, the largest being across the street. A 
distinctive feature of the prescription department is the 
presence of several direct-line phones to doctors' offices, 
upon which is received about 80 per cent of the total pre
scription business of the store.

The store is owned by two partners, both of whom are 
registered pharmacists. The partner interviewed has assumed 
major responsibility for the management of the front end of 
the store, and the other partner has assumed major responsi
bility for the prescription auid drug department. The partner 
interviewed has only recently secured his license to practice
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pharmacy, although the two partners have been in business for 
several years emd both are fcuoiliar with all aspects of the 
store.

The business philosophy of the partner interviewed is 
expressed in his statement : "I believe 1 have something to
offer the pmblic and am entitled to charge a professional 
price for it." He stated that he and his partner are inter
ested in maintaining a "professional image" of their drug 
store as a place where quality merchandise and service are 
available. He emphasized that each has his personal group of 
friends and customers, which serves to broaden the patronage 
that the drug store enjoys.

Merchandis inq
Buying.— This store is supplied principally by two 

full-service wholesalers, a national chain drug distributing 
concern under an agency contract, and by direct purchases 
from manufacturers. The partner interviewed reported some 
"club" purchasing with other drug stores in the area— purchas
ing direct from manufacturers, enabling the stores p>articipat- 
ing to take advantage of quantity discounts of 15 per cent or 
more of the purchase price charged by the typical wholesale 
outlet. He attends gift showings annually promoted by the 
two full-service wholesalers in the city where they are lo
cated, and also an annual gift showing in a major marketing 
center some distance away.
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Pricing.— Pricing policies followed in the store are 

predominantly non-competitive. By operating as sm agency 
store of a national chain drug concern which features a pri
vate brcuid merchandise at relatively low prices, the firm is 
able to provide the customer with merchcuidise that has a con
siderable degree of price appeal. National brand merchandise 
is generally sold at suggested list or fair-trade prices.
The store averages a 40 per cent margin on the selling price 
on cosmetics, a 33 per cent margin on pipes, and a 33 per 
cent margin on drugs.

Competition.— It was indicated that some competition 
is experienced from discount houses in the metropolitan area. 
Such competition from other drug outlets in the community is 
normal, with the exception of a departmental auto supply and 
appliance chain operation located in the same block which has 
recently stocked a line of drug products and toiletries.
This chain is obviously discounting prices to extremely low 
levels, and using the new drug department to encourage traffic 
for the other departments of the store. The partner indicated 
that they are continuing their present policy of emphasizing 
service and quality merchandise, along with private brand 
promotions. He mentioned that one doctor in the community 
dispenses his own drugs.

Advertising.— The partner described the sales promo
tional policy as consisting of regular sales sponsored by 
their national agency drug concern and an occasional
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promotion sponsored by full-service wholesalers. He sub
scribes to a promotional service provided by the national 
drug concern and describes it as very beneficial. Very lit
tle advertising is done in the local daily newspaper, and 
what is done consists essentially of specialized advertising 
and promotion of special sales and events.

Selling.— The store is principally a clerk-service 
store, with some self-service display tables or "islands" 
encouraging a degree of self-service. The partner inter
viewed indicated that he considers personal selling a vital 
function of the operation. He is contemplating a remodeling 
of his wall shelving to obtain more selling space and reserve 
storage space.

Inventory control.— The inventory or stock control 
problem was described as one of the two most vital problems 
confronting management in operating this business ; the other 
major problem is supervision of personnel. The partner indi
cated that he controls the stock almost entirely through per
sonal observation and judgment, based upon his many years of 
experience.

Services.— The promotion of a fountain and luncheon 
booth service materially adds to the store traffic, according 
to this partner. Charge accounts for customers also increase 
sales; about 30 per cent of all sales are on credit. Direct 
telephones to doctors is a feature of this and other drug 
stores in the community. This service was requested by the
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doctors in the community, and the partner divulged that they 
were installed reluctemtly because of the high cost involved.

Legal.— The partner interviewed stated that the store 
operates under a lease rental agreement costing $200 per 
month, êmd he expressed satisfaction with this arremgement.

Accounting
Financial statements.— All bookkeeping and accounting 

records are maintained by the partner interviewed. He stated 
that he makes annual operating statements from records which 
he maintains personally in ledgers and account books. His 
system of bookkeeping is obviously a single-entry bookkeeping 
system. He keeps a separate record of charge sales which he 
checks daily against cash received on account. Charge sales 
are entered in a ledger and not processed through the cash 
register until they are paid. No credit sales slips are 
written. It would appear that records are kept at a minimum. 
He expressed the belief that his accounting records are suf
ficient because both he emd his partner exert close control 
and supervision of the store operation which might not be pos
sible in another type of business. Operating statements are 
checked carefully with the national averages compiled by two 
leading drug services.

Auxiliary records and reports.— The partner-owners of 
this store maintain em alphabetical prescription record file 
by customers' names of all prescriptions filled. Tliis record
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Includes the prescription number, price, and date, and is uti
lized to locate quickly prescription numbers when the customer 
has lost or mislaid the original prescription record. No 
separate departmental sales records are kept, primarily be
cause the store utilizes two very old cash registers vdiich do 
not process this data. Tobacco sales, which are exempt from 
the retail sales tax, are determined by an examination of 
purchase invoices. All payrolls and tax reports are prepared 
by the partner interviewed. Generally, all invoices are paid 
ten days after the end of the month in accordance with custom
ary billing practices.

Personnel
Nature of personnel.— This operation is serviced pro

fessionally by the partners, who are both registered pharma
cists. A middle-aged woman who works primarily in the cos
metics and toiletries department has been with the store for 
several years and is invaluable to the operation, according 
to the partner. Two young girls regularly service the foun
tain department.

The informant stressed that selection and training of 
personnel is one of the foremost problems in managing a drug 
store. He related that personnel are selected only after 
considerable study, and are selected on the basis of person
ality and sales ability and on the basis of family background
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and character. He emphasized the importance of creating a 
"store image" vdiich appeals to his regular customers.

The partner interviewed related in detail the stimu
lating effects of occasional contests between his "girls" in 
promoting a particular item, for which he provides worthwhile 
awards. He utilizes P. M.'s (premium money) by which the 
manufacturer reimburses employees for moving his line of mer
chandise. Occasional pep talks with his employees are very 
valuable, he said, in creating sales enthusiasm and efficiency. 
He stressed the value of close observation of employees and 
personal guidance in increasing their effectiveness, and the 
fact that time is the factor that governs most management de
cisions. He believes most policies must be carefully evalu
ated in terms of the time required to administer them.

Capital finance.— As this operation has continued for 
many years with obvious success, no critical financial prob
lems were apparent or reported.

Insurance.— The partner interviewed described an 
elastic coverage clause in his insurance policy which includes 
any increase in his merchandise stocked in the fall and pre- 
Christmas season. He stated that the value of a competent 
insurance consultcint was difficult to overestimate.

Public Relations
Professional, customer, and employee.— No particular 

effort is made to cultivate professional relations with
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doctors êmd dentists in the community other than endeavoring 
to give them every service for which they ask, including 
direct telephone lines to doctors' offices. The partner
stated that doctors as a group are extremely demanding and
difficult, and that at times this is an irritating but never
theless necessary burden upon the practicing pharmacist. He 
described public relations as consisting essentially of good 
customer relations Which he believes cem be best maintained 
by friendliness, courtesy, and professional service. No spe
cific means of creating better relations with employees were 
mentioned.

Advancement of rharmacy.— The partner interviewed 
said he belongs to the local, district, and state pharmaceuti
cal associations. He expressed himself as follows with re
gard to participation in community activities: "I belong to
the local civic group, church, and service club, and never
lost a penny in serving any one of them."

He expressed a strong desire for national legislation 
controlling the resale price of national-brand items, indicat
ing that while originally he was opposed to this type of 
legislation believing his margins might be cut, he now thinks 
that such legislation would be extremely desirable. He also 
reported that good ethics in business is a necessity for the 
successful pharmacist.

Education.— The informant indicated that a general 
education background is of some importance, but he was
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dubious about the value of training in economics which he has 
received recently. He expressed the belief that the memage- 
ment curriculum should include business law, particularly in
cluding aspects of liability law. Having recently completed 
a course in accounting, he expressed skepticism for the need 
of double-entry bookkeeping of the type that is being taught, 
maintaining the belief that the time necessary to make this 
system function probably does not justify the benefits to a 
small operation.

He expressed a need for more public relations courses 
for pharmacists, emphasizing the importance of public rela
tions in building up the profession of pharmacy. He believes 
that speech courses smd letter-writing courses should be in
cluded in the training of a phcurmacy graduate, including 
typewriting if the student is not a proficient typist.



CASE 10

Nature of the Store Operation
This is a well-estcOslished independent drug store 

with last year's annual sales totaling about $250,000, of 
which over 75 per cent are prescription drugs. Sales have 
increased steadily during the many years the store has been 
in operation. The current merchandise inventory at cost is 
$40,000 with a stock turnover of between four and five tiroes 
annually. The store operates a fountain emd carries a full 
line of merchandise, including cosmetics, sundries, tobacco, 
and candies. Sales on credit are encouraged.

This store specializes in the prescription department, 
which averages between 100 and 140 prescriptions daily. It 
is located on a corner in the central traffic area of the 
town, with adequate parking space being available both in 
front and along the side of the store. The community of ap
proximately 5,100 inhabitants is located in the center of a 
rural trade area. The town is considered a rural medical 
center with a large community hospital and six doctors, two 
of whom are specialists.

The store is no larger than many in the area, but has 
a comparatively high volume of sales. A side entrance provid
ing access to the prescription department from adequate and 
convenient side street parking greatly increases the store 
traffic.

234
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This business operates as a partnership. The senior 

partner is a long time resident in the community, and he has 
taken into the business two junior partners. All three part
ners are registered pharmacists. It is apparent that each of 
the partners in the firm possesses a gregarious personality, 
and together they constitute a selling "team.” In the opinion 
of the interviewer, the obvious success of this operation Ccui 
be attributed largely to the aggressive, enthusiastic, and 
courteous manner in which each of the three pharmacists 
treats customers coming into the store. The partner inter
viewed attributed some of the success of this operation to 
the excellent location, which he thinks extremely important 
to a drug store operation. The most important factor, he be
lieves, is friendly service.

The partner-informant reported that their most seri
ous competition is a prescription shop located across the 
street from the hospital in a neighborhood area. The partner
ship has purchased a similar location as "insurance," and if 
necessary they will also establish a prescription shop in 
this location.

The area has been leased to a small grocery chain and 
is very rapidly proving to be a profitable investment because 
of a percentage-of-sales lease agreement. The partner- 
informcuit commented that a neighborhood location near the 
hospital presents both an advantage and a disadvantage as a 
drug outlet. More new prescriptions should be filled at such
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a location, he believes, but the prescription refill business 
may be more inconvenient.

The partner-informant reported that the senior con
trolling partner is gradually retiring from the business, 
leaving it to his Junior partners. The senior partner has 
developed other interests vdiich are occupying an increased 
amount of his time.

Cut-rate pricing policies of other druggists in 
fairly close metropolitem areas have left metropolitan drug 
store operators with little opportunity for profitable opera
tion, the informant believes. He reported that this store 
does not reduce front-end merchemdise prices and that the 
merchandise is available to their customers at the regular 
price. It is their privilege to buy it or not, as they de
sire. In spite of ever-increasing competition from other 
outlets, their business is constantly increasing.

Buying.— This store operates independently and pur
chases principally from full-service wholesalers auid direct 
from manufacturers. It was indicated that this store is not 
going to participate in the volume purchasing plan sponsored 
by a full-service national wholesaler because of the desire 
to purchase independently and not to be tied to any particu
lar supplier.

Pricing.— The informant indicated that drugs and mer
chandise are generally sold at suggested list prices. He 
stated that he looks with disfavor on pricing conditions in a
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nearby city in which druggists will sell an electric razor 
costing $14 for a selling price of $15 and extend credit on 
the sale. He commented that one bad credit sale would re
quire over $100 in additional sales to compensate for the 
loss.

He acknowledged that their firm has pursued a policy 
of "reasonable" prices on prescription drugs emd that conse
quently they draw considerable business from neighboring 
towns where prices charged are what he regards as "unreason
able."

Competition.— This outlet faces competition from two 
other large retail drug outlets in the downtown area, as well 
as a professional pharmacy located next to the community hos
pital. In addition, a departmental auto supply and appliance 
chain store nearby has recently installed a health, drug, and 
toilet supply department with extremely low prices on the 
merchandise. Also, some loss of sales to a metropolitan area 
a few miles away was reported where there is extreme competi
tion in pricing practices.

The informant revealed that he and the other junior 
partner have purchased a 60 per cent interest in another 
small retail drug store in the community. He said:

It is a one^nan operation, but this, too, is in
surance. The 'X' chain drug store company and an
other large operator were both considering this loca
tion. The local druggists should thank us.
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Advertising.— The partner interviewed reported the 

most effective advertising done by the store consists of a 
daily radio weather forecast sponsored by the store. This 
forecast at 5:15 P. M. is received by many of their rural 
patrons to vdiom a weather forecast is very important. The 
partner indicated that much of their newspaper advertising 
has probably been wasted. Since only rarely does this drug 
store feature a sale, advertising efforts are not extensive.

Selling.— The partner interviewed commented that each 
partner is considered a good salesman. In fact, he considers 
one of the partners as possibly too effective, indicating 
that he believes that over a period of years customers appre
ciate being served by a store in which they are helped but 
not "high-pressured." The partner also indicated that each 
man has a wide circle of friends in the community which helps 
greatly in increasing sales throughout the community.

Inventory control.— Merchandise control does not ap
pear to be a particular problem, as the partners are all 
familiar with the stock. The partner reported that the use 
of "want" books and visual control of stock is sufficient.
He explained that they keep a close dieck on sales, and that 
their purchases are generally based on a percentage of cur
rent sales. The front-end merchandise as well as most of the 
bookkeeping is largely controlled by the senior partner.

Services.— The partner interviewed explained that 
service is their stock-in-trade. The fountain builds traffic
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within the store. Credit sales are also appreciated by their 
customers, according to him.

He commented :
We run a 'loose' business, even though our con

trolling partner has a reputation of being 'close' 
with his money. We furnish a lot of free coffee which 
over the year amounts to a sizable sum of money. Also, 
we make generous adjustments, even when it costs us 
money. Too many druggists make a grudging adjustment 
and often lose money and also the customer.

Accounting
The senior partner keeps a single entry set of books 

of which he is apparently very proud. Daily summaries of in
come are kept on the left-hand ledger sheet. Daily expenses 
are itemized into a very few expense categories on the right- 
hcind sheet. At the end of the month the two ledger sheets 
are totaled and monthly summaries are entered in similar 
fashion near the back of the ledger. Also included on the 
daily summary sheets are monthly totals of non-taxable sales, 
excise taxes, and other pertinent information. By totaling 
the monthly summaries, the senior partner annually prepares 
an operating statement, after recording depreciation, taxes, 
bad debts, expense adjustments, and inventory adjustments.
The senior partner studies the totals of the monthly summaries 
and is able to exert considerable control over the operation 
of the business. All payrolls and tax reports are prepared 
by the senior partner.
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The partner interviewed commented that others had 

often encouraged them to set up a double-entry set of books. 
It appears to be the belief of the partners that such records 
would take more time than they would be worth. All invoices 
are paid promptly in order to take advantage of cash dis
counts. Accounts receivable are recorded as cash sales when 
the accounts are collected. The state sales tax laws have 
been satisfied by making minor adjustments.

Personnel
The prescription department is serviced by the part

ners, all three of whom are registered pharmacists. The 
partner interviewed reported that this situation gives each 
pharmacist ample free time and makes it possible for one of 
them to be away from the firm for a few days whenever neces
sary. He explained that the clerical help in the store 
learned from the partners auid that training was principally a 
matter of emulation. "They pick up our habits," he commented. 
He believes that personnel management is not a major problem 
with this firm.

This partner described the method of compensation of 
the partners in the firm as follows : Each junior partner re
ceives $700 in salary per month, and the senior partner re
ceives only $400 at his request, because of decreased duties.
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Public Relations

Professional, customers, emd employee.— The partner 
interviewed reported they generally have had excellent rela
tions with the doctors in the community, with the possible 
exception of one. He indicated that their relations with 
physicians, customers, and employees are based on mutual re
spect and service. He emphasized the importance of public 
relations, saying that his current leadership in a local 
civic club, as well as country club and social relationships, 
is important. He reported that the other junior partner be
longs to sportsiocui clubs with allied relationships and that 
the senior partner has many relationships with another age 
group— all serving to increase the store's business.

Advancement of pharmacy.— Each partner is an enthusi
astic member of local, district, and state pharmaceutical 
associations. The partner interviewed commented that he is 
concerned with the deterioration of the price structure in 
the metropolitan areas and is thankful that this operation is 
not faced with this type of competition. He is somewhat 
critical of the situation in vdiich a newly graduated pharma
cist can immediately command a salary of $700 to $800 per 
month while, in many instances, the graduate knows very little 
about the business. It is his belief that too many young 
pharmacists want to start their own businesses too soon and 
frequently open up or take over a business in a poor location 
with very little chance for success. He advises young
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graduates to get experience and select situations In which 
they can leam the business.

The Informant expressed criticism of physicians becom
ing financially Interested In pharmacy clinics. He Indicated, 
however, that druggists work together very well In this com
munity. He believes that memy misunderstandings among phar
macists In the community are avoided by a local practice In 
which they have agreed not to exchange prescriptions with one 
another. Exchange of prescriptions and prices often. In his 
experience, leads to mistrust between druggists and causes 
hard feelings.

Education.— The partner Interviewed was complimentary 
of pharmacy graduates who are willing to do the necessary 
little jobs about a drug store which do not concern the pre
scription department. He Indicated that business management 
training. Including a course In public relations. Is a much- 
needed element In the preparation of pharmacists.



CASE 11

Nature of the Store Operation
This is a downtown drug store with annual sales of 

approximately $70,000. The store has been in existence for 
memy years, but has operated for only four years under the 
present ownership and management. Previously, this store 
operated as a drug-sundry store without the prescription 
department, which has been added by the present management.
The current inventory at cost is $18,000, and the stock is 
turned over approximately 3.5 times annually. Prescription 
drugs constitute 20 per cent of all sales. This store does 
not operate under an agency agreement.

This is a typical drug store with heavy fountain 
sales (20 per cent of all sales), in a relatively heavy down
town traffic area in an expanding city of more than 21,000 
inhabitants. It has a comer location adjacent to an area 
which is showing some signs of deterioration. It is organized 
as a partnership, the ownernmanager being the active partner, 
with another drug store owner in the community participating 
as a silent partner. The partner-manager functions as the 
sole registered pharmacist, working from 8:00 A. M. to 
8:00 P. M. daily except Sundays and short periods when he is 
out of the store. He reported that not previously having a 
prescription department has made building such a department 
difficult. Apparently customers have, through the years, not
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associated a prescription department with this store. The 
partner-mêmager, a recent Southwestern State College phar
macy graduate^ believes the location of the store is poor be
cause of the lack of parking space and the changing practice 
of locating retail drug outlets wherein they now are predomi
nantly in shopping centers and away from downtown areas. He 
remarked that only a very few years ago, most of the physi
cians in the community were located in this downtown area.
Now they generally have moved to shopping center locations.

The principal objective of the partner-manager is to 
build up the prescription department. He is also concerned 
about the fountain service. His accountant has informed him 
that he is losing up to $100 per month in the operation of 
the fountain department. He revealed that he is concerned 
about this loss, but is not yet willing to terminate a depart
ment that grosses 20 per cent of the total store sales. The 
relatively young partner-manager is obviously aggressive smd 
capable, and determined to build up store volume in the face 
of considerable outside competition. He is attempting to do 
this through service amd personal contacts, rather than cut- 
price merchandising. He apparently believes in a professional 
type of operation, rather than one that emphasizes merchamdis- 
ing.
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Merchamdlslnq

Buying.— The partner-roamager reported that he is prin
cipally supplied by three full-service vdiolesalers. He does 
not participate in amy group buying activities, and is criti
cal of a recent volume selling and advertising plan of one 
full-service wholesaler vdio seeks to dominate the distribu
tion of fast-selling items through sizable discounts. He 
described the other wholesalers as his friends whom he does 
not wish to penalize, even though the new plan might consti
tute "hard-headed" business economy. He said that an agency 
drug store across the street could purchase certain items 
from a cooperative wholesale house for 80 cents that cost him 
$1, but that he does not wish to be tied up with the agency 
contract which would be required if he were to receive the 
same price advantages. His previous experience in working in 
agency stores has apparently convinced him that agency sources 
"load up" independent retad.lers with unwanted merchandise.

Pricing.— The partner-manager reported that he does 
not participate in cutting prices. Recommended manufacturers' 
prices are generally followed in this store. An attempt is 
made to follow a widely used pricing schedule in the prescrip
tion department. Keen interest was expressed in the need for 
a federal fair trade law. The partner-manager has written 
several letters to legislators, encouraging their support for 
such a law. Most of his merchëuidise is carefully marked with
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the cost price in code to give him knowledge of the purchase 
price as sm aid in inventorying and marking merchandise.

Competition.— This store is operating in a small city 
with a rapidly expanding suburbam area, including two new 
shopping centers. Several heavy volume drug outlets are 
located in this area and competition is relatively keen. No 
extreme or unethical price cutting practices were reported, 
with the exception of a deparmental auto supply and appliance 
chain which is cutting prices on health amd beauty items, as 
well as non-prescription drugs. This outlet is located 
nearby and is providing sizable competition. Also, this drug 
store is located across the street from am established mer
chandising type of drug store (operated by his silent partner) 
which presents serious price competition. Customers appar
ently are free to choose whether they wish to patronize this 
drug store, which represents the professional, independent, 
but somevAiat higher priced operation, or the other store re
presenting the merchandising approach with mass sales created 
by heavy advertising, price leaders, and selling psychology.

Advertising.— Very little advertising is done. A 
stamp plan is generally used throughout the city, and the 
partner-manager is participating against his will. He con
siders trading stamps as being undesirable because they cut 
into the profit margin and constitute a nuisance. He reported 
that he would be in favor of legislation to outlaw them. 
Newspaper advertisements are occasionally featured during the
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month, usually appearing on the weekends, which promote cos
metics , hair sprays, and baby supplies. He does not sub
scribe to any advertising or promotional service, preferring 
to work with established wholesalers in utilizing their pro
motional materials.

Selling.— The informant expressed the belief that the 
store has incorporated a blend of a satisfactory amount of 
self-service and personal selling. The merchandise is well- 
displayed for customer inspection, but the cash register is 
not located so as to encourage self-service. The store was 
plcumed cuid remodeled by a full-service wholesaler.

Inventory control.— The partner-manager reported ade
quate control of merchandise through visual control, aided by 
"want" books and supplier representatives. He reported an 
early experience with a former manager vdio impressed upon him 
the importance of the "want" book by saying that "If the 
building is on fire, first enter the item in the 'want' book 
and then call the fire department."

Services.— Because of the absence of special promo
tions and sales, the fountain constitutes the principal cus
tomer service which the store offers. Credit sales are en
couraged and do not constitute a major problem. Prescription 
customers are given a card vdiich entitles them to free foun
tain service (coffee or a coke) while they wait. Free deliv
ery of prescriptions through a ccramercial service is pro
vided .
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Legal problems.— The partner-mzmager reported that he 

was confronted with exceedingly technical legal decisions in
volving buying the store, obtaining the title, satisfying the 
bulk sales law, completing the partnership agreement, and 
other problems when the store was purchased. He indicated 
that because of the technical nature of these problems he 
sees little that a pharmacy training program could offer in 
the way of instruction in these areas.

Accounting
Financial statements.— Financial statements are pro

vided four times a year by a public accountant for a fee of 
$40 per month. Estimates of merchandise inventories for 
these statements are based upon sales data which are adjusted 
to provide the cost of goods sold. The partner-memager indi
cated that he analyzes these statements carefully. Each 
day's business is recorded on pre-printed envelopes furnished 
by the public accountant. Cash register tapes and cash "paid- 
outs" invoices are kept in the daily envelope record. The 
summary envelopes, along with the bank statements and the 
check register, constitute the records from which the account
ant prepares his financial statements. A separate cash regis
ter is kept for the fountain auid cash "paid-outs" for the 
fountain are segregated— thus keeping the fountain operation 
separate from the other parts of the store.
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Accounts receivable.— The partner-manager keeps his 

accounts receivable in an alphabetical ledger. In the front 
of this ledger, he keeps a daily running total of accounts 
receivable, including amounts received on account and daily 
charge sales. Duplicate charge tickets are prepared for 
credit customers, the customer receives the original copy at 
the time of the sale, emd the owner-manager posts the dupli
cate ticket to the accounts receivable ledger. At the end of 
the month, charge tickets are mailed to the customer. A 
minor problem reported by the owner-manager is the practice 
of certain customers requesting that the charge tickets be 
held for payment rather than recorded as accounts receivable. 
When the ticket is paid, the entire transaction is treated as 
an original cash transaction.

Auxiliary records and reports.— Payroll and tax re
ports are prepared by the public accountant. The partner- 
manager also keeps an alphabetical prescription record (pre
pared by a national company) for the convenience of customers 
in determining prescription numbers eind other records of pre
scription drug purchases. Sales are departmentalized only to 
the extent of separating fountain sales from those of the 
other parts of the store. A recent check on fountain sales 
and expenses revealed that, according to the accountant's 
estimate, the fountain department was running a deficit of 
approximately $100 per month. The public accountant pays all 
bills and expenses except cash which is paid out in the store
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and purchases of merchandise on credit. These are processed 
by the partner-^manager, who keeps files of paid and unpaid 
invoices and utilizes a reminder file to determine the latest 
date upon which payment can be made in order to secure cash 
discounts.

The partner-manager also codes his prescription 
prices, which are recorded on a "locator** file furnished by a 
drug supplier. He commented that he does not wish to have 
drug salesmen and detail men know his prescription prices and 
pass them along to competitors. As he is located in an area 
in vdiich prescription "price-cutting" is prevalent, this tech
nique of his has some significance.

Personnel.— This store is serviced by two fountain 
employees and one drug clerk, with two additional part-time 
employees. The owner-manager services the prescription de
partment. The partner-manager reported he has had no particu
lar personnel problems. He expressed the belief that "manag
ers are b o m  and not made," indicating that the individual 
personality of the mcinager is the controlling factor in the 
management of a drug store. Because of the long hours which 
he is in the store, much of the selling is done by him. He 
said that the supervision of the fountain constitutes his 
major difficulty.
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Finance

Capital finance.— The pairtner-manager indicated that 
his interest in the partnership was financed by a local bank 
at 6 per cent interest, upon which he is making payments at 
the present time. His silent partner owns other drugstore 
interests in the city and is apparently well-financed.

Insurance.— The partner-manager stated that he has 
had no insurance problems, amd that he feels he is carrying 
am adequate amount and coverage of insurance.

Public Relations
Professional, customer, amd employee.— The partner- 

manager disclosed that he gives prescription blanks to physi
cians amd dentists to encourage good will. He revealed that 
as yet he has not put his name on the prescription blanks as 
he has always considered this unethical. Because of the lack 
of increase in prescription business, however, he indicated 
that he intends to do so in the future. He stated that an
other prominent pharmacy has been doing this with apparent 
success. Magazines are also provided for doctors' offices in 
a few cases.

Gift certificates for mothers of new babies are left 
at the community hospital. These certificates entitle the 
mothers to come to the drug store and receive a gift for each 
baby— usually a baby brush and comb which costs about $1.00. 
On the back of the gift certificate is a list entitled "baby
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needs*' which lists baby needs supplied by this drug store.
When the mother picks up the gift, she frequently purchases 
additional baby supplies at this store. The owner-manager 
believes this plan works very successfully in gaining new cus
tomers. He also promotes the good will of customers by pro
viding efficient and friendly service.

Advcuicement of pharmacy.— The partner-manager said he 
belongs to the usual local, district, and state pharmacy asso
ciations, and to the local civic clubs, as he feels it is his 
duty to "pay rent" to his community. However, from a busi
ness standpoint, he indicated that customers generally do not 
trade on the basis of civic associations.

The partner^nanager expressed a strong belief that 
discount houses amd cut rate outlets are ruining the retail 
business. He indicated that he feels national legislation is 
needed to protect the interests of the independent drug store 
operator. He also expressed concern over the increase in phy
sician-owned pharmacies as a threat to the security of the 
retail drug business. He believes that a code of ethics to 
be subscribed to by pharmacy students would help to impress 
upon them their responsibilities to the profession.

Education.— The partner -manager expressed a wish.that 
he could have taken more accounting and possibly saved him
self $40 per month by handling his own books. However, he 
indicated that it would be extremely difficult for him to 
find the time to do this at present. He described his need
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for a business correspondence course, particularly to influ
ence legislators. He thought that advertising might be help
ful. He expressed the belief that business law is probably 
too technical a subject to be taught effectively to the aver
age layman and indicated that he thinks this area could be 
better handled by his lawyer.

The partner-mamager expressed strong criticism of the 
pharmacy curriculum, stating that when he was a leader in 
school, he and others were asked what would constitute an 
effective program— and that the school authorities proceeded 
to adopt a progreua exactly counter to their recommendations. 
Particularly, he is critical of physics and trigonometry 
courses for pharmacists. Generally, the partner-manager asks 
for more practical and less theoretical courses. He believes 
more business courses should be required but does not see any 
value in a general economics principles course for pharma
cists .

The partnerntaanager reported that his most serious 
mistake has been the selection of this location to begin busi
ness cuid he suggested that the importance of location could 
not be stressed too strongly in the pharmacy management cur
riculum.

This drug store appears to be slowly proving success
ful through determination cuid industry devoted to it by a 
thoroughly competent manager.



CASE 12

Nature of the Store Operation
This is a modem downtown drug sture which is located 

in a city of over 61,000 inhabitants. Annual sales are over 
$400,000 and the current merchandise inventoiry at cost is 
estimated to be $65,000. The stock is turned over almost 
five times euinually. This store averages 130 prescriptions 
filled daily which constitutes approximately 35 per cent of 
the total sales. The floor area is nearly 2,800 square feet 
which gives this store a high average sales per square foot 
of over $150.

Credit sales are encouraged and monthly charge ac
counts total $12,000 to $15,000. This store has been in 
operation for seventeen years under the present management. 
Recently, the store experienced a fire, and since then has 
been rebuilt and redecorated. It features the sale of gifts, 
greeting cards, tobacco products, sundries, and exclusive 
cosmetics.

The store is located in the downtown area in a comer 
location adjacent to the central area of the city. It has 
adequate parking in front and along the length of the store 
with a side entrance to the fountain and prescription area 
from the side street.

This store has a hot lunch and soda fountain area 
which is located alongside and facing the prescription
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department. The owner believes that many new prescription 
customers are obtained simply because of the proximity of the 
fountain to the prescription department, creating a flow of 
customers between the two areas. The assistant manager inter
viewed reported that the fountain area averages a $500 per 
month profit. By locating the fountain area opposite the 
prescription department, the owner-manager is able to keep a 
close eye on the food service while at the prescription coun
ter. His aim is to make sure that the fountain personnel pre
pare and serve orders rapidly and efficiently. Many people 
who come into the store cmly to eat lunch, bring their pre
scriptions on future visits. The fountain acea maintains its 
own cash register.

This is an independent drug store, associated with a 
volume purchasing and advertising plan for independent stores 
sponsored by a national wholesaler. The store is owned by 
the father of a f^armacy school graduate from Southwestern 
State College of five years ago who "grew up" in the business. 
The son is the assistant manager cuid generally reflects the 
views of his father, who is obviously the controlling force 
in the mcuiagement of the drug store. The father is an experi
enced druggist with chain store experience and an apparent 
consuming interest in the drug store business.

The assistant manager reported that business has in
creased every year for the past seventeen years. The store 
presents an extremely neat appearance with an extensive glass
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frontage which gives a full view of the interior of the store, 
It is well arranged smd extremely neat and modem in appear
ance. The store is open for seven days a week from 7:30 A. M, 
to 10:00 P. M. and operates on a double shift. This is pri
marily a service type of store with personal service empha
sized. It is not an advertising and "merchandising” store 
which features special prices extensively.

This store supplies a nearby 100-bed private hospital 
with most of its prescription drugs. This hospital maintains 
a small pharmacy but does not employ a registered pharmacist. 
Because of its limited supply of drugs, the hospital staff 
utilizes this store to a great extent. Also, many physicians 
are provided storage services on vaccines and antibiotics and 
keep their excess stocks in this store.

Merchandising
Buying.— The assistcuit manager reported that as an 

independent operation they purchase from the usual suppliers. 
The store has recently become associated with a volume pur
chasing and advertising plaui sponsored by a national whole
saler, and the assistant manager reported that they find the 
plan works extremely well with the volume (diich this store 
has. He commented, "You can't be lazy and make this plan 
work. It requires time and effort.” He estimated their sav
ings would amount to as much as $600 per three-months' period 
under the new plan. He said that their success has been
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partially because of the acceptsmce by the public of nationally 
bremded merchandise which they handle. He also commented that 
a knowledge of quamtity discounts and analysis of comparative 
costs are his father's "specialty." The store is principally 
supplied in the prescription department by direct purchases 
from mamufacturers. Most front-end merchandise is supplied 
by the national full service wholesaler previously mentioned.

Pricing.— This store maintains fairly competitive 
prices but does not generally indulge in "loss leaders."
Under the new cooperative buying and advertising plan, the 
manager is, however, participating in the offering of a few 
price leaders which are featured hy this group. The assist- 
amt mamager emfdiasized that this town is competitive on pre
scription drug prices, amd that this store advertises that it 
has the lowest prescription prices in the city. He said that 
he and his father feel that the public is entitled to reason
able prices Mdiich still enable the store to make an adequate 
profit.

Generally, a 50 per cent margin of profit on selling 
price is maintained on prescription sales. Apparently, most 
pricing schedules used in this area carry a higher margin of 
profit or include a professional fee. The lowest prescrip
tion item price quoted customers is 75 cents. Prices on pre
scription drugs are frequently adjusted to take care of hard
ship cases. Most other pricing is done by utilizing nationally 
supplied drug and merchandise pricing manuals.



258
Competition.— There is a new discount house with a 

prescription department at the extreme outskirts of town. A 
supplier of the discount house has reported to the assistant 
mamager that this discount house is not yet doing any large 
volume of business. "Who is going to drive three miles to 
save a few cents on a prescription?" the assistant manager 
commented. "People are creatures of habit; if they like you, 
it is pretty difficult for a new outlet to take your cus
tomers . "

Advertising.— The assistamt manager reported that the 
advertising sponsored under the associated independent dealer 
group plan has been very successful because it has saved for 
the small retailer the advertising discounts offered to large 
volume operations but previously lost by the small independ
ent. He commented that the local advertising company in the 
community which is in charge of the advertising plan— chiefly 
consisting of newspaper and television advertising— is doing 
a fine job. Newspaper advertisements are usually run weekly 
and list the associated independent drug stores which are co
operating .

The assistant manager reported that newspapers are 
their best type of advertising. They advertise in the news
paper only with distinctive advertisements, usually represent
ing special events. These advertisements generally emphasize 
a professional app>eal, accomp>anied by an offer of personal 
service. He commented that television advertising is too
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expensive for this operation « even though the city has its 
own television station.

Advertising effort is also expended by utilizing 
radio broadcasts. Often the news amd weather broadcasts are 
sponsored. Also, book matches are used, featuring the store's 
nauoe. These are consistently provided for the nearby hospital, 
for which this store provides most of the prescriptions.
Store calendars sure also provided customers amd are supplied 
by a drug company.

Selling.— "Friendly service is one of the 'keys' to 
our operation," said the assistant manager. He reported that 
they use both self-service and clerk service in their store, 
with emfhasis on clerk service. He pointed out that they 
specialize in selling cosmetics. He believes that layout and 
display are extremely important in the operation, along with 
friendly service. It was noticeable that customers were in
variably greeted at the door.

Inventory control.— No specific methods of inventory 
control are used, according to the assistant manager. He 
said this is principally a matter of personal observation and 
control. Volume buying for quantity discounts is stressed in 
this store. However, because of the high volume of sales, 
merchandise turnover is also relatively good with over five 
stock turns annually. The assistant manager believes that 
quantity buying is much more practical in a large store than
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in a small one, because of the necessity of having an ade
quate supply of merchandise on hemd at all times.

Services.— The fountain and luncheon service consti
tutes the chief traffic builder in the store, and the assist- 
êmt manager believes it is the principal "drawing card" in 
the success of this operation. The store policy encourages 
the establishment of charge accounts. "We encourage custom
ers to charge in order that we may furnish them with a list 
of prescription income tax deductions at the end of the year," 
commented the assistant manager. He emphasized that charge 
customers are regular customers.

The store operates a very large delivery service 
which delivers 30 to 40 prescription items daily. A delivery 
truck which is brightly painted with store advertising is 
manned by an employee who also does other jobs about the 
store. Deliveries are not made at any set times, and there 
are no minimum sales below which this service is not offered.

The store makes a point of maintaining a sufficient 
volume of cash on hand to cash payroll checks, chiefly of 
military employees. Money orders are also serviced as a con
venience to customers.

The store provides free cokes and coffee to prescrip
tion customers vdio prefer to wait while their prescriptions 
are filled.
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Accounting

The assistant manager reported that-the accounting is 
done by a public accountcuit for $65 per month amd that this 
includes tax service at the end of the year. It is the Job 
of the store personnel to complete the daily summary from the 
cash registers and to take care of the processing and posting 
of the accounts receivable.

He explained that the fountain operation is kept 
separate from the balance of the store, with income emd ex
penses from this area segregated from the balance of the 
store. His father writes all checks from information which 
is furnished by the public accountamt. The father also pro
cesses all accounts payable and carefully checks statements 
of account against invoices and checks on all discounts.

The assistant manager commented that accounts re
ceivable statements are mailed to their customers on the 25th 
of the month. He reported much better collection because of 
this, saying that the customers will pay their bills at the 
first of the month while they still have their monthly checks.

Prescription records are maintained by dates on co
lumnar sheets, giving the prescription number, doctor's neune, 
patient's name, and price. Prescription refills are entered 
as filled, and at the end of the day all new prescriptions 
are recorded before prescription blanks are filed. Sales are 
departmentalized into several categories. No departmental 
profit analyses are made, other than the soda fountain.
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Personnel

The assistant manager explained that the store opera
tion requires three registered pharmacists « including his 
father emd himself, and one employee pharmacist. An assist
ant pharmacist is also employed part time. Careful selection 
and training of personnel is considered to he very important, 
he said.

The assistant manager was very emphatic in expressing 
his views on incentive pay as follows :

We pay a flat rate to pharmacists. I've had some 
experience with incentive pay. Paying the pharmacist 
a percentage of prescription drug sales leads to load
ing up on the prices. This will lose customers in the 
long run. The same is true of the sales personnel.
To utilize the P. M.'s (premiums for sales people, pro
vided by msmufacturers), they'll sell that item no mat
ter what brand the customer wants. This will ruin a 
store quicker than anything I know. I pay my help a 
good wage— a flat rate. If a manufacturer salesmam 
wcmts to pay my clerks direct, perhaps I will let him 
occasionally. Yes— I occasionally give my clerks a 
bonus to move certain items, but that is different.

This store operates on two principal shifts. One
shift of employees is on duty from 9:00 A. M. to 6:00 P. M.,
while the other is on duty from 1:00 P. M. to 10:00 P. M.
Thus, from 1:00 P. M. to 6:00 P. M. the store has double
shifts on duty. It frequently appears that ill-feeling de
velops between employees who are competing for special premi
ums in competition with one another.

No store meetings are held with employees, and it ap
pears that better employee and employer relations might be 
maintained by more emphasis in this area.
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Public Relations

The assistant manager reported that this store opera
tion gives the accepted discounts to physlclcuis In the area 
(cost plus 10 per cent).

We haven't gone to a physician for business since 
we were organized; this Is too risky. Many pharma
cists 'play ball' with doctors on prescriptions. One 
mistake may mean that the doctor or his nurse will 
terminate the relationship vAilch Is always extremely 
precarious. We work for customers, not the physicians.
We teach our custcxners that It Is their right to have 
their prescriptions filled where they wish. We see to 
It that our customers do not let a physician tell them 
where to have them filled.

Mu: father and I belong to professional pharmacy 
associations. We also participate In community activi
ties, but we do not consider this of too much Import- 
êuice. Our customers shop with us because of the serv
ice we give them, rather than where we spend our time 
off the job.

The asslstcint manager commented that perhaps the most 
disturbing problem In the area at the present time Is a dis
count house which he predicts will go out of business In a 
year or two.

The assistant manager expressed definite opinions In 
regard to the type of training desirable for a pharmacy gradu
ate:

We need more business training. The five-year 
program Is much too long with a year's experience re
quirement which makes the total program add up to six 
years. We ought to have a four-year program with a 
year's Internship after graduation. You cem over-rate 
a pharmacist's duties. After all, pharmacists had 
better carry out the doctor’s orders.

He commented that graduates from the pharmacy school 
at Southwestern State College are usually good, although they
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generally do not know anything about selling. He expressed 
the opinion that a graduate in fhaxnnacy needs to be able to 
understand people and work with them, which he believes is an 
art. "We want pharmacists who like people," he explained,
"as their job is essentially dealing with people." He said 
that a recently hired pharmacy graduate from Southwestern 
State College is going to be the best (AarmaciÈt employee 
they have yet had. This graduate was a prominent leader in 
the pharmacy fraternity when in school.

The assistant manager also commented that a knowledge 
of discounts is imperative for a pharmacist. He emphasized 
that buying is largely a matter of discounts, and that one 
can not know too much about it. His father had worked for 
years as a chain store manager for a large drug concern and 
considers this the best experience that he has ever had— long 
hours, low p>ay, and often selling merchandise at prices lower 
than cost to build store traffic. He quoted his father as 
saying that younger fellows need a little of this type of 
discipline.

The assistant manager commented on accounting instruc
tion as follows :

We are not much concerned with this area and leave 
it up to our public accountamt. Payroll accounting, 
income taix accounting, and depreciation are factors 
which we believe are better left to an expert. In 
some areas of drug store operation, accounting pro
cedures are extremely Jjnportant. In our operation, 
one needs to know how to read am operating statement 
amd analyze costs.



CASE 13

Nature of the Store Operation
This is a large departmentalized drug store in a new 

shopping center in a large city. The first year's sales are 
expected to approach $200,000 on a mercheindise inventory 
valued at a cost of $25,000. Credit sales are encouraged.
As yet, prescription drugs do not constitute a large percent
age of the sales, although a marked increase is expected.
The store covers an area of approximately 4,000 square feet.
It is a part of a large integrated shopping center which con
tains a nearby large chain groceiry store and several other 
shopping center units. The store features the filling of 
prescriptions, other drugs, cosmetics, 24-hour film service, 
photographic supplies, and a.complete fountain service.

The shopping center is located in the outskirts of a 
city of over 138,000 inhabitants. This newly opened store is 
the third unit of a local store operation in which two other 
stores with a similar volume of sales are located in differ
ent shopping centers, each serving a different area.

The store is organized as a partnership with five 
partners. The partners include the owner of the original 
store who is not a registered pharmacist, his partner in the 
No. 2 store, and three recent pharmacy graduates, one of whom 
is the son of the original owner. All partners except the 
original owner are pharmacy school graduates from Southwestern
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State College, Each one owns a 20 per cent interest in the 
new store operation. The manager of this newly opened store 
is the son of the original owner.

The partner^nanager ascribes the success of these 
drug store operations to the fact that each store has spe
cialized in personal service and low prices and is favorably 
located.

Merchandis ina
Buying.— The pëurtner-iucuiager reported that each store 

manager does his own buying except for a few combined direct 
purchases from manufacturers and exchanges of merchandise 
which occasionally take place between the three stores. Much 
of the merchandise is furnished by the two full service whole
sale houses which are located in this city. Also, consider
able merchandise is furnished through an agency agreement 
with a national drug supplier with vdiich this store is asso
ciated. This drug supplier also operates a retailer-owned 
wholesale operation, but the partnernnaanager indicated that 
because they can purchase as advantageously locally, they do 
not buy from this firm.

The one-cent sales which the agency supplier promotes 
twice a year permit this store to stock certain specialties 
of this supplier, such as rubbing alcohol, vitamins, and 
aspirin at very low prices. Purchasing is done at this time
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to cover both sale needs emd semi-emnual needs for these 
items.

Pricing.— The peurtnerMnamager indicated that prices 
are becoming very competitive in this city. This competition 
is largely brought about by the existence of a large discount 
chain drug operations with an outlet which is located down
town, and also in a new discount center covering 20,000 
square feet, located in smother part of the city. The part- 
ner-inanager believes that his operation cam compete in price 
successfully with amy drug outlet in the city, with the excep
tion of the discount house. He is thamkful that the new dis
count operations are located in opposite parts of the city.

This store pursues a competitive price policy, featur
ing price leaders and low prices. The partner^namager com
mented that because of competition, recommended prices are 
not generally followed. The objective is to obtain a fair 
profit amd maintain an adequate volume of sales.

Competition.— Competition is met by large-scale ad
vertising, low prices, and the stressing of personal service. 
In addition to the two associated discount operations, the 
partner^namager reported that a grocery.chain has recently 
installed a prescription department, but that it is temporar
ily closed because of failure of efforts to employ a regis
tered pharmacist to operate it. Nevertheless, a line of re
lated drug items is carried which is very competitive. He 
commented that the discount operations do not provide the
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services which this store features, including credit emd de
livery service, and because of this he believes this store 
competes very successfully, pazrticularly because of the dis
tant location of the other outlets. Another discount opera
tion is being built also in another part of the city, emd it 
is reported that it will cover a vast area of 70,000 square 
feet and contain a prescription department. It will be oper
ated by a well-known variety chain store.

Advertising.— This unit combines its advertising 
policies with the other two stores. Advertising consists of 
some use of the daily newspaper, and extensive use of hand
bills, which are distributed over the respective community 
areas of the three stores. A sale is featured each weekend 
in each store. The partner^nanager commented that newspaper 
advertising is not particularly effective for the suburban 
area, but that it is very effective for the downtown stores. 
Because of this, the chief advertising effort of this store 
is centered on the distribution of raultilithed circulars which 
are prepared by the pattners. In addition to weekly sales, 
the stores stress one-cent sales and feature savings on spe
cial sales, such as "back-to-school," Easter, and Mother’s 
Day.

Personal selling.— The partner-manager stated that 
this store is selling personalized service in the prescrip
tion department. Personal selling is also important in the 
selling of vitamins, cosmetics, and related items. The store
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Is operated on a self-service basis similar to a grocery 
supermarket, wherein the customer may use a basket if he 
wishes, with adequate clerk assistance available. The check
out area is at the front of the store. Prescription items 
are marked with a double tag. One-half is retained by the 
prescription department, cuid the other half is given to the 
customer to be left at the check-out registers. At the end 
of the day, the tags are inventoried to make sure that all 
customers have paid at the cash register.

The store is serviced by a rather high type of 
gondola, with self-service merchandise available along the 
side, and with selling displays and larger merchandise items 
stacked on top. One disadvantage appears to be the lack of 
visibility throughout the store because of the merchandise 
displays. A limited number of mass selling displays are 
utilized.

Inventory control.— The partner-manager reported that 
this operation exercises very little dollar control in the 
purchasing of merchandise because of the variance in the quan
tity of stock vdiich is carried from season to season. The 
partners depend principally on "want books," wholesale sup
plier representatives, and direct drug detailers, in addition 
to close personal observation, to maintain merchandise control.

Services.— The partner-manager commented that the 
complete fountain service constitutes the chief factor in de
veloping traffic in the store. The store seats 52 customers
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in booths ëmd on bar-type stools. He reported that he has 
seen two stores in the city fail because the fountains had 
been removed.

This store features a trading stamp program which is 
not effective for credit customers unless the accounts are 
paid by the 10th of the month following the date of the 
credit purchases. This is a feature of credit control with 
which this store is presently experimenting. Other devices 
to develop store traffic include the collecting of electric 
utility bills in the community area, a money-order service, 
and special attention to personal services.

The partner-manager described the very extensive 
opening ceremonies, which were carried out the previous week, 
to celebrate the opening of this new unit. He mentioned the 
hiring of a parachute-jump troop, which was the highlight. 
Opening day prizes included two $50 items, a hair-dryer, 
popsicles for all the children, free cigars, and related 
items. Also, the fountain featured hot dogs for 25 cents, 
ice cream sodas for 9 cents, and banana splits for 19 cents. 
He observed that the store was crowded with customers all day, 
and that this rather elaborate opening had been very success
ful.

He reported that one of the most successful traffic 
items has been what he described as a "dump tadsle" in which 
merchandise vdiich is overstocked is loaded into a special 
type table and specially priced. He emphasized that he and
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his partner encourage credit and value the credit customer 
because they know he is a regular customer. Increased busi
ness more them offsets any bad debt losses and has led to 
loyal customers, particularly in the latter half of the month 
when sales ordinarily decrease.

Legal problems.— The new shopping center store has 
been leased at a flat rate. The partner-nanager expressed 
confidence in the firm's lawyer who was responsible for draw
ing up the very detailed partnership agreement which appar
ently provides adequately for continuation of the business if 
one of the partners should die.

Accounting
Accounting information is prepared daily from cash 

register transactions and deposit information on an envelope- 
type summary sheet (containing cash register tapes, deposit 
tickets, amd cash paid-outs) and later turned over to their 
public accountant who uses them to prepare financial state
ments issued biannually. Each store manager makes out his 
own payroll, prepares his own tax reports, and also person
ally enters the accounts receivable in the store ledger. It 
would appear that this is rather a detailed task for a store 
manager. However, it was observed by the partner-inanager 
that one of their principles of operation is that the perform
ance of all possible tasks is carried on by the managers them
selves, hiring as little outside assistance as possible.
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The main cash register is departmentalized for sales 

in each of several departments, including a key for non-taucable 
sales amd one upon which are registered both federal amd state 
taoces.

Personnel
This unit is serviced by two registered pharmacists, 

including the mamager, with six girls generally employed to 
service the fountain and four clerks for clerk-service on the 
selling floor. The phaintnacist employee is a recent pharmacy 
school graduate from Southwestern State College. The partner- 
manager commented that for himself, the 20 per cent interest 
which he is being allowed to buy from store earnings consti
tutes a tremendous incentive to work for the success of this 
operation. Generally, no store meetings are held, amd store 
training consists of clerk supervision by the partner-mamager 
during working hours. No contests are normally held between 
sales clerks, as it is believed that they are not conducive 
to good store personnel relations. Clerks are compensated by 
the use of certain premiums furnished by their agency-supplier.

The store employs a shopping service agency which 
regularly shops for merchamdise amd gives both a merchamdis ing 
and honesty report on the personnel in the operation.

Finam ce

For mamy years the original owner, who is a non
registered pharmacist, has operated a retail drug store in
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another shopping center, located in a suburbzm area on the 
outskirts of this expanding city. This successful operation 
led the owner-manager to form a partnership with another phar
macist, who invested $15,000 in a second new shopping center 
store commenced about two years ago. The second store ini
tially used quantities of merchandise from the original store, 
including an original $15,000 inventory. The store described 
in this case is the third unit, and it has been largely 
financed and supplied by the two earlier operations. Three 
additional pharmacists have joined the partnership, thus in
suring the minimum number of registered phaxrmacists required.

The reasoning used to justify the 20 per cent interest 
of each partner, though little capital was contributed, was 
that these younger pharmacists might not be satisfied working 
for someone else for a long time. Therefore, by making them 
partners in the new store, all three stores would benefit by 
being serviced by capable pharmacists who have a financial 
interest in the success of the operation.

The partners have a plan by which each contributes 
$100 a month out of his paycheck into a "kitty" in which 
money is accumulated for euiy future ventures which may be 
planned. At present, the "kitty" has been used to help 
finance this store. Also, merchandise from the other two 
stores is being used to help establish this new operation.
The pai±ner-owner reported that apparently the bankers, from
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whom considerable financing has been received, have great 
faith in the probable success of this new venture.

Public Relations
Professional relations.— According to the partner- 

manager, physicians are furnished their medicine at cost.
Also, prescription pads are furnished, with the name of the 
store on the pad being optional. Apparently, about 50 per 
cent of the doctors permit this store to place its neime on 
the prescription blanks and about 25 per cent do not. He 
reported that contacts with physicians are very limited, and 
indicated that the principal effort of the store is to estab
lish good relations with the store customers.

Advancement of pharmacy.— The partner^nanager pointed 
out that participation in professional pharmaceutical organi
zations is very desirable. The county pharmaceutical meetings 
held weekly frequently result in disagreements among drug 
store owners, he said. Apparently many pharmacists are not 
willing to go along with a unified plan.

The partner-manager stated that he believes pharmacists 
must do everything possible to discourage fellow members from 
working in discount houses. He is also critical of the grow
ing practice of grocery stores in entering into the retailing 
of drugs, and he believes this is a definite threat to the 
profession of pharmacy. He suggested that pharmacists should 
cooperate and work together in order to solve mutual problems.
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One of the outstanding problems, the partner-manager 

believes, is the tendency of the public today to shop for 
cheap filling of prescriptions. The fact that the prices 
vary among different drug stores and even among different 
pharmacists in the same store presents a poor image to the 
public, he commented. This causes them to question the pro
fessional nature of the pharmacy profession, he believes. 
Originally, it had been possible in many instances to double 
the money on goods sold from the prescription department, but 
he reported that this is no longer possible.

The partner-manager commented that he does not be
lieve in fair trade laws because they represent a form of 
government control and he is in favor of keeping the govern
ment out of business.

Education.— A marketing course and a management course 
are very desirable in the pharmacy training program, the 
partner-manager believes. He said that, in his opinion, it 
is not necessary to specialize to the extent of establishing 
a retail pharmacy merchandising curriculum and a separate one 
for other branches of pharmacy. He believes this can be han
dled satisfactorily through the elective system. He empha
sized that a pharmacist never knows for sure where he wishes 
to practice when he gets out of school. He suggested that a 
store manager greatly needs the ability to orgsmize sign 
cards and have sm appreciation for colors and arrcmgements 
which attract customers.
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Public speaking is a necessary ability, the manager 

believes, because the pharmacist frequently is called upon to 
promote civic enterprises, including such things as cancer 
drives, heart-fund donations, amd similar public benefit pro- 
grauns. He emphatically stated the necessity for more courses 
to increase the pharmacists' ability to sell. He said that 
advertising knowledge is very important, but he doubts the 
possibility of teaching this effectively for pharmacists who 
may enter any type of outlet. He commented that with the re
cent store opening he had lost a valuable opportunity to 
establish business amd good will for the store because he was 
nervous about speaking in public and had assigned this duty 
to an assistant.



CASE 14

Nature of the Store Operation
This is a departmentalized drug store in a shopping 

center in a large city. Annual sales approximate $240,000 
and are maintained on a merchandise inventory valued at a 
cost price of $25,000. The store features the sale of pre
scription drugs, proprietary drugs, cosmetics, photographic 
supplies, complete fountain service, suid an extensive sundry 
department. Credit sales are actively encouraged. Approxi- 
nu'itely 80 prescriptions are filled daily, which constitutes 
40-45 per cent of the total sales.

The store is located on the outskirts of a rapidly 
expemding city of approximately 138,000 inhabitants. It has 
been in operation for approximately two years. The store is 
modemistically designed and arranged, and covers am area of 
approximately 4,000 square feet. This unit operates as an 
agency store under a contract agreement with a national drug 
supplier. It is the second unit of a group of three stores. 
It operates with two partners. One of the partners owned the 
original store; the other partner assisted in the financing 
of this store. A third store, which has been opened this 
year, is also organized as a partnership with five partners, 
two of vdiom are associated with this store.

The assistant manager of this store was the person 
interviewed. He is a young and enthusiastic pharmacist who
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graduated from the pharmacy school at Southwestern State Col
lege a year ago. He stressed that this store is selling serv
ice, which includes special attention to each customer. He 
emphasized that he attempts diligently to know his prescrip
tion customers personally by neune.

Mercdieuidisina
Buying.— This store buys individually, except for a 

few direct purchases which are grouped for the three stores. 
Most direct purchases are made by each store individually, as 
generally each store has sufficient volume to get the maximum 
discount offered by the memufacturers. Merchandise may be 
exchanged between stores vdien one store runs short; otherwise, 
there is very little exchange of merchcuidise. Merchandise 
from this store is now being transferred to the new operation 
to cut down on the expense and make maximum use of all mer
chandise on hand. The store is serviced by local full-service 
wholesalers whose ability to fill orders within fifteen min
utes if necessary makes it unnecessary to carry large drug 
inventories.

Merchandise orders are made principally during the 
first of the month or at the last two or three days of the 
month, depending upon the supplier billing practices. As the 
usual drug suppliers give a 2 per cent discount if the invoice 
is paid within ten days after the end of the month, this 
enables the store to operate on the supplier's money to a
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maximum extent amd still take advantage of all cash dis
counts.

Direct purchases are usually for a 30 to 60 day sup
ply, depending upon the frequency of the visits by the com- 
pamy representative. Direct buying is maiximized to take ad
vantage of the special direct discounts.

Pricing.— Store prices are competitive, both in the 
prescription department amd in the front end. Expensive pre
scription dzrugs carry a 40 per cent margin on the selling 
price; less expensive prescription drugs are marked up 50 per 
cent, with a minimum $1.00 prescription item price. A recom
mended pricing system is obviously not followed because of 
the long-time presence of a downtown discount outlet which 
has broken down the price structure in the area. Although 
traditionally a shopping center location permits a degree of 
pricing freedom because of its convenience in the area, the 
partners nevertheless feel that a very competitive pricing 
policy is good business.

Competition.— The assistant manager believes that by 
stressing both low prices smd personalized service, this 
store will continue to operate successfully. He commented on 
the fact that at least two pharmacies had been established in 
discount operations in this area and are now no longer operat
ing— one in a grooery store and one in a discount outlet. A 
downtown chain drug store, in association with a new discount 
unit operated by the same firm, has opened an outlet with a
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floor space of 20,000 square feet. Including prescription de
partment. It is a serious concern of the partners, but the 
location of these outlets and the absence of credit and de
livery service keep these two outlets from providing severe 
competition.

The assistant mcuiager commented that because of com
petition on prescription drugs, the over-all profit margin 
achieved is about one-half that of a typical small town drug 
store with relative pricing freedom.

The store features specials and price leaders on a 
few items of merchandise to achieve a low price image. The 
partners daily read the newspaper carefully to check on com
petitors' prices and take appropriate action.

Advertising.— The advertising for this store is gen
erally coordinated with the two other stores. Handbills are 
used extensively, with approximately 13,000 distributed each 
week-end by the three stores. The store's advertising is 
based on the principle that each store appeals to a certain 
community area, amd handbills enable this territory to be 
covered most advantageously.

Advertising layouts are composed by the two pairtners. 
They are generally run in the daily newspapers on Fridays and 
Saturdays. A weekly area newspaper is also utilized exten
sively for advertising purposes. Radio and television adver
tising are not used.
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Personal selling.— This store utilizes a self-service 

arremgement in which the customers can use baskets if they 
wish. Merchandise is arranged on rather high gondolas, with 
displays ëmd specialty items often placed on top of the gon
dolas. One apparent disadvemtage appears to be the lack of 
visibility throughout the store because of the quantities of 
merchandise. Clerk assistance is also available. The store 
features bargain tables in the front of the store, which are 
used as a device to move older merchandise. These specials 
are marked down from the original price.

Service is concentrated in the drug department. The 
store pharmacists make a diligent effort to know all their 
prescription customers by name, amd they frequently walk out 
in front of the prescription department to talk personally 
with customers. They also make an effort to talk with each 
customer when the prescription is delivered.

A check system is used at the check-out cash register 
to insure that payment is received for all prescription drugs 
dispensed. A double tag is used, one-half of which is re
tained in the prescription department, emd the other half of 
which is retained at the check-out register. These are com
pared for control at the end of each day.

Services.— This store offers credit service, delivery 
service, amd complete fountain service. Also, money orders 
are provided, and electricity bills are serviced. Prescrip
tion customers are given free fountain tickets vdiich entitle
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them to coffee or cokes while they wait for their prescrip
tions to be filled. The store owns and operates its own de
livery vehiclef which is a small foreign car identified with 
appropriate advertising.

Accounting
A daily summary is maintained on a large envelope, 

which contains the day's cash register tapes, deposit tickets, 
cash paid-outs, and related accounting data. This is then 
turned over to the public accountamt.

The public accountamt prepares biamnual statements. 
Inventory is taken once a year and consists of a very brief 
adding machine tape type of inventory without individual 
identification of merchamdise items. Accounts receivable are 
processed by the store manager, who personally posts the 
credit tickets to a bound ledger in which the accounts are 
maintained. This posting is generally done in the morning 
after the store first opens when business is slack.

Personnel
The prescription department is serviced by the man

ager and assistant manager. During emergencies, gdiarmacists 
may help from the other two stores.

This store is staffed with twelve employees, which 
consist of the two pharmacist managers in the prescription 
department, six girls who service only the fountain area, emd
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four clerics who sell, clean merchamdise, run errands, deliver 
prescription drugs, and perform other duties.

It is the responsibility of the pharmacists to check 
in merchandise orders, set up merchandise displays, sell on 
the floor during rush periods, and order merchandise.

Finance
The original store in this operation has been oper

ated for many years by an individual vAio is not a registered 
pharmacist. He and the mamager of this store established a 
partnership to form this unit. The new paxrtner, who gradu
ated from pharmacy school about six years ago, invested 
$15,000 in this store, and the owner of the original unit con
tributed about the same amount in merchandise. With the aid 
of borrowed capital from the local bank, tiiis business was 
established. The store first operated on a shoestring, order
ing every day to stock the prescription department and buying 
most of the front-end goods on delayed payment.

The assistant memager related that very recently a 
third store has been op>ened. This store is owned by five 
partners, including the two partners in this store and three 
recent pharmacy school graduates from Southwestern State Col
lege. The assistant manager reported that the original store 
owner considered this a mesms to secure parmanent help in the 
prescription department and insure the retention of capable
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pharmacists who might otherwise eventually seek to own their 
own stores.

The new store's capital is being furnished princi
pally by meams of borrowed capital amd merchamdise bought on 
delayed payment. A note has been signed by the partners in 
this store to secure the loan. Also, all five partners in 
the new store operation have, for the past two years, con
tributed $100 per month each from their pay checks to help 
establish the capital which has been used in the new store 
operation. This has aunounted to $500 per month, or $6,000 
per year.

The assistant mamager was extremely enthusiastic 
about the new plan, in which he is being allowed to purchase 
a 20 per cent interest in the new store operation after only 
being out of pharmacy school for a little over two years. He 
remarked that he thought this was pretty good financial pro
gress as his total capital two years ago was $700. (It ap
pears that at present the five-partner arrangement is working 
very satisfactorily. It remains to be seen whether or not 
this large a partnership will prove successful over a period 
of years.)

This store operation always takes advemtage of all 
cash discounts, even if it involves borrowing the money from 
the local bank. Purchases are planned to take maximum advan
tage of credit terms emd still be eligible for the cash dis
counts .
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Public Relations

Professional, customer, and employee.— The physicians 
for whom this store fills prescriptions are furnished their 
medicine at cost. They are also supplied with prescription 
pads, either with the store's name or without, as the physi- 
cicm desires. Twenty per cent discounts are given nurses and 
all others in allied medical services. New doctors are inter
viewed and acquainted with the store's services.

Customers are entitled to return emy merchandise emd 
get credit, according to the store policy. Diligent attempts 
are made to keep the customers' good will.

Advancement of phaunoacv.— The assistantHDoanager is 
concerned about the recent establishment of a new discount 
outlet and the probable opening of an even larger one in the 
near future. He believes that pharmacists should take active 
steps to prevent other pharmacists from working in these 
types of outlets, as he believes they are endangering the 
pharmacy profession. He is also concerned about the trend 
toward establishing prescription departments in grocery 
stores. Although a recently established grocery prescription 
department is currently without a pharmacist, and although a 
discount house has recently closed its prescription depart
ment, it nevertheless appears that this type of outlet may 
soon be a threat to the price structure in this area.

All pharmacists in the combined operation belong to 
the county pharmaceutical association.
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The assistant manager reported that prescription cus

tomers are furnished copies of prescriptions as are other 
ethical drug outlets. He indicated that they do not recipro
cate with the discount outlets as they do not respect the pro
fessional pharmacy code and do not charge the original price 
on a prescription refill. Instead, they attempt to discredit 
other outlets by their pricing policies. While they do not 
reciprocate with these outlets, a customer is free to person
ally secure a copy of a prescription cuid take it where he 
wishes.

The assistant mcinager criticizes the ''lazy" pharma
cist who doesn't want to leave the prescription department to 
greet the customers. He believes that a successful drug 
store cannot be built by a pharmacist who only sees the cus
tomer through a prescription window. Community peurticipa- 
tion and over-all civic relationships play a very minor role 
in this type of store operation.

There are a few doctor-owned prescription clinics or 
dispensing doctors. A studied effort is made to inform the 
patient of any drug effects which might result from the cus
tomer's use of a drug. Detailed explemations are made to 
customers, explaining to them that certain drugs have pecul
iar side effects. A distinct effort is made to supply the 
prescription customer with full information about the drug 
dispensed and thus provide a personal service to the customer.
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Education.— The assistant phaunoacist believes that 

pharmacy management courses do not require a separate curricu
lum for hospital and prescription shop operators as distin
guished from retail pharmacists. He believes this can be 
handled satisfactorily by allowing elective courses in the 
pharmacy curriculum. He believes that selling should be 
stressed. Also, because of the demands on the pharmacists to 
aid in community health projects, he believes that public 
speaking training is most desirable. He commented that his 
algebra course in college has helped him some in figuring 
proportions necessary in filling prescriptions.

The assistemt mamager particularly stressed the need 
for more business management and accounting courses. He in
dicated that he needs to know more about how to buy merchem- 
dise and make decisions in regard to the adviscd)ility of buy
ing for discounts or for fast turnover of ^rchandise stock. 
Particularly, he emphasized the necessity for am adequate 
knowledge of discounts. He values the economics course which 
he recently had in college. While he believes that personnel 
mamagement must be largely learned on the job, he neverthe
less thinks that much basic knowledge in this regard can be 
learned in college.

The assistant mamager expressed particular apprecia
tion and admiration for the guidance and insight furnished to 
him by a Southwestern State College pharmacy professor who 
has previously been a retail store owner. He believes that



288
this type of background is invaluable for a pharmacy pro
fessor.



CASE 15

Nature of the Store Operation
This Is a general type drug store in a shopping center 

with emnual sales of approximately $400,000. The merchandise 
inventory is valued at a cost of approximately $45,000, with 
a stock turnover of over six times a year. Approximately 50 
per cent of the total sales are in the prescription depart
ment. Credit sales approximate 50 per cent of all sales, and 
accounts receivable outstanding are extensive. The store oc
cupies an area of 3,000 square feet. This achieves a sales 
figure of $133 per square foot of floor space, which is an 
extremely high figure. The store features the sale of pre
scriptions, cosmetics, photographic supplies, emd gifts êuid 
has a complete fountain service.

The store is located in one of the older shopping 
centers of a city of over 128,000 inhabitants. The customers 
in this area of the city cire in the lower to middle income 
group. Its location in the end position of the shopping cen
ter makes it re^ily accessible to the street. The store is 
crowded with merchandise and presents a slightly cluttered 
appearance. It maintains four general service telephones to 
the prescription department.

The store operates as a corporation, with two former 
partners each owning 49 per cent of the stock and the company 
accountant, the remaining two per cent. It was bought by the
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present two partners about six years ago, soon after their 
graduation from the School of Pharmacy, Southwestern State 
College, emd through their intensive effort has been very suc
cessful. Two years ago these two partners opened up a new 
euid larger drug store in another shopping center in this city, 
which has a higher income clientele. The two principal stock
holders in the store own a two-thirds partnership interest in 
the new operation. Store policy between the two stores is 
closely coordinated. A pharmacy school graduate from South
western State College who graduated about four years ago acts 
as assistant manager emd was the person interviewed.

Merchauidisinq
Buvinq.— This store buys from one full-service whole

saler with incidental buying from two others. Considerable 
direct buying is also done. This store is not associated 
with any cooperative buying plem. It features private brand 
drug items which are bought because of the higher margin of 
profit which exists on these items.

Pricing.— Prescription drugs are priced in accordance 
with general pricing policies in the area, with the exception 
of one grocery prescription outlet. Prices in this store are 
competitive on front-end merchcuidise. "Loss leaders" and 
price specials are used to create a low price image to the 
public. This store utilizes a special table in the front of 
the store upon which old etnd slow moving merchandise is
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marked down in price. This table display has been very suc
cessful in moving unwauited merchandise.

Special prices are featured on soda fountain items to 
increase store traffic. For example, a free milk shake is 
offered for each $3.00 purchase of school books during "Back- 
to-School Week."

Competition.— Because of its somewhat isolated loca
tion in the city, this store experiences little direct compe
tition in the immediate area. A chain store grocery outlet 
is presently the only prescription items outlet which attempts 
to discount prescription drugs, emd pharmacists in the area 
are using pressure to discourage this operation because of 
the pricing implications vdiich are involved. No copies of 
prescriptions are exchanged with this outlet. It appears to 
the assistemt manager interviewed that this store is using a 
policy of pricing the filling of the first prescription to a 
customer at a very low price to obtain business emd there
after increasing the price. The infonnant reported that some 
physicians in the area are also discouraging this outlet by 
refusing to permit refills on prescriptions to customers who 
insist on patronizing this store.

It also appears to the assistant manager that a phar
macy clinic in the area may have special arrangements with 
physicians vhose customers have their prescriptions filled at 
this clinic.
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Advertising.— Advertising consists principally of 

heuidbills which are fairly regularly distributed in the gen
eral area of both this store and its companion store. Most 
advertising copy is prepared in the store by a very capëd>le 
employee. Very little newspaper advertising is done.

Selling.— Because of the crowded condition of the 
store, most selling Is done through clerk service. Customers 
are cultivated extensively by a calculated policy, particu
larly by the pharmacists in the operation, to remember first 
names cuid also to establish a topic of conversation with each 
customer which represents some personal interest to vdiich the 
customer responds. The informant reported instances of cus
tomers driving long distances to patronize this store because 
of the friendly greeting with vAiich they are received. The 
informant cautioned that the ability of the customer to buy 
qucintities of merchandise cannot always be determined by ex
ternal appearances, relating that often the "weather-beaten 
cowboy" turns out to be a very wealthy rancher.

Inventory control.— The informant commented that drugs 
are arranged alphabetically in the drug department for easy 
location, with the exception of dangerous drugs, which are 
segregated. Inventory control is maintained by visual obser
vation, aid from drug suppliers, and the use of "want books."

Excess merchandise stock are often donated to a medi
cal clinic, and toys are donated to a local orphsmage. The 
fair market value of these items can be used as an income tax
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deduction, which serves three purposes: (1) it disposes of
excess stock, (2) it may be financially profitable, emd (3) it 
serves em extremely worthwhile purpose.

Services.— A popular service for customers is the fur
nishing of free cokes and coffee to prescription customers 
while they wait for their prescriptions to be filled. The 
informant reported that this usually costs only $2.00 to 
$3.00 per day, which is a very slight cost in relation to the 
good-will which is established.

Legal problems.— The informant reported that because 
of his rather extensive knowledge of drugs he is often con
sulted by the sheriff and others vdio ask him to testify in 
court proceedings. In these cases expert knowledge of drug 
effects is important. He also reported that this store was 
recently involved in a liability claim in which a porter 
claimed that he suffered physical injuries from an accident 
occurring on the store premises.

The informamt also commented on the fact that drug 
stores are often checked by Food amd Drug Law enforcement 
officers who attempt to purchase prescription drugs without a 
prescription in order to enforce federal regulations against 
this practice. He indicated that a pharmacist must constamtly 
be on his guard against committing some small violation by 
which he might get into trouble. He stated that fAiarmacists 
often cooperate in spreading mutuaüLly helpful information in 
regard to the presence of inspectors in the area. Often, he
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continued, the pharmacist can work closely with doctors on 
this problem, who generally will give the pharmacist a meas
ure of assistance.

Accounting
Daily cash register data are forwarded to the store 

accountant, who supervises the processing of accounting data. 
All invoices which require payment are also forwarded to this 
accountant, who makes all payments. Accounts receivable are 
processed by a commercial firm, to whom accounts receivable 
data are forwarded. This firm supplies a microfilmed copy of 
the customers' ledger accounts to the store once a month, 
where, with the aid of a projector, this information is re
layed to the customer. This projector also contcdLns a copy
ing device whereby the customer is furnished a copy of his 
account. All payroll and teuc matters are handled by the pub
lic accountamt.

Personnel
The prescription department is normally serviced by 

three pharmacists. Four fountain girls are regularly em
ployed, along with five clerks. These individuals operate in 
shifts, which are regulated for maximum efficiency.

All pharmacists in this operation are furnished with 
memberships in a private club as a matter of store policy. 
Also, an airplane is owned by the corporation and is available
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for the use of registered pharmacists vdio work for either 
store. An outboard motor boat is available for store em
ployees . The use of the airplane and boat is carefully 
scheduled, cuid no individual is given precedence over another.

Finance
The present two controlling stockholders in this 

store, which was originally a partnership, were classmates in 
the phëunoacy school at Southwestern State College about seven 
years ago. Soon after both of them left school, they investi
gated the purchase of this drug store from an older man. Al
though neither pharmacist had finemcial resources, they en
tered into an agreement to buy the store for approximately 
$84,000. The seller also operated another drug store in the 
city. According to the agreement, one of the classmates 
agreed to work for the seller in his store for a full shift 
of one year, in return for having his full salary applied as 
a down payment on the purchase of this store. In addition, a 
$2,000 down payment was made by the partners on the purchase 
contract.

For the next year, this partner worked a full shift 
for the seller in his store as part of the down payment, in 
addition to working smother full bhift in the store which was 
being purchased. The other partner worked in another store, 
smd also filled one shift in the store being purchased. Thus 
for a period of eight months, each partner worked two full
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shifts, and the two partners lived on the salary earned by 
the one partner working for wages. No money was taken from 
the store. After a period of eight months, business improved 
to such an extent that the partner working for wages was able 
to terminate his employment, and the partners began taking 
living expenses only from the store. The store was success
ful from the beginning.

The informant related that it is the present belief 
of the original partners that the seller expected them to be 
unable to continue to make payments on the note emd fully ex
pected to regain control of the store. He indicated that the 
original partners, who are the principal stockholders, now 
feel that the store was over-priced about $18,000. Neverthe
less, the pairticipants are grateful that this rather unusual 
financial arrangement permitted them to get into business. 
They are apparently convinced that it is much easier to pur
chase an established store which possesses a considerable 
amount of good will than it is to open a store in a new area, 
such as their present new unit, and slowly build up the good 
will themselves.

About three years ago a very large discount type of 
drug store failed in this city, and the partners purchased 
the entire prescription stock, including the prescription 
files. Fixtures were also purchased at very advemtageous 
prices. The stockholders believe that this very profitable 
purchase has given a considerable impetus to the success of
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their entire operation. Upon purchase of the prescription 
files, the owners of this store advertised that copies of 
prescriptions were available to other druggists, emd the pre
scription business, as well as the good will of this store, 
was considerably increased.

Public Relations
Good will is built in the community by an arrangement 

in which a free medical clinic is operated by doctors, pharma
cists, cuid volunteer workers in the community. A wife of one 
of the store's stockholders works regularly one day in ten in 
this clinic; also, the store furnishes a pharmacist about 
once a month to assist doctors in the clinic. The store 
donates medicines and drugs, which con&ist partly of dated 
stocks which are approaching expiration date but which are 
still effective. Mcuiufacturers' representatives, who may 
give credit on the return of this dated merchandise, are en
couraged to donate these medicines to the clinic. Often toys 
which are not moving are also donated. It is possible to 
take an income tax deduction on the fair market value of the 
merchandise donated.

This store maintains vaccine stocks as a service to 
doctors in the area who do not wish to stock this type of 
item. The informant reported that this creates a considerable 
amount of good will among doctors.
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Advancement of pharmacy.— The pharmacists in this 

operation take an active interest in the community. In a 
city this large, the personal activities of the pharmacist 
are not nearly as comprehensive as they may be in a smaller 
community.

The owners are particularly interested in maintaining 
ëui effective county pharmaceutical association, without which 
they believe that the profession of pharmacy as it is now 
practiced could not exist. They are fearful of the effects 
of discount operations in the area, though they believe that 
personalized service is much more effective in promoting cus
tomer relations than price appeal. A new discount operation 
is reported to be planned in the area.

The informant reported that management training is 
very importemt in the pharmacy curriculum in a college. He 
would like to see more of it taught. A knowledge of human 
relations and a pleasing personality are invaluable in the 
successful operation of a retail drug store such as this, the 
informant commented.



CASE 16

Nature of the Store Operation
This is a new shopping center drug store located in a 

city of over 128,000 inhabitants. The store has been in 
operation for about two years, euid its sales eunount to about 
$375,000 cuinually on a merchemdise inventory valued at a cost 
of $65,000. The prescription departnent accounts for about 
35 per cent of the total sales, one-half of which are on 
credit. The store is operated in conjunction with an older 
shopping center store in another part of the city, which main
tains a similar volume of sales. This new store represents 
2U1 expansion achieved by the success of the original store. 
Accounts receivable for the two operations are combined, with 
approximately $10,000 representing the outstanding accounts.

The store features full drug and prescription depart
ments, as well as cosmetics, photographic supplies, gifts, 
and a complete fountain service. It occupies cui area of 100 
by 60 feet, and was designed by the shopping center archi
tects. The store has been publicized in a national drug maga
zine as having a model store layout, utilizing new fixtures 
installed by a prominent wholesale establishment in this area. 
It is arranged to enable employees to locate merchandise and 
displays with meiximum speed and efficiency.

This shopping center drug store is located in close 
proximity to a giant food chain store and a chain variety

299
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store. An Important factor in the success of the store ap
pears to be its position in the shopping center where it can 
be seen by street traffic from two directions, it is situ
ated in the end position closest to the street. The store is 
open weekdays from 7:30 A. M. to 10:00 P. M. and on Sundays 
from 8:00 A. M. to 8:00 P. M.

The store manager graduated from the pharmacy school 
at Southwestern State College about six years ago. He pur
chased a 25 per cent interest in the store from the two con
trolling partners who own and manage the original store. He 
is an aggressive, alert individual and keenly interested in 
the success of this operation. He believes that the typical 
general type drug store represents pharmacy at its best, pre
senting the greatest opportunity for the pharmacist to serve 
the most people.

Merchandising
Buying.— The partner^nanager reported that this store, 

in conjunction with the original store, buys principally from 
one particular full-service wholesaler in the area. The com
bined operation buys more from this source than any other 
outlet in the city. The partner believes it is better to 
concentrate all purchases with one supplier than to distrib
ute them to several, thereby securing special attention and 
service. As yet, this store is not participating in the vol
ume buying cuid advertising plan sponsored by another
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full-service wholesaler for independent druggists. The part
ner believes that the advertising methods used by this group, 
which include using pharmacists' pictures in advertisements, 
do not promote professionalism. This is a type of advertis
ing used by merchsmts in other types of business. He pointed 
out, however, that the cooperative buying and advertising 
plem does have merit and indicated that at a later date he 
and his partners may consider entering the program if they 
will have some control of the type of advertising to be used.

This store is experimenting with a new type of drug 
selling vdiich seems to be gaining favor across the countzry. 
The store and other similar operations sure buying over-the- 
counter drug products such as cold preparations, throat 
sprays, and vitcuoins from manufacturers vAio put the name of 
the store on the items of drug merchemdise smd allow the 
store to select the brand name. He explained:

We purchase these unnamed brands from a special 
source, smd practically all of our customers will 
têüce our professional advice smd buy these brands if 
we explain that our own brands contain the same in
gredients as name breuid drugs.

He reported that the use of these private brands enables the
store to make a much higher margin of profit than would be
possible by selling conventional brand name drugs.

The store is supplied by the conventional sources, 
including substantial direct buying from manufacturers. Gift 
items are purchased at special gift shows promoted in a
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nearby national marketing center. This store operates inde
pendently.

Pricing.— The partner reported that prices are very 
competitive in this area, particularly on front-end merchem
dise. He commented that to some extent, he emd his partner 
use the following philosophy in buying: "Buy for the poor
emd walk in riches— buy for the rich and end up in rags." 
Generally, recommended pricing policies are followed in the 
prescription department.

The store features "loss leaders" emd special low 
prices to give a low price image to the public. These lead
ers are almost a necessity, the peirtner commented, in order 
to remain competitive. It is necessary to attract customers 
into the store at emy cost, he said, in order to build store 
traffic. He explained that fair trade laws do not always 
operate in the manner most people think they do. He indi
cated that the fair trade prices set by nanufacturers are 
minimums, and that by not having fair trade, stores such as 
this may be able to set higher margins on certain types of 
merchandise. It is customary for the minimum fair trade 
prices to become the generally accepted sale prices. The 
partner would like to see a good fair trade law passed, but 
believes that a poor fair trade law is worse them none at all,

The informamt reported that special prices are fre
quently featured on fountain items in order to stimulate 
store traffic.
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Competition.— This city has one grocery chain store 

which features a prescription department. The grocery chain 
discounts prescription drugs, but does not appear to be doing 
a large volume of business. Prices are cut from those recom
mended by a pricing schedule utilized by some stores in this 
area. The partner interviewed believes that frequently this 
outlet, when presented copies of prescriptions for filling, 
will charge below the recommended prices, at least on the 
first prescription, in order to create a low price image.
The partner expressed some concern about this trend in drug 
retailing. Prescription departments are being installed in 
food stores, he said, in order that many drug items may be 
sold only in drug outlets which are properly licensed.

Pharmacists in the area do not furnish copies of pre
scriptions when the prescription department of this grocery 
chain requests them. These pharmacists feel that this type 
of food store outlet is a threat to the professional practice 
of pharmacy. One of the physicians in the city has objected 
violently to this prescription policy, but most of the physi
cians have not complained.

The manager also reported what he apparently believes 
to be an extremely unethical clinic pharmacy operation. He 
believes that this clinic pharmacy regularly returns a 25 per 
cent rebate to physicians who send their patients to this 
pharmacy. The pharmacy refuses to requdst copies of prescrip
tions from other drug outlets, encouraging the physicians to
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write repeat prescriptions. This serves to increase the num
ber of new prescriptions filled. The manaÿer was critical of 
the Americam College of Apothecaries for recently adimitting 
this clinic pharmacy as a new member, which seemed to indi
cate that this national organization was not aware of the 
opinion of most of the practicing phazmacists in the area.
The informant believes that one of the best recommendations a 
pharmacist can have is that of his competitors.

No discount houses in this area operate prescription 
depertments yet, although much front-end merchandise, includ
ing proprietary drugs and toilet articles, is discounted.

Advertising.— The manager considers personal service 
as the most important element in a drug store operation cuid 
the best advertising a firm can have. He pointed out that 
his operation does not engage in extensive newspaper adver
tising; instead, handbills are used extensively to feature 
price leaders. A trade area map of prospective customers has 
been prepared by using a registration device in connection 
with a special promotion to indicate in what areas the 
store's customers reside. This has been analyzed in order to 
establish distribution areas in which to utilize handbills 
effectively.

The store uses radio advertising in addition to 
limited newsp>ap)er advertising. Most advertising copy is pre- 
p>ared by em employee in the original store op)eration who acts
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as "art man" in this joint operation. An advertising serv
ice is not used.

Personal selling.— The manager stressed that this 
operation emphasizes an attempt to recognize the maximum num
ber of customers by their first neunes, as they operate with 
the belief that nothing establishes closer relations with 
customers than calling them by name. Personalized selling is 
emphasized by meems of managerial supervision, and consists 
of personal supervision by the manager of employees on the 
job. Store meetings are occasionally held to emphasize the 
selling function, smd generally employees of both stores at
tend .

Although limited mass displays are utilized, the man
ager believes that the importance of such displays can be 
over-emi*iasized. Apparently he has had success in selling 
merchandise by simply arranging it on available gondolas in a 
simple manner. The rather expensive new store fixtures and 
installations designed by a major full-service wholesaler 
provide adequate browsing space around each gondola emd lead 
to satisfactory sales. The cosmetics department curves 
around the comer of the store, preventing the patrons from 
getting the crowded feeling usually associated with corner 
departments. This department also has its own wrapping coun
ter. The prescription department has a low ceiling which ex
tends outward in order to emphasize the department. The pre
scription department measures 28 by 20 feet and is raised in
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order to emphasize the department and to provide easy visi
bility throughout the store. The prescription area features 
counter displays of packaged medicines emd prescription acces
sories. A check-out cash register is located in a check-out 
island adjacent to both a side entremce and a front entrance 
to the store.

The manager commented that the store was originally 
laid out by the shopping center designers in an unsatisfac
tory manner, and that the partners have since corrected this 
situation by installing a new door adjacent to the prescrip
tion department, thus providing a side entrance. It appears 
that this new entrance is servicing more traffic than the 
ones originally planned. He said that if the store were to 
be rebuilt, it would be re-arranged in a manner which he be
lieves would be more effective. The manager emphasized that 
he is aware of another similar operation in the city in which 
a failure to recognize traffic patterns is apparently seri
ously endangering its success.

Inventory control.— Inventory control consists of 
individual supervision of merchandise purchases rather them 
the employment of any systematized control. The manager 
indicated that the use of biemnual financial statements pro
vide a certain amount of control.

Services.— According to the manager, the motto of 
this store is "service for the customer." He believes that 
the most effective service device in the store is the soda
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fountain. The rather extensive gift lines are a very good 
attraction, he said, bringing many customers into the store. 
Apparently the store provides services which the customer can
not obtain elsewhere in the evening hours because other out
lets have closed. The manager stated, as an illustration, 
that he is stocking thread because he has had several calls 
from women wishing to sew late in the evening.

The store provides free coffee and coke tickets for 
prescription customers, to be exchanged at the soda fountain 
while the customers are waiting for the prescriptions. The 
manager believes that this is a very impoirtant service.

Credit practices.— The store emphasizes extensive 
credit sales. Credit applications are required of customers 
who apply for credit. Apparently the store manager thinks it 
is not practical to restrict credit sales to any minimum 
amount, but prefers to offer credit privileges to all approved 
customers. This operation experiences less than one per cent 
bad debt losses.

It was indicated that collection procedures are a 
very important part of the credit operation. The partner has 
available the proper forms for filing bad check claims with 
the county attorney. In the small cledjns procedure, the 
store manager prepares the complaints and files them with the 
justice of the peace, who then mails them by registered mail 
to the persons with delinquent accounts. If no reply is re
ceived within 10 days, the drug store then automatically
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secures Judgments against the individuals. The store also 
maintains a rotary file of bad check risks at the front-end 
register and at the fountain register.

Legal problems.— The manager stressed that a lease 
agreement must be carefully drawn, and that it is importemt 
to have it drawn by a qualified attorney. Although this mem- 
agement employs one of the better lawyers in the city, one 
sentence «diich was omitted from the lease has cost the owners 
$5,000. Apparently a drug store discount chain desired this 
shopping center location and attempted to challenge the lease 
agreement which the owners had with the shopping center pro
moters. The manager indicated that although the lease held, 
an oversight was found in regard to the air conditioning cost 
provisions, which resulted in this additional expense.

Accounting
Accounting statements are prepared biannually emd are 

carefully compared with national averages in evaluating the 
effectiveness of this operation. Daily business summaries 
are prepared emd turned over to the accountants. All bills 
are forwarded to the accountemt for payment.

The accounts receiveûsle are processed by em outside 
accounting firm. This firm utilizes a special process in 
which microfilmed copies of all accounts receivable are kept 
in a microfilm projector located in the prescription depart
ment, emd in a matter of seconds the customers' accounts cem
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be projected for examination. The projector also Includes a 
device whereby copies of the accounts can be made Immediately 
by a copying process and then given to the customers. This 
system appears to be working satisfactorily, with the princi
pal weakness appearing to be the time lag Involved.

The store makes copies of all charge sales and credits 
In triplicate. One copy Is given to the customer, one copy 
Is retcd.ned by the store, and the third copy Is forwarded to 
the accounting service after being totaled for accounting con
trol. This firm then posts the charges and credits to the In
dividual accounts amd furnishes the previously mentioned 
microfilmed copy monthly to the store. It also takes care of 
monthly customers' billing. It appears that this may be a 
new method of accounts receivable bookkeeping, which may Indi
cate a change In accounts receivable processing that may be 
widely adopted In the future by firms which conduct a consid
erable amount of credit business.

The prescription department maintains. In addition to 
legally required records, cm additional alphabetical locator 
system wherehy Individual customer prescription records can 
be easily located.

The store uses a multi-drawer type cash register 
vdilch permits separate handling of cash by each employee.
The cash register enables the manager to know who Is making 
mistakes. It also permits departmentalization to a high de
gree because of Its capacity to accumulate several totals.
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One key is utilized to record both the federal and state tcoc, 
and another key to record non-taocable sales.

The manager related that this type of cash register 
was purchased after a shortage of cash of between $2,000 amd 
$3,000 had been discovered in their joint operations, for 
which they could not account. Although the cash register 
cost approximately $4,500, the manager believes it is well 
worth the money. The services of a firm which specializes in 
checking on employee integrity and merchandising efficiency 
is also employed. This is known as a "checker** service.
There are several devices that a competent manager can employ, 
he said, to check the honesty of his employees.

The mamager pointed out that the person in charge of 
the store totals each cash register every evening and takes 
the tapes to a place where they are not available for the in
spection of the employees hauidling the cash. The cash is 
then totaled by the employees and the totals must agree with 
the cash register tapes. The manager indicated that he in
sists on cm accurate operation of the cash registers. If 
someone is suspected, this fact is either referred to the 
internal "checker" service, or some device is used to check 
the employee. The store manager emphasized that accounting 
and finemcial control are extremely important in this type of 
large operation.
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Personnel

The store is serviced by two registered pharmacists 
emd eight employees who constitute the average working force. 
Only trained personnel are hired, as the firm considers it 
too expensive to train employees. However, the manager said 
he would like to train his own fountain help if he had time, 
as he considers this a particularly importemt function in the 
store operation.

Employee supervision consists chiefly of correcting 
the mistakes of the employees. The msmager believes that 
store meetings are beneficial, but finds that it is difficult 
to schedule them.

The appearance of employees is a most important fac
tor, according to the manager, in presenting a good store 
image to the public. He was forceful in emphasizing that 
there is no place for persons of unpleasëmt personality in a 
position where they come into contact with customers. He 
cautioned against letting "hard luck" stories and emotions 
interfere with good business judgment in the matter of select
ing employees.

The manager said that supervision of personnel is the 
outstanding problem in mëinaging the drug store, indicating 
that a mêmager has to be constantly on the alert to make sure 
that the employees provide the proper service for the cus
tomers.
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According to the manager « any pharmacist who accepts 

employment with this firm will have detailed management re
sponsibilities. If the store manager is absent from the 
store, the pharmacist on duty is automatically in charge. 
Therefore, he has the authority to discharge personnel or 
carry out other numagement responsibilities.

The manager believes that pharmacists present a bet
ter image to the public when pharmacy jackets are worn on 
duty. However, his partners disagree, amd the present dress 
is a white shirt and tie.

This joint operation maintains an airplane and pro
vides private flying lessons for pharmacist employees who may 
wish to learn to fly. The firm owns an outboard motor boat 
which is available for the use of store personnel. The man
ager believes that these fringe benefits improve employee 
morale. All pharmacists are granted equal privileges. If 
the memager takes a week-end off duty, the other phcirmacist 
in the operation is also entitled to the same privilege.

Finsuice
Capital finance.— The store is finemced principally 

by the two original partners, both of whom are recent phar
macy school graduates at Southwestern State College who 
established the original store operation in another shopping 
center about six years ago. They bought the original store 
from an older man who allowed them to pay for it almost
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entirely from current earnings. By initiative and hard Work, 
that operation proved successful.

The partner interviewed contributed an original 
$15,000 share and has a 25 per cent interest in the store.
He shares equally in management control with the other two 
partners. The new store was partially stocked from the older 
store, which reduced expenses considerably. The partners are 
currently meeting a $2,500 monthly obligation in retiring the 
indebtedness on the new outlet. Although it appears that this 
is a difficult obligation to meet, the manager reported that 
they appear to be meeting it successfully.

The partner-manager emphasized that he considers it 
very importsmt that partnership agreements be in writing. He 
had participated previously in another operation as a partner 
under an oral agreement. Misunderstandings arose, including 
disagreements on store accounting procedures, vdiich led him 
to terminate the relationship. He now emphasizes the impor
tance of a partnership contract drawn up by a competent law
yer to prevent misunderstandings.

Insuremce.— The manager said that an extensive cuoount 
of insurance is carried. Although the cost is high, he con
siders this a very necessary expense.

Public Relations
Professional, customer. and emplovee.— Close relation

ship# are maintained with the physicians in the community.
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Special effort is made to contact physicians personally and 
work closely with them. Apparently this effort has been very 
successful.

Advancement of Pharmacy.— The manager considers em 
effective emd active local pharmacy organization a necessity 
if pharmacy is to be a profession. He mentioned that a trade 
meeting is held once a month with other pharmacists in the 
area. Druggists are notified of reported infractions, and 
they are exeuained before the group to make sure that all phar
macists in the area maintain professional stemdards which are 
mutually satisfactory. He informed the interviewer that this 
is done through a "grievance" committee %diich presents spe
cific charges against individual members and takes the floor 
in debates over these particular problems. Stores in the 
area are "shopped" to determine sales policies.

The manager is severely critical of pharmacists vdio 
practice in non-drug outlets. He stated that he knows a phar
macist who receives $1,000 a month for working in a grocery 
chain prescription outlet. He believes that this pharmacist's 
salary will eventually be reduced. He said:

He knows and we all know that when they can get 
a man for $500 they'll release him or reduce his 
salary. He is, in ny opinion, "^selling out' his 
profession.

The partnerMoanager is sensitive to criticism which 
retail departmental drug stores often receive from profes
sional prescription shops. He commented :



315
I disagree with the professional prescription 

shop managers who claim they are more 'ethical* them 
retail drug store managers. They're open perhaps 
from 9:00 A. M. to 5:00 P. M. and they many times 
will not open for an emergency or leave their emer
gency telephone nuxnbers with the physicians. People 
don't get sick on schedule. If we are profession
als, we must furnish twenty-four hour service.
Actually, we get new business this way from the pre
scription shops. We'll accommodate patients or 
physicians after hours— emd they often transfer their 
business to us. We make it a practice to leave our 
telephone number with physiciems emd notify them 
where we cem be reached on holidays.

Education. — The partner-memager indicated that it is 
generally necessary for new pharmacists to leam the front- 
end operation of a retail drug store. He indicated that he 
could teach the pharmacists to operate the prescription de
partment in a couple of weeks, but it is also importcmt for 
them to know how to handle cash registers, to locate merchan
dise, and to deal with the customers. He commented that phar
macists must be able to meet the public and to develop public 
relations in the front of the store as well as to operate the 
prescription department. In his drug store he desires the 
pharmacists to develop personal contacts with customers. He 
said that it is embarrassing to employ a pharmacist whose 
certificate verifies that he has had practical experience, 
but who cannot operate a cash register and cemnot even make 
change.

The partner^nanager observed that, even though a 
speech course might be helpful, the pharmacists' relation
ships with customers are developed principally by repeated
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day-to-day contacts. He thinks that speeches before dinner 
clubs are not sufficient to "sell" pheurmacy to the public.
He believes that pharmacy is sold by the manner in vdiich pro
fessional pharmacists treat the customers.

Although he reccmmends that pharmacists have a good 
general education and academic training, the partner-manager 
believes it is particularly importemt for pharmacists to de
velop the ability to meet the public. He recommended that 
the pharmacy school provide the necessary managerial back
ground subjects upon vdiich to build specific knowledge which 
he believes can be effectively learned only through practical 
experience.



CASE 17

Nature of the Store Operation
This is a modernistic eUid relatively new drug store 

with sales of over $300,000 cUinually. The prescription de
partment accounts for approximately 25 per cent of the total 
sales. Charge accounts are encouraged, and the store does an 
extensive credit business.

This store is located in a relatively new shopping 
center on the outskirts of cin expanding town of 21,000 in- 
habitamts in close proximity to a military base. The store 
is located at one end of the shopping center in a favorable 
position because of access both from the front of the store 
and fromc.side street. Parking is available both in the front 
and along the side of the store. This shopping center in
cludes am adjacent beauty shop, a national chain variety 
store, grocery store, and other units. The drug store is lo
cated within a few blocks of a hospital and a medical clinic 
which contains a professional phsunnacy.

The store contains a fountain and booth area along 
one side. It is carefully arranged to include a complete 
stock of drug store merchandise, as well as a gift department 
which features quality products vAiich are not in competition 
with those carried by the variety store. The gift department 
features gift wrapping.

317
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This store is operated in conjunction with a downtown 

pharmacy that is located in the center of a medical clinic.
It is part of a corporation which is controlled by a local 
pharmacist in association with a group of doctors. The man
ager is am experienced pharmacist vdio possesses other finam- 
cial interests. He owns a 20 per cent interest in the cor
poration. The corporation very recently purchased a small 
drug store in a neighboring town for the apparent purpose of 
qualifying for certain multi-unit discounts.

The mamager is an experienced and outgoing personal
ity to whom merchamdising is a challenge. His wife is a phy
sician, amd it is apparent that he agd his wife maintain a 
close so(d.al relationship with military base personnel amd 
prominent leaders in the conmnunity, including those of the 
medical profession. He believes in modem merchamdising 
methods in a competitive amd growing community. While the 
prices in the store are generally competitive, its clientele 
consists of predominamtly upper-income families and military 
base personnel located in this area of the city. He indi
cated that a pharmacist who does not like selling is out of 
place in this type of store.

Herchandis ing
Buying.— Full-service wholesalers supply most of the 

merchandise amd drugs in this store which is largely independ
ent of the downtown unit. This store is not associated with
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any buying group, but the store manager acknowledged that he 
believes certain buying arrangements have certain advemtages. 
There is a considerable amount of direct buying because of 
the combined purchasing power possessed by both units with 
combined sales of between $600,000 and $700,000.

The store matnager purchases his gift merchamdise 
direct from a gift showing in a national merchandising center 
in a neighboring state. He remarked that this is the prefer
able way to buy this distinctive type of merchandise, since 
merchandise distributed by the full-sezvice wholesalers is 
available to amy drug store.

Pricing.— The mamager said the firm consistently 
attempts to maintain competitive prices. One merchandising 
technique that he finds very effective is the mark-on price 
technique, in vdiich the original suggested price is marked on 
the container, marked out, and the effective selling price 
placed underneath. He finds it effective to sell a few items 
at cost to create a low-price image for the total store.

The mamager commented:
Personally, I hate cut prices. I never look at 

the price of any drug item which I purchase, but it's 
different with women. My wife's friends, at a typi
cal bridge party, will comment on amother drug store 
selling a certain costatics item for a very low price, 
immediately we're on the spot. Some people have to 
dhop for prices— let's face it— because they are in a 
low income bracket, but it has become a game or a 
national pastime to look for cut prices. It's some
thing we have to live with in the merchandising game.
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Generally, all drugs in the prescription department 

are code marked at the cost price. Retail prices only are 
generally marked on merchandise in the front of the store.

Competition.— The manager is particularly concerned 
with the cut-price policy of an auto-appliemce chain depart
ment store located in the downtown area, where drugs are be
ing sold at prices lower than they can be obtained by this 
drug store even with its large purchasing power. He reported 
that his chief competition for the filling of prescriptions 
in this area of the city is a prescription pharmacy in a medi
cal clinic near a hospital in the area. Additional competi
tion is furnished by a downtown "merchandising" agency drug 
store and a shopping center agency store, both controlled by 
the same owner. Druggists in this area are not yet faced 
with any discount houses with the exception of an auto-appli
ance department store. The manager is generally fearful that 
one may be established. This city is generally known as a 
competitive city in regard to prescription prices, and this 
may have discouraged this type of outlet.

The store manager reports very little irregular com
petition. Competition is met by extensive advertising of a 
few special items distributed throughout the store. He be
lieves that this policy creates the impression of uniform low 
prices for the entire store. He remarked that in his opinion 
a "bargain table" is not a good selling technique because it
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may give the Impression that the standard prices are high on 
the balance of the merchandise in the store.

Advertising.— This store sponsors a three-fourths of 
a page of newspaper advertisement each Wednesday, in conjunc
tion with the downtown phairmacy. This ad features special 
prices on widely-distributed types of merchandise. Also, the 
shopping center in which this store is located runs a weekly 
Sunday full-page advertisement in the newspaper which fea
tures three specials from each store in the shopping center. 
The purpose of this advertisement is to keep traffic in the 
shopping center on Sundays and Mondays, and it appears that 
this cooperative advertising venture has been extremely suc
cessful. The store has no store-wide price promotions, but 
depends on “specials" to create low-price appeal. The man
ager commented that radio advertising is very good êuid that 
the store sponsors the broadcasting of school athletic events.

Selling.— The store manager commented that personal 
selling is probably the weakest part of his store operation.
He emphasized that more effective personal selling is needed 
and employees have too little supervision. Layout and dis
play are considered the most important factor in modem mer
chandising, according to the numager. He said:

I am not satisfied with the training and merchan
dising helps which are furnished by our wholesalers.
'They are interested only in selling the merchandise 
which they sponsor. We need expert advice on the en
tire store operation in regard to layout and display.
I personally make many trips throughout the country 
and I have been looking for a school to attend which
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will teach me more about effective layout and display 
methods. As yet, I have not found one which would 
fit into my schedule. I think we druggists have a 
lot to leam from the national food chains, for in
stance.

The store manager commented that a certain food chain 
in this city has an excellent display and layout for its mer
chandise . He believes that the drug business is not doing 
enough-with merchandising in regard to layout and display, as 
compared to these food chains. He believes that druggists do 
not generally know the amswers to merchandising problems to 
the same extent that competing food chains do. He indicated 
that druggists go to a few sales meetings emd receive sales 
pep talks which provide some Improvement on the sales message, 
but that independent retailers need more than that— they need 
to know how to display merchandise.

The manager reported that personally he likes window 
display. He said:

All my marketing friends tell roe I'm wrong, but 
I don't think there is anything that attracts custom
ers more thcui a good window display. What do we do?
We have clear glass fronts in our stores. We show 
the public the backs of our displays.

The store manager commented favorably on an elective course 
which he had taken in the axrt department of the local college. 
It was entitled "Window Dressing," and he believes it con
tained very beneficial elements, including how to arrange mer
chandise, colors, and mass effects.

Merchandising is a challenging business, he believes. 
He reported that one can place an item in one place in the
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store and it won't sell; whereas if it is moved, it may be 
impossible to keep the same item in stock.

Services.— Customers in this store are offered the 
usual services including fountain service, delivery service, 
and charge accounts. He stated that he does not like to use 
streamers, which clutter the store, in an effort to create 
traffic.

Accounting
The store manager reported that he is not concerned 

with the accounting phase of the store operation. The store's 
books are kept by a certified public accountaint in a downtown 
office, cuid all accounting data from the store are sent to 
his office where the books are kept. Even the accounts re
ceivable are kept in the downtown office, the store forward
ing the information as to charges and credits to the various 
accounts. The fountain is separated from the balance of the 
store for accounting purposes. Other than this, there is no 
departmentalization. All bills and invoices are paid by the 
central accounting office.

Personnel
The prescription department of this store is serviced 

by the store memager emd two registered pharmacists. All are 
graduates of the School of Pharmacy, Southwestern State Col
lege. The fountain area is in charge of a woman who does all 
the purchasing for this department.
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Public Relations

The store mcuiager commented that in this community, 
drug stores furnish all merchandise to physicians at cost, 
both from the front end of the store and from the drug depart
ment. He believes this is not right emd said he would never 
start this practice again in a new store. He raised the 
question of why a doctor %dio is cumply able to buy front-end 
merchcuidise should be able to purchase expensive items at 
cost when lower-income groups have to p>ay the retail price.

"When dealing with physicians, one needs to remember 
that they don't like to be 'promoted, ' " he said. He advised 
phcunnacy students not to "push" their relationships with phy- 
siciêuis. He believes it is extremely important that a phar
macist should not bother a doctor vdien he is busy. Doctors 
are extremely independent people, he said. This store car
ries out the regular custom of gifts to doctors.

The store manager indicated that customer relations 
were developed through pricing and service policies. He be
lieves that participation in social activities at the mili
tary base and in other social circles throughout the community 
constitutes am effective place in a public relations pxrograun 
for the store. Also, he commented that an occasional cup of 
coffee for a customer is an extremely effective method of 
building good will. He wants his pharmacists to get out front 
in the store and establish personal relationship» with the 
customers.
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The store manager belongs to the usual professional 

associations emd paorticipates in community activities, believ
ing this constitutes an importamt part of an effective public 
relations program.

The store manager generally believes that pharmacists 
get a good general education in college. Much of the train
ing of pharmacists, he remarked, must be learned on the job.
He thinks they need more selling auid more knowledge of store 
layout and display, including a merchandising background.

Advertising may not be necessary in the pharmacy cur
riculum because it is generally learned on the job, the store 
manager commented. He repeatedly stressed that he wants phar
macists who Ccui effectively meet the public and do more than 
just fill prescriptions. He believes that a speech course 
constitutes effective training for sales work. He concluded 
that, in his opinion, the pharmacy program is inadequate be
cause it does not contain effective training in business knowl
edge and in public relations.



CASE 18

Nature of the Store Operation
This is a large merchandising drug store located in a 

shopping center in a suburban area of a city of over 21,000 
population. The cumual sales of this store will approach 
$300,000, maintained on cm inventory valued at a cost of 
$60,000. Merchamdise stock is turned over annually approxi
mately 3.3 times. This store covers a large floor area amd 
is probably one of the largest drug stores in the state. The 
mamager encourages credit accounts. Approximately 15 to 20 
per cent of the sales are in the form of prescription drugs. 
The store is open daily from 8:00 A. M. to 9:00 P. M. It 
specializes in the sale of prescription drugs, baby needs, 
belts and trusses, cosmetics, cameras amd equipment, sundries, 
and appliamces. It contains a separate snack bar and a foun
tain which is leased.

This large merchandising store is located in a 
rapidly expamding community, located near a large government 
base. It has been in operation approximately 10 months amd 
appears to be very successful. It is arramged in a manner to 
utilize self-service almost exclusively, except for the pre
scription and drug department and the cosmetic department.
It is organized as a partnership with a controlling interest 
held by a "downtown" druggist. The partner interviewed has 
direct management responsibilities. This new store is
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representative of a shopping-center type of operation which 
appears to be a merchandising trend towards large scale opera
tions in suburban centers. Both the manager and a pharmacist- 
employee are pharmacy school graduates of Southwestern State 
College, the manager having graduated about 10 years ago and 
the employee-pharmacist having graduated last year.

This is an agency store, operating under contract 
with a national drug concern. The objective of the manager 
is to run a bus in ess -like and profitable store which will be 
able to compete with any merchandising establishment in the 
community. The manager is a young man with extensive drug 
merchandising experience, including chain store management 
experience. The mzmager revealed that he likes to sell in 
the front end of the store, and he believes the secret of con
trolling a large operation such as this is "drive" and mer- 
chcindising ability.

Merchandising
Buying practices.— This store is principally supplied 

by the national wholesale supplier who underwrote the lease, 
although it is associated as an agency of another national 
drug concern. Besides being an agency store, it is also sup
plied by a cooperative wholesale house in which participants 
can purchase stock and thereby secure sizable discounts on 
their merchandise. This store has also recently became asso
ciated with a new volume buying and advertising plan sponsored
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by the wholesaler v^o underwrote the lease of this store.
The manager does considerable direct buying and pools some of 
the buying with a downtown store which is operated by the 
controlling partner under the same agency agreement.

Pricing.— This community is known as an area in which 
prices are very competitive. The agency agreement provides 
this store with a considerable cuoount of private brand mer
chandise which is relatively free from price competition.
The establishment engages in constant pricing advertising and 
uses "loss leaders" emd "close-outs." Most of the merchan
dise is marked at cost in code, and the manager intends to 
code almost all the merchandise in the store in the future to 
insure adequate control of pricing.

Competition.— The competition comes principally from 
large scale drug operations located downtown emd from a simi
lar retail drug store located in another shopping center. An 
auto supply and departmental appliemce store downtown is dis
counting some drug items and toiletries which provides rather 
severe price competition. Adjacent to this shopping center a 
new shopping center is being established which may provide 
severe competition in the future. Up to the present time no 
drug store operator has wanted to assume the responsibility 
of operating a drug store in the new center under construc
tion, but it appears that the shopping center nanagement will 
eventually put in one. This store will be well established
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by the time the new store commences operation, the manager 
believes.

The manager indicated little discounting on prescrip
tions is done in this community although the area generally 
has a recognized reputation for cutting prices. He indicated 
that he meets competition by providing personalized service, 
extensive merchandise displays, and fast delivery service on 
prescriptions.

Advertising.— This store advertises extensively in 
the newspapers and also by handbills vdiich are prepared by 
the store manager himself. He indicated that the store is 
associated with the independent merchants advertising pl«m 
sponsored by the national wholesaler mentioned above.

The manager reported that the store's advertising con
sists principally of newspaper advertisements prepared either 
by the advertising manager of the newspaper, or himself. He 
remarked that ordinarily advertising managers of local news
papers do not understand drug advertising. As am example, he 
cited the fact that they do not feature the brand name enough. 
On the day of the interview, the store had a three -fourths 
page advertisement in the daily paper. Generally, the store 
utilizes a three-fourths page advertisement in the daily 
paper on Thursday, Friday, and Saturday of each week, with a 
much smaller advertisement being inserted on Sundays.

The manager remarked that this area is not suitable 
for extensive television advertising, but that if it were he
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would participate, as he Is a very strong believer In the ef
fectiveness of this type of advertising. The advertising 
copy drawn up by the manager Is prepared from an advertising 
service which sends newspaper mats and formats which cam be 
adapted by the local pharmacy amd run In the local newspaper.

Selling.— The manager stated that sales meetings are 
a "must." He also believes that self-service Is generally 
what people want today. The principal cash register Is lo
cated at the front of the store. With the exception of an
auxiliary cash register which Is placed near the prescription 
and cosmetic department at the rear of the store, there are
no other cash registers other than the fountain cash register.
The layout emd fixtures of the store were designed emd super
vised by a national wholesale drug firm.

Inventory control.— No particular purchase controls 
were Indicated by the partner-manager with the exception of 
the "wemt book" and visual control. Cigars emd tobacco, news
papers, emd magazines are sold on a consignment basis and 
constitute no problem.

Special services.— The memager was well-pleased with 
the leasing of the fountain to an outside operator. While 
the founteuln Is not under the control of the drug store opera
tion, It nevertheless constitutes «m Importamt traffic builder 
for the store. The store utilizes "green stamps," extensive 
newspaper advertisements, cuod considerable merchandising of 
goods of all types In order to attract store traffic. The
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merchandise includes appliances, cosmetics, cameras, axid pack
aged ice cream. A special delivery truck owned by the foun
tain department manager also advertises the drug department 
along with the catering service which is a special promotion 
of the fountain department. The manager indicated the part
ners desire credit customers and that credit collections have 
not constituted a problem for them.

He reported that he is operating under a very reason
able lease agreement vdiicdi requires a rental payment of 3 per 
cent of sales.

Accounting
The manager related that monthly statements, prepared 

by an outside public accountauit, aid in furnishing adequate 
financial control for this operation. These statements are 
studied closely. The accounting information is accumulated 
on daily summaries printed on envelopes vdiich contain the 
daily cash register tapes, deposit ticket, and "paid-out" 
data which are accumulated at the cash register.

Credit sales are prepared in triplicate with the cus
tomer receiving one copy, a second being placed in the ac
counts receivable file, and a third being retained in chrono
logical order for control purposes. Accounts receivable led
ger cards are maintained in a visible file in a perpendicular 
manner. Payroll and tax reports are prepared by the public 
accountant, assisted by the store bookkeeper. Sales are
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categorized by departments, but purchases are not. The store 
iscuiager suggested that it would be quite difficult to have 
the drug store purchases analyzed by departments because of 
the billing practices of drug suppliers.

Personnel
This store is serviced by two registered pharmacists 

and an assistant pharmacist. Both pharmacists are graduates 
of Southwestern State College. The \folume of sales in the 
prescription department has been slowly improving.

The store manager stated that he needs to hold more 
store meetings amd plans to do so in the future. He indi
cated that his training program for clerks consists mainly of 
advising them as they operate during store hours, and helping 
them with selling tips as well as distributing different 
types of sales literature to them from time to time.

The manager informed the interviewer that premiums 
(P. M.'s) furnished by manufacturers amd wholesalers are paid 
to clerks for selling specified items. Contests are regu
larly held between employees to "push" sales. The manager 
believes that this type of competition furnishes the kind of 
stimulation which keeps store employees alert. He puts in 
long hours in this store, approximately 70 hours being his 
average work week. The assisting pharmacist works about 60 
hours a week amd has alternate Sundays off.
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Finance

A large national drug wholesale firm has underwritten 
the lease * and the financing was predominantly secured from a 
national credit finance company. The wholesale house has ap
parently underwritten the lease as a part of a broad policy 
whereby wholesale druggists encourage the establishment of 
independent drug stores in shopping centers which otherwise 
would go by default to chains or large scale stores because 
of the credit demanded by the shopping-center operation.

Public Relations
Public relations are important but not critical in 

this operation, according to the paxrtnerHooanager. Little 
contact exists between the doctors emd pharmacists in this 
store, but the manager is encouraging this type of coopera
tion by having the pharmacists visit the doctors whenever it 
is appropriate. The chief emphasis of the store is in satis
fying the needs of the customers.

Advancement of tharmacv.— The manager belongs to the 
local pharmaceutical association. He is not particularly ac
tive in community projects as he does not believe that this 
is too important in maintaining good public relations in a 
large scale operation such as this. The mzmager is not very 
much concerned with the various problems that face pharmacy 
today. He believes he and his p>artner are prep>ared to compete 
with any typ>e of store which may be established in this com
munity.
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Education.— The manager thinks that a good general 

education background is an indispensable part of the training 
of pharmacists. He particularly emphasized that he was defi
cient in advertising knowledge and now is faced with the re
sponsibility of regularly drawing up newspaper advertisements 
and handbills. He believes that general business courses 
such as business law are valuable to a pharmacy graduate.

He requested that the school of pharmacy include more 
general business courses in the pharmacy curriculum. He em
phasized that the practical experience requirement in the 
pharmacy training program is a very important factor in man
agement training. He said that a letter-writing course or a 
speech course would be very appropriate for a student in phar
macy school.



CASE 19

Nature of the Store Operation
This is a neighborhood drug store located in a city 

of over 61,000 inhabitants. The drug store has annual sales 
of approximately $125,000, maintained on an inventory valued 
at a cost of $17,000, Sixty-five per cent of all sales are 
prescription drugs. Credit sales are encouraged and consti
tute 30 per cent of the total sales; accounts receivable out- 
stcuiding approximate $3,000. The merchandise stock is turned 
over five to six times annually. This is an independent 
operation. The store has a fountain emd snack bar.

This drug store is located adjacent to a grocery store 
and around the comer from a small college, in a neighborhood 
area. It has been in operation for two years and is modern
istic in appearemce. The store emphasizes prescription drugs 
and related drug products and does not promote extensively 
any merchandise lines which are not traditional drug store 
items. The modemistically designed fountain and snact bar 
are very popular, although there are no booths. The store is 
open from 8:00 A. M. to 9:00 P. M. on weekdays. A skeleton 
force keeps it open on Sundays from 12 A. M. to 9 P. M. A 
unique stock room runs the length of the store and is sepa
rated from the store proper by a partition. This long narrow 
area with shelving on one side provides a narrow but exten
sive stock and storage room vAiich is easily accessible.
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The store is organized as a partnership, with the con

trolling partner operating this retail store in conjunction 
with a clinic pharmacy which he owns. He graduated from phar
macy school at Southwestern State College about nine years 
ago. His new partner, vdio is purchasing a 25 per cent inter
est in this store, is also a Southwestern State College gradu
ate and has been out of pharmacy school for approximately six 
years. He was the partner interviewed.

The controlling partner considers this operation as 
"insurance." He has complete controlling interest in this 
drug store, whereas his control of the clinic pharmacy is 
limited by his lease agreement with the medical clinic. The 
junior partner who is acting manager in the absence of the 
controlling partner stated that he had previous pharmacy ex
perience in another large community in the state and also in 
a similar community in another state. He has now returned to 
his home town to operate this store and he commented as fol
lows :

It's always nice to come home until you have gradu
ated from a pharmacy school and go into business— then 
your old pharmacy friends give you the ' freeze-out. '
You are a competitor, emd it is now a business proposi
tion with them.

The Junior partner indicated that this drug store is 
emphasizing professional service and convenience.
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Merchandising

Buying.— This operation buys from two full-service 
wholesalers. It is also associated in a new cooperative buy
ing and advertising plam recently created by one of these 
full-service drug wholesalers. The junior partner reported 
that he personally preferred to deal with the other full- 
service wholesaler, who is competing fairly effectively with 
the volume buying plan by offering 10 per cent discounts on 
different lines of drug products at veurious times. Consider
able direct buying is done in conjunction with the clinic 
operation. The spacious stock room provides adequate storage 
for a considerable amoimt of mercdieuidise.

Pricing.— The informsmt indicated that the management 
is now regularly advertising weekend price leaders in the 
local newspaper. However, he said that it is impractical to 
attempt to compete on an over-all price basis with other com
petitive drug outlets in the city, including a discount house 
cuid other large merchandising drug store operations there. 
Most merchcuidise is narked at suggested list prices.

Competition.— The informant ccmmiented that his previ
ous experience was in areas in vdiich the filling of prescrip
tions was severely discounted, and he considers the situation 
in this area good by comparison. The county retail druggists 
association appears to be fairly successful in keeping drug
gists from fighting among themselves over prescription drug 
prices. Apparently, the large amount of prescription business



338
which goes to the military base is a serious problem, with 
the informant reporting that the pharmacy on the base cam 
undersell city druggists on many items. He is appreciative 
of recent information which indicates that soon prescriptions 
issued by civiliam doctors for military personnel may no 
longer be filled at military base pharmacies.

He further commented that the base drug stores have 
no federal tauc on tobacco and therefore can undersell civiliam 
stores on this item. It appears that mamy of the ihhabitamts 
in this town are military personnel vdio have PX privileges, 
which reduces the auoounr of business which might be expected 
in civiliam stores.

The junior partner expressed concern over the recent 
estcQdlishment of a prescription pharmacy located within a 
discount house finamced by a grocery chain. He explained 
that this store was attempting to discredit local pharmacists 
by its pricing policies. As am illustration, he mentioned 
that a pill that usually retails for 12 cents and costs 8 
cents was currently being sold at 6 cents by the discount 
pharmacy, creating the public impression that most pharmacies 
were overcharging.

The informamt indicated that he attempts to overcome 
ccmip>etition by establishing close personal relations with his 
customers.

Advertising.— This operation utilizes advexrtisements, 
featuring "specials" in the daily newsp>ap>er vdiich are carried
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j>ji the week-end editions. The prescription department is ad
vertised through a weekly "spot* on a very popular television 
program. A brightly-painted delivery vehicle also constitutes 
an effective advertising medium. Handbills are used exten
sively for special wholesaler and supplier promotions. A 
large and distinctively lighted billboard sign, erected in a 
prominent position in front of the store, appears to be very 
effective as an advertising medium. The circular fountain 
and snack bar is considered by the partners as a form of ad
vertising. The informant comnented that he and his partner 
consider it woirth $1.00 to get a new customer into the store. 
He said that they would be willing to lose up to $3,000 amnu- 
ally on the fountain operation if it would bring them 3,000 
new customers for other depeurtments in the store.

Selling. — The junior partner pointed out that per
sonal selling is an importauit function of this store. Appar
ently, store meetings are seldom held. However, occasionally 
a wholesale house or supplier sponsors a store meeting for 
employees.

The gondola type of display table is utilized gener
ally. The tables were locally made but appear to be very 
satisfactory. The store fixtures were bought about three 
years previous to the opening of this store by the control
ling partner from a drug store in the community that went out 
of business. They were bought at a very low price and were 
stored until needed.



340
The junior partner commented that the services of a 

full-service wholesaler were very helpful in implementing the 
store layout and display.

Inventory control.— The informant said they are using 
a purchase control system which utilizes dollar control. It 
is a part of the bookkeeping system used in this store and in 
the clinic pharmacy. Other than this, most of their control 
is visual, aided by "want books." .

Services.— As previously mentioned, the fountain and 
snack bar are viewed as important services provided by this 
store. Delivery service, extensive credit, and presonalized 
service are promoted.

Accounting
The accounting system consists of a single entry 

bookkeeping system which is provided free of charge by a 
national drug msmufacturer. This manufacturer has indicated 
that this service will be terminated the coming year emd the 
controlling partner then intends to devise a similar system.

Accounts receivable are prepared in triplicate. Pay
roll and tax reports are prepared by the controlling partner. 
Sales are depaxrtmentalized by prescription drugs, other drugs, 
sundries, tobacco, emd fountain sales.

Personnel
The prescription department of this drug store is 

serviced regularly by the junior partner who works here full



341
time amd the controlling partner who divides his time between 
the clinic pharmacy and this store. Additional registered 
pharmacists are occasionally employed from the nearby military 
base. The store employs a staff of eight employees.

The Junior partner indicated that they pay their em
ployees in excess of the "going rate," believing that this 
creates employee loyalty and secures better-tham-average em
ployees. He indicated satisfaction with his present status 
in which he has a finamcial interest in the firm for which he 
is working.

Finance
The junior partner is buying a 25 per cent interest 

in this store. He indicated that by saving his money he has 
been able to make a sizable original investment, and that he 
is continuing to pay for his interest from current earnings.

Public Relations
Professional, customer, and employee.— The junior 

partner said they have excellent relations with a doctor 
whose office is located nearby. The controlling partner has 
close social relationships with many of the doctors in the 
community. Particular attention is given to the development 
of close personal relationships with customers. Employee re
lations are apparently good.

Advancement of T^iarmacy.— Both partners participate 
in the local pharmacy association, which appears to be an
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effective agency in providing a cooperative approach to mutual 
pharmacy problems in the area. The jiuiior partner indicated 
some concern in regard to the new discount pharmacy, since he 
feels that there is a possibility that this outlet might dis
rupt the pricing structure in the community.

Education.— The junior partner suggested more train
ing in the areas of advertising, management, and speech in 
the pharmacy curriculum. He apparently believes that his 
training in economics has provided him with a good foundation 
upon which to build an understanding of business practice.



CASE 20

Nature of the Store Operation
This is an independent neighborhcx>d drug store with 

annual sales of $140,000. Approximately one-third of its 
sales are for the filling of prescriptions, with am average 
of approximately 70 prescriptions daily. The store has been 
in operation for many years, although the present controlling 
partner has only recently taken over the management since the 
death of his father-in-law. The merchandise inventory is 
valued at $21,000. It was turned over between five and six 
times last year. Charge sales are encouraged. Forty per 
cent of the total sales are on credit, amd outstanding ac
counts receivable are approximately $4,600. The store con
tains a combination fountain and hot lunch department.

This store is on a comer location, situated in a 
neighborhood-business area, on a heavily traveled street, 
some distance from the main business district. The comer 
location provides adequate parking facilities and makes pos
sible a front entrance to the store and a side entrance to 
the prescription department. This store is located in a 
rapidly expanding community of over 21,000 people which is 
adjacent to a national military base.

This store's trade is secured principally from the 
lower and middle income people. No other drug stores are 
located on this side of the city, vdiich is generally
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considered the older section. Population expansion has taken 
place in the opposite direction.

The store was recently organized as a new partnership 
after the death of the former owner. It was originally estab
lished by the father-in-law of the partner inteirviewed. The 
son-in-law has assumed the controlling interest in the new 
partnership, vdiich Includes another registered pharmacist who 
is also a Southwestern State College graduate, and the mother 
of the controlling partner. The controlling partner is 
slightly over 35 years of age, although he only recently re
ceived his degree from pharmacy school. He is an out-going, 
friendly individual who obviously possesses the "common touch.* 
In the pharmacy school, he was a school leader êund public 
speaker. Although only recently graduated, he had worked in 
the store for several years prior to entering the phcunnacy 
school. His active junior partner has been with the firm ap
proximately six years.

The store is rather old in appearance but has an un
usually high volume of trade brought about apparently by the 
respect êuid wide acquaintance this family has enjoyed in the 
community through the years. It has a high volume of trade 
in veterinary supplies. It also handles considercd>le lunch
eon trade with its combination fountain and grill. The foun
tain area is not large and has limited luncheon booth space 
in the front of the store. Sandwiches, pies, and light 
lunches are served.
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This store might appear externally to be one in finan

cial difficulties. The relatively high sales volume and the 
optimistic outlook of the partner interviewed indicated that 
appearamces can be deceptive. The store has "coasted some
what" while the controlling partner completed his pharmacy 
degree, and he indicated that through his renewed efforts, 
business was again "picking up."

Merchandisinq
This store operates independently. The manager buys 

from three full-service wholesalers in addition to the usual 
direct purchases from manufacturers. The informant reported 
that he does some "club buying" with other druggists for 
quemtity discounts. He buys essentially for turnover, at 
which he has obviously been very successful.

Pricing.— Price leaders are not used extensively, and 
this store does not generally engage in price emphasis.

Competition.— The partner^nemager appeared to be con
fident of the future success of this drug store. He indi
cated some concern over the possibility that a discount house 
might enter the area— otherwise he accepted his competition 
as inevitable and normal. Although he would like to estab
lish a better price stznicture in the community, he is appar
ently confident of his ability to hold his own with the large- 
scale drug outlets located in the community. He observed that 
the fact that this community was known as an area in which



346
prescriptions are discounted has apparently played a large 
part in bringing about a situation in vAiich discount houses 
have not yet been tempted to enter.

Several drug stores, including two downtown retail 
outlets, two extensive shopping-center drug stores, and a 
clinic pharmacy comprise his chief competition. Also, there 
is an auto supply emd applismce departmental store downtown 
which is discounting drug products as a traffic builder in 
its operation.

The partner-manager does not consider his competition, 
although it is severe, as unethical. He commented that rela
tions are generally good between druggists in this town.

He caters particularly to the lower and middle income 
groups which are predominantly located in his section of the 
city.

Advertising.— The partner-manager does not promote 
sales. He does advertise specials occasionally by small want 
ads in the daily newspaper vdiich do not include prices, oc
casionally he distributes hamdbills. He does not participate 
in the local trading-stamp program because he does not like 
the "headaches" that Eire associated with it. However, he is 
alert to any sales device that will capture the public's 
attention and has high hopes for a sales plein vdiich he has 
just begun.

The plem features dinnerware which is displayed in 
the rear of the store. With a cash purchase of $10.00, the
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customer receives free a four-place setting of dinnerware.
With each additional $10.00 purchase, the customer may buy 
any additional setting of dinnerware at greatly reduced 
prices (dealer's cost). Special pieces may be purchased at 
retail.

The partner-manager reported that he uses an independ
ent advertising service from the East, commenting that the 
service furnishes streamers on national brand merchzmdise 
which can be displayed over the store. Also, various adver
tising displays distributed by wholesale houses are utilized.

Selling.— The pzirtner-manager expressed more them 
average interest in the importance of the selling function in 
his store.

The layout in this store is average. It consists of 
shelf displays furnished chiefly by jobbers. The informemt 
also uses streamers across his store extensively.

Inventoarv control.— The owner-^nemager estimates his 
sales and, by keeping a running record of purchases, is very 
careful not to over-purchase. He also has a lady "clerk- 
manager" who supervises control of front-end goods.

Services.— This store offers credit and fountain serv
ice emd has advertising schemes to increase traffic. The 
veterinary service brings the trade of many farmers. The 
store provides a free delivery service.
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Accounting

The partner-manager keeps his own sing le-entry re
cords and has a public accountant make out his income tax 
forms amnually. The operating statement is studied closely. 
Charge sales are not recorded as sales until the accounts are 
paid. The informant indicated that he is going to hire his 
accounting done because it takes too much of his time. The 
payroll and the tauc report are prepared by him. There is no 
departmentalization in the store, except that the fountain 
receipts are kept separate. All cash discounts are taken.

Personnel
The two active partners are registered pharmacists.

A girl is utilized to prepare and serve the lunches and 
ëmother girl takes care of the front-end merchemdise. Employ
ees are selected on the basis of their appearance and capa
bilities .

The owner-manager reported that he occasionally holds 
store meetings, and they consist of "get-togethers" to talk 
over store problems. Also, sales literature and suggested 
selling methods are discussed. The owner-manager considers 
this activity very importsmt.

Finance
This store was originally owned by the father-in-law, 

and upon his death the son-in-law took over. Apparently no 
pBrticulcU: financing problems exist.
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Public Relations

Professional, customer, and employee.— Herchamdise is 
sold to doctors at cost. With one exception they all pay 
their bills. If they don't, the informant indicated, nothing 
can be done about it. He commented that doctors usually drop 
into his store and visit. He believes that he has good rela
tions with them. He reported that his most extensive efforts 
are expended in working for good customer relations.

Advancement of phamonacv.— The owner-manager belongs 
to the usual pharmacy associations and tries to cooperate 
with them. He believes that participation in community 
activities is very important. He indicated that he has re
ceived a certain amount of recognition for community work.
He participates in the various civic organizations and was 
one of the original organizers of the junior chamber of com
merce in the community.

The owner-manager believes that discount houses are
becoming a problem in some etreas. In this area, he believes
the problem will not become intensified, due to the reason
able prices charged for prescriptions. He commented further 
that he does not think an independent drug store needs much
help if it has a good manager.

Education.— The informant believes that a good basic 
general education is desirable, and particularly would stress 
the development of an ability to meet the public.
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He thinks that the pharmacy curriculum should contain 

a good background in management training. "Teach them dis
counts , " he said. "The business mathematics course is also 
very good because pharmacy graduates need to know how to fig
ure mark-ups and margins." Economics was recomnended as a 
good background course because pharmacists should know more 
about business. Any type of course that helps with public 
relations, including speech, is helpful, he suggested. He 
also recommended typing training as being very necessary.



CASE 21

Nature of the Store Operation
This is a neighborhood retail drug store with annual 

sales of approximately $75,000, located in a city of 61,000 
inhabitants. About 25 per cent of its sales are prescription 
drugs. The store has been in operation in this location for 
two years. For six years the ownernooanager operated a retail 
drug store in smother part of the city. The current inventory 
at cost is $15,000, and the merchandise turned over three 
times last year. Sales on credit are encouraged and about 
25 to 30 per cent of the total sales are on credit with about 
$1,500 to $2,000 outstanding in accounts receivable.

This independent retail drug store is located in a 
neighborhood area on a much-traveled thoroughfare to the out
skirts of the city where a military base is located. The lo
cation is one of the best traffic areas in town with conveni
ent and adequate parking. The building which houses the 
store is rather old smd slightly shcdaby in appearsmce. The 
store specializes in hot lunches and soda fountain business.
It is apparent that this is a popular lunch and "coffee" meet
ing place for many professional people who are located in 
various professional buildings in outlying areas of the com
munity.

The store is furnished predominantly with older fix
tures vdiich are glass enclosed and which almost preclude
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self-service. The store is open from 8 A. M. to 10 P. M. on 
weekdays and from 9 A. M. to 5 P. M. on Sundays.

In the two years since this business has been located 
here, it appears to have been fairly profitad)le. The owner 
related that in his previous operation located across the 
street from a chain food store, he would have became bankrupt 
except for the financing services of three drug wholesalers—  
one of whom he credits with "pulling him through" his finan
cial difficulties. When he was in the old location, the 
street was widened, and it became very difficult for the traf
fic to stop in front of his store. This factor, he believes, 
profoundly influenced his operation. He has recently entered 
into a partnership with another pharmacy school graduate from 
Southwestern State College with about five years of retail 
experience. The new partner o%ms 49 per cent of the partner
ship, and 51 per cent is controlled by the partner inter
viewed .

The partner-manager emphasized that finance has been 
his principal problem from the time he entered the retail 
drug store business. He indicated that most of the time he 
has been working for creditors, and it has been a difficult 
task for him to expand his operation with a big debt on the 
store.

The ownernnanager reported that he does not like 
"loss leaders" euod that he would like to stock products \diich 
are "protected" lines, but that in order to sell these
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products, a large investment is required which he cemnot sus
tain at the present time. Particularly, he is interested in 
putting in a good cosmetics line.

Merchandising
Buying.— This drug store is independent and not asso

ciated with êuiy buying group. The mamager reported that he 
has been thinking of doing some "club" buying with other in
dependent retad.lers in the area, and may soon join with three 
or four of them for this purpose. He believes that it will 
put him in a better competitive position. He emphasized that 
he is a firm believer in achieving a high merchandise turn
over, even at the cost of greater discounts.

Pricing.— The manager stated that he does not cut 
prices on prescription drugs, but that he is forced to cut 
prices on front-end merchandise occasionally.

Competition.— The manager's competition consists of 
large retail drug stores distributed throughout the city, 
including a discount house located in the outskirts. There 

# is also a quality professional pharmacy across the street 
which appeals to a higher-income clientele. He is critical 
of a medical clinic down the street which was built by a phar
macist, and he believes there is a "tie-in" in the operation 
which is not ethical. He is also critical of the discount 
house pricing policies.
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Advertising.— The informant reported that very little 

advertising seems practical in his situation. He believes 
that only a small advertisement in the yellow pages of the 
telephone book is necessary for his store. He said good 
advertising consists of creating good will among customers 
through a friendly atmosphere in the store. He pointed out 
that radio and television advertising were too expensive for 
him to consider.

Selling.— Although moSt of his store fixtures are old 
and encased, he is moving as rapidly as his finances will per
mit toward self-selection because he believes people like to 
handle the merchandise vdiich they buy. The display is further 
limited because of the glass cases which predominate and the 
shelving along the wall which removes the goods from the cus
tomers' inspection. He credits his fountain and hot lunch 
counter Emd his luncheon booths with creating heavy traffic 
for the store. This is also achieved peurtly because of its 
central location. He utilizes a delivery service for his 
dmigs. Because of his inadequate finances, he strives to 
limit the credit extended to customers and permits only 30-day 
charge accounts.

Legal problems.— He indicated that the recent small- 
claims procedure instituted by justice of the peace courts 
has materially aided in the collection of small claims. Under 
this procedure, the notice may be mailed rather than "process 
served" which reduces the cost of the action. Also, instead
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of requiring a bill of complaint which generally requires a 
la%#yer's services, the procedure now calls only for an affi
davit to be filed by the manager with the Justice of peace.

Accounting
The manager reported that his statements are prepared 

by an outside accountant for $25 per month. The accountant 
does all of his bookkeeping except for his accounts receiv
able, which he does himself. Credit sales are prepared in 
triplicate, one copy being given to the customer and two car
bons retained by the drug store. At the end of the month, 
the manager mails one carbon copy to the customer emd retains 
the other for control. He does not record credit sales until 
the account is paid. He reported that his lawyer-accountemt 
prepares his payroll and tax reports. His store is not de
partmentalized for accounting purposes.

Personnel
The prescription department is serviced by the two 

partners who are registered pharmacists. The manager's wife 
also works in the store. One of his most difficult problems 
is to supervise the lunch counter. He related that he had 
recently exp>erienced a very difficult personnel problem when 
he had fired one of his clerks because of laziness and inef
ficiency. Her husband came into the store and threatened him 
with physical violence because of the action. The manager
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appeared very disturbed over this incident. He commented 
that he controls his personnel through personal supervision.

Finance
He reiterated that capital finemce has been his prin

cipal problem, and advises young pharmacy graduates to secure 
as much long-term finamce as possible from individuals who 
will not require prompt payment. He indicated that some of 
the vdiolesale houses have been an invaluable help in enabling 
him to continue in operation. Adequate liability insurance, 
as well as fire insurance, is carried.

Public Relations
The owner-manager commented that he has practically 

no social relationships with doctors emd dentists except for 
one doctor vdio is a personal friend. He considers that doc
tors in the ccmmmnity are "needle-happy" emd do not write pre
scriptions in the volume which he feels is customary. His 
principal public relations effort is to cultivate the favor 
of the customers emd create a friendly atmosphere. He is an 
active participemt in the county pharmaceutical association. 
According to him, this orgemization has been very valuable in 
working out joint problems which pharmacists in this area 
face.

He believes that peurticipation in community activities 
and public affairs is very important to a pharmacist, and he 
said that active church membership is a business help. He
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considers a duplication of drug products one of the biggest 
problems in pheunmacy, because stocking so mamy different 
drug items requires a large monetary investment. He said 
that his courses in economics were a very good background for 
business management. He believes that a pharmacist needs a 
knowledge of people and human relations, that psychology 
courses would be helpful, and that a course in business law 
would also help him now. "A big problem," he said, "is know
ing how to refuse a customer and make him like it."



CASE 22

Nature of the Store Operation
This store is located in a suburban shopping center 

of a city of approximately 150,000 inhabitamts. The store 
features a complete drug service, including a soda fountain, 
cosmetics, costume jewelry, gifts, greeting cards, and school 
supplies. Annual sales total approximately $250,000, and the 
inventory is valued at a cost of approximately $44,000. The 
store has a merchandise turnover of four and one-half times 
cumually. Credit business is encouraged and constitutes ap
proximately one-third of all sales. The store is approxi
mately 50 by 100 feet and operates a rather extensive foun
tain area which is leased. It operates independently, except 
for a recent association with an organization of independent 
drug stores which are operating with a national drug whole
saler according to a plan stressing volume buying discounts 
and associated group advertising.

The store is located some distcuice from the center of 
the city on a comer across the street from a chain grocery 
store. It is in a heavy traffic area on a four-way intersec
tion, including a state highway which passes the store. The 
store features expensive gifts vdiich are displayed throughout 
the store on the walls, attached to peg boards. It also 
stocks extensive lines of cosmetics, as well as high quality 
costume jewelry and associated products. The leased fountain
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area which is located at the rear of the store, will seat a 
total of 40 people, 16 on fountain stools and 24 in six 
booths. The store is modem suid possesses an extensive glass 
frontage.

The store was recently organized as a corporation 
after experiencing financial difficulties. A bank is now 
finemcially involved, and a bemk official aids the store man
ager in supervising the entire operation. The bank official 
engages in some supervision of the purchasing of the front- 
end merchandise, particularly in the gift department.

The assistant manager graduated from pharmacy school 
a little over a year ago emd has already assumed many of the 
practical aspects cind responsibilities of managing the opera
tion. The objective of the management is to maintain a 
friendly store, including a 24-hour prescription service.
The store is open from 7:30 A. M. to 9:30 P. M. daily except 
on Sundays when store hours are from 8:00 A. M. to 9:00 P. M.

The assistant mcuiager repozrted that employees in this 
store are required to establish close personal relationships 
with the custcxners. He observed:

I've learned that I need to read the newspaper 
carefully each day in order to leam when one of my 
customers has distinguished himself cuid should be 
complimented. Also, reading the news keeps me in
formed and able to converse intelligently with my 
customers.

The belief was expressed by the informant that too nany inde
pendent pharmacists seem to be lazy and do not operate their
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places of business efficiently. It is chiefly because of 
this inefficiency, he feels, that many independents are hav
ing difficulty in competing effectively with discount outlets.

Merdtxandis ina
Buying-— The Store management buys from the usual 

sources, including local wholesalers amd direct purchases 
from manufacturers. As previously mentioned, the store has 
recently become associated with other independents In a coop
erative buying emd advertising plan sponsored by a national 
drug wholesaler. Various products are also purchased from 
mamufacturers who attach the brand name of the drug store to 
the merchcuidise. This promotes store prestige. Items in
cluded in this plam of distribution include perfumes, spe
cialty gifts, and a few drug and vitamin products. The in
formant indicated that the store mamager often tends to over
buy, resulting in frequent accumulations of excessive stocks 
of merchamdise.

Pricing.— Prices throughout the store are generally 
based on recommended prices. A few items are featured as 
specials to create a low price image. All drugs and proprie
taries follow recommended prices obtained from a drug manual. 
Gifts are priced to yield a margin of 40 per cent of the sell
ing price. Prescriptibn drugs are generally priced to give a 
33 per cent margin on the selling price plus a professional 
fee. For special customers who have large drug bills, a
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special reduced pricing system is used on drugs, resulting in 
approximately a 20 per cent margin of profit. All merchan
dise is code-priced at cost for inventory purposes, merchan
dise returns, and for information as to pricing changes.

Competition.— The chief competition of this store is 
a giant chain drug discount operation located within one mile 
of this store. Other shopping center drug stores are located 
in opposite directions, each about one mile's distance.

The assistant manager reported that this store meets 
competition by offering personal services and engaging in ex
tensive advertising.

Advertising.— The store utilizes one-minute spot tele
vision advertisements on a popular evening television show 
three times a week. Radio advertising emd a weekly community 
newspaper are also used. Television guides are printed espe
cially for the customers. These guides, along with appropri
ate advertising materials, are distributed to customers in 
their store packages. A weekly magazine bulletin with local 
editorial comment on local situations is sponsored by the 
store cooperatively with three or four other major advertisers. 
The magazine is distributed free of charge in the store.

Probably the chief advertising effort is the distribu
tion of multilithed handbills prepared chiefly by the assist
ant mzmager and distributed to the nei^borhbod customers and 
also to those who come into the store. Usually, these hand
bills feature price specials and thus create a low-price
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Image. The Informant said that one of his most difficult 
duties is to prepare handbills in the most effective manner.

Selling.— The store specializes in semi-self service 
and customer assistamce. The cash register is surrounded by 
am island of merchamdise in the front half of the store. The 
store utilizes mamy self-service gondolas whicdi feature all 
types of merchamdise, including special selling displays. A 
national wholesale distributor supervised the layout of the 
store. This wholesaler occasionally conducts a school for 
the training of the store employees after working hours.

Inventory control.— The availability of two full- 
service wholesalers within the city permits the ordering of 
merchandise any time before three o'clock in the afternoon, 
which enaO>les the store to carry a relatively low inventory 
and achieve a high stock turnover. The informamt indicated 
that specific inventory controls are lacking, which frequently 
results in excess stocks. Occasionally, "grab bags" are 
utilized to dispose of this merchamdise. The merchandise is 
assembled in plastic bags, specially priced, and placed on a 
display table near the front of the store.

Services. — Traffic is attracted to the store by foun
tain service, extensive gift displays, amd quality cosmetics 
amd Jewelry displays. A trading staunp plam is not used.
Free delivery service is provided, and the store operates its 
own delivery vehicle. Customer credit is encouraged.
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Accounting

The store utilizes a single-entry bookkeeping system 
provided by a national drug manufacturer. Annually, this in
formation is processed by a local cexrtified public accountemt 
who prepares the operating statements for the year. A book
keeper in the store processes the accounts payable and receiv- 
2d)le and prepares the payroll and tcuc reports. As the foun
tain is leased and operates its own cash register, the main 
register constitutes the principal device for accumulating 
accounting information. The cash register provides for a 
departmentalization of sales. The store uses an auxiliary 
alphabetical customer file to maintain quick servicing of 
customers' prescriptions when prescription numbers are not 
available.

Personnel
The store is operated by two registered pharmacists 

and ten other employees. The manager's wife is a registered 
pharmacist and is availcd)le as emergency help. The inform
ant's work week approximates 50 hours. He said that, when 
training a new employee, he has found it more important to 
teach the location of merchandise than even the operation of 
the cash register. The store utilizes P. M.'s (premiums) 
which are furnished by drug suppliers to encourage the sale 
of certain types of merchêmdise.
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The informant reported a sizable turnover of employees, 

and indicated that it is difficult to find and retain good 
experienced employees. His principal problem seems to be the 
achievement of good employee relations with the customers.

The store manager appeeurs to be a friendly person who 
gets along well with employees, customers, and physicians.

Finance
About five years ago, the present manager purchased 

his partner's share of the business and assumed complete own
ership. Financial problems were experienced, apparently be
cause of over-buying cuid inadequate management control. This 
has resulted in a recent incorporation by vhich new capital 
was brought into the firm. The present stockholders include 
the former owner and his father, a physician, and a prominent 
bank official.

Public Relations
Professional and communitv relationships.--The assist

ant manager reported that public relations activities are 
chiefly concentrated on the development of good relations 
with store customers. The manager is a good golfer emd 
sportsmem, which has aided in ested)lishing close relationships 
with many physicians and professional people. Pre-printed 
prescription pads are furnished to physicians which generally 
feature the store's name. Also, medicine is furnished to 
physiciems at cost.
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Relations are good with other pharmacists in the area, 

cuid prescriptions are frequently exchanged. The store makes 
a practice of sponsoring a Junior league baseball team, a 
bowling team, and other community activities.

Advancement of Bharmacv
The assistant manager belongs to the county amd state 

pharmaceutical associations. He believes the county associa
tion has been rather ineffective in holding the line against 
discount houses. He reported that he is cm associate member 
of a large executive association existing in the city, and 
that this brings him more contacts than any other orgemiza
tion with which he is affiliated. He pointed out that since 
he is younger than most of his customers, it is somewhat dif
ficult to meet the customers socially. One of the most dis
couraging problems in pharmacy, he believes, is the cut-rate 
policy of the giant discount houses. He thinks that the phar
macists should not work for this type of operation since dis
count houses, in his opinion, represent a major threat to the 
continued professional practice of phcirmacy.

Education.— The assistant manager reported he be
lieves that the study of economics should be required as a 
part of the general education program for businessmen. He 
indicated that one of his present problems is a lack of train
ing in creating effective selling advertisements. A knowl
edge of lettering work and a study of contrasts between large
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and small print would be very helpful, he believes. Training 
in public speaking would also be a great asset in selling the 
professional image of pharmacy to the public, he commented.



CASE 23

Nature of the Store Operation
This is a rapidly growing neighborhood drug store, 

completing its third year of operation. This year's sales 
are expected to reach $300,000 with approximately 25 to 30 
per cent of its business in the prescription department. Mer
chandise inventory averages $50,000 cost value with an annual 
merchandise turnover of 3.5 to 4 times. Outstanding accounts 
receivable vary between $7,000 amd $8,000. The soda fountain 
accounts for about 5 per cent of total sales. The store oc
cupies 4,200 square feet, for an cumual sales of approxi
mately $67 per square foot.

This is an aggressive merchandising operation. Lo
cated at a five-way traffic intersection in the outskirts of 
a rapidly growing city of about 150,000 population in a semi
business district, the store draws trade both from the city 
and from the rural area. It has a convenient drive-in window 
which accounts for a little less than 10 per cent of the 
total prescription volume, and also serves as a convenience 
for occasional drive-in customers who wish to purchase other 
items without leaving their cars. A wide and complete stock 
of merchandise characterizes this operation. Hardware, paint, 
and fertilizer are important merchandising items.

The owner-manager has purchased this store smd also 
a prescription pharmacy, both within a three-year period, euid
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within five years of the time of graduation from pharmacy 
school. The prescription shop is located in a medical clinic. 
To secure this shop, the owner-manager was required to bid 
for the location. He pays a flat rate of $12,000 per year to 
the medical clinic for the lease. The clinic has definitely 
increased the prescription business in the retail store and 
has given it greater "prestige." The prescription shop is 
open only limited hours. It is, therefore, very convenient 
for the retail store, which offers a 24-hour service, to han
dle the "after hours" prescription business for the clinic.
The first year in the prescription shop was difficult because 
of dissension between doctors in the clinic, but the situa
tion is now rapidly improving.

This total operation has been achieved on an origi
nal investment of $2,000 suid am association in a partnership 
which has recently terminated, except for purchasing and ad
vertising cooperation which is steadily decreasing.

The owner-manager believes that the retail drug store 
provides greater security for the pharmacist than the profes
sional prescription shop. He credits his previous experience 
as an employee in the grocery business with providing the 
necessary knowledge for successful merchamdising. He fore
sees that extreme competition is developing from prescription 
departments in grocery chains and discount houses, which leads 
him to think that these types of outlets will continue to 
lower margins and provide increasing competition, particularly
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for the professional prescription shop. He, therefore, con
siders the merchandising of sundries as one of the best types 
of insurance against possible decrease in prescription profits 
for the pharmacist-owner.

The person interviewed was employed as an assistant 
manager in this store after graduation from the School of 
Pharmacy, Southwestern State College, last year.

Merchandising
Buying.— This store is not aligned with any agency or 

buying group and operates independently, except for some pur
chasing done in conjunction with his former partner and his 
clinic pharmacy. These three units operate under a common 
name and advertise together, although his former partner's 
operation is now separately owned. This enables the units to 
operate as a chain unit and secure additional discounts and 
buying privileges from manufacturers.

Two full-service drug wholesalers provide daily serv
ice. The manager has not joined a new volume purchasing plem 
of a full-service wholesaler as he is fearful of aligning his 
store with any cooperative buying group, although he sees 
definite advantages in such an arrangement. He apparently 
values the independence with which he now operates more than 
he does the purchasing advantages of buying associations.
His direct purchases total only about 25 per cent of the 
total: however, this would average much higher in the
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prescription department. A high merchandise turnover is 
stressed, particularly in the drug department, but because of 
the size of the retail merchandise department and the lower 
turnover associated with this type of merchandise, this opera
tion does not maintain more than a normal turnover.

Pricing.— The pricing policies of this store are com
petitive in certain lines which are locally competitive. How
ever, suggested list prices are generally maintained. "Loss 
leaders" are featured to stimulate traffic. A marking device 
is used which stamps the store's nsune, date, and cost price 
of merchandise, and indicates the source of supply. Although 
the cost price ceui be discerned by the buyer on close inspec
tion, the manager expects his customers to know he is making 
a fair profit. This marking device has msuiy :times paid for 
itself because of the ease of marking multiple packages.
Also, the marking tag cem be removed from the package, and in 
the case of drug merchandise, this prevents the incurring of 
a loss if the marked container is returned to the store.

Competition.— Competition stems chiefly from another 
general type drug store in the iimediate area which has a pre
scription department. Also, competition from physician- 
owned prescription pharmacies is increasing. There is also a 
chain grocery store in the area whicdi has a prescription de
partment that offers cut-rate prices.

Competition is met by the stressing of service, in
cluding a 24-hour prescription service, delivery, drive-in
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window, charge accounts, loss leaders, gifts, and advertising. 
When the manager teûtes a trip, he makes an effort to visit 
drug stores along the route to study their operation with a 
view of improving hjs own store.

Advertising.— The principal advertising consists of 
lithographed hsmdhills vdiich are distributed throughout the 
neighborhood at carefully plemned intervals. These are com
posed and planned by the owner-manager. Some advertising is 
done in the newspapers for special-event days, but this type 
of advertising is not emphasized. The delivery vehicle fea
tures a car sign. Calendars, coffee, and various gifts are 
freely given to customers.

Recently, the manager has been experimenting with 
television amd radio advertising with some success. For a 
flat fee of $100 for eighteen weeks, a local television sta
tion provides the store with two 30-second spot advertise
ments featuring the store and store pharmacists on a late 
evening show, with additional spots occasionally at other 
times. A radio news program at the noon hour also features 
a daily store advertisement.

Selling.— This operation is self-service, with one 
principal cash register. However, at all times assistance is 
available to the customer. The layout is unique because the 
prescription department is close to the front of the store, 
with newspapers and magazines in the rear.
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Inventory.— Inventory control is maintained by means 

of dollar control, the manager purchasing approximately 60 
per cent of a combination of the previous year's and the cur
rent year's sales, although sometimes this varies during spe
cial seasons. The dating and pricing of merchcuidise also pro
vide some information, enabling a degree of control over the 
merchandise, yet the informemt stressed that more adequate 
knowledge and control of fast-moving items are needed.

Accounting
Financial statements.— Daily summary report sheets 

are compiled with monthly totals and forwarded, along with 
the bcuik statement and check register, to am outside account
ant. He furnishes the owner-manager with cui operating state
ment and balcuice sheet once a year, in addition to calculating 
his income tax. Doubt was expressed as to whether the yearly 
operating statement êuid balance sheet provide adequate ac
counting control of the operation, yet the owner-manager 
doubts that monthly statements would be worth the cost. He 
makes his own analysis of accounting ratios and percentage 
figures and studies them closely.

Accounts receivable.— The informant expressed dissat
isfaction with the mcuiner in vdiich accounts receivable are 
processed, emd it is evident from his remarks that the store 
does not maintain sufficient control of outstanding accounts 
receivable. Short-time charges by customers, who do not wish
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to be put on the store's accounts receivable, present an ag
gravating problem. These transactions are not entered in the 
day's business but are entered as cash transactions when the 
charge accounts are paid. The informant indicated that the 
owner-mzmager is considering an "aging process" to control 
bad debts, but is apprehensive of the work involved. At pres
ent, he sometimes uses a collection agency to collect overdue 
accounts.

Records.— The payroll is completed by a store clerk, 
êuid all tax reports are processed by the outside accountant.
No special prescription records are kept because the informant 
believes that any inconvenience involved in finding the re
quested prescriptions is no greater than the work involved in 
making an alphabetical system daily. With the exception of a 
very small cash register for processing newspaper and magazine 
sales, all of the store's treuxsactions are kept on a single 
cash register and classified as prescriptions, tobaccos, baby 
foods, sundries, and excise taxes. No departmental gross or 
net profit figures are calculated. Invoices and expenses are 
paid in such a manner as to take advantage of almost all dis
counts. These bills are filed with respect to the date and 
are taken care of promptly.

Personnel
Nature of personnel.— The normal store force on a 

shift consists of five people, including a registered
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pharmacist. This requires an average total force of eight 
full-time employees. The firm has an extremely low personnel 
turnover, probably because of salaries slightly in excess of 
the usual rate.

Selection amd training.— The employees are carefully 
trained by the owner-manager. The informant believes the suc
cess of auiy store lies in the personal selling efficiency of 
its employees and their ability to please the customers. The 
owner-manager has recently commenced having store meetings 
with the employees, with eüaout two meetings a month. At 
these meetings he and the employees discuss store problems 
and emphasize meauis of increasing sales. Occasionally, 
films are shown or talks are given by store suppliers, who 
emphasize better merchandising procedures. These meetings 
appear to be very beneficial and helpful.

Evaluation, compensation, incentives.— Evaluation and 
compensation of employees are determined by observation and 
not by any objective procedures. Incentive selling devices
are used only rarely and consist of an occasional use of

\"P. M." items (premiums furnished by the manufacturer). The 
owner-manager prefers that his employees have previous mer
chandising experience, preferably in grocery stores.

The owner^nanager recently contacted an internal con
trol and merchandising service which checks retail establish
ments for honesty amd efficiency. A long-time trusted em
ployee was discovered to have been taking cash from the firm



375
and confessed to having taken $2,500 over a period of three 
years. It is believed that it was actually much larger than 
this eunount. It appears that this employee, %dio opened the 
store daily, was "under-ringing" customers' sales. He also 
had frequent opportunities to remove cash from the day's re
ceipts, thus bringing the daily cash receipts into approxi
mate balance with cash register totals. One thousand dollars 
of the loss was recovered from the general insurance policy 
carried by the store. The employee, who was subsequently dis
charged, has mortgaged his home to the insurcuice company, emd 
has agreed to make regular payments to the owner-manager of 
$1,500 for his net admitted loss. Thereafter, payments will 
be made to the insurance company to repay it for the $1,000 
payment made to the owner^namager.

Finance
Capital finance.— This operation begatn with the pur

chase of a small drug store by the present operator with a 
relatively small cash investment, a sizable bank note, and am 
equally large second-mortgage note to be paid by an alloca
tion of 40 per cent of the net profit of the store above the 
salary of the owner-manager. The second mortgage was paid in 
the first year of operation. The store was moved into tempo
rary quarters across the street while the lessor built new 
quarters, a building of 4,200 square feet with dimensions of 
60 by 70 feet. The business has since been very profitable 
iu the new building.
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The otmer-manager ' s principal problem appears to be 

the allocating of 30 per cent of Income for tax purposes, 30 
per cent for expansion, and the remainder for personal living 
expenses. Because of the large amount of financing Involved, 
he must be extremely careful In controlling his purchases emd 
other finances.

Insurance.— In the three years of operation, the 
store has experienced two burglaries, em armed robbery, and 
two delivery truck accidents. In one of the accidents, the 
vehicle was a total loss. The owner-manager Is appreciative 
of the state law requiring workmen's compensation because of 
the recovery by one of the employees hurt In the accident of 
sizable payments as the result of Injuries.

Public Relations
Professional, customer, and employee.— The Informant 

stressed the value of visiting physicians êuid dentists as 
often as possible, and giving them home telephone numbers for 
emergency calls. He emphasized that the most Important part 
of professional pharmacy Is to help It survive as such. He 
believes that each pharmacist has a duty to Inform the public 
of what pharmacy Is and how the medical team can assist the 
community. Good relations with customers are developed by 
keeping employees Informed as to "product knowledge," and by 
providing customers with additional personal services. Includ
ing free delivery.
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Advancement of pharmacy.— The current problems of 

pharmacy (price-cutting, socialized medicine, etc.) cem be 
overcome, in the opinion of the informant, by pharmacists 
joining the pharmacy associations and taking part in them.
One of the most valuable benefits received in this area for 
practical use in this store is from participation in pharmacy 
seminars sponsored by a large pharmacy school extension serv
ice. These seminars are held just before football games at a 
university and are well attended.

Education.— The informant believes that accounting, 
management, sales training, and advertising and display 
courses are helpful to store managers.

(Note : Since this interview the informant has termin
ated his employment because of a difference in philosophy 
with the store owner in regard to drug store operation. He 
stated that he does not agree with the merchandising philoso
phy practiced in this store, in which the sale of paint emd 
hardware is emphasized. He believes this is degrading in a 
drug store and takes up room that could be devoted to some 
line of products that belongs in a drug store. He criticized 
the selling of cheap products stacked in aisles covering up 
the good merchandise available to customers. He said that 
service, product knowledge, and quality merchcuidise should be 
stressed. Then, he believes, drug stores need not worry
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about discount houses and grocery stores because these out
lets cannot offer this type of service.)



CASE 24

Nature of the Store operation
This drug store is the original unit in a local chain 

of five units. Its annual sales were $135,000 in 1961, with 
40 per cent of them being prescription drugs; 50 per cent, 
merchandise ; and 10 per cent, tobacco sales. An average of 
about 40 prescriptions are filled per day in the summer ëmd 
50 to 60 in the winter. The store has been in operation for 
many years. The present store manager has been managing this 
store part-time since the first of the year and recently as
sumed complete control. The current inventory at cost is 
approximately $40,000, and the stock was turned over slightly 
less than three times last year. Credit sales are encouraged 
and constitute 40 per cent of the total sales. The store is 
open for business seven days a week from 7:30 A. M. to 
9:00 P. M. The drug chain operates independently. A distinc
tive feature of this store is the separation of the manage
ment of the fountain from that of the remainder of the store 
through a leasing arrangement.

The store is located across the street from a large 
general hospital on the comer of a neighborhood area of an 
expanding city of 38,000 inhabitsmts. The store was formerly 
one of the outstanding drug outlets in the city. It is now 
severely handicapped by the lack of adequate parking space, 
as the limited parking both in front of the store and on the

379
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side street is frequently occupied by hospital visitors. The 
presence of parking meters also discourages possible custom
ers. The original building in vAiich the store is located is 
now rather aged in appearance. Another unit of the chain is 
located two blocks away in a new medical clinic emd siphons 
off much of the prescription business. The store operates in 
a community in which competitive pricing both on prescriptions 
cuid general merchandise is especially prevalent.

Other disadvantages of this location include the fact 
that it is located in an older area of the community in 
which elderly people reside. Apparently, they purchase in 
small qucmtities, and it is difficult to sell to them more 
than their minimum needs. The hospital also permits mobile 
vendors to sell confections in the hospital, which takes away 
much of the store business. A considerable aunount of sales 
includes those to medical personnel who are permitted to pur
chase at a discount which tends to reduce store profit.

Other local stores in addition to the clinic pharmacy 
are as follows: (1) a downtown store and warehouse on a
heavy traffic comer; (2) a suburban store located in a small 
shopping center on a busy highway at the outskirts of the 
city; and (3) a suburban store located off a busy highway in 
a large shopping center near a military base.

The Store manager graduated from the School of Phar
macy, Southwestern State College, a year ago, and is very 
happy with his association with the chain store manager whom
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he respects. He stressed the belief that the key to success
ful store operation is in greeting every customer in such a 
manner that he feels pleased he has selected this store as a 
place to trade.

Merchandising
Buying.— In many respects, part of the buying is simi

lar to that of an independent store. Because of the individ
ual nature of the unit, much of the merchandise purçhased is 
appropriate to this store only. Many drug items are pur
chased from full-service wholesalers. Those items vdiich cam 
be purchased direct from manufacturers with quantity discounts 
are purchased by a central purchasing office for the chain 
and distributed to the individual units. The store is par
ticipating in the new volume buying plan on certain fast mov
ing items, sponsored by a national drug wholesaler, which en
titles eadi store to special discounts. Sundry items which 
do not sell readily in one unit of the chain may be shifted 
to another unit which can sell this merchcuidise. Except for 
small payments vdiich are made for merchandise out of a petty 
cash fund, all purchases are processed through the central 
office.

This store, along with the other units in the chain, 
buys a considerable amount of a certain line of private brand 
drug merchandise, which permits a high profit margin and is 
aggressively merchandised. Also, this chain purchases some
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merchandise from a private drug manufacturer which is labeled 
with the local chain name.

Pricing.— The manager reported that pricing is ex
tremely competitive. He indicated that if a customer com
plains that a competitor is selling a certain item at a low 
price, he will usually meet that price. Prices are generally 
determined by the central office. The manager indicated that 
often competitors engage in featuring "price-leaders" which 
are retailed at less them cost. He described a situation in 
which it is almost impossible to appeal to customers on price 
alone, because of the variety of competition from different 
types of stores.

Prescription drugs usually carry a margin of 50 per 
cent of the selling price, while non-prescription drug sales 
have a margin of about 40 per cent. The manager indicated 
that it is difficult to maintain a margin of 33 per cent on 
other goods. Private bremd drugs generally have a margin up 
to 50 per cent. Manufacturers' recommended prices are gener
ally maintained on national breuid merchandise.

Tbe manager indicated that the policy on the price of 
prescription drugs is not adhered to rigidly. He said that 
the chain store manager and the older pharmacists dispense 
mêmy prescription items for less them $1.00. The more re
cently graduated pharmacists tend to charge higher prices, 
cUid the manager related that his minimum selling price is 
$1.00. He expressed the belief that the drug store chain
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owner could have been better off financially if he had fol
lowed different price policies on prescription dxrugs.

Competition.— The manager gave an account of competi
tion from many sources « including a new discount house, which 
does not have a prescription department, but features many 
drug products. He related that various non-drug outlets in 
the city feature items such as watches, cêuoeras, appliances, 
and drug products at lower prices than he can obtain these 
items. Particularly, he objected to the discounting of pre
scription drug prices, which often returns a lower margin of 
profit them sundry merchandise. It is apparent that much of 
the price-cutting stems from an aggressive cut-rate drug 
store which, for many years, has been very successful in adver
tising cut-rate prices. A merchandising policy of this cut- 
rate store includes using as "loss leaders" the products of 
other types of outlets. He commented that much of the pre
scription business of this drug store is now going to the 
nearby clinic pharmacy operated by this chain.

The manager reported that the pharmacy located in the 
medical clinic operates under a lease agreement which re
quires a rental payment of 20 per cent of the gross sales; 
nevertheless, this clinic pharmacy does not increase its 
prices on the filling of prescriptions. It is apparent that 
the clinic pharmacy is operated only to prevent more restric
tive policies which might be followed if it were under the 
management of a competitor.
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This clinic pharmacy furnishes copies of its prescrip

tions to this store which can then be distributed to other 
units of the chain. In this way, prescriptions from this 
clinic may be refilled by customers at any of the chain out
lets, and this procedure materially increases business in the 
other stores.

Advertising.— Advertising consists chiefly of full 
page advertisements in the latter part of the week in the 
daily newspaper featuring specials vdiich are carried in all 
units of the chain. These ads are prepared by an advertising 
specialist in the downtown store in cooperation with the chain 
manager. A requisition sheet is sent weekly to all units of 
the chain to indicate the merchandise needed.

Small store signs are profusely distributed about the 
town, advertising the chain name. They are attached to the 
reverse side of street markers. An agreement with the city 
permits the chain to furnish the cost of the street markers 
in return for advertising privileges.

The manager commented that often merchandise is adver
tised in an issue of the newspaper at a slightly higher price 
than that of competing stores. He conmnented that this is em
barrassing emd should be avoided as much as possible.

Selling.— The msmager stressed the importemce of per
sonally greeting customers and developing personal relation
ships between store personnel and customers. He noted the 
presence of "area selling" in the community in vdiich each
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store develops its own clientele. He strives to satisfy the 
customers in his part of the city.

The manager suggested that other types of retail
stores are charging for credit privileges, indicating that he
himself is paying a sizable credit charge on a recent pur
chase . He believes that this may soon become a common prac
tice in drug stores.

The layout of the store appears to be satisfactory, 
although not outstanding. The manager commented that the 
chain might utilize a marketing expert effectively to travel 
from store to store to set up selling displays.

Inventory control.— No control methods are utilized 
except observation and the use of "want" books by the store 
manager. Frequently, oversupplies of certain types of mer- 
chcuidise are shifted to other stores in the chain. The maui- 
ager commented that inventory control is principally a respon
sibility of the store mêuiager, and that some managers in the 
chain are more sensitive to the value of inventory control 
them others.

Services.— Credit is extensively advertised. The mam- 
ager commented on this aspect of drug store operation, indi
cating tdiat because of the small amounts often charged, credit 
constitutes a considerable expense for the average drug store. 
He indicated that the gross margin of profit in a drug store 
must usually be higher than that of a grocery or variety 
store in which "caush amd carry" policies predominate.
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Therefore, he stressed that drug stores must emphasize conven
ience and service on nany items because of the higher costs 
involved.

A trading stamp program recently adopted by this chain 
has led to greatly increased business in all units of the 
chain except this store. The manager cannot understand why 
this store's business in not improved. He related that people 
in the community are "stamp crazy." He cited an instemce of 
cm excess supply of water bottles which cost 49 cents and re
tail for 98 cents. The price of each was reduced to 50 cents, 
and still the merchandise would not move. Then the manager 
decided to give away $10 in trading stamps with the sale of 
the water bottles at the original price of 98 cents (ten dol
lars in stamps cost the store 25 cents). The rush to buy 
these bottles was so great that the store sold the excess sup
ply and had to order more.

Another effective selling device frequently practiced 
is the inclusicm of a "get well" card in each prescription 
drug delivered %diich invites the customer to come into the 
store and pick up a designated item of mercdiandise costing 
about 25 cents. The mamager reported this to be an extremely 
effective device to build up traffic and create good will.

The manager commented that the fountain, which is' 
leased, is not under the direct control of the store mamager. 
He observed that, while this eliminates a major problem in 
drug stores, dissatisfaction with fountain services and
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lunches may create a feeling of ill will which can extend to 
other departments of the store.

Accounting
The accounting for the store is done in the local of

fice of the chain. Daily sunmary sheets of the day's busi
ness are prepared by the accounting office from store cash 
register tapes, credit tickets, cmd daily cash collections. 
These summary sheets are sent to the store in duplicate the 
next day. They contain the departmentalized cash and credit 
sales, money received on accounts, cash register readings, 
deposits, and similar data. Accounts receivable are processed 
in the accounting office. A petty cash fund is provided from 
vdiich the store makes all cash disbursements.

Personnel
The manager reported that the employees generally con

sist of two registered pharmacists and four other employees. 
The store operates in shift with one running from 7:30 A. M. 
to 3:00 P. M. and the other from 3:00 P. M. to 9:00 P. M. A 
shift includes a registered pharmacist, a cosmetician, and a 
combination cashier and clerk. In addition, the chain main
tains a delivery man for all the stores. The manager said 
his training program consisted almost entirely of his per
sonal suggestions given to store personnel. No store-wide 
meetings are held for training purposes.
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The manager stated that personnel management is the 

most critical problem in the operation of a drug store. The 
chain store manager, «dio was present during part of the inter
view, disagreed sharply and declared that the principal prob
lem in running a drug store today is in securing and retain
ing registered pharmacists. The chain manager is obviously 
disturbed over the fact that he must pay a pharmacist a salary 
of $600 a month or more, regardless of his capabilities.

The manager stated that he faces the problem of cre
ating enthusiasm and interest in his employees %dio are older 
and more experienced because of mistreatment by the former 
manager.

He indicated that in frequent store contests in which 
a 5 per cent bonus is given by tixe local owner to match a 
manufacturer's 5 per cent bonus, the girls frequently respond 
in a lackadaisical manner. He believes that his most criti
cal challenge lies in asserting the proper leadership to re
gain an atmosphere of pride and respect in store employees.
He pointed out that, by having entirely separate employee 
shifts, he is not faced with internal jealousies vdiich are 
prevalent in another larger store unit in which the employees 
complete with each other.

The store manager explained that he did not operate 
under a contract because of his recent assumption of full man
agement. He reported, however, that a store manager in vdiom 
the chain manager has confidence is usually p>aid a salary of
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about $600 per month, plus 25 per cent of the store's net 
profit. He said that he believes this is a very fair arramge- 
ment. However, he did comment that, because of differences 
in desirability of store location amd resulting profit, he 
would prefer to be paid a bonus on gross sales rather than 
net profit.

Finance
The manager repoxrted that, because of the competitive 

nature of merchandising practices in this city amd other fac
tors, including previous mamagement, his store was making a 
net profit of less tham one per cent of the sales.

Public Relations
The store provides candy at Christmas time to all de

partments of the neighborhood hospital, amd physicians are 
presented special gifts. Nurses receive a 10 per cent dis
count, amd doctors receive a 20 per cent discount on front- 
end merchandise. The mamager commented that, since physi- 
ciams' wives often visit the store more often tham their hus
bands, a special effort is made to recognize them. Doctors 
are given free cigars and are extended other courtesies.
Aside from this, there is little contact with physiciams.

At Christmas time, employees are given a $10 gift.
The mamager stressed that almost his entire public relations 
effort is directed towards customers who come into the store.
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Advancement of Pharmacy.— The manager expressed con

cern over the cutting of prices on prescription drugs. He 
believes that, after spending four years in a pharmacy school 
in training for a profession, he should receive a higher mar
gin of profit on his investment.

The mamager reported that copies of prescriptions are 
not exchanged with two drug stores in the community which cut 
prices. He related an incident which makes him believe that 
discount stores sell at reduced prices occasionally only to 
impress customers, but have no fixed discount policy.

The mamager is critical of the recent action of the 
board of pharmacy in licensing "assistant pharmacists" with 
no formal training, while at the same time the phaurmacy cur
riculum has been increased to five years. He said that phar
macy laws are not always strictly enforced, but acknowledged 
that he occasionally is compelled to leave his drug store 
without a registered pharmacist in charge because of circum
stances over which he has very little control. He believes 
that if pharmacy is to continue to develop as a profession, 
it is necessary for the retail store to be located in a sepa
rate building, the premises of which are controlled by the 
pharmacist without interference by the medical profession. 
This is necessary, he explained, to insure the status of the 
pharmacist as an independent professional man.

Education.— The manager expressed the belief that the 
practical aspect of drug store management must be learned on
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the Job under competent supervision. He believes the most 
important element in store operation to be the acquisition of 
the necessary poise and personality necessary in working ef
fectively with people. He commented that it is very impor
tant for pharmacy students to leam the fundamentals of busi
ness through comprehensive management courses. He believes 
an understanding of the basic theory of management is very 
essential in giving the students a sound background of basic 
knowledge. He stressed the importance of management account
ing with an appreciation of percentage ratios necessary to 
successfully operate a business. Also, he emphasized the 
necessity of an understemding of percentage discounts in ar
riving at intelligent decisions in regard to quantity pur
chases .



CASE 25

Nature of the Store Operation
This is a chain drug store located in a suburbam shop

ping center in a city of over 40,000 people. Annual sales 
are over $200,000, maintained on a merchamdise inventory valued 
at a cost of $48,000. The merchandise stock has a turnover of 
about three times amnually. The prescription business aver
ages approximately one-third of the total sales with about 40 
prescriptions filled daily. Approximately one-third of all 
sales are charged. The store has been in this location for 
about four yeaurs. Its fountain area is leased to amother 
operator who is in full charge of fountain sales. The foun
tain area seats approximately 35 people. The store mamager 
graduated from pharmacy school about four years ago.

The store is located in a shopping center adjacent to 
a well-traveled highway. Each year, sales in this store have 
increased about $100 a day. They now approximate $570 a day, 
which is 20 per cent better than at the same time last year.
The manager reported that this is a favorable location be
cause of the relatively high income of the inhabitants of 
this section of the city. He indicated that the people «4io 
come into the store usually come to buy, which he believes is 
not true of other stores located downtown or in more populous 
areas. He reported that most of the customers shop regularly 
in the store, indicating that he knows more than 75 per cent

392
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of them amd can call each one by name. He emphasized that 
friendliness causes them to return for more purchases. Only 
one physiciam is located in the shopping center, and the 
store is somevAiat removed from a medical center; however, the 
prescription business is relatively good. Because of the 
high level of income of the people in this area, it is not 
unusual for a customer to come in and buy $30 or $40 worth of 
merchandise.

The store operates as part of a local chain, includ
ing four other retail units and a clinic pharmacy. Buying, 
selling, amd advertising practices of this local chain are 
centralized and fairly uniform.

Merchandising
Buying.— Merchamdise for all units of the chain is 

stored in a basement warehouse of the downtown store. The 
downtown store is also the center for the accounting control 
of the chain operation. Merchamdise in the basement ware
house is arranged in a somewhat haphazard mamner. The drug 
supplies for this operation are located at the rear of the 
downtown store, adjoining the prescription shop. Most direct 
purchases are stocked in the warehouse, including a large 
quantity of private brand drug products vdiich the chain em
phasizes. These private brands include one featured line of 
products upon vdiich the chain makes a very good margin of 
profit. Also, the chauLn stocks certain drug items upon which
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the manufacturer prints the name of the local chain. These 
drug items also carry a higher than average per cent margin 
of profit.

Merchandise supplied to this store from the downtown 
warehouse is checked out and charged on an inventory sheet.
If this store needs only an occasional item or two of merchan
dise, it may be purchased from the downtown store and charged 
on regular sales slips like the customers with credit sales.

No particular inventory is used at this store or at 
the warehouse. The principal control of the entire operation 
is a close check kept on the accounts payable to determine 
how much money is being spent at any given time, and on the 
annual inventory. Also, visual checks are made in the ware
house. As the store operation is not too closely supervised 
by the central office management, a great deal of initiative 
and responsibility is left to the store manager.

The store is supplied by two full-service wholesalers. 
It participates in a volume buying plaui sponsored by one of 
the wholesalers. The store has joined in the cooperative re
tailer advertising program sponsored ly this «diolesaler. The 
store manager indicated that one of his typical problems con
cerns a certain cosmetics line which is carried. He said 
that very often the company introduces some new products 
which broaden the line, requiring a heavier inventory to be 
carried by the store. He also said that shipments of merchan
dise which are not ordered are often received on this line of
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goods. He said that it is almost mamdatory to carry the line 
because of customer demand, but much of the merchandise is 
stacked in the back of the store awaiting a return to the cos
metics company. Full credit is given for returns, but he 
emphasized that, in his opinion, this is not a businesslike 
arrangement. He believes the principal task in selling is to 
determine customer needs and to secure the type of mercham- 
dise they desire.

Pricing policies.— The store is located in a competi
tive pricing area, particularly on front-end merchsuidise. A 
long-time cut-rate drug store is located some distance away 
in the downtown section of the city and, largely because of 
this outlet, there has been some cutting of prescription drug 
prices as well as on front-end merchamdise. The store opera
tion, however, generally experiences a 50 per cent margin of 
profit on prescription drugs, auid 40 per cent on most other 
drugs amd cosmetics; however, the store memager finds it dif
ficult to maintain a one-third margin on front-end merchan
dise. He reported that he sets a $1.00 minimum price on pre
scription items, but that the drug chain owner and older phar
macists in the chain often dispense 55 amd 65 cent prescrip
tion items because of a long time practice, which they appar
ently find hard to change. Recommended prices are generally 
maintained on standard name-brand drug items.

Competition.— This shopping center chain store enjoys 
a degree of pricing freedom because of its location away from
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any other drug store. There are several low-price stores In 
the community that sell many product lines whicdi are also 
sold in this drug store. For this reason, the manager empha
sized that it is very difficult to make a price appeal on 
these lines; therefore, he stressed that he meets competition 
by emphasizing service and close customer relationships.

Advertising.— This chain carries a full-page adver
tisement every week which runs from Wednesday evening through 
Saturday. The selling of private brand goods and front-end 
specials is emphasized. The full-page advertisement features 
the offering of specials throughout the four stores. This 
chain also advertises by means of large billboards, located 
along principal highways leading into the community, and by 
maintaining a multitude of street markers throughout the city.

Personal selling.— The head of this chain store opera
tion sets up selling quotas for each store in the chain for 
special types of merchandise which carry manufacturers' premi
ums for the employees as selling incentives. These quotas 
are reasonable and, if reached by the individual store, will 
reimburse the employees in the store with ein extra 5 per cent 
premium in addition to the 5 per cent furnished by the manu
facturer of the goods. This is a tecun effort on the part of 
each individual store and results in group participation 
which stimulates the sales force.

The store is laid out in a neat, efficient manner and 
carries a large stock of merchandise. The layout is based on
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a semi-self-selection principle, with the cash register lo
cated near the front of the store and surrounded by an island 
of merchandise.

Very little inventory control is maintained except 
that exercised by the individual manager.

Traffic promotion.— This chain has recently adopted a 
trading stamp program which is proving very satisfactory.
Sales have increased markedly since the program begeui. It ap
pears that many people will be stimulated to buy merchandise 
if they are given trading stamps. The store manager also be
lieves in providing all possible service to customers in 
order to increase the store's business. He indicated that 
small favors, including free cups of coffee and occasional 
gifts, do much to improve customer relations. He said that, 
when oauidy items are outdated, he frequently distributes them 
to his customers in order to develop good will. This prac
tice costs the store only one-half of the original cash be
cause the company will take the merchcuidiae back at one-half 
the cost. He also related that at times gift certificates 
are placed in prescription drug packages %dien they are de
livered, which entitle the customers to come into the store 
and receive low-priced items free of charge. He reported 
that this is a very effective merchandising device.

Legal problems.— The owner of the chain has had 
severe financial problems as a result of the death of his 
former partner and co-owner. No life insurance and no
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continuance of business agreement was made between the two 
peurtners. Consequently« upon the death of the former partner, 
the present owner-manager was compelled to buy his former 
partner's interest to prevent liquidation of the operation by 
the widow. This required heavy financing; the operation is 
just now recovering from the effects.

Also, the owner-memager has underwritten a very large 
obligation of one of his pharmacists to a full-sepvice whole
saler. Apparently, the purpose was to insure the services of 
the registered pharmacist, who, in his previous position, had 
been unsuccessful. Payments on this debt are being made regu
larly by deductions from this pharmacist's salary. However, 
it appears that this pharmacist, who is a msmager in a unit 
of the chain, is apparently having difficulty in making his 
store operation profitable.

Accounting
All accounting for the store is centralized in the 

head office of the chain, located in the downtown store where 
a full-time accountant is employed. Each day the store man
ager places the store's money in a sack, along with cash 
register receipts, credit tickets, and other data relating to 
the day's business, and forwards it to the chain office. The 
chain store accountant then tabulates and rechecks this infor
mation and prepares a daily record summary and forwards a 
carbon copy to this store the next day. This constitutes the
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principal bookkeeping with which the store manager is in
volved .

The store accountant makes yearly statements. If 
emergency data on the store's operation are needed, the ac
countant is able to furnish this information within a very 
short time. He also provides a report to all store managers 
every ten days, comparing the store's performance with the 
same 10 days of the preceding year. Thus, it is made obvious 
to the store manager how the store's operation is progressing. 
If the sales are down, it is marked in red ink; if the sales 
are up, it is marked in black ink. The store manager reported 
that this is very effective in encouraging improvement in the 
store's performance. Accounts receivable credit tickets are 
prepared in triplicate; one copy is given to the customer, 
one is retained, and the third is forwarded to the central 
accounting office where it is posted to the customer's ac«? 
count. Statements are mailed to customers from this office 
on the 28th of each month when the books are closed. All pay
roll and tax reports originate in the central accounting of
fice.

Each prescription drug dispensed is recorded in a pre
scription file. No other prescription records are kept.

The store operates four principal departments; a 
fountain, tobacco, merchandise, and a prescription department. 
A camera department is a feature only of the downtown store. 
The fountain is leased for 10 per cent of the gross sales.
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with the chain management furnishing the necessary utilities. 
All other expenses are taken care of by the fountain operator, 
Fountain receipts are included in the store's receipts, vdiich 
are processed in the central accounting office and then re
turned in one daily payment to the fountain department after 
10 per cent is deducted.

Personnel
The store is operated in two shifts. One shift runs 

from 8:00 A. M. to 3:00 P. M. and the other from 3:00 P. N. 
to 9:00 P. M. The store is serviced by one registered phar
macist (in addition to the manager). A delivery man serves 
all units of the chain. Also, the store manager employs de
livery boys whom he pays 30 cents per hour to deliver pre
scription packages in the immediate area.

The store manager indicated that employees must be 
friendly emd neat to be successful. He believes that sm ef
ficient clerk must also know the store merchandise in order 
to be able to sell. He emphasized that there are a great 
many products in a drug store and efficient selling requires 
both ability and interest in learning about the merchandise. 
He reported that it is generally a problem to stimulate em
ployees to take a real interest in their work.

The manager related that he is paid a salary of $600 
per month, plus 25 per cent of the store net profit. He also 
said that he has a private five-year agreement with the chain
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store owner, whereby he is being allowed to have an option to 
buy the store. According to the agreement, 80 per cent of 
his 25 per cent interest in the store profits is deposited in 
a trust fund to be used if he wishes to exercise the option 
to buy the store. If the chain manager should, for any rea
son, decide to sell this store, along with the other stores, 
he has made am agreement to reimburse the mamager with twice 
the cUQount of money which exists in the trust fund at the 
time of the sale. The store mamager seemed pleased over this 
arramgement. It is going to be possible for him to own a 
large modem store within ten years after his graduation from 
a pharmacy school.

The store manager repeated that, on certain types of 
merchamdise, clerks are paid manufacturers' "P. M.'s" (gener
ally a 5 per cent reimbursement of the selling price) in addi
tion to local store "P. M.'s," vdiich are set up to reward the 
employees whose selling quotas are met. According to the 
P. M. plam, if a P. M. is furnished by a manufacturing com- 
pamy, the chain manager will set up quotas for each particu
lar store to meet. If these quotas are met, he will match 
the mamufacturers ' 5 per cent incentive with an additional 5 
per cent of his own to spur the employees to better salesmam- 
ship. He reported that generally this plan works very well. 
When two women in the cosmetics department are on the floor 
competing for P. M.'s at the same time, friction sometimes 
may develop between them. This is a disadvamtage of incentive
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selling. The store manager indicated that personnel manage
ment is the principal concern of a drug store owner.

Public Relations
The store manager reported that only one physician 

maintains his office in this center, but that considerable 
business is received from physicians' wives vdio live in the 
area. He treats them with the greatest of courtesy. He men
tioned that doctors emd their families receive a 20 per cent 
discount on merchandise. This firm also allows employees to 
purchase merchemdise in the store at the cost price.

Advancement of pharmacv.— The manager of the store 
participates in the usual professional organizations. He is 
the present leader in his district of the state pharmaceuti
cal association. The owner-iianager of the chain has been 
president of the association. Also, he is an active leader 
in civic groups and in his church. Because of the civic ac
tivities of the chain owner, this phase of community work is 
not a major activity of the store manager. All managers in 
the chain, with the exception of the one in the clinic phar
macy, are mexnbers of the national drug retailers association. 
He believes the principal concern of the retail pharmacist is 
to serve his customers effectively.

The store manager believes that it is desirable to 
p>azrticip>ate in community activities. However, time spent in 
the store, he believes, is much more valuable to the store's



403
success than community work. He believes that, in a community 
of this size, community activities play a very small part in 
the success of the store operation.

The manager indicated that service and friendliness 
determine: success or failure in the drug business. He indi
cated concern that pricing policies followed by a cut-rate 
discount house in the city appear to give the impression of 
low prices when its over-all prices are actually much higher 
than they seem to be. He cited a case in «diich a doctor 
telephoned him a prescription which was filled and sent to 
the individual concerned. The individual would not accept 
the prescription and notified his physician that he would buy 
only at the cut-rate store. Thereupon, the doctor telephoned 
the prescription to that store. When the customer went to 
get the prescription drug, he found that it was priced only a 
few cents below the price at vdiich this pharmacy had priced 
it. The customer then refused to take the prescription from 
the cut-rate store and came to the store where the original 
prescription had been filled. The manager believes this il
lustrates the faulty conception that people have of discount 
house pricing policies.

The mamager looks with favor upon the new five-year 
pharmacy curriculum and believes that it will advance the pro
fessional stamding of pharmacy. He also emphasized that it 
would have been very useful to have leaimed more about mamage- 
ment in a pharmacy school amd believes that management
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subjects should be Included in the pharmacy curriculum. He 
said that the main element of success in retail pharmacy is 
the ability to get along with people and understemd human re
lations .

The store manager pointed out the economic necessity 
of the pharmacist to assume management responsibilities in 
operations of this kind. He indicated that, with compara
tively high pharmacists' salaries, it would be an impossibil
ity in a small store to pay both a professional business man
ager and a pharmacist. Because of this fact, he believes 
there will always be good opportunities in store management 
for pharmacists, and consequently that management training is 
necessary.



CASE 26

Nature of Store Operation
This is a chain drug store with over $270,000 in an

nual sales, located in a metropolitan city of over 324,000 
people. The store is a unit of a former local chain which 
consisted of 16 stores. Recently, the chain was sold to a 
larger chain drug and manufacturing company %diich presently 
operates over 80 retail units. This large chain has also pur
chased cuiother chain of three drug stores in this city which 
was formerly a part of a national cut-rate operation. One of 
these three units is in a particularly large shopping center 
in a suburbcui area, and another is a long-time downtown vol
ume store.

This store has been in operation for many years under 
the former chain management. The new ownership has been in 
control only about six months.

Merchandise inventory and turnover data were not re
ported by the store manager. Prescription drug sales consti
tute 20 per cent of the total store receipts, averaging about 
40 prescription items a day. Some credit business is done 
with charge sales representing 10 per cent of the total sales. 
The outstanding accounts receivable are between $4,000 and 
$5,000. The fountain department represents 20 per cent of 
the total sales.

405
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The store is located near the center of the business 

district in a mid-town medical center surrounded by several 
very large hospitals and a number of medical clinics and pre
scription shops. In former years, this part of the city was 
more prominent than it is today because much of the downtown 
business has migrated to shopping centers.

The store is a unit of vdiat was at one time a prosper
ous local chain operation which has been well-known throughout 
the metropolitan area. Upon the death of the former owner, 
his son attempted to continue the operation. The son, who is 
not a registered pharmacist, apparently experienced difficul
ties in running this large chain. It was reported by the 
present manager that, upon assuming control of the chain, the 
son is said to have discharged much of the former personnel 
which his father had employed. This action apparently wors
ened the situation. This year, for financial reasons, the 
entire chain of 16 stores was purchased by the present owners, 
who have established a new store policy. Included under a 
common store policy are the three units of the cut-rate na
tional chain which have been integrated into this group which 
now consists of 19 stores operating as a unit under the for
mer name of the local chain. The new owners are maintaining 
recommended prescription pricing policies. Much of the mer
chandise in this store, and in other units now in the chain, 
is of a private brand name, which is furnished by small drug 
manufacturing companies in vdiich the owners of this chain
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hold considerable or controlling interests. It appears that 
this drug chain also has a controlling interest in companies 
which produce cigars, toys, and plastics, in addition to a 
chain of drug stores in the eastern part of the United States. 
The major part of the merchandise in these stores at present 
is shipped by truck from the state of Rhode Island. A local 
warehouse which formerly supplied this chain operation has 
been closed. Apparently, it is cheaper to move merchandise 
by truck from one very large centralized warehouse than it is 
to maintain a local warehouse.

Under the new memagement, it is apparent that busi
ness has dropped off slightly. It appears that the store 
policy has been changed in regard to front-end pricing, and 
prices have been raised slightly. This action has resulted 
in less volume but a greater profit for the entire operation. 
It appears there may be some local resentment of the eastern 
ownership of these drug stores. It stems particularly from 
the practice of billing local customer charge accounts di
rectly from headquarters in Rhode Island. Also, certain 
services, including delivery service, have been restricted in 
the interests of greater economy.

The manager ccxnmented that under the new set-up he is 
receiving much more management help and direction thaui he did 
formerly under the former ownership. The present owners from 
the East have retained a local manager who supervises the 
entire present chain. All units of the local chain of 19
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stores now operate under the original name of the local chain, 
of which this store was recently a part.

The general objectives of the manager are to make a 
profit for both the company and himself. He reported that he 
is interested in getting chain store experience, and that 
some day he intends to own his own store.

The store is open from 7:15 A. M. to 10:00 P. M., 360 
days a year. The store is crowded and rather old, with fix
tures sli^itly out-of-date ; generally, it presents a clut
tered appearance. It is generally known that the new manage
ment will soon undertake a modernization program, which has 
already been begun in one local unit of the chain.

Her chcuidis incr
Buying.— As stated previously, most of the front-end 

merchcuidise and many drugs are shipped from Rhode Island by 
the trucking service which this operation maintains. However, 
very few pharmaceuticals for the prescription department are 
brought in from the East. These items are furnished locally 
by two full-service wholesalers. Most of the business is 
done with a national drug wholesale firm which maintains a 
volume buying and advertising plan in which this store has 
not yet participated. The manager reported that he has not 
yet had time to investigate the plan, ctnd when he becomes 
familiar with it, he might participate in it. This store 
purchases direct from three national drug manufacturers, in
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addition to the local purchases from full-service wholesalers. 
The store manager reported that he is not personally concerned 
with discount and turnover policies because most of the store 
policies in this regard are determined by the central manage
ment.

Pricing.— This store emd others in the local chain 
are not engaged in a cut-price operation. The mêuiagers 
strictly adhere to the recommended pricing policies. Most 
national brand goods in the front-end are priced according to 
the recommended prices published in a national drug manual.
The interest which the present ownership has in small drug 
amd sundry manufacturing firms results in the stocking of 
much private brand goods tdiich gives much of their merchan
dise a greater price appeal; however, on national brand goods 
the reconmended prices are generally followed.

Competition.— The store manager reported that, be
cause of being located in this large medical center, he ex
periences considerable competition from clinic pharmacies.
He indicated that this competition was not one of price be
cause nine out of ten drug stores in this metropolitan area 
follow the recommended prices. Many clinic pharmacies charge 
even higher prescripjtion drug prices. However, the manager 
did indicate that it appears to him that physicians are inter
ested in making a profit from pharmacies in clinics in the 
area. He believes that many of the physicians are involved 
in rental agreements whereby they either receive a certain
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percentage of clinic pharmacy sales or they receive rebates 
from pharmacists v4io operate these clinics. It appears to be 
a widespread belief of the pharmacists in the area that 
clinic pharmacies engage in compensating doctors for prescrip
tions which are sent to their particular clinics. The inform- 
êunt apparently believes that he has proof of this arramgement ; 
however, he failed to report amy particular instances. He be
lieves that the situation in which doctors have a financial 
interest in clinic pharmacies will get worse than it is at 
the present time. When asked if he would participate in 
operating a clinic lAiarmacy in which the doctors demamded a 
lease agreement based on a percentage of the sales, he re
plied that he would be inclined to acf'ept such a proposition 
because of the attractive profit to both the physician and 
the pharmacist.

The informamt reported that, although there are dis
count prescription operations in the metropolitan area, they 
are located some distamce away, amd he is not aware that they 
particularly affect the sales in his store. He reported, 
however, that he believes these discount operations are vio
lating the ethical codes of the pharmacy profession. He ap
parently feels that certain pharmacists in the discount 
houses substitute drugs in the dispensing of prescription 
items. He also believes that they do not follow the pharma
ceutical practice of charging the original price on a
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prescription drug when a copy of the prescription Is pre
sented for refilling.

The Informant Indicated that the store meets all 
types of competition by stressing personal service and at
tempting to establish close relations with customers. Appar
ently, most drug outlets In the city have not found It advis
able to cut prescription drug prices as a method of competing 
with the discount houses.

Advertising.— The principal advertising undertaken by 
this chain Is a double full-page advertisement which Is run 
each Wednesday evening In the metropolitan dally newspaper. 
Each advertisement features Items such as paper tissue, diet 
foods, private brand drugs, and general type merchandise. It 
appears that the newspaper Is the most advantageous type of 
advertising for a chain of drug stores which blankets the 
city. No other advertising effort at the present time was 
reported.

Personal selling.— Since this store Is furnished with 
older fixtures smd has a somewhat "dated" appearance, most of 
the store seirvlce Involves clerk assistance, rather than self- 
service. Three cash registers are maintained In the store; 
one at the fountain, another at the cosmetics counter, and a 
third as a general cash register maintained In an Island loca
tion near the main front door. The store mamager Indicated 
that he Is receiving some supervision of the store layout and
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display, but that for the most part he controls the store 
operation.

Inventory control.— The manager maintains a very 
tight control of the merchandise stock. An inventory of the 
store is taken every two weeks from a stemdardized stock list 
which contains every item in the store. The store is divided 
into two parts, labeled Part A and Part B, and every other 
week each department is inventoried. This type of inventory 
which is forwarded to chain headquarters is apparently neces
sary for the management to control merchamdise shipments by 
truck from Rhode Island, although the contents of most ship
ments are determined by the local manager. It appears that 
inventory control is a very important factor in this new 
operation. No other form of dollar control of inventory was 
reported.

Services.— The store specializes in personal service. 
Credit is established by having the customer complete a credit 
information form which is forwarded to the head office.

The manager believes that the soda fountain provides 
a very desirable service to the medical personnel in the area. 
He said that he is furnished window banners in order to in
crease traffic in the store, and that he has neglected to 
make much use of these banners. It appears that this opera
tion has ceased using "loss leaders" and gifts at the soda 
fountain in order to increase traffic. Services which this 
unit offers include delivery service on all prescription drugs
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and all merchandise purchases which eunount to more than $2.50. 
A public telephone is maintained in the store for the conven
ience of the customers.

It appears that the former chain's policy of having a 
delivery vehicle for each store has now been changed, and 
four delivery vehicles service the entire chain of 19 stores. 
A popular service which this store maintains is the purchase 
by doctors of fountain tickets which are given to their 
younger patients in order to build good will. These patients 
come into the store with the tickets, entitling them to re
ceive free ice cream cones, drinks, cemdy, and related items.

Accounting
The principal accounting seirvice which involves the 

mëuiager is the daily fincuicial report. The daily receipts in 
the store are divided into three principal departments, in
cluding the soda fountain department, the cigar department, 
and the drug department (which includes sundry merchandise). 
This unit operates with three cash registers; one located in 
the fountain area, one in the cosmetics department, and one 
general register on which all other types of merchandise, in
cluding prescription drugs, are processed. The drug sales 
are departmentalized into four departments.

The daily cash report includes the cash register 
readings for each department, amd "shorts" amd "overs" for 
each cash drawer. This report is recapitulated to provide
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the net cash sales for the day, adjusted for net over-rings 
cuid refunds. The balance is then adjusted for "shorts" and 
"overs" and added to the sales on account items to obtain the 
total store sales. Charge sales are then deducted to get the 
net cash receipts, and the bank deposit is deducted to give 
the net cash on hemd in the store. This daily cash report is 
sent daily by air mail to the home office.

All accounting is done in the head office in Rhode 
Island. With the exception of a petty cash fund, all in
voices are processed and paid at the head office. This pro
cedure creates a delay in cash and salary payments and is 
slightly cumbersome.

The store manager checks all merchandise inventories 
against the suppliers' statements and mails these bills to 
the central office for payment.

Accounts receivable.— Charge sales are processed in 
triplicate; the customer receives one copy, and two copies 
are retained by the store. One of the store's copies is 
mailed to the head office in Rhode Island «here the account 
is processed. The other carbon copy is retained by the store 
for financial control. All customer statements are mailed 
from Rhode Island. The customer can pay his bill at the head 
office in the East, at any of the local chain stores, or at 
the No. 1 store in this city.

The store manager reported that apparently many cus
tomers in the metropolitcui area resent being billed from
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Rhode Island rather than from the local area, and charge ac
counts have fallen off in the new store operation. Most cus
tomers apparently prefer to be billed locally. Records of 
all prescriptions, including both cost and retail information, 
are kept in the prescription department suid also constitute 
an item on the daily cash sheet which is mailed to the head 
office. The date of each prescription is included on the pre
scription record, as well as the number, the name of the pre
scribing physician, whether it is a refill, and the cost and 
the retail price. It appears that, by recording the cost and 
the retail price of each prescription drug, more adequate 
daily control is maintained in reference to prescription drug 
income and expense; however, this involves a slight increase 
in paper work. Also, copies of daily prescription records 
are useful in checking customers * prescription drug purchases, 
either in reference to insuremce claims or if copies of the 
prescriptions are desired. No alphabetized list of prescrip
tion customers is kept. If the customers do not remember the 
number or date of a particular prescription, considereüale 
time may be necessary to locate this information.

Personnel
This store operation is conducted in two shifts with 

one group of employees working from 7:00 A. M. to 3:00 P. M. 
and another from 3:00 P. M. to 10:00 P. M. Approximately 20 
to 25 employees are utilized with 10 to 12 working on each
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shift. One registered pharmacist is used in addition to the 
manager. Department responsibilities are delegated to the 
personnel and each employee has definite duties in regard to 
cleaning, inventorying, receiving, ordering, and selling mer
chandise in his department. Employees wishing to work for 
this firm are required to complete a detailed application 
blank upon which the recommendation of the store manager is 
placed before it is sent to the head office for approval.

The manager reported that no store meetings are held 
with the personnel, but that individual supervision is the 
chief method utilized to improve employee efficiency. The 
employees working in the cosmetics department are regularly 
sent to cosmetic schools. Occasionally, certain drug repre
sentatives will carry on training programs for the personnel 
concerning their particular lines of products. Premiums for 
moving merchcindise are stressed, and the average employee 
earns up to $10 per week in premiums. Contests, however, are 
not often held between employees. Internal control and mer
chandising control are stressed through the employment of two 
different intexmal control and merchandising services which 
verify the honesty and merchemdising ability of the employees. 
Merchcuidising efficiency at one time was stressed, but it ap
pears that the chief service now provided is an honesty check. 
All employees are bonded. The store manager reported that 
the soda fountain constitutes his biggest problem, emd he
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indicated that, although there la a fountain manager, this 
particular person requires considerable help.

Securing and retaining capable employees are the 
chief management problems, according to the manager.

Public Relations
Professional, customer, and employee.— The manager 

reported that most physicians in the area use clinic pharma
cies to whom they send their prescription business. The man
ager indicated, however, that many customers prefer to patron
ize this establishment. Furnishing prescription blanks for 
physicians is not practiced in this area. Very little con
tact other than by telephone is maintained with physicicms. 
Physicians patronize the soda fountain to a great extent and 
also encourage their children patients to do the same by ob
taining for them special fountain tickets. Physicians are 
furnished their drugs at cost plus 10 per cent cuid are en
titled to buy front-end merchandise at a 20 per cent discount. 
Customer relations are developed by the emphasis of personal 
service.

Advauicement of pharmacv.— The manager reported that 
he does not belong to the county pharmaceutical association 
and has never been invited to join. Apparently, the independ
ent druggists in this area look with skepticism upon a chain 
operation. He believes that community activities are not an 
important part of a pharmacist ' s duties. He does not have
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much opportunity to publicly display leadership in advance
ment of pharmacy in the area. He indicated that this chain 
operation probably surpasses most operations in the community 
insofar as observing the ethics of the pharmacy profession.
He repeatedly stressed a personal concern over the recent in
crease in doctor-owned or controlled clinic pharmacies, indi
cating that he believes that when doctors have financial in
terests in the clinic pharmacies they are apt to over-pre- 
scribe medicines in order to make a greater profit on pre
scribing drugs to their patients.

Sducation.— The store memager indicated that he sees 
little need for additional general education in the pharma
ceutical curriculum because of the necessity for specialized 
courses. He reported that he has received very little bene
fit from his management courses in school because he did not, 
at that time, have an appreciation of the merchandising prob
lems which he would face. He indicated that students cannot 
realize the importance of memagement subjects until they are 
faced with actual problems. He believes one of the most im
portant educational aspects in pharmacy training is the prac
tical experience requirement; however, he indicated that much 
remains to be done to make this practical experience effec
tive. He recommended that the internship period be required 
after graduation from a pharmacy school. In carrying out the 
internship program, he believes the school should work with 
drug store owners. He indicated a great need for a knowledge
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of management but was skeptical of the eibility of the school 
faculty to teach effectively in such areas as advertising« 
salesmanship, and related courses. He suggested that the 
most effective method of doing this is by utilizing the serv
ices of people in the drug business who are skilled and ex
perienced in merchandising procedures. This is presently ac
complished by having occasional lectures, exposing the students 
to the opinion of experts in their fields.



CASE 27

Nature of the Store Operation
This is a neighborhood chain store with annual sales 

of about $124,000 auid a merchemdise inventory of $41,000.
The merchandise turnover is approximately twice a year. Pre
scription drugs account for approximately 50 per cent of the 
sales, with 33 per cent in the sundry department and the re
maining 17 per cent in the tobacco department. Charge sales 
are encouraged and constitute 25 per cent of the total. This 
store has been in operation for mamy years but has been in 
its present location only two years. It is a member of a 
local chain of eight drug stores; however, most of these 
units operate independently, and there are very few coordin
ated policies or practices between the operations. The store 
operates in conjunction with a professional prescription shop 
which is located on separate premises. The over-all manager 
of this two-store unit is the manager of the prescription 
shop. It is an agency store of a national drug supplier.

The store is located in the downtown business district 
of a suburban area which is a considerable distance from the 
center of a metropolitan city of over 324,000. It operates in 
many ways like a typical downtown drug store in a small com
munity .

When the store was located here about two years ago, 
after !«oving from smother location, it was extensively

420



421
remodeled and business has been increasing. Apparently, ex
cept for a drug store located across the street, this store 
experiences very little competition in the immediate area.
The store stresses customer convenience and service, including 
credit emd delivery. This store does not have a soda foun
tain. It is a practice of this local chain not to include 
soda fountain operations in the drug stores, although they 
are general type stores. The assistant nanager reported that 
a fountain seems to be unnecessary, as business is good with
out it. The store does maintain a machine which dispenses 
soft drinks and also carries packaged ice cream. The assist
ant manager, who graduated from fAiarmacy school about two 
years ago, was the person interviewed. He is a young and en
thusiastic pharmacist.

Merchandising
Buying practices.— The store is supplied with much 

merchandise by its national agency supplier. Also, it par
ticipates extensively in a volume buying plan of a local 
wholesaler. Since the store operates in conjunction with a 
prescription pharmacy, direct buying is often done in conjunc
tion with this prescription shop: however, with this excep
tion, almost all purchasing for the store is done independ
ently, even though it is a unit in a chain of eight stores.
The informant indicated that the store volume is generally 
sufficient to receive nmximum discounts on direct purchases.
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and therefore chain coordinated volume purchasing does not 
seem to have any advantages.

The management also purchases a small volume of mer
chandise from a retailer-owned cooperative located in another 
state. A feature of this plan is the absence of sales repre
sentatives, as well as of credit. Also, freight charges must 
be paid.by the buyer. Because of this procedure a large 
eumount of merchandise is not purchased from the source Just 
mentioned, even though it may be obtained at a 10 per cent 
discount.

The informant reported that the turnover of merchan
dise in the store appeared particularly low because of the 
one-cent sales policies of the national drug supplier which 
enables them to restock a considerable amount of this suppli
er 's private brand goods twice a year at very low prices. 
Daily service is available from two full-service wholesalers 
in the area which makes it unnecessary to maintain a large 
amount of pharmaceutical stock. The informamt indicated that 
he watches for special deals in merchandising and will pur
chase in volume when he deems it is advisable.

Pricing.— The Informant reported that the store fol
lows recommended prices on prescription drugs. Also, most 
front-end merchandise is marked at recommended prices which 
are established by a national drug manual. No effort is made 
to be particularly competitive. One other drug store in the 
area which is located across the street is the chief
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competitor. Efforts are made to check on prices, particu
larly on prescription drugs, so neither store will be engaged 
in undercutting prices. All merchandise is priced "by a mark
ing machine Which indicates the date the merchandise was pur
chased, the name of the supplier, the wholesale price in code, 
the name of the store, and the retail price. The machine is 
particularly advantageous with the marking of volume purchases,

Competition.— The informant reported very little com
petition in the area with the exception of the neighboring 
drug store. He indicated that the relatively isolated posi
tion gives considerable pricing freedom. However, he did re
mark that, in this area located some distance away, a new dis
count house is being established which will utilize an area 
of 90,000 square feet. He indicated that the discount house 
has not yet secured a manager for its prescription shop, and 
that, according to friends who had been interviewed for the 
position, the prescription drug policy will be to have a 
lower price than anybody else, even if it is necessary to 
sell merchandise at cost. This operation is relatively free 
from competition of pharmacies in clinics, and it is also 
free from discount price competition because of its location.

Advertising.— The informant reported that this store 
advertises very little. The chief advertising consists of 
handbills distributed twice a year for one-cent sales. For 
this sales event, 6,000 handbills are distributed throughout 
the community. Approximately twice a month, an advertisement
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is placed in the local weekly newspaper. A few specials are 
featured vdiich include mostly front-end euid private brand 
merchandise.

Personal selling.--The informant indicated that a 
definite effort is made to please the customer. He observed 
that, in many cases, selling is not necessary because of the 
personal relationships established with the regular customers. 
He pointed out that, in these instances, selling consists prin
cipally of meeting the needs of the customers when they come 
into the store.

The prescription department, which was installed about 
two years ago, was furnished by one of their full-service 
wholesale suppliers which supervised the entire project. It 
appears to be very modem and acceptable, except that the in- 
fomcuit said that he did not like the all-white color.

Inventorv control.— Inventory control is achieved by 
the dating of the merchandise vdien it is purchased and by 
personal observation. Under the new volume buying plan, it 
is possible to keep the inventory order sheets of this source 
and, at the end of the year, determine which merchamdise has 
been moving and vdiich has not.

The informemt indicated that the cosmetics department 
is inventoried once a month, but that this is the only depart
ment in which an attempt is made to maintain inventory con
trol. He stated that one of the principal buying practices 
is not to purchase over a 60 to 90 day supply of merchandise
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except on products purchased from the national agency. The 
informant was definite in stressing that one of the major 
problems in an operation of this kind is in the inventory 
control.

Services. — The manager emphasizes delivery and credit 
services vdiich he believes cause a marked increase in the busi
ness. He also spoke of the benefits of a "welcome wagon" pro
gram which the merchants in the area maintain. New residents 
are given gift cards, which they are invited to exchange for 
fever thermometers, shampoo, or similar items. It appears to 
generally please the customers and results in obtaining in
creased prescription drug business. The policy of the store 
on delivery service is to have free delivery on all merchcui- 
dise orders of $2.50 or over.

Accounting
A daily data sheet is prepared vdiich is forwarded to 

the central accounting office of the chciin once a week. This 
store and the prescription store are operated as separate 
units, and an accountant is engaged to supervise the bookkeep
ing. A feature of the store's operation is the arrangement 
of the customers' ledger cards alongside the cash ledger.
When a credit sale is made, the card of the customer is in
serted in the cash register. When the sale is rung up, the 
ledger account is posted. This appears to be a very effi
cient system with one disadvantage. Because of this posting
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process, the prescription numbers csumot be retained on the 
ledger accounts unless they are entered at the time of the 
sale.

The store utilizes an alphabetical prescription record 
which aids in securing information for tsoc deductions and in
surance. It consists of an alphabetical file in which all 
prescriptions are entered according to the customers' names. 
Also, vAien this particular page is full, it is transferred 
into another book which constitutes a master summary. The 
informant reported that it takes an average of 30 minutes to 
one hour to prepare the income tax information for a customer. 
He stressed, however, that this is an indication of the serv
ice which the small pharmacy can provide for the customer 
which is not furnished by discount houses or other large 
scale outlets. All payroll and tctx reports are hcuidled by 
the accountant. Once a week, all invoices, along with sup
plier statements, are forwarded to the central accounting of
fice after they are verified.

Personnel
The store operates with two registered pharmacists 

and five additional employees. Generally, three of these em
ployees are clerks and two are boys vAio deliver, clean, and 
wait on customers. At least four people are on duty in the 
the store at all times.
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Employees are compensated partly by the use of promo

tional premiums which offer rewards to employees for moving 
certain types of merchandise, including cosmetics. They gen
erally earn $10 to $15 per month on this type of compensation. 
The informant reported no particular personnel problems. Em
ployees are generally peiid the customary rate of $1.25 per 
hour.

Finance
The informant related that the operation presents an 

interesting contrast between a prescription shop and the gen
eral type drug store in relation to investment and operating 
cost. In comparing the store operation, he related that this 
store does $124,000 worth of business on a $41,000 inventory; 
in contrast, the associated pharmacy professional prescription 
shop located on separate premises does $121,000 worth of busi
ness on a $20,000 inventory. Thus this store, although pro
fitable, ,makes less them one^alf of the percentage of profit 
on the investment as the professional prescription shop. The 
reasons are because of the high overhead expense in the gen
eral type store and the greater investment required. The in
formant related that he does not believe, however, that small 
prescription shops are feasible as onenxan operations. He 
indicated that the most this small type of operation could ex
pect would be around $60,000 in sales, and because of the
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necessary limited hours of operation, it would be very diffi
cult to make it profitable.

Public Relations
The informant reported that physiciems were furnished 

both drug merchandise and front-end merchandise at cost. No 
close associations have been established with physicians in 
the area. He mentioned that the doctor for whom the most pre
scriptions are filled is a woman physician whose office is 
located around the corner from the store, but whom he has not 
seen in the several months that he has been working in the 
store. However, he talks with her often on the telephone.
He commented that when she telephones a prescription she ap
pears to prefer the store across the street.

Advancement of Pharmacy.— The informant belongs to 
the usual professional associations. He indicated, however, 
that participating in community activities is difficult; 
consequently, he has not had the opportunity to become better 
acquainted with the people in the area. However, he reported 
that his manager was insistent that all the employees take a 
public speaking and memory course which he believes is very 
helpful in developing the proper attitude by pharmacists in a 
retail operation. He is not directly concerned with any of 
the current problems with which his pharmacy is faced. This 
outlet apparently has no particular problems, and the
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informant Is not aware of injury to the operation by any of 
the reported unethical practices in pharmacy today.

Education.— The informant feels that there is no par
ticular need for expanding the general education program. He 
believes there are technical courses in the pharmacy curricu
lum which are more important.

The infomant believes that pharmacy education should 
be of a more practical nature, and that it should include 
more training in procedures for those %*io wish to own stores 
and operate them. He thinks a valuable part of the pharmacy 
program is to have experienced speakers in the drug business 
come into the pharmacy school and relate their practical ex
periences to the students. He said this was done when he was 
in school, amd he received a great deal of benefit thereby.
He emphasized that this should be done for students vdio are 
seniors who will soon be faced with practical problems in 
their work. Although he is not concerned with accounting 
practices, he, nevertheless, expects to own his own drug 
store sometime in the near future. He believes also that 
courses in accounting are very practical. He appears to be 
satisfied with the business administration curriculum except 
that he feels that not enough emphasis is given to it.





CASE 28

Nature of the Store Operation
This is a professional prescription shop with 90 per 

cent of Its sales In the form of prescription drugs. The 
establishment has been In operation for approximately eight 
years with annual sales of $150,000 In 1961. The current In
ventory at cost Is $26,000 and the stock Is turned over regu
larly between four and five times a year. Credit sales are 
encouraged, and approximately 50 per cent of all sales are 
for credit. The accounts receivable outstanding vary between 
$7,000 and $8,000. Almost all merchandise carried Is related 
to the professional pharmaceutical function of the store.

This shop Is located In a relatively new building 
situated across the street from a large hospital. Its posi
tion on the comer of a main thoroughfare and adjacent to 
both a medical clinic and a dental clinic Is Ideal. Another 
professional pharmacy Is located some distance away on the 
main thoroughfare. This hospital area Is servicing a city of 
approximately 7,700 people, as well as providing hospital 
care for the surrounding communities. The city Is the princi
pal trading center In Its part of the state and attracts trade 
from a wide area. A large shaded and protected drive-In win
dow serves many of the customers. The majority, however, pre
fer to enter the building, except In bad weather. Parking 
space Is plentiful, both In the front of the store amd the

430



431
rear. The pharmacy is open from 8:30 A. M. to 7:00 P. M. ex
cept on Sundays.

The pharmacy is modem and functional in its arremge- 
ment, with merchamdise displayed at low levels for the conven
ience of the customers. A unique office arremgement locates 
the office adjacent to the cash register check-out desk. The 
office is separated from the store by a large green-tinted 
window with one-way vision which permits the owner-manager to 
view the customers and employees, but does not permit them to 
see him.

The owner-msmager is attempting to maintain a strictly 
professional prescription shop with high standards of profes
sional service. A studied attempt is made to keep abreast of 
new developments in drugs and to establish the pharmacy as a 
place to which the medical men in the community cêui refer for 
professional advice. The owner-manager has had extensive ex
perience in conventional retail drug stores, as well as ex
perience in a smaller prescription pharmacy which he previ
ously owned, in a downtown location in the same community.
He emphasized that his principal interest is in maintaining 
and increasing his prescription business, and that the re
lated products in the front of his pharmacy are there for his 
customers if they want them, but that he is not particularly 
interested in increasing their sales.
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Merchandising

Buying.— This 0iarmacy is supplied principally by two 
independent full-service wholesalers and by direct purchases 
from manufacturers. The owner-rosmager does not enter into 
any cooperative buying plem and expressed a desire to remain 
independent. He commented that, because of the wide veuriety 
of drugs and the tendency of different drug outlets to carry 
different drugs, it would be very difficult for a cooperative 
buying plsm to function well for him, although he does see 
some advantages in cooperative buying of "up-front" merchan
dise. He remarked that he has ceased buying from a certain 
full-service wholesale house because of the failure of one of 
its executives, in his opinion, to adequately defend the pro
fession in a national congressional drug investigation.

Pricing.— The owner-manager indicated that he follows 
non-competitive pricing policies and is interested in increas
ing his business through professional services rather than 
through price competition. He stated that it is very essen
tial that all merchandise be marked at cost price in code, 
both in the prescription department and in the front of the 
store. He emphasized that this procedure aids in inventory
ing merchandise as well as in furnishing a check on the accu
racy with vdiich the marking is done.

Competition.— The owner-manager disclosed that most 
of his competition is ethical, with the exception of a neigh
boring professional pharmacy which he believes to be
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associated with a fdiysiciemA' clinic with a financial inter
est in the pharmacy. He related that he had been offered the 
management of the pharmacy by the clinic on a basis of 20 per 
cent of the gross sales in lieu of rent. He stated his oppo
sition to cuiy collusive agreement between doctors and pharma
cists as being unprofessional and not in the best interests 
of the public, the pharmacy profession, or the medical profes
sion.

As this community is located a great distance from 
any metropolitan area in which discount houses generally oper
ate, the owner-manager indicated there is little compietition 
of this type. Generally, he reported the area to be free 
from price-cutting competition. He did state that a very per
plexing problem existed in the area in regard to the dispens
ing of prescription drugs without a doctor's authorization.
He said that he is faced with a very competitive situation 
and is concerned whether pharmacists can, in all cases, re
sist such pressure since individual customers have asserted 
that they have been able to buy without prescriptions in other 
drug stores.

Advertising.— The pharmacy is distinguished by a
large illuminated billboard featuring the owner's name and

/

business. A considerable amount of advertising is done on 
the radio and in the newspaper. In this advertising, the 
prescription department is featured with accomp>anying empha
sis at different times on auxiliaries such as diabetic



434
candles, non-allergic cosmetics, surgical or baby supplies, 
cuid brace-fitting services and supplies. Generally, the ad
vertising features a professional type of greeting such as 
"Good Wishes from Your Professional Pharmacist" rather than 
merchandising advertisements.

Selling.— The owner-manager emphasized that, in a pro
fessional pharmacy, there exists a great amount of related 
selling of companion type merchandise which a pharmacist cem 
effectively promote. He described this and other selling 
techniques as constituting never-ending training responsibili
ties on the part of the owner-manager. His front-end merchan
dise is attractively displayed for self-service. The cash
ier's location, facing the drive-in window and in close proxi
mity to the prescription department overlooking the store, 
promotes the self-service aspects of the store. The entire 
layout of the pharmacy emphasizes the professional aspects of 
phazmiacy, including a gold model of the pharmacist's scales, 
and two apothecary "show globes," pictures surrounding the 
lAiarmacy depicting the history of pharmacy, licenses promi
nently displayed, and other manufacturer displays featuring 
various insignia which are symbols of pharmacy.

Inventorv control.— The owner-mcuiager expressed the 
believ that adequate inventory control can be implemented by 
utilization of help from suppliers' representatives who call 
on the pharmacy. By using previous purchase orders and



435
checking stock with the owner-manager * a reasonable check on 
most lines of merchandise and drugs can be maintained.

Services.— The drive-in window provides a great con
venience for customers, as does an abundcuice of parking space 
Emergency 24-hour prescription service amd delivery service 
are greatly appreciated by many customers, according to the 
owner-manager. He also makes a sustained effort to maintain 
complete information on drugs for doctors vdio request this 
service. Credit accounts are valued by the ownernnaanager, 
but they present a continuous problem of collection. He ex
pressed the belief that the recent establishment of a small- 
claims court is increasing the ease of collection without the 
excessive costs often previously encountered. He has pro
moted a rather extensive business in selling and fitting 
braces Eind supports and travels to nearby towns at designated 
times in rendering this service.

Legal problems.— The building is owned by the owner- 
manager. He stated that in all his drug store experience he 
had never filed an insurance liability claim until recently 
when a customer slipped on a slick spot on the pavement in 
the drive-in runway and suffered a minor injury.

Accounting
Financial statements.— Finsmcial statements are pre

pared once a year by a professional accountant who prepares 
the owner-manager's income tax return. All bookkeeping data
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are kept by the owner-inanager's wife, who keeps the books ac
cording to a system designed by a professional accountant. A 
cash payments Journal is kept for all checks written, designa
ting the type of expense. Another journal consists of a 
daily summary of cash register data and "paid outs."

Accounts receivable.— Credit sales slips are prepared 
in triplicate. Credit accounts are kept in a large alphabeti
cal loose-leaf ledger in which charges amd credits are made 
daily by the owner-manager*s wife. The owner-manager person
ally checks the accounts receivable with the control account 
at least quarterly and makes notations of questionable ac
counts which he enters in a personal notebook. These accounts 
are personally collected by the ownernmamager.

Auxiliary records and reports.— Payroll records and 
tax reports are prepared by the owner-manager's wife. No 
alphabetical prescription records are maintained, but the 
owner-manager reported he is considering beginning this type 
of record to facilitate the location of prescription numbers 
when the customer has lost the original container. Sales are 
departmentalized into prescription drug and other dmig sales. 
All bills amd expenses are paid promptly in order to take ad- 
vamtage of cash discounts.

Personnel
The owner-manager described his personnel as consist

ing of two registered pharmacists (one employee amd himself),
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two women employees « and his wife. The women employees oper
ate the cash register and prepare charge and credit tickets. 
They also aid in servicing front-end and drive-in customers. 
The owner^nanager's wife is responsible for the bookkeeping 
duties. He indicated that securing satisfactory registered 
pharmacists is his chief problem. He stated that he had been 
looking for a third pharmacist for several months but had not 
yet located one whom he considers desirable.

Because of the heavy volume of business and the out
side financial and civic duties cuid responsibilities of the 
owner-manager, the operation of the pharmacy has apparently 
placed a heavy burden upon him. He stated that he is inter
ested in obtaining a pharmacist who possesses the personality 
and ability to increase the volume of sales.

The ownerHnoanager stated that he has experienced suc
cess in using incentive payments for registered pharmacist 
employees, indicating that in the past he has sometimes paid 
the pharmacist employee a basic salary plus a percentage 
bonus on increases in gross sales.

The owner-manager described a capable pharmacist as 
one who would make himself well-known and liked in the com
munity, as well as being professionally competent. He ex
pressed the belief that previous experience in the drug store 
business is a hemdicap. He said he prefers to hire people 
with good personalities and even temperament with no experi
ence in this type of work, so that he can train them himself
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for his type of store. He indicated that too often experi
enced drug clerks have felt they should aid in dispensing pre
scription drugs amd counseling customers— functions vdiich he 
believes are the professional responsibility of the registered 
pharmacist.

He emphasized that too often pharmacy graduates have 
no concept of the importance of leaving the prescription de
partment so they may greet customers euid build up personal re
lationships. He also criticized the pharmacy graduate who is 
not willing to do the housekeeping chores emd menial tasks 
necessary in auiy business. He indicated that approximately 
three years of training in a large independent or chain re
tail pharmacy is desirable before the pharmacist can be ex
pected to be worth the relatively high current salaries many 
of them are receiving. He attributes much of his present suc
cess in management to his previous experience with a large 
chain drug store.

Finance
The owner-mêuiager is apparently very successful fincin- 

cially, relating that his incidental investments in housing 
developments, farming, and real estate account for almost as 
much of his income as his pharmacy.

He carries workmen's compensation insurance, liability 
insurance coverage up to $300,000, and other standard insur
ance coverage.
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Public Relations

Professional, customer, and employee.— The owner- 
manager said that he treats doctors as his equal In status 
and believes that they respect him for It. He related In de
tail that professional competency assures him of good profes
sional relations with the medical profession, and that the 
development of customer relations occupies most of his direct 
attention.

Advancement of rharmacv.— The owner-manager maintains 
a complete llbraory of professional publications. He Is a 
state leader In the pharmaceutical association cuid partici
pates In all local, district, and state associations. He Is 
at present the director of a city-wide civic project that 
brings him In contact with a great nany people In his commun
ity and the surrounding towns and rural areas. He repeatedly 
emphasized that pharmacy Is a professional service In which 
the pharmacist should not watch the clock but must be avail
able any time of the day or night. He expressed the belief 
that pharmacy laws should be more strictly enforced and that 
prescriptions should be filled only by registered pharmacists.

Education.— The owner-manager believes that pharma
cists should gain from business training: (1) adequate abil
ity to type, (2) ability to speak In public, (3) ability to 
understand bookkeeping procedures and processes well enough 
to direct an accountcint concerning what he wants and expects 
from an accounting system, and (4) ability to deal with people



440
in all situations with the resources to be "one step ahead of 
them" in arriving at satisfactory relationships with them.
He repeatedly emphasized the importance of public relations 
emd the ability to meet and influence people.



CASE 29

Nature of Store Operation
This Is a small, modem prescription pharmacy which 

has been in operation for about nine months, located in a com
munity of about 9,600 inhabitants. Its estimated annual 
sales will approximate $39,000 with a merchandise inventory 
valued at cost of $12,000, The stock will this year be 
turned over only slightly more than twice.

This prescription pharmacy commenced business on a 
main street slightly removed from the central business dis
trict of the city and located in close proximity to the com
munity hospital and various medical offices. It is located 
in a new building shared with a dentist, and has excellent 
drive-in parking facilities. It is obviously the most con
venient pharmacy location in the community from the stand
point of convenience and nearness to other medical facilities. 
The owner-manager reported that his establishment of this 
pharmacy has provoked considerable unfavorable reaction from 
downtown drug stores who fear increased competition from a 
better located pharmacy.

The owner-manager is a recent graduate from pharmacy 
school, engaged in his first business enterprise, and he ex
hibited some misgivings concerning his ability to establish 
successfully a profitable enterprise. He is optimistic and 
reported that business is gradually increasing. He operates
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this business with the help of his wife and thus has very low 
overhead expenses.

His expressed objective is to build up a strong ire- 
scription business emd operate an ethical modem professional 
pharmacy. He is striving for the approval of the doctors in 
his community and also is encouraging the business of elderly 
people and farmers. He is willing to bargain with his cus
tomers if, by doing so, he can build up increased prescription 
business.

Merchemdisinq
Buying.— The owner-manager is supplied principally by 

two full-service wholesalers and also an undisclosed source 
from which he secures pre-marked merchandise at reduced rates, 
enabling him to have slightly reduced prices on much front- 
end merchandise. He indicated that his volume of sales is 
not sufficient to enable him to purchase under a volume buy
ing and advertising plan sponsored by a national wholesale 
supplier. Also, he commented that his volume of business 
does not justify his taking memy discounts offered by purchas
ing through direct accounts with manufacturers.

pricing.— The owner-manager indicated that he would, 
if necessary, "mark-down" merchandise prices in the front-end 
if by doing so he could secure more prescription business.
He stated that he does not cut prices on prescriptions be
cause he considers this unprofessional. He also consented
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that his drugs carry a 40 per cent margin based on the sell
ing price, and that his method of arriving at the selling 
price is to divide the cost by 0.6. Other front-end mercham- 
dise is generally marked up one-third of the selling price, 
vdiich is determined by adding 50 per cent to the cost of the 
goods. He marks the cost of his drugs in code êuid also dates 
the items. Much of his front-end merchandise is pre-tagged at 
the selling price when he received it.

Competition.— The owner-manager confided that it is 
extremely difficult to establish a new prescription pharmacy 
in a well-established community in which the existing drug 
stores are established with firm community relationships. Two 
grocery stores are located across the street and in close 
proximity of this operation, and they distribute many of the 
drug products which he has for sale. The community has an 
auto supply and general appliance departmental chain outlet 
which has recently established an extensive drug and toiletry 
display and is using these products as "loss-leaders." Many 
of these drug items are selling below the price at which they 
cam be purchased by this shop.

The owner-manager related that when it first became 
known that he was contemplating his present operation, the 
owners of the leading drug store in the community were said 
to have threatened to place another prescription shop in the 
same area as his shop and run him out of business. He indi
cated that there is not yet any evidence of this being done.
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Advertialnq.— Personal advertising constitutes almost 

the only advertising effort yet pursued by this pharmacy.
The owner-manager indicated that he has recently Joined about 
every available club in town in an effort to establish the 
personal relationships he believes necessary.

Selling.— "There is a great need for personal selling 
in a professional prescription shop," the owner-manager said. 
He indicated that learning to sell effectively has been diffi
cult for him, but that it is necessary to move such items as 
vitamins and nutrients. The prescription shop is modem in 
appearance cind the merchandise is attractively displayed.

Inventory control.— The owner-manager indicated that 
he watches his purchases very carefully in relation to cur
rent sales and buys carefully.

Services.— This prescription shop stocks candy, maga
zines, and various convenience items in an effort to build 
traffic. The owner-mcuiager related that he is considering 
the establishment of a drive-in window, although there is 
adequate and convenient parking around his shop.

Accounting
Accounting was a difficult subject for him in college, 

the owner-mêuiager observed. He reported that he now uses a 
system furnished by a national drug manufacturer, although he 
does not keep all the records recommended. He related that 
he does not "ring up" sales taxes on trauisactions but places
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the additional money in the cash register. He keeps his 
excise tax records on luggage, jewelry, and cosmetics in a 
separate ledger. His accounts receivable are recorded on a 
blcuik sheet of paper upon which he writes the charge at the 
time of the sale. When the charge is paid, it is processed 
through the cash register, and the sheet is immediately marked 
paid and removed from the file.

The owner-manager indicated that he and his wife, who 
helps him in the store, prepare the tax reports; a feumily law
yer is utilized in the preparation of the annual income tax 
return.

Personnel
This prescription shop is a "one-man" operation. The 

owner-manager is aided by his wife, cuid in this way his over
head expenses are kept at a minimum.

Finance
The owner-manager indicated that he is being helped 

financially in the establishment of the business by relatives 
of his wife who are operating another business establishment 
in the community.

Public Relations
Professional, customer. cuid employee.— The owner- 

lUcinager indicated that one of his most difficult tasis is to 
establish favorable relations with the doctors in the
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community. He did not reveal any specific methods utilized 
except by being gracious when meeting them in social situa
tions and helping them in any manner possible.

"I cultivate the older people and particularly the 
farmers," commented the owner-manager. He observed that the 
convenient location of his shop was appreciated by his custom
ers.

Advancement of pharmacy.— The owner-manager is con
cerned over the violation of professional ethics vdiich occurs 
in this community. He complained about the dispensing of 
drugs by a non-registered pharmacy student who assists in a 
doctor's office. He indicated fear that drugs may be dis
pensed by a nurse or a secretary. While this is not illegal, 
he said that he considers it unethical.

The owner-manager also commented that a dirug store in 
the community recently discharged a registered pharmacist cuid 
replaced him with a non-registered man, presumably, he be
lieves, because the non-registered man works for less pay.
He reported that he favors more strict enforcement of laws 
and would like to see prescription drugs dispensed only by 
registered pharmacists. He stated that a fair trade law is 
urgently needed to aid the independent retail drug operator. 
However, he is doubtful that such a law will ever again be 
adopted. He objects strongly to the practice of grocery 
stores displaying and selling drug products, indicating that 
he believes this to be in the professional province of the
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pharmacist. He expressed the opinion that discount houses 
are doing great damage to the pharmacy profession. He com
mented that a classmate of his has recently accepted a posi
tion in a discount operation, and he predicted that some day 
this individual would regret his action in accepting this 
type of employment.

Education. ■— The owner-mêuiager commented that he had 
recently needed extensive management training which he did 
not have. He explained that he had no conception of his fu
ture need for business training when he was in the pharmacy 
school.

The owner-manager also expressed a desire that more 
information be made available to students in a pharmacy school 
about such things as investments, insurance, stocks, and 
credit. He stressed the importance of telephone communica
tions with doctors.

He also pointed out the value of speech, letter- 
writing, and typewriting as worthwhile subject areas in the 
pharmacy school program. He has joined a speech improvement 
club to improve his ability to speak before groups.



CASE 30

Nature of Store Operation
This is a professional prescription shop with annual 

sales of $97,500, maintained on a merchandise inventory valued 
at $19,000 cost. The merchandise inventory is turned over be
tween 2.5 and 3 times annually. The prescription business 
constitutes about 90 per cent of the total sales. Charge ac
counts are encouraged and amount to approximately 50 per cent 
of the total sales. The business is located in an agricul
tural area of 5,100 inhabitants, and has been in operation 
for five years. The business maintains, in general, a 40 per 
cent gross markup on sales.

This prescription shop is located across the street 
from a hospital and a medical clinic. Six doctors are lo
cated in the community, including two specialists who draw 
people seeking medical treatment from a large surrounding 
area. This is the only professional prescription shop in 
town, and its location across the street from the clinic and 
the community hospital is a very desirable one.

The prescription shop is also associated with a down
town store which operates under an agency contract with a na
tional drug firm. The assistant manager reported that the 
associated downtown store experiences strong competition from 
three drug stores in the area, and that the downtown location 
is probably not so good as that of one of the competitors.

448
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A distinctive characteristic of the operation is the 

direct phone system to the ^lysicicuis' offices, which the 
assistant manager reported costs $90 per month. The shop is 
very professional with the exception of the stocking of candy 
bars, newspapers, and magazines for the convenience of the 
doctors emd customers. The shop is organized as a part of a 
corporation, a feature which the assistant manager said is 
considered very advantageous by the controlling stockholder.

Some of the advsuitages mentioned vdiich are related to 
the corporate status are as follows :

1. The owners can pay themselves rather adequate 
salaries and have the company pay their social 
security tax which is deducted as business ex
pense.

2. Through the corporate organization, retirement 
plans can be organized which have tax advantages 
for the principal stockholders— the pharmacists.

3. A corporation has limited liability which is an 
important factor in the operation of a drug 
store.

4. It is easy to sell stock to pharmacists as an 
incentive to be associated with this prescrip
tion shop.

The assistant manager related that the controlling 
stockholder has operated the downtown store for many years 
and that it has been only moderately successful. This pre
scription shop has apparently been very successful. However, 
he reported that his employer, the principal stockholder, cau
tions students to remember that prescription shops depend al
most entirely upon the doctor relationships vdiich are estab
lished by the prescription shop owner, and this is a vital 
factor in such an operation. The objective of the owners is
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to make an adequate profit in operating a professional estab
lishment. The assistant manager said that their policy is to 
meet competition on certain prescription items with downtown 
stores. However, other items are marked up correspondingly 
because the principal stockholder believes that it is neces
sary for a business to maintain an adequate over-all margin 
of profit.

The principal owner of the operation endeavors to 
maintain satisfactory relationships with the neighboring 
hospital and with the doctors with vdiom he and his partner 
are associated.

Merchandising
Buvinq.— The prescription shop is not associated with 

any cooperative buying group but buys independently, both 
from full-service wholesalers and direct from manufacturers. 
The assistant manager emphasized that, in an operation such 
as this one, sales ceumot be anticipated but depend upon the 
type of medical problems which exist currently in the commun
ity. This shop cooperates with detail representatives of manu
facturing concerns who aid the managers in maintaining ade
quate inventory control. Maintenance of an adequate turnover 
of stock is one of the prime objectives of the owner^aanager.

Pricing.— The assistant manager reported that this 
operation meets competition on certain drugs which may be 
very competitive in the area. However, he said that his
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establishment is higher on many prescription items than 
others in the community. He believes that people know this 
fact, but that they desire the professional service which 
this operation furnishes. The objective of the controlling 
stockholder-fharmacist, as related to the assistant manager, 
is that an adequate profit must be maintained in order that 
the operators can "smile when a customer walks in," knowing 
that the ensuing transaction will result in adequate profit. 
All drug goods are coded at the cost price to assist in main
taining adequate control.

Competition.— The assistant manager reported that 
there is some price-cutting on prescription drugs but that it 
is not excessive. He considers that most of the competition 
is ethical.

Advertising.— The assistant meinager reported that 
there is very little advertising which is associated with cui 
operation such as this one. He said that less than 0.5 per 
cent of the sales is spent for advertising purposes, and that 
what advertising is done is of a professional nature.

Selling.— The assistant manager indicated that there 
is considerable personal selling involved in the operation, 
particularly in regard to vitamin products and other items of 
a similar nature. Layout is supervised by full-service drug 
wholesalers who service the establishment.
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Inventory c o n t r o l ! assistant manager indicated 

that detail men are relied on to watch inventories of their 
own products.

Services.— The prescription shop seeks to provide 
for the customers' needs and comfort by stocking a few conven
ience items, including an adequate supply of newspapers and 
magazines, cokes, and candies. One of the large expenses is 
the offering of a free delivery service in which this shop 
specializes. Credit is extended enthusiastically to quali
fied customers.

The assistant manager indicated that the lot upon 
vAiich this shop is located was originally owned by the con
trolling stockholder-pharmacist, who has worked out a sale- 
lease plan whereby the property was sold and is now leased 
from another operator. This entitles the owner to deduct the 
lease payments as business expense.

Accounting
The assistant manager indicated that the balance 

sheet and operating statement are prepared by the controlling 
stockholder in cooperation with the family lawyer which the 
firm retains. The fiscal period ends on the last day of 
August. A daily summary is maintained of cash, credit sales, 
and related items, as well as expenses. A single-entry book
keeping system is utilized for keeping these various accounts.
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Accounts receivable are processed by preparing dupli

cate tickets, one copy of which is furnished to the customer 
and the other is posted to the ledger sheets. This operation 
then utilizes, at a cost of three cents per sheet, a dupli
cating copy machine which reproduces copies of the ledger 
accounts for customers' statements. The assistant manager 
indicated that the copy machine originally cost over $300, 
but that he is happy with this expenditure because he be
lieves that adequate reproduction of ledger sheets is a cus
tomer service which promotes the business. The payroll and 
tax reports are prepared by the store bookkeeper. All bills 
are paid promptly in order to take all advantageous cash dis
counts .

Personnel
This prescription shop is operated by two registered 

pharmacists, including the controlling stockholder-pharmacist 
and the assistant manager. In addition, one bookkeeper is 
employed and occasionally p>art-time help is utilized. The 
assistant manager reported that personnel problems are ex
tremely limited because of the nature of the operation.

Finance
According to the assistant manager, this operation is 

being financed by a private loan at the local bank. He said 
that it requires only two-thirds as much capital to start a 
professional prescription shop as it would to start a retail
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drug store. He revealed that Insurance costs for the phar
macy are $369 a year.

Public Relations
Professional.— The assistant manager reported that 

the controlling stockholder-phamacist has very close rela
tionships with most of the doctors in the community and plays 
golf, bridge, and poker with them. He emphasized that neither 
he nor the controlling stockholder-pharmacist mix business 
with pleasure. He said that the doctors pay their bills 
promptly, and that they have had no difficulties with "dead
beat** doctors who expect the prescription shop to finance 
them. The assistant manager claims that they do everything 
within reason to please their customers, and that they operate 
under the principle that "the customer is always right."

Advancement of pharmacy.— The assistant manager indi
cated that he and the controlling stockholder-pharmacist be
long to the local and state professional pharmaceutical asso
ciations. He also said that it is important for the pharma
cists in this area to participate actively in community activi
ties. He is concerned with the increase in discount houses 
which he believes are endangering the professional practice 
of pharmacy by placing almost complete emphasis on price. He 
believes that maintaining adequate markup on prescription 
drugs is one of the principal problems confronting the profes
sional prescription shops.
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Education.— The assistant roamager indicated that he 

feels that general education courses have provided him with a 
broad background which is very valuable.

Accounting is an important subject, according to him. 
He also said that the controlling stockholder-pharmacist em
phasizes that the significamce of the figures on a financial 
statement depends upon the method used in obtaining these 
figures. He indicated that the students need to leam this 
fact in the accounting courses. He mentioned an exêuaple of a 
graduate pharmacy student who accepted a position in a drug 
store firm because of a misunderstanding of a statement pre
pared by a public accountant. He said that the student did 
not realize that salaries in a partnership are a part of the 
net profit, emd consequently the net profit was much lower 
than the student had originally thought. He also expressed 
the opinion that public accountauits do not emalyze the firm's 
operations with sufficient thoroughness. The preceding com
ment emphasizes the importamce of an understanding of salary 
relationships in a proprietorship or a partnership which a 
student can leam through a thorough knowledge of accounting 
procedures. He indicated that a knowledge of accounting, in
cluding the ability to analyze financial statements, is of 
great importance to a pharmacy student. He said also that 
accounting statements are no more valuable than the integrity 
of the person who draws up the statement.
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Economics is a good course to furnish an adequate 

background for other business knowledge, according to the 
assistêmt manager. He believes that he was benefited by a 
speech course and that the management courses are very valu
able in the pharmacy school program. The assistant manager 
stated as follows:

We need ;Aiarmacists vdio cam deal with human re
lations. Essentially, we are in the business of 
restricting sales. Certain things, by law, we are 
not allowed to do. The success of a pharmacist in 
business consequently depends upon his ability to 
say 'no* to a customer amd have the customer real
ize amd accept the situation graciously.



CASE 31

Nature of the Store Operation
This is a professional prescription pharmacy located 

in a neighborhood area of a city of approximately 138,000 
inhabitemts. The annual sales of this pharmacy shop total 
about $200,000 with an inventory valued at cost of approxi
mately $40,000. Eighty-five per cent of the tbtal sales are 
obtained from the prescription department. Baby and sickroom 
supplies constitute the other principal items sold. Consider
able street parking is available, but the pharmacy has no 
drive-in window. Greeting cards and convenience items are 
sold in addition to pharmaceutical products. Because these 
items are not considered strictly professional, the partners 
in this pharmacy have not been invited to become members of 
the American College of Apothecaries. Although the partners 
are extremely professional, they do not see fit to terminate 
their sales of traffic and convenience items of merchandise 
in order to be eligible to join this association.

The partners in this pharmacy describe themselves as 
prescription pharmacists and pharmaceutical consultants.
This prescription shop is located in a relatively old build
ing. It was especially constructed for a professional phar
macy and the appearance is reasonably modem. It has an ex
ceptionally large volume of business for a prescription phar
macy.
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The shop is organized as a partnership with the con

trolling senior partner having been a former detail man for a 
large "ethical" drug manufacturer. He established the phar
macy shop thirteen years ago. The junior partner and assist
ant mzmager is a Southwestern State College graduate of ten 
years ago. The firm also employs another Southwestern State 
College pharmacy graduate. The senior partner is a. member of 
the State Board of Pharmacy. The partner interviewed is the 
assistant mêuiager.

Me rchandis ing
Buvinq.— This fdiarmacy operates independently and is 

not associated with ëuiy buying group; drugs and merchandise 
are bought from the usual sources.

Pricing policies.— The informant believes in the 
"professional fee" system of pricing prescription drugs, emd 
he explained that he amd >is partner are experimenting with 
it. Prescription drug '"'xces are determined hy adding a pro
fessional fee to the cost of the drugs to cover the overhead 
and return a fair profit. The partners appear well satisfied 
with this fee system but believe it is necessary to proceed 
slowly and "educate" the doctors and the public to accept it. 
The informant expressed the belief that this system will aid 
materially in eliminating the haphazard pricing vdiich has al
ways been a criticism leveled by the public at the pharmacy 
profession. He believes that inconsistent prices have
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encouraged misunderstandings which have led to poor relation
ships between the general public and the pharmacist.

Competition.— The informant indicated that his firm 
is not especially concerned with competition, as they do not 
indulge in competitive practices; they consider themselves 
members of a profession. He reported that their operation 
has been very successful.

Advertising.— The informant indicated that the firm 
does very little advertising, as the partners do not consider 
their firm a promotional organization. The shop does, how
ever, advertise with a distinctive-colored delivery car with 
bright lettering painted on it. A large telephone advertise
ment is carried in the yellow pages of the city telephone 
directory.

Selling.— The informant indicated that sales ability 
is a most necessary attribute of a successful professional 
pharmacist, but that he does not think of selling in terms of 
moving merchandise ; rather he considers selling as the abil
ity of a pharmacist to sell himself to his customers and to 
the doctors with whom he works. He said that this type of 
operation demands a much higher type of ability to converse 
and to communicate effectively with those with whom he deals 
thcui a retail store.

Services.— This pharmacy furnishes free delivery of 
prescription drugs and features merchandise of a convenience 
nature in limited quantity in the front end. It also provides
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chairs for customers while they wait for prescription drugs. 
The firm extends credit liberally.

Accounting
The senior partner in charge of the accounting hires 

an accountant to oversee the bookkeeping. He believes that 
no pharmacy store can afford to do its own accounting these 
days, as this phase of the business has become too compli
cated . Accounting, he believes, has become a specialty. The 
senior partner writes the checks for the firm but relies on 
the accountant for most of the bookkeeping. A full-time lady 
bookkeeper is responsible chiefly for posting the accounts 
receivable and collecting the basic information needed by the 
accountant.

The accounts receivable are processed by the issuance 
of a credit ticket in triplicate, one copy of which is given 
to the customer and two of which are retained. These credit 
tickets are filed alphabetically by customers' names and, 
once a month, they are totaled and the credit tickets are 
stapled to a statement of the accounts which are mailed to 
customers. The charges for the month are then entered on a 
ledger account card for each customer from the remaining 
charge ticket slip>s. When a customer pxays his account, the 
remaining charge tickets in the folder are removed from the 
unp>aid file and placed alphabetically in the customer's "p>aid"
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file after proper ledger entries have been made. Credits are 
handled in the same manner.

An accounts receivable control is compared monthly 
with the balemces of accounts receivable, to which is added 
the month's charges and from which the credit payments are 
subtracted. Once a month, a proof of accounts receivable is 
made on all accounts.

Personnel
The personnel of this operation include three regis

tered pharmacists and a bookkeeper. The partners believe 
that they have few personnel problems.

Public Relations
The pharmacy has a multiple switchboard for direct 

calls to doctors. The informant said that they (he and his 
partner) are continually advising doctors concerning drug 
medication. The partners believe that professional pharma
cists have a duty to educate the public concerning the phar
macy profession. The informant explained that the senior 
partner makes speeches throughout the community, attempting 
to carry a message which the partners believe the phe.rr net ; - 
should tell the public.

The infozmant explained that, in his opinion, the 
wholesalers do not have the professional pharmacists' inter
ests at heart— he believes they are just selling merchandise. 
He indicated that he euid his partner agree with the
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pharmaceutical leaders in the American Pharmaceutical Associa
tion and the Americam College of Apothecaries who are criti
cal of large-scale retail outlets vdiich "merchandise" drugs.
He said that management courses might be necessary in a phar
macy school to a limited extent but stressed that professional 
pharmacy education must come first. He believes that pharmacy 
today is controlled by the wholesale houses smd retail drug 
store which place selfish interests above the profession of 
pharmacy.

The assistant manager complained that, in his opinion, 
retail druggists as a group are exploiting the pharmacy pro
fession. He believes that often large-scale retail drug 
operators are using the prescription department to create 
traffic for increased front-end merchandise sales. The part
ners feel that the public will come to demand a professional 
typje of pharmacy such as they believe this operation repre
sents. The assistant manager said that every day p>eople are 
confirming his belief in professional pharmacy dispensing.
He said that customers demonstrated by their remarks that 
they are dissatisfied with buying their drugs "between bicy
cle sales" and therefore prefer a professional drug service.

The informemt indicated that the senior p>artner be
lieves that the graduates of the local pharmacy school are 
lacking in "social polish." This senior partner apparently 
believes that graduates from certain other pharmacy schools 
generally have a superior ability to converse on a social
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level with doctors and customers. The informant agrees that 
a course in public speaking would be very desirable for phar
macy students.

The informant emphasized that the profession of phar
macy needs to adopt the methods of the medical profession and 
repeatedly appear before civic groups and other community 
groups to inform them of the professional nature of pharmacy. 
He explained that pharmacy graduates generally have an inabil
ity or are unwilling to present the pharmacy story before the 
public, physicians' groups, women's clubs, and related organi
zations. He stressed that pharmacists need to be trained by 
pharmacy schools to do this more effectively.

These partners believe that the profession of pharmacy 
will rise or fall, depending upon the public's opinion of the 
profession. He emphasized repeatedly that professional phar
macy education must come first, and business knowledge, 
though necessary, must take a second place in the preparation 
of pharmacy graduates.



CASE 32

Nature of the Store Operation
This is a professional prescription shop located in a 

neighborhood area in a city of approximately 138,000 people. 
It has annual retail sales of between $90,000 and $100,000 
emd is stocked with an inventory valued at $16,000 at cost. 
Additional sales are made both to a medical clinic and a hos
pital located nearby. The prescription shop is operated by 
the owner-manager who is a registered pharmacist, assisted by 
one employee. The merchandise is turned over between four 
and five times annually. Approximately 90 per cent of the 
total sales are for prescription drugs.

The owner of this prescription shop is a member of 
the American College of Apothecaries, a professional organiza
tion recognizing the highest type of professional operation. 
As a member of this organization, his operation must meet 
mamy stringent professional standards including the following:

1. The exterior of the pharmacy nor its windows 
shall neither display any sign of cigarettes, 
cigars, tobacco, liquor, beverages, or ice 
cream.

2. The pharmacy must not display in the windows, 
either outside or inside, any advertising 
material which detracts from the professional 
appearance of the pharmacy.

3. No pharmacist vAio offers for sale or sells in 
his pharmacy ice cream sodas, soft drinks, or 
beverages of any kind shall have membership.
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This prescription shop is located on a heavily trav

eled street in close proximity to a medical clinic and a hos
pital. It occupies a comer location with adequate parking 
facilities and a drive-in window through whicdi is transacted 
approximately 20 per cent of the total sales. The owner- 
manager has recently moved to this location and believes that 
business is improving substantially. He has recently become 
associated with a volume buying and advertising plan spon
sored by a nationally known drug distributor. He also acts 
as a drug distributor for a national drug manufacturer.

The professed objective of the owner-manager is to 
maintain a professional prescription shop in conformity to 
the requirements of the American College of Apothecaries. It 
is interesting to note that he has available in his prescrip
tion shop a candy display case (which must not occupy a promi
nent position in the shop), and he also has cigarettes for 
sale, but he keeps them under the counter in order to conform 
to the standards of the professional apothecary. He has cof
fee available for doctors and others who desire this conveni
ence, but he does not offer it for sale.

The prescription shop is neatly and roodemistically 
arranged and has comfortable chairs with available reading 
material for customers while they wait. The prescription 
shop contains a combination office and sitting room for the 
benefit of customers and doctors. It is utilized for office
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work emd serves as a place In which the pharmacist can releuc. 
The shop also contains a sizable stock room.

Merchandising
Buvinq.— The owner-proprietor objects to the term 

"merchemdising" of drug products. He buys locally from local 
service wholesalers and does a considerable amount of direct 
buying. Recently, he became associated with a cooperative 
buying and advertising plsm sponsored by a full-service na
tional drug distributor.

Pricing.— The ownernmanager believes in a non-competi
tive pricing system known as the professional fee schedule. 
This pricing system adds a professional fee to the cost of 
the ingredients in the prescription. The professional fee is 
based upon the cost of operation of the pharmacy plus a fair 
profit. Its effect is to raise the price of the lower-priced 
prescription items and to lower the price of the higher- 
priced prescription items. The ownernnanager looks with favor 
on a fair-trade pricing system; however, he is concerned with 
the current legislation before congress because he feels 
strongly that, in order to get pricing laws, other regulatory 
measures will be included which may be more obnoxious than 
the absence of fair trade laws. He is firmly convinced that 
government regulation of pharmacy is impinging on individual 
enterprise.
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Competition.— The owner-^nanager mentioned that his 

chief competition is a downtown chain store which aggressively 
discounts prescription drug prices as well as front-end mer
chandise. He believes that the most effective method of meet
ing competition is through service and increased education of 
the public in regard to the importance of the professional 
dispensing of drugs.

Advertising.— The owner-manager reported that he gen
erally considers extensive advertising as being inconsistent 
with a professional approach towards the practice of pharmacy.

Selling.— The owner^nanager believes that personal 
selling consists principally of effectively meeting the needs 
of the customer emd is also a matter of proper treatment of 
the customer. He stressed that "pressure” salesmanship has 
no place in a professional pharmacy.

His prescription shop is arranged with the help of a 
full-service wholesale firm, which also furnished his store 
fixtures. It was carefully laid out to conform with regula
tions of the American College of Apothecaries.

Accounting
The shop has a very modem cash register. The owner- 

manager employs sin accountant and supplies him with summaries 
of the total sales, cash and charges, and other essential 
data once a week. He utilizes charge tickets in triplicate 
and processes his own accounts receivable. His sales on the
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cash register are classified as drug sales, doctor sales, 
prescription drug sales, and sundry merchandise sales. He 
also rings up charge sales and received-on-account items.
He processes his own payroll and pays his own bills; however, 
the tax work is done by am accountant.

Finance
The ownerHooanager stated that he has borrowed money 

for his new store fixtures from am automobile finamce company 
in this state, and that it was able to give him better finan
cial terms than he could arrange elsewhere. He stated that 
he was originally financed by a partnership arrangement through 
the efforts of a druggist, but that he has since acquired com
plete control. He expressed great appreciation of this indi
vidual for enabling him to begin his own business. He for
merly worked on a part-time basis for him while in a pharmacy 
school.

Public Relations
Professional, customer and employee.— The owner- 

manager stated that he has excellent relations with the doc
tors and dentists and is frequently called upon to advise 
them as to the medication and dosage. He indicated that he 
is opposed to any form of rebate payments to doctors or den
tists for directing patients to his or any other pharmacy.
He stated that he maintains satisfied customers through per
sonal service.
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Advancement of pharmacy.— The owner-manager is par

ticularly fearful of government encroachment upon private 
pharmacy practice. He is opposed to any legislation which 
might eneLble the government to determine whether or not he 
ccui operate.

The owner-manager believes that the pharmacists them
selves have created the prescription drug "shopper" by cut
ting individual prescription drug prices, thereby causing 
customers to become price-conscious. He believes that the 
professional fee pricing system which he has inaugurated in 
the community is a great step forward in advancing the pro
fessional practice of pharmacy. A professional fee is recom
mended by the American Pharmaceutical Association. The owner- 
manager indicated that he is the only pharmacist in the city 
who has fully adopted this pricing system.

The owner-manager stated that he considers it the 
responsibility of the pharmacy profession to engage in public 
education activities. As a leader in the local pharmacy asso
ciation, he is now engaged in hiring a public relations ex
pert to represent the pharmacists in the area and to promote 
a public education campaign to sell the profession of pharmacy 
to the public. He believes that this type of activity must 
be engaged in by the pharmacists if the public is to appreci
ate the services which are provided by the professional dis
pensing of drugs.
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The practice of having direct lines to doctors' of

fices has been criticized as being a violation of the princi
ple of a patient's right to select his own pharmacist. When 
questioned about the direct phone switchboard whicdi is con
tained in his office, he said that he does not consider this 
necessarily unethical. He stated that if the pharmacists are 
to advise doctors on drug medication, it is necessary for 
them to be in convenient conversational reach of the prescrib
ing doctor, cuid normally, this can only be achieved by the 
installation of direct lines to the doctors' offices. He ob
served that, whether or not this procedure is abused, depends 
upon the method used by the doctor in referring the prescrip
tion to the patient— that the doctor should let the patient 
choose the pharmacist whom he prefers.

The owner-manager described the profession of phar
macy as being divided into two factions. One faction in
cludes an older group who received their licenses, in many 
cases, years ago, and who believe that a minimum of schooling 
is necessary in order to practice pharmacy. Another faction 
is a younger group of recent graduates from pharmacy schools 
who view pharmacy as a profession in which the pharmacist 
serves as an advisor to doctors on drug medications, and as a 
safety factor in the protection of patients in the administer
ing of dangerous drugs.

The owner-manager commented that the pharmacy profes
sion faces severe problems because the government in the
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recent court cases has secured several adverse decisions that, 
in his opinion, serve only to degrade the professional nature 
of pharmacy. He views the adoption of the fee basis as one 
solution to prescription drug pricing.

He is obviously proud of his membership in the Ameri
can College of Apothecaries. He commented that a fellow pre
scription shop operator down the street would be asked to 
join the association if he would take out his greeting cards 
cind other front-end items which are not peirmitted by this as
sociation. He commented that, while it may seem that the 
American College of Apothecaries is unduly severe in its re
quirements, it is very difficult to determine the degree of 
the professional nature of the operation if the sale of such 
things as cigarettes, drinks, and greeting cards is permitted.

Education.— The owner-manager indicated that he is in 
favor of retaining academic euid scientific courses in the 
pharmacy curriculum. He also expressed a strong belief in 
general education, explaining that he wished that he had had 
more music appreciation, economics, literature, and cultural 
subjects. He emphasized that well-educated people represent
ing pharmacy will be the best advertisement for an increase 
in the professional acceptance and respect with which pharmacy 
will be held by the public. He expressed no particular de
sire for additional management courses, stating that the 
knowledge of pharmacy must come first. Management courses 
are desirable but not essential, in his opinion.
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The owner^nanager recommended that great emphasis be 

placed on an "internship" progreun for pharmacy graduates and 
he suggested that a special administrative board at the state 
level be set up to administer this practical training. He 
suggested that the training should take place after gradua
tion from a pharmacy school.

The owner-manager commented that a person can be 
trained in six months to dispense drugs, but that he will 
know nothing of dosages and will not be able to recognize the 
doctor's mistakes. He stressed that serious consequences 
might result from the dispensing of drugs by such a profes
sionally unprepared person.

The owner-manager obviously deeply feels that every 
pharmacy student should have an appreciation of the economic 
portents of what he considers are the present governmental 
socialistic policies. He expressed the opinion that such 
things as socialized medical care would be the greatest catas
trophe that could be perpetrated upon the American people.
For this reason, he believes that a close analysis of economics 
is a "must" for every pharmacy student.



CASE 33

Nature of the Store Operation
This is a clinic 0iarraacy with approximately 85 per 

cent of the total sales in the form of prescription drugs.
It is located in an expanding community of over 61,000 people, 
adjacent to a large military establishment. The pharmacy has 
annual sales of approximately $90,000, maintained on a mer
chandise inventory valued at a cost of $10,000. The merchan
dise stock is turned over approximately seven to eight times 
annually. Charge accounts are encouraged and credit sales 
approximate 35 per cent of the total sales. Outstanding ac
counts receivable approximate $2,000.

The clinic pharmacy is located on a residential 
street near a neighborhood business area. The pharmacy con
tains a very small amount of front-end merchandise and is 
professional in appearance. It is located in the center of a 
building, with doctors' offices on both sides. It is open 
from 9:00 A. M. to 7:00 P. M. on weekdays and closed on Sun
days .

The owner-manager is a dynamic, aggressive young man 
who is well-known throughout the community. He has recently 
opened a general drug store as "insurance" against the possi
bility of difficulties developing between the doctors who con
trol this medical clinic and himself. He said that the medi
cal clinic required him to pay a lease rental of 13 per cent
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of the total pharmacy sales. He reported that he pays more 
them double the rent for the clinic pharmacy, which occupies 
a relatively small area, than he does for the retail store 
which covers a much larger area. It was apparent to the 
interviewer that he is not satisfied with his rental agree
ment with the medical clinic.

"I know this type of rental agreement is considered 
unethical," he said, "but I thought that if I didn't take it, 
somebody else would. It gave me my start." He said that he 
desires to be independent. He indicated that he does not 
wcmt to be a big operator; he wishes only for a large enough 
operation to protect him against the possibility of the doc
tors "moving out" on him.

Merchandising
Buying.— Most purchasing is done from two full- 

service wholesalers. The manager also is associated in a new 
cooperative buying and advertising plan recently created by a 
national drug wholesaler to give volume discounts to independ
ent merchants, and to provide a means whereby independent re
tail drug store operators can take advantage of various adver
tising discounts available to chain and other large scale out
lets (but which formerly could not be taken advantage of by 
independents because of the relatively small amounts involved 
on an individual basis).
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The ownernnaanager observed that this independent deal

ers' advertising and buying plan is working out advantageously. 
The clinic pharmacy auid the drug store combine their direct 
purchases auid are able to take advantage of quantity discounts.

Pricing policies.— The owner-memager indicated that 
he is featuring a few price leaders, but that generally it is 
impossible for him to compete in price with a few other out
lets in the community. He reported that he is meeting dis
count competition only when individual customers complain of 
the prices charged. All merchcuidise, with the exception of a 
few front-end items, is code priced at cost to aid in inven
torying and exchange of merchemdise between stores.

Competition.— A new discount house with a prescrip
tion pharmacy has recently been established on the nutskirts 
of the city, and while it has not yet achieved a high volume 
of sales, apparently, it has the effect of bringing down the 
local price structure on prescription items and other drug 
products, other drug outlets are attempting to some extent 
to compete with this discount house on a price basis. Many 
of the people in this city are military personnel who patron
ize the military base phanuacy.

The owner-manager said that he is attempting to com
pete with other outlets on the basis of convenience and pro
fessional service. It is his belief that pharmacists in this 
area have cooperated fairly well. He is concerned about the



476
presence of the military base pharmacy nearby Which consti
tutes a serious problem.

Advertising.— The owner-manager indicated that adver
tising for his clinic is principally of a professional nature 
and emphasizes his prescription department. He reported that 
a certain television advertising program originating in a 
nearby city in another state is well worth the money. It is 
costing him $50 per month for a 20 second spot on a very de
sirable evening program featuring a medical series. He be
lieves that this spot on a popular program gives him a type 
of prestige advertising which is very valuable. A small de
livery car, which is brightly painted with appropriate adver
tising, also serves to promote business in the two establish
ments. He reported that he advertises week-end "specials" in 
the daily newspaper occasionally.

Selling.— The owner-manager pointed out that personal 
selling is an important function in this operation with re
gard to the selling of related drug products such as vitamins. 
The layout of the pharmacy was planned by a full-service drug 
wholesale firm and it utilizes a limited amount of self- 
service displays.

Inventory control.— The owner-manager indicated that 
he is using an accounting system provided by a national drug 
mêuiufacturer which provides a dollar inventory control system 
based on the estimated sales. Future sales are estimated and 
the merchandise is purchased in accordance with a planned
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budget. In addition, the "want book" and visual control are 
used to indicate the items to be purchased.

Services.— The patients in the clinic constitute the 
principal traffic in the clinic pharmacy. The owner-manager 
believes that his participation on various civic committees 
serves to encourage customer traffic in the pharmacy.

Accounting
The single-entry bookkeeping system which is used has 

been provided free of charge by a national drug manufacturer. 
It utilizes daily summaries which are entered into designated 
classifications in a large ledger. Monthly summaries of in
come and expense data are also provided. This single-entry 
bookkeeping system furnishes a great deal of control of the 
merchandising operation if it is kept up to date. The owner- 
manager compares his operating figures very carefully with 
the national averages furnished by the manufacturer, but does 
not utilize the accounting analysis service which has also 
been furnished free of charge by the drug manufacturer.

The accounts receivable are prepared in triplicate 
with one copy going to the customer, another copy being 
mailed with the monthly statements, and a third copy being 
retained for control purposes. The owner-manager prepares 
the payroll for the pharmacy and also the tax reports.
Tobacco is the only item in which sales are departmentalized. 
This is done so that these sales will not be included in
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taxable sales. He said that it is not necessary to separate 
the prescription department sales from other sales because 
the accounting system maintains a separate record of all pre
scription drug sales.

Personnel
The clinic pharmacy is serviced by the owner-manager 

and by a registered pharmacist employee, who works half time 
in the clinic pharmacy and half time in the retail drug store. 
One additional clerk comprises the remainder of the personnel. 
The nearby military base has registered pharmacists who are 
available for part-time and emergency work when needed. The 
owner-manager reported that he utilizes their services quite 
often cind makes it a practice to p>ay more than the average 
wage in the community. He believes that the extra compiensa- 
tion is reflected in increased effectiveness of the personnel.

Finance
The owner-manager of the clinic pharmacy said he 

started the pharmacy with $500 cash and a $3,000 bank loan 
and has made money from the day the pharmacy opened. He re
lated that he was help>ed by wholesale suppliers who furnished 
him with liberal credit terms. He believes he has been very 
successful. He takes advemtage of all cash discounts.
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Public Relations

Professional.— The ovmernmanager has close social re
lationships with many of the doctors in the community. He 
plays golf with them and meets them socially through club mem
berships cind in other ways. Personal service is stressed in 
his relations with customers.

Advancement of pharmacy.— The local pharmacy associa
tion is considered very worthwhile by the owner-manager, eind 
he believes it provides a cooperative approach to mutual phar
macy problems which confront the local druggists. He asserted 
that pharmacists should stick together emd fight other types 
of outlets such as discount houses and grocery stores rather 
than fighting within the profession. He also believes that 
his cooperation and participation in civic enterprises has 
brought many prominent people into his ̂ establishment.

Education.— The owner^noanager wants pharmacists who 
have a strong general education background. He said that a 
knowledge of discounts and percentages is very important in 
making buying decisions, cind that this should be stressed in 
the pharmacy curriculum. A merchandising and management pro
gram is an essential part of a good pharmacy preparation pro
gram, he believes. He mentioned that any type of program 
which would better equip students to meet and associate suc
cessfully with people would be highly desirable. Also, he 
said that speech and business correspondence might be worth
while courses.



CASE 34

Nature of the Store Operation
This is a clinic pharmacy located in a rapidly expemd- 

ing city of approximately 128,000 inhabitants. The clinic 
has two doctors, a fourteen-bed hospital, and a pharmacy 
which is a part of the clinic. It is operated independently, 
cind the pharmacist pays a fixed rent to the medical clinic.
The annual sales of this clinic are about $65,000 achieved on 
a merchandise inventory valued at a cost of approximately 
$8,000. The merchandise is turned over five to six times an
nually. Ninety-five per cent of the total sales are prescrip
tion drugs. The clinic pharmacy permits charge accounts 
which total 15 per cent of the sales and currently amount to 
approximately $1,000. The owner-manager has been in this 
operation for three years.

The pharmacy is located on a well-traveled street in 
a neighborhood area. The city is distinguished by having 148 
doctors, which is a high number for a community of this size. 
According to the owner-manager, his primary objective is to 
maintain satisfactory relations with the doctors in the clinic 
and their patients.

The owner-manager commented that the doctors desire 
the pharmacy clinic to dispense medicine for the customers' 
convenience. He stated that when he graduated from pharmacy 
school about ten years ago, he worked in a full-service retail
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store. He said that his hours were very long, and that he 
frequently worked until 11:00 P. M. He has also had previous 
experience in managing a medical clinic jAiannacy in another 
town. He prefers his present situation to einy previous one. 
He said:

I like this clinic. We close Saturday afternoons 
and Sundays. I eua not on call and I like that. I 
like to have some time off the job. There is less 
investment in a prescription pharmacy than in a re
tail drug store and that is an advantage.

Merchandising
Buying..— The owner-manager related that his buying is 

done principally from the usual sources, and that he is not 
associated with any buying group or agency.

Pricing.— According to the owner-manager, pricing is 
not a particular problem because he charges what he feels is 
a professional price, and most of the doctors' patients pa
tronize the pharmacy.

He explained that he utilizes a "pull-off" tape on 
which he marks his prices. He indicated that the advantage 
of using this "pull-off" marker is because he can date and 
price the goods in code and, if a particular medicine is not 
used, it is possible for him to remove the sticker and return 
it to the drug company which will accept it without discount 
because it is in an unmarked container.

Competition.— The owner-^nanager reported that he is 
not particularly concerned with the outside competition in
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the area. He indicated that his clientele consists of pa
tients of the doctors who are located in the clinic, smd 
friends and acquaintances who drop in to have prescriptions 
filled.

Advertising.— The owner-^nanager stated that he is 
little concerned with advertising. He makes a practice of 
giving a small bottle of perfume or em appropriate gift to 
certain patients who patronize the pharmacy. When a baby is 
born in the clinic, he makes a present of some item of baby 
goods to the parents when they come into the pharmacy. He 
mentioned that he also makes it a practice to place small ad
vertising items, such as emery boards, in medicine envelopes 
which he supplies to customers. These envelopes feature the 
name and address of the pharmacy and price data, suggesting 
that the customer save this information and use it as medical 
deduction on his income tax return.

Selling.— Personal selling ability is an important 
attribute of the operation, the owner-manager pointed out.
He believes that the pharmacist must be able to meet the cus
tomers and sell himself to them. Many of the items he re
ceives are pre-sold before they come into his pharmacy, but, 
he commented, this is not enough, the pharmacist must still 
help in turning the merchandise.

The owner^nanager reported that he is not particularly 
concerned with layout and display in the clinic pharmacy.
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Inventory control.—  The owner-manager coranented that 

inventory control is not a problem in a prescription shop.
He stated that the practices of manufacturers from whom he 
buys much of his merchemdise directly make it unnecessary to 
be too concerned about overstocking drugs. These memufactur- 
ers take returns on any drug merchandise which is not sold, 
and he stressed that, if a pharmacist watches his stock 
closely and returns the excess stock within a reasonable time, 
the drug companies will make full restitution of the purchase 
price. His practice of not marking the bottles aids him, he 
said, because if the bottles are marked, the manufacturer fre
quently discounts the medicines which are returned.

Services.— He consented that he uses a free delivery 
service and provides credit for his customers. By giving 
away gifts, more amiable relations are established with his 
customers, he commented.

Accounting
The owner—manager's wife maintains a journal of his 

accounts which is very simple. Different types of income and 
expenses are itemized. One of their usual practices is to re
cord têixable and non-taxable sales on the cash register for 
purposes of computing the sales taix. The accounts receivable 
are processed by means of a card file in which the owner- 
manager enters the charge at the time of the sale. When the 
money is received, the payment is recorded on the seune ledger
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card immediately. Credit sales are not recorded on the cash 
register until the cash is received. He reported that he pre
pares the payroll records and the tsoc reports, in addition to 
paying the invoices.

Personnel
The fdiarmacist-owner said that the personnel consists 

only of himself and one lady assistant who aids about the 
premises. He commented that he has no personnel problems.

Finance
Capital finance.— The owner-manager reported that he 

paid $15,000 for this pharmacy when it had about $12,000 
worth of stock and fixtures in it. He explained that much of 
the merchandise and drugs which were in the store when he ob
tained it were old. He estimated that he paid about $3,000 
for "good will."

The owner^nanager went into extensive detail in de
scribing a former operation in a medical clinic in a neighbor
ing town which he operated for four and one-half years. He 
said that from July, 1954, until December, 1958, he operated 
a pharmacy in a clinic in which were associated four general 
medical practitioners who were operating a thirty-bed hospital. 
He reported that while he was there he filled 110,002 new pre
scriptions. He did not keep an accurate record of the number 
of refills. He stated that in his last year of operation he 
paid income tax on $29,000 after paying the medical clinic
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$1,000 for rent. His annual volume was about $110,000 in pre
scription drug sales. This (Aiarmacy occupied only a very 
small area in the clinic.

He reported that the doctors in the clinic had then 
forced him out of the clinic and têücen over the operation 
themselves. For this reason, he transferred to his present 
operation. He said that he gave this information to stress 
the fact that there is a real opportunity to make money in a 
medical clinic.

In the present clinic jAiarmacy, he pays $500 a month 
for rent with utility bills paid, and he considers this is 
the only ethical way to operate a prescription pharmacy. He 
further ccanmented, "When you see a phcirmacy in a medical 
clinic, as a rule you can conclude that the doctors are in
volved in some way in prescription drug profits."

Public Relations
The owner-manager observed that he knows only a frac

tion of the number of physicians that some of the retail drug
gists in the city do. He commented that other operations in 
the city often cultivate physicians extensively, but that he 
deals only with the physicians here in the clinic. Therefore, 
he receives only a small amount of transient business.

The owner^ticuiager is principally concerned with satis
fying only the clinic physicians and their patients.
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The professional organizations may help advance the 

cause of pharmacy through public relations programs, he be
lieves , but in his opinion it is the duty of every pharmacist 
to sell himself to his customers in order to sell the profes
sion. He participates actively in church groups and this com
prises his principal public relations or community service.

The owner-manager said:
I am opposed to unethical doctor-pharmacist re

lationships. I am not particularly concerned with 
pricing drugs as it does not affect me much because 
we have our own patients here.

In evaluating educational preparation for pharmacists, 
the owner-manager stated that he believes in emything that 
will improve public relations. This would include courses 
such as public speaking. He observed that management train
ing is necessary for all pharmacists, even though only a mini
mum of this type of training may be needed, in a few instances. 
In his opinion, a graduate pharmacist never knows in what 
type of an operation he will practice, and therefore it is 
necessary, he believes, that some management training be given.



CASE 35

Nature of the Store Operation
This is a clinic pharmacy with amnual sales of about 

$175,000, located in a medical arts clinic. Prescription 
business accounts for 65 to 70 per cent of the total sales; 
sundries, 8 per cent; and wholesale sales, the balance. Some 
wholesaling of drugs to other retail outlets is done, and 
this pharmacy also supplies drugs for four nursing homes, in 
addition to the four doctors who are in the clinic. Credit 
sales are extensive, with three-fourths of all sales being on 
credit. Accounts receivable outstanding average from $20,000 
to $25,000, which is not excessive in view of the fact that 
monthly charges average approximately $12,000 per month. The 
owner has conducted this business approximately six years.

The pharmacy is located in a community of approxi
mately 12,000 inhabitants in a church orientated community in 
close proximity to a large city of over 324,000 inhabitants. 
The shop is in the comer of a medical clinic with a glass 
frontage on two sides and is modernistic in appearance. It 
maintains a pneumatic tube system by which physicians in the 
clinic send their prescriptions directly to the pharmacy.
This practice is regarded by most pharmacists as unprofes
sional, as it may violate the right of the customer to select 
his own pharmacist. An intercommunications system is also 
used between this clinic and the physicians' offices.
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An indication of the professional nature of the opera

tion is shown by the recent invitation received by the owner- 
manager to meet with the American College of Apothecaries, 
which offers membership only to pharmacists who restrict the 
sale of front-end merchandise and maintain high standards.

The owner^nanager believes that 0iamnacists must 
leam to be good business men. He indicated that too many 
drug store.owners are not alert to changes in the business 
world and do not change with the times. He pointed out that 
many drug stores have no offices and operate in a haphazard 
manner. He believes that today an office is indispensable in 
properly managing the purchasing, record keeping, and detail 
work which is a necessity in a properly controlled pharmacy 
business.

The owner-manager is obviously alert, intelligent, 
capable, euid successful. He observed that pharmacists who 
are unhappy with the drug business are generally those who 
seem to believe that they are doing the customer a favor by 
filling a prescription. This type of pharmacist, he believes, 
is generally out-of-date, unrealistic, and feels that the cus
tomer owes him a living.

According to the owner-manager, service to the cus
tomer at a fair price is the operating rule of this establish
ment. He does not follow the recommended price schedule, as 
he believes he can operate more efficiently and maintain ade
quate profits with lower prices. He indicated that drug
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store owners need to study their expenses more realistically 
and take steps to control them. The high cost of delivery 
service and credit privileges is one area in which progress 
mutt be made, he emphasized, if the independent pAiarmacist is 
to compete effectively with discount operations.

The owner-mamager stated that his philosophy is to 
follow the "Golden Rule" in the practice of phairmacy and 
treat the customer as you would want him to treat you. Per
sonal, friendly service is the principle upon which this opera
tion is based, the mcuiager said.

Merchandising
Buying practices.— The pharmacy is supplied princi

pally by two nearby full-service wholesalers located in the 
metropolitan area. The owner-manager indicated that, whereas 
he formerly purchased entirely from the smaller of the two 
full-service wholesalers, he has now changed his policy and 
is buying equally from both. This procedure is a result of 
the new volume buying plan which has been set up for retailers 
by a national drug wholesaler.

During his first quarter of a year of operation in 
which he used this pleui, he has received a rebate check for 
$300. This discount is based upon the line extension (the 
dollar amount of the total order divided by the number of 
lines or items purchased.) Under this plëui, the retailer 
gets a 10 per cent discount for a line extension of over $14
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and a graduated percentage for lesser amounts. The owner- 
manager has devised a unique "want book" with which to oper
ate the system. He has placed each of the several standard
ized order blanks in plastic covers and assembled them in a 
loose-leaf notebook with the principal items vdiich he usually 
purchases underscored for easy checking. He uses a red pen
cil and checks the item in the "want book" when it is needed. 
Every two weeks, when the order is mailed to the vdiolesaler, 
he utilizes these red check marks to locate the proper items 
to place on the order blank. The wholesaler, under this plan, 
eliminates the cost of salesmen's personal calls. The plan 
also enables the wholesale house to operate more efficiently 
because of maximum utilization of employees help in filling 
the orders during slack periods.

The owner-manager indicated that he is not participat
ing in the cooperative advertising plan of the wholesaler 
whereby this wholesaler enables retailers to pool their adver
tising allowcinces and advertise in the metropolitan newspa
pers. He has participated actively in club buying and is a 
principal member of a club in vdiich a few small retailers 
make a practice of pooling their orders when buying direct 
from manufacturers in order to obtain quantity discounts. He 
indicated that his store now has sufficient volume to secure 
the maximum discounts without pooling his orders with other 
pharmacies. His former associates, however, still want him 
to continue the practice, and he said that he has now found
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that it is necessary for him to add a 10 per cent charge for 
this service in order to cover the handling costs. He re
ported he is acting somewhat as a wholesaler for a few small- 
service operators.

The owner^nanager recently has been working for a 
maximum turnover of merchandise stock because of the encourage
ment of the sales manager of a full-service wholesaler. He 
indicated that, when making a decision as to the advisability 
of buying in quemtity for maximum discounts, he compares the 
return on his investment with dividends from money invested 
in stocks or bonds. By investing his money in the merchem
dise at the greatest discount, he can make a better return.
He considers this merely a matter of an efficient use of capi
tal. He does not make a practice of purchasing over a three 
months * supply of merchandise unless he receives over a 15 
per cent discount.

Pricing.— The owner-manager apparently believes that 
much of the trouble with the discount houses gmd other types 
of competition has been caused by the unrealistic attitude of 
druggists in maintaining their pricing schedules at too high 
a level. He bases his prescription drug prices on what he 
considers a satisfactory level.

The owner-manager uses a machine marking system for 
his merchandise. This machine sets the date, the price of 
the item in code, the supplier (which is indicated by a code 
letter), and the retail price on each item of merchandise.
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It also stcunps the store name on the Item. The manager re
ported that this allows control of merchandise by providing 
both the cost price and turnover information, which is deter
mined by the dating. He reported that this procedure is a 
valuable aid, particularly when several items are to be marked. 
Another advemtage of this tab-^narking machine is the ease with 
which the tab can be removed from the drug bottle when the 
bottle is to be returned to the drug supplier for credit, 
since items which are not marked carry a full refund.

Competition.— The owner-manager is not extremely con
cerned with competition in the area; however, he seemed per
turbed over the existence of competition from the hospital 
pharmacy located in a nearby church-operated hospital. He 
indicated that drug manufacturers sell to the hospitals in a 
manner which may create a pricing problem. Hospitals gener
ally purchase drugs at wholesale rates or often at even lower 
prices. The recent action of the nearby hospital pharmacy in 
offering excessive discounts to nursing homes which have pre
viously been supplied by the owner-manager makes it almost 
impossible for him to compete. While hospital pharmacies 
generally have made it a policy not to compete with retail 
outlets on a price basis in regard to sales to out-patients, 
it appears that the policy in regard to sales to nursing 
homes is not so well established.

Another type of competition with which he is con
cerned is that of the discount houses located in distant
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areas. He reported that they apparently operate with a two- 
price system, with a very low price for new customers, and 
higher prices for established customers. He believes they do 
not always charge the original price when they refill a pre
scription copy of another pharmacist, thereby creating a low 
price image. Almost all pharmacists believe this procedure 
is extremely unethical. Also, he believes that they have a 
very low price for new customers to secure their initial busi
ness, but a higher rate for established customers. He be
lieves the most effective method to meet this type of competi
tion is friendly personalized service. He also observed that 
druggists must now watch their overhead cost much more care
fully than in the past.

Advertising.— The owner-manager reported that he ad
vertises very little because of his type of operation. His 
advertising effort is centered on the use of "give-aways" 
such as pencils, balloons for the children, calendars, and 
other personal items. He also sponsors football programs and 
donates to community projects.

Selling.— The owner-manager reported that there is a 
definite place for suggestive selling in a pharmacy clinic in 
reminding the customer of his needs in regard to related pro
ducts .

The owner-mêuiager designed his own layout and display, 
and a contractor built his fixtures for him. He has been in 
his present location for only two years— having moved from
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smother part of the building. It apparently grew too small, 
as it was set up as a one-man operation. It appears that 
business has increased much faster than he originally antici
pated. He said that he is in the finsmcial position now 
after six years of operation that he had expected to accom
plish at the end of twelve years.

Inventory control.— The owner-manager indicated that 
information relative to the stock turnover of drug merchan
dise is of very little value to him. He said that physicisms 
demand a certain drug item and prescribe it repeatedly— then 
they get another favorite and the previous "fast-mover" is a 
dead item. He believes that his marking machine system which 
includes the date of purchase constitutes sufficient control 
of inventory, supplemented by a card file system which he 
maintains on all his inventories. The certified public audi
tor requires cm itemized inventory twice a year. He devised 
a system so that, rather than make up a new list every six 
months, he keeps a card inventory file on all items of mer
chandise carried in the pharmacy clinic. This card has the 
drug title, whether the item is a wholesale of a direct pur
chase, and by whom it is supplied. Also, the card contains 
the date, the quantity, the unit, the price per unit, and the 
total price. All drugs on the shelves are alphabetized, and 
this card system indicates the location of the drug on the 
shelf. The manager said that this card plan has helped him 
to locate drugs, to determine shortages, smd to be consistent
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in writing off dead merchandise. He reported that when he 
discards an item he removes the inventory card from the inven
tory file and places it in the dead file which is retained.

Services.— Delivery service emd credit extension to 
customers are the principal store services. The owner-manager 
pays a boy to make his deliveries for him. This boy is le
gally an.independent contractor because of the method used in 
paying him. The boy makes deliveries twice a day— one at
2:30 P. M. smd another at 5:30 P. M. He uses his own car and
averages 12 deliveries a day in return for a payment of $100 
a month. This service, the owner-mêmager believes, costs him 
about 28 cents for each item delivered. The standard rates 
by commercial firms in this area are 65 cents for shore runs, 
95 cents for runs over two miles, and $1.25 for runs over
four miles. Thus, the manager claims that he has a very sat
isfactory arrangement.

The ownerHnoanager reported that he has very little 
trouble with credit collections and that his credit losses 
are less than 0.5 per cent of charged sales. When he is 
faced with a bad account, he utilizes a collection service 
which operates on a service fee of one-third of the amount 
collected; however, before he uses this service he mails a 
credit letter collection series to the customer in cin effort 
to collect the account.
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Accounting

Financial statements are made for this pharmacy twice 
a year by a certified public accountant. Physical inventor
ies are also taken twice a year, utilizing the card system 
previously mentioned. The owner-manager indicated that the 
chief purpose of the financial statements is to give him a 
good picture of the over-all operation.

Each day a daily report sheet of the total operation 
is prepared. Credit tickets are made in duplicate. The phar
macy's bookkeeper operates a modem posting machine which 
simultaneously posts both to the ledger and to the journal, 
keeping a summary total of charges and credits each day. All 
prescription sales, whether for cash or credit, are posted to 
the customers' accounts whereby the owner-manager can furnish 
customers with a detailed list of prescription drugs bought 
during the year for income tax or insurance purposes. All 
payroll and tax reports are made by the memager. The accounts 
receivable ledgers are utilized for checking prescriptions 
when the customer has lost his prescription number and wishes 
information. He indicated that this system of keeping all 
prescription items posted in the ledger accounts aids in expe
diting the processing of the customer's insurance claims.
All bills are paid by the owner-manager. No accounts payable 
ledger is maintained, but instead, the invoices are allowed 
to accumulate for the month and are checked against the 
monthly statement. When paid, the invoices are filed by the
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compêtny name. These invoices are retained for a period of 
five years, which is required by law.

Personnel
This clinic is serviced by the owner-manager and one 

other registered pharmacist— a last year's graduate from the 
School of Pharmacy, Southwestern State College, who happens 
to be a girl. In addition, the business requires a bookkeeper, 
clerk, and a delivery boy. Each of the employees is required 
to take a well-known public-speaking and personality course, 
as the manager believes that human relations and psychology 
are the most important factors in running a good business.
He indicated that the duties of his employees include cleaning 
and arranging merchandise on the shelf. He firmly believes 
that the average drug store "beats itself" by its high em
ployee overhead cost, caused in many drug establishments, by 
employees who stand around doing nothing.

Finance
The owner-manager indicated that he started this phar

macy with $1,000 cash which he deposited to his clinic bank 
account. He said that the medical clinic with which he is 
associated furnished the necessary fixtures. Originally, he 
began business by delayed dating on merchandise purchased and 
by buying in very small quantities. Because of the success 
of this operation, he has no present finsincial worries.
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The owner-manager Indicated that customer insurance 

policies which provide for drug expenses are fast becoming a 
problem because the druggist is often called upon to provide 
prescription infozrmation.

Public Relations
The owner-manager indicated that he gets along well 

with the doctors in his clinic. He recommended that emy phar
macist going into a medical clinic should become acquainted 
with the basic characteristics of the physicicins with whom he 
associates. He stated that no lease agreement is possible 
which is broad enough to cover the many personal relationships 
cuid problems which arise in the close contacts necessary with 
the (Aysicians in a medical clinic.

The owner-manager also reported that the duplication 
of drug products is one of the problems in drug retailing.
He believes there is much senseless duplication of products, 
requiring overstocking. He said, however, that duplication 
in his operation is not a major problem as he works closely 
with the doctors in the clinics and stocks the drugs which 
they prefer. Profesionalism, he believes, is a matter of 
basic character. He indicated that, in his opinion, pharma
cists who are really professional place service to their cus
tomers above monetary reward. He said that the pharmacy 
school can do much to teach the ethics of the pharmacy profes
sion, but that generally the basic character of the |harmacist



499
is formed before he attends pharmacy school. He emphasized 
that he likes the practice of pharmacy for what it is emd is 
not interested primarily in the money. However, he thinks 
that pharmacists must recognize that they are operating a 
business.

Education.— The owner-memager emphasized that the 
most importcmt single asset which the pharmacist must have, 
in addition to his certificate of professional competency, is 
the ability to type. He can hire a high school girl to type 
labels who can perform the job more efficiently than the typi
cal newly graduated registered pharmacist. He said that he 
would never pay $700 per month to a pharmacist to "hunt and 
peck" on the typewriter. He pointed out that a good part of 
a pharmacist's time is spent in using the typewriter, and, 
therefore, he believes that emjAiasis on this part of the phar
macist's education should be stressed. Pharmacists are los
ing jobs to secretaries in many prescription shops, he be
lieves, because, it appears to him, that secretaries often 
prove to be better typists than the registered pharmacists.
He reported that if a pharmacist cannot type 60 words a min
ute, he considers it a handicap.

He emphasized that students need to know what is most 
important to leam in pharmacy school. He told of an inci
dent in which the pharmacist who was working for him made a 
mistake in the dispensing of a dangerous drug, as follows:
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When I asked this pharmacist if he was not taught 

to do better in jgAarmacy school, he replied that he 
was, but that he had Just memorized the information 
to pass a test and had promptly forgotten it, like he 
has forgotten most other things in school.

The owner-mamager believes that pharmacy teachers 
should be required to work part-time occasionally in dispens
ing drugs. He thinks they need to leam more about what they 
teach. In this way, he believes they can more adequately 
help their students with an understanding of pharmacy as it 
actually is and not lose touch with the profession. He would 
like to see more discussion seminars and a more practical 
approach to pharmacy than is sometimes taken. He appeared 
well satisfied with the knowledge of drugs the pharmacy 
school graduates have. He indicated that, in his opinion, it 
is of importance to a pharmacist to know how to orgemize and 
operate a pharmacy. He believes accounting cem be a very 
valuable course, and that almost every pharmacist needs to 
know how to prepare a payroll and understemd various tax 
problems.

The owner-manager suggested that a practicing pharma
cist should visit other drug stores and leam what is taking 
place in order to adequately run his own pharmacy. He indi
cated that a practical experience requirement should be a 
part of the pharmacy course and should be supervised by phar
macy instructors in conjunction with teacher-managers such as 
himself. He believes that this supervised practical experi
ence should take place before a pharmacist is graduated from
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a pharmacy school. He also believes that management training 
should occupy a much more importemt place in the education of 
a professional pharmacist.



CASE 36

Nature of the Store Operation
This is a clinic pharmacy which operates in a medical 

clinic owned by eight physicians and one dentist. It is a 
unit in a local drug store chain. Annual sales approximate 
$60,000, maintained almost exclusively from prescription 
drugs. The number of prescriptions filled daily will vary 
from 40 to 50 in the summer and up to 100 in the winter. The 
pharmacy occupies a small area of approximately 100 square 
feet and opiens into a hallway some distance removed from the 
clinic entrance. The customers are serviced from a large 
ledge-type opening in the front of the clinic; there is no 
customer traffic in the pharmacy itself. The merchandise in
ventory is probably valued at less than $4,000, as inventory 
is often replenished from another store in the chain which is 
located nearby.

The medical clinic is located near a large community
'

hospital in a city of over 40,000 inhabitants. The pharmacy 
in this medical clinic is serviced by a woman pharmacist and 
is op>en nine hours a day for five days a week and until noon 
on Saturdays. The pharmacy clinic has two telephones which 
service both the physicians' offices and outside calls. Be
tween 75 and 80 per cent of all prescriptions are received by 
direct telephone lines from physicians in the clinic.

502
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This pharmacy Is operated under a lease agreement 

which requires that 20 per cent of the gross sales be paid to 
the medical clinic. The chain of which this pharmacy is a 
unit has four general drug stores. The owner of the chain 
does not operate the clinic pharmacy primarily for profit 
purposes; instead, he feels that his operation of this unit 
reduces outside competition for his other stores emd provides 
related business.

The woman pharmacy manager graduated from Southwestern 
State College about seven years ago. She has had previous 
experience in a chain prescription pharmacy in a large city.
It is apparent that she is well-liked, capable, and possesses 
a pleasing personality.

Merchandising
Buying.— Because of its professional nature and the 

small enclosed area within vdiich the pharmacy is located, 
merchëuidise stock is principally confined to prescription 
drugs and a few other products. This pharmacy is operated as 
cm adjunct of another unit of the drug chain, which is a gen
eral drug store located within two blocks. The drug products 
used are supplied by either the nearby drug store or by the 
central warehouse of the chain. In this chain, the individual 
store units order a few drugs directly from the manufacturer, 
and the remainder are secured through the warehouse maintained
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by the central buying office or from full-service wholesal
ers.

Pricing.— Pricing policies conform to those of the 
other units of the chain, as no attempt Is made to raise 
prices In order to compensate for the higher cost of the lease 
agreement. Generally, the pharmacy achieves from a 40 to a 
SO per cent gross profit based on the prescription drug sales.

Competition.— Because of their financial Interest In 
the prescription sales In this pharmacy, the physicians In 
the clinic encourage their patients to patronize this phar
macy. As mentioned previously, over 75 per cent of all pre
scriptions are received by telephone from the physicians In 
the clinic. The pharmacy provides the neighboring retail 
store and others of the chain, when requested, with copies of 
any prescription filled. In this manner, all stores In the 
chain can have any prescription Information available and are 
able to provide customers of this pharmacy with refills.
This procedure results In a considerable number of prescrip
tion refills for the other stores and enables customers to 
purchase from the stores which are located In their neighbor
hoods .

The manager reported little concern with outside com
petition, Indicating her principal Interest Is In providing 
service for the patients of the physicians In the clinic.

Advertising.— No advertising Is done by this clinic 
pharmacy, except that Its name, location, and phone number
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are listed, along with that of the other units of the chain, 
and appears in all store advertisements, vdiich are extensive.

Selling.— The manager indicated that there is really 
no selling in this pharmacy since the drugs are already sold 
when the doctors write the prescriptions. The numager re
ported that the only thing she has to sell is competent and 
friendly customer service. She believes that personality con
stitutes cm important factor in the success of any retail drug 
operation.

Services.— The ^^larmacy offers extensive credit.
Credit accounts are serviced by the central office of the 
chain; delivery service is also provided as the chain employs 
a man who makes deliveries for all the stores.

Accounting
Accounting is centralized in the accounting office of 

the chain, which employs a fùll time accountant. Each day, 
the accountant collects the daily pouch which contains cash 
receipts, credit tickets, cash register tapes, purchase re
quisitions, and other pertinent information. The accounting 
office then prepares the daily summary and sends a copy of it 
to the pharmacy the next day. Yearly statements are prepared 
by the accountant. Each 10 days, the manager is furnished 
with a sales comparison prepared by the accounting office 
which compares the sales for this period of time with that of
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the saune period the previous year. All accounts receivable 
are processed by the central accounting office.

Personnel
The mamager, who is a registered lAiarmacist, is the 

only person in the pharmacy. She is occupied almost full 
time in the dispensing of prescription drugs, as other duties 
and responsibilities are assumed by the chain store manage
ment.

The mamager related that she is paid a fixed salary 
which she considers satisfactory. It approximates $500 a 
month which is less than the salary received by most male 
pharmacists. She commented that in her experience, women in 
retail pharmacy do not seem to be paid as much as men, amd 
that she originally was paid $275 per month in a chain pre
scription shop in a nearby city upon her graduation from a 
pharmacy school about 8 years ago.

The manager has been recently married and does not 
desire to change her employment. However, she said that she 
feels that women pharmacists would profit generally by enter
ing civil service work, hospital pharmacy, or governmental 
employment in which pay scales are not different because of 
sex.

She indicated that one requirement of working in a 
clinic pharmacy is speed in dispensing prescription drugs.
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Public Relations

Professional, customer. cuid employee.— The manager 
indicated that she works closely with the physicians in the 
clinic. She reported that occasionally they will consult 
her in regard to drug dosage, but that principally her duties 
are to provide prompt and efficient service.

Customers are treated with friendly courtesy. No par
ticular effort is made to provide them with promotional mate
rials or advertising.

Advancement of pharmacy.— The mamager indicated that 
her present position affords her some time to consult profes
sional journals and to keep up to date with new drugs. She 
reported that she was very disappointed in her first position 
in a chain prescription shop in a large city, saying that 
there was little opportunity to keep up to date, as there was 
practically no contact between working 0iarmacists amd drug 
supplier representatives. In addition, she complained of the 
absence of a drug library and a professional atmosphere, indi
cating that the pressure of work required her entire attention.

The manager does not favor the new five-year pharmacy 
program. She sees pxarticular value in learning discounts and 
accounting procedures, although she does not need them in her 
present position.



CASE 37

Nature of the Store Operation
This is a retail drug store located in a grocery 

store. Annual sales are approximately $85,000 a year, and 
the inventory at cost is about $30,000. The store has an un
usually low merchcuidise turnover of two times a year. Pre
scription dirug sales constitute about 25 per cent of the 
total. Credit sales are encourage*), and about 40 per cent of 
all sales are charged. Outstanding accounts receivable 
amount to about $5,300. The store has been in operation for 
three years. It is associated with a national drug concern 
as an agency store emd is independently owned. The grocery 
store in vdiich the drug store operates is also an independ
ently owned agency store.

The drug store is located at one side of the grocery 
store and has its own front and entrance. It is set apart 
from the grocery store by fixtures which are back to back and 
provide an extensive shelf cuid service area. A seventeen- 
foot opening between the two units furnishes a passageway 
through which customers cam move freely from one unit to the 
other. The store is located in a neighborhood shopping center 
in a large metropolis. Another retail drug store is located 
in an adjacent shopping center. Three shopping centers units 
are located at this intersection, each containing a grocery 
and drug store, in addition to other outlets. Included in

508
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this shopping center are a toy shop, dentist's office, liquor 
store, coin laundry, cuid coffee shop.

This shopping center operates under an integrated man
agement which occasionally advertises cooperatively. Its man
agement provides music for the entire center, mainteneuice of 
the parking area, cmd general supervision of the center. The 
owner-manager of this store acts as a co-ordinator between the 
units in the center and the shopping center management.

The grocery store in the center handles fast^ooving 
health, beauty, and drug products which are also sold by the 
drug store. The drug store, however, provides a wider variety 
of drug items.

This drug store is distinctive because of a "traffic 
center" office in which utility bills, auto licenses, postal 
service, hunting cuid fishing licenses, and money orders are 
handled. It is almost completely self-service, except for 
the prescription department. The store has no fountain; the 
owner-manager indicated that his "traffic department" substi
tutes for a soda fountain in bringing traffic into the store.

The owner-manager is an experienced retail drug store 
operator who only recently was licensed as an assistant phar
macist under the state pharmacy laws. The assistant manager 
was the person interviewed. He expressed his belief in the 
necessity for drug store operators to adjust to new merchan
dising trends, including the use of "loss leaders" and low 
prices. He indicated that the termination of fair trade
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enforcement by the courts eibout three years ago has con
fronted most druggists with competition with whidi they have 
had no previous experience. While he is hopeful of national 
legislation to restore fair trade laws, he believes meanwhile 
that pharmacists must recognize that new methods are needed 
to meet competition.

Merchemdisinq
Buying.— The informant reported that buying competi

tively is perhaps the most difficult problem a small operator 
faces. The store has joined a volume cooperative purchasing 
plan on fast-moving items sponsored by a full-service whole
saler, along with a plan for a group advertising program for 
independent operators. Since the pleui has been operative, 
business with the wholesale house has increased substantially. 
The store manager owns stock in a retail-owned cooperative 
wholesale house which entitles him to purchase national brand 
merchcuidise at approximately a 10 per cent discount; however, 
as freight must be paid from a distant city and the service 
is slow, little merchandise is purchased from this source.
In addition, the store manager participates in cooperative 
buying or direct accounts with manufacturers, each pharmacist 
thus sharing in quantity discounts. The informant mentioned 
that, while there are many advantages in operating as an 
agency store, there are also disadvantages, both in the lim
ited variety of private-brand merchcuidise and the possibility
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of being overstocked with merchandise difficult to sell.
This operation still depends upon the full-service wholesalers 
located in the same city because of their quick service. The 
informant remarked that it is possible to buy identical drug 
merchemdise from grocery vAiolesalers (which is pre-marked 
with the selling price) at prices below that charged by drug 
wholesalers.

The informant expressed severe criticism of the dis
count policies of manufacturers, charging them with offering 
preferential discounts to chains and discount houses and thus 
placing the small independent store at a disadvantage.

Pricing.— The informant indicated that the store pric
ing policies need to be competitive because of the store loca
tion. Price leaders are used to build store traffic. The 
informant stated that "everybody is price-conscious today" 
and that in the current competitive situation the public is 
inclined to patronize the establishment with the lowest prices. 
All drug items are marked in code with the cost price and date 
of receipt for merchcuidising control. Prescription drugs are 
priced to yield a profit of 50 per cent of the selling price, 
except on a few standardized prescription items which yield 
approximately a 33 per cent profit. These items are standard
ized throughout the city at a price lower than the recommended 
one. Also, the informant reported that special prices are ar
ranged when customers must buy certain drugs repeatedly.
Most front-end merchandise is priced at recommended fair trade
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or suggested prices, except for price leaders vdiich are estab
lished to give the store a low price image.

Competition.— This retail drug store is obviously 
faced with severe competition from discount houses, chain 
drug stores, and two retail drug stores located in the shop
ping center area. The most severe competition arises from an 
adjacent shopping center store which operates as a supplier- 
owned chain store, the ownership representing the same company 
with vdiich this store is associated under an agency agreem 'it. 
A drug store near this area also engages in cutting prescrip
tion drug prices and may sell as low as cost, if necessary, 
to undersell a competitor. This store advertises that it 
will beat any prescription item price in the city, and the in
formant said this appears to be true. The operation is also 
faced with competition on health, toilet, and proprietary 
items from the grocery store in which the unit is located.

The informant considers some of his competition un
ethical, particularly if there is price-cutting on prescrip
tion drugs. However, he generally criticizes the manufactur
ers for offering preferential discounts which make it possi
ble for competitors to sell more cheaply and still make a cus
tomary margin. As an illustration, he cites a recent example 
of a drug which this store buys at a price of 30 tablets for 
$12.00, or 40 cents apiece. This tablet is sold at 60 cents, 
making a 33 1/3 per cent profit on the selling price. A
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chain competitor buys the same tablet for 27 cents emd re
tails it for 50 cents, making a 46 per cent profit.

Another example concerned a name brand iron which the 
owner^aamager purchases for $21.75 and sells for $28.00.
This same iron, according to the informant, could be bought 
in a discount house for $17.88. Apparently, discount opera
tors buy in large volume cuid receive special discounts. Also, 
they often make "special deals" on the excess production of 
manufacturers. As this informant stresses, it appears that 
either no effort is made to enforce the national legislation 
which restricts preferential pricing practices or it is not 
enforceable.

The infonocuit expressed the belief that this store is 
meeting competition by low prices on selected items and self- 
service operation. The prescription department specializes 
in personal service and customer satisfaction. A traffic 
center of auxiliary services is believed to be an important 
factor in building good will. Also, complete and accurate 
bookkeeping service cind tax information are furnished to the 
customers and are believed to be important factors in building 
good will.

Advertising.— This store holds regular sales sponsored 
by the national drug supplier with whom the store is associ
ated. The manager subscribes to a promotional service for $5 
a month and believes that the service is well worth the money. 
He participates in the group advertising plan sponsored by a
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full-service wholesaler whereby Independent stores are identi
fied by a distinctive designation used in metropolitan news
paper and television advertising. A distinctive store sign 
also is used.

Selling.— The store is orgemized for self-service 
with a check-out register located at the front. The infornant 
reported that it is operated under a policy of customer assist
ance rather than customer selling. He is convinced that self- 
service is more effective them clerk-service in increasing 
sales. He believes that, when customers handle the merchan
dise, they invariably select larger sizes and purchase more.
He reported little difficulty with pilferage, partially be
cause of excellent visibility throughout the store. He dis
closed that he collects cash at the prescription counter for 
one confidential item sold to men to allay possible embarrass
ment that might be experienced at the check-out register 
which is invariably serviced by a woman. He indicated that 
even though this establishment is based on self-service, 
personal selling by pharmacists is very important, particu
larly in selling proprietaries such as vitamins.

Inventory control.— The informant considers inventory 
control a most important part of the store operation. This 
is indicated by very complete inventory control records. 
Inventory control sheets are maintained on direct accounts by 
the suppliers' name and arranged alphabetically. They in
clude items by name and the recommended supply, with
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periodical entries made when the detail representatives call, 
listing items on hand and amounts reordered.

Services.— Adjacent to the prescription counter is 
the bookkeeping office, and back of it is a "traffic center" 
located at the rear of the store. This "traffic center" pro
cesses license tags, hunting smd fishing licenses, utility 
bills, money orders, and postal service. The informant re
ported that the bookkeeper is able to service this department. 
The fees for the service have more than paid her wages, in 
addition to adding an importemt traffic service to the store. 
The location of the drug store in the grocery store has been 
only partially successful in capitalizing on the grocery 
store trade. The grocery store traffic encourages women to 
leave their prescriptions at this drug store emd have them 
filled while they shop for groceries. This procedure has 
helped the prescription business to some extent. However, if 
the women do not have prescriptions to be filled, they appar
ently prefer to buy their drug items in the grocery store emd 
do not enter the drug department.

The bookkeeping machine used in posting accounts re
ceivable is also utilized in posting all cash as well as 
credit prescription business by the names of the customers, 
thus enabling the mêinager to present the customers with their 
tcuc deductible prescription records at the end of the year, 
along with the season's greetings.
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Credit is freely extended and posted by machine to 

customer accounts from credit tickets prepared In duplicate. 
The Informant reported that apparently credit service Is a 
most Importamt factor In developing customer loyalty auid In
creased business.

Legal problems.— The Informant reported that the 
store's lease requires a $250 minimum monthly rent or 3 per 
cent of the gross sales, whichever Is larger. He mentioned 
that a previous drug store operation was terminated because 
of personal and political disagreement between the store man
ager and the leasor, coupled with an Incomplete leasing op
tion agreement through which the leasor was able to force the 
manager out by Increasing the rent.

Accounting
Financial statements.— Monthly statements are pre

pared by a public accountant for the small fee of $25.00 a 
month. These appear to be complete operating statements and 
balcuice sheets, although no ratios or comparisons are pre
pared by the accountant. The owner-manager Indicated that he 
studies these statements carefully. They are prepared from 
duplicate bank deposit tickets (which list dally cash register 
data In addition to the deposit) stapled to dally cash regis
ter tapes, the monthly bank statements, and the check regis
ter. Accounts receivable are posted by a modem bookkeeping 
machine and operated by an employee of the owner ̂manager.
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Auxiliary records and reports.— Payrolls and tax re

ports are prepared by the public accountant. A petty cash 
control system is used to control cash "paid-outs," thus pro
viding a system whereby eventually all cash payments are re
placed by checks. This is one of the few "petty cash" control 
systems experienced by the interviewer.

Personnel
Because of self-service, the personnel expense is 

kept at a minimum. The prescription department is serviced 
by the owner-manager and the infoirmant, who is on a half-time 
basis. The usual work force consists of a registered pharma
cist and three employees, one employee at the cash register, 
one assisting on the selling floor, and a bookkeeper.

The informant reported that the manager complains 
that he cannot pay all his employees a satisfactoiry wage. 
Apparently, he is forced to utilize married women with other 
sources of income because of the low rate of return of the 
store. He described the help as competent. He indicated 
that, through personal supervision, the store is able to se
cure effective performance from the employees.

Fincuice
The informant reported that the store is operating at 

a slight loss, although the owner-manager appears confident 
that the situation is improving. He commented that store 
sales do not justify the present large inventory, smd that
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the merchandise turnover must improve. He said that the firm 
is currently taking all cash discounts cuid does not appear to 
have any problems relative to lack of capital. The operation 
seems to be well-financed with the most modem fixtures and 
equipment.

Public Relations
Professional, customer, and emplovee.— The informant 

reported few contacts with doctors, indicating that their 
chief efforts are expended in building close customer rela
tions through service. Customers are treated as personal 
friends, emd personal relationships are emphasized. He de
scribed employee relations as good, although employees' wages 
are inadequate. The manager lets employees take time off 
when they desire it and does not deduct from their pay for 
short absences from work.

Advancement of rharmacv.— The informant is apparently 
strongly convinced that the difficulties of the independent 
druggist can be traced chiefly to the discount policies of 
large drug manufacturers in favoring the large scale buyer 
through preferential discounts. He was also forceful in ex
pressing the opinion that pharmacists must leam to sell and 
exist on lower profit margins and increased sales. He also 
commented that some druggists have charged too much for their 
merchandise, creating an image of high prices which is hurting 
drug store sales.
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Education.— The informamt expressed the opinion that 

probably one of the most valuable learnings which cem be 
taught to students is an adequate knowledge of discounts and 
how they operate. He said that pharmacy graduates need more 
business training and less technical training. He believes 
that the pharmacy training program should be made more practi
cal.

He feels that, in a pharmacy school, the knowledge of 
technical and ethical aspects of pharmacy are so stressed 
that practical aspects of pharmacy practice as found in the 
business world are often under-emphasized. He Said that re
tail pharmacists need training in purchasing emd dealing with 
supplier representatives to protect them from possible over
buying .



CASE 38

Nature of the Store Operation
This is a downtown chain discount store, located in a 

city of over 138,000 inhabitants. No sales or inventory data 
were revealed, as it is not the store policy to disclose 
these figures. The prescription department employes four 
pharmacists. This is a self-service, cash and carry store, 
which emphasizes reduced prices. It is part of a chain con
sisting of approximately 24 large-scale operations scattered 
throughout the western cuid southwestern areas of the United 
States. Currently from six to eight new supermarket discount 
stores are being opened each year in new locations.

The store features check-out cash registers vAiich 
service the major portion of the store. In front of the 
check-out cash register is an area featuring convenience and 
bargain merchandise which is sold by meeins of individual cash 
registers for each section. Bargain tables of low-priced im
pulse items are predominant. The store is crowded and per
haps rather “worn" in appearance, partially because it is an 
old store. A new giant discount store has recently been 
opened by this chain in a shopping center in the city, êuid 
the two operations are coordinated.

The downtown prescription department manager gradu
ated from pharmacy school about ten years ago. He stated 
that he was a "retread" pharmacist who had returned to

520



521
pharmacy school after considerable practical experience in 
various types of drug stores.

Merchandising
Buying.— This operation does not utilize a warehouse 

source of supply, the management preferring to order directly 
from manufacturers.. Memy drug items are purchased from lo
cal wholesalers. All direct orders are made 30 days in ad
vance and this necessitates a comprehensive stock control sys
tem which disloses the stock on hand, reorders, and movement 
of individual drug items. The prescription department man
ager emphasized the value of this inventory stock control sys
tem, and said that few operations could approach this type of 
control.

The manager stated that the high volume of sales en
ables him to order in large quantities, thus securing special 
discounts. Because of buying power and low cost of operation, 
he believes that the store can undersell other drug outlets 
in the city and still make a reasonable profit.

Pricing policies.— The manager stressed the importcince 
of a cost control system in the prescription department which 
enables him to price prescription drugs on the basis of the 
actual cost of dispensing each item. He indicated that the 
prices are extremely competitive. All merchandise is marked 
at cost in code and also at the retail price. He explained
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that, by this procedure, he cam determine current price 
chamges and adjust the prices accordingly.

Competition.— The manager believes that this store 
has an advantage over many other stores because of the lim
ited service, in addition to the buying power based on volume 
sales. By stressing a cash amd carry operation, expenses are 
decreased.

Advertising.— The manager reported that satisfied cus
tomers have proved to be the source of their best advertising. 
The store advertises extensively in the newspapers amd by 
television, and price leaders are regularly featured to cre
ate a low-price image. Advertising is coordinated with that 
of the new discount shopping center.

Selling.— The manager emphasized that he has been as
sociated with this store for eight years and has never been 
asked to go on the selling floor. He explained, however, 
that it is now the practice to keep a pharmacist on the sell
ing floor to advise customers in regard to their drug pur
chases. He considers this a necessary adjunct to a self- 
service drug operation.

The self-service checkout system requires the opera
tor at the "check-out" cash register to retain prescription 
tickets, in order that they may be compared with prescription 
records to indicate whether or not customers are paying for 
all their prescription items.
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The store layout and display is under the supervision 

of the store manager, who is assisted by merchemdising spe
cialists.

Inventory control.— As previously mentioned, stock 
control inventory cards are maintained on all direct accounts, 
Comparative data are kept on the movement of the merchsmdise.

Services.— This establishment promotes customer traf
fic by constant advertising and low prices on bremd-name mer- 
chcuidise. The manager believes that customers who desire to 
pay cash and who do not weuit delivery service should have the 
privilege of buying at lower prices which are made possible 
partially by the elimination of delivery and credit services.

Accounting
Aside from maintenance of inventory control stock 

cards and prescription records, the prescription manager is 
not personally concerned with accounting records, which are 
kept by the store accountant.

Personnel
The manager reported that the principal duty of phar

macists in this operation is to fill prescriptions. However, 
he emphasized that fAiarmacists with experience in selling are 
preferred to those without such experience. He believes that 
ability to converse with customers and establish friendly re
lationships is a necessity in any operation.
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Public Relations

The manager believes that roost physicisms respect the 
professional dispensing of the quality drugs of this store. 
Customers are attracted to the store principally by its "low- 
price" appeal and the sizable quauitity of merchandise which is 
offered. He indicated that much business is secured from the 
medium to high income bracket clientele who often appear to be 
as much attracted by price appeal as people with lower incomes.

Public relations activity consists principally of main
taining friendly relations with customers. The memager indi
cated that even with a volume business, it is possible to 
establish many personal relationships.

The memager belongs to the county pharmaceutical asso
ciation but rarely attends its meetings because of the dissen
sion which he believes often accompemies these meetings. Ap
parently, many local pharmacists are extremely critical of 
the price-cutting activities of this store, and they consider 
its pricing policies as being unethical and detrimental to 
the pharmacy profession. The manager pointed out that he 
considers this operation to be more ethical than most drug 
stores, amd he vigorously defends the store policies. He re
ported that this store operates in strict accordance with the 
law.

Education.— The manager indicated that general educa
tion is an important phase in the training of pharmacists.
He said that, while he is not aware of any direct practical
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benefits from it, he is nevertheless appreciative of this 
part of his educational background in his personal life. He 
believes that more management training is needed in the phar
macy school.



CASE 39

Nature of the Store Operation
This Is a newly opened large discount chain store lo

cated in a city of approximately 138,000 people. The store 
has recently been established by a long-time "cut rate" drug 
chain which has adapted itself to modem departmental dis
count merchandising. The chain currently consists of approxi
mately 24 large-scale operations located throughout the south
western part of the United States. Ordinarily, these units 
are located only in areas where "fair trade" is not effective.

The store is approximately 100 by 200 feet in area. 
The prescription department is located at the rear of the 
store, which is in a large building resembling a gymnasium. 
The prescription department is arranged in such a mcuiner that 
eight pharmacists may work at one time. The store features 
the "basket type" of self-service operation, with "check-out" 
cash register stands at the front of the store. Various dis
plays of impulse merchandise are located in front of the 
check-out registers. This auxiliary merchandise may be pur
chased by the customers at special cash registers situated at 
the place of sale.

The interviewer was present the second night of the 
opening of the store. The opening was preceded by extensive 
advertising both by newspaper and television, and at night a 
searchlight illuminated the establishment. The store is
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located in a fairly new and rather large shopping center with 
extensive residential areas and other shopping centers lo
cated in various directions. The new store employs about 80 
people, including four registered pharmacistr. A downtowr drug 
store has be-jn operated in this city by th- cnaia xor many 
years, and this store represents its second operation in the 
community. Pharmacists may be shifted between the two stores.

The assistant manager of the prescription department 
graduated from pharmacy school about five years ago. His 
father operated a drug store in this city for many years.
Upon his father's death, the assistant manager sold the store 
because at the time he believed he was too inexperienced to 
operate it. The assistant manager was the interviewee.

Merchandising
Buying.— The informant emphasized that, although a 

large part of the drugs are supplied directly from the manu
facturers, others are purchased locally because of restric
tions by certain drug manufacturers against direct sales. He 
reported that this chain does not have its own warehouse sys
tem. Because of volume purchases, the store is able to take 
advcuitage of many quantity discounts. The informant believes 
that the store can undersell every drug store in town and 
still make an adequate margin of profit because of the store's 
buying power. He stated that the high volume of sales enables 
the chain to secure special prices euid discounts. (It is
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commonly believed that volume operators such as this organiza
tion often get "preferential discounts"— special prices and 
concessions which are not available to the conventional re
tailer, and which some believe may be illegal under the 
Robinson-Patman Act.)

Pricing policies.— This outlet attempts to keep 
prices very competitive. The informant said that many times 
59-cent and 69-cent prescription items are dispensed, which 
creates a low-price image with the general public. "Loss 
leaders" are utilized to strengthen this low price image.

All goods are marked at cost (in code) and at the re
tail price. This provides an auxiliary means of determining 
current price chcuiges and permits more control over pricing.

Competition.— The informant reported that the store 
operates on a pricing policy designed to undersell all retail 
drug outlets in the city. The store appeals to the cash cus
tomer who picks up his own prescription drugs, thus élimina? 
ting the cost of credit and delivery service. A variety 
store chain is building a giant outlet in the city vdiich will 
cover 70,000 square feet, a» compared with the 20,000 square 
feet which this store occupies. Tlie variety store discount 
outlet may provide substantial competition to this store, 
since a prescription department is planned.

Adversiting.— The store advertises extensively, and 
at the time of the interview was running a six-page advertise
ment in the daily newspaper, in conjunction with the downtown
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store. The infomuint described a television program planned 
for the next day which was to originate in the store. He re
ported that the downtown store has advertised in the newspa
per at least once a week, and also that television has been 
used extensively. He assumes the advertising activity will 
be increased with the addition of the new store. The inform
ant said that the store does not advertise prescription drug 
prices, as this procedure is against the law in the state. 
However, he indicated that "word of mouth" advertising by the 
customers proves effective in securing business for the store 
based on price appeal.

Selling.— The informant indicated that it is store 
policy to keep one pharmacist on the selling floor in the 
self-service area at all times to advise people concerning 
their drug purchases. He commented that ability to work with 
the customers and to sell merchandise is a function of this 
store, although most of the pharmacists' time is occupied in 
filling prescriptions.

He reported that the store uses a control check to 
insure that customers are paying for the drugs dispensed in 
the prescription shop. Sales bills from the prescription de
partment are left at the cash register by the customer and 
must agree with the prescription records of drugs dispensed 
on that day. If they do not, the prescription customer who 
does not pay can be identified.
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The layout emd display for this store are supervised 

by head office specialists to whom this is a full-time job.
All departments in the store are marked by numbers, 

and over 90 different types of merchandise are displayed. 
Storage bins are placed above head level around the entire 
perimeter of the store and serve as additional storage for 
merchandise euid restocking of shelves. The openings to these 
bins are concealed by a border which is a part of the store 
design, and the customer is not aware of the reserve supply 
of merchandise.

Inventory control.— The informant reported that stock 
control is maintained by the use of stock cards on merchan
dise for all direct accounts. Merchandise in the prescrip
tion department is inventoried periodically and, by this sys
tem, it is possible to know how fast each drug item is moving. 
He emphasized that cost control is an integral part of the 
prescription operation and that the cost of dispensing each 
prescription item is known. This stock control system is 
necessary, according to the informant, because all drugs pur
chased directly from the manufacturer must be ordered 30 days 
in advance. Therefore, it is necessary that a comprehensive 
inventory records system be maintained, which consists of 
items on hand and items reordered. He further emphasized 
that prescription drug prices are carefully calculated.

Services.— This outlet operates on a low overhead 
cost basis because of the elimination of delivery service eind
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credit amd the emphasis on volume sales at low prices. Store 
traffic is encouraged by constauit advertising, fountain serv
ice, price appeal, amd "loss leaders."

Accounting
Records are kept of the sales in the prescription de

partment. Stock records are also maintained in this depart
ment. The general accounting function is centered in the 
store accounting office, and the pharmacists in the prescrip
tion department are not concerned with this aspect of the 
operation.

Personnel
The store is opening with four registered pharmacists 

in the prescription department. The informant said that they 
generally work eight hours a day for a six day week. He re
ported that pharmacists receive time emd a half for overtime 
work and also are provided with retirement benefits. The in
formant's salary is $175 a week.

The informant pointed out that, because of the policy 
of keeping one pharmacist on the selling floor, the manage
ment prefers to hire pharmacists who have had experience in 
selling.

Store meetings are held only occasionally. Depart
ment managers regularly attend training meetings in the west
ern part of the United States where the firm headquarters are 
located.
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The Informant commented that all employees in the 

store are required to take lie detector tests periodically as 
a matter of store policy. Because of this policy, the inform
ant believes that no other system of internal control is 
needed.

Public Relations
Professional, customer, and emplovee.— The informant 

reported the pharmacists do not attempt to work directly with 
the doctors. He emphasized that, in his opinion, doctors 
respect this operation because of the policy of dispensing 
only brand-name drugs. It was stressed that store policy re
quires strict conformance with all legal requirements.

Customer appeal is based on low prices on brand-name 
merchandise.

Advancement of pharmacv.— By appealing to customers 
on a price basis, this store appears to be breaking the con
ventional price structure on prescription drugs. As a desire 
for freedom from price competition appears to be one of the 
characteristics of-a profession, it appears that this outlet 
presents serious problems in the matter of professional com
pensation. The practice of using "loss-leaders" to create a 
low price appeal on certain drugs appears to create the im
pression that conventional drug outlets are over-charging cus
tomers, and this idea may have serious professional ramifica
tions. Also, it is obvious that, although the prescription
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department is controlled by a registered pharmacist, the over
all operation is under the supervision of store managers who 
are not pharmacists. This practice indicates a fundamental 
change in drug distribution.

The informemt pointed out that prescriptions are 
filled at low prices in a professional manner by qualified 
pharmacists who devote their full-time efforts to the prac
tice of pharmacy. He believes that this store operates more 
ethically them most independent operations, and that the pub
lic is entitled to reasonably priced drugs. One practice of 
the store often involves dispensing prescription drugs in 
original bottles provided by the manufacturer without remov
ing the manufacturer's label. The practice permits the cus
tomer to identify the medicine and make price comperisons, 
which is a violation of usual pharmaceutical ethics.

The informant reperted that he belongs to the county 
pharmaceutical association. He does not consider that pnxblic 
relations are very important in an operation of this magni
tude.

Education.— The informant said that management train
ing should be an integral part of the pharmacy curriculum and 
that more of it is needed. He indicated that any type of 
training which will aid pharmacists in developing the ability 
to serve customers more effectively would be desirable.



CASE 40

Nature of the Store Operation
This drug department is in a "closed door" discount 

store for government employees located on the outskirts of a 
metropolitan city. As the drug department dispenses over 400 
prescription items daily which constitute approximately 20 
per cent of the total sales, it may be estimated that the 
drug department sells over $2,000,000 worth of merchandise 
annually. Between 30 and 40 per cent of the prescriptions 
are received by telephone. Merchandise turnover varies from 
9*5 to 14*5 times annually, averaging 12 times. Charge sales 
represent 8 to 10 per cent of the total. However, credit 
sales are processed by the discount house management which 
provides this department with cash for these sales. The pre
scription and drug department operate on a very short-term 
lease agreement with the msinagement of the discount house.

The discount house has been in operation for approxi
mately three years. It is a member of a group of similar 
operations located throughout the nation, owned by a concern 
with long time experience in mail order billing. Customers 
of the establishment are restricted to those who are employed 
by the state or federal government including principally 
military personnel, teachers, and civil service employees. 
Eight discount houses are at present operated by this concern. 
The store covers a selling area of 90,000 square feet. It

534



535
will soon open a grocery supermarket, which will add 30,000 
square feet to the store dimensions. It is operated by uti
lizing only one shift of employees. It is open from 12:00 
noon to 9:00 P. M. Tuesdays through Fridays, on Saturdays from 
9:30 A. M. to 6:00 P. M., on Sundays from 1:00 P. M. to 
6:00 P. M., and is closed all day on Mondays. During special 
selling seasons, longer hours are maintained.

One of the characteristics of this discount store is 
that the leased departments operate under a common name with 
uniform over-all store management, utilizing a "closed door" 
policy. Each leased department is expected to maintain the 
lowest prices in town in its respective departments. The 
theory behind the leased operation is that the over-all store 
management secures the services of specialists in each spe
cific department. The women's wear department is leased by 
a large dress retailing chain; the furniture department by a 
local large furniture dealer; the automobile sales department 
by a local automobile concern; etc.

Each department in the store leases its own floor 
space, store room, and cash registers, and operates as a sepa
rate unit, although it is represented to the public and ad
vertised under a common name. The total operation is under 
the control of the store manager, who constantly supervises 
the store, to see that the regulations are uniformly maintained 
by each leased department.
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The "closed door" policy combines a mixture of sell

ing psychology, low-price policy, and service to customers 
through a membership program. By means of the membership ar- 
remgements, which includes representation from different gov
ernmental, teacher, and military groups, customers are repre
sented on a board of control which cooperates with the store 
management in allowing customers a voice in the store policy. 
This gives customers a meams of presenting grievances vdiich 
may arise. It also provides a membership list of finamcially 
stable customers. Certain services are provided customers, 
including credit cards, spacious parking facilities, low- 
priced gasoline service, and delivery service (for a fee) in 
some departments. The emphasis on one-stop shopping includes 
cm automobile service center, a cafeteria, an automobile 
sales service, and am insurance operation.

The leased drug department is an extension of a cut- 
rate retail drug operation centering in a large city in a 
neighboring state. This drug operation has competed success
fully for years with another cut-rate drug chain in the same 
city. At the time of the establishment of this unit, the 
chain drug concern operated only two leased departments in 
discount outlets. Today, 32 leased departments are located 
in larger retail units ? these retail units are located in the 
raidwestern region of the United States and on both coasts.
The conventional stores represented in this operation have
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been reduced from 22 to 17 as leased departments have been 
increased.

The prescription and drug department occupies an area 
of 6,000 square feet, extending from the center to almost one 
end of the store. The storage and receiving room is located 
adjacent to one end of the store and is convenient to the 
drug department. The prescription division of the department 
is slightly raised from the floor level. It features a long 
prescription counter with a raised 14-inch glazed glass sepa
rator with spaced customer openings providing a necessary 
work area to protect the pharmacists from customer interrup
tions while filling prescriptions. The prescription division 
is experimenting (apparently successfully) with a means of 
increasing efficiency and speed in dispensing by utilizing 
the services of a typist to prepare prescription labels. A 
cash register and check-out area is located at one end of the 
prescription counter on the floor level to provide easy con
tact with customers. Prescription items are distributed over 
a counter adjacent to the cash register, awaiting the custom
ers' convenience while shopping in other parts of the store. 
The department office is located directly over the prescrip
tion division, affording a view of the store.

The drug department manager graduated from pharmacy 
school five years ago. After two years of experience, he as
sumed responsibility for setting up and managing this store, 
under the supervision of the head office. The present
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assistant manager in charge of the prescription division is 
also a recent Southwestern State College graduate with two 
years of experience in this store. The drug department man
ager related that his objectives are to maintain high volume 
sales through low mark-up policies and through the use of sell
ing psychology, including the use of "loss leaders." National 
brand "pre-sold" merchandise is featured in the operation.
The manager reported that no private brands are used. He 
said that the leased department has consistently been among 
the top three leased drug departments maintained by the drug 
concern. He believes that this is because of the previous 
absence of this type of operation in the area and because of 
a local high price structure on drug items favoring the type 
of competition this department represents.

Merchandising
Buying.— In the prescription division, most pharmaceu

ticals are bought directly from manufacturers. This division 
is also serviced by a local national chain wholesale house 
from which certain drug items are purchased, which are dis
tributed only through wholesalers; also, "shorts" are quickly 
serviced from the Scime source. The bulk of the merchemdise 
in the drug department is purchased directly from manufactur
ers. Some merchandise is shipped from a central warehouse in 
a neighboring state through which the department is controlled. 
In addition, the company maintains purchasing agents in
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various parts of the country, who are constcuitly contacting 
different manufacturers emd brokers and buying "special deals" 
upon which the department can promote special selling emphasis 
because of its purchasing power. The department manager in
dicated that the drug department often receives large ship
ments of merchandise without notification, which the manage
ment is expected to move. He reported that at times the de
partment practically gives away certain items of merchandise 
in order to maintain a turnover. This type of buying creates 
a low-price image for the entire store on various brands of 
merchandise. He said that theoretically the head office ap
proves all orders; however, none of his orders have yet been 
turned down. When drug merchandise is received in the store
room, the freight bill is attached to the invoice and is later 
forwarded to the home office for payment.

Pricing policies.— The drug department manager com
mented that generally a 20 to 30 per cent gross profit on the 
selling price is experienced on prescription merchandise, 
with less than a 20 per cent gross profit on front-end mer
chandise. He indicated that this profit is calculated on ac
cepted wholesale prices, whereas the per cent of profit of 
this department may be larger because of favorable purchase 
prices. He cited an illustration of an article with a whole
sale cost of $8.00 which is sold for $10.25, yielding about a 
22 per cent gross profit on the selling price.
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The over-all store policy requires this discount 

house to sell at the lowest prices in the city. The central 
management of the house maintains a shopping service by which 
it continually shops to check on other retail prices in the 
city. The drug department manager reported he is not required 
to meet special sales prices (one to three days) which other 
outlets may promote.

The general pricing policy is to maintain accepted 
low prices, providing the customers with uniform prices 
throughout the drug department. These prices generally do 
not fluctuate during the year. The department manager re
ported that he sets and maintains pricing policies on all 
items sold in the department. However, some featured price- 
leaders are emphasized in the monthly store bulletin and over 
the store loud-speaker system. These leaders are used to 
establish departmental and store traffic and promote a low- 
price image. The department manager reported that one of the 
difficult things for him to leam was that in merchandising 
one must be prepared to lose money in order to make it. Spe
cials in the drug department may be featured for a 30 minute 
period or over the week end on the store loud speaker. These 
specials generally utilize a well-known item of brand name 
merchandise being sold at a very low price. An illustrative 
example is a name brand of paper tissues which normally sells 
for a retail price of 29 cents and has a wholesale price of 
23 cents. Over a week end, this item may be sold at "2 for
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25 cents"--each sale apparently costing the department ap
proximately 20 cents. The department is prepared to lose up 
to $500 during a short period of time to establish store 
traffic and a low-price image. Another example is an item 
which lists for $1.25 and which is normally sold by this store 
for 98 cents. On a special, this item might be featured as a 
leader at 2 for 98 cents.

A marking machine is used to record on the merchan
dise the cost of the item in code, the date, the name of the 
supplier in code, the retail price, and the name of the store.

Competition.— The drug department manager reported 
that the department's chief competition is from other discount 
outlets and from conventional drug stores which provide per
sonalized service (including 24 hour prescription service) 
and stay open longer hours. Apparently, the department loses 
a certain amount of prescription drug business by not being 
open during the morning hours and available for telephoned 
prescriptions. However, he said that occasionally prescrip
tion calls are taken during the morning hours when a pharma
cist happens to be in the store.

A new one-stop shopping outlet of 90,000 square feet 
area recently opened in another part of the city. This dis
count house contains a prescription division and an extensive 
drug department. The department manager said that this new 
drug outlet features a large quantity of private brand mer
chandise , in contrast to his department which features only
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national brands. He believes that no serious competition 
will result from the featuring of private brands In a volume 
outlet. He Is convinced that private bremds generally can 
only be sold by a professional personal re commendation of a 
lAiarmaclst In the store.

The manager commented that the manager of the drug 
department In the new store Is obviously Inexperienced In mer
chandising. He cited an example of an Item stocked In two 
sizes— large size for $1.00 and small size for 59*. The large 
size was being sold for 74 cents ctnd the small size for 42 
cents. The small size was featured In store advertisements. 
Apparently, If the larger Item had been featured, store 
sales would be greater and profits would be Increased. The 
drug department mes- ager emphasized that the sale of large 
sizes Is advertised In the store for this reason.

Advertising.— One of the character. :tlcs of this drug 
department Is that little advertising Is done, and, therefore, 
there Is little advertising expense. The department features 
the selling of name brand merchandise which Is "pre-sold" 
through national advertising. This elimination of advertis
ing expense permits a lower pricing policy. Once each month, 
pamphlets prepared In magazine form which feature price lead
ers In each department are mailed to members of this "closed 
door" establishment. Other government employees may also be 
sent these pamphlets to encourage membership.
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As mentioned pre. _usly# this department is prepared 

to sell an item throughout the locnth at little or no profit 
in order to establish traffic. This, in a sense, may be con
sidered advertising expense. In addition to the monthly peun- 
phlets, a loud speaker system is operated in the store; at 
various times throughout the day, specials are announced in 
different departments.

The monthly pamphlets emphasize the public relations 
aspects of the "closed doo»*" membership program and usually 
feature such benefits as the distribution of educational 
scholarships to selected children of store members, gifts of 
valuable merchandise to government employees as door prizes, 
and oti.er benefits which enhance the public view of the opera
tion.

Selling.— The entile store operates under a common 
management in which all merchandise signs must be approved 
and printed by the store manager in a uniform manner. No un
usual signs or unusual marking privileges on merchandise are 
permitted whereby any particular department might secure an 
unfair advantage over another department. All store signs 
are of small size and uniformly printed in black. Emphasis 
on bargains or price by means of displays featuring special 
prices in large letters is not permitted. The merchandise is 
neatly and conservatively displayed. One of the rules which 
is violated to some extent in this department is a regulation 
that all merchcindise gondolas must be confined in their
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displays to a 54-inch heighth. Since the most effective sell
ing level is generally accepted to be the eye level, there is 
a strong incentive to build higher displays.

This store utilizes the self-service principle with 
individual departmental cash registers. Customers in this 
department are serviced from eight cash registers. Baskets 
may or may not be utilized, as the customers desire. Member
ship cards roust be presented when paying for merchandise. A 
thin distinctive store tape is fastened to each purchase with 
the cash register tape, which permits the customers to pass 
the store inspector with the merchandise purchased when leav
ing the store.

The department manager indicated that this store is 
unique because it operates in a similar manner to a grocery 
chain in which discounts on the merchandise purchased are 
dependent upon the position in which various lines of merchan
dise are displayed on the gondolas and merchandise racks.

Apparently, a widespread practice exists in which a 
seller of a national brand merchandise is willing to make 
price concessions to have his particular brand placed in a 
more favorable selling position than competitive brands. 
Cigarettes were cited as an example of this practice. Con
tracts relative to purchase and display are generally negoti
ated by the central office.

The layout and display of the department is almost 
entirely the responsibility of the drug department manager.
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so long as store regulations are followed. He reported that 
he receives very little supervision in regard to merchandise 
display.

Inventory control.— The drug department manager re
ported that he operates on a three^nonths' budget in which 
dollar control is exercised. According to this budget, pur
chases are governed on the basis of the previous years' sales 
and adjusted to the annual increase in the store volume. The 
department has a sundry, drug, costmetics, and candy division, 
in addition to the prescription division. Separate records 
are kept on the prescription division.

General merchandise is checked into the receiving de
partment and recorded on inventory sheets, generally by the 
case. These inventory sheets are posted in the general area 
of the merchandise and record both receipts of merchandise 
and the re-orders. Prescription drug inventories are gener
ally maintained by supplier representatives when they visit 
the department. A typical entry will record the date of the 
visit, the number of items on hand, and the number ordered in 
the following manner: 8/4, 5/7, 1/11. In this instance, it
is desired to have twelve items either available or on order. 
The first number represents the number on hand and the second, 
the number ordered. Control over re-ordering is maintained 
by this process. Thus, individual stock cards are maintained 
on all merchandise in the department, indicating the amount 
on hand and the amount reordered. This furnishes the
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management with a record of the movement of merchandise upon 
which merchandising decisions can be made.

In the stock room, individual return boxes of broken 
or defective merchsmdise are maintained by company name and 
adjustments are made when msuiufacturers' representatives visit 
about twice each month. A complete merchandise inventory is 
taken twice annually.

Services.— As indicated previously, this is essentially 
a self-service, cash-and-carry store, emphasizing the elimina
tion of the costs of credit, advertising, delivery, and exten
sive clerk service. Customers are encouraged to establish re
volving credit accounts upon which a service charge is made 
monthly, thus establishing another profitable department for 
the store. Delivery service is available in some departments 
but not in the drug department. The "closed door" policy 
provides services to customers through grievance procedures 
handled by a representative advisory board.

Legal problems.— The drug department manager indi
cated that this department is careful to comply with all 
legal operating requirements. He mentioned that markdown 
pricing policies are in the process of being altered in which 
the recommended price is listed, followed by the current store 
price. Apparently this practice is being questioned by the 
government authorities.
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Accounting

The accounting for this department consists almost 
entirely of preparing supplementary statements amd records 
which are forwarded to the head office, where they are com
piled amd analyzed.

In the prescription department, all refilled prescrip
tions are recorded on a daily record sheet. New prescriptions 
filled are determined by recording the current prescription 
number at the beginning of each day. Processed prescriptions 
are filed in convenient steel filing drawers. Prescriptions 
are divided into groups of 100 each and separated by rubber 
bamds for easy hamdling. These steel filing cabinets appear 
to be a marked improvement over the paper-type filing boxes 
used in most retail drug outlets. The store manager said 
that it took some time for him to get accustomed to this type 
of system, but he now believes it to be much faster and more 
convenient than other types. Customers sign slips in dupli
cate for all credit sales. Copies of these slips are then 
forwarded to the credit department in exchange for cash 
credits. The original copies are retained for verification 
purposes.

The department manager maintains daily sales data, 
which are used to prepare monthly and annual totals. This 
permits him to analyze current sales in reference to previous 
performance.
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The cash register utilizes a special key which re

cords the sales of êiny particular item which is being used 
as a price leader. In this way, the management is able to 
keep a record of the volume of sales on a particular item of 
merchandise auid to determine accurately the cost involved in 
featuring it.

Personnel
All employees in the store must dress in accordance 

with the over-all store policy. The store manager works 
through the different leased department managers to achieve 
this uniforroity.

Normally, the prescription division utilizes five 
registered pharmacists. At present, it is operating with 
four, with a replacement to be added in the near future. The 
department manager supervises the general over-all management 
of the entire drug department. His duties are principally 
concerned with front-end merchandising. The prescription 
division is in charge of the assistant manager who assumes 
complete responsibility for personnel, purchasing, and general 
management of the prescription division. The assistant man
ager is paid $750 per month plus 3 per cent of the net depart
ment profits. The manager's salary was not reported. He re
ceives a base salary plus a higher per cent of departmental 
profits than the assistant manager. Very little dispensing 
of drugs is done by the prescription manager, as he is
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constantly on the floor supervising the operation, except in 
emergencies when his help is needed in the prescription divi
sion.

The department employs about 20 additional employees 
to service cash registers, aid customers, cuid receive and 
stock merchandise. Eight employees are required to service 
the eight cash registers; eight are normally used in the stock 
room; eind the remainder have other duties. A bookkeeper is 
employed to process office data, along with other duties. 
Employees are expected to keep busy cleaning and arranging 
stock when not operating cash registers. The manager indi
cated that he likes to hire personnel who have had previous 
experience working as checkers in grocery outlets. He re
ported that supervision of personnel often requires the as
sistance of the store management. The store normally oper
ates on a nine-hour shift, which eliminates double shifts.

The full-time services of a typist to process pre
scription labels is being utilized in the prescription divi
sion.

Finance
The store operates on the principle of volume sales 

achieved by low margins of profit; thus, profits are secured 
by emphasizing turnover rather than profit margins. The man
ager reported that this department is consistently one of the 
three top leaders of the leased departments of the drug
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company. The unusually rapid expansion of the company into 
new leased drug departments indicates their success. The 
elimination of delivery costs, credit costs, auid advertising 
expenses are factors permitting lower profit margins.

Public Relations
Professional, customer, and employee.— The drug man

ager reported that relations with physicians are good. Ap
parently, few overtures are made to physicians in the way of 
granting them the special privileges common in most retail 
drug operations. The department manager commented that one 
of the things which he likes about this operation is the inde
pendence which exists in their relationships with physicians 
and professional people. He said that customers are usually 
desirous of trading here. If physicians do not allow them 
freedom in selecting their pharmacist, the customers can 
change to physicians who will do so. It would appear that 
physicians are cooperating well with this prescription depart
ment as 30 to 40 per cent of the prescriptions are received 
by telephone.

Because of the volume of prescription drugs dispensed 
in this department, few personal relationships are estab
lished with customers. The department manager stresses fast 
and efficient dispensing, with customer satisfaction achieved 
through reasonable prices. He emphasized that the customers 
receive quality merchandise at uniformly low prices.
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Advancement of pharmacy.— The department manager re

ported that the pharmacists in this store do not participate 
in the local pharmacy association. He indicated that, be
cause of the critical attitude of pharmacists throughout the 
profession about discount operations, he does not feel welcome 
at the meetings of the local pharmaceutical association.

Participation in community activities by the pharma
cists is not considered by the manager to be vital to the suc
cessful operation of this leased prescription division. Over
all, the store policy encourages the establishment of a favor
able community image by participation in civic benevolences.

Education.— The manager believes that this type of 
operation requires practical experience, which he believes 
would be very difficult to leam in any other way. He indi
cated that his accounting background affords him a good knowl
edge of business, which is helpful in analyzing different 
cost ratios and discount problems with which he is confronted. 
He said that the ability to meet and work with the public is 
a very important factor in this operation, as well as speed 
and efficiency.

The manager of the department stressed the value of 
studying general marketing principles and practices, includ
ing the reading of general marketing magazines and trade 
papers not necessarily associated with drug merchandise.

He believes the pharmacy school can best teach mer
chandising by providing demonstrations and talks by visiting
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marketing experts. He reported that management and marketing 
classes are probably an effective means of teaching basic 
principles of merchcindising. He indicated that knowledge of 
displays based on different marketing principles such as 
price or quality might be very helpful.


