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Abstract: The economics of community pharmacy are under pressure and the business model, 
particularly for independent pharmacists, is at a turning-point. In Serbia, as in many different 
markets, revenues are capped, competition is more intense and there is an increasing expectation 
of pharmacies to play a stronger role in managing chronic conditions. This paper reviews the 
forces shaping community pharmacy and the impact that these forces could have on the financial 
viability of pharmacy contractors. It also considers the options for securing the future of the 
sector and confirms that doing nothing is not an option. 
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1. INTRODUCTION 
 
 Pharmacy is one of the foundational pillars of modern medicine and many of 
today's leading pharmaceutical companies can trace their origins back to a pharmacy 
entrepreneur. Nevertheless, community pharmacy is now at a crossroads.  
 Everyone is familiar with community pharmacists and the pharmacy in which they 
practice. Six out of every ten pharmacists provide care to patients in a community setting. 
You probably visit the community pharmacist more often than you do any other member 
of the health team. Pharmacists talk to people when they are healthy and when they are 
sick; when they are "just browsing" or when they are concerned with an emergency; when 
they have specific needs as well as when they are seeking advice or information. 
Pharmacists are playing an increasing role in the "wellness" movement, especially 
through counselling about preventive medicine. According to one estimate, pharmacists 
receive more than two billion inquiries a year from their patrons. 
 Pharmacists serve patients and the community by providing information and 
advice on health, providing medications and associated services, and by referring patients 
to other sources of help and care, such as physicians, when necessary. Likewise, advances 
in the use of computers in pharmacy practice now allow pharmacists to spend more time 
educating patients and maintaining and monitoring patient records. As a result, patients 
have come to depend on the pharmacist as a health care and information resource of the 
highest calibre. Pharmacists, in and out of the community pharmacy, are specialists in the 
science and clinical use of medications. They must be knowledgeable about the 
composition of drugs, their chemical and physical properties, and their manufacture and 
uses, as well as how products are tested for purity and strength. Additionally, a 
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pharmacist needs to understand the activity of a drug and how it will work within the 
body [1].  
 If pharmacists develop a desire to combine their professional talents with the 
challenge of the fast-moving community pharmacy practice, they will often consider a 
management position within a chain pharmacy practice or ownership of their own 
pharmacy. In chain practice, career paths usually begin at the store level with possible 
subsequent advancement to a position at the district, regional, or corporate level. Many 
chain companies have management development programs in marketing operations, legal 
affairs, third party programs, computerization, and pharmacy affairs. The spirit of 
entrepreneurship and motivation has enabled many pharmacists to successfully own their 
own pharmacies or, through establishing consultation services, own their own pharmacy 
practices. 
 
2 . PHARMACEUTICAL ASSOCIATION OF SERBIA 
 
 Pharmaceutical Association of Serbia is a professional society of pharmacists, 
with the primary objective of professional development, advancement of knowledge and 
the preservation of the ethical rules of the pharmaceutical profession. The mission of 
Pharmaceutical Association of Serbia is to connect pharmacists employed in: the health 
care system, production and distribution of drugs, education and research in the field of 
pharmacy, to improve the health and well-being of individuals and society as a whole. 
 Pharmaceutical Association of Serbia was established in 1879 entitled Society of 
Pharmacy in Serbia, and after ten years it changed its name to Serbian Society of 
Pharmacy. The work of the society was rebuilt in 1946 as the Association of Pharmacists 
in the People's Republic of Serbia, and after a few changes of the name originated 
Pharmaceutical Association of Serbia [2].  
 The first pharmaceutical factory in Serbia, the former Yugoslavia, was founded on 
18th July, 1945, under the name of the State Company for pharmaceutical production 
"Galenika". It is also known as one of the top four producers of penicillin in Europe 
(1949), streptomycin, etc. 
 Soon, other drugs factories were established, like "Zdravlje" in 1953, "Hemofarm" 
in 1960, "Jugoremedija" in 1961, "Farmakos" in 1963, "Srbolek" in 1971, "Zorka - 
Pharma" in 1976 and "Panfarma in 1991 [3]. Companies engaged in wholesale of 
medicines were placed under the administration of the Directorate for Procurement and 
Distribution of Drugs (so called “GUNRAL”), while the laboratories that produced drugs 
were placed under the Directorate General for Medical Production (“GUMPRO”). Thus, 
concessional pharmacy system was abolished and the work of the Pharmaceutical 
Association was suspended. In 2011 Pharmaceutical Society of Serbia was re-registered 
as the Pharmaceutical Association of Serbia.  
 As the only association of pharmacists in Serbia, their sections have brought 
together pharmacists and hospital pharmacy practice, industry practice, control of 
medicines, medicinal plants and sanitary chemistry, toxicology, chemical and 
biochemical practices. 
 
3.FINANCIAL VIABILITY 
 
 While everyone recognizes the vital role that pharmacies play in the delivery of 
front-line care, the reality is that the economics of community pharmacy are under 
pressure and the model, particularly for independent pharmacists, is at a turning-point. 
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According to the research about The Future of Community Pharmacy in England [4], five 
forces were identified to profoundly shape the future of community pharmacy: 
 
 Squeeze on healthcare budgets. Despite rising demand and volumes, all 
indications are that the pharmacy settlement will remain flat in real terms. This reflects 
the pressures on public funding, which stem from the current financial crisis and longer-
term pressures on National Health Service (NHS) expenditure as a result of an ageing 
population. The proposed shift from simply dispensing drugs to providing front-line 
services is unlikely to bring with it net new money and will be financed by a restructuring 
of the existing settlement. 
 Intensifying competition. The industry continues to consolidate slowly. With the 
demise of the high-street and the rise of out-of-town shopping, supermarkets are 
becoming an increasingly competitive force in the pharmacy landscape. In the race for the 
new 100-hour licenses, multiple pharmacies have largely won out. 
 Transformation of the supply chain. The nature of innovation is changing and 
with it pharmacy models. Community dispensing is already dominated by commodity 
generics. This will become even more prevalent as the higher-value biologic therapies 
that currently dominate industry pipelines move into hospitals and homes. As 
manufacturers struggle to make a profit in primary care products, alternative distribution 
arrangements are being implemented that threaten the wholesalers in the short term and 
will inevitably impact pharmacies' buying profits in the future. 
 Emergence of new alternative channels. Internet and mail-order pharmacies are 
gaining strength and research suggests that the Internet has no age limits. If there is one 
constraint, it is on the side of commissioners who have been slow to see its potential as a 
way of fulfilling repeat scripts. In Germany, supported by regulatory change and sickness 
fund policies, mail-order pharmacy has grown rapidly. In the most conservative scenario 
these new channels should account for at least 20 per cent of all volumes. With the rise of 
the connected consumer, bricks-and-mortar pharmacies will not be the only way to 
deliver service. 
 Demand for convenience and expertise. Today's health consumer wants it all. 
Whether it is prescription services, personal care products, or clinical services, the 
priority is on expertise, convenience, and accessibility. 
 Industry experts together with scientist worked to build a scenario model to 
simulate the impact these five forces could have on community pharmacies' profits [4]. 
Their findings suggest that the combined impact of these forces could result in a 38 per 
cent decline in the average profitability of a pharmacy. All pharmacy contractors will 
have to change to meet the challenge. Independent pharmacies, in particular, will be 
severely challenged with a very real prospect that up to 2,000 outlets could be closed. 
 There are two strategies that contractors, regardless of size, should consider in 
order to survive: to improve efficiency of supply or to become the first port of call in the 
healthcare system. 
 Improving the efficiency of supply. To meet rising dispensing volumes within a 
fixed budget, pharmacies need to improve their efficiency in filling prescriptions by at 
least 20 per cent. This can only happen with greater scale economies of operations and 
investment in dispensing automation. Multiples will need to centralise dispensing within 
their own networks. Independents will need to rely on wholesalers to deliver central 
dispensing services, as is the case in the Netherlands, or develop cooperative or in joint-
partnership models. 
 Becoming the first port of call in the healthcare system. As dispensing 
becomes a commodity, pharmacies need to develop a sustainable revenue stream based 



                             ECONOMICS MANAGEMENT INFORMATION TECHNOLOGY  
 

Vol.3/No.1/2014                                                             21 
 

on monetising their role in the front line of healthcare. This may come both from 
nationally and locally commissioned services. 
 
 There is no doubt that multiples will be in a better position to achieve both scale 
economies in dispensing and provide an improved approach to delivering nationally 
commissioned services. On the other hand, independent pharmacies and smaller regional 
chains have the unique opportunity of differentiating their positions by tailoring their 
offering to local priorities. 
 These findings [4] suggest that pharmacies that deliver dispensing efficiencies and 
strengthen the role of services in their business mix, can sustain current profit margins 
over the medium term. But doing so will require up-front investment and will not be 
without risk. 
 Importantly, pharmacists cannot do it alone. Government and regulators must 
provide an enabling environment and the profession needs to demonstrate leadership in 
building the capabilities required in the new model. As seen in Scotland with the 
development of a new, service-oriented pharmacy model, the Department of Health (DH) 
and the NHS have key roles to play in setting the agenda for change and aligning 
stakeholders across the spectrum of commissioners, clinicians, pharmacy contractors, and 
patients [5]. 
 
4.  CONCLUSIONS 
 
 The pharmacy industry is rapidly approaching a crossroads that offers an 
opportunity for true transformation. Pharmacy can become a more efficient supplier of 
medicines and a more integrated provider of care and clinical advice, which can help the 
healthcare system tackle the burden of an ageing population and rising levels of chronic 
conditions. Smaller independent pharmacies may be at an immediate disadvantage in 
achieving a step change in dispensing productivity, but their knowledge and connections 
with local health economies and GP practices could allow them to build a highly localized 
approach to service delivery. Independent pharmacies are increasingly coming together to 
form local partnerships. Larger multiples need to move rapidly to implement centralized 
dispensing models and standard services to position themselves favourably with 
commissioners.  
 Change will not be easy and will require significant investment and commitment 
from within and outside the industry. Change may also result in the forced or voluntary 
exit of some contractors. However, this transformation journey will be worth starting as 
this may be the last chance pharmacy gets to reinvent itself as a credible contributor to the 
improvement of the health of the nation, and to ensure its financial survival. 
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