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PE3IOME

ComlanpHl  JOCHIJKEHHST AmNTeka JOCHIDKYe TIMTaHHA, TMOB's3aHl 3
(apManeBTUYHOI MPAKTUKH, BKJIOYAIOYM HOro (pIHAHCOBY CTOpOHY. BiH
BUKOPUCTOBY€E O€314 JTUCIUIUIIH, BKJIIOYAIOYM EKOHOMIKY, 100 BHUBUYHUTHU BCI
acniekTd (papManeBTHYHOI TpakTUku. Hama crtaTTs copsMoBaHa Ha TEOPETHUHE
MOSICHEHHSI (PIHAHCOBOI OI[IHKM, sIKa MOBHHHA IMPOBOJUTHUCS B KOXHIA Oprasizamii
HaJaHHS (hapMaleBTUYHOI JOMOMOTH Ta Mpo (HIHAHCOBI MOKA3HUKHU aHANI3y, SKUX
HEOOXITHO JIOTPUMYBATHCS, MO0 YHUKHYTM HaI3BUYaHMX cuTyamiid. OriiHka
oprasizaiii Oi3Hecy 31MCHIOETbCSI MOHITOPUHI TMOKAa3HMKIB (DIHAHCOBOI'O aHamli3y,
SKUW BHOCHTH CBIMi BHECOK y TO3UTHBHE EKOHOMIYHUN PO3BUTOK B Oprasizaiii
HaJaHHS  (apMalleBTUYHOI  JIOMOMOTH.  Pesynbrat  (hiHAHCOBOTO  aHAMI3y
3a00proBaHoCTi, €PEKTUBHOCTI, PEHTAOETHHOCTI, MOKA3HUKHU JIKBIAHOCTI. BoHU y
MOPIBHSIHHI 3 PEKOMEHJOBAHMMH 3HAYCHHSIMHU 1 BHOCATHCS TMPOMO3UINT 100
MIJBUIICHHS €(QEKTUBHOCTI OpraHizaiii Ta MpoIBITaHHSI. B pe3ynprari Takoro
X0y JI0 OIIHKA OI3HECY CHPUATUME TO3UTUBHUM (DIHAHCOBUM PO3BUTKY
opranizamii HagaHHs ¢GapMalueBTUYHOI JOMOMOTH, 1 1€ OOCIyroByBaHHS a0o

BIDKMBAHHS HAa MalOyTHIX 4dacy.
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INTRODUCTION

Pharmacy’s core knowledge base 1is traditionally formed by chemistry,
biochemistry, physics and physiology. Knowledge of medications and their effects is
the basis of the pharmacists’ professional expertise. Practising pharmacy is carried
out among human beings, the persons referred to as customers or patients or users.
They are connected with one another in families, organizations and health systems in
countries and cultures around the world. [1]

When trying to explain, understand or change pharmacy practice, the natural
sciences simply do not provide adequate tools or perspectives. They need to be
supplemented with knowledge from the disciplines that deal with people and systems,
I.e., the humanistic, social sciences and with economics disciplines. And this is where
Social Pharmacy comes into the picture. Social Pharmacy studies the medicine sector
from the social scientific, humanistic and economics perspectives. Topics relevant to
Social Pharmacy consist of all the social and economic factors that influence
medicine use.

The primary pursuit of Social Pharmacy research is to investigate questions and
themes concerning pharmacy practice. It is a hybrid field that uses theories and
methods from numerous humanistic, social and economics scientific disciplines in
order to explore all aspects of pharmacy practice. Social Pharmacy leans more
heavily on psychology, social psychology, sociology, political science and
economics, especially as these relate to issues in public health and social politics.

Social Pharmacy or Pharmacy Practice Research is linked to the broad field known
as health services research. This linkage emphasises that this is an applied field of
research concerning distribution and availability of services, demand of services,
organisation and process of service delivery, effectiveness and outcomes of services,
improving quality of services and quality assurance, evaluations of policy and
practise experiments and innovations, interface between pharmaceutical and other
health services payment and remuneration for services and pharmaceuticals.

Doing pharmacy practice research on mention health services we must always think

on the finances which are related to every process of providing health care services.



[2] Finances are associated with every provider of pharmaceutical care services
whose aim is to be prosperous and efficient. That depends on the managers who set
up financial strategy and the method of money utilization. Every organization
operates different and the level of revenues and costs differ either. The better the
corporate finances are managed, the lower are costs of running a business, the more
money are left to provide patients with wider range of pharmaceutical care services,
for even more people. At the same time it generates appropriate profit for further
development of pharmaceutical care services and also the profit of the owner. This is
a very complicated process in which managers must observe many financial
parameters and information from the financial statements, calculate from them
financial ratios and track their development. They must be aware when the evolution
of financial ratios is incorrect and be prepared to make informed decisions armed
with facts, not intuition to correct them. [3, 4]

To better understand financial analysis we must become familiar with financial
parameters by understanding organizational system that company figures. There are
two basic financial relevant statements. Profit and loss statement reports on financial
parameters such as business's income, expenses, and profits over a period of time and
balance sheet reports on other financial parameters such as assets, liabilities and net
equity of a business at a given point in time. They help the organization to provide a
summary of all the relevant financial information about pharmaceutical care business.

Profit and Loss Statement is a summary of the financial performance of
an organization business over time (monthly, quarterly or annually). It reflects the
past performance of the organization’s business and is the report most often used by
organization providing pharmaceutical care to track how it’s business is performing.
Each component of the Profit and Loss statement influences the determination of net
profit, and is used in the two basic equations 1. Gross profit = sales — cost of goods
sold and 2. Net profit = gross profit — expenses. The main components of a profit and

loss statement are revenue, cost of goods sold, gross profit, expenses and net profit.

[5]



Gross profit is the difference between sales and the cost of purchasing products or
services before subtracting operating expenses such as wages, rent, accounting fees,
or electricity. Gross profit reflects how efficiently labour and materials are used to
produce goods or services. The gross profit margin is one indicator of the financial
health of an organization. Larger gross profit margins are better. The higher the
percentage, the more the business retains of each euro of sales for other expenses and
net profit. Gross profit is used to calculate the gross profit margin ratio.

Net profit (net income) is calculated by subtracting expenses from the gross profit,
showing what the organization’s business has earned (or lost) in a given period of
time (usually monthly, quarterly, or annually) after both the cost of goods sold and
operating expenses have been taken into account.

The Balance Sheet provides a good picture of the financial health of
the organization business and is a tool used to evaluate organization’s business
liquidity. The balance sheet is a statement of what an organization owns (assets) and
owes (liabilities), and the value of the owner's equity (or net worth of the business) at
a specific point in time.

The next stage is to analyse figures in order to gain a better understanding of the
organization business. To avoid the shortfalls it is essential to convert financial data
to ratios or percentages. A ratio by itself means little unless it is benchmarked, so it
needs to be compared to some expected or required outcome. Financial analysis will
help identify problems, implement the necessary corrective actions and improve the
organization operations. To calculate the ratios there will be a need for information
from annual profit and loss statements. [6]

Profitability ratios measure the ability of the organization’s business to make a
profit. An increase in the ratios is viewed as a positive trend. The profitability ratios
for analysing the profit and loss statement are gross profit margin ratio and net profit
margin ratio.

Gross profit margin ratio expresses the gross profit as a proportion of sales. The
gross profit margin ratio is used as one indicator of a business's financial health. It

shows how efficiently a business is using its materials and labour, in the production



process and gives an indication of the pricing, cost structure, and production
efficiency of the business. The higher the gross profit margin ratio the better. The
gross profit margin is simply the gross profit margin ratio expressed as a percentage.
Larger gross profit margins are better for businesses. The higher the percentage, the
more the business retains of each euro of sales, which means more money is left over
for other operating expenses and net profit. A low gross profit margin ratio means
that the organization generates a low level of revenue to pay for operating expenses
and net profit. It indicates that either the business is failing in control of the inventory
or that prices are set too low.

The process of calculating the price of drugs, medical devices, dietary food and
special medical supplies in Slovakia is based on the officially fixed price, for which is
applied the algorithm of the calculation. We have 11 price ranges differing by

absolute value and the decline applied algorithm of calculation. Examples of the price

calculation of drugs and dietary supplements are listed in Table 1.

Table 1,,The price calculation of drugs and dietary supplements in Slovakia”

Maximum price in euros and percentages
Basis for
a maximum
Range | price of
business for the holder of the wholesale | for the holder of the provision of
performance distribution of medicines pharmaceutical care in a community
and dietary foods supplier pharmacy
0,00 to 2,66
l.range | including | 0,00 eur 14,10 % 0,00 euro 32,90 %
2,67 t0 5,31 + 11,10 % base exceedin( + 25,90 % base exceedi
2.range | including | 0,37 eur 2,66 euro 0,87 euro 2,66 euro
5,32t0 7,97 + 8,10 % base exceeding + 18,90 % base exceedi
3.range | including | 0,67 eur 5,31 euro 1,56 euro 5,31 euro
7,98 to
13,28 + 5,10 % base exceeding + 11,90 % base exceedi
4.range| including | 0,88 eur 7,97 euro 2,06 euro 7,97 euro
13,29 to
23,24 + 3,30 % base exceeding + 7,70 % base exceedit
5.range| including | 1,16 eur 13,28 euro 2,70 euro 13,28 euro
6.range| 23,25to | 1,48 eun + 2,70 % base exceeding 3,46 euro |+ 6,30 % base exceedir




39,83 23,24 euro 23,24 euro
including
39,84 to
73,03 + 2,40 % base exceeding + 5,60 % base exceedir
7.range | including | 1,93 eur 39,83 euro 4,51 euro 39,83 euro
73,04 to
165,97 + 2,25 % base exceeding + 5,25 % base exceedi
8.range | including | 2,73 eur 73,03 euro 6,37 euro 3,03 euro
165,98 to
331,94 + 2,10 % base exceeding + 4,90 % base exceedi
9.range | including | 4,82 eur 165,97 euro 11,25 euro 65,97 euro
331,95to
663,88 + 1,95 % base exceeding + 4,55 % base exceedir
10.range| including | 8,31 eur 331,94 euro 19,38 euro 31,94 euro
Over + 1,80 % base exceeding + 4,20 % base exceedir
1l.range, 663,88 |14,78eu 663,88 euro 34,48 euro 663,88 euro

Net profit margin ratio is the net profit as a proportion of sales. The net profit
margin ratio shows the proportion of every euro of sales that is left after all expenses
has been paid and remains as net profit. The higher the net profit margin ratio the
better. The net profit margin is simply the net profit margin ratio expressed as
a percentage. A high net profit margin ratio demonstrates how effective a business is
at converting sales into profit. A low net profit margin ratio may mean that the
organization is not generating enough sales, the gross profit margin is too low, or that
organization is not keeping operating expenses under control to leave an acceptable
profit. [7]

To set other ratios, information is needed both from the annual balance sheet and the
profit and loss statement to calculate the debt ratios, liquidity ratios, efficiency ratios.

Debt ratios measure the ability of the business to repay long term debt. That is debt
to equity ratio which indicates vulnerability of the business to risk and is often used
by creditors to determine the ability of the business to repay loans. It gives a
comparison of how much of the business was financed by owner's equity and how
much was financed through debt or liabilities. The higher the ratio, the more the
business relies on debt to finance its operations and the greater the risk to external

lenders. A ratio of less than 1:1 means that debt is less than owners' equity, the



business is positively geared, the external lenders are bearing less risk than the
owners and the owner has a stronger financial interest in the business than external
lenders. A ratio of more than 1:1 means that debt is higher than the owners' equity,
the business is negatively geared, the external lenders are bearing more risk than the
owners, and external lenders have a stronger financial interest in the business than the
owner. Generally, a debt to equity ratio in the range of 1:1 to 4:1 is acceptable but
will depend on individual business and industry circumstances. [8]

Liquidity ratios measure the capacity of the business to meet short term financial
commitments as they become due. These are current ratio and quick ratio. These
ratios indicate a comparison of the proportions of current assets and short term
liabilities. The current ratio tells whether the business has enough current assets to
meet its short term financial obligations (current liabilities) as they become due. The
higher the current ratio, the better the capacity to meet short term financial
commitments. The quick ratio measures the level of all assets that can be quickly
convertible into cash and used to meet short term liabilities. The higher the ratio, the
higher the level of liquidity for the organization’s business. The optimal quick ratio is
1:1 or higher. [9] Examples of the profitability ratios, liquidity ratios calculated on a
model pharmacy in Slovakia and the comparison to ratios reached in foreign
pharmacies are listed in Table 2.

Table 2 ,,The profitability and liquidity ratios of model pharmacy in Slovakia
and foreign pharmacies”

Analyzed )
Analyzed foreign Top 25% Top 10%
model ) _ )
| pharmacies average foreign foreign
pharmacy in _ _
_ value pharmacies | pharmacies
Slovakia
Profitability ratios
Gross profit
margin 8,24% 23,20% 25,40% 27,10%
Net profit
margin 1,00% 3,00% 6,30% 8,60%




Liquidity ratios

Current

ratio 1,11 2,89 3,71 5,77
Quick ratio 0,96 1,30 2,04 2,55

Efficiency ratios measure how well the organization manages its assets. These ratios
indicate how quickly a firm converts non-cash assets to cash assets. These are
accounts receivable turnover ratio, accounts payable turnover ratio. [10] Accounts
receivable turnover ratio shows how quickly credit customers are paying the
organization. The greater the number of times receivables turn over during the year,
the shorter the time between the sale and collecting of the cash for that sale. The
higher the ratio, the faster the business collects its accounts receivables and the more
cash it has available. A low ratio indicates inefficient management of debtors or less
liquid debtors. Accounts payable turnover ratio shows how quickly the business pays
its bills and how often payables turn over during the year. Trends in the accounts
payable turnover ratio demonstrates how the business handles its outgoing payments
and can help us assess the cash situation of the organization’s business. Examples of
financial analysis ratios with explanations, calculations and recommended values are
listed in Table 3.

Table 3 ,,The financial analysis ratios with explanations, calculations and
recommended values”

Ratios Explanation | Calculation Recommended
value
Profitability | Gross The higher the | Gross profit| The higher the
ratios profit ratio, the more | margin ratio = | ratio, the better.
margin the_ business gross profit + Monitor
ratio retains of each | income

development.
euro of sales.

Net profit | The higher the | Net profit margin | The  higher the
margin ratio, the more | ratio = net profit | ratio, the better.
ratio effective  is |+ income
business  at
converting

Monitor
development.




sales into
profit.

Debt ratios | Debt to The higher the | Debt to equity | The 2:1 ratio is
equity ratio, the more | ratio =  total | recommended value
ratio the  business | liabilities + | and the explanation

relies on debt | owners' equity says that  the
to finance its organization has 2€
operations and loaned for every 1€
the greater the of owner's equity.
risk to

external

lenders.

Liquidity Current | The higher the | Current ratio = | Keep the current

ratios ratio ratio, the | current assets =+ | ratio above 1:1 and

better the | current liabilities |as close to 2:1 as
capacity  to possible and the
meet short explanation  says
term financial that the
commitments. organization has
current assets of 2€
for every 1€ of
current liabilities.
Quick The higher the | Quick ratio =|The optimal quick
ratio ratio, the | (current assets -|ratio is 1:1 or
higher the | inventory) + | higher, which
level of | current liabilities | means that current
liquidity  for liabilities can be
organization met from current
business. assets without the
need to sell
inventory.

Efficiency | Accounts | The  greater | Accounts The higher the

ratios receivable | the ratio, the | receivable ratio, the better.
turnover | shorter the | turnover ratio Organization faster
ratio time between | = total sales + collects its accounts

the sale and | accounts receivables and the
collecting the | receivable more cash it has
cash for that available.
sale.
Accounts | Increasing Accounts payable | The increasing
payable |trend in the|turnoverratio= |trend in the ratio,
turnover | ratio, the | cost of goods the Dbetter. (The




ratio company is | sold ~accounts | higher the ratio, the
paying of | payable better).

suppliers at a
faster rate.

CONCLUSION

The assessment of pharmaceutical care business by monitoring indicators of
financial analysis will help to identify crucial financial parameters responsible for the
problems in organization providing pharmaceutical care, implement the necessary
corrective actions and improve organization operations. Only regularly supervised
and managed financial parameters and ratios can achieve recommended industry
benchmarks and organization benefits from appropriate liquidity, limited debt,
acceptable prosperity and maximizing efficiency. That result in reduction of costs and
increasing of incomes and more money are left for the organization providing
pharmaceutical care services. That can contribute to cheaper pharmaceutical care
services, procedures or medicines and more patients can be treated or wider range of

pharmaceutical care services can be offered.
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SUMMARY

Social Pharmacy research investigates questions concerning with pharmacy practice
including its financial side. It uses numerous disciplines, including economics, to
explore all aspects of pharmacy practice. Our article is focused on theoretical
explanation of financial assessment which should be done in every organization
providing pharmaceutical care and on financial indicators of analysis which must be
followed to avoid emergency situations. The assessment of organization business is
made by monitoring indicators of financial analysis that contributes to positive
economic development in the organization providing pharmaceutical care. The
outcomes of the financial analysis are debt, efficiency, profitability, liquidity ratios.
They are compared to recommended values and the suggestions are made to improve
organization’s efficiency and prosperity. The result of this approach to assessment of
business will contribute to positive financial development of the organization

providing pharmaceutical care and it’s maintenance or survival at the upcoming time.
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ConmanbHble HCCIEIOBAaHUS B paMKax JIEKapCTB MCCIEAYIOT BOIPOCHI, CBA3aHHBI C
(apMaleBTUYECKON MPAKTUKOM, KOTOpasi BKJIIOYAET €ro (PMHAHCOBYIO CTOpOoHY. OHU
UCTIONB3YIOT MHOXECTBO IMCUMWIUIMH, BKJIIOYas SKOHOMHUKY, YTOOBI HM3YYWJIH BCE
acmekThl (apMareBTHYeckoil mpakTuku. CTaThsi HaMpaBleHA Ha TEOPETUUYECKOE
oObsicHeHHEe (MHAHCOBOW OLIEHKH, KOTOPYIO JIOJDKHO TIPOBOAMTH B KaKIOH
opranuzanuu (papmaneBTHYeCKON MOMOIIM 1 Ha (PMHAHCOBBIX IMOKA3aTEeNIX aHaN3a,
KOTOpBIM HEOOXOAMMO COO0aTh, YTOOBI M30€XKaTh YPE3BBIYAMHBIX CHUTYaI[Hil.
OneHka opraHM3anuu OHW3HECa COCTaBJISIET W3 MOHMTOPHMHIa IOKas3aTesel
(pMHAHCOBOIO aHa/IK3a, YTO CHOCOOCTBYET MO3UTHBHOE HKOHOMHUYECKOE Pa3BUTHUE B
OpraHM3aliy, MpeaocTapisiomeil (apmareBTHueckHi0 momomb. [Ipeanaraem
py3yJiabTaTbl  ()MHAHCOBOIO  aHajuu3a  3aJ0JDKEHHOCTH,  3((EKTUBHOCTH,
peHTa0ENbHOCTH,  MOKa3aTend  JUKBUAHOCTH. OHU TO  CPaBHEHHIO C
PEKOMEH/IOBaHHBIMU 3HAUEHUSIMHU BHOCSTCS B MPEAJOKEHUS [0 TOBBIIICHUIO
3¢ (HEeKTUBHOCTH OPraHU3AlMU U €T0 pa3BUTHA. Pe3yabTaToM MpUBEAEHHOTO NOIX0a
K OILICHKE Ou3Heca OyJeT MOJIOXKUTEIbHOE (PUHAHCOBOE PA3BUTHE OpPraHU3ALMH

OKa3arolieu (bapMa]_IGBTI/I‘IGCKy}O ITIOMOIIb.

5
i9e

prof.RNDr.Viliam Foltan, PhD., a graduate of the Faculty of Pharmacy, Bratislava,
Doctor of science, Candidate of Pharmacy Sciences, Professor of Public Health in
1998. He teaches at the Faculty of Pharmacy at Comenius University in Bratislava, in
the years 1995 -1997 as an external employee at the University of Veterinary and
Pharmacy in Brno. The scientific and professional activities performs in the field of
active drug utilization, working with SIDC Bratislava, Ministry of Health and the
General Health Insurance. Over 10 years is the national representative of the ESAC
project, aimed to evaluate the utilization of antibiotics in the EU. He acts as a

guarantor of the project S-media, dedicated to the issues of rational use of antibiotics.

He is one of the representatives of pharmacoeconomics in SR, in which actively



teaches and publishes. One term he served as Associate Dean of Pharmacy Faculty,
since 1998 is a head of the department. Under his leadership, graduated more than
100 master degree graduates, dozens rigor graduates, 6 PhD graduates and three
docent graduates, published more than 200 works in national and international
journals with 250 citations listed in the citation index, the author and co-author of 20

books and text books.

PharmDr. Ing. Ivona Malovecka, a graduate of the Faculty of Pharmacy, Comenius
University in Bratislava and Faculty of National economy, Economics University in
Bratislava. Since graduation, she worked in a community pharmacy, where she
actively devoted expeditionary operations, galenic preparation, billing and
management activities. From 2012 she works as an assistant of professor at the
Department of Organization and Management in Pharmacy Faculty of Pharmacy
Comenius University and deals with issues of social pharmacy, pharmacoeconomics
and pharmaceutical services. In 2012 she entered graduate study in the field of social

pharmacy and community pharmacy.

PharmDr. Daniecla Minarikova, PhD., a graduate of the Faculty of Pharmacy,
Comenius University in Bratislava, Doctor of science. For several years, she worked
on manager positions in pharmaceutical companies, where actively devote marketing

and management of drugs, medical devices and nutritional supplements. Since 2010



she works as an assistant of professor at the Department of Organization and
Management in Pharmacy, Faculty of Pharmacy, Comenius University and deals with

issues of health management, public health, and pharmacoeconomics.

Contact address:

Department of Organisation and Management in Pharmacy, Faculty of Pharmacy,
Comenius University in Bratislava,

Kalin¢iakova 8, 832 32 Bratislava, Slovak republic.

E: foltan@fpharm.uniba.sk

Telephone: +421 2 50117347

Mobil: 0910 226 300



