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AB ST R A C T |

Objectives: Community pharmacies have financial difficulties due to reasons such as economic crises in recent years, increased competition,
reimbursement cuts, decreasing drug prices and profit ratio, and increasing operation costs. The main purpose of this study was to evaluate the
financial status of community pharmacies in Corum and to guide future sectoral financial studies.

Materials and Methods: One of the most commonly used method to evaluate the financial status and performance of companies is the “ratio analysis
method”. This ratio analysis has been conducted by accounting that data of 51 of the 93 community pharmacies operating in Corum city.

Results: Considering the results of the ratio analysis in general, the pharmacies in Corum have liquidity problems. More than half of the pharmacies
could not pay their short-term debts with their current assets in the years mentioned in the study. Community pharmacies take more debit/credit
to pay their short-term debts. The debit burden of the pharmacies has increased in the years mentioned in the study. Pharmacies have a low stock
turnover ratio, and their inventory managements are insufficient.

Conclusion: It is seen that the main reason for the financial problems in community pharmacies is the low efficiency and productivity loss in
resource management. It is thought that it would be beneficial to provide financial management training at the undergraduate level in the faculties
of pharmacy and to provide vocational trainings within the Turkish Pharmacists’” Association (TEB). In addition, an effective accounting system for
community pharmacies should be prepared and implemented together by the TEB and relevant institutions.
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Amag: Toplum eczaneleri son yillarda yasanan ekonomik krizler, artan rekabet, geri deme kesintileri, artan isletme maliyetleri, disen ilag fiyatlari
ve kar oranlari gibi nedenlerden dolayi finansal zorluklarla karsi karsiyadir. Bu galismanin temel amaci, Corum’daki toplum eczanelerinin mali
durumunu degerlendirmek ve gelecekteki sektdrel mali galismalara rehberlik etmektir.

Gereg ve Yontemler: Sirketlerin finansal durumu ve performansi hakkinda degerlendirmede en yaygin olarak kullanilan yéntemlerden biri “oran
analizi yontemi"dir. Bu analiz, Corum ilinde faaliyet gésteren 93 toplum eczanesinin 51'ine ait muhasebe verileriyle gergeklestirilmistir.

Bulgular: Genel olarak oran analizi sonuglari dikkate alindiginda, Corum’daki toplum eczanelerinde likidite sorunlari bulunmaktadir. Eczanelerin
yarisindan fazlasi kisa vadeli borglarini mevcut varliklari ile 6dememistir. Toplum eczaneleri kisa vadeli borglarin 6denmesinde daha fazla borg/
kredi kullanmaktadir. Calismada belirtilen yillarda eczanelerin borg ytkd artmistir. Eczanelerin stok devir hizi dustktur ve stok yénetimi yetersizdir.
Sonug: Toplum eczanelerinin mali sorunlarinin temel nedeninin kaynak ydnetimindeki distk verimlilik ve verimlilik kaybi oldugu gorulmektedir.
Eczacilik fakiltelerinde lisans diizeyinde ve Tirk Eczacilari Birligi (TEB) binyesinde mesleki egitimlerde finans y&netimi egitimi verilmesinin yararli
olacagi dusUnulmektedir. Ayrica, TEB ve ilgili kurumlar tarafindan Toplum Eczaneleri igin etkili bir muhasebe sistemi hazirlanmali ve uygulanmalidir.
Anahtar kelimeler: Toplum eczanesi, Corum, finansal oranlar, eczane yonetimi, Turkiye
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INTRODUCTION

Community pharmacies have excellent medical facilities that
are mostly accessed by patients! Literature evidence over
the past 30 years has shown that pharmacy performance is a
critical factor in the success of the healthcare system and that it
creates a significant improvement in the health outcomes of the
community. These are direct pharmaceutical service providers
that offer a wide range of services and simultaneously use
many limited healthcare resources.?® Healthcare services are
one of the largest and fastest growing industries in the world.
In developed countries, an average of 15% of health spending
is allocated to drug expenditures.* The increasing demand of
community pharmacy customers has strengthened the health
system all over the world. Therefore, it seems necessary to
evaluate the financial performance of this industry to ensure
that limited resources are spent for the best benefits.> For
community pharmacies, financial management is a dynamic
process that requires adapting to the changes of the economic
environment and other organizations. Thus, they could be
more effective in the future and reach the strategic goals of
the organization.%” At present, community pharmacy is going
through a very difficult process as it is exposed to daily financial
constraint and economic pressures.® A community pharmacy
must have adequate funds and manage them, ensuring its
financial stability to fulfill its obligations and normally survive.
Inputs make up most of the costs in providing pharmaceutical
care in a community pharmacy. The difference between costs
and revenues is the profit of the community pharmacy. Working
order is required to ensure proper functioning of the community
pharmacy.®® Despite the difficulties it faces, it should continue
its community pharmacy operations and survive in the future.

For pharmacies to survive in a healthier way, their financial
structure must be strong. One of the most commonly used
methods in the financial structure analysis is ratio analysis.
Ratio analysis is calculated using the data in the financial
statements of the companies. In this method, the relationships
between the data forming the financial statements are
examined.”? Financial ratios allow companies to compare both
their status over the years and to other companies in the
sector." While interpreting the results obtained from the ratio
analysis calculation, the situation of the company and the sector
should be considered.

There are four subgroups in the ratio analysis method
(Table 1). The first group is liquidity ratios. The liquidity ratio
analysis examines the liquidity status of the companies, the
adequacy of the company's capital, and the power to pay the
company's short-term debits!* There are turnover ratios in the
second group. The turnover ratios examine how effectively
the business uses its assets! The third group is leverage
ratios. In this group, the source structure of the businesses is
examined. The effectiveness of the businesses in resource use
is investigated® Profitability ratios are included in the fourth
and last group. With profitability ratios, it is examined whether
the profits obtained from all operations of the business are
sufficient or not.”

The biggest customer of the community pharmacies in Turkey
is Social Security Institution (SGK). Since most community
pharmacies have contracts with SGK, they are less affected by
economic crises than other retail sectors are. SGK payments
are made regularly within the period specified in the contract.
However, environmental factors, such as gradual profit ratio
applied in the recent years, decreasing profitability, and price
decreases in stock products and increasing costs, pose financial
problems for community pharmacies. In addition, factors such
as the fact that pharmacists do not know financing management
and how to use their cash and capital in other sectors weakens
the financial structures of these companies. When community
pharmacies manage financial assets and resources effectively
and efficiently, they may continue their operations and look to
the future with confidence.

MATERIALS AND METHODS

In the study, 16 ratios covering five-year (2015-2019) liquidity,
turnover, leverage, and profitability ratios were analyzed in four
groups. Community pharmacies’ accounting data were used
which are operating in the central district of Corum. Community
pharmacies that do not want to give data (22 pharmacies),
whose data were not reliable (six pharmacies), and that have
been operating for less than five years (14 pharmacies) were
not included in the study. For this reason, 51 of 93 pharmacies,
from which we could obtain reliable data, were used in the
study. Absence of a sector with a similar structure to make
comparisons in Istanbul Stock Exchange, the absence of a
similar study to this study conducted in other provinces or in
Turkey, in general, and the fact that the accounting system of
the community pharmacies is not effective, are the limitations
of this study. These restrictions constitute an obstacle to the
comparison of results obtained in the study and to comment
on the overall situation of Turkey. The comments and the
suggestions made were based on the data of pharmacies
included in the study. Ethics committee approval was received
from Non-Interventional Research Ethics Committee of Hitit
University (05.11.2020/2020-113). No statistical analysis was
used in the study.

RESULTS AND DISCUSSION

According to the data obtained from the 51 community
pharmacies included in the study, “Average Liquidity Ratio of
the Sector” is given by years in Table 2.

According to the data obtained from Table 3, most pharmacies
cannot pay their short-term debits with their current assets for
the year 2015. When the current ratios of the year 2015 were
analyzed, it was determined that 18 pharmacies had values
above the average, five pharmacies were close to the average,
and the remaining 28 pharmacies had below-average values.
The results for the year 2016 are like those for 2015. In 2017,
there was an increase in the number of pharmacies whose
current situation deteriorated. The number of pharmacies,
which remained below the average in 2018, increased in 2017.
Although there was a decrease in the number of pharmacies
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that remained below the average in 2019, it was determined
that, as in previous years, more than half the pharmacies could
not pay their short-term debits with their current assets.

When the acid test ratio was analyzed, it was determined that
in the year 2015, 18 pharmacies had values above average, 8
pharmacies were close to the average, and 25 pharmacies
had values below average (Table 3). Acid test ratio is a more
sensitive ratio compared to the current ratio. Short-term debt
payment power is investigated by reducing inventories that take
time to sell from current assets!® According to these results,
it is seen that more than half of the pharmacies do not have
the power to pay the short-term debt. This situation may be
explained by the fact that pharmacies switched their purchases
from long-term to short-term. In 2016, there were not many
changes compared to 2015. In 2017, there was an increase in
the number of pharmacies that remained below the average
compared to the previous year. In 2018, there was a decrease in
the number of pharmacies in a poor condition compared to the
year 2017. However, an increase in the number of pharmacies
below the average was determined in 2019.

When the liquid ratio of the pharmacies was analyzed by years,
it was determined that in 2015, 18 pharmacies had values
above average, 7 pharmacies were close to the average, and 26
pharmacies had values below average (Table 3). Liquid ratio is

the ratio that determines the most sensitive situation among the
liquidity ratios. This ratio shows the short-term debt payment
power only with cash and similar assets.”” It was determined
that more than half of the pharmacies had cash problems while
paying their short-term debts in 2015. In 2016, there was an
increase in the number of pharmacies having cash shortage
compared to 2015. In 2017, there was a decrease in the
number of pharmacies with an average ratio, while there was
an increase in the ones above average. In 2018, there was an
increase in the number of pharmacies that had cash problems.
In 2019, the situation remained almost the same compared to
the year 2018.

According to the data obtained from the 51 community
pharmacies included in the study, “Sector Average of Operating
Ratio” is given by years in Table 4.

When the accounts receivable turnover ratio was examined,
it was determined that 13 pharmacies had values above the
average, 8 pharmacies were close to the average, and 30
pharmacies had values below average in 2015 (Table 5). The
higher the turnover ratio, the better it is for a company.?° Since
the maturity given to its customers gradually decreases, it may
collect more in a year. According to these data, more than half
of the pharmacies make more deferred payment sales than
average. This may be explained by the fact that cash sales of

Table 1. Ratios used in ratio analysis method"

Liquidity ratios Turnover ratios

Leverage ratios Profitability ratios

Current ratio Account receivable turnover ratio

Financial leverage ratio Gross profit ratio

Acid test ratio Account receivable days

Equity to debt ratio Net profit ratio

Stock turnover ratios

Return on assets

Stock days

Liquid ratio
Debtor turnover ratios

Shor-term debt to debt ratio Return on equity

Debtor days

Table 2. Average liquidity ratio of pharmacies by years

Liquidity ratios 2015 2016 2017 2018 2019
Current ratio 4,65637037 4132142857 3,547741935 3,957096774 3,736451613
Acid test ratio 3,410740741 3,350357143 2,902258065 2,483870968 2168709677
Liquid ratio 1,435888889 1,080357143 0,728064516 0,649677419 0,669548387

Table 3. Distribution of pharmacy liquidity ratios by years

Pharmacy distribution by current ratios

Pharmacy distribution by acid test ratios

Pharmacy distribution by liquid ratios

Years <A A A< <A A A< <A A A<
2015 28 5 28 25 8 18 26 7 18
2016 27 4 20 25 9 17 29 4 18
2017 31 0 20 31 2 18 30 1 20
2018 33 2 16 28 5 18 33 0 18
2019 30 1 20 31 3 17 33 1 17

A: Average
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pharmacies that make deferred payment sales are lower than
the other pharmacies. Pharmacies increasing the cash sales
levels will decrease average collection times. In 2016, there
was a serious decrease in the number of pharmacies below
the average compared to the year 2015. In 2017, pharmacies
remained almost the same as in the previous year. It is believed
that the cash sales of the pharmacies included in the study
increased in 2016 and 2017. While there was an increase in
the number of the pharmacies below the average in 2018, it is
thought that there was a serious decrease in the cash sales of
pharmacies in 2019.

When the account receivable day was analyzed, it was
determined that 25 pharmacies had above-average values,
10 pharmacies were close to the average, and 16 pharmacies
had below-average values (Table 5). While there was a small
increase in the number of pharmacies below the average in 2016
compared to the year 2015, there was a significant increase in
the pharmacies below average in 2017. As in previous years, the
increase in the number of pharmacies below average continued
in 2018. In 2019, unlike previous years, there was a significant
increase in pharmacies above the sector average, and there
was a decrease in those below the sector average. It is believed
that the ratio of pharmacies’ credit sales to total sales affects
the debt collection periods.

When the stock turnover ratios of 2015 were examined, it was
determined that 17 pharmacies had values above average, 9
pharmacies were close to average, and 25 pharmacies had
values below average (Table 5). The stock turnover ratio shows

how many times the business renews its stocks in a year.?
In 2015, most pharmacies had a low stock turnover ratio. In
2016, there was a little increase in the number of pharmacies
below average compared to the year 2015. In 2017, the situation
remained the same compared to 2016. In 2018, the number
of pharmacies below average decreased slightly, while those
above average increased. In 2019, almost the same results
were achieved compared to 2018. Pharmacies with a low stock
turnover ratio are thought to bear an unnecessary inventory
cost and do not behave carefully when buying goods.

When the stock days of 2015 were analyzed, it was determined
that 16 pharmacies had values above average, 12 pharmacies
were close to the average, and 23 pharmacies had values
below average (Table 5). In 2016, there was a slight increase
in the number of pharmacies, which remained below average
compared to 2015. The situation like 2016 occurred in 2017. In
2018, there was an increase in the number of the pharmacies
above average compared to 2017. In 2019, there was a decrease
in pharmacies above the sector average compared to 2018. The
stock days and the stock turnover ratio of the pharmacies in
2015-2019 are in line with each other. Pharmacies’ inventory
management is thought to be insufficient.

When the debtor turnover ratio of 2015 was examined, it was
determined that 14 pharmacies had values above average,
6 pharmacies were close to average, and 31 pharmacies had
values below average (Table 5). The high ratio of this is an
indication that the company may have trouble while paying
debt.?" According to the data of 2015, most pharmacies did not

Table 4. Sector average of pharmacies’ turnover ratios by years

Turnover ratios 2015 2016 2017 2018 2019
Account receivable turnover ratio 647 4.595 4.643 5131 6.417
Account receivable days 77532 79.781 95.467 98.805 82.246
Stock turnover ratios 8.501 14.428 12141 7.452 6.277
Stock days 71.901 83.784 99.468 71.363 88.841
Debtor turnover ratios 26454.236 6435.872 14.504 28.707 9.247
Debtor days 59.967 59.576 72.903 63.529 67.466

Table 5. Distribution of pharmacy turnover ratios by years

Pharmacy
distribution by
account receivable
days

Account receivable Pharmacy

Years  turnover ratio

turnover ratios

distribution by stock

Pharmacy

Pharmacy . Pharmacy

distribution by stock distribution by distribution by
debtor turnover

days debtor days

ratios

<A A A< <A A A< <A A A<

<A A A< <A A< <A A A<

A
2015 30 18 13 16 10 25 25 9 17 23 12 16 31 6 14 27 5 19
2016 18 15 18 19 10 22 28 5 18 28 8 15 33 6 12 25 6 20
2017 19 15 17 24 8 19 29 4 18 31 6 14 31 5 15 24 4 23
2018 23 1 17 31 5 15 26 3 22 25 5 21 35 1 15 26 1 24
2019 35 2 14 19 4 28 25 5 21 26 7 18 28 4 19 26 4 21

A: Average
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encounter this problem. In 2016, the situation was like that
of 2015. In 2017, there was a decrease in the number of the
pharmacies below average and an increase in the number of
those above average compared to 2016. There was an increase
in the number of pharmacies below average in 2018 compared
to 2017. In 2019, compared to 2018, the number of pharmacies
below the sector average decreased, and the number of
pharmacies above it increased.

When debtor day - that is, due dates, one of the main activities
of the pharmacy - of 2015 was analyzed, it was determined
that 19 pharmacies had values above average, 5 pharmacies
were close to the average, and 27 pharmacies had values below
average (Table 5). While 2015 and 2016 show similarities, in
2017, there was an increase in the number of pharmacies above
average, and a decrease in those below average. In 2019, there
was a small decrease in the number of pharmacies above the
sector average compared to 2017 and 2018.

According to the data obtained from the 51 community
pharmacies included in the study, “Leverage Ratios Sector
Average” is given by years in Table 6.

When financial leverage ratios of 2015 were analyzed, it was
determined that 31 pharmacies had values above average, 3
pharmacies were close to the average, and 17 pharmacies had
values below average (Table 7). The financial leverage ratio is
a ratio that shows the debt burden in the funds of the business.
The fact that it is high indicates that the debts of the business
increased.?? It is believed that more than half of the pharmacies
use debit/credit. In 2016, the number of pharmacies below
average increased compared to 2015. In 2017 and 2018, there
was an increase in the number of pharmacies above average.
There was a decrease in the number of the pharmacies above
average in 2019 compared to 2018. It is an expected situation
that pharmacies who have a cash shortage (Table 3) in the
payment of short-term debts will use more debt.

When the equity to debt ratio of 2015 was analyzed, it was
determined that 29 pharmacies had values above average, 8
pharmacies were close to the average, and 14 pharmacies had
values below average (Table 7). Equity to debt ratio is found by
dividing the debt by equity. The higher this ratio, the more the
company's debt burden.?’ The debt burden of more than half of
the pharmacies increased. The number of pharmacies above
average continued to increase in 2016, 2017, 2018, and 2019.
These data are compatible with the financial leverage ratios.

When the short-term debt to debt ratio of 2015 was examined, it
was determined that 29 pharmacies had values above average,
6 pharmacies were close to the average, and 16 pharmacies
had values below the average (Table 7). The weight of the
short-term part of the debts is calculated at the short-term
debt to debt ratio. This high ratio indicates that the company
may face liquidity shortage. A short-term debt burden of more
than half of the pharmacies is high. This situation explains the
cash shortage in the payment of short-term debt and the use
of debit/credit. In 2016, there was a decrease in the number of
pharmacies below average compared to 2015. The number of
pharmacies with a high debt burden increased in 2017 and 2018
compared to 2016. In 2019, the number of the pharmacies with
high short-term debt burdens decreased compared to 2018. It is
thought that the burden of short-term debts was reduced with
the use of more debit/loans. In a survey conducted by Turkish
Pharmacists’ Association (TEB) in 2019, in Turkey, 57% of
pharmacists stated that they used credit.?®

According to the data obtained from the 51 community
pharmacies included in the study, “Profitability Ratios Sector
Average” is given by years in Table 8.

When the gross profit ratio of 2015 was analyzed, it was
determined that 16 pharmacies had values above average, 23
pharmacies were close to the average, and 12 pharmacies had
values below the average (Table 9). High gross profit ratio
indicates that the company’s purchase cost has decreased.?

Table 6. Leverage ratio sector averages of pharmacies by years

Leverage ratios 2015 2016 2017 2018 2019
Financial leverage ratio 2.315 1.946 2.350 2.925 2.602
Equity to debt ratio 2043.093 1968.811 477 5.363 4.580
Shor-term debt to debt ratio 1045.392 798.924 4244.861 4142.701 4727976

Table 7. Leverage ratio distribution of pharmacies by years

Pharmacy distribution by financial

Pharmacy distribution by equity to debt ratio

Pharmacy distribution by short-term

Years leverage ratio debt to debt ratio

<A A A< <A A A< <A A A<
2015 17 3 31 14 8 29 16 6 29
2016 16 5 30 15 5 31 14 7 30
2017 14 4 33 13 4 34 12 5 34
2018 1 2 38 1 5 35 12 3 26
2019 1 5 35 12 3 36 20 4 27

A: Average
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Most pharmacies have an average and above-average gross
profit ratio. While the number of pharmacies with low profit
margins increased slightly in 2016 and 2017, this situation
improved in 2018 and 2019. It is thought that the profit ratio
varies due to the discount ratio in the sales of the pharmacies
and the distribution of imported/domestic drugs.

When the net profit ratio of 2015 was examined, it was
determined that 12 pharmacies had values above average, 25
pharmacies were close to average, and 14 pharmacies had
values below average (Table 9). High net profit ratio indicates
that the productivity of companies has increased.? In this case,
most pharmacies have a net profit ratio close to the sector
average. In 2016 and 2017, the number of pharmacies above
average increased compared to 2015. This situation may also
be explained by the distribution of imported/domestic drugs
in sales. In 2018 and 2019, there was not much change in the
above-average and near-average pharmacies. Although most
pharmacies continue their operations with an average and
above-average net profit ratio, the fact that they experience
cash and short-term debt payment difficulties and that they use
debit/loans suggest that they are not financially well managed.

When return on assets (ROA) of 2015 was examined, it was
determined that 25 pharmacies had values above average, 12
pharmacies were close to the average, and 14 pharmacies had
values below the average (Table 9). ROA shows how effective
the assets of companies are in generating profit.2 More than
half of the pharmacies manage their assets successfully. While
there was not much change in 2016 compared to 2015, there
was an increase in the number of below-average pharmacies
in 2017. In 2018, there was an increase in the number of
pharmacies close to the average. In 2019, with 13 pharmacies

Table 8. Profitability ratios sector averages of pharmacies by years

below-average, a better situation was found out than those in
previous years.

When return on equity (ROE) of 2015 was examined, it was
determined that 13 pharmacies had values above average, 24
pharmacies were close to the average, and 14 pharmacies had
values below the sector average (Table 9). The ROE shows how
much profit the partners have made in return for the capital they
put in.22 If this ratio is high, the profit of the business is high too.
Inthis case, half of the pharmacies achieve the same profitability
as the average. While the number of pharmacies close to the
average and above average increased in 2016, the number of
pharmacies close to average and below average increased in
2017. In 2018 and 2019, there was a decrease in the number of
pharmacies with a below-average condition. It is noteworthy
that although more than half of the pharmacies have a good
picture in terms of gross profit margin, net profit margin, ROA,
and ROE, they are experiencing financial difficulties. Increasing
costs are thought to cause financial difficulties.

Reasons such as absence of a sector to make comparisons in
istanbul Stock Exchange, the absence of a similar study to this
study, and the fact that the accounting system of pharmacies
is not effective constitute obstacles to compare the results.
Because of these reasons, general comments cannot be made
about the financial status of community pharmacies in Turkey.

CONCLUSION

Community pharmacies want to survive like other businesses.
They strive to maintain and increase their current market share
while surviving. For a business to increase its competitiveness,
its financial structure must be strong.

Profitability ratios 2015 2016 2017 2018 2019
Gross profit ratio 0.920 0.877 0.761 0.676 0.823
Net profit ratio 0.7112 0.484 0.484 0.320 0.403
Return on assets 0.902 1.043 0.935 0.953 0.828
Return on equity 1.939 2.030 2.469 2.057 2.939

Table 9. Profitability ratio distribution of pharmacies by years

Pharmacy distribution by

Pharmacy distribution by net

Pharmacy distribution by Pharmacy distribution by

Years gross profit ratio profit ratio return on assets return on equity

<A A A< <A A A< <A A A< <A A A<
2015 12 23 16 14 25 12 14 12 25 14 24 13
2016 14 22 15 13 24 14 15 10 26 12 25 14
2017 15 22 14 13 23 15 17 9 25 14 22 15
2018 11 24 16 10 25 15 15 14 22 13 24 14
2019 1 22 18 1 24 16 13 15 23 10 25 16

A: Average
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As a result of the study based on the data obtained from
community pharmacies, it is seen that these businesses prefer
short-term debit/credit. This situation negatively affects the
resource structure and cash situation of the business. It causes
pharmacies to face liquidity shortage while paying their debts.
When turnover ratios of the pharmacies are analyzed, the fact
that the maturity given by them to their customers and the
maturity given to them by the sellers are almost the same is
increasing the importance of liquidity management for these
businesses. For an effective financial structure to be formed,
the existing financial structure needs to be changed. It is seen
that most pharmacies in Corum province are not effective in
liquidity and resource management. This negatively affects the
efficiency of commercial activities. The profitability situations
of pharmacies generally move in the same direction.

It is thought that it would be beneficial to provide finance
management training at the undergraduate level in the
Faculties of Pharmacy and in vocational trainings within the
TEB. In addition, an effective accounting system for community
pharmacies should be prepared and implemented together by
the TEB and relevant institutions.

Conflict of interest: No conflict of interest was declared by the
authors. The authors are solely responsible for the content and
writing of this paper.
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