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EXECUTIVE SUMMARY

This paper presents the results of an independent study conducted by IPF - the
Institute for Pharmaeconomic Research — and commissioned by the European As-
sociation of Pharmaceutical Full-line Wholesalers (GIRP).

The aim of the study is to analyse the role and functions of the pharmaceutical
full-line wholesalers, as the main providers of medicinal products in comparison to
alternative distribution systems such as pharmaceutical short-line wholesalers,
direct sales or selective distribution systems such as Reduced Wholesale Arrange-
ments (RWA) and the Direct to Pharmacy (DTP) models. Thus, the significance of
the full-line wholesaling model has been analysed not only from an economic
viewpoint, but also from the perspective of the role it plays in the public health
system as a whole. Based on primary and secondary data, this study uses qualita-
tive and quantitative research to illustrate the performance of the pharmaceutical
full-line wholesale sector.

Key findings

» Pharmaceutical full-line wholesalers ensure a safe, rapid, continuous and
cost-effective supply of medicinal products throughout Europe.

» The services offered by pharmaceutical full-line wholesalers, such as high
delivery frequency or full product range, ensure that even the most isolat-
ed patients can receive the most specialized medicinal products in a safe
and timely manner.

» Pharmaceutical wholesalers pre-finance nearly the entire medicinal product
market and secure the cash flow of social insurers.

» Added value services are among the key competitive advantages of the
pharmaceutical wholesaling sector.

» The satisfaction of pharmacists varies greatly between different distribution
models and so does the delivery time.

» The lack of pharmaceutical full-line wholesalers would lead to a dramatic
increase in the number of transactions as well as to high additional costs
for pharmacies.

» Therefore, the existence of pharmaceutical full-line wholesalers is essential
for the European healthcare sector.



The role of the pharmaceutical wholesale sector

>

Though the pharmaceutical wholesale industry is relatively small, it is a vi-
tal branch within the pharmaceutical sector. In 2010, 772 pharmaceutical
full-line wholesalers throughout the European Union® + 2 countries met the
challenge to supply medicinal products safely, rapidly and continuously,
serving 172,709 retail pharmacies as well as hospitals and dispensing doc-
tors, supplying 513 million people in the EU-25 + 2 countries with medici-
nal products.

Pharmaceutical full-line wholesalers carry the complete assortment of me-
dicinal products required by patients in their country and provide a wide
range of added value services to manufacturers, pharmacies and patients.

A tight distribution network of 2,019 warehouses is the foundation of a con-
tinuous, safe and rapid supply of medicinal products within the EU-25 + 2.

In the six European key markets (France, Germany, Italy, the Netherlands,
Spain and the United Kingdom), 176 pharmaceutical full-line wholesalers
operate 730 warehouses. Furthermore, 104,300 dispensing points are
served, supplying more than 332 million citizens in 2010. In total, 67% of
all pharmaceutical wholesale sales were generated in the countries ob-
served.

Other distributors, like short-line wholesalers and manufacturers engaging
in direct sales, only carry a limited product range of mostly fast turning,
high margin lines and do not offer added value services to their customers.
Furthermore, they do not deliver with the same frequency and operate
without public service functions.

Direct sales from manufacturers have been gaining more and more im-
portance in recent years. Pharmaceutical manufacturers sell their products
directly to the pharmacies in addition to using the pharmaceutical full-line
wholesaling route.

The DTP (Direct to Pharmacy) distribution model was implemented in the
UK in 2007. In the DTP model manufacturers deliver their medicinal prod-
ucts directly to pharmacies through one or more wholesalers who are used
as logistic service providers.

Another model introduced in the UK shortly after the DTP model is the Re-
duced Wholesale Arrangement (RWA), where manufacturers use wholesal-

! The figures cover all countries of the European Union plus Norway and Switzerland, ex-
cept Cyprus and Malta. These two countries have been excluded from the analysis, since
their distribution system is different (it relies on agents).



ers in their role as wholesalers, but do not supply their medicinal products
to all of them.

» Due to the growing importance of alternative distribution systems such as
DTP and RWA in the UK, the market growth rates of wholesalers have been
constantly decreasing in the past years.

» Furthermore, the turnover of the wholesale sector has been negatively af-
fected by reduced margins. In 2010, pharmaceutical full-line wholesalers
generated a total turnover of €136 billion in the EU-25 + 2, 67% (€91 bil-
lion) of which in the six key markets.

A: Turnover (units) by distribution channel - retail market in DE, ES, FR, IT, NL, UK,
2007 & 2010
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* Currently, there are no pharmaceutical wholesalers in UK, carrying the full range of products as none
of the operators receives the full range of medicinal products due to market conditions.

Source: BG Pharma written information 2011, GIRP data 2007-2010, IMS health 2007-2011,
CSRP written information 2011, IPF research 2011

» Since 2001, measures influencing margins directly and indirectly reduced
wholesalers’ margin dramatically by 27.80% on average. For example, a
margin of 10% in 2001 had decreased by 3 percentage points to 7% until
2010.



B: Development of average wholesale margin on pharmacy purchase price and pharmacy
margin on pharmacy retail price excluding VAT in DE, ES, FR, IT, NL, UK, 2001-2010
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Source: IPF research 2011

Pharmacies’ perception of the distribution sector

>

Responding pharmacists from France, Germany, the Netherlands, Spain
and the UK receiving their medicinal products through pharmaceutical full-
line wholesalers showed overall satisfaction with this distribution system.

When ordering their medicinal products via direct sales from manufactur-
ers, the majority of French pharmacists who took part in the survey com-
plained about increasing stock effort.

Pharmacists in Germany, who took part in the survey, expressed concerns
and showed therefore dissatisfaction with regard to order conditions offered
by manufacturers in case of direct sales. Furthermore, they criticized the
decreased discounts. As a result of the reforms of the healthcare system,
which led to a reduction of the wholesale margin, pharmaceutical full-line
wholesalers were forced to cut down their discounts.

In the Netherlands, among the major concerns reported was the increase
of out of stocks and the reduced availability of medicinal products respec-
tively. The reason is that the Netherlands is — compared to its neighbour
countries — a low price country with a high amount of exports.

The respondent Spanish pharmacists were very satisfied with their pharma-
ceutical full-line wholesalers. When ordering products through direct sales
from manufacturers, they were unsatisfied regarding shortages of medici-
nal products, a result of supply problems.

In the UK, the respondents were unsatisfied and concerned about the in-
creasing order and stock effort resulting from the current changes in the
distribution system.



» Distribution through the RWA has also been criticised, due to the increased
pharmacy stock levels and order efforts. Furthermore, the respondent
pharmacists complained that they do not have enough time to provide ser-
vices to the patients. They criticized the ordering system, the range of
products and the cut-off time offered.

» Despite the fast growth of RWA and DTP models in the UK, the respondent
pharmacists mentioned an elevated level of discontent. Pharmacists ex-
plained the high degree of dissatisfaction with unrealistic quotas, which re-
sult in a lack of supply, reduced the availability of medicinal products and
increased their stock problems. As a consequence the respondent pharma-
cists could not meet the patients’ needs and therefore were unable to pro-
vide high-quality service.

» The findings of the pharmacists’ survey can only be considered as a trend,
as the results represent a snap shot of the respondent pharmacists’ opin-
ions.

Efficiency of pharmaceutical full-line wholesaling

» To evaluate an industry’s efficiency, a variety of core indicators such as
market structure, working capital and inventory turnover are being used.

» The importance of the different functions offered by the pharmaceutical
full-line wholesalers are highlighted on the basis of these core indicators.
For example with the full-supply function, pharmaceutical full-line whole-
salers carry and distribute the complete assortment of products in range
and depth to meet the needs of those with whom they have normal busi-
ness relations. Items on stock held by pharmaceutical full-line wholesalers
ranged from 23,500 to 100,000, depending on the size of the market and
the number of products authorized to be marketed.

» Pharmaceutical full-line wholesalers deliver the medicinal products needed
in the required quantity and just-in-time and thereby carry out a public
service function in the countries where they have no legal public service
obligation.

» Pharmaceutical full-line wholesalers operate a close-knit distribution net-
work with high delivery frequencies from their warehouses to guarantee
short-term availability. They also assume a quantity-based buffer function,
stock medicinal products in large quantities and deliver them in the re-
quired amounts pack by pack. As demand for specific medicinal products
varies considerably, pharmaceutical full-line wholesalers have to manage a
complex flow of medicinal products. Inventory turnover differs from prod-
uct to product as well as from country to country, ranging from 29.80 days
in Italy to 19.35 days in the Netherlands. The six countries’ average is



23.68 days, which means stock turnover takes place on average 15 times a
year.

» A just-in-time delivery of medicinal products is essential to guarantee that
patients can start their therapy on time. According to the pharmacists’ sur-
vey carried out in five countries, the respondent pharmacists perceived the
delivery time of pharmaceutical full-line wholesalers to be on average 4.53
hours, with perceived 14.51 deliveries per week (based on national phar-
macies opening hours (weekend and nights), including remote areas. The
perceived delivery time and frequency of deliveries per week is similar to
the delivery time and deliveries per week reported by GIRP’s member or-
ganisations. According to their records, pharmacies are supplied on aver-
age 15.88 times per week within 2.66 hours on average. The consequences
of lack of immediate availability of medicinal products may have serious
consequences on various levels, starting with the patients’ health and con-
cluding with the necessity to revise a large number of clinical guidelines,
due to the fact that they are based on short term availability of medicinal
products.

» Pharmaceutical wholesalers pre-finance nearly the entire market of medici-
nal products, guarantee the continuous supply of all medicinal products and
secure the cash flow of social insurers. In France, Germany, Italy, the
Netherlands, Spain and the UK alone they pre-finance on average €10.2bn
over a period of 41 days. In total, this sum is pre-financed approximately
nine times per year.

C: Pre-financing* DE, ES, FR, IT, NL, UK, 2010
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*As pharmaceutical full-line wholesalers can claim to be representative for all wholesalers in the mar-
kets observed, the calculation of the pre-financing is based on a national pharmaceutical full-line
wholesale basis.

Source: GIRP data 2010, IPF research 2011

» The added value created by pharmaceutical full-line wholesalers offers
manufactures, retail pharmacies and other healthcare providers, as well as
patients, in addition to their core services, benefits which comprise secur-
ing product safety, product recalls, product quality, patient compliance,
special handling, quality management system and many more.



» Pharmaceutical full-line wholesalers fulfil a seasonal, quantitative, financial,
regional and geographical buffer function for the pharmaceutical industry.
They bridge seasonally occurring bottlenecks in peak demand times, dis-
tribute medicinal products in adequate quantities and guarantee a nation-
wide short-term availability of medicinal products.

» For pharmacies, pharmaceutical full-line wholesalers act as external ware-
houses that reduce their stocks as pharmacies receive their ordered prod-
ucts on average within 2.66 hours of the orders given in the six countries
analysed.

» Pharmaceutical full-line wholesalers have a significant macroeconomic im-
pact. Each Euro invested by the pharmaceutical wholesale industry gener-
ates a further €2.02 in the economies of the six countries analysed.

» By creating 2.08 additional jobs in the economy for each working place
created in the pharmaceutical wholesale industry, the multiplying impact of
full-line wholesalers on employment exceeds the industry’s impact on value
added.

» The pooling of orders is a very important function. If all medicinal products
were supplied directly by manufacturers, each pharmacy would have to
contact each manufacturer in order to obtain a complete assortment of
medicinal products. In the six countries observed, the continuous supply of
medicinal products involves more than 703 million transactions® between
pharmaceutical full-line wholesalers, pharmacies and manufacturers each
year. Without pharmaceutical full-line wholesalers, this number would in-
crease dramatically to 97.9 billion transactions per year.

» The comparison of process costs in pharmacies associated with the differ-
ent distribution systems show the difference in time expenditure and
monetary cost (with respect to a single delivery):

2 calculation is based on national pharmaceutical full-line wholesalers.



D: Process costs in the pharmacy per order (pharmaceutical full-line wholesaler vs. direct
sales from manufacturer) in DE, ES, FR, IT, NL, UK, 2011
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Source: De Grip et al. 2003, IfH 2008, Instituto Nacional de Estadistica 2008, Istat (oral infor-
mation), NHS careers 2010, Statistisches Bundesamt Deutschland 2010, WK Pharma 2011, IPF
research 2011

» On a weighted average, pharmaceutical full-line wholesalers are pooling
products of 18.28 manufacturers per delivery.

» The cost difference of one delivery from a manufacturer is €3.38 compared
to one delivery from a pharmaceutical full-line wholesaler.

» The cost difference based on 18.28 deliveries from different manufacturers
is €199.71 compared to one delivery from a pharmaceutical full-line
wholesaler, where products of 18.28 manufacturers are bundled.

E: Scenario: Impact on process costs per pharmacy per year (pharmaceutical full-line
wholesaler vs. direct sales from manufacturers) in DE, ES, FR, IT, NL, UK, 2011
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Source: Bureau of Labor Statistics 2010, Center for Healthcare supply chain research 2007, De
Grip et al. 2003, Instituto Nacional de Estadistica 2008, Istat 2009, IPF research 2011 (question-
naires), OECD 2008, Statistisches Bundesamt Deutschland 2010



» The process costs for pharmacies will increase without pooling from
€6,587.63 to €42,877.51 per year, resulting in a cost difference of
€36,289.88, if 25% of wholesale deliveries are delivered by the manufac-
turers directly.

» Direct distribution with deliveries amounting to 50% of wholesale deliveries
would increase the process costs by €79,167.40 per year and pharmacy.

In conclusion:

» The effective and efficient functioning of the healthcare industry in Europe
is guaranteed as pharmaceutical full-line wholesalers are funding and hold-
ing buffer stocks and therefore provide the necessary working capital.

» Pharmaceutical full-line wholesalers help reduce transaction costs, secure a
safe, rapid and continuous supply of medicinal products and help generate
value along the pharmaceutical supply chain by providing additional ser-
vices.

» Furthermore, pharmaceutical full-line wholesalers are vital and reliable
partners for policy makers. They help to find strategies and solutions for
the current and future challenges in the European pharmaceutical sector
together with policy makers, pharmaceutical manufacturers, pharmacies,
other healthcare professionals, insurers, members of mutual health funds
and patient representatives.



1 Introduction

The starting point of our discussion rests on the well-known principle that medici-
nal products are developed, tested and ultimately produced by pharmaceutical
companies and subsequently made available to patients through pharmacies and
other persons/outlets authorised to supply medicinal products to the public.

The pharmaceutical supply chain focuses on the needs of the patients. The contin-
uous availability of medicinal products is therefore essential. This is why a sophis-
ticated network of pharmaceutical full-line wholesalers has been put in place to
ensure the continuous supply of all medicinal products to pharmacies and other
healthcare professionals whenever and wherever needed. The pharmaceutical full-
line wholesalers have proven to be an essential part of the supply chain, securing
a vital and reliable link between pharmaceutical manufacturers, pharmacists, dis-
pensing doctors and hospitals.

The pharmaceutical full-line wholesaling sector has experienced great transfor-
mations in the past decades due to the influences wielded by national and Europe-
an legislation, associated with the constant pressure of reductions of prices and
margins. Due to a process of market consolidation, the number of pharmaceutical
full-line wholesalers has reduced, thereby increasing market concentration. The
sector has constantly fought to maintain the customer satisfaction at a very high
level by delivering the products in a safe and timely manner, as well as offering to
both manufacturers and pharmacies a wide range of services. These additional
services created added value for supply chain partners, which in turn enhanced
the efficiency of the pharmaceutical distribution sector (Clement et al. 2005).

At the same time, pharmaceutical full-line wholesalers strived to build and main-
tain a cost-effective business model. Thus, they adopted new strategies, such as
vertical integration (up and down) in the supply chain and regional expansion.

Against this background, the study commissioned by GIRP seeks to analyse the
structures, characteristics, efficiency and performance of pharmaceutical full-line
wholesalers as the main providers of medicinal products in the context of alterna-
tive distribution systems such as pharmaceutical short-line wholesaling, direct
sales or Reduced Wholesale Arrangements (RWA) and Direct to Pharmacy (DTP)
arrangements. The study attempts to present a comprehensive picture of the
pharmaceutical wholesale sector, focusing on a variety of different functions
(stock-keeping, pre-financing / working capital, carrying the debtors risk, delivery,
full-supply function and the immediate availability of medicines), its benefits for
the industry, pharmacies and the public as well as its macroeconomic impact (in-
put-output-integration and multiplying effects).

Why pharmaceutical full-line wholesalers are called upon for the distribution of
medicinal products and their role in the economy are main facets considered in
this study.



The existence of pharmaceutical full-line wholesalers enables the supply chain par-
ticipants to focus on their core tasks: pharmaceutical companies on the develop-
ment, production and marketing of medicinal products, pharmacies on dispensing
and counselling and doctors on diagnostics and prescriptions of treatments, all this
to the benefits of patients.



2 Approach and Methodology

Purpose of the study

The aim of this study is to analyse the role and functions of the pharmaceutical
full-line wholesalers as the main provider of medicinal products in comparison to
alternative distribution systems such as pharmaceutical short-line wholesaling,
direct sales or other selective distribution systems like Reduced Wholesale Ar-
rangements (RWA) and the Direct to Pharmacy (DTP) arrangement. The im-
portance of the full-line wholesaling model is analysed not only from an economic
viewpoint, but also from the perspective of the role it plays in the public health
system as a whole. This study uses qualitative and quantitative research based on
primary and secondary data to illustrate the performance of the pharmaceutical
full-line wholesale sector.

Six research questions were developed in order to prove the value of the pharma-
ceutical full-line wholesaling model:

» What is the role of pharmaceutical full-line wholesalers in the European
pharmaceutical distribution sector and how can it be reflected by core indi-
cators?

» What functions do pharmaceutical full-line wholesalers offer towards their
supply chain partners and in which way do they contribute towards their ef-
ficiency?

» What services do pharmaceutical full-line wholesalers provide and what is
the created added value for stakeholders (up and down) of the pharmaceu-
tical supply chain and for the public?

» How satisfied are pharmacists with the distribution systems they use and
where do they identify potential risks and problems with regard to the dis-
tribution process?

» What is the pharmaceutical full line wholesale sector’s contribution to the
overall economy - how much value added and jobs are created by pharma-
ceutical full-line wholesalers?

» What are the challenges faced by the pharmaceutical wholesale sector and
how could future trends affect the pharmaceutical distribution landscape?

Data source

The study considers core indicators representative for all countries of the Europe-
an Union plus Norway and Switzerland, with the exception of Malta and Cyprus.
The latter two Member States have been excluded from the analysis, because
their distribution systems are different from the rest of the EU. The medicinal
products in these countries are distributed through an agency-based arrangement.
As the markets excluded from the scope of observation are rather small, the re-
sults of the analysis claim to be representative for all 27 countries of the EU plus



Norway and Switzerland. Due to the fact that France, Germany, Italy, the Nether-
lands, Spain and the United Kingdom (UK) represent the biggest European phar-
maceutical markets, in-depth analyses for these countries were made. Moreover,
these countries are defined as key markets in this study.

The necessary data were obtained from primary and secondary sources:

» First, an online questionnaire addressing pharmacists of five out of the six
European major markets (France, Germany, the Netherlands, Spain and
the UK) was designed and translated into the national languages. Due to
the lack of response, Italy has been excluded from analysis. From March to
October 2011, 473 pharmacists from the above-mentioned countries par-
ticipated in the survey. The systematic empirical investigation was carried
out with the analysis software PASW (Predictive Analysis Software). The
English version of the questionnaire is included in Annex 4.

» Second, an additional questionnaire addressing GIRP full-member associa-
tions and direct-member companies (or groups) active in Germany, France,
Italy, the Netherlands, Spain and the United Kingdom was created to ob-
tain detailed information about core indicators such as the percentage of
safety stock in % of total stock value, the number of different product ref-
erences (SKU’s) stocked, the inventory turnover rate in days, etc. This sur-
vey was conducted by e-mail from May to June 2011. A return rate of 86%
was achieved. The analysis of the data was carried out with Microsoft Excel
(for questionnaire template see Annex 5).

» Third, additional data was provided by the European Association of Phar-
maceutical Full-line Wholesalers (GIRP), consisting of GIRP’s annual report
and key statistical data gathered from its members.

» Further data has been sourced from IMS Health and systematic literature
research, which verified the empirical findings.

The following notes have to be considered when reading the study:

» The wholesale sector’s sales are computed on a pharmacy purchase price
level before discounts and without value added tax.

» The findings of the pharmacist’s survey have to be considered as a snap
shot of the individual’s opinion at a particular moment in time. Moreover,
the results are illustrating a trend.

» Due to calculation in Microsoft Excel 2010, please note that possible round-
ing differences may occur.

The company data as well as the data from the pharmacies are presented on an
aggregated level and therefore none of the statements in this report can be at-
tributed to any of these companies or pharmacies individually.



Course of the Analysis

The study was structured in four different key chapters aiming to answer the
aforementioned research questions. To reach this aim the following analyses have
been conducted:

>

The first chapter presents a general description and overview of the Euro-
pean pharmaceutical distribution landscape, focusing on the six biggest
pharmaceutical markets.

The structure of the sector and its development are described by the core
indicators, market structure and sales.

The efficiency of pharmaceutical distribution as a whole is observed, focus-
ing on wholesaling. The analysis investigates the function of the pharma-
ceutical full-line wholesalers with the help of efficiency indicators.

Qualitative research and the findings of the pharmacy and company sur-
veys demonstrate the benefit for the pharmaceutical full-line wholesalers’
supply chain partners (industry, pharmacy and public).

The contribution of the pharmaceutical full-line wholesale sector to the
overall efficiency of the pharmaceutical distribution chain was examined by
a model based on the hypothesis that the nhumber of transactions in a ver-
tical distribution system depends on the presence or absence of intermedi-
aries in the distribution chain.

Finally, the study provides a forecast on future trends and challenges,
which may influence the development of pharmaceutical distribution.



3 Pharmaceutical Distribution in Europe

This chapter gives a brief overview of the European pharmaceutical distribution
landscape. First, the role of the pharmaceutical wholesale sector in the context of
the distribution system is described. Second, the market structure is highlighted
by showing the different ways to obtain pharmaceutical products. Finally, the im-
pact of alternative distribution systems on the pharmaceutical full-line wholesalers’
turnover is presented.

3.1 The role of the pharmaceutical wholesale sector

In Europe, the majority of medicinal products reach the patient through the tradi-
tional distribution pathway: manufacturer - (pre-wholesaler) > pharmaceutical
full-line wholesaler - retail pharmacy > patient. In some cases, a pre-wholesaler
is part of the supply chain, linking the manufacturer and the pharmaceutical full-
line wholesaler (GIRP oral information 2011).

Although the pharmaceutical distribution landscape is undergoing changes, phar-
maceutical full-line wholesalers still occupy a central position in the supply chain
(Bunte et al. 2007). Some of the most significant changes such as the increase of
direct sales or the development of new pharmaceutical distribution models in the
UK are discussed later on in this chapter.

Nearly three-quarters of all medicinal products which are sold in Europe are dis-
tributed through pharmaceutical full-line wholesalers. Most of the medicinal prod-
ucts, namely 93%, distributed by pharmaceutical full-line wholesalers are sold to
retail pharmacies, followed by hospital pharmacies with four per cent (figure 1)
(Blnte et al. 2007, GIRP data 2010).

Figure 1: Percentage of medicinal products (quantity) distributed by
pharmaceutical full-line wholesalers in DE, ES, FR, IT, NL, UK*, 2010

Pharmaceutical full-line wholesaler
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92.75% 4.03% 1.43% 1.88%
Retail Hospital Drugstores & Dispensing
Pharmacies Pharmacies Others doctors

* Please note that in UK no wholesaler stocks all medicinal products due to market conditions
Source: GIRP data 2010, IPF research 2011



The main aspect distinguishing pharmaceutical full-line wholesalers from other
distributors in the supply chain is the fact that they carry the full range of medici-
nal products (Clement et al. 2005, Roland Berger 2010). France, Germany, Italy
and Spain have national Public Service Obligations (PSOs). The aim of these obli-
gations is to guarantee that through a permanently available, adequate range of
medicinal products, the requirements of a specific geographical area — no limita-
tion of “logistical easy” areas — are met and requested medicinal products can be
delivered immediately over the whole area in question. Under ‘normal’ market
conditions, this is not guaranteed (GIRP 2009).

Moreover, pharmaceutical full-line wholesalers make no difference between fast-
moving or seldom used, but equally vital medicinal products. By holding the full
range of medicinal products on stock, full-line wholesalers ensure for example that
manufacturers’ supply problems in the event of an emergency (e.g. pandemics) do
not compromise a critical situation (Clement et al. 2005, Roland Berger 2010).

Given their critical role, it is not surprising that pharmaceutical full-line wholesal-
ers operate under strict legal frameworks, such as the Community Code
2001/83/EC relating to medicinal products for human use, recently updated by the
Falsified Medicines Directive - Directive 2011/62/EU - (European Parliament 2010)
as well as the Good Distribution Practice Guidelines of Medicinal Products for Hu-
man Use published in 1994.

Pharmaceutical full-line wholesalers have to guarantee an economical and efficient
distribution network. Their role is to ensure the continuous supply of medicinal
products to pharmacies and other dispensing points. Furthermore, they have to
simplify the pharmacies’ restocking by providing an efficient order and supply ser-
vice. These functions are described in detail in chapter 5.1.

According to the European Commission Guidelines on Good Distribution Practice of
Medicinal Products for Human Use (94C63/03), which are currently submitted for
revision, pharmaceutical wholesale distributors must comply with regulation in the
following areas:

» personnel (training, etc.) » returns (non-defective medici-
nal products, recalls, counter-
feits, etc.)

» documentation (orders, procedures, P self-inspections

records)

» premises and equipment (receipt, » provisions of information to

storage, temperature) Member States in relation to

wholesale activities
» deliveries to customers

Source: European Economic Community 1994 (GDP Guidelines 94C63/03)



In France and Italy for example, pharmaceutical full-line wholesalers must hold
more than 9/10 of medicinal products in stock, regardless of their reimbursement
status. Furthermore, pharmaceutical full-line wholesalers must be able to deliver
within a very short time frame, which varies by country between 12 and 24 hours.
In some countries, it is legally required to have a two-week supply capacity for
usual consumption and to hold minimum quantities of medicinal products on stock
(e.g. France) (CSRP 2010, GIRP 2011).

772 pharmaceutical full-line wholesalers ensured a safe, rapid,
continuous and cost-effective supply of medicines and medical
products for the 25 countries of the European Union plus Norway
and Switzerland in 2010 (figure 2).

Figure 2: Dimensions of pharmaceutical full-line wholesaling, 2010
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Source: EUROSTAT, GIRP data, IPF research 2011

Figure 2 highlights the dimension of the pharmaceutical full-line wholesalers in the
EU-25 + 2 in 2010, where 772 pharmaceutical full-line wholesalers operate 2,019
warehouses, serve 172,709 retail and hospital pharmacies and dispensing doctors
and supply 513 million people in the European Union + 2 with medicinal products
(EUROSTAT 2011, GIRP data 2010).

In total, 67% of the pharmaceutical wholesale sales were generated by full-line
wholesalers in the observed six countries. In these countries 176 (21 of them on a



national basis) pharmaceutical full-line wholesalers operated 730 operating sites
and served 104,300 dispensing points which supplied more than 332 million citi-
zens (EUROSTAT 2011, GIRP data 2010).

3.2 Market structure

This section analyses the different distribution models and gives a brief overview
of the country-specific distribution systems of the key markets observed.

Pharmacies obtain their medicinal products through different distribution channels.
They buy their medicinal products from pharmaceutical full-line wholesalers,
pharmaceutical short-line wholesalers and/or directly from pharmaceutical manu-
facturers. In recent years, new distribution models have emerged, especially in
the UK, where pharmaceutical full-line wholesalers are no longer operating as a
one stop shop (Blnte et al. 2007, GIRP oral information 2011).

3.2.1 Pharmaceutical distribution models

Pharmaceutical full-line wholesalers play a vital role in the supply chain of medici-
nal products. They carry the complete assortment of medicinal products marketed
in the countries in which they operate. Through their activities they provide a wide
range of added value services to manufacturers, pharmacies and the patients. In
the context of the pharmaceutical full-line wholesaling model, pharmaceutical
manufacturers sell their products to all pharmaceutical full-line wholesalers estab-
lished in the particular markets. Pharmaceutical full-line wholesalers compete on
service level as well as on price to become pharmacies’ main suppliers (figure 3)
(Blinte et al. 2007, OFT 2007a, OFT 2007b).

Figure 3: Pharmaceutical distribution in the pharmaceutical full-line
wholesaling model
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Other distributors, such as short-line wholesalers or manufacturers through direct
sales, carry only a limited product range (their own products) of mostly fast turn-
ing, high margin lines and typically do not offer added value services to their cus-
tomers. Moreover, in most of the cases, pharmaceutical short-line wholesalers do
not deliver with the same frequency as pharmaceutical full-line wholesalers. They
also operate mostly outside the context of public service functions. For example:
around 1,675 wholesale distribution licenses have been issued in the UK. Never-
theless, only nine wholesalers (six regional and three national) are active in the
UK market and operate in the closest possible way to the manner in which phar-
maceutical full-line wholesalers operate (BAPW written information 2011, GIRP
oral information 2011, OFT 2007b).

Direct sales from manufacturers have gained momentum in recent years. As
shown in the right part of figure 4, pharmaceutical manufacturers, in using their
direct sales system sell their own medicinal products directly to the pharmacies,
however in parallel they also supply to pharmaceutical full-line wholesalers (GIRP
oral information 2011).

In 2007, Pfizer UK introduced a new model of distribution, referred to as the Di-
rect to Pharmacy (DTP) model. Under DTP, pharmaceutical manufacturers deliver
their medicinal products directly to pharmacies using the services of one or more
logistic service providers. Within the context of the DTP model, pharmaceutical
full-line wholesalers operate as the logistic service providers and however they do
not take ownership of the medicinal products they distribute (figure 4) and are
remunerated on a fee for service basis. In DTP models only those logistic provid-
ers are able to distribute the products falling under the DTP contracts (GIRP oral
information 2011, OFT 2007a).

Figure 4: Pharmaceutical distribution in the DTP vs. direct sales model
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Source: GIRP data 2010, IPF research 2011
Today, as a direct result of the DTP distribution model, no wholesaler in the UK

carries the full assortment of medicinal products. The wholesalers which are not
contracted by manufacturers for the distribution of their products falling with the
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scope of the DTP model are prevented from accessing these products and thus
prohibited from fulfilling their core role and function in the typical sense of operat-
ing as a pharmaceutical full-line wholesaler (GIRP oral information 2011).

Subsequent to the introduction of the DTP model pharmaceutical manufacturers in
the UK also introduced another restrictive distribution approach. This other model
is referred to as Reduced Wholesale Arrangements (RWA). Under RWA, pharma-
ceutical manufacturers limit the number of wholesalers to which they provide their
medicinal products and as such do not supply to all wholesalers - for example
they restrict supplying their medicinal products to only two or three wholesalers
which results in other wholesalers not being in a position to provide those prod-
ucts as part of their product range of stock and reducing them in their role as
pharmaceutical (full-line) wholesalers. In the RWA model, pharmaceutical manu-
facturers sell the stock to selected wholesalers thus pharmaceutical full-line
wholesalers still become the owners of the medicinal products falling with RWA
agreements, whereas other (full-line) wholesalers do not have access to those
products (figure 5). According to GIRP, a full-line wholesaler ensures the pur-
chase, warehousing, storage, order preparation and delivery of medicines. Phar-
maceutical full-line wholesalers carry and distribute the complete assortment of
products in range and depth within the framework set by the authorities and the
market to meet the needs of those with whom they have normal business rela-
tions. In addition to delivering all medicines in their geographical area of activity
on the same day/with less than 24 hours, pharmaceutical full-line wholesalers
provide working capital and extended financing services, funding of stock and re-
ceivables of pharmacies and health care professionals (GIRP oral information
2011).

Figure 5: Pharmaceutical distribution in the DTP vs. RWA model
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Due to the fact that pharmaceutical manufacturers are globally rethinking their
distribution channels, the distribution of medicinal products in Europe has seen
many changes in recent years (Blnte et al. 2007). As discussed above and in
chapter 3.3, different models of direct distribution are emerging in the market
place. Moreover, the market share of medicinal products being distributed through
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direct sales is increasing. However, referring to the considerations taken into ac-
count in this study one can conclude the new approaches are not the best way
forward in terms of efficiency and societal benefits as out of the five distribution
models described above, only pharmaceutical full-line wholesaling offers special
features such as a high delivery frequency of the full product range of medicinal
products available on any given market when no market restrictions are imposed.

3.2.2 European pharmaceutical distribution landscape

This section analysis the distribution system of the key European markets under
consideration in this study.

Most of the distribution systems in the European Union are multichannel systems
with full-line wholesaling, short-line wholesaling and direct sales (GIRP oral infor-
mation 2011).

Pharmaceutical full-line wholesalers operate on a national or regional level. In the
case of national distribution, pharmaceutical full-line wholesalers have established
nationwide distribution networks, with strategically placed warehouses. Regional
wholesalers only serve retail pharmacies, hospitals and other dispensing sites in a
limited geographical area (Clement et al. 2005).

Due to the fact that neither European nor national legislation offers clear defini-
tions or classifications of the operators in the distribution chain, most national au-
thorities grant a high number of distribution licenses. As a result, a wide and di-
verse range of different operators are active in the supply chain, even in markets
where their activities are theoretically prohibited (for example in France and
Spain) (GIRP 2008).

Table 1 gives an overview of key features of the pharmaceutical distribution sys-
tems in the key markets observed.

Table 1: Overview of key features of the pharmaceutical distribution sys-
tems in DE, ES, FR, IT, NL, UK, 2011

DE ES FR IT NL UK
type o:yl.‘lslts::‘butlon multichannel multichannel multichannel multichannel multichannel multichannel
full-line wholesaling**
full-line wholesaling full-line wholesaling full-line wholesaling . 3 full-line wholesaling short-line wholesaling
distribution through short-line wholesaling  short-line wh ing short-line wholesaling* full-lér‘];gh:alle:salmg short-line wholesaling direct sales
direct sales direct sales direct sales direct sales DTP
RWA
wholesale licenses 4,000 300 25 650 300 1,675
regional full-line s 55 3 83 o G
wholesalers
national full-line 5 3 3 5 5 3
wholesalers
national PSO's Yes Yes Yes Yes No No
wholesaler deliver to No Yes No No Ves Vos
hospitals
O deliveries/day 3.3 3 2 3 1 2

* Theoretically, there are no pharmaceutical short-line wholesalers in ES, FR (as mentioned above)
** Currently, there are no wholesalers in the UK carrying the full range of products as none of the
operators receive the full range of medicinal products, due to market conditions.

Source: GIRP, Megia, OFT
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3.3 Development of market share and margins

This section deals with the development of the market share of pharmaceutical
full-line wholesalers in the key markets observed and the development of whole-
sale and pharmacy margin over the last nine years. Furthermore, the impact of
alternative distribution systems will be considered.

3.3.1 Market share

The market growth rates of the full-line wholesaling sector in some observed
countries are decreasing due to the growing importance of alternative distribution
systems such as DTP and RWA in the UK, as well as the increase of direct sales in
many other countries (figure 6) (Thormann et al. 2007).

Due to new regulations curbing pharmaceutical expenditure, the turnover of the
wholesale sector has been negatively affected by reduced margins, which were
due to legal impacts, (see point 3.3.2) and the increasing number of patents ex-
piring, leading to a growing number of cheaper products. At the same time, highly
innovative products are distributed increasingly through alternative distribution
channels, negatively affecting the wholesale turnover (GIRP 2011 - oral infor-
mation).

An important factor influencing the market growth rate of the pharmaceutical full-
line wholesale model versus the direct sales model is the difference in pharmaceu-
tical portfolios. Due to their public service function, pharmaceutical full-line whole-
salers have to handle all medicinal products, whereas pharmaceutical short-liners
and direct sales distributors can decide to predominantly distribute specialty, high
volume and high margin products (“cherry picking”) (GIRP 2009, GIRP 2011).
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Figure 6: Turnover (units) by distribution channel - retail market in DE,
ES, FR, IT, NL, UK, 2007 & 2010
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* Currently, there are no wholesalers in the UK carrying the full range of products.
Source: BG Pharma written information 2011, CSRP written information 2011, GIRP data 2007-
2010, IMS health 2007-2011, IPF research 2011

In 2010, pharmaceutical full-line wholesalers generated a total
turnover of €136 billion in the EU-25 + 2.

In the six analysed countries the enormous turnover of €91 billion was generated
by only 176 wholesale companies, which hold 730 operating sites. They guarantee
the continuous supply of 104,300 dispensing points and for the 332 million citizens
of the observed key markets (GIRP 2010, EUROSTAT 2011).

3.3.2 Development of the wholesale margins

Generally, price changes of recent years had a negative impact on wholesalers’
margin. Pharmaceutical full-line wholesalers have almost no possibility to control
their profits as their margins are regulated (with the exception of the Netherlands,
where this is not the case) and they cannot influence the demand of medicinal
products, nor their prices, which are mostly regulated by national authorities
(Clement et al. 2005).

Pharmaceutical full-line wholesaling has a B2B (business to business) function,
meaning that wholesalers not only suffer from the reduction of their own margin,
but also feel the knock-on effect of a reduction in pharmacy margin or a reduction
in the prices of medicinal products (GIRP 2011 - oral information).
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Figure 7: Development of average wholesale margin on pharmacy purchase
price and pharmacy margin on pharmacy retail price excluding VAT in
DE, ES, FR, IT, NL, UK, 2001-2010
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Source: IPF research 2011

The decrease in the pharmacy margin is not as high as the wholesalers’ margin.
The pharmacy margin decreased since 2001 by 11.1%, as shown in figure 7. The
average drop of percentage points was 2.88.

Measures influencing margins directly and indirectly reduced
wholesalers’ margins dramatically since 2001 by 27.8% on aver-
age. As an example this means, that a wholesalers’” margin of
10% in 2001 would have decreased by 3 percentage points to
7% until 2010.
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4 Pharmacies’ perception of the distribution sector

The online questionnaire aimed to obtain detailed information about pharmacists’
satisfaction with the pharmaceutical distribution system and to detect potential
concerns associated with the different distribution channels. The survey has been
carried out electronically from March to October 2011 and the target respondents
were pharmacists in France, Germany, the Netherlands, Spain and the UK. Italy
could not be included in the analysis due to the lack of responses. The total num-
ber of pharmacists who participated in the study is 473.

The pharmacist’s questionnaire was divided into four major parts:

» general information » concerns about the future
» problems associated with the » satisfaction with the distribution
distribution systems in use systems in use

The results of the online questionnaires are presented in the following section,
starting with the current issues. Concerns the respondent pharmacists expressed
about the future are discussed in point 6.1.

Please note the following when reading the results:

To guarantee a better readability of the text, the results of the survey are pre-
sented in rounded figures. Detailed results are shown in the graphics and in Annex
3.

Due to the fact that the results represent a snap shot of the respondent pharma-
cists’ opinion, the findings can only be considered as a trend. Moreover, it can be
noticed that the satisfaction level as well as the services provided by the different
distribution systems are difficult to compare, because different expectations may
be subject to the respective satisfaction level.

An inevitable feature of any survey is the bias that self-selection may introduce,
which is not easily quantifiable. A second source of potential bias concerns leading
questions.

To minimise the bias from the leading questions, the questionnaire was designed
in a balanced way and aimed to be of relevance to all respondents. The questions
were formed in a neutral way. Furthermore, a number of open-ended questions
were included to allow respondents to write comments.

The answers given by the respondent pharmacists on the open questions (see An-
nex 4) were clustered, whereas the most frequent statements are presented in the

following and in Annex 3 respectively.

The results were interpreted as pharmacists being satisfied, if the majority of the
respondents expressed no concerns.
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4.1 Pharmacists’ main concerns

With the aim of obtaining detailed information on issues associated with the differ-
ent distribution models and the issues faced by the pharmacists in obtaining their
supplies, the section of the questionnaire on the “problems associated with the
distribution system in use” was divided into three main sections:

» General concerns with the distribution system (e.g. increased pharmacy
stock effort, order effort like extra staff time or time needed for an order)

» Problems concerning the service level (e.g. cut-off time offered, orderlines
like minimum orders, provide service to patients such as waiting times to
receive their medicinal products)

» Problems concerning the safety of medicinal products during distribution
(e.g. safety of transport and protection against falsified medicinal products)

For each section respondents were invited to select a list of potential answers.
Furthermore, in order to collect as much information as possible on the viewpoints
of pharmacists, respondents also had the opportunity to elaborate on additional
problems not suggested in the range of possible answers.

In the following section, the major key viewpoints collected from the pharmacists’
questionnaire are presented. The original questionnaires as well as the detailed
study findings are presented in Annex 3 and 4.

4.1.1 Pharmaceutical full-line wholesalers

Generally speaking, the findings arising from the input provided by the respond-
ents show that there is an overall high level of satisfaction with pharmaceutical
full-line wholesalers. No major problems were reported. A minority of 5-6% of
respondents in the Netherlands and the UK mentioned concerns about stock
shortages and the availability of medicinal products in the market place. Respond-
ents in the UK were dissatisfied and concerned with the increasing stock and order
effort involved when ordering their supplies of medicinal products due to changes
in the overall distribution system.

A clear majority of 71% of French pharmacists who took part in the survey faced
no problem and were therefore satisfied with the process of obtaining their sup-
plies through pharmaceutical full-line wholesaler with regard to the stocking and
order efforts involved. 76% of the respondent French pharmacists hardly ex-
pressed any concerns and were therefore satisfied with the possibility to provide
service to patients when ordering their medicinal products through this distribution
model. Nearly all respondents (88-94%) had no concerns with regard to the safety
of medicinal products received. Only a minority of 8% referred to issues of supply
quotas and delivery mishaps such as damaged products as being problematic.
Moreover, 6% of the respondents complained about the availability of products
(out of stocks).
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Most of the respondent German pharmacists were satisfied with obtaining their
supplies through pharmaceutical full-line wholesalers and raised no major con-
cerns with this distribution model. In this regard, 74% did not see any issue relat-
ed to the stock effort and 64% did not see any problems related to the order ef-
fort involved. Again, only 1% of the German respondents mentioned financial con-
straints or damaged products as being problematic and 2% of the respondents
indicated the discounts as a problem.

The majority of the respondents from the Netherlands indicated no problem with
obtaining their supplies of medicinal products through pharmaceutical full-line
wholesalers. Most of the Dutch respondents expressed no concerns and were
therefore satisfied with the service level such as financial support, delivery ar-
rangements or the possibility to provide service to the patients. A small number of
respondents (6%) complained about the availability of products. Other problems
faced by 1% of the participants were for example unreliable deliveries.

68% of the respondents from Spain did not raise any issues related to the phar-
macy stock effort and 87% did not mention any problem related to the order ef-
fort connected with obtaining supplies from pharmaceutical full-line wholesalers.
While a minority of 4% perceived problems and therefore indicated dissatisfaction
with deliveries, no details were given. The overall majority of the respondents ex-
pressed no concerns either about the service level or the safety of transport.

As mentioned earlier, due to changes introduced by manufacturers, the distribu-
tion system in the UK has changed dramatically. As a result of the changes no
wholesaler in the UK carries the full range of medicinal products hence it is not
possible to define UK wholesalers as full-line wholesalers. Therefore, the results
related to pharmaceutical full-line wholesalers and pharmaceutical short-line
wholesalers have been pooled together and collectively assessed (for the purposes
of presenting the result for the UK) as ‘wholesalers’ (GIRP 2011 oral information).
Interestingly, when compared to other countries which have not witnessed radical
changes to their national distribution system, 45% of the respondents from the
UK, which received their medicinal products from wholesalers, referred to in-
creased problems with pharmacy stock effort and 47% with the order-effort. The
inference here indicates that there is a correlation between increased distribution
complexity and obtaining supplies. Furthermore, 5% complained about supply
quotas, due to the fact that manufacturers refuse to fill order for the required
supplies, if they believe that a pharmacy has ordered an excessive amount of
products. The majority of the pharmacists in the UK, who took part in the survey,
did not complain about the service level or the safety of transport provided by
wholesalers. 5% of respondents mentioned that they had concerns about out of
stocks and 2% indicated fuel surcharge as a problem with regard to the service
level.
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4.1.2 Pharmaceutical short-line wholesalers

As mentioned in section 3.2.2, pharmaceutical short-line wholesalers only operate
in Germany, the Netherlands and in the UK. Due to the fact that the results for
wholesalers (full-line and short-line) in the UK were pooled together, this section
only represents the findings of Germany and the Netherlands.

In Germany 38% of the respondents mentioned an increased pharmacy stock ef-
fort, arising from the process of obtaining supplies from short-line wholesalers as
a problem. Concerning the service level offered by these operators, half of the
respondents complained about the limited range of products.

In the Netherlands, more than half of the respondents (56%) expressed concern
about the order effort, referring to the extra time required by staff to deal with the
ordering process and 39% complained about the increasing stock effort involved in
obtaining supplies from pharmaceutical short-line wholesalers. 39% of the re-
spondents raised certain concerns about the service level of pharmaceutical short-
line wholesalers when referring to the convenience of and the ease of access to
the order system, the amount of products available and the predictability of deliv-
ery times.

4.1.3 Direct sales from manufacturers

While there was an overall fairly high level of satisfaction with direct sales from
manufacturers, respondents from France, Germany, the Netherlands, Spain and
the UK raised concerns about the possibility to provide service to patients when
receiving medicinal products from this distribution system.

The majority of the French respondents (61%) complained about the increasing
stock effort involved in ordering medicinal products through the direct sales mod-
el. 46% referred to increased order effort such as extra staff-time or the time
needed for an order. Concerning the service level offered by direct sales from
manufacturers and the safety of the transported medicinal products no major con-
cerns were reported by the respondents.

According to the survey, more than half of the responding German pharmacists
complained about increased pharmacy stock (61%) and order-effort (54%) when
ordering medicinal product through the direct sales model. The majority of re-
spondents (56%) expressed concerns about the possibility to provide service to
patients.

From the Dutch respondents, 41% expressed no concerns about and were there-
fore satisfied with the pharmacy stock effort in comparison to 27%, who ex-
pressed concerns. 36% of the respondents complained about the order-effort re-
lated to extra staff time or time needed for an order. Furthermore, 41% of the
respondents in the Netherlands complained about the inconvenience and access to
the order system used in the direct sales model.
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About one third of the respondents from Spain complained about the increasing
stock and order effort involved in ordering medicinal products through direct sales.
More than half of the respondents (53%) mentioned that they had problems con-
cerning the possibility to provide service to patients when receiving their pharma-
ceutical products through direct sales from manufacturers.

Nearly all of the respondents from the UK expressed concerns with both the in-
creased pharmacy stock (83%) and order effort (86%) involved when ordering
medicinal products through the direct sales model. The vast majority (90%) men-
tioned that they face constraints regarding the possibility to provide service to
patients. Further major concerns mentioned include the lack of predictability of the
delivery time (85%), the delivery arrangements (76%), the inconvenience and
difficult access to the ordering system of the operators (76%), the frequency of
delivery (73%) as well as the cut-off time offered (68%).

4.1.4DTP

Direct to Pharmacy (DTP) is one of the two distinctive new distribution models
which have developed in recent years in the UK. According to an Office for Fair
Trade (OFT) market study (2007) experts highlighted concerns that this type of
distribution model may not be able to meet the actual demand for medicinal prod-
ucts, largely due to the fact that manufacturers are in a position to restrict access
to supplies of their medicinal products if they believe that a pharmacy has ordered
an excessive amount of products (PSNC 2007). The current study supports these
indicated concerns which are presented in the following section. Recent changes in
pharmaceutical distribution in the UK triggered numerous complaints by pharma-
cists in connection with the increasing effort to store, order and deliver medicinal
products. Moreover, pharmacists worry about the availability of medicinal prod-
ucts. These findings are comparable to those of a British study, carried out in
2010 (Kietzmann 2010).

An overwhelming 99% of the respondents complained about the increased order-
effort involved in ordering through the DTP model. Increased pharmacy stock ef-
forts cause major problems to 97% of the respondents. 92% of respondents face
restraints in providing service to the patients, 74% indicated problems with the
cut-off times, 69% with predictability of delivery time and 63% with the low fre-
quency of delivery.

4.1.5RWA

Respondents from the UK faced problems with and were therefore dissatisfied with
the Reduced Wholesale Arrangements (RWA) as a distribution model. 95% of the
respondents criticised the increased pharmacy stocks and order efforts involved in
ordering medicinal products through RWA models. 86% of respondents faced con-
straints in providing service to patients when the products concerned are delivered
through RWA models; 74% mentioned problems with inconvenience and access to
the ordering systems. 71% of respondents indicated problems with the range of
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products, 59% with delivery arrangements and 42% with the frequency of deliv-
ery.

4.2 Satisfaction with different distribution models

Despite the fast growth of RWA and DTP models in the UK, the respondent phar-
macists mentioned a high degree of discontent. Some of the reasons mentioned
were additional workload/paperwork, bottlenecks, low delivery frequency, lack of
invoicing transparency and logistic hurdles.

The results concerning the satisfaction with regard to the distribution system are
presented below:

Figure 8 shows the results concerning distribution through the pharmaceutical full-
line wholesalers.

Figure 8: Satisfaction with the distribution system — pharmaceutical full-
line wholesalers in DE, ES, FR, NL, UK, 2011

full-line wholesalers DE full-line wholesalers ES
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full-line wholesalers FR
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* Currently, there is no pharmaceutical wholesaler in the UK, carrying the full range of medicinal prod-
ucts. Therefore, the results of pharmaceutical full-line wholesalers and short-line wholesalers are
pooled as wholesalers.

Source: IPF research 2011, Pharmacy questionnaires

In most of the countries considered more than three quarters of the respondent
pharmacists were satisfied with the distribution through pharmaceutical ‘full-line’
wholesalers. The satisfaction of the pharmacists ranged from 99% in Spain to
72% in the UK.
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Figure 9: Satisfaction with the delivery time — pharmaceutical full-line
wholesalers in DE, ES, FR, NL, UK, 2011
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* Currently, there is no pharmaceutical wholesaler in the UK, carrying the full range of medicinal prod-
ucts. Therefore, the results of pharmaceutical full-line wholesalers and short-line wholesalers are
pooled as wholesalers.

Source IPF research 2011, Pharmacy questionnaires

The majority of the pharmacists who took part in the survey were satisfied with
the delivery time offered by pharmaceutical full-line wholesalers in the five coun-
tries observed. The satisfaction ranged from 97% in Spain to 76% in UK. A consol-
idated view of the study findings indicates that pharmacists are very satisfied with
the distribution through their pharmaceutical full-line wholesalers.

In the following, the results concerning the satisfaction with the distribution of
medicinal products through pharmaceutical short-line wholesalers are presented.

Figure 10: Satisfaction with the distribution system — pharmaceutical
short-line wholesalers in DE, NL, 2011
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Source: IPF research 2011, Pharmacy questionnaires
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More than half of the respondent German pharmacists were satisfied with the
pharmaceutical distribution through their pharmaceutical short-line wholesalers,
whereas less than half of the Dutch participants showed satisfaction.

Figure 11: Satisfaction with the delivery time — pharmaceutical short-line
wholesalers in DE, NL, 2011
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Source: IPF research 2011, Pharmacy questionnaires

A slight majority (56%) of the German pharmacists who took part in the survey
were satisfied with the delivery time offered by pharmaceutical short-line whole-
salers. Whereas less than half (44%) of the respondents in the Netherlands re-
ported their satisfaction with the delivery time of pharmaceutical short-line whole-
salers as “neutral”; 39% were satisfied and 17% showed dissatisfaction.

In the following the results concerning the satisfaction with the distribution
through direct sales from manufacturers are presented:

Figure 12: Satisfaction with the distribution system — direct sales from
manufacturers in DE, ES, FR, NL, UK, 2011
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Source: IPF research 2011, Pharmacy questionnaires
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Less than half of the respondents in four out of the five countries observed were
satisfied with the distribution through direct sales from manufacturers. The satis-
faction ranged from 58% in Spain to 12% in UK. The majority (80%) of the phar-
macists in the UK who took part in the survey, were unsatisfied with this kind of
distribution system.

Figure 13: Satisfaction with the delivery time — direct sales from manufac-
turers in DE, ES, FR, NL, UK, 2011

direct sales from manufacturers DE direct sales from manufacturers ES direct sales from manufacturers FR
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Source: IPF research 2011, Pharmacy questionnaires,

The majority of the respondents in four out of the five countries answered the
question concerning the satisfaction with the delivery time for direct sales with
“neutral”. The satisfaction ranged from 41% in Germany and the Netherlands to
15% in the UK; whereas the dissatisfaction ranged from 76% in UK to 9% in the
Netherlands.

Pharmaceutical distribution through direct sales from manufacturers is associated
with concerns about the ability to provide service to patients (Germany, UK,

Spain) as well as increasing stock and order effort (Germany, UK).

Finally, the results concerning the satisfaction with the UK specific distribution sys-
tems (DTP and RWA) are presented:
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Figure 14: Satisfaction — Direct to Pharmacy in UK, 2011
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Regarding the satisfaction with the distribution through DTP and the delivery time
offered by this kind of distribution system, the majority of the pharmacists in the
UK, who took part in the survey, were unsatisfied.

Figure 15: Satisfaction — Reduced Wholesale Arrangement in UK, 2011
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Source: IPF research 2011, Pharmacy questionnaires

More than half (59%) of the respondent pharmacists in UK showed discontent with
RWA'’s delivery time.

In the following paragraphs country-specific problems will be briefly summarised
and analysed.

With the introduction of DTP in 2007, experts predicted their concerns about quo-
tas (see chapter 4.1.4) which currently lead to a lack of supply, lack of availability
of medicinal products and stock problems. As a consequence, pharmacists are
more and more unable to meet the patients’ needs and to provide good service
(Pharmacy questionnaire 2011, PSNC 2007).

A further country-specific concern which occurred was the increasing problem of
out of stocks (availability of medicinal products) in the Netherlands. This can be
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attributed to the fact that the Netherlands is - compared to its neighbour countries
- a low price country with a high amount of export (Osterreichische
Apothekerkammer 2011, Pharmacy questionnaire 2011).

Spanish pharmacists also complained about shortages of medicinal products and
as a result about supply problems when ordering products via direct sales from
manufacturers as well as long delivery times (see Annex 1). Therefore, pharma-
cists faced problems to provide service to patients as usual (Pharmacy question-
naire 2011).

Pharmacists in Germany complained about order conditions offered by direct sales
from manufacturers. In general pharmacists complained about the decrease in
discount rates. 13% of the pharmacists who took part in this survey believe that
these decreased discounts will lead to financial problems. The reason why German
pharmacists are confronted with this problem may lies in the recent reforms of the
healthcare system (GKV-AndG, AMNOG, GMG). According to these changes, the
wholesale margin will be reduced and pharmaceutical full-line wholesalers are
forced to reduce their discount rates (Groth et al. 2011, Pharmacy questionnaire
2011, Thormann et al. 2007).
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5 Efficiency of pharmaceutical full-line wholesaling

To focus on the role of pharmaceutical full-line wholesalers, it is reasonable to ex-
amine how the sector achieves the complex task of distributing medicinal products
whenever and wherever needed. The industry’s performance will be evaluated by
its ability to maintain a nation-wide, rapid and continuous supply of medicinal
products.

5.1 Efficiency indicators

A variety of indicators can be used to evaluate an industry’s efficiency. This study
focuses on the main functions of pharmaceutical full-line wholesalers, namely the
full supply function, the immediate availability of medicinal products, the stock-
keeping function, the delivery function and the financing function because the
funding and holding of buffer stocks, the resulting working capital and ownership
that goes with wholesaling services are vital for an effective and efficient function-
ing of the healthcare industry in Europe.

5.1.1 Full supply function

Pharmaceutical full-line wholesalers carry and distribute the complete assortment
of products in range and depth within the framework set by the authorities and
the market to meet the needs of those with whom they have normal business re-
lations (Stern et al. 1992).

Items on stock range from 23,500 to 100,000, depending on the size of the mar-
ket and the number of products authorized to be marketed. The share of medicinal
products within the stock range differs considerably from country to country, de-
pending on the number of medicinal products marketed.

Figure 16 gives an overview of the range of products held in France, Germany,
Italy, the Netherlands, Spain and the UK.
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Figure 16: Items on stock held by pharmaceutical full-line wholesalers in
DE, ES, FR, IT, NL, UK, 2010
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Source: Company questionnaire 2011, GIRP data 2010, IPF research 2011

Compared to other countries, Germany has the largest number of registered me-
dicinal products.

The next chapter explains the interplay between the medicinal products on stock
and the immediate availability of those products.

5.1.2Immediate availability

Optimal outcomes in citizens’ health require both, efficacious treatments and ad-
herence to those treatments, involving taking medication properly, making and
keeping healthcare appointments as well as self-management of health and other
behaviours that influence the course or prognosis of an illness. However, empirical
studies have consistently shown that levels of compliance or adherence are often
far from optimal (WHO 2003).

Due to a lack of health resources and inequities in access to healthcare, in devel-
oping countries for example, the magnitude and impact of poor adherence is as-
sumed to be even higher. However, in developed countries pharmaceutical full-line
wholesalers deliver the needed medicinal products in the required quantity and
just-in-time.

Expressing non-adherence to medicinal products in terms of value, the cost to the
UK’s NHS could run as high as £196 million, according to a costing report pub-
lished by the National Institute for Health and Clinical Evidence (NHS n.d.).

The storage and delivery of medicinal products within a frame-
work that ensures above everything else immediate availability,
is of crucial importance.

The fact that pharmaceutical full-line wholesalers are holding the full range of
products and are also able to provide them immediately is the result of the opti-
mised warehouse management, which is discussed in the following section.
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5.1.3Stock keeping function

To guarantee short-term availability of medicinal products, pharmaceutical full-line
wholesalers rely on close-knit distribution networks and high delivery frequencies
of their warehouses. They assume a quantity-based buffer function, stocking me-
dicinal products in large quantities and delivering them in the required amount.
Pharmacies therefore receive their orders, which usually include products from
different manufacturers, in time. Pharmaceutical manufacturers are incapable to
offer this delivery frequency as their warehouses are generally further away from
pharmacies and they only hold their own products on stock (IfH 2008).

Pharmaceutical full-line wholesalers hold a safety stock to meet unexpected peaks
in normal demand patterns as well as unforeseen events that lead to increased
demand in medicinal products like pandemics. On average, this safety stock
measures 31% of total stock value.

Furthermore, pharmaceutical full-line wholesalers manage complex flows of me-
dicinal products, since demand for specific medicinal products varies considerably.
Inventory turnover therefore differs from product to product, ranging from a
month to only a few days, but also changes during specific time periods (e.g. the
use of medicinal products in the treatment of influenza varies seasonally) (figure
17).

Figure 17: Inventory Turnover in DE, ES, FR, IT, NL, UK, 2010
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Source: Company questionnaire 2011, IPF research 2011
Inventory turnover is fastest in the Netherlands with just 19.35 days on average,
whereas it is slowest in Italy with 29.80 days. The countries’ average is 23.68
days, which means stock turnover takes place on average 15 times per year.

5.1.4 Delivery function

Generally, medicinal products can only be used for therapy if they are available in
time. A prompt delivery of medicinal products is therefore essential. According to
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the survey conducted among pharmacists in the five out of the six observed coun-
tries, the perceived delivery time of pharmaceutical full-line wholesalers is on av-
erage 4.53 hours, with perceived 14.51 deliveries per week (based on national
pharmacies opening hours (weekend and nights), including remote areas.

Comparing the reported delivery time from the pharmaceutical wholesalers (2.66
hours) with the perceived one from pharmacists (4.53 hours) it has to be consid-
ered that the night-time, as well as Sundays are excluded.

Therefore, the perceived frequency of deliveries per week is similar to the deliver-
ies per week reported by GIRP’s member organisations. According to their records,
pharmacies are supplied on average 15.88 times per week. If medicinal products
were not available within a few hours, a large number of clinical guidelines would
have to be revised, as they are based on short term availability of medicinal prod-
ucts (Wilke 2011). Currently, only pharmaceutical full-line wholesalers achieve this
delivery speed and frequency (figure 18).

Please note that the weighted delivery time and deliveries per week reported from
GIRP pharmaceutical full-line wholesale members include the key markets with

Italy as well, whereas the perceived one by the respondent pharmacists include
France, Germany, the Netherlands, Spain, and the UK.

Figure 18: Delivery time in DE, ES, FR, (IT), NL, UK, 2011
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Source: IPF research 2011, Pharmacy questionnaire
The time discrepancy between deliveries from pharmaceutical full-line wholesalers
and direct sales from manufacturers can be explained by the latter employing a
logistics model, which is based on centralised warehousing and the relatively in-

frequent deliveries to pharmacies from manufacturers (Wilke 2011).

A further important indicator to evaluate the efficiency of pharmaceutical distribu-
tion is the order fill rate, which is the ability to immediately execute orders re-
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ceived. Pharmaceutical full-line wholesale companies achieve an order fill rate
from 97% to 100%. Though, several pharmaceutical full-line wholesalers execute
almost 100% of all orders received immediately.

Pharmaceutical full-line wholesalers ensure that even the most
isolated patients can receive the most specialized medicinal
products via their pharmacist in a safe and timely manner.

5.1.5Pre-financing function

Pharmaceutical full-line wholesalers assume a pre-financing function towards
manufacturers and pharmacies that is not offered by other distribution models.
Pharmaceutical full-line wholesalers also acquire ownership over the medicinal
products when purchasing them from the manufacturers and pass on ownership to
pharmacies when they are delivered. However, payments by the pharmacies are
usually delayed, often until after reimbursement from the Statutory Health Insur-
ance (SHI). Pharmaceutical full-line wholesalers assume in this way a significant
contribution to hedge the cash flows in the social security system. In the context
of warehousing, capital commitment incurred, and risks, such as spoilage, break-
age and loss are also covered (IfH 2008).

This function can be expressed in terms of working capital. The working capital is
affected by:
e The time frame within which incoming invoices are paid (pharmaceutical
full-line wholesalers to manufacturers)
e The time frame within which the pharmaceutical wholesalers’ stock is pre-
financed by them
e The time frame within which outgoing invoices are paid

Pharmaceutical wholesalers pre-finance nearly the entire medicinal product mar-
ket, guarantee the continuous supply of all medicinal products and secure the cash
flow of the social insurers (GIRP oral information 2011). In Germany, France, Ita-
ly, Spain the Netherlands and UK alone they pre-finance on average €10.2 bn
over a period of 41 days. In total, this sum is pre-financed approximately nine
times per year (figure 19).
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Figure 19: Pre-financing* DE, ES, FR, IT, NL, UK, 2010
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Source: IPF research 2011

5.2 Added value services

The traditional logistics functions, or primary services, of bridging time and space
are the core business of the pharmaceutical full-line wholesale sector. Further-
more, they also fulfil a quantity function, namely buying medicinal products in
bulk, then selling them in single units, pooling of orders for products of all manu-
facturers and thereby improving the efficiency of the pharmaceutical distribution
chain by a digression of costs. Mandatory secondary services are supplementing
these primary services. They are related to securing the high quality standards of
the products distributed. Furthermore, the Guidelines on Good Distribution Prac-
tice of Medicinal Product for Human Use specifies requirements for staff qualifica-
tion, documentation, goods receipt, storage and delivery of medicinal products as
well as how to handle returns (European Economic Community 1994). Patients
also benefit from these services, because all medicinal products distributed
through pharmaceutical full-line wholesalers meet high quality standards (Clement
et al. 2005).

Offering the above described primary and secondary functions is an expression of
the legal and moral obligation of pharmaceutical full-line wholesalers to deliver
medicinal products wherever and whenever they are needed. Manufacturers, re-
tailers and the patients benefit from the added value created by pharmaceutical
wholesalers, who have long ago evolved from merely transporting goods from A to
B, while maintaining product quality to overall healthcare providers (Clement et al.
2005).

Figure 20 illustrates the exclusive, on-demand services of full-line wholesalers.

32



Figure 20: Added value services offered by pharmaceutical full-line wholesalers
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The services provided by pharmaceutical wholesalers create added value for their
customers because they help them to focus exclusively on their core business. For
the pharmaceutical manufacturers this is the development, production and mar-
keting of medicinal products, for pharmacies the dispensing of medicines and the
advice to patients and for doctors diagnosing and prescribing therapies to their
patients (Clement et al. 2005).

Added value services are one of the most important competitive
elements in pharmaceutical wholesaling, giving pharmaceutical
full-line wholesalers the possibility to stand out from their com-
petitors.

Having illustrated the many advantages of the pharmaceutical full-line wholesale
model, the next section analyses the resulting benefits for the pharmaceutical in-
dustry, pharmacies and the public.

5.3 Benefits for the healthcare system

The biggest beneficiaries of the advantages associated with the full-line wholesale
model are pharmacies, because they can rely on a continuous supply of all medic-
inal products from one single source and in the shortest possible time. Further-
more, pharmaceutical full-line wholesalers take over the majority of the storage
costs of manufacturers and pharmacists and carry the debtor’s risk (pre-financing
function). The following section further highlights the benefits for the supply chain
participants that result from the pharmaceutical full-line wholesale model.

5.3.1 Industry

As a hub for healthcare distribution, pharmaceutical full-line wholesalers fulfil a
seasonal, quantitative, financial and geographical buffer function for the pharma-
ceutical industry. Wholesalers bridge seasonally occurring bottlenecks in peak de-
mand times such as the flu season. They also break down bulk quantities received
from the pharmaceutical industry and distribute them in adequate delivery sizes
for further use by persons authorised to dispense medicinal products to the public.
Finally, wholesalers fulfil a regional buffer function with their comprehensive net of
warehouses. In addition, pharmaceutical full-line wholesalers guarantee a nation-
wide short-term availability of medicinal products (GIRP oral information 2011).
Even small pharmaceutical manufacturers gain market access due to the fact that
the pharmaceutical full-line wholesalers are vendor-neutral (Clement et al. 2005).

5.3.2 Pharmacies
Most pharmacies can only stock a small number of medicinal products. To distrib-

ute medicinal products whenever they are needed, pharmaceutical full-line whole-
salers act as an external warehouse for their clients, reducing the pharmacies’
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inventory turnover: pharmacies receive their ordered products within 2.66 hours
of the orders given. This on-time delivery gives pharmaceutical full-line wholesal-
ers a competitive advantage to other market players. Furthermore, pharmacies
benefit from a bundling function carried out by pharmaceutical full-line wholesal-
ers, who distribute per order products from several manufacturers, thereby de-
creasing pharmacies’ transaction costs. Practically speaking, this effect is even
greater, as wholesalers also bundle several orders of a pharmacy into one deliv-
ery. The time spent by an individual pharmacy on ordering, receiving and pro-
cessing invoices would significantly increase in a system where pharmacies are
supplied solely via direct sales instead of a system where they receive the medi-
cines through wholesalers as a “one-stop-shop”. Therefore, based on their opti-
mized warehousing network and coverage of even remote regions, pharmaceutical
full-line wholesalers ensure the constant supply of medicinal products for all
pharmacies in a cost-effective way (GIRP oral information 2011).

5.3.3 Public

Pharmaceutical full-line wholesalers’ timely and comprehensive distribution service
is a guarantor for the high level of performance of any medicinal therapy and is
therefore of paramount importance to physicians and patients. Given the broad
range of medicinal products, patients receive exactly the medicinal products they
need, with almost no delay (GIRP oral information 2011).

The pharmaceutical full-line wholesale model offers many ad-
vantages for the pharmaceutical industry, pharmacies and the
public.

Patients also benefit directly from the efficient and low-cost network of distribution
centres, securing a Europe-wide fast and continuous supply of medical products,
even of slow moving products.

It has become apparent from the above analysis that the existence of pharmaceu-
tical full-line wholesalers is essential for the European healthcare sector. The next
section will show that the full-line wholesale model has furthermore an important
macroeconomic impact.

5.4 The macroeconomic impact of pharmaceutical full-line
wholesalers

This section provides an examination of the macroeconomic impact of the phar-
maceutical wholesale industry in addition to the analysis of economic core indica-
tors. This impact is measured in terms of value added and jobs created by the
industry in France, Germany, Italy, the Netherlands, Spain and the UK using In-
put-Output analysis by applying an extended Leontief-model.
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The model is based on a national concept, e.g. the effects of imports and exports
are not observed. It analyses economic effects generated on three different levels
(Clement et al. 2005):

e Direct effects on value added and employment are created within the
wholesale industry through its operations.

e To perform their tasks, pharmaceutical full-line wholesalers need electricity,
conveyors, IT-services etc. and - of course — medicinal products. Because
of the various links of the wholesale sector to its supplying industries,
pharmaceutical wholesaling generates jobs and value added in these pre-
liminary sectors. As these sectors are linked to other supplying industries
(e.g. drug manufacturers need chemicals, production facilities, etc.), value
added and jobs are also created. The sum of these economic effects is re-
ferred to as indirect effects.

e The third kind of effects to be analysed are induced effects. The first source
of induced effects is consumption by employees of the wholesale sector and
its supplying industries, e.g. they spend their salaries to finance their liv-
ing, buy clothes, food, etc. Consumption therefore helps generate value
added and jobs in business sectors apart from the wholesale industries, its
suppliers and their suppliers. The second source of induced effects comes
from investments made by pharmaceutical full-line wholesalers and prelim-
inary industries (figure 21).

Figure 21: Macroeconomic Effects
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Source: IPF research 2011




5.4.1 Multiplying effects

The use of multipliers helps to interpret the results, which were presented in the
previous section. Generally, the multiplier gives information on the overall value
added and number of jobs created by an industry in the economy as a whole, if
one currency unit is invested and one job created in the sector regarded (Clement
et al. 2005).

Therefore, €1 invested in the pharmaceutical wholesale sector generates on aver-
age €2.02 in the six countries observed. A detailed breakdown of the country mul-
tipliers reveals interesting results. In Spain and the UK, pharmaceutical full-line
wholesalers had less impact on the economy in terms of value added, whereas the
impact was highest in the Netherlands with a multiplier of 2.37 (table 2).

Table 2: Multiplying Effects on Value Added and Employment (FTE) in
DE, ES, FR, IT, NL, UK, 2010

DE UK FR ES IT NL

Multiplying effects on Value 2.03 1.91 2.10 1.91 212 2.37
Added

Total multiplying effects 2.02
on Value Added

Multiplying effects on 2.24 DL 07 1.94 2:26 175 2:25
Employment

Total multiplying effects 2.08
on Employment

Source: EUROSTAT, IPF research 2011

Each additional job offered by pharmaceutical full-line wholesalers generates 2.08
additional jobs in the economy as a whole (figure 22).

Figure 22: Aggregate multiplying effects on employment (FTE) and value
added in DE, ES, FR, IT, NL, UK, 2010

Pharmaceutical wholesaling Economy as a whole

2.02 Euro |

Source: EUROSTAT, IPF research 2011
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In the UK, Spain and the Netherlands the multiplying effect on employment is the
highest.

5.5 The distribution chain with and without pharmaceutical
full-line wholesalers

The distribution of medicinal products is the core business of pharmaceutical full-
line wholesalers. As an essential ingredient of the medicine supply system, phar-
maceutical full-line wholesalers help to supply the population with the needed me-
dicinal products, fulfilling the requirements imposed on them by national law.
Against this background, this chapter will firstly theorize about the distribution
chain with and without pharmaceutical full-line wholesalers, and as a next step
prove preliminary results using bundling and process costs.

The pharmaceutical full-line wholesale sector provides its benefits because it is
cumulating many advantages: its strength in terms of procurement management
is based on its vendor-neutrality and the supply of pharmacists with the full range
of medicines. During storage, the wholesale sector is characterized by its high effi-
ciency and quality of service. Their speed and efficiency in the logistics process are
unsurpassed. Returns management, recalls (on a country average: five days) and
crisis management are further strengths of the sector. Thus, customer service, the
guaranteed supply of medicinal products and supply security are ensured through
the full-line wholesale model (Clement et al. 2005).

Of particular relevance to pharmacies is the function of pooling orders. Thereby
orders of slow moving, low margin products are pooled and delivered in exactly
the same way and with the same speed as fast-moving and high margin products.
If all medicinal products were supplied directly by manufacturers, all pharmacies
would have to contact each manufacturer in order to obtain a complete assort-
ment of medicinal products. In the six countries observed, the continuous supply
of medicinal products involves more than 703 million® transactions between phar-
macies, pharmaceutical full-line wholesalers and manufacturers each year. With-
out pharmaceutical full-line wholesalers this number would increase dramatically
to 97.9 billion transactions per year (figure 23).

3 calculation based on national pharmaceutical full-line wholesalers.
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Figure 23: Distribution chain with and without intermediaries
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The average individual process steps in pharmacies include determining of order
demand, transmission of order, receiving and storage of delivery, checking the
delivery note and invoice (IfH 2008). Comparing the process costs in pharmacies
associated with the different supply routes shows the difference in time expendi-
ture and monetary cost (with respect to a single delivery), as follows:

Figure 24: Process costs in the pharmacy per order (pharmaceutical full-
line wholesaler vs. direct sales from manufacturer) DE, ES, FR, IT, NL,

UK, 2011
order from pharmaceutical full-line wholesaler | | order from direct sales from manufacturer |
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Determination Transmission Receiving and Checking the Total Determination Transmission Receiving and Checking the Total
of order of order storaging of  delivery note of order of order storaging of  delivery note
demand delivery and bill demand delivery and bill

Source: De Grip et al. 2003, IfH 2008, Instituto Nacional de Estadistica 2008, IPF research 2011,
Istat (oral information), NHS careers 2010, Statistisches Bundesamt Deutschland 2010, WK
Pharma 2011

On a weighted average, pharmaceutical full-line wholesalers are pooling products
of 18.28 manufacturers per delivery.
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= The cost difference of one delivery from a manufacturer is €3.38
compared to one delivery from one pharmaceutical full-line whole-
saler.

= The cost difference based on 18.28 deliveries from different manu-
facturers is €199.71 compared to one delivery from a pharmaceu-
tical full-line wholesaler, where products of 18.28 manufacturers are
bundled.

The perceived frequency of deliveries per week from the pharmaceutical full-line
wholesaler is comparable to the reported deliveries per week of the GIRP member
organisation. According to their records, pharmacies are supplied on average
15.88 times per week. This average also includes deliveries to rural areas. Taking
the average deliveries per week into account, the process costs accruing to phar-
macies reveal the following picture:

Figure 25: Scenario: Impact on process costs per pharmacy per year
(pharmaceutical full-line wholesalers vs. direct sales from manufacturers)
in DE, ES, FR, IT, NL, UK, 2011

manufacturers amounting to 100% of wholesale deliveries € 171,510.06

manufacturers amounting to 50% of wholesale deliveries € 85,755.03

manufacturers amounting to 25% of wholesale deliveries € 42,877.51

wholesale deliveries (~ 16 deliveries/week) F € 6,587.63

€0 €40.000 €80.000 € 120.000 € 160.000 € 200.000

Source: Bureau of Labor Statistics 2010, Center for Healthcare supply chain research 2007, De
Grip et al. 2003, Instituto Nacional de Estadistica 2008, Istat 2009, IPF research 2011 (question-
naires), OECD 2008, Statistisches Bundesamt Deutschland 2010

The pharmacies in the six mentioned countries receive ~ 16 deliveries/week:

= Without pooling, the cost will increase from €6,587.63 to
€42,877.51 per year, resulting in a cost difference of €36,289.88, if
25% of wholesale deliveries/week are delivered by the manufactur-
ers directly.

= Direct distribution with weekly deliveries amounting to 50% of
wholesale deliveries would increase the process costs by €79,167.40
per year.

= Assuming the same delivery frequency, the process costs would in-
crease by €164,922.43 to €171,510.06 per year, if there were no
pharmaceutical full-line wholesalers.
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Strictly speaking, the process costs of an average pharmacy would increase by
€164,922.43 to €171,510.06 per year, if there were no pharmaceutical full-line
wholesalers. For detailed information regarding the calculation please see Annex
2.

These additional costs would have to be paid by manufacturers,
pharmacies and finally by the patients.

Many facets of pharmaceutical full-line wholesalers have now been observed,
proving that they are an integral part of the medicines distribution chain.

The last chapter will focus on structural changes and challenges that pharmaceuti-
cal full-line wholesalers will have to face in the future.
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6 Structural changes in the pharmaceutical wholesal-
ing sector

The last decade has brought significant changes to the pharmaceutical full-line
wholesaling sector in Europe. European and national regulations regarding the
distribution of medicinal products have increased, bringing an increase of costs
and a reduction of wholesale margin. Nevertheless, pharmaceutical full-line whole-
salers continue to be a vital part of the pharmaceutical supply chain.

The first subchapter addresses problems in obtaining pharmaceutical supplies as-
sociated with the future, reported by pharmacists in the five observed countries.
In the following the research questions of the study will be answered. Finally, this
chapter will be rounded off with an outlook and conclusions.

6.1 Pharmacists’ future concerns about the continuity of sup-
plies of medicinal products

At present, the pharmaceutical sector is torn between the rapid and radical trans-
formations taking place such as the rise of new distribution models. The interplay
of fundamentally different types of key stakeholders such as manufacturers,
wholesale distributors, retail pharmacies and hospitals makes the problem more
complex (Clement et al. 2005).

Due to their B2B (business to business) function, the pharmaceutical full-line
wholesalers are said to be one of the most exposed stakeholders regarding chang-
es in the healthcare system. However, it has to be considered that these changes
may have consequences for pharmacists as well. Based on the pharmacists’ online
questionnaire, future problems in obtaining pharmaceutical supplies are expected
by the respondent pharmacies.

Regarding a decrease of delivery frequency, most concerns were raised in France.
It should be noted that currently the French pharmacists receive two deliveries per
day; some pharmaceutical wholesalers even deliver three times per day. Further-
more, 15% of the respondents complained about quotas, which force them to or-
der directly from manufacturers. Therefore a reduction of distribution through
pharmaceutical full-line wholesalers is feared by 9% of the respondents.

In Germany, 13% of the respondents were facing issues with decreasing dis-
counts. The additional time and extra effort in the back-office when ordering di-
rectly from manufacturers bothered 6% of the pharmacists who took part in the
survey.

The results from the Dutch respondents showed that 24% of the pharmacists were

facing issues concerning the availability of medicinal products due to the fact that
compared to its neighbouring countries, the Netherlands is a low price country
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(Osterreichische Apothekerkammer 2011). Due to associated export activities,
pharmacists have to wait longer to obtain medicinal products. 6% of the pharma-
cists complained about the resulting extra work in sourcing medicinal products.

With regard to expected levels of dissatisfaction, 15% of the respondent pharma-
cists in the UK reported they expect problems associated with new distribution
models such as DTP and RWA. Due to unrealistic quotas and quota restrictions,
pharmacists who took part in the survey complained about the lack of supply and
the availability of medicinal products (25%). 13% of the pharmacists had trouble
obtaining and maintaining stock levels, which lead to the difficulty to provide a
timely service to customers. Moreover, 8% of the respondents complained that in
general the current situation is frustrating due to the changes in the supply chain.
Accordingly, 9% of the pharmacists apprehend a reduction in the number of
wholesalers.

Hence, for the five European countries observed, 20% of the pharmacists had
problems with the availability of medicinal products. Reasons varied from country
to country, but exporting was considered to be one of the main causes. Due to the
fact that there are new distribution models like RWA or DTP in the UK, pharma-
cists are forced to have contact with several wholesalers to source their products.
They complained about the additional time necessary and back-office problems.
The respondent pharmacists in the five countries covered by the survey also fear a
reduction in the number of pharmaceutical full-line wholesalers. They feel satisfied
with the full-line distribution model due to the fact that it guarantees an effective
delivery and ensures the availability and continuity of the supply.

Pharmacies rely heavily on a well-functioning distribution infrastructure. It is ex-
tremely important that the pharmacies can source their products from reliable
providers, who can deliver the full range of medicinal products, in order to focus
on their own core responsibilities (GIRP oral information 2011). During the course
of the collection of data input for this study, respondents raised a number of con-
cerns about the reliability of continued to supply of medicinal products. For in-
stance, 31% of respondents from Spain complained about shortages and supply
problems from their manufacturers.

The next chapter explicitly focuses on answering the research questions.

6.2 Answering the research questions

The study first gave an overview about the role of the pharmaceutical full-line
wholesale sector in Europe by addressing its core indicators. Chapter four present-
ed the perception of pharmacists on the distribution sector, gathered through the
online questionnaire. Chapter five explained the efficiency of pharmaceutical full-
line wholesalers, focusing on its main functions. As pharmaceutical full-line whole-
salers are essential for the European healthcare sector, the macroeconomic impact
was also taken into consideration. Furthermore, the importance of pharmaceutical
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full-line wholesalers in the distribution of medicinal products was proven by com-
paring a distribution chain with and without full-line wholesalers (bundling and
process costs).

Based on key findings of this study, this subchapter gives an overview of the find-
ings to each of the research questions.

» What is the role of pharmaceutical full-line wholesalers in the European
pharmaceutical distribution sector and how can it be represented by core
indicators?

In Europe, medicinal products are generally distributed through the following dis-
tribution path: manufacturer -> (pre-wholesaler) -> pharmaceutical full-line
wholesaler -> public pharmacy -> patient. By ensuring availability and continuity
of the supply of all medicinal products to the citizens of Europe, pharmaceutical
full-line wholesalers are the most essential link between Europe’s pharmaceutical
manufactures and medicinal product dispensing points. Furthermore, the effective
and efficient functioning of the healthcare sector in Europe is also guaranteed, as
pharmaceutical full-line wholesalers take the responsibility to fund and hold buffer
stocks, therefore providing a financing function and offering logistics ownership
that goes with wholesaling services. Additionally, the many added value services
offered enable pharmaceutical full-line wholesalers to stand out from their com-
petitors. Core indicators describing the efficiency of pharmaceutical full-line whole-
salers are for example working capital, delivery time and process costs.

» What functions do pharmaceutical full-line wholesalers offer towards their
supply chain partners and in which way do they contribute towards their ef-
ficiency?

Pharmaceutical full-line wholesalers provide functions, which are essential to the
effective and efficient functioning of the healthcare sector in Europe, namely the
full-supply function, immediate availability, stock-keeping function, delivery and
recall function as well as the financing function.

With the full-supply function, pharmaceutical full-line wholesalers guarantee to be
in possession of the complete assortment of products in range and depth, accord-
ing to requirements which are set by the authorities and the market framework.
This way, the needs of the pharmacists and patients can be met. With the stock
keeping function, pharmaceutical full-line wholesalers make it possible that large
quantities of medicinal products are stocked and orders are delivered in the re-
quired amount. Additionally, even the most isolated patient gets the most special-
ized medicinal products through their pharmacists in a timely manner. For defec-
tive products, an effective recall system is in place. Additionally, pharmaceutical
full-line wholesalers pre-finance nearly the entire medicinal product market, guar-
antee the continuous supply of all medicinal products and also secure the cash
flow of the social insurance funds. These functions towards manufacturers and
pharmacies are not offered by other distribution models.
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» What services do pharmaceutical full-line wholesalers provide and what is
the created added value for stakeholders (up and down) the pharmaceuti-
cal supply chain and for the public?

The logistics function, or primary service, of bridging time and space is the central
business of the industry. With the quantity function that consists of buying large
quantities, breaking down the bulk and selling the products in small units, phar-
maceutical full-line wholesalers improve the efficiency of the distribution chain by
a digression of costs. To secure the high quality standards of the products distrib-
uted, this primary service is complemented by mandatory secondary services. The
Commission consultation on the Guidelines on Good Distribution Practice of Medic-
inal Products for Human Use and the recently adopted Falsified Medicines Directive
(Directive 2011/62/EU) are mainly focused on this quality function. However,
pharmaceutical full-line wholesalers who have long ago evolved from just trans-
porting goods from A to B, add value for manufacturers, retailers and the patients.
These added value services are the most important competitive factor in pharma-
ceutical wholesaling, giving companies the possibility to stand out from their com-
petitors.

» How satisfied are pharmacists with the distribution systems they use and
where do they identify potential risks and problems with regards to the dis-
tribution process?

Despite the fast growth of RWA and DTP in the UK, results of the online pharma-
cists’ questionnaire show that the respondent pharmacists were not satisfied with
these new distribution models. Reasons mentioned were the additional work-
load/paperwork, bottlenecks and low delivery frequency, lack of invoicing trans-
parency and logistic hurdles. Regarding the distribution system and the delivery
time, the majority of pharmacists in the five observed countries (France, Germa-
ny, the Netherlands, Spain and the UK) were very satisfied with their pharmaceu-
tical full-line wholesalers.

Regarding pharmaceutical short-line wholesalers, the respondents in Germany and
the Netherlands were quite satisfied. Though, they were complaining about the
increasing pharmacy stock- and order effort. Results of the questionnaire show
that the respondent pharmacists in Germany, Spain and the UK had concerns
about the possibility to provide service to patients when receiving medicinal prod-
ucts through this distribution channel.

The function of full-line wholesalers to pool orders is very important, because if
medicinal products were supplied directly, each pharmacy would have to contact
each manufacturer in order to obtain a complete assortment of medicinal prod-
ucts. In the six countries observed, the continuous supply of medicinal products
involves more than 703 million* transactions between pharmacies, pharmaceutical
full-line wholesalers and manufacturers each year. Without pharmaceutical full-

# Calculation based on national pharmaceutical full-line wholesalers.
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line wholesalers this humber would increase dramatically to 97.9 billion transac-
tions per year, and this would automatically lead to a high level of dissatisfaction
among pharmacists throughout Europe.

Hence, pharmacists in the five observed countries fear a reduction of pharmaceu-
tical full-line wholesalers, because they are the only ones guaranteeing an effec-
tive provision delivery of added value services and ensuring the availability and
continuity of the supply of all medicinal- and healthcare products.

» What is the pharmaceutical full line wholesale sector’s contribution to the
overall economy - how much value added and jobs are created by pharma-
ceutical full-line wholesalers?

The macroeconomic impact of the pharmaceutical wholesale industry in addition to
the analysis of economic core indicators is measured in terms of value added and
jobs created by the industry in France, Germany, Italy, the Netherlands, Spain,
and the UK using Input / Output analysis by applying an extended Leontief-model
(Clement et al. 2005). Results show that for every €1 invested, the pharmaceuti-
cal wholesale industry generates on average €2.02.

» What are the challenges faced by the pharmaceutical full-line wholesale
sector and how could future trends affect the pharmaceutical distribution
landscape?

Due to the rise of new business models the pharmaceutical wholesale sector was
and still is heading for a period of rapid and radical transformations. Moreover the
interplay of different types of key stakeholders like manufacturers, wholesale dis-
tributors, retail pharmacies, hospitals or managed care organizations and insur-
ance companies make the current situation more complex (Clement et al. 2005).

Considering the importance of pharmaceutical full-line wholesalers in the European
healthcare sector, the next chapter will give an outlook on the pharmaceutical full-
line wholesaling model in the next few years. Finally, this study will be rounded off
with a conclusion.

6.3 Outlook and Conclusion

The guaranteed availability and continuity of the supply of all medicinal products
and healthcare products to all European citizens is ensured by pharmaceutical full-
line wholesalers. Pharmaceutical full-line wholesalers are therefore the vital link in
the European pharmaceutical distribution sector. They are vendor-neutral and
should be entitled to get adequate supply from all manufacturers, which can then
be distributed in adequate quantities to pharmacies. Furthermore, the funding and
holding of buffer stocks, the resulting working capital and logistics ownership are
part of wholesaling services and also vital to the effective and efficient functioning
of the healthcare sector in Europe. Pharmaceutical full-line wholesalers stand out
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from their competitors because they offer special features (e.g. aggregate order-
ing, product recalls, guaranteed product quality, just-in-time delivery, crises man-
agement, special handling etc.). Regarding satisfaction levels, pharmacists in dif-
ferent countries expressed that the existence of the full-line wholesalers is essen-
tial for the European healthcare sector.

In addition, pharmaceutical full-line wholesalers will be engaged more and more in
the role of health service providers, which is already the case in the UK and in the
Netherlands where pharmaceutical full-line wholesalers have become partners of
Health Service Centres.

Furthermore, pharmaceutical full-line wholesalers help reduce transaction costs,
secure a safe, rapid and continuous supply of medicinal products and help gener-
ate value along the pharmaceutical supply chain by providing complementary ser-
vices to their supply chain partners. Nevertheless, the wholesale sector still offers
more than that, namely information and market knowledge. Pharmaceutical full-
line wholesalers can definitely support decision makers in their task because the
sector generates and provides unique market and product related information as
independent or integrative service provided to supply chain partners. The know-
how gained is also of interest for healthcare providers. The pharmaceutical whole-
sale sector has proven to be a reliable partner to the pharmaceutical industry as
well as to pharmacies and to patients. Moreover, pharmaceutical full-line whole-
salers are prepared to become vital and reliable partners to policy makers, trying
to find strategies and solutions for the current and future challenges in the Euro-
pean healthcare sector together with policy makers, all other stakeholders in-
volved and the representatives of health funds and last but not least patients
(Clement et al. 2005).
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Glossary

The following definitions are intended for a general understanding of the terms
used in this study and should not be considered as a complete definition, since
some are written in the simplest form to allow a general understanding of the

terms listed.

Added value

Adherence

Asset

Buffer stock

Business to Business (B2B)

Cash flow

Compliance

Core indicator

Cut-off time

Delivery time

Added value is defined as an increase in the
value of a product by adding an additional ser-
vice. Usually by integrating the value with a cus-
tomer's workflow, tailoring it to the customer’s
needs, making it more easily accessible etc.?

Adherence is defined as the extent to which a
person’s behaviour corresponds with agreed
recommendations from a healthcare specialist?

Asset is defined as an item of property (e.g.
capital, money, a share in ownership)?

The buffer stock is the stock held as a safety
measure to cope with unforeseen demand*

In our study the term business to business is
defined as the transactions between a business
and another business

In finance the cash flow refers to the amount of
cash, which is received and spent by a business
during a defined time period®

Patient compliance describes the consistency
and accuracy with which a patient follows a rec-
ommended medical regimen, usually referring to
a pharmacotherapeutic regime®

In our study a core indicator is an indicator of
performance which is relevant for customers
and stakeholders

In our study the term cut-off time is defined as
a period for a deadline set by a supplier for the
acceptance of orders

Delivery time is defined as the timeframe be-

tween the placement of the order and the deliv-
ery through the customer (e.g. pharmacist)®
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Demand

Direct sales

Direct to Pharmacy (DTP)

Discount

Dispensing doctors

Distribution channel

Distribution model

EU 25 + 2

European Union

Falsified Medicines Directive

A demand is the quantity of a good or service
that a household or firm chooses to purchase at
a given price’

In case of direct sales the pharmaceutical manu-
facturer sells its medicinal products directly to
the pharmacist, in addition to the pharmaceuti-
cal full-line wholesaling route®

In the DTP distribution model pharmaceutical
manufacturers deliver its medicinal products
directly to the pharmacies through one or more
logistic service providers. In some cases phar-
maceutical full-line wholesaler operate as these
logistic service providers®

A discount is a price reduction which is granted
to specified purchasers under specific conditions
prior to purchase?

A dispensing doctor is a physician who is au-
thorised to dispense medicinal products to his
patients?

A distribution channel is defined as a system for
moving goods from producers to buyers, as well
as the people and organizations involved®

In our study the term distribution model de-
scribes the way how medicinal products are
moved from the manufacturer to the pharma-
cist.

In our study this term is used for the European
Union without Malta and Cyprus but including
Norway and Switzerland

The European Union is a unique economic, polit-
ical and social partnership between 27 inde-
pendent European countries®

The proposal for a Directive of the European
Parliament and of the Council amending Di-
rective 2001/83/EC as regards the prevention of
the entry into the legal supply chain of medicinal
products which are falsified in relation to their
identity, history or source applies to medicinal
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Falsified medicinal product

Good distribution practice
Guidelines (GDP)

Hospital pharmacy

Hub

Liability

Macroeconomics

products for human use intended to be placed
on the market in the Member States!!

A falsified medicinal product is defined as any
medicinal product with a false representation of:
its identity, including its packaging and label-
ling; its name or its composition as regards any
of the ingredients including excipients and the
strength of those ingredients;

its source, including the manufacturer, its coun-
try of manufacturing, its country of origin or its
marketing authorization holder;

its history, including the records and documents
relating to the distribution channels used.

This definition does not include unintentional
quality defects and is without prejudice to in-
fringements of intellectual property rights®

GDPs are a set of rules that the European Com-
mission has elaborated for the distribution of
pharmaceutical wholesalers. According to these
rules, pharmaceutical distributors must comply
with the principles and guidelines of good distri-
bution practice which include regulations about
quality management, personnel, premises and
equipment, documentation, deliveries to cus-
tomers, returns, self inspections, etc.'?

Hospital pharmacies are pharmacies that offer
medicinal products to patients.> Moreover, a
hospital pharmacy is the healthcare service,
which describes the art, practice, and profession
of choosing, preparing, storing, compounding
and dispensing medicines and medical devices,
advising healthcare professionals and patients
on their safe, effective and efficient use®®

A central point which collects, sorts, transports
and distributes goods for a particular area'*

The present obligations of an enterprise, which
arise from past events are defined as liabilities.
Strictly speaking, a settlement which is ex-
pected to result in an outflow of resources from
the enterprise, embodying economic benefits®

Macroeconomics considers the economy as a
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Margin

Medicinal product

Multi-channel system

Multipliers

One stop shop

Parallel trade

Peaks

whole. Major aggregates are the household,
business, and government sectors®

The profit — a percentage of the selling price - is
defined as margin.

The gross profit of wholesalers, expressed as a
percentage of the wholesale price is the whole-
sale margin.

The pharmacy margin is the gross profit of
pharmacies expressed as a percentage of the
pharmacy retail price?

The EC Directive on falsified medicines defines a
medicinal product as follows:

- any substance or combination of substances
presented as having properties for treating or
preventing disease in human beings; or

- any substance or combination of substances
which may be used in or administered to human
beings either with a view to restoring, correcting
or modifying physiological functions by exerting
a pharmacological, immunological or metabolic
action, or to making a medical diagnosis®

A multi-channel system is a distribution system
at the wholesale level. Medicinal products of
different manufacturers are distributed and sup-
plied in parallel via different wholesalers?

The quantity equilibrium output gains when the
aggregate expenditures register shifts by a dol-
lar’

All medicinal products used in the geographical
area, in which the wholesale distributor is active
in are available from a single source'®

Parallel trade of medicinal products within the
EU is a form of arbitrage in which medicinal
products are acquired in one Member State,
typically where the prices of the medicinal prod-
ucts are comparatively low, and sold in other
Member States, where the prices are higher?

A peak is the point in a business cycle where
real output reaches its maximum level’
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Pharmaceutical full-line
wholesaling

Pharmaceutical short-line
wholesaling

Pharmacist

Pooling (bundling)

Pharmaceutical portfolio

Pharmaceutical pre-
wholesaler

The activity of pharmaceutical full-line wholesal-
ing consists of the purchase, warehousing, stor-
age, order preparation and delivery of medi-
cines. Pharmaceutical full-line wholesalers carry
and distribute the complete assortment of prod-
ucts in range and depth within the framework
set by the authorities and the market to meet
the needs of those with whom they have normal
business relations. In addition to delivering all
medicines in their geographical area of activity
on the same day/within less than 24 hours,
pharmaceutical full-line wholesalers provide
working capital and extended financing services,
funding of stock and receivables of pharmacies
and health care professionals'®

The activity of pharmaceutical short-line whole-
saling consists of the purchase, warehousing,
storage, order preparation and delivery of me-
dicinal products. Pharmaceutical short-line
wholesalers carry and distribute only a selective
assortment of products?®®

A pharmacist is a person who has a university
degree in pharmacy and who is licensed to prac-
tise pharmacy. Services provided by pharma-
cists include for e.g. the preparation of medi-
cines according to prescriptions of medical and
dental practitioners, or established formulae;
checking prescriptions to ensure that recom-
mended dosages are not exceeded, and that
instructions are understood by patients®

In our study, pooling or bundling is a wholesale
benefit, which involves the distribution of prod-
ucts from several manufacturers combined in
one delivery

A pharmaceutical portfolio is the collective of
pharmaceuticals offered by a distributor®®

A pre-wholesaler is an agent acting on behalf of
a manufacturer and is responsible for the stor-
age and distribution of the manufacturer’s prod-
ucts to other wholesalers and to hospitals'’
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Productivity

Product recall

Public Service Obligation

Purchasing

Quotas

Reduced Wholesale Ar-
rangement (RWA)

Reimbursement

Retail (community) phar-
macy

RX products

Safety stock

Solvency

Productivity refers to the total output of goods
and services in a defined period of time divided
by work hours®

A product-recall is the process of withdrawing or
removing a pharmaceutical product from distri-
bution channels if a problem arises with a me-
dicinal product (e.g. product integrity concerns)
and returning it to the manufacturer?

The obligation placed on wholesalers to guaran-
tee permanently an adequate range of medicinal
products to meet the requirements of a specific
geographical area and to deliver the supplies
requested within a very short time over the
whole of the area in question®

Purchasing is defined as the activity of buying
materials, stock, equipment etc. that a company
needs to produce goods or services'®

In the context of this study the term quotas is
defined as limits on the quantity of ordered me-
dicinal products

In the Reduced Wholesale Arrangement phar-
maceutical manufacturers use only a small
number of selected wholesalers in their tradi-
tional manner to distribute medicinal products

Reimbursement relates to the percentage of the
reimbursed price (for a service or medicinal
product) which is paid by a third-party payer
(e.g. Social insurance agency)?

A retail pharmacy is a pharmacy which dispens-
es medicinal products to patients?®

In our study RX products are defined as Pre-
scription only medicines

A safety stock is defined as extra units of inven-
tory which is carried as protection against possi-

ble stock outs*

Solvency or solvent is defined as the condition
of a company which is able to satisfy its obliga-
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Stakeholder

Stock

Stock (inventory) turnover

Supply chain

Turnover

Value added

Vertical integration

Warehouse

Wholesale distribution of
medicinal products

tions®

Anyone who is affected by a company's activi-
ties and/or performance®*

A stock refers to goods manufactured or bought
for re-sale by a business®

The stock turnover is the number of times in a
trading year in which a firm sells the value of its
inventory*

The supply chain is the system of organisations,
people, technology, activities, information and
resources involved in shifting a product or ser-
vice from supplier to customer?

The turnover is defined as the income of a busi-
ness over a period of time (usually a year)*

The difference between the value of the output
and the value of the inputs purchased from oth-
er business companies is defined as the value
added’

The vertical integration is the combination of a
parent firm and the suppliers of its raw materi-
als or purchasers of its finished product*

A warehouse is a branch office which is often
decentralized and which is used to store, consol-
idate, age, or mix stock®

The wholesale distribution of medicinal products
is based on all activities consisting of procuring,
holding, supplying or exporting medicinal prod-
ucts, apart from supplying medicinal products to
the public. Such activities are carried out with
manufacturers or their depositories, importers,
other wholesale distributors or with pharmacists
and persons authorized or entitled to supply
medicinal products to the public in the Member
State concerned!!
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ANNEX 1

Country-specific results

This section highlights the country-specific results regarding delivery time, fre-
quency of deliveries as well as the results for the working capital, process costs
and the direct and indirect effects.

In France, 66 pharmacists took part in the survey, in Germany 100, whereas in
Spain there were 124. In the Netherlands, 89 pharmacists answered the question-
naire and in the UK 94.

Figure 26: Delivery time in hours (pharmaceutical full-line wholesaler vs.
pharmaceutical short-line wholesaler vs. direct sales from manufacturer) in
DE, ES, FR, (IT), NL, UK, 2011
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* this figure represents the weighted delivery time in hours reported from GIRP pharmaceutical full-line
wholesale members

** this is the weighted delivery time in hours perceived by the respondent pharmacists in the five
countries observed (based on national pharmacy open hours)

Source: IPF research 2011, Pharmacy questionnaires

As already mentioned, medicinal products can only be used for therapy if they are
available on time. In Germany, pharmaceutical full-line wholesalers deliver the
fastest, namely within 2.85 hours on average. Pharmacists in the Netherlands
have to wait 16.35 hours on average to receive a delivery from their pharmaceuti-
cal full-line wholesalers. The country with the highest delivery time for direct sales
from manufacturers is Spain with 97.63 hours on overage. Germany has the low-
est delivery time for direct sales from manufacturers (26 hours on average).

When comparing the perceived delivery time in hours with the reported one it can

be mentioned that only in Germany the perceived and the reported delivery time
are nearly the same, namely 2.85 hours perceived versus 2 hours reported. The
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greatest difference is found in the Netherlands. Dutch pharmaceutical full-line
wholesaler report a delivery time of 4.5 hours whereas Dutch pharmacists per-
ceive 16.35 hours. This may result from the fact that the pharmacies in the Neth-
erlands are only supplied once per day on average. As a result, the average deliv-
ery time perceived by respondent pharmacists in the six analysed countries differs
slightly from the one reported be pharmaceutical full-line wholesalers — 4.53 hours
versus 2.66 hours.

Figure 27: Reported delivery time of the pharmaceutical full-line wholesal-
ers in hours in DE, ES, FR, IT, NL, UK, 2011
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Source: GIRP 2011
Figure 28: Deliveries per week (pharmaceutical full-line wholesaler vs.
pharmaceutical short-line wholesalers vs. direct sales from manufacturer)
in DE, ES, FR, (IT), NL, UK, 2011
.
UK [ ] 7.89
Average** 3.07 = 3:30
14.51
Average*

OShort-line wholesaler ODirect sales from manufacturer mFull-line wholesaler

* this figure represents the weighted number of deliveries per week reported from GIRP pharmaceuti-
cal full-line wholesale members

** this is the number of deliveries per week perceived by the respondent pharmacists in the five coun-
tries observed (based on pharmacy opening hours)

Source: IPF research 2011, Pharmacy questionnaires
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In most of the six countries, pharmacists receive deliveries from pharmaceutical
full-line wholesalers three times per day on average. In Germany pharmacists re-
ceive 3.3 orders within 24 hours (delivery also during the night), whereas in the
Netherlands, the pharmacies are supplied once daily on average. The perceived
deliveries per week of the pharmaceutical full-line wholesalers are comparable to
the reported deliveries per week by the GIRP member organisations (see figure
29).

Figure 29: Reported deliveries per week of the pharmaceutical full-line
wholesalers in DE, ES, FR, IT, NL, UK, 2011
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Figure 30: Pre-financing* in million €, DE, ES, FR, IT, NL, UK, 2011
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Source: Company questionnaires, GIRP data 2010, IPF research 2011

As pharmaceutical full-line wholesalers can claim to be representative for all
wholesalers in the markets observed, the calculation of the pre-financing is based
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on a national pharmaceutical full-line wholesale basis. On a weighted average,
pharmaceutical full-line wholesalers in the six observed countries pre-finance
€10.2 billion for 41 days. German pharmaceutical wholesalers pre-finance €2.6
billion for 38 days on average; whereas in Italy €2.3 billion are pre-financed for 68
days (figure 30).

The pharmaceutical wholesalers in the EU 25 + 2 pre-financed
together on average €12.7 billion over a period of 35 days.

Figure 31: Process costs in the pharmacy per order (pharmaceutical full-
line wholesaler) in DE, ES, FR, IT, NL, UK, 2011

€14 | order from pharmaceutical full-line wholesaler |
€12
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B Determination of order demand O Transmission of order

EReceiving and storaging of delivery @ Checking the delivery note and bill

Source: De Grip et al. 2003, IfH 2008, Instituto Nacional de Estadistica 2008, IPF research 2011,
Istat (oral information), NHS careers 2010, Statistisches Bundesamt Deutschland 2010, WK
Pharma 2011

According to the average annual gross salary of pharmacy assistants per country,

France has the lowest process costs (€7.10) generated by placing an order with a

pharmaceutical full-line wholesaler. The highest process costs exist in the UK with
€8.93. It is the same for placing an order through direct sales from a manufactur-
er, where in the UK is €12.72. The lowest process cost for direct sales orders exist
in the Netherlands with €10.11
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Figure 32: Process costs in the pharmacy per order (direct sales from man-
ufacturer) in DE, ES, FR, IT, NL, UK, 2011
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Source: De Grip et al. 2003, IfH 2008, Instituto Nacional de Estadistica 2008, IPF research 2011,
Istat (oral information), NHS careers 2010, Statistisches Bundesamt Deutschland 2010, WK
Pharma 2011

According to the result of the pharmacists’ questionnaire, the number of manufac-
turers whose products are pooled per delivery varies by country. Table 3 gives an
overview of the collected data. The numbers were weighted according to the num-
ber of pharmacies per country.

Table 3: Pooled manufacturers/delivery and deliveries/day of the pharma-
ceutical full-line wholesaler in DE, ES, FR, IT, NL, UK, 2011

Pooled manufacturers/delivery @ deliveries/day
DE 18.42 3.3
ES 23.31 3
FR 13.53 2
IT 20.00 3
NL 14.49 1
UK 16.01 2
Average 18.28 2.65

Source: GIRP data 2010, IPF research 2011, Pharmacy questionnaires

Pharmaceutical full-line wholesalers pool products of 18.28 manufacturers per de-
livery on a weighted average. The cost difference of 18.28 deliveries from manu-
facturers is €199.71 compared to one delivery from a wholesaler.

Pharmacists in the Netherlands receive a delivery from their pharmaceutical full-
line wholesaler, where products of 14.49 manufacturers on average are pooled.
This translates into a cost difference of €168.11 compared with 14.49 separate
deliveries from manufacturers. A pharmaceutical full-line wholesaler in Spain bun-

64



dles products of 23.31 manufacturers per delivery on average. Therefore, the cost
difference is much higher than in the Dutch case, namely €255.56.

€ 250.000

€ 200.000

€ 150.000

€ 100.000

€ 50.000

€0

€211,180.46

€ 105,

Table 4: Cost differences between a delivery from a pharmaceutical full-
line wholesaler compared to deliveries from different manufacturers in DE,

DE
ES
FR
IT

NL
UK

Average

ES, FR, IT, NL, UK, 2011
total total difference
(wholesaler) (different
manufacturers)
€7.82 €205.11 €197.29
€7.94 €263.49 €255.56
€7.10 €136.82 €129.72
€8.57 €244.16 €235.59
€8.56 €176.67 €168.11
€8.93 €203.61 €194.68
€7.98 €207.69 €199.71

Source: IfH 2008, IPF research 2011, Pharmacy questionnaires

Figure 33: Impact on process costs per pharmacy, country and year, DE,
ES, FR, IT, NL, UK 2011
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Source: GIRP data 2010, IPF research 2011, Pharmacy questionnaire

Average*

The impact on process costs per country depends on the average number of deliv-
eries per day and the number of products from different manufacturers pooled per
order. The results show the impact on process costs per year. Firstly, the average
process costs per pharmacy per year are illustrated if the pharmacy is supplied
only by wholesalers. Furthermore, figure 33 gives an overview of the yearly pro-
cess costs if 25, 50 or 100% of the wholesale deliveries were carried out by the
manufacturers.
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Figure 34: Direct, indirect and induced effects on value added (in million €)
in DE, ES, FR, IT, NL, UK, 2010
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Figure 34 presents the direct, indirect and induced effects on value added. These
effects depend on the market size. The direct effects make up the biggest share of
the value added and are created within the wholesale industry through its opera-
tions. Indirect effects are the sum of the pharmaceutical full-line wholesalers’ in-
termediate inputs. The investments made by pharmaceutical full-line wholesalers
and preliminary industries as well as the consumption by employees of the whole-
sale sector and preliminary industries, sum the induced effects up.

The value added is created in Germany with €1,956 million followed by UK and
France with €1,727 and €1,429 million.
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Figure 35: Direct, indirect and induced effects on employment in DE, ES,
FR, IT, NL, UK, 2010
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Figure 35 illustrates the direct, indirect and induced effects on employment. Com-
pared to figure 34 it has to be noticed that the share of the effects on employment
can differ from the share of the effects on value added due to different distribution
models in the countries as well as the different size of the companies.

In Germany, the biggest market, the effects on employment were the largest with
the creation of 26,426 jobs, arising as a result of the direct employment and of
the direct added value.

In the Netherlands, the smallest pharmaceutical market, still 7,214 jobs were cre-
ated by the pharmaceutical wholesaling sector.
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ANNEX2

The calculation of the quantitative efficiency indicators will be described in the fol-
lowing.

Working Capital

Working Capital Management can be used as an instrument to optimise a compa-
ny’s solvency and productivity. It focuses on analysing the problems which can
arise in the course of planning, steering and regulating of the short-term working
capital and liabilities and the interrelations between them (Hofmann et al. 2011).

Net Working Capital is a ratio of the Working Capital management and an efficien-
cy indicator. Strictly speaking the Net Working Capital is defined as the difference
between liabilities - from deliveries and performances and possible additionally
current liabilities - and current assets (Hofmann et al. 2011).

Several ratios are needed to analyse and control the Net Working Capital:
Days Sales Outstanding — DSO

(capital commitment from accounts receivable)

Days Inventory Outstanding - DIO

(capital commitment from stock)
Days Payable Outstanding - DPO
(pre-financing from suppliers)

= Net Working Capital Days

A concept to measure and control the effectiveness of the Working Capital Man-
agement is the concept of the Cash to Cash Cycle. Within the concept the Cash to
Cash Cycle time is the essential ratio of the Cash to Cash Cycle and is defined as
the time period from payment outflow for resources to suppliers up to payment
inflow from the customer (Hofmann et al. 2011).

Input-Output Analysis

Input-output analysis focuses on the examination of the flow of goods and ser-
vices between industries and its impact on overall demand for labour and capital
within an economy.

Within the concept a distinction between final demand and intermediate demand

has to be made. Final demand embraces goods and services sold to the final cus-
tomers, whereas intermediate demand refers to inter-industry trading. Together,
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these two types of demand result in the total demand in various sectors of the
economy.

Final demand directly creates value added and jobs in the specific industry. These
effects are therefore called direct effects. Final demand also influences the level of
intermediate-demand for goods and services provided by supplying industries,
therefore stimulating investment and labour in these sectors. These effects are
referred to as indirect effects. Direct and indirect effects only observe direct sup-
plier-customer relations, but increase in employment also radiates in other sec-
tors, due to consumption and investment (induced effects).

Value added is defined as the value of a company’s output minus the value of the
intermediate goods purchased from supplying industries. Therefore, the calcula-
tion of value added is closely related to the production value. For trading-
industries, production value is computed as follows:

Turnover
+ Capitalized production
- Goods and services for resale

+/- Changes in stocks of finished products and work in progress

= Production value

In a second step, value added at factor cost is calculated using the following top-
down scheme:

Production value
- Carriage forward
- Purchase of material for processing
- Operating cost
- Low value assets
- Taxes and fiscal charges
+ Subsidies

= Value added at factor cost

Therefore, value added at factor cost embraces:

= Net operating surplus

= Wages and salaries

= Intermediate consumption
= Charges on production

= Depreciation

Leontief’'s input-output-model provides the methodological basis for the examina-
tion of the flow of goods and services between different sectors of the economy.
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The model is based on an economy with n sectors of the economy. The total pro-
duction value x of sector i comprises goods and services supplied by sector i to
sector j (intermediate goods) and goods and services provided by sector i for
final consumption ( y ) (Pischner et al. 1976).

1 n
W K=3 T+,
j=1

Equation (1) may also be expressed by the matrix

(2) x:ix'jer with x;'z(xlj’XZJ""’xllj)

i=l
The production functions of Leontief’'s model are given in equation:

(3) X;=a;-X; withi=1,2,...,n
j=12,...,n

a; ...input — coefficient

The input-coefficients are put together in matrix A, resembling the cost-structure
of the economy. Each element a; of matrix A displays the value of intermediate

goods procured by sector j . Therefore, a; can be interpreted as direct effect of

production generated in sector i by producing the quantities of intermediate
goods demanded by sector j .

4 SN
() A-szxj
i=1
The Leontief-equation is obtained by substituting equation (4) in (2).

(5) x=A-x+y withOSaijSl

Given the constraint in equation (5) the solution to the model is

(6) x=(E-A)" -y
x=C-y

E...Identity matrix

C...Leontief inverse
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The Leontief-inverse C measures all production effects induced by final consump-
tion. Any element ¢ shows how many units of intermediate goods of sector i

need to be obtained to produce one unit in sector j .

By multiplying (E—A)_1 with the vector of final consumption AC, the induced
production AX, might be computed in addition.

(7) AX,=(E-A)"-AC,

Baligh-Richartz Effect

By analysing vertical market structures Baligh and Richartz in the 1960s discov-
ered a law, proving that the use of intermediaries is efficient even if they induce
higher cost than a direct contact between manufacturers and retailers would
(Gimbel 1985).

In an economy with m producers, n consumers and no intermediaries, the num-
ber of contacts is m-n . Supposing that no matter how many producers and cus-
tomers are in the market costs of contact are constant and equal 1, than total cost
of contactis C,=m-n.

When introducing one intermediary in the distribution chain the number of trans-

actions and costs are reduced to G =m+nl In an economy with 8 producers and 8

customers, the number of contacts would therefore be 64 whereas the number of
contacts is reduced to 16 by introducing a single intermediary. Therefore costs

also are reduced by (mn)—(m+n)

Potential savings from the existence of intermediaries is growing dramatically with
the number of producers and customers because of the multiplicative effects of
direct distribution. Suggesting perfect competition, the benefits of introducing in-
termediaries are reduced with the installation of further middle-man until
m'nza'(m+n) with a representing the number of traders. Therefore, with

a= companies in the market as much costs occur as if the goods were trad-

m+n

ed directly.

Process Costs

The analysis of the process costs in the pharmacy focuses on the evaluation of the
costs of the different purchasing processes and the time required for ordering me-
dicinal products.
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The time required for the different process steps depends on the distribution sys-
tem used. All necessary process steps for ordering medicinal products are realised
by a pharmacy assistant.®

Although the determination of the order demand is predefined by the inventory
management system and supported by the amount available, additional and main-
ly externally controlled manual activities have to be done. For example: several
orders from the pharmaceutical full-line wholesalers are affected by the need of
the customers for particular, not stocked medicinal products. The time required for
the determination of order demand amounts to 9 minutes for the pharmaceutical
full-line wholesale order versus 7 minutes for the order from the manufacturer
(direct sale) (IfH 2008).

Normally, pharmaceutical full-line wholesalers recall the order data electronically
from the inventory management system from their pharmacies. Furthermore, it is
possible that pharmacies contact their pharmaceutical full-line wholesalers once or
several times per day for reorder or to clarify open questions via phone. It takes
the pharmacy assistant 3 minutes to transfer an order to the pharmaceutical full-
line wholesaler and 2 minutes to transfer it to the manufacturer (IfH 2008). The
reason for this time discrepancy is that in the case of a pharmaceutical full-line
wholesale order, pharmacy assistants usually order a higher amount of medicinal
products, which is mostly not the case when ordering through direct sales from
manufacturer.

Receiving and storage of the delivery include the original inspection, the booking
of the incoming goods and the storage and removing of the goods. 17 minutes are
needed for a delivery from a pharmaceutical full-line wholesaler and 32 minutes
for a delivery from direct sale from manufacturer. The longer time for a delivery
from the manufacturer is caused by the accumulation of transactions (IfH 2008).

Due to the fact that pharmacies receive single invoices, they have an additional
expense regarding book-keeping, the time to check the delivery note and bill of up
to 6 minutes whereas it is 4 minutes for deliveries from pharmaceutical full-line
wholesalers. According to IfH (2008) pharmacies receive bills from pharmaceutical
full-line wholesalers every two weeks, respectively per month.

> The following data obtained from a study amongst selected pharmacies which took place between
October 2005 and March 2006. The study was conducted by the “Institut fir Pharmkodkonomie und
Arzneimittellogistik” (IPAM) of the University of Wismar, Germany. The objective of this study was to
find out which process costs are caused by the different distribution systems in different pharmacies.
Therefore, five pharmacies which are different concerning their dimension and historical purchasing
character but representative for the whole market, were selected. See Wilke T., Neumann K.: GroB-
handel, Uberweisergeschift oder Direkteinkauf?, in DAZ, 147. ]Jg. (2007), Nr. 41, S. 54-66. The cal-
culations are based on the assumptions of the IfH. See Institut fiir Handelsforschung (IfH): Profil und
Effizienz des vollversorgenden pharmazeutischen GroBhandels, 2008.
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Process step Delivery from pharmaceutical Delivery from direct sales

Jfull-line wholesaler Jrom manufacturer
Determination of order ~ Duration (min.): 9 Duration (min.): 7
demand Responsibility: pharmacy assistant ~ Responsibility: pharmacy assistant
Duration (min.): 3 Duration (min.): 2

Transmission of order . . .
f Responsibility: pharmacy assistant ~ Responsibility: pharmacy assistant

Receiving and storage of  Duration (min.): 17 Duration (min.): 32
delivery Responsibility: pharmacy assistant ~ Responsibility: pharmacy assistant
Checking the delivery Duration (min.): 4 Duration (min.): 6
note and bill Responsibility: pharmacy assistant  Responsibility: pharmacy assistant

Based on the national gross salaries per minute in the six countries the process
costs have been quantified and calculated.

Gross salary per minute

(in €)
DE 0.24
ES 0.24
FR 0.22
IT 0.26
NL 0.26
UK 0.27

Source: De Grip et al. 2003, Instituto Nacional de Estadistica 2008, IPF research 2011, Istat
(oral information), NHS careers 2010, Statistisches Bundesamt Deutschland 2010, WK Pharma
2011

Due to the fact that pharmaceutical full-line wholesalers pool a number of medici-
nal products from different manufacturers per order the process costs of a delivery
from the manufacturer were multiplied with this number of different manufactur-
ers to compensate the costs and to compare it with the costs per order from
pharmaceutical full-line wholesalers.

To calculate the impact of process costs per year for pharmaceutical full-line

wholesalers, the number of deliveries per week was multiplied with the process
costs and 52 weeks.
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ANNEX 3

Survey findings

In the following data gathered through the pharmacy questionnaires are explained
in detail on a country level. As mentioned in Annex 4 the pharmacists’ question-
naire collects data concerning the distribution of medicinal products, the service
level offered by the different distribution models and the safety of transport per-
ceived by the pharmacists.

Germany (DE)

Table 5: Concerns regarding the distribution — pharmaceutical full-line
wholesalers DE

problem neutral no problem

increased pharmacy 4 o .
Stock effort 15.70% 10.10% 74.20%
order-effort (e.g.
extra staff time, time 14.60% 21.30% 64.00%
needed for an order)
Other: damaged products 1.09%

financial constraints 1.09%

Source: IPF research 2011, Pharmacy questionnaires

Table 6: Concerns regarding the service level — pharmaceutical full-line
wholesalers DE
problem neutral no problem

financial support

(e.g. loan guarantee, 19.10% 16.90% 64.00%
extended credit)

order system (e.g.

operator 6.70% 10.10% 83.10%
convenience, easy

access)

cut-off time offered 10.10% 15.70% 74.20%
amount of products

(range of products) 9.00% 14.60% 76.40%
:fr';":ments 12.40% 25.80% 61.80%
orderlines 12.40% 14.60% 73.00%
:I’;‘.I“:‘:r’;“ gk 5.60% 11.20% 83.10%
z:fi“’,::s ':I':":Z af 3.40% 12.40% 84.30%
g;‘:}’;gf:er‘”ce 1o 2.20% 16.90% 80.90%
;‘:‘;:L‘:'me/ = 11.20% 14.60% 74.20%
Other: discounts 2.17%

Source: IPF research 2011, Pharmacy questionnaires
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Table 7: Concerns regarding the safety — pharmaceutical full-line whole-

salers DE
problem neutral no problem
protecting against
counterfeited 12.40% 5.60% 82.00%
pharmaceuticals
safety of transport 9.00% 10.10% 80.90%
raspecting cold 7.90% 5.60% 86.50%

chain

Source: IPF research 2011, Pharmacy questionnaires

Table 8: Concerns regarding the distribution — pharmaceutical short-line
wholesalers DE

problem neutral no problem
increased pharmacy
stock effort 37.50% 37.50% 25.00%
order-effort (e.g.
extra staff time, time 31.30% 25.00% 43.80%

needed for an order)

Source: IPF research 2011, Pharmacy questionnaires

Table 9: Concerns regarding the service level — pharmaceutical short-line
wholesalers DE
problem neutral no problem

financial support

(e.g. loan guarantee, 31.30% 18.80% 50.00%
extended credit)

order system (e.g.

operator 5 5 .

ConVahiancs, Gasy 31.30% 18.80% 50.00%
access)

cut-off time offered 25.00% 25.00% 50.00%
amount of products

(ianpa of prodicts 50.00% 43.80% 6.30%
:fr"a‘:]egr:m onts 6.30% 37.50% 56.30%
orderlines 31.30% 31.30% 37.50%
zr:fi":‘;';cv ot 18.80% 18.80% 62.50%
SLTi‘\j:I:::tt’iI::: of 12.50% 31.30% 56.30%
:;‘:}ggfsse""ce to 25.00% 18.80% 56.30%
racnik tms . cacall 12.50% 37.50% 50.00%

service

Source: IPF research 2011, Pharmacy questionnaires
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Table 10: Concerns regarding the safety — pharmaceutical short-line
wholesalers DE

problem neutral no problem

protecting against
counterfeited 20.00% 20.00% 60.00%
pharmaceuticals

safety of transport 18.80% 12.50% 68.80%

respecting cold

= 12.50% 6.30% 81.30%
chain

Source: IPF research 2011, Pharmacy questionnaires

Table 11: Concerns regarding the distribution — direct sales from manufac-

turers DE
problem neutral no problem
increased pharmacy
Stock offort 61.00% 25.40% 13.60%
order-effort (e.g.
extra staff time, time 54.20% 32.20% 13.60%

needed for an order)

Source: IPF research 2011, Pharmacy questionnaires

Table 12: Concerns regarding the service level — direct sales from manufac-
turers DE

problem neutral no problem

financial support

(e.g. loan guarantee, 45.80% 18.60% 35.60%
extended credit)

order system (e.g.

operator

convenience, easy 37.30% 37.30% 25.40%
access)

cut-off time offered 40.70% 28.80% 30.50%
amount of products

(range of products) 25.40% 23.70% 50.80%
pelery 18.60% 30.50% 50.80%
arrangements

orderlines 50.80% 28.80% 20.30%
frequency of 32.20% 28.80% 39.00%
delivery

predictability of

delivery time 39.00% 40.70% 20.30%
provide service to

patients 55.90% 28.80% 15.30%
petall- s recal 23.70% 22.00% 54.20%

service

Source: IPF research 2011, Pharmacy questionnaires
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Table 13: Concerns regarding the safety — direct sales from manufacturers

problem

protecting against
counterfeited 6.80%
pharmaceuticals

safety of transport 13.60%
respecting cold 13.60%
chain ’ °

DE

neutral

8.50%

16.90%

13.60%

no problem

84.70%

69.50%

72.90%

Source: IPF research 2011, Pharmacy questionnaires
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Spain (ES)

Table 14: Concerns regarding the distribution — pharmaceutical full-line
wholesalers ES

problem neutral no problem
increased pharmacy & o -
Stock offort 10.60% 22.00% 67.50%
order-effort (e.g.
extra staff time, time 7.30% 5.70% 87.00%
needed for an order)
Other: deliveries 1.60%

Source: IPF research 2011, Pharmacy questionnaires

Table 15: Concerns regarding the service level — pharmaceutical full-line
wholesalers ES

problem neutral no problem

financial support
(e.g. loan guarantee, 4.90% 19.50% 75.60%
extended credit)
order system (e.g.
operator

convenience, easy 4.10% 5.70% 90.20%
access)

cut-off time offered 0.80% 6.50% 92.70%
amotnt of prodicts 2.40% 17.90% 79.70%
(range of products)

e 2.40% 4.90% 92.70%
arrangements

frequency of 2.40% 8.90% 88.60%
delivery

predictability of

delivery time 4.90% 8.90% 86.20%
provide service to

patients 3.30% 9.80% 87.00%
recall-time/recall

e~ 7.30% 18.70% 74.00%
Other: delivery (defect levels) 0.80%

Source: IPF research 2011, Pharmacy questionnaires

Table 16: Concerns regarding the safety — pharmaceutical full-line whole-
salers ES
problem neutral no problem

protecting against
counterfeited 0.80% 1.60% 97.60%
pharmaceuticals

safety of transport 0.80% 4.90% 94.30%
Tespecting cold 4.90% 11.40% 83.70%
chain

Other: Delivery (damage) 0.80%

Source: IPF research 2011, Pharmacy questionnaires
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Table 17: Concerns regarding the distribution — direct sales from manufac-

increased pharmacy
stock effort
order-effort (e.g.
extra staff time, time
needed for an order)

Other:

turers ES
problem neutral
32.10% 24.40%
28.20% 39.70%

delivery (incomplete deliveries)

no problem

43.60%

32.10%

1.28%

Source: IPF research 2011, Pharmacy questionnaires

Table 18: Concerns regarding the service level — direct sales from manufac-

financial support
(e.g. loan guarantee,
extended credit)
order system (e.g.
operator
convenience, easy
access)

cut-off time offered
amount of products
(range of products)

delivery
arrangements

frequency of
delivery

predictability of
delivery time

provide service to
patients

recall-time/recall
service

Other:

turers ES
problem neutral
28.60% 40.30%
27.30% 36.40%
39.00% 35.10%
11.70% 31.20%
14.30% 41.60%
46.80% 39.00%
39.00% 40.30%
53.20% 29.90%
37.70% 35.10%

delivery (loss of boxes)

no problem

31.20%

36.40%

26.00%
57.10%
44.20%
14.30%
20.80%
16.90%
27.30%

1.28%

Source: IPF research 2011, Pharmacy questionnaires

Table 19: Concerns regarding the safety — direct sales from manufacturers

protecting against
counterfeited
pharmaceuticals

safety of transport

respecting cold
chain

Other:

Source:

ES
problem neutral
2.60% 13.00%
15.60% 14.30%
18.20% 28.60%

delivery (damage)

no problem

84.40%

70.10%

53.20%

2.56%

IPF research 2011, Pharmacy questionnaires
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France (FR)

Table 20: Concerns regarding the distribution — pharmaceutical full-line

increased pharmacy
stock effort
order-effort (e.g.
extra staff time, time
needed for an order)

Other:

problem

13.60%

10.60%

wholesalers FR

quotas

neutral

15.20%

18.20%

delivery mistakes (e.g. damage)

out of stocks (availability of products)

no problem

71.20%

71.20%

4.55%

3.03%

3.03%

Source: IPF research 2011, Pharmacy questionnaires

Table 21: Concerns regarding the service level — pharmaceutical full-line

financial support
(e.g. loan guarantee,
extended credit)
order system (e.g.
operator
convenience, easy
access)

cut-off time offered
amount of products
(range of products)

delivery
arrangements

frequency of
delivery

predictability of
delivery time

provide service to
patients

recall-time/recall
service

Other:

problem

15.20%

3.00%

9.10%
12.10%
3.00%
0.00%
1.50%
7.60%

3.00%

wholesalers FR

neutral

12.10%

7.60%

19.70%

16.70%

10.60%

19.70%

10.60%

16.70%

13.60%

delivery mistakes

out of stocks (availability of products)

quotas

no problem

72.70%

89.40%

71.20%

71.20%

86.40%

80.30%

87.90%

75.80%

83.30%

4.55%

3.03%

3.03%

Source: IPF research 2011, Pharmacy questionnaires
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Table 22: Concerns regarding the safety — pharmaceutical full-line whole-

problem
protecting against
counterfeited 1.50%
pharmaceuticals
safety of transport 3.00%
respecting cold 6.10%

chain

salers FR
neutral no problem
4.50% 93.90%
9.10% 87.90%
4.50% 89.40%

Source: IPF research 2011, Pharmacy questionnaires

Table 23: Concerns regarding the distribution — direct sales from manufac-

problem
increased pharmacy 60.70%
stock effort '
order-effort (e.g.
extra staff time, time 46.40%

needed for an order)

turers FR
neutral no problem
21.40% 17.90%
28.60% 25.00%

Source: IPF research 2011, Pharmacy questionnaires

Table 24: Concerns regarding the service level — direct sales from manufac-

problem

financial support
(e.g. loan guarantee, 37.50%
extended credit)
order system (e.g.
operator 6
convenience, easy Cales s
access)
cut-off time offered 10.70%
amount of products 6
(range of products) 17.90%
delivery
arrangements Lo
:Ireguency of 21.40%

elivery
zre'dlctab!hty of 28.60%

elivery time
proyide service to 28.60%
patients
recall-time/recall
service 5 L0
Other:

turers FR
neutral no problem
17.90% 44.60%
39.30% 39.30%
19.60% 69.60%
16.10% 66.10%
33.90% 48.20%
21.40% 57.10%
21.40% 50.00%
14.30% 57.10%
16.10% 44.60%
extortion 1.79%

Source: IPF research 2011, Pharmacy questionnaires
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The European Pharmaceutical Wholesale Sector

Table 25: Concerns regarding the safety — direct sales from manufacturers

problem

protecting against
counterfeited 8.90%
pharmaceuticals

safety

respecting cold

chain

Other:

of transport 21.40%

16.10%

extortion

FR

neutral

16.10%

23.20%

16.10%

no problem

75.00%

55.40%
67.90%

1.79%

Source: IPF research 2011, Pharmacy questionnaires

IPF Institute for Pharmaeconomic Research
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The Netherlands (NL)

Table 26: Concerns regarding the distribution — pharmaceutical full-line

increased pharmacy
stock effort

order-effort (e.g.

extra staff time, time

needed for an order)

Other:

wholesalers NL

problem neutral
29.20% 31.50%
22.50% 42.70%

out of stocks (availability of products)

unreliable deliveries

no problem

39.30%

34.80%

4.50%

1.12%

Source: IPF research 2011, Pharmacy questionnaires

Table 27: Concerns regarding the service level — pharmaceutical full-line

financial support

(e.g. loan guarantee,

extended credit)
order system (e.g.
operator
convenience, easy
access)

cut-off time offered
amount of products
(range of products)
delivery
arrangements
orderlines
frequency of
delivery

predictability of
delivery time

provide service to
patients

recall-time/recall
service

Other:

wholesalers NL

problem neutral
12.40% 38.20%
14.60% 20.20%
10.10% 18.00%
18.00% 20.20%
12.40% 19.10%
6.70% 20.20%
7.90% 20.20%
12.40% 13.50%
22.50% 27.00%
37.10% 25.80%

out of stocks (availability of products)

no problem

49.40%

65.20%

71.90%

61.80%

68.50%

73.00%

71.90%

74.20%

50.60%

37.10%

1.12%

Source: IPF research 2011, Pharmacy questionnaires

Table 28: Concerns regarding the safety — pharmaceutical full-line whole-

protecting against
counterfeited
pharmaceuticals

safety of transport

respecting cold
chain

salers NL

problem neutral
6.70% 16.90%
3.40% 13.50%
4.50% 11.20%

no problem

76.40%

83.10%

84.30%

Source: IPF research 2011, Pharmacy questionnaires
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Table 29: Concerns regarding distribution — short line wholesalers NL

increased pharmacy
stock effort

order-effort (e.g.
extra staff time, time
needed for an order)

problem

38.90%

55.60%

neutral

38.90%

22.20%

no problem

22.20%

22.20%

Source: IPF research 2011, Pharmacy questionnaires

Table 30: Concerns regarding service level — pharmaceutical short-line

financial support

(e.g. loan guarantee,

extended credit)
order system (e.g.
operator
convenience, easy
access)

cut-off time offered
amount of products
(range of products)
delivery
arrangements
orderlines

frequency of
delivery
predictability of
delivery time
provide service to
patients

recall-time/recall
service

problem

22.20%

38.90%

33.30%
38.90%
22.20%
22.20%
22.20%
38.90%
38.90%

44.40%

wholesalers NL

neutral

44.40%

33.30%

38.90%

33.30%

50.00%

38.90%

33.30%

50.00%

33.30%

33.30%

no problem

33.30%

27.80%

27.80%

27.80%

27.80%

38.90%

44.40%

11.10%

27.80%

22.20%

Source: IPF research 2011, Pharmacy questionnaires

Table 31: Concerns regarding the safety — pharmaceutical short-line

protecting against
counterfeited
pharmaceuticals

safety of transport

respecting cold
chain

Source:

problem

11.10%

11.10%

11.10%

wholesalers NL

neutral

38.90%

38.90%

22.20%

no problem

50.00%

50.00%

66.70%

IPF research 2011, Pharmacy questionnaires
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Table 32: Concerns regarding distribution — direct sales from manufactur-

ers NL
problem neutral no problem
increased pharmacy 27.30% 31.80% 40.90%

stock effort

order-effort (e.g.
extra staff time, time 36.40% 31.80% 31.80%
needed for an order)

Source: IPF research 2011, Pharmacy questionnaires

Table 33: Concerns regarding service level — direct sales from manufactur-
ers NL

problem neutral no problem

financial support

(e.g. loan guarantee, 18.20% 40.90% 40.90%
extended credit)

order system (e.g.

operator

convenience, easy 40.90% 40.90% 18.20%
access)

cut-off time offered 36.40% 40.90% 22.70%
amount of products

(range of products) 22.70% 45.50% 31.80%
delivery

arrangements 22.70% 54.50% 22.70%
orderlines 27.30% 40.90% 31.80%
e 31.80% 45.50% 22.70%
delivery

pradiceablivy of 27.30% 50.00% 22.70%
delivery time ’ ’ '
provide service to

patients 36.40% 50.00% 13.60%
recall-tims /recall 40.90% 45.50% 13.60%

service

Source: IPF research 2011, Pharmacy questionnaires

Table 34: Concerns regarding the safety — direct sales from manufacturers

NL
problem neutral no problem
protecting against
counterfeited 4.50% 36.40% 59.10%
pharmaceuticals
safety of transport 4.50% 50.00% 45.50%
Senp=cting cald 0.00% 40.90% 59.10%

chain

Source: IPF research 2011, Pharmacy questionnaires
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United Kingdom (UK)

Table 35: Concerns regarding distribution — wholesalers UK

problem neutral no problem

increased pharmacy 4 a .
Yok offoet 45.41% 20.70% 33.94%
order-effort (e.g.
extra staff time, time 47.10% 17.83% 35.07%
needed for an order)
Other: out of stocks (availability of products) 3.19%

quotas 3.19%

Patient confidentially due to faxing

0,
prescription el

Source: IPF research 2011, Pharmacy questionnaires

Table 36: Concerns regarding service level — wholesalers UK

problem neutral no problem

financial support
(e.g. loan guarantee, 16.70% 43.71% 39.64%
extended credit)
order system (e.g.
operator

O U BRishHEs, Sasy 22.41% 22.43% 55.21%

access)

cut-off time offered 13.22% 25.30% 61.53%

smiatint ot products 45.98% 18.96% 35.11%

(range of products)

ph sy 18.94% 23.60% 57.50%

arrangements

orderlines 15.51% 28.21% 56.33%

frequency of

Mty 10.32% 20.74% 68.99%

predictability of

defivary tima 20.66% 18.42% 60.96%

provide service to

patients 24.15% 22.99% 52.85%

recall-time/recall 14.36% 37.95% 47.73%

service

Other: quotas 2.13%
out of stocks (availability of products) 1.06%

unfair fuel surcharge 2.13%

Source: IPF research 2011, Pharmacy questionnaires



Table 37: Concerns regarding the safety — wholesalers UK

problem neutral no problem

protecting against
counterfeited 10.36% 27.02% 62.67%
pharmaceuticals

safety of transport 4.63% 23.02% 72.40%
Fespecting cold 9.79% 19.55% 70.71%
chain

Other: out of stocks (availability of products) 1.06%

Source: IPF research 2011, Pharmacy questionnaires

Table 38: Concerns regarding distribution - DTP UK

problem neutral no problem
increased pharmacy
Yook offoit 96.60% 3.40% 0.00%
order-effort (e.g.
extra staff time, time 98.90% 1.10% 0.00%
needed for an order)
Other: quotas 8.70%
out of stocks (availability of products) 5.43%
faxing details - patient confidentially 3.26%

Source: IPF research 2011, Pharmacy questionnaires

Table 39: Concerns regarding service level - DTP UK

problem neutral no problem

financial support

(e.g. loan guarantee, 32.20% 49.40% 18.40%
extended credit)

order system (e.g.

operator

Convemiance; aasy 70.10% 13.80% 16.10%

access)

cut-off time offered 73.60% 14.90% 11.50%

amount of products

(range of products) 66.70% 23.00% 10.30%

delivery

arrangements 74.70% 17.20% 8.00%

orderlines 37.90% 41.40% 20.70%

e e 63.20% 25.30% 11.50%

delivery

predicratulity of 69.00% 18.40% 12.60%

delivery time : : )

RS SR D 92.00% 4.60% 3.40%

patients : : :

recall-time/recall

iy 35.60% 42.50% 21.80%

Other: out of stocks (availability of products) 4.35%
quotas 4.35%

Source: IPF research 2011, Pharmacy questionnaires



Table 40: Concerns regarding the safety —- DTP UK

problem neutral no problem
protecting against
counterfeited 12.60% 35.60% 51.70%
pharmaceuticals
safety of transport 12.60% 34.50% 52.90%
Fespecting cold 12.60% 36.80% 50.60%
chain
Other: quotas 1.09%

Source: IPF research 2011, Pharmacy questionnaires

Table 41: Concerns regarding distribution - RWA UK

problem neutral no problem

increased pharmacy
stock effort 95.40% 3.10% 1.50%
order-effort (e.g.
extra staff time, time 95.40% 3.10% 1.50%
needed for an order)
Other: guotas 9.23%

out of stocks (availability of products) 4.62%

Source: IPF research 2011, Pharmacy questionnaires

Table 42: Concerns regarding service level - RWA UK

problem neutral no problem

financial support

(e.g. loan guarantee, 35.40% 46.20% 18.50%
extended credit)

order system (e.g.

operator 73.80% 12.30% 13.80%

convenience, easy

access)

cut-off time offered 69.20% 15.40% 15.40%

S TS PR R 70.80% 18.50% 10.80%

(range of products)

CeNueRy 58.50% 23.10% 18.50%

arrangements

orderlines 35.40% 36.90% 27.70%

frequency of

delivery 41.50% 33.80% 24.60%

predictability of

delivery time 52.30% 23.10% 24.60%

provide service to

patients 86.20% 4.60% 9.20%

recall-time/recall 21.50% 44.60% 33.80%

service

Other: quotas 7.69%
out of stocks (availability of products) 3.08%

Source: IPF research 2011, Pharmacy questionnaires



Table 43: Concerns regarding the safety - RWA UK

problem

protecting against
counterfeited 12.30%
pharmaceuticals

safety of transport 10.80%

respecting cold

)
Fiuia 10.80%

neutral

32.30%

24.60%

21.50%

no problem

55.40%

64.60%

67.70%

Source: IPF research 2011, Pharmacy questionnaires P

Table 44: Concerns regarding distribution — direct sales from manufactur-

ers UK

problem neutral
increased pharmacy - o
stock effort 83.10% 13.60%
order-effort (e.g.
extra staff time, time 86.40% 10.20%
needed for an order)
Other: faxing details - patient confidentially

quotas

no problem

3.40%

3.40%

5.00%

5.00%

Source: IPF research 2011, Pharmacy questionnaires

Table 45: Concerns regarding service level — direct sales from manufactur-

problem

financial support

(e.g. loan guarantee, 30.50%
extended credit)

order system (e.g.

operator

convenience, easy 76307

access)

cut-off time offered 67.80%

amount of products 47.50%

(range of products) AR

delivery

arrangements 78 500

orderlines 40.70%

:Ireguency of 72.90%
elivery

pre_dlctab_lllty of 84.70%

delivery time

provide service to

patients 82.80%

recall-time/recall

service 258075

Other:

ers UK

neutral

44.10%

16.90%

20.30%
40.70%
16.90%
39.00%
18.60%
11.90%
8.50%
42.40%

quotas

no problem

25.40%

6.80%

11.90%

11.90%

6.80%

20.30%

8.50%

3.40%

1.70%

28.80%

1.67%

Source: IPF research 2011, Pharmacy questionnaires
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Table 46: Concerns regarding the safety — direct sales from manufacturers

UK
problem neutral no problem
protecting against
counterfeited 8.50% 27.10% 64.40%
pharmaceuticals
safety of transport 15.30% 30.50% 54.20%
seapecting cold 16.90% 32.20% 50.80%
chain
Source: IPF research 2011, Pharmacy questionnaires
Table 47: Future concerns — open question
Country Statement % Statement % Statement % Statement % Statement %
5 Shortages/supply
Spain problems 31.30%
Germany Additiﬁ)r;adl ork 6.30% Stock issues 5.10%
Fear reduction of
France Quotas 15.15% pharmaceutical 9.09%
wholesalers
Availability of .
Netherlands  medicinal  24.30% Add't'l"”z‘ work 5 7094
products =
Availability of . Fear the reduction
UK medicinal 25.40% lI=xy mg_lt_jsls Lk 15.20% Stock problems 12.70% of pharmaceutical 8.90% Current situation 7.60%
products wholesalers

Source: IPF research 2011, Pharmacy questionnaires
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ANNEX 4

Pharmacy questionnaire

The online-questionnaire that addressed pharmacists in the five (Germany,
France, the Netherlands, Spain and the UK) observed countries is attached below.
Please note, that this is the questionnaire that was available in the UK. In the oth-
er countries, the models RWA and DTP were not considered, as they are just
unique in the UK. Furthermore, at the section Service Line “order lines” was ex-
cluded in the Spanish and French questionnaire.

Questionnaire on
“Distribution profile and efficiency of the full-line pharmaceutical
wholesale industry”

On behalf of the European Association of Pharmaceutical Full-line Wholesalers
(GIRP), the Institute for Pharmaeconomic Research (IPF), a scientific research
institute based in Vienna, is conducting a study on the role of pharmaceutical full-
line wholesaling in Europe.

In the course of this study, data on pharmaceutical distribution to pharmacies in
six European countries will be collected to investigate the function of pharmaceuti-
cal full-line wholesalers in providing access to medicinal products in comparison to
other distribution channels such as direct-to-pharmacy (DTP) and short-lining and
to thereby assess its role for the healthcare system from a macroeconomic and
microeconomic point of view.

For this purpose, the IPF has created a short questionnaire to elicit potential prob-
lems with the different distribution channels (e.g. additional labor costs, limited
product range, increased stock capacity requirements, etc.) faced by the clients of
pharmaceutical full-line wholesalers - the pharmacists.

We hope to enlist your expertise in support of this study and would kindly like to
ask you to devote 4-6 minutes of your valuable time to complete the question-
naire www.equestionnaire.de/?q=8365. We are very grateful for your contribu-
tions.

For further information on the activities of our institute, we would like to refer you
to our website www.ipf-ac.at.

The confidentiality of the information you provide is guaranteed, as is compliance
with data protection regulations.
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The IPF thanks for your cooperation and would kindly like to refer you again to the
questionnairewww.equestionnaire.de/?q=8365.

For further questions please do not hesitate to contact us:

Ms.Aline Dragosits: a.dragosits@ipf-ac.at
Ms.Monira Said: m.said@ipf-ac.at
Phone: +43 1 513 20 07-12
www.ipf-ac.at
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General Data

1. In which area is your pharmacy located?
L] Wales [] England L] Scotland
] Northern Ireland

2. Inhabitants of the city/district where your pharmacy is located:
L] 0-5,000 ] 5,001-20,000 L] 20,001-100,000
] >100,000 [] > 1 Mio.

Distributionsystem

3. Where do you buy Rx medicines from (2 100%)?

System

Full-line Wholesaler %
Short-line Wholesaler %
Manufacturer (direct sales) %
Reduced wholesale model* %
DTP (direct-to-pharmacy)** %
Other: %
Total: 100 %

* p.e. Sanofi Aventis, Janssen-Cilag Ltd, Eisai, Abbot

** p.e. Pfizer, Astra Zeneca, Roche

a. How satisfied are you with your pharmaceutical distribution

system/s in general?

Full-line wholesaler
[] very satisfied [] satisfied [] neutral L] unsatisfied

[] very unsatisfied
Short-line wholesaler

[1 very satisfied [] satisfied [ neutral ] unsatisfied
[] very unsatisfied
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Manufacturer
[ ] very satisfied [ ] satisfied [] neutral
[] very unsatisfied

Reduced Wholesale model
[ very satisfied [] satisfied [ neutral

[] very unsatisfied

DTP
[] very satisfied [] satisfied [] neutral
[] very unsatisfied

] unsatisfied

] unsatisfied

] unsatisfied

b. How satisfied are you with the average Delivery Time (= time

between placing an order and receiving the delivery)?

Full-line wholesaler
[1 very satisfied [] satisfied [ neutral

[] very unsatisfied

Short-line wholesaler
[] very satisfied [] satisfied [] neutral

[] very unsatisfied

Manufacturer
[ very satisfied [] satisfied [ neutral

[] very unsatisfied

Reduced Wholesale model
[] very satisfied [] satisfied [] neutral
[] very unsatisfied

DTP
[ very satisfied [] satisfied [ neutral

[] very unsatisfied

] unsatisfied

] unsatisfied

] unsatisfied

] unsatisfied

] unsatisfied

a. How often do you receive delivery per day respectively per

week on average?
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Full-line wholesaler

@ delivery time in hours

OR

@ delivery time in days

OR

How often do you receive deliveries?

Short-line wholesaler

@ delivery time in hours

OR

@ delivery time in days

OR

How often do you receive deliveries?

Manufacturer

@ delivery time in hours

OR

@ delivery time in days

OR

How often do you receive deliveries?

Reduced Wholesale model

@ delivery time in hours

OR

@ delivery time in days

OR

How often do you receive deliveries?

DTP

@ delivery time in hours

OR

@ delivery time in days

OR

How often do you receive deliveries?

b. Which are the most frequent delivery problems (for e.g.:

false pharmaceuticals)? Please count their frequency (in %

of all deliveries):

Full-line wholesaler

Delivery mistake

% of deliveries

%

%

%
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Short-line wholesaler

Delivery mistake

% of deliveries

%

%

%

Manufacturer

Delivery mistake

% of deliveries

%

%

%

4. Please provide the average nhumber of manufacturers, whose prod-
ucts are bundled in a delivery:

Full-line wholesaler:
Short-line wholesaler:

Manufacturer:

Reduced wholesale model:

DTP:

5. In which areas do you see problems in the distribution?

a. Full-line wholesaler

huge roblem | neutral el & Al
problem P problem | problem
Increased pharmacy stock effort O O O O O
Order-effort (e.g. extra staff ] ] ] ] ]
time, time needed for an order
Other: [ [ [ [ [
b. Short-line wholesaler
huge hardly a No
problem glielallCul el problem | problem
Increased pharmacy stock effort 0 0 0 0 0
Order-effort (e.g. extra staff ] ] ] ] ]
time, time needed for an order
Other: ] ] O O O
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c. Manufacturer

huge hardly a No
problem problem | neutral problem | problem
Increased pharmacy stock effort O O O O O
Order-effort (e.g. extra staff ] ] ] ] ]
time, time needed for an order
Other: 0 0 0 0 0
d. Reduced wholesale model
huge hardly a No
probgljem problem | neutral probIZm problem
Increased pharmacy stock effort O O O O O
Order-effort (e.g. extra staff 0 0 0 0 0
time, time needed for an order
Other: O O O O O
e. DTP
huge hardly a No
probgljem problem | neutral probIZm problem
Increased pharmacy stock effort 0 0 0 0 0
Order-effort (e.g. extra staff ] ] ] ] ]
time, time needed for an order
Other: O O O O O

6. In which areas do you see problems concerning the service level?

Service Level

a. Full-line wholesaler

huge
problem

problem

neutral

hardly a
problem

No
problem

Financial support (e.g. loan
guarantee, extended credit)

O

O

O

O

O

Order system (e.g. operator
convenience, easy access)

Cut-off time offered

Amount of products (range of
products)

Delivery arrangements

Order lines (e.g. minimum
order)

Frequency of delivery

Predictability of delivery time

Provide service to patients
(e.g. waiting times to receive
medicines)

O |O0 o g o™

O |O0 o g o™

O (OO0 oo ogg o

O |O0 o g o™

O |O0 o g o™
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Recall-time/Recall-Service

O

Other:

O

O

OO

O

O

b. Short-line wholesaler

huge
problem

problem

neutral

hardly a
problem

No
problem

Financial support (e.g. loan
guarantee, extended credit)

O

O

O

O

O

Order system (e.g. operator
convenience, easy access)

Cut-off time offered

Amount of products (range of
products)

Delivery arrangements

Order lines (e.g. minimum
order)

Frequency of delivery

Predictability of delivery time

Provide service to patients
(e.g. waiting times to receive
medicines)

Recall-time/Recall-Service

Other:

OO O |O0 OO g™

OO O |O0 OO g™

oo o |Ooog OO o|Oo o

OO O |O0 OO g™

OO O |O0 OO g™

c. Manufacturer

huge
problem

problem

neutral

hardly a
problem

No
problem

Financial support (e.g. loan
guarantee, extended credit)

O

O

O

O

O

Order system (e.g. operator
convenience, easy access)

Cut-off time offered

Amount of products (range of
products)

Delivery arrangements

Order lines (e.g. minimum
order)

Frequency of delivery

Predictability of delivery time

Provide service to patients
(e.g. waiting times to receive
medicines)

Recall-time/Recall-Service

Other:

o0 O |O0 OO oo g

o0 O |O0 OO oo g

oo o |O0 OO o|bo g

o0 O |O0 OO oo g

o0 O |O0 OO oo g
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d. Reduced wholesale model

huge
problem

problem

neutral

hardly a
problem

No
problem

Financial support (e.g. loan
guarantee, extended credit)

O

O

O

O

O

Order system (e.g. operator
convenience, easy access)

Cut-off time offered

Amount of products (range of
products)

Delivery arrangements

Order lines (e.g. minimum
order)

Frequency of delivery

Predictability of delivery time

Provide service to patients
(e.g. waiting times to receive
medicines)

Recall-time/Recall-Service

Other:

o0 O |O0 OO OO

o0 O |O0 OO OO

oo o o0 o oo g

o0 O |O0 OO OO

o0 O |O0 OO OO

e. DTP

huge
problem

problem

neutral

hardly a
problem

No
problem

Financial support (e.g. loan
guarantee, extended credit)

O

O

O

O

O

Order system (e.g. operator
convenience, easy access)

Cut-off time offered

Amount of products (range of
products)

Delivery arrangements

Order lines (e.g. minimum
order)

Frequency of delivery

Predictability of delivery time

Provide service to patients
(e.g. waiting times to receive
medicines)

Recall-time/Recall-Service

Other:

o0 0O OO0 oo oo o

o0 0O OO0 oo oo o

oo o |0 OO o O

o0 0O OO0 oo oo o

o0 0O OO0 oo oo o

Safety

7. In which areas do you see problems concerning the safety of medi-

cines?
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a. Full-line wholesaler

huge roblem | neutral hardly a No
problem P problem problem
Protecting against counterfeiting phar- n m m O [
maceuticals
Safety of transport L] L] [l O O
Respecting cold-chain L] [l Ol O L]
Other: [ ] [l O O
b. Short-line wholesaler
huge hardly a No
problem problem | neutral problem problem
Protecting against counterfeiting phar- 0 H H ] ]
maceuticals
Safety of transport [ ] [l O [l
Respecting cold-chain ] ] O O O
Other: [ ] [l O O
c. Manufacturer
huge problem | neutral Hardly a No
problem problem problem
Protecting against counterfeiting phar- ] ] 0 0 0
maceuticals
Safety of transport [l | O [l ]
Respecting cold-chain [l | O [l ]
Other: [ ] [l O O
d. Reduced wholesale model
huge problem | neutral IEIE7 & No
problem problem problem
Protecting against counterfeiting phar- ] ] 0 0 0
maceuticals
Safety of transport [ ] [l O [l
Respecting cold-chain [ ] [l O [l
Other: Ul ] ] O O
e. DTP
huge hardly a No
problem problem | neutral problem problem
Protecting against counterfeiting phar- ] 0 H 0 ]
maceuticals
Safety of transport [ ] [l O [l
Respecting cold-chain [ ] [l O [l
Other: [ ] [l O O
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Final Question

8. Which future problems do you see in obtaining pharmaceutical

supplies?
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ANNEX 5

Company questionnaire

Contribution of your company to the GIRP/IPF - study:

“Distribution profile and efficiency of the full-line pharmaceutical
wholesale industry”

On behalf of the European Association of Pharmaceutical Full-line Wholesalers
(GIRP), the Institute for Pharmaeconomic Research (IPF), a scientific research
institute based in Vienna, is conducting a study on the role of pharmaceutical
full-line wholesaling in Europe.

GIRP plans to produce an encompassing document providing evidence of the
efficient performance of pharmaceutical wholesalers with regard to the stake-
holders and the economy as a whole. Basic analytic work to support such a
document should be elaborated with the aid of a study commissioned to the
Institute for Pharmaeconomic Research (IPF).

The IPF study obviously has to rely on the good collaboration of the GIRP
members. The following questionnaire seeks:

¢ relevant and somewhat detailed company data which - in aggregate
form - can help painting the picture of the pharmaceutical wholesale
branch beyond pure national statistics

¢ to elucidate the functions the branch is performing with outstanding effi-
ciency

The purpose of the questionnaire is to obtain the data necessary to comprehen-
sively describe and highlight the tasks and functions of pharmaceutical whole-
saling within the pharmaceutical distribution chain and to measure its economic
performance.

We hope to enlist your expertise in support of this study and would kindly like to
ask you to devote 5-10 minutes of your valuable time to complete the question-

naire. We are very grateful for your contributions.

For further information on the activities of our institute, we would like to refer you

to our website www.ipf-ac.at.

The confidentiality of the information you provide is guaranteed, as is compliance

with data protection regulations.

Please return the completed questionnaire to a.dragosits@ipf-ac.at

For further questions please do not hesitate to contact us:
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Ms.AlineDragosits: a.dragosits@ipf-ac.at

Ms.Monira Said: m.said@ipf-ac.at
Phone: +43 1 513 20 07-12

The IPF thanks for your cooperation.
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. Warehousing
a. Wholesalers must carry a comprehensive stock of prescription products

and also sufficient depth of stock to ensure continuity.

What are your safety and emergency stocks (stocks held to meet unex-
pected growth in demand and unexpected demand, like pandemics)?

2010

Safety stock (in % of total stock value): ] %

Emergency stock (in % of total stock value): 0] %

a. Please indicate the average number of different product references

(SKU’s) stocked as well as the share of pharmaceuticals of the SKU'’s:

2010

Number of SKU’s (in thousands)

Share of pharmaceuticals (in %) %

b. The Manufacturer or other competent authority can order a product re-
call.
What is your average recall time(time between the information of the cus-

tomer and the collection of the isolated product)?

| @ recall time (in days) |

c. What was your inventory turnover?

2010
Inventory turnover (in days)
d. What was the total size of your storage capacities?

2010
Total size (in square metres) m?

. Distribution

a. What is your company’s order-fill rate (percentage of goods delivered in

time)?

2010

Order - fill rate (in %)

%

b. Please indicate the average number of order-lines per day and the av-

erage line value in your currency (€/£):

2010

@ order-lines (per day)

@ line value

Please  specify  curren-

cy(€/£)

104




c. Please indicate the average weight of one delivery in kg:

2010

@ weight (per delivery) kg

. Company profile:

a. To create a valid picture of the financing function of the pharmaceutical
wholesaler please indicate the following key financial ratios or enclose
your balance sheet, respectively your financial statement which in-

cludes this ratios.

2010

Total sales (in million €/£)

EBIT (in million €/£)

If possible please indicate your working capital (in million
€/£)

OTHERWISE please indicate your:

Current assets (in million €/£)

Currentliabilities(in million €/£)

OR Balance sheet enclosed ]

Please specify curreny(€/£)

. Financial Management
a. Regarding the financing function of full-line wholesalers, how many
days are between your delivery to the pharmacies and their payment of

the invoice on average?

2010

@ time between delivery to pharmacies and the payment days
of the invoice

b. Regarding the financing function of full-line wholesalers, how many
days are between the delivery of your purchase from the manufacturer

and the payment of the invoice on average?

2010

@ time between the receipt of the medicines and the pay- days
ment of the invoice to the manufacturer

Thank you for your support!

Please return the completed questionnaire to a.dragosits@ipf-ac.at
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This study was prepared by the Institute for Pharmaeconomic Re-
search (IPF) Vienna for the European Association of Pharmaceutical
Full-line Wholesalers (GIRP). The information in this study was com-
piled with the utmost care. However, IPF cannot be held responsible
for the consequences of errors arising from the use of the study.
This publication may be reproduced, stored in any informational re-
trieval system or transmitted in whole or in part by any means -
electronic, mechanical, photocopying, recording or otherwise so long
as source is mentioned.
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