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Notice

Medicine is an ever-changing science. As new research and clinical expe-
rience broaden our knowledge, changes in treatment and drug therapy are
required. The authors and the publisher of this work have checked with
sources believed to be reliable in their efforts to provide information that is
complete and generally in accord with the standards accepted at the time of
publication. However, in view of the possibility of human error or changes in
medical sciences, neither the authors nor the publisher nor any other party
who has been involved in the preparation or publication of this work war-
rants that the information contained herein is in every respect accurate or
complete, and they disclaim all responsibility for any errors or omissions or
for the results obtained from use of the information contained in this work.
Readers are encouraged to confirm the information contained herein with
other sources. For example and in particular, readers are advised to check
the product information sheet included in the package of each drug they
plan to administer to be certain that the information contained in this work
is accurate and that changes have not been made in the recommended dose
or in the contraindications for administration. This recommendation is of
particular importance in connection with new or infrequently used drugs.
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PREFACE

WHAT’S NEW IN THIS EDITION!!

In planning for the second edition, we started by listening to our fellow educators, pharmacists, and students.
Through surveys, e-mails, and conversations we learned about what users liked about the first edition, and what
they would like to see added or changed in the future. Using what we learned, we worked with the chapter authors
not only to improve the ease of use for faculty and students, but also to reflect the changes in pharmacy practice
and management that have occurred in the last 4 years.

¢ Every chapter has been updated to reflect the fluid nature of their respective management topic.

e New content has been added to reflect major events in our profession, such as the implementation
of the Medicare Modernization Act and subsequent addition of an outpatient prescription drug benefit
(Medicare Part D).

¢ New trends in the management literature and research studies are reflected in each of the chapters.

e Four chapters have been added to the second edition. Since effective managers must also have leadership
skills,

We have added a chapter on the role of leadership in management.

Medicare Part D represents probably both the biggest challenge an opportunity to pharmacy practice
in the last 20 years. We have added a chapter dedicated to the management implications of this program,
as well as updated other chapters to describe the impact of this program on other areas of practice.

Pharmacy practice and health care delivery inherently involves risk. We have added a chapter devoted
to describing and managing the risks commonly seen in operating a pharmacy practice. The ability to take
advantage of the opportunities in today’s pharmacy practice requires not only management skills but also a
mindset that can think strategically about the risks and benefits of new programs. We have added a chapter
on entrepreneurship to describe how having an entrepreneurial spirit can improve a pharmacy practice
and to describe how entrepreneurship skills can be acquired.

WHY DID WE CREATE THIS TEXTBOOK?

This is a very exciting time for pharmacists, pharmacy students, educators, and others associated with the profession
of pharmacy. A number of factors have come together to provide new opportunities for pharmacists, especially in
patient care and expanded professional roles. But with the new opportunities also comes challenges, including the
challenge of how to manage the personal and professional resources necessary to succeed in today’s ever-changing
environment.

Educators must not only keep up with changes in pharmacy practice, but also anticipate and prepare our
students for opportunities and contingencies that will arise throughout their professional careers. In our efforts to
best prepare students, pharmacy management educators have increasingly had to gather teaching materials from
a variety of textbooks, journals and other educational resources. This is due to the fact that many resources only
focus on a specific management function (marketing, personnel, accounting and finance) or a specific practice

xiii
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setting (independent pharmacies, hospital pharmacies). We believed that there would be value in a comprehensive
pharmacy management textbook that covered many content areas and gathered a variety of resources into one text.
We also wanted to develop a resource that could be applied in a wide variety of practice settings. Our colleagues
throughout the profession also agreed that a comprehensive management textbook was needed. Our desire to
meet these needs sparked our interest to develop this text.

WHAT HAS CHANGED FROM THE FIRST EDITION?

In planning for the second edition, we started by listening to our fellow educators, pharmacists, and students.
Through surveys, e-mails, and conversations we learned about what users liked about the first edition, and what
they would like to see added or changed in the future. Using what we learned, we worked with the chapter authors
not only to improve the ease of use for faculty and students, but also to reflect the changes in pharmacy practice
and management that have occurred in the last 4 years.

Every chapter has been updated to reflect the fluid nature of their respective management topic. In many
cases, new content has been added to reflect major events in our profession, such as the implementation of the
Medicare Modernization Act and subsequent addition of an outpatient prescription drug benefit (Medicare Part
D). New trends in the management literature and research studies are reflected in each of the chapters.

Four chapters have been added to the second edition. Since effective managers must also have leadership skills,
we have added a chapter on the role of leadership in management. Medicare Part D represents probably both the
biggest challenge an opportunity to pharmacy practice in the last 20 years. We have added a chapter dedicated
to the management implications of this program, as well as updated other chapters to describe the impact of this
program on other areas of practice. Pharmacy practice and health care delivery inherently involves risk. We have
added a chapter devoted to describing and managing the risks commonly seen in operating a pharmacy practice.
The ability to take advantage of the opportunities in today’s pharmacy practice requires not only management
skills but also a mindset that can think strategically about the risks and benefits of new programs. We have added
a chapter on entreprencurship to describe how having an entrepreneurial spirit can improve a pharmacy practice
and to describe how entrepreneurship skills can be acquired.

WHAT WILL THE READER FIND IN THIS TEXTBOOK?

This textbook is organized to reflect all of the major management functions performed by pharmacists in any
practice setting. The book is divided into sections representing each function, and is further divided into chapters
that detail the various components of each function.

Our experience as educators has taught us that students are the most effective learners when they are “ready”
to learn. Many students selected pharmacy as a major in part from the desire to help people, but also due to
their fascination and intrigue with how such small amounts of various medicinal substances have such profound
effects on the body. Many of these students also believe that they only need to learn about management after
they graduate, and then only if they take on a managerial or administrative position at their pharmacy. The
first section of this book makes the case that management skills are important for all people and pharmacists,
regardless of their position or practice setting. After establishing the need for management in both our personal
and professional lives, the next four sections describe the management functions and resources that are common
to all pharmacy practice settings (operations, people, money, traditional pharmacy goods and services). Chapters
within each section focus on important aspects of each function or resource.
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As pharmacy practice evolves from a product to a patient orientation, there are unique challenges that arise
in managing the value-added services that pharmacists are developing to meet patient needs (e.g., cholesterol
screening, diabetes education, drug therapy monitoring, etc.). A section of this book is dedicated to the planning,
implementation, reimbursement and evaluation of these new patient care services offered by pharmacists.

Several chapters are dedicated to describing the risks inherent in pharmacy practice, and the impact that
laws, regulations, and medication errors have on pharmacy management. The final section outlines the role of
entrepreneurship, and how management functions are applied in specific pharmacy practice settings (independent,
chain, and hospitals).

HOW EACH CHAPTER IS ORGANIZED?

Each chapter is divided into several sections to facilitate the reader’s understanding and application of the material.
Chapters begin with a list of learning objectives that outline the major topics to be addressed. A brief scenario is
used to describe how a pharmacy student or pharmacist may need or apply the information described this chapter
in their daily lives or practice. Questions at the start of each chapter provide direction and assist the reader in
understanding what they can expect to learn.

The text of each chapter provides comprehensive coverage of the content and theory underlying the major
concepts. References to the management and pharmacy literature are commonly used to provide readers with
links to additional background information. Explanations and applications are also used to help readers better
understand the need to master and apply each concept. Questions at the end of each chapter encourage readers
to think about what they have just learned and apply these concepts in new ways.

WHAT WE HOPE YOU WILL GAIN FROM THIS BOOK

If you are a pharmacy student, we hope that using this book will help you gain an appreciation for the roles
of management in pharmacy practice, regardless of your future position or practice setting. This book will also
provide you with a variety of management theories and tools that you can apply in your daily life as well.

We realize that many pharmacists have not had much management coursework in their formal education or
professional training. We hope that this book serves as a valuable guide to pharmacists who may require some
assistance dealing with matters they did not anticipate when embarking on their careers. For those pharmacists
with formal management education and experience, we hope that this book serves as a valuable reference or as a
source of new ideas that can be applied in daily practice.

For educators, this book has been designed as a comprehensive pharmacy management textbook. As a whole,
it is meant to be used in survey courses that cover many areas of pharmacy management. The section format
also allows the book to be used in courses that focus on specific pharmacy management functions or topics. The
sections and content of each chapter are meant not only to provide valuable information that is easy for students
to understand, but also to stimulate further discussion and motivate students to learn more on their own.

WE WOULD LIKE TO HEAR FROM YOU!

Textbooks today have great deal in common with computer software programs. The creators of each have put a
great deal of time and effort into getting their final outputs ready for consumers, but it rarely can be considered a
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“finished product”. Textbooks, like computer software, are “works in progress” that can always be improved. The
best way to improve these products is to seek input from their users. As you use this book, we would like to learn
what you like about it, what could be improved, and what topics or features you would like to see to be included in
the future. Please feel free to share your thoughts at any time by reaching us through pharmacy@megraw-hill.com.
We plan to improve this book over future editions by listening to your feedback and continuing to reflect changes
in the management sciences and pharmacy practice.
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SECTION I

WHY STUDY MANAGEMENT

'Q IN PHARMACY SCHOOL?
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1

PHARMACEUTICAL CARE AS A
MANAGEMENT MOVEMENT

Shane P Desselle

bout the Author: Dr. Desselle is Professor, Associate Dean for Tulsa Programs, and
A Chair, Department of Pharmacy: Clinical and Administrative Sciences—Tulsa at the

University of Oklahoma College of Pharmacy. Dr. Desselle received a B.S. degree in
pharmacy and a Ph.D. in pharmacy administration from the University of Louisiana at Monroe.
He has practice experience in both community and hospital pharmacy settings. Dr. Desselle
teaches courses in American health care systems, health care economics, social and behavioral
aspects of pharmacy practice, and research methods. His research interests include performance
appraisal systems in pharmacy, quality of work life among pharmacy technicians, direct-to-
consumer prescription drug advertising, Web-based pharmacy services, and pharmacy benefit
design. Dr. Desselle won the Duquesne University School of Pharmacy’s President’s Award for
Teaching in 2003 and President’s Award for Scholarship in 2004 and was recognized for his
contributions to pharmacy by being named a Fellow of the American Pharmacists Association
in 2006.

LEARNING OBJECTIVES

After completing this chapter, students should be able to

1. Identify changes in the roles of pharmacists since the early 1900s.

2. Describe how pharmacy practitioners and educators viewed the need for manage-
ment skills as the roles of pharmacists evolved.

3. Identify principal domains of pharmacy care. Describe the practices of pharma-
ceutical care and medication therapy management as a series of management
functions.

4. Identify myths surrounding the practice of pharmacy and health care as a business.

5. Evaluate the need for a management perspective to better serve patients and im-
prove outcomes to drug therapy.

6. List the managerial sciences, and describe their use as tools to assist pharmacists
in practice.

Copyright © 2009 by The McGraw-Hill Companies, Inc. Click here for terms of use.




4 WHY STUDY MANAGEMENT IN PHARMACY SCHOOL?

SCENARIO

Mary Quint has just completed the first 2 years of
a doctor of pharmacy curriculum, and despite many
long hours of hard work and a few anxious moments
preparing for examinations, she has been pleased with
her educational experience thus far. She also perceives
that as she continues progressing through the curricu-
lum, the upcoming courses will be more integrated
and directly applicable to pharmacy practice. She is es-
pecially excited about taking courses in pharmacology
and therapeutics so that she can “really learn about
how to be a pharmacist.” She glances down at her
schedule and sees that she is enrolled in a required
course in pharmacy management, and her enthusiasm
becomes somewhat tempered. She immediately con-
sults with fellow students on what they have heard
about the course, and they tell her that the course is
about “finance, accounting, and marketing.” Despite
some positive comments provided by students having
already completed the course, she is concerned. “What
do T have to take this course for? I did not come to
pharmacy school for this. I'm very good at science. If I
liked this kind of stuff, I would have majored in busi-
ness. How is this going to help me to become a better
pharmacist?” she asks herself.

After some thought, she comes to realize that, at
worst, taking this course will not be the end of the
world, and even better, it simply might be a moderate
intrusion in her Monday-Wednesday-Friday routine.
She begins to focus on other issues, such as her part-
time job at Middletown South Pharmacy. Lately, she
has dreaded going to work there. The staff consistently
seems rushed and impatient. There always seems to be
conflict among the employees, and as soon as one fire
has been put out, another larger one begins to burn.
She regrets her decision to quit her job at Middletown
North Pharmacy 3 months ago, even though it took
20 minutes longer to get there. Things always seemed
to run smoothly at Middletown North.

CHAPTER QUESTIONS

1. How have pharmacists’ roles in delivering pharma-
ceutical products and services evolved over the past

few decades? What roles and functions do pharma-
cists perform today?

2. What is the significance of management within the
context of the pharmaceutical care and medication
therapy management movements? Why has its sig-
nificance typically been overlooked by pharmacists
and pharmacy students?

3. What are some of the myths surrounding the con-
fluence of business practices and the provision of
patient care by pharmacists?

4. What evidence exists that a business perspective is
critical to providing effective pharmacy services to
patients?

5. What are the managerial sciences, and how can
pharmacy practitioners use them effectively?

INTRODUCTION

The preceding scenario, though perhaps overly sim-
plistic, properly captures the feelings of many students
who select pharmacy as a major. They generally are in-
terested in science, have a desire to help people in need,
and prefer a career offering long-term financial secu-
rity. Given that the pharmacy curriculum consists of
courses that apply knowledge from physics, chemistry,
anatomy, physiology, and therapeutics, most pharmacy
students achieved success in science and math courses
throughout their prepharmacy studies. Second, stu-
dents selecting pharmacy as a major typically are at-
tracted to health care fields and may have contem-
plated nursing, medicine, or other health professions.
Research has demonstrated that people in health care
are caring and empathic and seek personal reward and
self-actualization through the helping of others (Bell,
McElnay, and Hughes, 2000; Carmel and Glick, 2001;
Fjortoft and Zgarrick, 2003; Kunyk and Olsen, 2001).
Finally, many pharmacy students have also considered
the relatively high salaries of their chosen profession
prior to making their 6-year educational commitment.
While few fields guarantee graduates a job, and cer-
tainly not one with entry-level salaries approaching
a six-digit figure, pharmacy students take comfort in
knowing that employment in their profession will pro-
vide them with a generous and steady stream of income.
It comes as no surprise that pharmacists and pharmacy
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students have been shown to be risk-averse individuals
who do not deal with uncertainties particularly well
(Curtiss, 1980; Gaither, 1998a; Latif, 2000). This fur-
ther explains their gravitation toward science-oriented
courses that offer straightforward solutions to prob-
lems.

Unbeknown to many pharmacy students is that
the actual practice of pharmacy does not present a
succession of problems that can be resolved along
such clear demarcations. While the sequential pro-
cesses involved in community pharmacy practice have
remained the same—patients present with prescrip-
tions, pharmacy personnel fill them, and the necessary
counseling is offered or provided by the pharmacist—a
careful introspection reveals that the profession has un-
dergone a rapid, head-turning transformation over just
the past few decades. Pharmacists now are increasingly
involved with providing services in addition to medica-
tions and are taking greater responsibility for patients
outcomes arising from drug therapy. Pharmacists have
become more integrated into health care delivery teams
that coordinate patient care through the implementa-
tion of guidelines and treatment algorithms. Pharma-
cists operate as part of a health care delivery system
largely driven by reimbursements from third-party pay-
ers who insist on obtaining high-quality patient care at
the lowest possible cost.

For pharmacy students to better understand the
way that pharmacy is practiced today, time should be
devoted to understanding the major forces that have
shaped the profession. This chapter begins with a brief
history of the evolution of pharmacy practice in the
twentieth century. This history, coupled with a snap-
shot of contemporary pharmacy practice, will make
it clear that the pharmaceutical care and medication
therapy management movements are as much about
management as they are about clinical pharmacy prac-
tice. The chapter proceeds by pointing out some myths
about the exclusivity of the pharmacy business and pa-
tient outcomes and by providing evidence that what is
best for the operation of a pharmacy business often is
what is best for the patients that it serves. The chap-
ter concludes with a brief discussion of the managerial
sciences—tools that every practitioner will find useful
at one point or another regardless of the practice set-

ting. This chapter and all succeeding chapters use an
evidence-based approach to discuss pharmacy manage-
ment, relying on recent literature and research findings
to describe and explain what is happening in practice
today. Students are encouraged to explore readings of
interest among the references cited throughout the text.

A BRIEF HISTORICAL
OVERVIEW OF PHARMACY
PRACTICE

Pharmacy Practice Prior to the 1940s

There have been several noteworthy efforts to describe
the evolution of pharmacy practice. Some have de-
scribed the process within the context of “waves,” or
shifts, in educational and industrial forces (Hepler,
1987), another through identifying stages of profes-
sional identity (Hepler and Strand, 1990), and still
another through describing momentous occurrences
in the health care delivery system whose effects rip-
pled throughout the pharmacy profession (Broeseker
and Janke, 1998). While these approaches appear quite
disparate, their descriptions of the principal drivers of
change closely mirror one another. The approach taken
here is simply to describe these changes in the early,
middle, and late twentieth century.

Pharmacy in the Early Twentieth Century

Pharmacy in the United States began in the twentieth
century much like it existed in the latter 1800s. Phar-
macy was, at best, a “marginal” profession. Most prac-
titioners entered the occupation through apprentice-
ship rather than formal education. The pharmacist’s
principal job function was described as the “daily
handling and preparing of remedies in common use”
(Sonnedecker, 1963, p. 204). Pharmacists, or “apothe-
caries,” often were engaged in the wholesale manufac-
ture and distribution of medicinal products. Pharma-
cists’ roles during this time were considerably different
from what they are today. In the early twentieth cen-
tury, pharmacists’ primary roles were to procure raw
ingredients and extemporaneously compound them
into drug products for consumer use. While pharma-
cists had not yet achieved recognition as health care
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professionals, they often had considerable autonomy in
their practice. There was no clear distinction between
“prescription” and “nonprescription” drugs. Although
physicians were engaged in the process of writing pre-
scriptions, pharmacists were not precluded from dis-
pensing preparations without a physician’s order. Con-
sumers commonly relied on their pharmacists’ advice
on minor ailments and often entrusted the nickname
of “doc” to their neighborhood pharmacist (Hepler,
1987).

Pharmacists had little choice but to have sharp
business acumen to survive. Because few of the
products they dispensed were prefabricated by man-
ufacturers, pharmacists had to be adept at managing
inventories of bulk chemicals and supplies used in com-
pounding the preparations they dispensed. They also
had to have a keen sense of how to manage time and
people to accomplish a series of complex tasks through-
out the workday.

A series of studies commissioned by the U.S. gov-
ernment in the early 1900s produced what became
known as the Flexner Reports in 1915. These reports
were critical of health care professionals and their edu-
cation, including pharmacists. The reports questioned
the validity and necessity of pharmacists as health care
professionals. Shortly thereafter, the American Associ-
ation of Colleges of Pharmacy (AACP) commissioned
a study directed by W. W. Charters that ultimately
served as the basis for requiring a 4-year baccalaureate
degree program for all colleges of pharmacy (Hepler,
1987). These and other forces led to dramatic changes
in pharmacy in the coming years.

Pharmacy in the Middle of the
Twentieth Century

The 1940s through the 1960s often have been referred
to as the “era of expansion” in health care (Relman,
1988). The Flexner Reports paved the way for a
more scientifically sound, empirically based allopathic
branch of medicine to become the basis by which health
care was practiced and organized. The federal govern-
ment invested significant funds to expand the quan-
tity and quality of health care services. The Hospital

Survey and Construction (Hill-Burton) Act of 1946
provided considerable funding for the renovation and
expansion of existing hospitals and the construction
of new ones, primarily in underserved inner-city and
rural areas (Torrens, 1993).

Ironically, pharmacists began to see their roles di-
minish during this era of expansion. Among the factors
responsible for this decline were advances in technology
and the pharmaceutical sciences and societal demands
that drug products become uniform in their composi-
tion. These brought changes about the mass produc-
tion of prefabricated drug products in tablet, capsule,
syrup, and elixir dosage forms, thus significantly reduc-
ing the need for pharmacists to compound prescrip-
tion orders. The passage of the Durham-Humphrey
Amendment to the Food, Drug, and Cosmetic Act in
1951 created a prescription, or “legend,” category of
drugs. Pharmacists did not have the ability to dispense
these drugs without an order from a licensed prescriber.
Finally, pharmacy’s own Code of Ethics, promulgated
by the American Pharmaceutical Association (APhA),
stated that pharmacists were not to discuss the thera-
peutic effects or composition of a prescription with a
patient (Buerki and Vottero, 1994, p. 93). This com-
bination of forces relegated the role of the pharmacist
largely to a dispenser of preprepared drug products.

The response of schools and colleges of pharmacy
to these diminishing roles was the creation of curric-
ula that were more technical, scientific, and content-
driven. A fifth year of education was added to the 4-year
baccalaureate degree by colleges and schools of phar-
macy during the late 1940s and early 1950s following
the AACP Committee on Curriculum report entitled,
“The Pharmaceutical Curriculum” (Hepler, 1987). It
was during this time that pharmacology, pharmaceu-
tics, and physical chemistry matured as disciplines and
became the fabric of pharmacy education. Pharmacy
students were required to memorize an abundance of
information about the physical and chemical nature
of drug products and dosage forms. Courses in the
business aspects of pharmacy took a secondary role,
whereas education in patient care (e.g., communica-
tions and therapeutics) was for all intents and purposes
nonexistent.
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With the Code of Ethics suggesting that phar-
macists not discuss drug therapies with their patients,
the profession lost sight of the need for pharmacists to
communicate effectively with patients and other health
care professionals. As the number of hospital and chain
pharmacies expanded, resulting in pharmacists being
more likely to be employees rather than business own-
ers, the importance of practice management skills was
not stressed in schools of pharmacy. Ironically, studies
such as the Dichter Report commissioned by the APhA
revealed that consumers regarded pharmacists more as
merchants than as health care professionals (Maine and

Penna, 1996).

Pharmacy in the Latter Part of the
Twentieth Century

The era of expansion slowed in the 1970s when soci-
ety began experiencing “sticker shock” from the monies
being spent on health care. Congress passed the Health
Maintenance Act of 1973, which helped to pave the
way for health maintenance organizations (HMOs) to
become an integral player in the delivery of health care
services. Governments, rather than the private sector,
took the lead in attempting to curb costs when they im-
plemented a prospective payment system of reimburse-
ment for Medicare hospitalizations based on categories
of diagnosis-related groups (Pink, 1991).

The Millis Commission’s report in 1975, Pharma-
cists for the Future: The Report of the Study Commission
on Pharmacy (Millis, 1975), suggested that pharma-
cists were inadequately prepared in systems analysis
and management skills and had particular deficien-
cies in communicating with patients, physicians, and
other health care professionals. A subsequent report
suggested including more of the behavioral and social
sciences in pharmacy curricula and encouraged more
faculty participation and research in real problems of
practice (Millis, 1976).

Prior to these reports, the American Society of
Hospital Pharmacists had published Mirror to Hospital
Pharmacy, stating that pharmacy had lost its purpose,
falling short of producing health care professionals ca-
pable of engendering change and noting that frustra-

tion and dissatisfaction among practitioners was be-
ginning to affect students (Hepler, 1987, p. 371). The
clinical pharmacy movement evolved in the 1970s to
capture the essence of the drug use control concept for-
warded by Brodie (1967) and promoted the pharma-
cist’s role as therapeutic advisor. The clinical pharmacy
movement brought about changes in pharmacy edu-
cation and practice. After being introduced in 1948,
the 6-year Doctor of Pharmacy (Pharm.D.) degree be-
came the only entry-level degree offered by a small
number of colleges of pharmacy during as early as
the late 1960s and early 1970s. The additional year
was devoted mostly to therapeutics or “disease-oriented
courses” and experiential education. Eventually, the
Doctor of Pharmacy degree become the entry-level
degree into the profession, and colleges of pharmacy
eventually began to phase out baccalaureate programs
(American Association of Colleges of Pharmacy, 1996).

The trends begun by leaders and academicians
in the field toward a more clinical practice approach
may appear to be an ill-conceived response to recent
changes in the delivery of health care. These changes
emphasize a heightened concern over spiraling costs
and have resulted in the deinstitutionalization of pa-
tients and the standardization of care using such tools
as protocols, treatment algorithms, and critical path-
ways. It also may appear to fly in the face of changes
in the organization of the pharmacy workforce and
current market for pharmaceuticals. With the propor-
tion of independently owned community pharmacies
at an all-time low in the year 2000, chain, supermar-
ket, and mass-merchandiser pharmacies had garnered
nearly 64 percent of the outpatient prescription drug
market (National Association of Chain Drug Stores,
2003). Studies have long suggested that pharmacists
willing and clinically knowledgeable enough to pro-
vide pharmaceutical care face significant barriers when
practicing in a chain environment (Miller and Ort-
meier, 1995). Additionally, two relatively new venues
for outpatient pharmacy services that virtually exclude
face-to-face consultation with patients have evolved.
In the year 2005, mail-order pharmacy operations had
secured 19.1 percent of the market share (in sales
revenue) for outpatient prescription drugs (National
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Association of Chain Drug Stores, 2006). The new
millennium also saw the implementation of Internet
pharmacy sites, many of which are owned and oper-
ated by traditional “brick and mortar” chain pharmacy
corporations.

PHARMACEUTICAL CARE AS
A MANAGEMENT
MOVEMENT?

With these changes in mind, adopting pharmaceuti-
cal care as a practice philosophy would appear “a day
late and a dollar short” for both the profession and
the patients it serves. Indeed, this may be the case if
the concept of pharmaceutical care were entirely clini-
cal in nature. The originators of the concept fervently
stressed that pharmaceutical care is not simply a list
of clinically oriented activities to perform for each and
every patient but is, in fact, a new mission and way of
thinking that takes advantage of pharmacists’ accessi-
bility and the frequency to which they are engaged by
patients—a way of thinking that engenders the phar-
macist to take responsibility for managing a patient’s
pharmacotherapy to resolve current and prevent future
problems related to their medications.

It has been argued that the focus on preventing
and resolving medication-related problems is simply an
extension of risk management (Wiederholt and Wieder-
holt, 1997; see also Chapter 28). Risks are an inherent
part of any business activity, including the provision of
pharmacy services. Common risks to business practice
include fire, natural disasters, theft, economic down-
turns, and employee turnover, as well as the fact that
there is no guarantee that consumers will accept or
adopt any good or service that is offered to them. The
practice of pharmacy involves additional risks, specifi-
cally the risk that patients will suffer untoward events
as a result of their drug therapy.

These events are significant because they may re-
sult in significant harm and even death to a patient
and can also pose serious detriments to pharmacists,
such as feelings of guilt and stress, the potential for
litigation from patients and their families, the threat

of punitive action by state boards of pharmacy, and
the loss of social esteem enjoyed by the profession as a
whole. Risk management suggests that risk cannot be
avoided entirely but rather that it should be assessed,
measured, and reduced to the extent feasible (Tootelian
and Gaedeke, 1993, p. 163).

The idea that pharmaceutical care should be
viewed strictly as a clinical movement has been called
into question (Wilkin, 1999). Evidence that pharma-
ceutical care exists in part as a management movement
was provided in a recent study that sought to identify
standards of practice for providing pharmaceutical care
(Desselle and Rappaport, 1996). A nationwide panel
of experts identified 52 standards of pharmacy prac-
tice, only to have a statewide sample of pharmacists
judge many of them as infeasible to implement in ev-
eryday practice (Desselle, 1997). Of the practice stan-
dards that were judged to be feasible, further research
yielded a system of “factors” or “domains” in which
these standards could be classified (Desselle and Rap-
paport, 1995). These practice domains can be found
in Table 1-1. Figuring very prominently into this clas-
sification was the “risk management” domain, which
included activities related to documentation, drug re-
view, triage, and dosage calculations. However, the con-
tributions of the managerial sciences do not stop there.
The remaining four domains connote significant in-
volvement by pharmacists into managerial processes.
Two of the domains (“services marketing” and “busi-
ness management”) are named specifically after man-
agerial functions.

FROM PHARMACEUTICAL
CARE TO MEDICATION
THERAPY MANAGEMENT

While the pharmaceutical care movement made an in-
delible mark on the profession, its terminology is be-
ing replaced with more contemporary language that
reflects pharmacists’ growing roles in the provision of
public health services. In recognizing the morbidity
and mortality resulting from medication errors as a

public health problem, the profession has begun to
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Table 1-1. Pharmaceutical Care Practice Domains

|. Risk management
Devise system of data collection
Perform prospective drug utilization review

Document therapeutic interventions and activities

Obtain over-the-counter medication history

Calculate dosages for drugs with a narrow therapeutic index

Report adverse drug events to FDA
Triage patients’ needs for proper referral

Remain abreast of newly uncovered adverse effects and drug—drug interactions

Il. Patient advocacy

Serve as patient advocate with respect to social, economic, and psychological barriers to drug

therapy

Attempt to change patients’ medication orders when barriers to compliance exist
Counsel patients on new and refill medications as necessary

Promote patient wellness

Maintain caring, friendly relationship with patients

Telephone patients to obtain medication orders called in and not picked up

I1l. Disease management

Provide information to patients on how to manage their disease state/condition
Monitor patients’ progress resulting from pharmacotherapy
Carry inventory of products necessary for patients to execute a therapeutic plan (e.g., inhalers,

nebulizers, glucose monitors, etc.)

Supply patients with information on support and educational groups (e.g., American Diabetes

Association, Multiple Sclerosis Society)
IV. Pharmaceutical care services marketing

Meet prominent prescribers in the local area of practice

Be an active member of professional associations that support the concept of pharmaceutical care
Make available an area for private consultation services for patients as necessary

Identify software that facilitates pharmacists’ patient care—related activities

V. Business management

Use technicians and other staff to free up the pharmacist’s time

embrace the concept of medication therapy manage-
ment (MTM). MTM represents a comprehensive and
proactive approach to help patients maximize the ben-
efits from drug therapy and includes services aimed to
facilitate or improve patient compliance to drug ther-
apy, educate entire populations of persons, conduct
wellness programs, and become more intimately in-
volved in disease management and monitoring. The

MTM movement has been especially strengthened by
language in the Medicare Prescription Drug, Improve-
ment and Modernization Act (MMA) of 2003 (Pub-
lic Law Number 108-173), which mandates payment
for MTM services and proffers pharmacists as viable
health professionals who may offer such services. As
such, MTM is now considered a key component in
the provision of pharmacy care services.
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MYTHS CONCERNING THE
CONFLUENCE OF BUSINESS
PRACTICE AND PHARMACY

Despite evidence that would suggest otherwise, the
need for a management perspective in pharmacy is of-
ten overlooked and even shunned by some pharmacy
students and practitioners. Common misconceptions
about the need for a management perspective have been

documented (Tootelian and Gaedeke, 1993, p. 23):

o The practice of pharmacy is ethically inconsistent with
good business. The origin of this myth probably
evolved from the unethical business practices of some
organizations. Scandals involving abuses by corpo-
rate executives at large international firms in the
early 2000s have done little to mitigate these percep-
tions. The incident involving a pharmacist in Kansas
City, Missouri, diluting chemotherapeutic drugs to
spare inventory costs demonstrated that health care
professions are not without unscrupulous members
(Stafford, 2002). Furthermore, some people believe
that companies involved in the sale of health care
goods and services should be philanthropic in nature
and are upset that companies profit from consumers’
medical needs. Despite occasional examples of mis-
conduct, most companies and persons involved in
business operations conduct themselves in an ap-
propriate manner.

® Business is not a profession guided by ethical standards.
Pharmacists and pharmacy students generally are
cognizant of the vast number of rules and regula-
tions that govern pharmacy but are less aware of the
standards governing practice in advertising, account-
ing, and interstate commerce. Many of the rules and
regulations governing pharmacy practice were bor-
rowed from legislation existing in sectors other than
health care.

* [n business, quality of care is secondary to generating
profits. This misconception likely results from the
efforts by payers of health care and by managers to
control costs. In light of the fact that in 2005 health
care accounted for approximately 16 percent of the

nation’s gross national product and cost over $5000
per person (Kaiser Family Foundation, 2005), health
care consumers have little choice but to become more
discerning shoppers of health care services. Because
resources are limited, the number of services and
products provided to consumers cannot be bound-
less. Conscientiousness in the allocation of resources
helps to ensure that more of the right people re-
ceive the right goods and services at the right time
and place. Many people do not stop to think that
if a company in the health care business is not able
to pay its own workforce and cover its other costs
of doing business, it will have little choice but to
close its doors, leaving a void in the array of services
previously afforded to consumers. Even nonprofit
entities have to pay the bills because if they can-
not break even, they too have to shut down opera-
tions. Students may be surprised to learn that most
nonprofit companies in health care compete quite
fiercely against companies that are structured on a
for-profit basis.

The good pharmacist is one who is a “clinical purist.”
This is perhaps a manifestation of the other mis-
conceptions, in addition to a false pretense that the
complexities of modern drug therapy do not allow
time for concern with other matters. On the con-
trary, a lack of knowledge on how to manage re-
sources and a lack of understanding on how to work
within the current system of health care delivery
will only impede the pharmacist’s goal to provide
MTM services. Pharmacists who “don’t want to be
bothered with management” face the same logisti-
cal constraints, such as formularies, generic substi-
tution, prior authorizations, limited networks, em-
ployee conflict and lack of productivity, breakdowns
in computer hardware and software, budgetary lim-
itations, and changes in policy that all other phar-
macists face. The problem with the “don’t want to
be bothered with management” pharmacists is that
they will be less likely to operate efficiently within
the system, becoming frustrated and ultimately less
clinically effective than the pharmacists who accept
these challenges as part of their practice.
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The United States has been facing an acute short-
age of pharmacists in the wake of an ever-increasing
number of prescription drugs dispensed (Gershon,
Cultice, and Knapp, 2000). At the same time, the pro-
fession has come under more intense pressure to reduce
the incidence of medication errors in both institutional
and ambulatory settings (Thompson, 2001; Institute
of Medicine, 20006). This is placing a burden on phar-
macists to be especially productive, efficient, and error-
free. Productivity is a function of a pharmacist’s ability
to manage workflow, technology, the quality and ef-
ficiency of support personnel, phone calls, and other
problems that arise in day-to-day practice.

Moreover, pharmacy administrators reward phar-
macists who can manage a pharmacy practice. New
graduates often obtain entry-level administrative posi-
tions (e.g., pharmacy department manager, area man-
ager, or clinical coordinator) after just 2 to 3 years in
practice. It is not uncommon to see pharmacy grad-
uates move up into even higher-level administrative
positions (e.g., district or regional manager of a chain
or associate director or director of a hospital pharmacy
department) within 5 to 10 years of graduation. Phar-
macists who can manage a practice successfully (i.e.,
increase volume, reduce errors, engender customer sat-
isfaction, improve profitability, and reduce employee
turnover) are in the best position for promotions.

A final point to consider is that even if a pharma-
cist does not ascend to an administrative position, he
or she inherently “manages” a practice the instant he or
she takes a position as a pharmacist. Staff pharmacists
in every practice setting manage technicians and clerks
every hour of every day. They also manage the flow
of work through their sites and the use of medications
by patients. Closely tied to this issue is the issue of
personal job satisfaction. The pressures on the modern
pharmacist are unmistakable. Satisfaction with one’s
job and career is important because they are closely re-
lated to one’s satisfaction with life (Sumer and Knight,
2001). Pharmacists ability to manage their work envi-
ronment can have a significant impact on their ability
to cope with the daily stressors of practice, increas-
ing job satisfaction, and diminishing the likelihood of

career burnout or impairment through the abuse of
alcohol and drugs.

GOOD MANAGEMENT
PRACTICE AND
MEDICATION THERAPY
MANAGEMENT—A WINNING
COMBINATION

Evidence of the success of a management perspective
in pharmacy practice abounds. A series of studies ex-
amined the use of strategic planning by pharmacists
in both community and hospital settings (Harrison
and Bootman, 1994; Harrison and Ortmeier, 1995,
1996). These studies showed that among community
pharmacy owners, those who fully incorporated strate-
gic planning saw higher sales volume and profitability
than did those who did not or who did so just partially.
Pharmacies owned by “strategic planners” also were sig-
nificantly more likely to offer clinical or value-added
services than pharmacies run by owners who were not.
Likewise, better administrative, distributive, and clin-
ical performance among hospital pharmacies also was
associated with their respective directors” involvement
in the strategic planning process.

Another study pointed out that support from su-
pervisors and colleagues had a positive impact on the
commitment that pharmacists display toward their
respective organizations, thus enhancing the likeli-
hood that these pharmacists would not quit their jobs
(Gaither, 1998b). Other studies suggest that pharma-
cists’ perceived ability to adhere to standards of phar-
macy practice hinged considerably on the effectiveness
of supervisors to provide them with feedback and facil-
itate their satisfaction on the job (Desselle and Tipton,
2001). The same study also demonstrated that phar-
macists designating themselves as “managers” were less
satisfied with their own jobs, likely as a result of their
lack of training in such areas.

Surveys of pharmacists commonly indicate that
looking at their practices today, they wish they had
more training in management during their professional
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education. One study suggested that a business/work
orientation was the skill most critical in implement-
ing a successful practice (Speedie, Palumbo, and Leav-
itt, 1980). It was suggested in another survey that
lack of time and poor communication were primary
obstacles to delivering pharmacy care services (Cian-
canglini, Waterhouse, and D’Elia, 1994). Still another
study concluded that it would benefit practicing phar-
macists to seek continuing education in management,
health care systems and policy, and pharmacotherapeu-
tics (Desselle and Alafris, 1999). It has been argued that
to achieve excellence in the implementation of MTM
services, pharmacists must obtain and properly allocate
resources, design efficient distribution systems, select
and train adequate support staff, develop systems for
disseminating knowledge on new drugs and technol-
ogy, and document and evaluate the cost-effectiveness
of the services provided—all of which are tasks that
require management skills (Smith, 1988).

Table 1-2 summarizes many of the principal fac-
tors that affect the delivery of pharmacy care services
and is used to further illustrate the existing synergy be-
tween pharmacy care and good business practice. First,
the demographic composition of the patient popula-
tion has changed dramatically. The mean age of Ameri-
cans continues to increase, as does their life expectancy.
This results in a greater proportion of patients present-
ing with multiple disease states and complex therapeu-
tic regimens. Although many of our nation’s seniors
lead normal, productive lives, their visual acuity, hear-
ing, mobility, and ability to use and/or obtain viable
transportation may be comprised. Pharmacists must
take on additional responsibilities in managing these
patients’ care and coordinating their services. Also, the
population of patients that pharmacists serve is becom-
ing more ethnically diverse. Good pharmacy managers
will benefit from a heightened sensitivity toward the
needs of all patients and efforts to carry products that
appeal to specific populations.

The shift in the demographic composition of pa-
tients also brings to bear the varying beliefs people have
about treating their disease states and taking medica-
tions and their trust in the health care delivery system.
All the clinical and scientific knowledge in the world

Table 1-2. Factors Affecting the Delivery of
Pharmacy Products and Services

Patient demographics
Aging population
Females as decision makers
Ethnic composition of patients
Attitudes and belief systems
Beliefs about disease, sick role, and
medication-taking
Trust in the health care delivery system
Direct-to-consumer advertising of prescription
drugs
Third-party payers and coverage issues
Complexity/differences among payers’ policies
Formularies
Limited networks
Limited access for some patients
Lack of knowledge by patients
Competitive markets
Diminished margins
Diversity in the types of providers offering
products and services
Technology
Software
Automated dispensing technology

is rendered useless if pharmacists lack basic knowledge
about the patients whom they serve. Even the most
carefully devised and therapeutically correct pharma-
ceutical care plan will not work if the patient does not
put faith in the pharmacist’s recommendations. Good
pharmacists are able to relate to patients of all persua-
sions and convince them to put faith in the consulta-
tion they provide. An additional consideration is the
increased marketing of health care products directly to
consumers. This has resulted inevitably in an increase
in the frequency of medication-specific queries from
patients. Good pharmacists do not bias their answers
but are able to triage their patients’ requests with ap-
propriate information and recommendations.

A management perspective is indispensable when
it comes to issues dealing with third-party payers (e.g.,
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private insurers, government-sponsored programs; see
Chapter 16). Unlike other countries, whose health care
systems are founded on single-payer reimbursement
structures, practitioners in the United States face a
mix of payers, including individual patients, private in-
surers, employers, and government health plans. Each
payer differs in its formularies (list of approved drugs),
rules for reimbursement, and the network of pharma-
cists qualified to accept its coverage. The management-
minded pharmacist is able to identify payers that
afford the pharmacy the opportunity to provide qual-
ity patient care while maintaining an appropriate level
of profit. Pharmacists must provide appropriate infor-
mation about coverage to patients, who often do not
know about the intricacies of their plans and the health
care system (Fronstin, 2000). Additionally, pharma-
cists must coordinate therapeutic plans for cash-paying
patients whose financial situation may preclude them
from receiving certain therapies and services.

An additional challenge facing pharmacies and
pharmacists is that of shrinking profit margins. A phar-
macy’s profit margin is the excess of revenues after cov-
ering expenses that it secures as a percentage of its total
revenues. As the percentage of prescriptions paid for by
sources other than patients has increased, profit mar-
gins have decreased. In addition to selecting the right
mix of plans in which to participate, the management-
minded pharmacist looks for other opportunities to
bring in additional revenues and decrease expenses,
such as implementing cognitive services, selling an-
cillary products, effectively purchasing and maintain-
ing proper levels of inventory, effective marketing, and
having the appropriate amount and type of person-
nel needed to do the job. This is especially important
in light of the fact that consumers have more choices
than ever in seeking health care solutions, ranging from
nontraditional sources (e.g., complementary and al-
ternative medicine) to more traditional sources (e.g.,
grocery stores, convenience stores, gift shops, and the
Internet).

The management-minded pharmacist also main-
tains software and automated dispensing technologies
that free up time formerly spent in the dispensing pro-
cess. This gives pharmacists more time to provide pa-

tient care and perform other practice and management
functions.

The arrival on the scene of MTM and the com-
plexities of Medicare legislation further underscore the
need for practice management skills among pharma-
cists. In addition to knowledge required to help patients
navigate the health care system, pharmacists must be
able to maximize efficiency in human, capital, and tech-
nological resources to serve patients, provide services,
and take advantage of the unique opportunities to gain
reimbursement for MTM services.

THE MANAGERIAL SCIENCES

Although mentioned throughout this chapter, a more
formal examination of the managerial sciences should
put into perspective their use as tools to implement
pharmacy services effectively. The managerial sciences
are summarized in Table 1-3. The reason they are re-
ferred to as sciences is because their proper application
stems from the scientific process of inquiry, much the
same as with other pharmaceutical sciences. The sci-
ence of accounting (see Chapter 15) involves “keeping
the books,” or adequately keeping track of the busi-
ness’s transactions, such as sales revenues, wages paid to
employees, prescription product purchases from sup-
pliers, rent, and udility bills. This must be done to
ensure that the company is meeting its debts and
achieving its financial goals. Accounting is also used to
determine the amount of taxes owed, to make reports
to external agencies and/or auditors, and to identify
areas where the company’s assets could be managed
more efficiently. While accounting is used to evaluate
a company’s financial position, finance is more con-
cerned with the sources and uses of funds (e.g., Where
will the money come from to pay for new and exist-
ing services? Which services are most likely to enhance
profitability for a pharmacy?).

The other managerial science commonly associ-
ated with managing money is economics. However, the
use of economics transcends financial considerations.
Economicsisa tool to evaluate the inputsand outcomes
of any number of processes. It can be used to determine
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Table 1-3. The Managerial Sciences

Accounting

Keep the books

Record financial transactions

Prepare financial statements

Manage cash flows

Analysis of profitability

Determine business strengths and weaknesses

Compute taxes owed to federal, state, and local
governments

Finance

Determine financial needs
Identify sources of capital
Develop operating budgets
Invest profits

Manage assets

Economics

Determine optimal mix of labor and capital

Determine optimal output

Determine optimal hours of business operation

Determine levels of investment into risk
management

Human resources management

Conduct job analyses

Hire personnel

Orient and train personnel

Motivate personnel for performance

Appraise personnel performance

Allocate organizational rewards

Terminate employment

Marketing

Identify competitive advantages

Implement competitive advantages

Identify target markets

Evaluate promotional strategies

Implement promotional strategies

Evaluate promotional strategies

Select proper mix of merchandise

Properly arrange and merchandise products

Price goods and services

Operations management

Design workflow

Control purchasing and inventory

Perform quality assurance initiatives

the right mix of personnel and automated dispensing
technologies, the optimal number of prescriptions dis-
pensed given current staffing levels, whether or not a
pharmacy should remain open for additional hours of
business, and how much to invest in theft deterrence. It
is also used to determine the most appropriate drugs to
place on a formulary or to include in a critical pathway.

Human resources management (see Chapter 9) is
used to optimize the productivity of any pharmacy’s
most critical asset—its people. It involves determin-
ing the jobs that need to be done, recruiting people for
those jobs, hiring the right persons for those jobs, train-
ing them appropriately, appraising their performance,
motivating them, and seeing that they are justly re-
warded for their efforts. It also involves issues such as
determining the right mix of fringe benefits and retire-
ment programs, setting vacation and absentee policies,
assistance with career planning, ensuring employees’
on-the-job safety, and complying with laws and rules
established by regulatory bodies.

It may be easy to assume that marketing is simply
another word for advertising (see Chapters 20 and 21).
However, while promotional activities are a significant
component of marketing, its activities include iden-
tifying the company’s strengths over its competitors,
properly identifying consumer bases to which market-
ing strategies will be directed, carrying the right mix of
goods and services, arranging these products for opti-
mal “visual selling,” and establishing the right prices for
goods and services. Price setting is critical not only for
products but also especially for services. It is here that
pharmacists often make mistakes when trying to estab-
lish cognitive or value-added services. Services priced
too low are unprofitable, perhaps even a money-losing
proposition, whereas services priced too high will fail
to attract customers.

Operations management (see Chapter 5) involves
establishing policy delineating the activities of each
employee on a day-to-day basis, what tools they will
use to accomplish their tasks, and where those tasks
will be performed (i.e., workflow design). It also en-
tails maintaining the proper inventory of prescription
and nonprescription products so that, on the one hand,
the pharmacy is not consistently running out of drug
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products that patients need and, on the other hand,
there are not excess amounts of products reaching their
expiration date prior to sale or otherwise taking up
valuable space that could be used for other purposes.

“SMOOTH OPERATIONS”—
REVISITING THE SCENARIO

The preceding discussion of the managerial sciences,
especially the issue of workflow design in operations
management, brings us back to the scenario involving
Mary Quint. Pharmacy students questioning the sig-
nificance of management and the importance of hav-
ing a management perspective need not look much
further than this case. Mary is faced with a dilemma
probably all too common to pharmacy students and
practitioners. Students who have worked in numerous
environments probably can recall that in some of these
places things just seemed to be “going well.” Both the
customers and the employers were happy, and it was
not completely unpleasant to have to show up at work.
At other places, there always appears to be a crisis. Im-
mediately on waking up in the morning, one’s first
thoughts are of dread at having to go to work that day.
While this may be somewhat of an oversimplification,
the latter places are not being managed well, whereas
the former ones probably are. The tremendous vari-
ability that exists from one workplace to another is
indicative of how critical management is for both the
employees working there and the patients they serve.
Now ask yourself, Where do you think that you would
rather work, and where do you think that patients are
receiving the best care, Middletown North Pharmacy
or Middletown South Pharmacy?

CONCLUSION

Contrary to popular belief, good business and good pa-
tient care are not mutually exclusive. In fact, they are
almost entirely mutually dependent. Superior patient
care and the implementation of clinical services are
made possible by pharmacists who are skilled in man-
agement. Pharmacists must be attuned to the internal

and external forces that shape the practice of phar-
macy. The managerial sciences of accounting, finance,
economics, human resources management, marketing,
and operations management are indispensable tools for
today’s practitioner.

QUESTIONS FOR FURTHER
DISCUSSION

1. Would you be willing to extend your commute or
make other similar sacrifices to work ata place where
you enjoyed your job? Why or why not?

2. How do you feel about the role that management
plays in the practice of pharmacy?

3. Can you identify someone in a managerial position
who is very good at what he or she does? What is it
that makes him or her effective?

4. Do you believe that you are going to be an effective
pharmacist? What makes you think so?

5. Do you think that you are going to ascend even-
tually to a managerial position? Why or why
not?
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LEARNING OBJECTIVES

After completing this chapter, students should be able to

1. Define the terms management and manager. Describe how concepts in manage-
ment figure into our everyday lives.

2. Compare and contrast management and leadership.

Compare and contrast classical views of management with modern views.

LN

Describe the management process within the contexts of what managers do, re-
sources they manage, and levels at which managers perform their roles.

5. Integrate modern views of management with the management process.

6. Apply the management process to all personal and professional activities.

SCENARIO

Krista Connelly is a second-year pharmacy student. Like most second-year students, she de-
scribes her life as “incredibly stressed out.” A typical day consists of getting up at 6 a.m., getting

19
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dressed and running out the door by 7 a.m., and driving
to school to get to her first class by 8 a.m. (making sure
to avoid the accident on the expressway that she heard
about on her way out the door). While at school, she
finds time to squeeze in cups of coffee and snack bars
between the lectures, labs, and workshops that usually
last until at least 4 p.m. She also makes a point to go to
the library to prepare upcoming assignments, as well
as to meet with her professors to review how she did
on her exams.

After class today, Krista has an Academy of Stu-
dents of Pharmacy (ASP) meeting. Krista is the vice
president of her chapter. As vice president, she is in
charge of working with all the committee chairs. In the
past few weeks she has had to help the new professional
service chairperson develop a brown bag seminar, talk
her fund-raising chairperson out of quitting, and write
a report on each committee’s activities for the chapter
Web site. While she really enjoys her leadership role in
ASD, she finds some of the people she works with to be
frustrating and wonders how she can motivate them to
do a better job.

After her meeting, Krista drives to a fast-food
restaurant to grab a quick dinner on her way to her
part-time pharmacy technician job. If she’s not work-
ing, she’ll head to a friend’s house to study for an up-
coming exam. She usually gets back to her apartment
by 10 p.m. and mentally prepares for what she needs
to do in the next few days. She might catch a little bit
of TV before heading to bed by midnight.

On weekends, Krista catches up on what one
might call “activities of daily living.” She’ll do her laun-
dry, pay her bills, surf the Internet, call her parents and
friends back home, and get together with her friends
on Saturday night. When Kirista and her friends (most
of whom are also pharmacy students) go out, they’ll
often talk about their plans after they graduate from
pharmacy school. They talk about how exciting it will
be to counsel patients, work with other health care pro-
fessionals, and finally start making those high salaries
they have heard so much about. None of them says
that they want to be pharmacy managers. “The phar-
macy manager at my store is always on my case about
coming in late or having to arrange my hours around

my exam schedule,” said Krista. “I don’t see how being
a manager can help me do the things I want to as a
pharmacist.”

CHAPTER QUESTIONS

1. Why is it that all pharmacists should be considered
managers regardless of their titles or positions?

2. Why should pharmacy students study manage-
ment?

3. What is the difference between management and
leadership?

4. How does management affect every aspect of our
daily lives?

5. Will the same approach to management be effective
for all types of situations encountered by pharma-
cists?

WHAT IS MANAGEMENT?

For many people, a distinct set of images comes to
mind when they hear the word management. First and
foremost, they think of a person (or possibly a group
of people) who is “the boss” to whom they report at
work. While some people view their relationships with
management as positive, many of us have had expe-
riences where this has not been the case. This is why
when you ask people what they think of management,
they often provide negative views and experiences. Ask
pharmacy students what they think about entering ca-
reers in pharmacy management, and you’ll likely get
answers similar to those provided by Krista Connelly
and her friends in the scenario.

Perhaps it may be better to start by looking a bit
more closely at the term management. The stem of the
word is manage, which according to Webster’s Dictio-
nary is a verb meaning “to control the movement or
behavior of, to lead or direct, or to succeed in accom-
plishing” (Allee, 1990). Think about how this defini-
tion applies to your daily life. Have you ever controlled
the movement or behavior of someone or something
(even if it was just yourself)? Have you ever succeeded
in accomplishing a task (even if it was just getting to
an examination on time)?
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According to Tootelian and Gaedeke (1993), man-
agement is “a process which brings together resources
and unites them in such a way that, collectively, they
achieve goals or objectives in the most efficient man-
ner possible.” Contrary to what many people believe,
management is a process, which is simply a method of
doing something. Processes are used to perform simple
everyday tasks (e.g., swinging a golf club or driving to
school) as well as more complex activities (e.g., hiring
a pharmacy technician or dosing an aminoglycoside
drug). People perform processes because they want to
achieve a goal or objective. Goals and objectives can
be personal (e.g., a low golf score or getting to school
on time) or professional (e.g., a smoothly operating
pharmacy or high-quality patient care). Because pro-
cesses require resources, and resources are scarce (they
are not present in unlimited supply), it is important
that resources be used in such a way as to achieve goals
and objectives in the most efficient manner possible.
While one could achieve one’s goal of getting to school
on time by driving 90 miles an hour, one also could
argue that this would not be the most efficient use of
the driver’s resources, especially if there is a sharp turn
ahead or a police officer waiting around the corner.

Managers are simply people who perform man-
agement activities. While people whom we think of
as “the boss” and those with administrative appoint-
ments within an organization certainly are managers,
the fact is that anyone who has a task to accomplish or a
goal to achieve is a manager as well. Pharmacy students
and pharmacists who say that they do not want to be
managers may not desire the authority and responsi-
bilities of having an administrative position, but there
is no getting around their need to use resources effi-
ciently to perform the tasks related to their jobs. Thus
all pharmacists, regardless of their job responsibilities
or position, should view themselves as managers.

Another term that is used commonly when think-
ing about management is leadership. While some peo-
ple use the terms interchangeably to describe charac-
teristics that are expected of people who are “in charge”
of organizations, leadership is a distinctly different skill
from management. Leadership involves the ability to
inspire or direct others. While it certainly is desirable

that all managers also have leadership skills, they do
not necessarily go hand in hand.

CLASSICAL AND MODERN
VIEWS OF MANAGEMENT

While management and managers have been with us
since humans have had tasks to perform and goals to
accomplish (e.g., gathering food or finding shelter),
the study of management as a scientific and academic
curriculum is relatively new. Before the industrial rev-
olution of the eighteenth and nineteenth centuries,
most people lived and worked alone or in small groups.
While people at that time still had goals and objectives
that needed to be accomplished efficiently, there was
little formal study of the best ways to do so. The advent
of the industrial revolution brought together groups of
hundreds and thousands of people who shared a com-
mon objective. In order to get large groups of people to
work together effectively, industrialists and academics
established hierarchies and systems that allowed large
industrial organizations to accomplish their goals (es-
pecially those related to growth and profitability).
Around the turn of the twentieth century, an
American industrialist and a French engineer began to
publish observations in what would become known as
the classical, or administrative, school of management
thought. E W. Taylor, an executive with Bethlehem
Steel, published 7he Principles of Scientific Management
in 1911. He was among the first to espouse applying
scientific principles to management of the workplace.
Henri Fayol, a French mining engineer and corporate
executive, published Administration Industrielle et
Generalein 1916. Both Taylor and Fayol argued that all
organizations, regardless of size or objective, had to per-
form a standard set of functions to operate efficiently.
Fayol’s five management functions (i.e., forecasting
and planning, organizing, commanding, coordinating,
and controlling) became widely accepted throughout
the industrialized world. Both Fayol’s five management
functions and 14 principles for organizational design
(Table 2-1) are still used by managers today. For
example, while in the scenario Krista Connelly has
the responsibility for working with her ASP chapter’s
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Table 2-1. Classical Management Theory (Fayol)

Fayol’'s 5 management functions:

a b w N

. Forecast and plan
. Organize

. Command

. Coordinate

. Control

Fayol’'s 14 principles for organizational design and effective administration:

Specialization/division of labor. People should perform tasks specific to their skills. No one person should
be expected to perform all the skills needed to run an organization.

Authority with corresponding responsibility. People with responsibility also have sufficient authority within
an organization to ensure that a task is performed.

Discipline. People should follow rules, with consequences for not following rules.

Unity of command. The organization has an administrator who is recognized as having the ultimate
authority (e.g., CEO or president).

Unity of direction. The organization has a sense of direction or vision that is recognized by all members
(e.g., mission statement).

Subordination of individual interest to general interest. The goals of the organization supercede the goals
of any individuals within the organization.

Remuneration of staff. Employees should be paid appropriately given the market for their skills and their
level of responsibility.

Centralization. Performing similar tasks at a single location is more effective than performing these tasks

at multiple locations.

e Scalar chain/line of authority. Each employee has one, and only one, direct supervisor.

e Order. Tasks should be performed in a systematic fashion.

e Equity. Supervisors should treat employees with a sense of fairness.

o Stability of tenure. Benefits should go to employees who have stayed with an organization longer.
¢ [nitiative. Organizations and employees are more effective when they are proactive, not reactive.

e Esprit de corps. Teamwork, harmony.

committee chairs, she cannot be effective in her ability
to carry out her responsibilities unless her position
provides her with authority that is recognized by the
committee chairs. Chapter 8 provides more informa-
tion on Fayol’s principles of organizational design.
Much of Taylor’s and Fayol’s work was developed
based on the workplace conditions of the eighteenth,
nineteenth, and early twentieth centuries. The great in-
dustries of those times focused primarily on the mass
production of tangible goods. Very few people were ed-
ucated beyond grammar school. The few people with

higher levels of education (almost always men) gen-
erally were given administrative positions. They were
expected to supervise large numbers of less educated
production-line employees. In this hierarchy, the role
of administrators generally was to command and con-
trol their employees, and the role of workers was to
carry out the tasks at hand without question.

On the other hand, the workforce and workplace
of the late twentieth and early twenty-first centuries
have evolved into something quite different. According
to the U.S Bureau of Labor Statistics (2007), more than
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five times the number of people are involved in the
provision of services than in the production of tangible
goods. Today’s workforce is much better educated and
more highly skilled than workers had been in the past.
In many cases, today’s administrators have less formal
education and fewer technical skills than the people
they are supervising.

These trends have led many to question the rel-
evance of classical management theories in today’s
rapidly changing world. Walk down the “Business”
aisle of practically any bookstore and you’ll find liter-
ally hundreds of books written by management “gurus”
such as Covey, Drucker, Peters, and many others es-
pousing modern management techniques and offering
“hands on” advice about how to deal with day-to-day
workplace issues. Researchers apply scientific methods
to the study of managementand publish their results in
scholarly journals, similar to what we see in pharmacy
and medicine. These books and research studies make
important contributions to management science, given
the continued need to use scarce resources to achieve
goals and objectives in an ever-changing business cli-
mate. However, as will be discussed below, classical
management theory still has a place in today’s pharma-
cies, as well as in our personal lives.

THE MANAGEMENT
PROCESS

Figure 2-1 describes one way in which Fayol’s man-
agement functions can be adapted to describe what
managers do in today’s world. There are three dimen-
sions of management: (1) activities that managers per-
form, (2) resources that managers need, and (3) levels
at which managers make decisions. Every action taken
by a manager involves at least one aspect of each of the
three dimensions.

Management Activities

Fayol’s five management functions have been adapted
to describe four activities that all managers perform.
While managers who hold administrative positions in
their organizations may have formal ways of perform-
ing these activities (and are evaluated on their ability

Individual

Interpersonal / /

Organizationa)

Plan
Organize

Lead

Control /

Money People Time Materials Info

Figure 2-1. The management process.

to get them done), all managers (which means all of
us!) perform each of these activities every day, whether
we are thinking of them or not.

The first of these four activities is planning. Plan-
ningis predetermining a course of action based on one’s
goals and objectives. Managers must consider many
factors when planning, including their internal and ex-
ternal environments. The chief pharmacist at a com-
munity pharmacy or the director of a hospital phar-
macy will develop plans to predetermine which drug
products he wishes to carry or what professional ser-
vices he might offer. Some pharmacists will even go so
far as to develop formal strategic and business plans for
their pharmacies (see Chapters 5, 6, and 24 through
27). On the other hand, planning can also be very infor-
mal. Anyone who goes to work or school in the morn-
ing develops a plan for how they will get there (i.e.,
What time do I need to arrive? What form of trans-
portation should I take? What route should I follow?).

The next management activity is organizing. Or-
ganizing is the arrangement and relationship of activ-
ities and resources necessary for the effective accom-
plishment of a goal or objective. Once a pharmacist
has decided which drug products or services she should
offer, she needs to ask herself whar resources she needs
to provide them, how she will go about obtaining these
resources, and then determine when she will need to ob-
tain them. Once the person going to work or school has
a plan, he needs to think about what else he may need
to do to accomplish his goal (e.g., check the weather
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and traffic reports, get gas in his car, drop his kids off
with a child care provider, etc.).

The next step is the leading or directing step. This
step combines Fayol’s command and coordinate steps
to provide a better description of what managers actu-
ally do in today’s world. Leading or directing involves
bringing about purposeful action toward some desired
outcome. It can take the form of actually doing some-
thing yourself (the person going to work or school just
needs to get up and go) or working with others to lead
them to where you want your organization to be. A
pharmacist eventually may offer the goods and services
described in her plans, but almost certainly she will
need to work with a number of other people within her
organization to accomplish this task. In the scenario,
Krista Connelly, in her role has vice president of her
ASP chapter, is responsible for seeing that the chapter’s
committees work effectively to accomplish their ob-
jectives. Working with others often requires leadership
skills, which will be discussed in Chapter 14.

The fourth step is the control or evaluation step.
Control or evaluation involves reviewing the progress
that has been made toward the objectives that were set
out in the plan. This step involves not only determin-
ing whar actually happened but also why it happened.
Performing quality-control checks to help ensure that
patients are receiving the desired medication in the
appropriate manner is a very important function of
a pharmacy practice. Pharmacists can also ask them-
selves if the goods and services they offered met their
goals. These goals can be from the perspective of their
patients (e.g., Did the goods and services result in high-
quality patient care or improved clinical outcomes?),
as well as from other perspectives (e.g., Did the ser-
vice improve the pharmacist’s job satisfaction? Did it
improve the profitability of the pharmacy or organiza-
tion?). The person going to work or school not only
should ask himself if he arrived on time but should
also know why he did or did not (e.g., the traffic acci-
dent on the expressway, hitting the snooze button that
third time before getting up, etc.). Chapters 9 and 28
review some of the methods that pharmacists use to
help ensure the quality of their operations and reduce
the occurrence of medication errors.

s |

Control Organize

C.d

Figure 2-2. Management activities cycle.

Management activities should be performed in
order, starting with the planning step. They are also
meant to be cyclic, meaning that what a manager learns
in the control and evaluation step should be incorpo-
rated into the planning step the next time she needs
to accomplish that objective (Fig. 2-2). For example,
if a pharmacy student receives a score on an examina-
tion that did not meet his goal, he should use what he
learned in the evaluation step (e.g., what questions he
got wrong, time spent studying, etc.) to help him plan
for the next examination.

Resources That Are Managed

Regardless of their level or position within an organiza-
tion, managers must use resources to achieve their goals
and objectives. Keep in mind that resources are scarce,
meaning that they are notavailable in unlimited supply.
Both organizations and individuals must use resources
efficiently to achieve their goals and objectives.

The first resource that many managers think of is
money. Customers generally provide money to phar-
macies and pharmacists in exchange for goods and ser-
vices. Employers generally pay their employees money
in exchange for the services they provide to the organi-
zation. Managing money is important to any organi-
zation or individual, and several chapters of this book
are dedicated to explaining how pharmacies and phar-
macists manage money and use economic informa-
tion to make decisions (see Chapters 15 through 19).
Money in and of itself can be an important yardstick for
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measuring the success of an organization or an individ-
ual. However, most managers value money for its abil-
ity to allow them to obtain additional resources that
are necessary to achieve other goals and objectives.

Another resource that is very important to man-
agers is people. In pharmacy practice, there is very
lictle chat any one person can accomplish on his or
her own, regardless of the practice setting. Pharmacists
must work with other employees in their pharmacies,
other health care professionals, and especially the pa-
tients and customers they serve. Given the importance
of this topic, an entire section of this book (Chapters 8
through 14) is dedicated to the management of people.

How many times have you heard someone say,
“I'd have got that done if I'd have had more time”? Of
all the resources managers have at their disposal, time
can be the most limiting. After all, there are only 24
hours in a day! Time management is essential for to-
day’s busy pharmacist, as well as for most other people.
In the scenario, Krista Connelly is a great example of
a pharmacy student who could benefit from time and
stress management. Chapters 13 and 14 are dedicated
to time management, stress management, and organi-
zational skills that can help you to get the most out of
this precious resource.

When many people think of pharmacy, they still
think of a pharmacist standing behind a counter com-
pounding drug products and dispensing prescriptions.
While pharmacy practice continues to evolve from a
product to a patient orientation, managing material re-
sources is still a very important function in a pharmacy.
Community pharmacies filled 3.4 billion prescriptions
in 2005, an increase of almost 70 percent over the past
decade (NACDS, 2000). The costs of these drug prod-
ucts, as well as the costs of the equipment and supplies
necessary to dispense them safely and efficiently to pa-
tients, continues to rise in all practice settings. Just as
people need to assess their needs and supplies of ma-
terial goods (e.g., food, clothing, household supplies,
etc.) before going on a shopping trip, pharmacies need
to make the same assessments before purchasing drug
products, equipment, and supplies. Chapters 7, 22,
and 23 are all designed to help readers learn more about
managing material resources.

While the eighteenth and nineteenth centuries
were known as the time of the industrial revolution,
the twenty-first century certainly will be known as the
information age. The advent of the computer and the
Internet in the late twentieth century has resulted in
an explosion of information that is literally at most
people’s fingertips. This already has had a tremendous
impact on pharmacy practice, providing pharmacists
with information about drugs and patients that they
did not have only a few years ago. While it is not certain
what implications this will have for pharmacy practice
in the future, it is certain that information manage-
ment is becoming an important job for pharmacists.
Chapter 8 provides an overview of technologies that
pharmacists use to manage information, as well as in-
sights into what role information management may
have in the future of pharmacy practice.

Levels of Management

When managers perform management activities, they
can do so at a number of levels with a variety of dif-
ferent purposes in mind. While some people think of
management activities as only occurring at a corporate
or organizational level, management activities occur
much more frequently at lower levels.

There is not a person reading this book who has
not performed self-management activities. Just the fact
that you are a pharmacy student or pharmacist attests to
the fact that you have performed a number of activities
on your own just to get to this point. Self-management
is the most frequently occurring level of management, if
for no other reason than that practically every decision
we make every day (both professional and personal)
requires self-management. For example, pharmacists
must prioritize and manage their time efficiently so
that they can accomplish the wide variety of tasks, from
ensuring that every prescription is dispensed accurately
to making sure that they have time to counsel their
patients.

Next to self-management, the most frequent level
on which managers find themselves performing is the
interpersonal level. Interpersonal management occurs
between the manager and one other person. In a phar-
macy, this might involve a pharmacist counseling a
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patient about a medication or training a technician on
how to adjudicate a claim with a third-party payer. Our
personal lives are full of interpersonal relationships, in-
cluding those with our parents, siblings, spouse, chil-
dren, friends, and significant others.

The level of management that occurs less fre-
quently is organizational management. This involves
actions that affect groups of people. We frequently
think of this occurring at work, especially when a phar-
macist needs to develop a policy or make a decision that
may affect many people at the pharmacy. High-level
administrators in large organizations (e.g., pharmacy
chains, hospitals, etc.) often make decisions that affect
everyone within the organization. Keep in mind that
people who hold administrative positions are not the
only ones who perform organizational management.
Anyone who has ever had to make an “executive de-
cision” among a group of classmates who are studying
for an examination or deciding where to go for lunch
can relate to the kinds of organizational-level decisions
that business leaders make every day.

INTEGRATING MODERN
AND CLASSICAL VIEWS OF
MANAGEMENT

Much of what was first described by Taylor and Fayol
at the beginning of the twentieth century is still applied
today by managers at all levels of administration in all
types of organizations. However, much has changed in
both pharmacy practice and the workplace over that
time, and management science has exploded to keep
up with those changes.

One hundred years ago, the relationship between
an administrator and a worker was very hierarchical.
The authority of the administrator generally went un-
questioned, and workers simply did what they were
told. In today’s workplace, there is much more of a part-
nership between administrators and workers. While
administrators are still responsible for achieving or-
ganizational goals and objectives, workers generally
expect to have input as to how goals and objectives
will be accomplished and also expect to share in the
rewards when those goals are accomplished.

Health care organizations such as hospitals and
pharmacies present a number of managerial challenges
to administrators. Unlike the workers of Taylor’s and
Fayol’s day, most health care workers are highly edu-
cated and skilled professionals. Trends toward special-
ization among health care professionals often create
situations where staff-level health care workers have
more knowledge and expertise of their particular area
than their administrators. As you can imagine, admin-
istrators of health care professionals who attempt to use
their authority to command and control these employ-
ees may find this not to be an effective way to achieve
organizational goals and objectives.

Modern views of management suggest that man-
agers must adapt their management activities to their
workers. These functions generally occur in addition
to the classical management functions. According to
Nelson and Economy (2003), today’s manager also
needs to

* Energize. Today’s managers need to have a vision of
what they want to create and the energy to make
it happen. When you think of good managers with
whom you have worked in the past, they are probably
not the kind of people who just want to keep doing
the same thing every day for the rest of their lives.
They generally have ideas about what they would
like to see their organizations become in the future
and the energy to attract others who want to join
in. They are always trying to make the best of what
often can be stressful situations, especially when the
level of resources available may be less than they de-
sire. In pharmacy today, good managers are often
pharmacists who want to see the profession move
forward by developing new professional services and
opportunities to provide pharmaceutical care. Their
energy and enthusiasm generally attract motivated
pharmacists and other personnel who share their vi-
sion and want to work with them. These managers
also seem to find the resources they need to carry
out their vision or make the most of what they al-
ready have. Not only does the power of energy and
enthusiasm work for pharmacists, but it also benefits
pharmacy students as well. Do you think that Krista
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Connelly would be as an effective leader if she did
not have a high level of energy and enthusiasm for
ASP’s goals and objectives?

Empower. If you are a highly educated and skilled
health professional, the last thing you probably want
is to have an administrator questioning your deci-
sions and telling you how you should do your job.
In today’s environment, managers should empower
their employees to do what needs to be done. In
many ways, today’s manager is very much like the
coach of a team. Coaches develop a game plan; se-
lect players; provide them with training, resources,
and advice; and then step back and let the players
execute the game plan. Good coaches empower their
players to carry out their game plan. Managers who
empower their employees provide them with train-
ing, resources, and advice and then let the employ-
ees get the job done. Krista Connelly can empower
her ASP committee chairpersons by providing them
with goals, resources, and advice and then letting
them get to work.

This is not to say that managers do not need to
supervise their employees. Managers are still respon-
sible for seeing that their organizations goalsare met,
which may mean having to intervene with workers.
Just as coaches need to provide resources and advice
to their players during a game, and occasionally re-
place a player who is not executing the game plan,
managers need to provide resources, advice, and oc-
casionally discipline to see that their organizations’
goals are met.

Support. After a manager has empowered her em-
ployees to do their jobs, she should not just leave
them on their own, especially when things start to
go wrong. Today, good managers need to be coaches,
collaborators, and sometimes even cheerleaders for
their employees. Providing support for employees
does not mean that managers should be willing to
do their employees’ work or always agree with the
decisions their employees make on the job. It does
mean that managers need to provide their employees
with the training, resources, and authority needed to
do their jobs. Managers also need to be good coaches,
letting their employees know when they have done

a good job, as well as helping them to learn when
things are not going so well. Even pharmacy students
like Krista Connelly know that a few kind words to
her committee chairpersons will help her ASP chap-
ter in the long run.

In providing support, managers must also be
mindful to balance the needs and resources of their
organizations with what their employees need. As
much as a manager may wish to give a valued em-
ployee a big raise, the manager must also consider
how much money is available for a raise and other
potential uses of his financial resources.

o Communicate. In today’s information-laden environ-

ment, communication between managers and em-
ployees is more important than ever. While man-
agers can energize, empower, and support their
employees, if they cannot communicate their mes-
sages, they will not be effective, and their organiza-
tions will suffer. The cornerstone of communications
in any environment is trust. If employees feel that
they can bring up any question or concern to a man-
ager, they probably will be much more receptive to
what the manager has to say.

One major challenge for managers and employ-
ees today is the vast number of ways in which they
can communicate with each other. Communication
that used to take place between managers and em-
ployees in person now can take place over the tele-
phone, via voice mail, or even by means of text mes-
saging and e-mail. While these additional methods
can make it easier for managers and employees to
communicate with each other, care must be taken in
using these methods. As you can imagine, not every
method of communication is appropriate for every
type of message (e.g., disciplining or firing an em-
ployee in a text message on a cell phone is nota good

idea).

WHY SHOULD I STUDY
MANAGEMENT?

After reading the first two chapters of this book, you

still may be asking yourself, “Why should I study



28 WHY STUDY MANAGEMENT IN PHARMACY SCHOOL?

management?” You may think that being a good man-
ager just involves using your common sense and apply-
ing the Golden Rule (act toward others as you would
have others act toward you). After all, you probably
have done a good job managing yourself up to this
point without taking a management course or reading
a management textbook. Can managing a pharmacy
practice be that much different?

While there is certainly a role for applying self-
management skills, most pharmacy managers agree
that managing a pharmacy practice successfully re-
quires a unique set of skills. Some of these skills can be
quite technical [e.g., financial management (see Chap-
ters 15 through 19) and marketing (see Chapters 20
through 23)], requiring a knowledge base that goes be-
yond what many pharmacists bring to their practices.
These skills should be studied just as one would study
medicinal chemistry, pharmacology, or therapeutics.

Something else to keep in mind is that in today’s
workplace, what might be common sense to you may
not make sense at all to the other people you encounter.
Pharmacists today work with employees, other health
professionals, and especially patients who come from a
wide variety of racial, ethnic, cultural, and educational
backgrounds. People from diverse backgrounds bring
with them an incredible amount of insight and expe-
rience. Pharmacists who do not take this into account
when working with diverse groups of people may find
themselves frustrated and not able to achieve their goals
and objectives effectively.

In this book we make an effort to present material
that is relevant to both pharmacy students and phar-
macists. Pharmacy students who use this book will find
that many of the scenarios that start each chapter are
directed toward experiences to which they can relate.
There may be some of you right now who think that
your life has a lot in common with Krista Connelly’s.
We anticipate that this is the case. The information
provided in each chapter not only will help students
to better deal with management issues they are cur-
rently experiencing but will also help to prepare them
for what to expect in the future as pharmacists.

Pharmacists who use this book often have a good
idea of why they need to have management skills. After

all, they are living pharmacy practice management on
a daily basis! The information provided in this book
should help to provide pharmacists with the skills they
will need to better meet the challenges they face every
day. In addition, the last four chapters of this book
(Chapters 31 through 34) describe how pharmacists in
a variety of practice settings apply management skills
on a daily basis.

QUESTIONS FOR FURTHER
DISCUSSION

Listed below are three scenarios that represent how
pharmacists use the management process on a daily
basis. For each scenario, please describe (1) the level of
management being performed, (2) the type of manage-
ment activity being performed, and (3) the resources
that the pharmacist needs to perform this activity.

Scenario 1: Sabin Patel, R.Ph., is trying to decide what
form of education (nontraditional Pharm.D., cer-
tificate program, continuing education) would best
allow her to maintain her practice skills.

Scenario 2: Doug Danforth, Pharm.D., is training a
technician regarding information that needs to be
collected during an initial patient interview.

Scenario 3: Casey Kulpinski, Pharm.D., is reviewing
her pharmacy’s financial statements to determine if
her diabetes care center met her chain’s financial
goals.
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LEARNING OBJECTIVES

After completing this chapter, students should be able to

1. Provide an overview of planning activities conducted by pharmacy and health care
organizations.
Describe the general process common to all types of planning.

N

3. Describe the purpose of strategic planning, and illustrate the specific steps to
develop a strategic plan.

31
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4. Differentiate a vision statement from a mission statement.

5. Highlight examples of strategic planning in pharmacy organizations.
6. Identify barriers and limitations to planning.

SCENARIO

Ted Thompson graduated from pharmacy school
magna cum laude 2 years ago with a doctor of phar-
macy degree and successfully passed the licensing ex-
amination, making him a registered pharmacist. After
graduation, Ted completed a pharmacy practice res-
idency at a prestigious teaching hospital with a rep-
utation for having an excellent pharmacy department
and advanced clinical pharmacy services. Following his
residency, Ted took a job as a clinical pharmacist in a
community hospital in his hometown. In hiring Ted,
the hospital pharmacy department fulfilled an interim
objective toward their goal of developing contempo-
rary pharmacy services.

The hospital is located in a town of approximately
100,000 people, and a large portion of the population
is elderly. Partly because of both the favorable payer mix
(mostly Medicare) and the fiscal savvy of the chief fi-
nancial officer (CFO),! the hospital has done very well
from clinical and economic perspectives. The pharma-
cy department has a good drug distribution system and
a director of pharmacy (DOP) who, while not trained
clinically, understands the value of these services.

The hospital is growing rapidly and, as such, has
become increasingly reliant of pharmacy services. Be-
cause of the many opportunities that confront the phar-
macy department, the DOP has decided that the de-
partment should develop a plan to guide its priorities

"In a business or organization, the CFO is the individual
who is responsible for the financial decisions and invest-
ments made by the company. In a hospital or health system,
the CFO is likely to have several departments and functions
reporting to him or her, including general accounting, ac-
counts receivable and accounts payable, payroll, budgeting,
and finance.

over the next 5 years. To accomplish this, the DOP
has determined that over the next several months, the
department will undergo a strategic planning effort.
This effort will begin with a selected group of indi-
viduals from within the department, each represent-
ing key functions and constituencies. Ted was asked to
be part of this group because of his clinical role and
expertise and because expansion of the clinical phar-
macy services provided by the department is recog-
nized as a goal that likely will be part of this strategic
plan.

Having no real management training or experi-
ence, Ted recognized the need to learn more about the
purpose of strategic planning and the process that will
be required to develop the departmental strategic plan.

CHAPTER QUESTIONS

1. What are the different activities that pharmacies
and health care organizations engage in when they
plan for the future?

2. What is the purpose of strategic planning, and how
is it different from other types of planning?

3. What are the steps typically taken by a pharmacy
organization when developing a strategic plan?

4. What is a vision statement, and for whom is it writ-
ten?

5. What is a mission statement, and for whom is it
written?

6. What are the barriers or limitations associated with
planning that should be kept in mind while under-
taking this process?

INTRODUCTION

The scenario illustrates an important activity within
pharmacies and health care organizations that is rarely
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considered by new pharmacy graduates. In this sce-
nario, Ted is asked to participate in the development
of a strategic plan. Strategic planning is one of the most
common types of planning that is conducted by health
care organizations. However, strategic planning is not
unique to pharmacies or health care organizations; in
fact, it represents a core management activity that is
employed by all businesses.

This chapter begins with a general discussion
of management planning by pharmacy organizations.
Pharmacies and health care organizations, like many
businesses, are involved in, or should be involved in,
many different types of planning for different pur-
poses within the organization. This chapter provides
an understanding of where the responsibility of plan-
ning lies within organizations and the general structure
or process involved in planning efforts. These general
concepts are applicable to all types of planning in all
different types of organizations, including pharmacies.

Next, this chapter discusses one specific type of
planning—strategic planning. The intent of this dis-
cussion is to provide a general understanding of the
role of strategic planning and to identify its key steps
or components. While the material in this chapter is
applicable to almost any type of organization, examples
pertinent to the profession of pharmacy or pharmacy
practice within health care organizations are provided.
For readers interested in a more complete understand-
ing of planning, there are many options for obtaining
information beyond what is presented here. There are
literally hundreds of textbooks addressing both gen-
eral and specific topics within this field. Several good
texts are included in the reference list at the end of this
chapter (Koteen, 1997; Martin, 2002; Porter, 1980,
1985; Stoner, Freeman, Gilbert, 1995; Thompson and
Strickland, 1983).

PLANNING IN GENERAL

In the broadest sense, planning represents the purpose-
ful efforts taken by an organization (for our purposes, a
pharmacy organization) to maximize its future success.
Planning, as it is referred to here, is sometimes called
management planning because it is typically part of the

duties of managers. Planning has been described as
one of the four key functions of managers (along with
organizing, leading, and controlling). In fact, of the
four functions, planning is crucial because it supports
the other three (Stoner, Freeman, and Gilbert, 1995).
However, planning may involve more than just man-
agers at high levels; in fact, in smaller companies or in
companies with fewer levels of management, front-line
employees often are involved in planning.

Many different types of planning activities occur
within pharmacy organizations. The most common
types include business planning, financial planning,
operational planning, resource planning, organiza-
tional planning, and strategic planning. The purpose of
each type of planning is different. It is not the intent of
this chapter to cover all these types of planning. Instead,
a brief description of the purpose and characteristics of
each is outlined in Table 3-1. Some of these types of
planning activities have subtypes within them. For ex-
ample, one type of resource planning deals specifically
with human resources (Smith, 1989). Another type
of resource planning that has gained increasing impor-
tance is information technology planning. This type of
planning focuses specifically on the present and future
information needs of an organization and the tech-
nologies and systems to meet those needs (Wong and
Keller, 1997; Breen and Crawford, 2005).

Because of the importance of effective planning,
many organizations invest significant time and re-
sources in these efforts. Ultimately, the chief execu-
tive officer (CEO) or president of a company is re-
sponsible for making certain that the organization is
successful—ensuring that success largely depends on
planning that occurs within the organization.”? How-
ever, in large companies, given the scope of planning
activities that must take place, much of the work in-
volved in planning is delegated to a special depart-
ment dedicated entirely to planning. Often, outside

2The CEO is the top administrator of an organization, re-
porting only to the board of directors. The CEO is respon-
sible for the overall success of the organization and is the key

decision maker.
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Table 3-1. Types of Planning

Type
Strategic
planning

Operational
planning

Business

planning

Resource
planning

Organizational
planning

Contingency
planning

Purpose
To ensure that the organization is doing the

right things. Addresses what business the
organization is in, or ought to be in,
provides a framework for more detailed
planning and day-to-day decisions.

To ensure that the organization is prepared

perform the immediate tasks and
objectives to meet the goals and strategy
of the organization. To ensure that the
organization is doing things right.

To determine the feasibility of a specific

business or program. Business planning is
used to make a decision about investing
in and moving forward with a program.

To ensure the resources necessary to achieve

the goals and strategy of the organization.
Resource planning can be comprehensive
(all resources needed to achieve goals and
strategic plan of the organization) or can
focus on a specific type of resource.

To ensure that an organization is organized

appropriately to meet the challenges of
the future. Key elements include
reporting relationships, definition of
responsibilities, and definition of
authorities.

To provide a fallback option or direction

should the original strategy of the
organization fail or should something
unexpected occur. Contingency planning
can occur for a specific anticipated
situation, the most common of which are
business-related crises (such as a labor
strike), natural disasters, and changes in
management personnel.

Characteristics

Long term (5-20 years); scope includes
all aspects of the organization;
viewpoint is external—how the
organization interacts with or controls
its environment.

Short term (1-5 years); scope is specific
to the immediate actions that need to
be taken to move the organization
forward; viewpoint is
internal—day-to-day accomplishment
of tasks.

Short term (1-5 years); can be used to
make decisions to start a new
business, expand a business, or
terminate a business.

Midterm (1-10 years); scope is specific
to the resource or resources defined in
the plan—specific resources may
include human resources,
information/technology resources,
financial resources, capital and
facilities, and others; viewpoint is
internal—the resource needs of the
organization.

Midterm (1-10 years); scope specific to
the structural aspects of the
organization including divisions,
reporting relationships, coordination,
control; viewpoint is internal—how
the company organizes itself.

Short to long term (1-20 years); scope is
specific to the particular situation that
may occur; viewpoint is both external
(if the situation is created in the
environment) and internal.
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consultants are employed to assist organizations in their
planning efforts.

The actual process of planning may vary by the
type of planning being conducted and by the size of
the organization or system. Here, the term system refers
to the entity for which planning is being conducted.
That entity may be the entire pharmacy organization
or a program or function within it. Programs can
be considered subunits or specific services within an
organization. An example of a program within a phar-
macy organization would be a clinical pharmacy ser-
vice program. A function is an activity that cuts across
different subunits of an organization. An example of
a function within a pharmacy organization would be
the function of information management.

Regardless of the system for which planning is
being conducted, planning varies in terms of sophisti-
cation. In some cases, planning can be relatively sim-
ple and straightforward. In other cases, it may involve
extensive analyses of data with complicated forecast-
ing, decision-making models, and algorithms. Never-
theless, all planning processes share a few basic charac-
teristics, as shown in Table 3-2.

The eight steps shown in Table 3-2 define the gen-
eral process that is followed in most planning efforts.
These general steps in some cases may be expanded or

Table 3-2. Steps in the Planning Process

1. Define or orient the planning process to a
singular purpose or a desired result (vision/
mission).

. Assess the current situation.

. Establish goals.

. |dentify strategies to reach those goals.

. Establish objectives that support progress
toward those goals.

6. Define responsibilities and timelines for each

objective.

7. Write and communicate the plan.

8. Monitor progress toward meeting goals and

objectives.

o~ wWwN

condensed depending on the situation or presented in
a slightly different fashion. Nevertheless, the key com-
ponents of understanding the purpose, assessing the
situation, establishing goals, and devising a method to
accomplish those goals should be common to all plan-
ning activities.

As shown in the table, the planning process should
begin with consideration of the purpose of the orga-
nization or system and of the planning effort itself.
This is followed by an analysis of the present situation
or status of the system. Next, specific future goals are
determined, and then a strategy for bridging the gap
between the present and future is developed. Interim
objectives that measure progress toward the goals are
then identified, and responsibilities and timelines for
each objective are assigned. The plan then needs to be
communicated, implemented, and monitored.

STRATEGIC PLANNING

The purpose of strategic planning is to ensure that
the organization is doing the right things now and
in the future. Strategic planning addresses what busi-
ness the organization is in or ought to be in and helps
to determine long-term goals for the organization. For
example, what is the business of a particular commu-
nity pharmacy? Does the pharmacy want to be in the
“prescription business” or the “health care business”?
Does a health system want to be in the “hospital busi-
ness” or a “business that provides a continuum of care”?
Obviously, how a pharmacy organization answers these
questions may influence how it views itself and how it
conducts its business, thus providing a framework for
more detailed planning and day-to-day decisions.
Strategic planning has been defined as the process
of selecting an organization’s goals, determining the
policies and programs (strategies) necessary to achieve
specific objectives en route to those goals, and establish-
ing methods necessary to ensure that the policies and
strategic programs are implemented (Steiner, Miner,
and Gray, 1982). More broadly, strategic planning can
be considered an effort that enables the optimal de-
ployment of all organizational resources within cur-
rent and future environmental constraints. The result
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of this optimization is to increase the likelihood that
the organization will survive, and preferably thrive, in
the future.

In evaluating the performance of a company, it
is often informative to look at its strategy histori-
cally over time. While many factors can influence or-
ganizational performance, companies that engage in
long-range strategic planning are often more success-
ful than those that do not. Again, this is true for phar-
macy organizations as well as other types of businesses.
Strategic planning can be either reactive or proactive.
Reactive strategic planning is not the ideal, but it is
often necessary, especially in industries that are chang-
ing rapidly (such as health care). Preferably, proactive
strategic planning enables an organization to control
its environment instead of vice versa.

Beyond proactive planning, organizations that are
able to think and plan in a provocative or “out of the
box” manner may position themselves not only to con-
trol the business environment but also to actually cre-
ate or recreate the business environment. This type of
strategic thinking has been considered the pinnacle of
planning efforts by organizations—ideal for companies
to position themselves to be most competitive. Using
strategy to create an environment that puts the com-
pany at an advantage compared with its competitors is
integral to this effort (Porter, 1980, 1985). An example
outside the health care industry is Apple, Inc., and its
iPod product. The October 2001 introduction of the
iPod was the direct result of Apple’s strategy to create
a whole new category of portable entertainment—a
strategy that obviously has been extremely successful.
A similar example is that of the Web site Facebook,
which, together with similar sites, has developed a new
market for interaction via the Internet that did not exist
previously.

The time horizon of strategic planning helps to
distinguish it from other types of planning. Strategic
planning has also been called long-term planning. The
actual timeline used by organizations may vary or in
some cases may not be known. Because the future is
unknown, it is often difficult to predict with any accu-
racy the amount of time it will take for an organization
to reach its long-term goals. Nevertheless, a key com-

ponent of strategic planning is to identify time periods
within which goals are to be reached.

The time horizon for strategic planning may be as
long as 10 to 20 years or as short as 2 years. In a sur-
vey conducted by the Net Future Institute, managers
were asked what time period they considered to be long
term (Martin, 2002). The most common response was
2 years (40.2 percent), followed by 5 years (32.7 per-
cent) and 1 year (17.9 percent). Admittedly, many of
the companies involved in this survey were in high-tech
industries, where rapid change may impair longer-term
planning. However, health care is also an industry of
rapid change, and thus planning must be done similarly
to that in other fast-growing industries.

The problem with strategic planning, even in
S5-year time periods, is that it is not likely to result
in any truly sustainable competitive advantages or a
significant organizational metamorphosis. Further, be-
cause strategic goals are based on the company’s vision
for the future, goals that incorporate new paradoxes
or visionary changes may be difficult for employees to
believe if the time period for accomplishing those goals
is too short. Nevertheless, these are the types of goals
that should be created in strategic planning, so it is the
time period that must be congruent with these goals,
not vice versa. The worst mistake would be to “dumb
down” the goals to make them consistent with a shorter
time period.

Vision and Mission

An important part of the process of strategic planning is
to create momentum and to motivate personnel within
the pharmacy organization. Strategic planning has a lot
to do with defining what a company is all about and
creating a “story” about the organization. The com-
munication of the organization’s story occurs across a
number of different statements that may be products of
strategic planning. Most essential of these statements
are the vision statement and the mission statement.
The vision is what the pharmacy organization
wants to be at some future time point. The vision
may be complex and multidimensional, but the vision
statement should be short. The vision statement should
make people think and should motivate people to strive
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for something greater. A company vision statement
should inspire employees to create a different future for
the organization. The vision of the organization is used
in the strategic planning process as both the beginn-
ing point and the end point. That is, once the vision
is set, then strategic planning is about how to reach
that end point. The vision is also used to define the
mission of the organization. For example, the vision
statement of Baptist Health Care in Pensacola, Florida,
is “To be the best health system in America” (see www.
elakeviewcenter.org/BHC/Mission.aspx). This vision
drives both the mission of the organization and its
values, and presumably, these together guide the daily
business decisions made by Baptist Health Care.

The mission is the purpose of the company. The
mission statement defines what the company does or
is. It is a statement of the present going ahead into
the near future. It is a document written to create a
sense of purpose for customers and employees. The
mission statement should be short—usually no more
than two sentences. It focuses on the common pur-
pose of the organization and may draw from the values
or beliefs held by the organization. The mission state-
ment should help to differentiate the company from
others that provide the same products or services. Some
organizations include in the mission statement not
only what the company does but also how it does it—
essentially the differentiating point.

The following elements have been suggested in
developing a mission statement for a community phar-
macy: the intended (or target) customers, the core val-
ues of the pharmacy (such as compassion, respect, and
confidentiality), the key services and products provided
by the pharmacy, the benefits incurred by customers
(such as improved health and improved safety), and the
desired public image of the pharmacy (Hagel, 2002).

All pharmacy organizations should have a mission
statement. Kerr Drugs, a chain of pharmacies in
the Carolinas, provides a good example of a mission
statement that focuses on the key services of the orga-
nization. The mission of Kerr Drugs is “To be the most
comprehensive provider of community pharmacy and
related health care services, offering our customers
quality merchendise, value for their money and the

most exceptional customer service in the industry.” (see
www.kerrdrug.com/about_kerr.html). The mission
statement of the Wyeth (www.wyeth.com) Pharma-
ceutical Company emphasizes the benefits incurred to
its customers. It reads, “We bring to the world phar-
maceutical and health care products that improve lives
and deliver outstanding value to our customers and
shareholders.” Similarly, the mission of Novartis (www.
novartis.com/about-novartis/our-mission/index.shtml)
Pharmaceuticals is to “discover, develop and success-
fully market innovative products to prevent and cure
diseases, to ease suffering and to enhance the quality
of life.”

As noted earlier, the mission statement creates a
sense of purpose for both the employees and customers
of the organization. Employees of Kerr Drug know that
their customers will expect reliable and comprehensive
services and therefore that they should strive to provide
that each day. This chapter later discusses how pharma-
cies such as Kerr Drug that have well-defined missions
and that engage in strategic planning are more likely
to be successful.

In addition to the mission statement, some busi-
nesses use a company slogan to convey a message to cus-
tomers about the organization. The company slogan
generally is more marketing-driven than is the mission
statement, but in some cases the company slogan serves
asimilar role. Like the mission statement, the company
slogan sends a message to both customers and employ-
ees, and it must be congruent with the actions of the
organization or else it will not be credible. A great exam-
ple of a company slogan is that of the Nike Company.
The slogan “Just Do It!” has energy and a sense of ac-
tion. It is easy to see how the slogan and the company’s
mission, “To bring inspiration and innovation to every
athlete in the world,” combine to create a powerful
image of what this company is all about. A good ex-
ample of a slogan for a pharmacy organization is that
of the Walgreens Company, which reads, “Walgreens.
The Pharmacy America Trusts.” Again, this slogan is
brief yet conveys a meaningful message.

The vision, mission, and other statements that
form the company story are critical elements in strate-
gic planning. If these elements already exist in the
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organization, then the process of strategic planning
starts with these as its foundation or modifies them as
necessary. If these elements do not already exist, then
the process of strategic planning must include their
conception.

Process of Strategic Planning

The process of strategic planning does not vary sig-
nificantly from the process used in other types of
planning. This chapter highlights only the aspects of
the steps shown in Table 3-2 that are distinctive to
strategic planning compared with other types of plan-
ning efforts.

Preplanning Phase

Preplanning can be defined as the steps necessary to
organize the strategic planning effort—or “planning
for the planning.” Strategic planning is a significant
undertaking that consumes much time and energy. A
pharmacy organization choosing to engage in a strate-
gic planning effort should not take this lightly. Strate-
gic planning is a financial investment—in the person-
nel time required and in the payment of consultants,
if used. These costs should be weighed against the
value to be gained by the effort. If strategic planning is
performed correctly, its value will greatly exceed any
costs. On the other hand, if strategic planning is done
in a superficial or hurried manner, its costs will ex-
ceed its benefits. Preplanning should include a careful
assessment of this balance.

Preplanning should also define the objectives of
the planning efforts and the procedures that will
be used to accomplish those objectives. Preplanning
should define who should be involved, where the plan-
ning process will occur, and how much time will be
allotted to the effort. Preplanning should also consider
any political purposes and ramifications of the under-
taking. In laying out the scope of the planning effort,
preplanning should orient the activity to the vision of
the organization, if one exists.

Planning Phase

In the planning phase of strategic planning, ideas are
actively generated for the pharmacy organization. This
may be referred to as strategizing. As in any planning

process, it is usually best to start with the destination
in mind, as in planning a trip by viewing a map. Once
the destination is clear, one must find the starting place
on the map. The next step is to determine the different
routes or options to get from here to there. Among
the different routes, one should select that which best
meets the needs within the constraints of limited re-
sources. If speed is important, then one selects the
quickest route. If scenery is important, then one selects
the most scenic route. Besides the route, the mode of
transportation needs to be determined. Options might
include taking a train, driving a car, or flying in an
airplane (or a combination of any of these). Once the
route and method of transportation are known, one
selects key milestones, or places to stop, along the way.
Knowing these intermediate points helps to keep the
journey on track. The process of strategic planning
is very similar, except strategic planning is, or should
be, a group effort involving all levels of the organiza-
tion.

In strategic planning, the “destination” is the vi-
sion of the organization in the future. However, it is
also necessary to identify where, what, and how the
organization is in the present. This is called sizuation
analysis, and it should consider both the past perfor-
mance and the current situation. This is the starting
point on the journey. Based on the vision (destination),
along with the present situation (starting point), plan-
ners next should identify the goals for the organization.
These goals could be considered synonymous with the
things considered important in the map example, such
as speed and scenic beauty. Once the goals are identi-
fied, the course is plotted to get from the present to the
future. For this, it is crucial to identify and select pre-
ferred strategies that will accomplish the goals. Strate-
gies are synonymous with the routes and the modes
and costs of transportation in the travel example. Last,
one should determine objectives that will help to reach
the goals. Objectives are like the intermediate points,
or places to pass through on the map. These objectives
provide a shorter-term milestone and, in implemen-
tation, help to measure progress toward the goal. The
relationship between vision, goals, strategy, and objec-
tives is shown graphically in Fig. 3-1.
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Figure 3-1. Relationship between vision, goals, objectives, strategy, and mission. To reach a certain vision,
or future state, the organization must set and reach one or more goals. Each goal is associated with a specific
strategy or method of reaching that goal. The strategy can be defined by the objectives that are necessary
intermediate accomplishments toward the goal. A set of tasks, or actions, may be associated with each
objective. Collectively, these tasks are also called factics that the organization employs to meet an objective.
(Adapted from Coke, 2001, with permission from the publisher.)

Considering the preceding overview, the steps in
the planning process can be examined more closely.
After crafting a vision statement, planners must ana-
lyze and define the current situation. As is the case with
any system, history helps to define the present. There-
fore, part of the situation analysis is to evaluate the
past performance of the organization. This evaluation
should include all measures of performance, including
customer satisfaction and financial indicators.

The situation analysis also should define the
present. A common method for conducting the sit-
uation analysis is to evaluate the internal strengths
and weakness of the organization and the external op-
portunities and threats to the organization. This is
known as a SWOT (Strength, Weaknesses, Opportunities,
Threats) analysis. Categories of internal strengths and
weaknesses to consider may include profitability, qual-
ity of pharmacy service, customer service, competence
and ability of pharmacy staff, and the efficiency of the
pharmacy operations. Categories of external opportu-
nities and threats to consider may include the extent of

competition from other pharmacy organizations, the
availability of technology, regulations that may help or
hinder the business, availability of reimbursement for
services provided (i.e., clinical or cognitive pharmacy
services), costs incurred by the pharmacy organization,
political issues having an impact on health delivery, and
changes in the market and types of customers served
by the organization.

By comparing the results of the situation analysis
with the desired future state (vision), the extent and
nature of the gap between the two begins to become
clear. The next steps in the planning phase attempt
to bridge that gap. First, strategic planning serves to
define goals for the organization that are consistent
with the vision. These goals should also capitalize on
the organization’s strengths and opportunities while
minimizing the threats and mitigating the weaknesses.

The last part of the planning process deals with or-
ganizing to operationalizethe strategy. Because the goals
and vision are a desired future state that may be un-
achievable in the short term, intermediate objectives are
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needed to help advance toward that target. In the plan-
ning process, the objectives pertinent to each goal are
identified and usually are accomplishable in the short
term (1 year), whereas goals are in the longer term (3
to 5 years). Because objectives are short term, a budget,
schedule, and responsibility can be assigned to each.
There is no common or standard way to organize
the written strategic plan. However, most contain the
following key elements: (1) the organization’s vision,
(2) strategies, (3) goals for each strategy, (4) objectives
required to meet those goals, and (5) tasks or action
plans to compete the objectives. Examples of strategic
plans for pharmacy organizations can be found in the
references listed at the end of this chapter, and Table 3-3
is an excerpt from one of those references (Hutchin-
son, Witte, and Vogel, 1989). The original strategic
plan published by these authors included eight major
strategies with multiple goals for each. Note that the
tasks listed also should include a planned date for com-
pletion of the task and a party responsible for each task.

Postplanning Phase

Once the major pieces of the planning phase have been
developed, the postplanning phase begins. This phase
includes three vitally important steps: (1) communi-
cating the plan, (2) implementing the plan, and (3)
monitoring progress once the plan is implemented.

While strategic planning is a process, the strategic
plan is a document that communicates the plan. The
strategic plan should be written such that it commu-
nicates all aspects of the plan effectively.

The actual implementation of the strategic plan
requires managers and executives of the pharmacy or-
ganization to understand the long-range goals while
at the same time determining and taking the steps
necessary to accomplish the shorter-range objectives.
The process of mapping out the actions necessary to
accomplish short-term objectives is called operational
planning, which focuses on determining the day-to-day
activities that are necessary to achieve the long-term
goals of the organization. One can differentiate strate-
gic planning from operational planning by viewing
the primary focus of each. Strategic planning focuses
on doing the right thing (effectiveness), whereas op-
erational planning focuses on doing things right (effi-

Table 3-3. Example Strategic Plan

Strategy: The department will achieve an organized
approach to cost containment and cost
reduction.

Goal: Develop an ongoing workload-monitoring
system based on a system of pharmacy service
units.

Objectives:

¢ To develop a workload-monitoring system that
identifies distributive and clinical workload by
satellite area

¢ To use the workload statistics to predict staffing
needs

¢ To evaluate overuse and underuse of staff based
on the need for the activities performed

Tasks/action plans:

e Determine what distributive and clinical
indicators will be used

¢ Develop a method for collecting the workload
statistics

e Collect hours worked by staff category and
satellite area

e Develop a monthly productivity report by area

¢ Analyze staffing patterns in comparison with
workload statistics

Source: Adapted from Hutchinson, Witte, and Vogel,
1989, with permission from publisher.

ciency). In other words, strategic planning defines what
to do, and operational planning defines how to do it.
The operational plan is an outline of the tactical
activities or tasks that must occur to support and im-
plement the strategic plan—sometimes called zactics.
The relationship between tasks or tactics (operational
planning) and the key elements of strategic planning
is shown in Fig. 3-1. Managers in an organization fo-
cus their day-to-day work on tactics. Their perspective,
therefore, tends to relate to the short term. Yet it is im-
portant that, on a periodic basis, an attempt be made to
step back from day-to-day activities and reorient one-
self to the bigger picture (the vision, goals, and strategy
of the organization). For example, a pharmacy manager
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may receive a request from a physician or a nurse to
have the department begin to provide a new service in
a hospital. Before agreeing to do so, it is important that
the manager consider how this new service fits into the
vision and goals of the pharmacy department.

Another key element of the postplanning phase is
monitoring. A plan for monitoring should be created.
This monitoring should evaluate the extent of imple-
mentation in comparison with the planned schedule.
Monitoring should also evaluate the effectiveness of the
organization in meeting its objectives and ultimately its
goals, especially in the deployment of limited resources,
both human and financial. In other words, have both
the plan and its implementation been effective? Intrin-
sic to this monitoring process is the possibility that
changes to the plan may be necessitated by changes in
the environment or by changes in the organization. As
such, the strategic plan should be considered a fluid
document.

STRATEGIC PLANNING
EXAMPLES IN PHARMACY
ORGANIZATIONS

There are plenty of published examples and descrip-
tions of strategic planning in pharmacy organizations,
although a majority come from the hospital practice
setting (Anderson, 1986; Birdwell and Pathak, 1989;
Guerrero, Nickman, Bair, 1990; Harrison, 2005, 2006;
Harrison and Bootman, 1994; Harrison and Ormeier,
1996; Hutchinson, Witte, Vogel, 1989; Kelly, 1986;
Linggi and Pelham, 1986; Newberg and Banville,
1989; Portner et al., 1996; Shane and Gouveia, 2000).
For chain drug stores, independent pharmacies, or
other for-profit pharmacy organizations, it would be
counterproductive to publish, and thus make available
to competitors, the company strategy and objectives.
Rather, these plans frequently are guarded fiercely so
that they do not fall into the hands of competitors. Nev-
ertheless, there are some general publications designed
to assist community pharmacies in strategic planning
(Hagel, 2002).

A survey of 1,500 randomly selected commu-
nity pharmacies published in 1996 found that only
a small proportion (30.8 percent) of respondents re-

Table 3-4. Steps Used in the Strategic Planning
Process by Community Pharmacies

Step Percentage*
Develop mission statement 76.9
Identify strengths and weaknesses 94.2
Identify threats and opportunities 90.2
Formulate and select strategies 83.8
Review pharmacy structure and 60.1
systems
Implement strategies 86.1
Evaluate implemented strategies 76.3

*N = 173 community pharmacies that reported use of
strategic planning; values represent the percentage that
incorporate each specific step of the strategic planning
process.

Source: Adapted from Harrison and Ortmeier, 1996,
with permission from the publisher.

ported having conducted strategic planning in their
pharmacies (Harrison and Ormeier, 1996). For those
that did conduct strategic planning, an average of 5.9
(of 7) different steps in the strategic planning process
were used, and 45.7 percent incorporated all seven
steps (Table 3-4). The authors also reported that com-
munity pharmacies that conducted strategic planning
had significantly higher self-rated performance on clin-
ical services, dispensing services, and financial perfor-
mance—suggesting that strategic planning can im-
prove organization success. In 2005, an update of the
survey showed little change. As in the previous sur-
vey, increased use of strategic planning was associated
with improved organizational performance (Harrison,
2005, 2000).

A similar study conducted in the hospital phar-
macy environment found that 63 percent of respon-
dents (hospital pharmacy directors) conducted strate-
gic planning in their pharmacies and followed 4.7 (of
6) steps in the strategic planning process. This sup-
ported the belief that strategic planning within hos-
pital pharmacies is more commonplace than previ-
ously thought (Harrison and Bootman, 1994). In the
hospital environment, many published descriptions of
strategic planning activities have focused specifically on
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planning for clinical pharmacy services (Anderson,
1986; Kelly, 1986; Linggi and Pelham, 1986).

Strategic planning, when used by hospital phar-
macy departments, appears to have positive results. A
study was conducted of pharmacy directors at hos-
pitals in the United States to determine if more so-
phisticated planning resulted in improved departmen-
tal outcomes (Birdwell and Pathak, 1989). Pharmacy
departments were categorized into levels of strategic
planning sophistication based on different steps in that
were employed the planning process. In departments
with high levels of planning, outcomes such as sat-
isfaction by hospital administrators, professional im-
age among hospital administrators, number of clin-
ical pharmacy programs, and the quality of clinical
pharmacy programs were rated higher by pharmacy
directors than in departments with lower levels of so-
phistication in planning. In other industries, strategic
planning also has been shown to improve company
performance and has yielded positive results (Hodges
and Kent, 2006-2007).

Consistent with these findings was another study
that described the impact of strategic planning con-
ducted in the Department of Veterans Affairs Medical
Center pharmacies. Strategic planning resulted in more
Veterans Affairs Medical Centers with increased phar-
macist involvement in patient care, increased involve-
ment in specific types of clinical services, more efficient
drug distribution systems, and increased involvement
in pharmacy education (Portner et al., 1996).

Strategic planning in pharmacy is particularly im-
portant when there are changes that occur in the prac-
tice environment. The Medicare Modernization Act
(MMA) of 2003 is a good example of such a change.
This legislation, which wentinto effectin 2006, created
the Medicare prescription drug benefit (also known as
Medicare Part D) and established the requirement that
medication therapy management (MTM) be provided
to high-risk Medicare beneficiaries (see Chapter 17).
Successful pharmacy organizations used strategic plan-
ning to predict the impact of the MMA and to develop
practice plans for provision of MTM (Lewin Group,
2005). Another example of change in the pharmacy
practice environment is the increased emphasis on

medication errors promoted by the Joint Commission,
the body responsible for accrediting hospitals and other
health care organizations. By monitoring the literature,
successful hospital pharmacy departments were able to
predict this movement and then developed and imple-
mented plans to establish the technologic and human
resources necessary to improve patient safety (Shane
and Gouveia, 2000).

BARRIERS AND
LIMITATIONS TO PLANNING

Effective planning requires a serious commitment of
time and resources. For a variety of reasons, organiza-
tions may not be successful in their planning efforts.
Lack of success may stem from failure to recognize and
minimize common barriers to planning efforts or fail-
ure to understand inherent limitations in planning.

Barriers

Organizations must overcome several barriers to ensure
a successful strategic planning process, as shown in Ta-
ble 3-5. The most serious barrier is lack of endorsement
by the top executive(s). Buy-in and participation by
top corporate executives and the board of directors are

Table 3-5. Barriers to Effective Planning

1. Failure to commit sufficient time to the
planning effort
2. Interpersonal issues such as struggles over
power or politics and individual or group
resistance to change
. Lack of planning skills
. Failure to plan far enough into the future
. Constantly changing environment
. Failure to implement owing to lack of time or
lack of resources
. Failure to monitor progress
8. Lack of support of top executive and/or board of
directors

o O~ Ww
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critical to strategic planning. Without these, the whole
planning effort could be a waste of time and resources.

A frequent barrier to effective planning is fail-
ure to commit sufficient time to the planning process.
Good planning requires significant management and
staff time. Ideally, some of the more creative aspects
of planning should be accomplished during uninter-
rupted time. Pharmacy organizations commonly hold
retreats, where those involved in the planning process
meet in a location outside the usual work environment.
The time and expense associated with such events re-
quire a huge commitment on the part of both the or-
ganization and the personnel involved.

Sometimes interpersonal issues, such as organiza-
tional culture or struggles for power and politics, be-
come barriers to effective planning. Individuals who are
involved in planning or implementation may be resis-
tant to change (for a variety of reasons) and thus con-
sciously or subconsciously sabotage the planning effort.
Likewise, if the organization or personnel lack the skills
necessary to conduct planning, the results may be less
than optimal and even harmful to the organization. In
the same context, failure to plan far enough into the fu-
ture can be problematic, especially for certain types of
planning. Strategic planning in particular is intended
to guide the organization over the long term.

The environment also can pose a barrier to effec-
tive planning. In an environment such as health care,
where things are changing constantly or are ambigu-
ous, effective planning is more difficult and uncertain.
For example, consider all the changes that may affect
pharmacy organizations that make planning for the
future difficult. These include changes in technology
and automation, new drugs and therapies, changes in
payment rates of prescriptions and availability of reim-
bursement for clinical pharmacy services, changes in
regulations, and fluctuations in the labor market for
pharmacists.

Organizations operating in rapidly changing en-
vironments may put off or avoid planning altogether.
Unfortunately, failure to plan, even when it is difficult,
may be even more detrimental in the long term.

Another barrier to the planning effort is failure
to communicate the plan effectively to the employ-

ees of the pharmacy organization. Written plans must
be drafted in such a way that the messages are com-
municated clearly to the appropriate audience. Plan
documents sometimes have the tendency to use jargon
or terminology, so-called plan-speak, that is not consis-
tent with that which would be most beneficial to clear
and accurate interpretation by the audience. Besides
the written document, verbal presentations and other
forms of communication are often important.

The most common barrier to effective planning is
failure to implement, so-called analysis but no action.
Three causes of failure to implement plans include the
unavailability of resources, lack of time, and failure to
monitor or measure progress. Implementation of strat-
egy often involves the mobilization of resources. If or-
ganizations do not have the necessary resources or are
unwilling to commit those resources, then implemen-
tation will be jeopardized. In today’s ever-increasing
speed of business, managers often cannot find the time
to use adequately the results of planning already con-
ducted to guide their daily activities. The term man-
agement by crisis is used often to describe the modus
operandi of busy managers, meaning that their work
is directed more by the problems they face at the im-
mediate moment than by any careful consideration of
the actual goals of the organization. In the long term,
this may result in failure of the company to meet its
goals (Martin, 2002). Finally, the failure to monitor,
for whatever reason, the progress made toward goals
developed in the planning process can be a significant
barrier to success of the planning effort.

Limitations

Besides the barriers to planning just listed, certain
limitations to planning must also be acknowledged.
Managers often are caught up in the notion that plan-
ning is a magic bullet for the ills of an organization.
They must acknowledge the fact that planning is no
cure-all.

First, planning is, to some degree, guesswork
(but educated and experienced guesswork, hopefully).
While decisions are based on evidence available about
the past and the likelihood of events in the future, risk
is still involved. Nothing is certain. Even with good
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data and good strategy, negative things may happen
that were unpredictable and thus unavoidable.

Second, plans and predictions are only as good as
the data and information that go into them. Poor data
will result in poor strategy. What pharmacy organiza-
tions get out of the planning activity will be correlated
directly with the degree of effort, creativity, time, and
resources they put into it. Organizations that adopt
boilerplate or “cookie cutter” approaches to planning
most likely will fail.

Two additional limitations of planning deal with
how an organization implements the plan. Planning is
not a substitute for action. Organizations that are all
about planning but neglect to take the actions dictated
will not be successful. To the opposite extreme, the plan
should not be considered as static or unyielding. Plan-
ning should be a continuous process, and plans should
change as the environment dictates. To follow a plan
blindly without consideration of changes in the envi-
ronment that may make the plan obsolete is foolhardy.

CONCLUSION

The scenario of Ted Thompson that began this chapter
illustrates how knowledge of planning-related concepts
may be applicable to the work activities of a recent phar-
macy graduate. Knowledge of concepts in the chapter
should better position Ted to participate in the strategic
planning initiative being organized by the DOP. Ted
should now clearly appreciate the importance of this
type of planning to the future of the hospital and to
the pharmacy department. Ted should also be able to
anticipate the process that might be followed. Ted also
should anticipate certain questions that will need to be
addressed in the planning process. For example, given
the pharmacy described in the scenario, what might be
a suitable vision for the department? What goals and
objectives might the department establish during its
strategic planning exercise?

The concepts discussed in this chapter become
only more important as one advances through a ca-
reer and assumes higher levels of leadership and re-
sponsibility in a pharmacy or health care organization.
It is also important for students and new practition-

ers to understand the process involved in establishing
and maintaining the viability of the organization for
which they work. A good understanding of manage-
ment concepts, and planning in particular, will allow
the pharmacy practitioner to better appreciate the con-
text from which management operates. This will then
better enable pharmacy practitioners to have inputinto
and be able to influence the direction and decisions of
a pharmacy organization.

QUESTIONS FOR FURTHER
DISCUSSION

1. Select a specific pharmacy practice setting (i.e., hos-
pital practice, community practice, or managed
care). What barriers do you believe would limit the
ability of pharmacists and pharmacy managers to
conduct effective planning in that setting?

2. Write a vision statement for a hypothetical phar-
macy organization. Explain how you selected the
language and message of the statement.

3. Conduct an Internet search of vision and mission
statements of health care organizations. Identify and
compare the statements from at least three different
organizations. What are the strengths and weakness
of these statements?

4. Describe changes that have occurred in the practice
of pharmacy over the past 20 years. How would
strategic planning have enabled a pharmacy orga-
nization to better position itself for those changes?
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LEARNING OBJECTIVES

After completing this chapter, students should be able to

Describe the purpose of business plan planning.
Discuss the important components of a business plan.
Review important aspects of communicating and implementing a business plan.
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Highlight examples of business plan planning within pharmacy organizations.
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SCENARIO

CHAPTER QUESTIONS

The scenario begun in Chapter 3 continues here. In
brief, Ted Thompson is a clinical pharmacist at a
medium-sized community hospital. Ted has just fin-
ished participating in the process of developing a strate-
gic plan for the pharmacy department. Included in the
5-year plan is a goal for the department to develop suc-
cessful clinical pharmacy service programs and, where
possible, to generate revenue from those programs.

After his first year at the hospital, Ted has formu-
lated several ideas for new clinical pharmacy services
that the department could offer that might generate
revenue. During his annual performance evaluation,
he discusses these ideas with his boss, the director of
pharmacy (DOP). The DOP is happy that Ted has
come forward with his ideas and encourages him to
investigate these options further. One idea that is of
particular interest is to develop a service or business to
provide “consultant pharmacy services” to area nursing
homes.

As a clinical pharmacist serving the general
medicine area of the hospital, Ted has developed a
high level of interest and expertise in the care of the el-
derly. His duties often involve contacts with area nurs-
ing homes, especially when patients are discharged to
these facilities and when there are issues with continu-
ity of drug therapy. Because of this, and because of his
concern for patients, Ted has developed a good repu-
tation with the physicians and nursing staff not only
in the hospital but also within area nursing homes.
Ted tells the DOP that during his contacts with these
homes, he has heard that most are unhappy with the
quality of the medication reviews currently provided by
an outside consultant pharmacist. They have asked re-
peatedly if he or the hospital would consider providing
these services.

The DOP indicates that he thinks that the consul-
tant pharmacy service idea is a good one. He suggests
that Ted develop a “business plan.” Ted has heard of
the term business plan before but really does not know
what it entails. However, he is willing and prepared to
learn and to do whatever is necessary to accomplish the

proposed idea.

1. What is the primary objective of business planning
in the pharmacy environment?

2. What are the important components of a business
plan of a proposed clinical pharmacy service?

3. Whatare the principal factors to include in an anal-
ysis of the potential financial performance of a pro-
posed new program?

4. For whom is a business plan written?

INTRODUCTION

Chapter 3 discussed general concepts of planning by
pharmacy organizations and reviewed a specific type of
planning—strategic planning. This chapter discusses
another key type of planning that is used by phar-
macy organizations. The distinguishing characteristic
of business planning is that it focuses on a specific pro-
gram or business within the organization. Here the
term business is used synonymously with program. For
example, in a pharmacy organization, the business or
program may be a new clinical service. In a large corpo-
ration, such as a chain pharmacy, the business or pro-
gram may be a drive-through prescription service or a
disease management program in selected stores. Busi-
ness planning also can be used for startup companies,
where the proposed program or business comprises the
totality of the organization.

The purpose of business planning is to provide
data and proposed actions necessary to answer a busi-
ness question, usually in the form, “Should we invest
in the proposed business?” As this question illustrates,
business planning is used most commonly when an or-
ganization wishes to project the future risks and bene-
fits of a proposed new business venture. For example, in
the scenario faced by Ted, the business question relates
to the proposed new program that will provide con-
sultant pharmacy services to nursing homes. However,
business planning also may be used to make decisions

about expanding or terminating an existing program. '

"Here it may be useful to distinguish the terms business Plan,
business planning, and business plan planning. Business plan
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As with strategic planning, the process of business
planning produces a written plan. A key point to clarify
here is that the business plan needs to be written with
the “audience” in mind. If the decision maker is the
chief executive officer (CEO) and/or chief financial
officer (CFO), then the plan should be written so that
it is applicable to and appropriate for that audience.
Business plans that do not consider the audience are
less likely to be acted on favorably. A common mistake
by authors of business plans (including pharmacists) is
to write in a manner that is too technical or detailed,
thus failing to hold the attention of executives, who
might be the decision makers.

This chapter will discuss practical issues in the
development of a pharmacy-related business plan. Be-
cause business planning is an activity that is commonly
employed by organizations of all sizes, there are ample
resources on this topic. Some excellent general guides
to business planning are listed in the reference sec-
tion of this chapter (Bangs, 1998; Cohen, 2001; Coke,
2001; O’Hara, 1995; Pinson and Jinnet, 1999). There
are also several references specific to business planning
in pharmacy organizations (Hagel, 2002; Phillips and
Larson, 2002; Schneller, Powell, and Solomon, 1998;
Schumock, Stubbings, and McBride, 2004; Tipton,
2001). A more detailed, workbook-style resource for
business planning for clinical pharmacy services is also
available and may be especially useful to those who are
in the position of developing an actual business plan
(Schumock and Stubbings, 2007).

THE BUSINESS CONCEPT

The practice of pharmacy is a unique combination of
the provision of patient care and the running of a busi-
ness, and there are many opportunities for pharmacists
to create new and innovative services that both fulfill

planning culminates in the development of a business plan
and is the primary topic of this chapter. Business planning
encompasses not only the development of the business plan
but also the ongoing monitoring and review of the success of
a program.

patient needs and generate profits. Pharmacists should
not lose the “entrepreneurial” spirit that is necessary to
promote and nurture pharmacy business and that has
driven many of the advances in the profession. Busi-
ness planning is a means by which pharmacists can do
this.

The place to start with any new business idea is to
conduct a preliminary evaluation. This is called explor-
ing the business concept. The purpose of this preliminary
exploration is to determine if the idea merits the de-
velopment of a complete business plan. As with other
planning processes, business planning is a not a trivial
undertaking. For this reason, it is advisable to be sure
that the concept is one that is reasonable prior to in-
vesting time and energy into developing the business
plan.

The preliminary evaluation usually begins with a
literature search. Literature searches yield the best re-
sults when conducted using electronic databases such
as that of the National Library of Medicine, which can
be searched using PubMed. Other databases and search
engines are also available in most medical libraries.
Search terms should be consistent with the area of inter-
est. For example, to identify articles that describe con-
sultant pharmacy services in nursing homes, Ted (from
the scenario) might use the following search terms: c/in-
ical pharmacy, consultant pharmacy, pharmacy services,
nursing homes, and long-term care. Literature searches
can be made more specific by limiting the search to
certain date ranges, types of articles (i.e., reviews or
descriptive reports), or specific journals of publication
(i.e., pharmacy journals), if appropriate.

Another way to identify primary literature of in-
terest is to obtain systematic literature reviews that have
been published. These reviews usually provide exten-
sive citations and may categorize articles based on types
of pharmacy services or other classifications that are of
interest. A number of very comprehensive reviews have
been published and are included in the reference list
of this chapter (Hatoum and Akhras, 1993; Hatoum
et al., 1986; Plumridge and Wojnar-Horton, 1998;
Schumock et al., 1996, 2003; Willett et al., 1989).

A further source of information is the Internet.
Using the search terms listed earlier, it is possible to
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identify additional resources pertinent to the subject
of interest. For example, by typing consultant phar-
macy services into a search engine such as Google, Ted
will identify the Web site of the American Society of
Consultant Pharmacists (ASCP), which will lead to
a host of resources available on this topic. However,
as most experienced Web users will recognize, Inter-
net searches can produce an inordinate amount of
“noise” in the form of unrelated sites or references and,
from that standpoint, may be inefficient. Some Web
sites will have links to other related sites that are very
helpful.

One Web site that may be particularly useful for
gaining access to information on many different types
of clinical pharmacy services is maintained by the Cen-
ter for Pharmacoeconomic Research at the University
of Illinois at Chicago College of Pharmacy. The site
is called VClinRx, short for “The Value of Clinical
Pharmacy Services,” and it is a searchable database
of literature on clinical pharmacy services. It can
be accessed at http://www.uic.edu/pharmacy/centers/
pharmacoeconomic._research/.

Primary and secondary literature identified in
these searches can provide a variety of information to
assist in exploring the business concept. First, some
publications will serve primarily to describe the expe-
riences of others in providing the program or service.
Other publications may provide an actual evaluation
of the program or service. For example, an article may
evaluate the impact of the service on the health out-
comes of patients or may provide evidence of the finan-
cial impact of the program. Obviously, this type of in-
formation will be extremely valuable to anyone propos-
ing to implement similar services. In fact, part of the
process of exploring the business concept may include
the generalization of results found in the literature. For
example, it is possible to combine the results of pub-
lished studies and estimate the clinical and economic
outcomes that may be expected if the service were to be
implemented in a different setting (Schumock, 2000;
Schumock and Butler, 2003; Schumock, Michaud, and
Guenette, 1999). Resources are also available for devel-
oping and establishing certain types of pharmacy ser-
vices (American College of Clinical Pharmacy, 1994;
Cooper, Saxton, and Cameron, 2004).

Besides gaining experience from literature, explo-
ration of the business concept should consider the size
and receptivity of potential customers of the service.
A preliminary analysis of the demand that may exist
for the service should be conducted. This should in-
clude a clear description of the need for the service and
the number of potential customers that may exist in
the market. Information about the market can come
from a variety of sources. Demographic data related
to trends in the population in the community usually
are available from county or city Web sites or from the
U.S. Census Bureau. Local, state, and federal public
health agencies will be able to provide information on
disease patterns and statistics. Information can even be
gathered from existing or potential customers by con-
ducting interviews or surveys. Consulting companies
also may be available to assist in assessing the market
for the proposed program.

Once information on the market is obtained, it
then can be used to consider the revenue that may
be generated by the program. It should be noted that
some programs will not generate revenue; rather, they
may reduce costs—which can be equally important.
Further, while most programs are required to provide a
financial benefit, in some cases other, nonquantifiable
benefits may be considered of equal or greater impor-
tance (i.e., clinical benefits).

Given that the proposed program appears to have
a potential market and that it may create a financial
benefit (or some other form of benefit) for the organiza-
tion, the remaining issue is the ability of the program to
address a specific goal(s) in the organization’s strategic
plan. For example, if a hospital’s strategic plan includes
a goal of expanding vertically into related health care
markets, such as long-term care, then the pharmacy’s
proposal to initiate a consultant pharmacy service
would be consistent with and supportive of that goal.

Having conducted the preliminary exploration of
the business concept, it is probably prudent to seek
the advice of others before moving forward with the
complete business planning process. Here, Ted may
consider discussing the idea with key stakeholders in
the organization, including the individual or individ-
uals who will make the ultimate decision to more for-
ward with the concept. For example, Ted should broach
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the idea of the consultant pharmacy service proposed in
the scenario with senior executives in the hospital, such
as the CEO and CFO. Ted may also wish to get input
from key stakeholders in the local nursing homes, such
as the physician medical directors, nursing directors,
and administrators of those facilities. If the reception
to the concept is positive, the development of a com-
plete business plan can begin.

STEPS IN THE
DEVELOPMENT OF A
BUSINESS PLAN

The process of business planning is similar to other
types of planning and, as such, is consistent with the
general steps discussed in Chapter 3. This section de-
scribes the usual steps taken in the business planning
process.

Define the Business or Program

Aswith other types of planning, the initial step of busi-
ness planning is to define the business or service pro-
posed. After exploring the business concept (see above),
Ted likely already will have developed a clear idea of
the business proposal. To formalize a definition of the
business, he should develop a specific statement of the
purpose of the program. This statement is also called a
mission statement and was discussed in Chapter 3. The
mission will crystallize the aims of the program and
help to steer the direction taken in other steps of the
planning process.

Conduct Market Research and Analysis

The next steps in business planning (evaluating the
market, evaluating competitors, and assessing clini-
cal and quality requirements) are part of the situation
analysis described in the general planning process (see
Chapter 3). The term market refers to the customers of
the program. An analysis of the potential customers of
the business is clearly an important exercise, and this
can be done in a number of ways. First, the market can
be described geographically. For example, the organi-
zation may collect data that would give projections of
the number of customers in different local regions. In

the scenario, Ted would want to identify the different
nursing homes in the region surrounding his hospital.
For each nursing home, he will also want to identify the
number of patients, the types of patients, and the dif-
ferent characteristics of each facility. These homes and
the patients within them will comprise the potential
market for the service.

In addition to the information on area nursing
homes, Ted should also be interested in demograph-
ics of the population in the region. Ted will want to
know the number and percentage of elderly people in
the region and the trends with respect to the age of the
population. If he finds that the people in area are grow-
ing older or that older people are moving into the area,
then this would bode well for the proposed business.

It is important to note that the term customers is
not always synonymous with patients when speaking
of health care programs. In particular, the customers
of pharmacy programs may be something or someone
other than patients. In many cases, the customers of
pharmacy programs are physicians or other health care
professionals. In the scenario, the customers are actu-
ally the individual nursing homes because the proposed
service would be paid for by the homes. In analyzing the
market, Ted should identify the segment of the market
to which the program or business is most apt to appeal.
This is commonly known as the target market. The tar-
get market may be based on a special market niche that
the program fulfills and/or a special customer need.

Conduct Competitor Analysis

A key component of analyzing the external environ-
ment is to identify and gauge potential competitors.
The goal of the competitor analysis is to understand the
characteristics of other providers so that the business
can be positioned favorably compared with competi-
tors. Data about competitors sometimes are difficult to
obtain. Surveys of customers, price comparisons, and
publicly available information (i.e., Web sites) should
be investigated.

A comparison should be made of the character-
istics and market share of each competitor with those
of the proposed program. Characteristics such as years
in business, number of customers, percentage of the
market (i.e., market share), and product or service
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niche should be compared. The strengths and weak-
nesses of each competitor should also be reviewed and
compared with those of the proposed business. Cate-
gories of strengths and weakness to consider include
service quality, staff competence and credentials, cus-
tomer service, customer access, price, technology or
innovation, and delivery mechanisms.

In health care, our definition of competitors some-
times has to be broadened beyond that which is most
obvious. For example, in the hospital environment, a
new pharmacy program actually may compete with
other professions within the hospital. Many of the
advanced clinical services that pharmacists provide
replace functions of other health care professionals,
especially physicians. This is true even in the outpa-
tient environment. For example, a pharmacy-run im-
munization clinic may compete with physician offices
that also administer vaccines.

In the case of the proposed consultant pharmacy
service (scenario), Ted should consider as competitors
any other organizations that provide the same service
(consultant pharmacy service). In the nursinghome en-
vironment, local retail pharmacies or large regional or
national long-term care pharmacies that provide med-
ications to nursing homes may also provide consultant
pharmacy services. In some cases, individual pharma-
cists provide these services to one or two homes on an
independent consultant basis.

Assess Clinical and Quality Requirements

The health care market more than most others is highly
regulated. Clearly, anyone proposing a new business in
aregulated environment must be aware of these regula-
tions and have a plan to comply with them. Thus part
of the business planning process is to analyze applicable
regulations and requirements. This analysis should ex-
tend beyond just the mandatory legal rules or require-
ments. It should include voluntary standards, such as
those endorsed by professional organizations and so-
cieties; it also should include standards of accrediting
bodies and any other guidelines or expectations with
respect to the service proposed. Obviously, pharmacy
is not immune to regulations. On the legal side, there
are federal, state, and city/county ordinances, laws,

statutes, and regulations that must be followed when
applicable.

In the proposed consultant pharmacy service (sce-
nario), there are many different sources of regulatory
guidelines. First, regulations of the Centers for Medi-
care and Medicaid Services (CMS) require that long-
term care facilities employ consultant pharmacy ser-
vices in order to be eligible for Medicare reimburse-
ment. Clearly, this and similar state regulations should
be reviewed. Because the practice of pharmacy is reg-
ulated primarily at the state level, the state pharmacy
practice act must be complied with. Some states pro-
vide regulations that specifically deal with consultant
pharmacy services in nursing homes, whereas others
address the nondispensing services of pharmacists more
generally. Last, the ASCP provides guidelines and other
resource materials (i.e., practice standards or guide-
lines) to it members (Cooper, Saxton, Cameron, 2004).

Assessing clinical and quality requirements of the
proposed program also means planning for how to
comply with these standards. Compliance should be
considered both on an initial basis and over the long
term. Clinical and quality requirements may necessi-
tate the hiring of certain (qualified) staff, the devel-
opment of work processes to monitor quality, and the
implementation of technology or procedures to ensure
compliance.

Define Processes and Operations

The business planning process shifts from the initial
situation analysis to more of a projection and goal-
setting approach in the next four steps. Defining the
details associated with the planned operations of the
business is the first of these steps. This step includes
planning of the optimal organizational structure (with
alink to the larger organization), the staffing levels, per-
sonnel requirements, and the reporting relationships of
the program. Personnel job titles, job descriptions, and
the number of full-time equivalents® (FTEs) needed in
each position should be determined.

2A full-time equivalent (FTE) is a value used to measure
the actual or budgeted work hours in an organization. One
FTE is equal to 2080 hours per year (or 40 hours per week,
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Figure 4-1. Diagram of work area of a proposed pharmacy-run anticoagulation monitoring clinic.

Planning should also elicit the physical structure,
equipment, and resources required to operate the pro-
gram. This includes planning for the types of equip-
ment, physical layout, furniture, and information sys-
tems. Last, the work processes should be planned. This
can be done using flowcharts and other tools to design
the customer interface and delivery of the proposed ser-
vice. Diagrams can be used to show workflow within
a space, if appropriate; an example of a workspace for
a pharmacy-run anticoagulation monitoring clinic is

shown in Fig. 4-1. The planned operations should be

52 weeks per year). Part-time employees are counted as less
than a full FTE. For example, an employee who works 20
hours per week is equal to 0.5 FTE.

sufficient to determine the workload capacities of the
program. From this, strategies should be devised to deal
with extremes in demand (either insufficient or excess
workload).

Planning of the processes and operations helps
to clarify the practical, day-to-day activities that will
occur in the program. This type of planning provides
critical information needed in later steps of the busi-
ness planning process (i.e., for development of financial
projections).

In the consultant pharmacy proposal, planning of
processes and operations will include estimation of the
number and types of pharmacists (or other staff) that
will be needed to provide the proposed services. Ted
will also need to determine the job requirements (i.e.,
must have completed a geriatrics certificate program)
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and have a rough idea of the job descriptions for each
position. With respect to the organizational structure,
hewill need to determine to whom the consultant phar-
macist(s) should report and where within the hospi-
tal pharmacy department organizational structure this
business will reside. The work processes of the consul-
tant pharmacists will need to be defined, along with
any work aids that may be required in this process
(i.e., electronic drug information or documentation
systems). Important policies or procedures that gov-
ern the activities and decision making of the program
and staff also should be determined. Methods for com-
munication between the consultant pharmacist(s) and
the nursing home personnel (i.e., physicians, nurses,
and administrators) should be defined. This planning
process should also include identification of a system
for workload monitoring and for billing the nursing
homes for the services provided. Many other details
of the operation also will need to be developed in this
planning process.

Develop a Marketing Strategy

The second of the goal-setting steps is to define a mar-
keting strategy. The marketing strategy should be based
on information gathered in the previous steps of the
business planning process, especially the market and
competitor analyses. The marketing strategy should
identify the target market for the program and develop
a plan for gaining the business of that market. This
plan should include the means of communicating to
customers and the message that should be communi-
cated to them. The strategy for a new business should
be separated into the initial marketing plan and the
ongoing marketing plan. The initial marketing plan
defines the promotional activities and market goals for
the period directly before and immediately after im-
plementation of the new program. The ongoing mar-
keting plan defines the promotional and market goals
over the longer term. Resources are available to assist in
the development of pharmacy-related marketing plans
(Doucette and McDonough, 2002; Holdford, 2003).

The marketing strategy for the consultant phar-
macy service (scenario) largely will depend on the cur-
rent status of such services in area nursing homes. It is

likely that the market comprises all the nursing homes
in a limited geographic region surrounding the hospi-
tal. However, it may be Ted’s wish to target the service
only to the largest homes (i.e., those over 500 beds)
or to those with the highest acuity (or some other tar-
get characteristic). Usually, nursing home administra-
tors make the decision to contract with a consultant
pharmacy service (with input from medical and nurs-
ing staff); therefore, the communication plan should
focus on those individuals. The best method of com-
municating information about the program likely will
be face-to-face visits by Ted with those administrators
responsible for homes in the target market. The mar-
keting plan may call for obtaining contracts with only
a couple homes in the first 6 months of the program
but then to increase gradually by one home every 6
months. The ongoing marketing strategy would be in
accordance with this.

Develop Financial Projections

Perhaps the most critical step in the business planning
process is the development of financial projections for
the program. Most programs that do not have a posi-
tive benefit-to-cost ratio usually will not be approved.
That is, the program must be profitable. While it is
preferable that programs generate revenue, it is possi-
ble that pharmacy services are justifiable based on re-
ducing expenditures. For example, a clinical pharmacy
antibiotic dosing service in a hospital may reduce ex-
penditures on antibiotics and reduce patient length of
stay but generate no revenue. If the financial benefit of
the dosing service (i.c., reduced expenditures) exceeds
the costs associated with providing the program (i.c.,
pharmacist salary), then the program can be considered
financially viable. Obviously, there may be additional
benefits from the dosing service, such as improved pa-
tient outcomes, that also would favor its approval.
The business planning process must include an
analysis of both the costs that will be incurred to
provide the service and the financial benefits that may
occur as a result of the program. More detailed de-
scriptions of the methods to project these figures are
available elsewhere (Schumock, 2000). The calcula-
tions involved in this planning process may be aided
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by the use of financial spreadsheets. A set of financial
spreadsheets designed for creating financial projections
is available to those in the position of having to develop
a business plan (Schumock and Stubbings, 2007). The
revenue and expense statement, which lists revenue by
category, expenditures by category, and net profit each
year for a 3- to 5-year period, is the most useful of
these. An example of a revenue and expense projection
for consultant pharmacy services (scenario) is shown
in Table 4-1.

In developing the financial projections, revenue
(if it exists) should be based on the anticipated vol-
ume of business, changes to that volume expected over
time, and the income per unit of service. Informa-
tion on billing for pharmacy services may be helpful
in estimating potential revenue of the proposed service
(American College of Clinical Pharmacy, 1999; Lar-
son, Uden and Hadsall 2000; Vogenberg, 2006). Dis-
counts to income (contractual agreements) should be
factored into these calculations, as should future in-
creases in the amount charged for the service. Expen-
ditures must also be projected. If the program requires
significant capital investment, those expenditures
should be depreciated over the life of the item and ac-
counted for appropriately. Other investments required
to initiate the program also should be shown in the
financial estimates. Ongoing costs, such as salaries and
benefits, minor equipment, supplies, rent, and other
overhead, should be categorized and accounted for.
Costs that are considered variable should be increased
proportionate to the changes in volume expected. All
costs should be increased annually based on inflation,
the consumer price index (CPI), or other evidence of
expected increases in the costs of goods or services.

Identify an Action Plan

The next step in the business planning process is to de-
fine major milestones and an action plan of implemen-
tation and operation of the program. This action plan
should detail the start and finish dates and list responsi-
ble individual(s) for each task necessary to accomplish
the objectives of the business plan. The action plan
should include periodic monitoring and assessment of
the performance (i.e., clinical, financial, or other) of

the program. A Gantt chart is one method to depict
the action plan visually. An example of a Gantt chart
for a long-term consultant pharmacy services is shown

in Fig. 4-2.

Assess Ciritical Risks and Opportunities

Another key step in the business planning process is
to determine the critical risks and opportunities of the
proposed program. This is essentially the same as the
SWOT analysis presented in Chapter 3, except that
the business being evaluated is proposed rather than
already existing. While it may seem more reasonable
to conduct the SWOT analysis earlier in the business
planning process, as was done in strategic planning,
because the program is in the proposal stage, some of
the key considerations for this analysis must come from
the previous steps, such as the financial analysis, and
thus it is done later in the process.

An example of a SWOT analysis for a proposed
long-term care consultant pharmacy services program
is shown in Tables 4-2 and 4-3. Strengths and weak-
ness are internal characteristics, whereas opportunities
and threats are characteristics of the external business
environment. A number of factors can be considered
when conducting this analysis. The factors considered
will vary based on the nature of the business and the
business environment.

Establish an Exit Plan

The last step of the planning process is to develop an
exit plan. The exit plan is a formal protocol for deter-
mining when and why a decision would be made to ter-
minate the program. The exit plan also defines the steps
that would be taken if such a decision were to be made.

A decision to exit a program usually is based on
failure of the business to meet predetermined goals (fi-
nancial or otherwise). Typically, any new business is
given a certain amount of time to meet its goals (18 to
24 months). Many organizations fail to have a mech-
anism in place to make a termination decision and in-
stead let the business flounder and perhaps continue to
lose money. It is much more preferable to have a defini-
tive benchmark to which the program can be compared
and a decision made promptly and decisively.
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Table 4-1. Example Revenue and Expense Projections for Consultant Pharmacy Services Program, Most Likely Scenario, Years 1-5

Operating revenue
Patient revenue

Deductions from revenue

Net patient revenue
Operating expenses
Salaries
Employee benefits
Medical director
Medical supplies
Office supplies
Education and travel
Maintenance/repair
Consulting
Contracted services
Marketing

Dues and subscriptions

Rent

Postage

Equipment expense
Utilities/telephone
Insurance

Other expenses

Bad debt expense
Building depreciation

Equipment depreciation
Total operating expenses

Net income (loss)
Net assets at beginning
Net assets at end

Year 1

504,000
0
504,000

312,000
81,100
0

6,000

462,685

41,315
350,000
91,316

Year 2

1,008,000
0
1,008,000

426,400
110,900
0

6,890

582,014
425,986
91,31
817,301

Year 3

1,176,000
0
1,176,000

561,600
146,000
0

7,420

755,489
420,511
817,301
1,237,812

Year 4

1,260,000
0
1,260,000

595,296
154,800
0

7,950

808,419
451,581
1,237,812
1,689,393

Year 5

1,764,000
0
1,764,000

1,017,120
264,500
0

8,500

1,345,111
418,889
1,689,393

Total

5,712,000
0
5,712,000

2,912,416
757,300
0

36,760

3,953,718
1,758,282
4,485,821
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Step Description Duration

1 2 3 4 56

Months 1-18
9 10 11 12 13 14 15 16 17 18

2 month
1 month
2 month

1 Plan service

2 Hire and train staff

3 Implement
information system
for documentation
and billing

4 Contract with first
LTCF

5 Provide service to
first LTCF

6 Measure clinical and
economic outcomes
in first LTCF

7 Measure customer
satisfaction in first
LTCF

8 Market services to
target facilities

9 Contract with second
LTCF

10 Provide service to
second LTCF

11 Hire and train
additional staff

12 Contract with third
and fourth LTCFs

13 Provide service to
third and fourth
LTCFs

14 Compare
performance of
program to objectives

15 Make decision to
continue or
discontinue program
based on
performance to-date

16 If decision in step 15
to continue, then
contract with fifth
LTCF

17 If decision in step 15
is to discontinue,
then inform LTCFs,
notify staff,
discontinue

1 month

Indefinite

1 month

1 month

Indefinite

1 month

Indefinite

1 month

Indefinite

1 month

1 month

1 month

2 months

Figure 4-2. Example of a Gantt chart for a log-term consultant pharmacy services program.

If a decision is made to terminate a program,
then there should be clear actions for how the busi-
ness will be dissolved. First, there should be a plan for
when and how customers will be notified. Further, in
some cases it may be important to provide customers
with information about others who can provide the
service and then schedule a seamless transition. Sec-
ond, there should be a plan for how employees will be
notified. The plan may include efforts to place employ-
ees in other areas of the organization or what, if any,
compensation package may be available. Third, there
should be a plan for how the facilities, equipment, and

other capital (capital will be discussed in Chapter 18)
will be sold or transferred. An exit plan for a program
could involve transferring the control of the program
from one organization or one administrative unit to
another.

COMMUNICATION OF THE
BUSINESS PLAN

Typically, there are two key components to commu-
nicating the work accomplished in planning. The first
is to create a written document—the actual business
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Table 4-2. Internal Strengths and Weaknesses of Consultant Pharmacy Services Program
Factor Strength Weakness
Profitability As a new program associated with a hospital,

overhead expenses are minimal and thus

profitability is high. The program is also

able to share staff with the hospital, thus

reducing salary expenses.
Quality As a new program, the organization has

limited experience specific to the long-term
care environment. This may jeopardize

quality initially.
Customer service

Because the program is small (at least

initially), it will be able to provide more

attention to customers and thus

better-quality service.

Staff Because the pharmacist(s) included in the
program have hospital experience, their
level of clinical knowledge is beyond that
of most competitors.

Operations Because the program is associated with a

hospital, it can rely on the hospital
pharmacy department for backup during

off hours.

plan. The second is to present the business plan orally,
usually as part of a formal decision-making process.

Writing the Business Plan

As stated previously, writing the business plan is an
extremely important part of business planning. The
business plan should be informative and balanced in its
presentation of the proposal. The document should be
written with a specific audience in mind (the financial
decision maker). It should be both easy to read and easy
to understand and therefore must possess proper orga-
nization, grammar, punctuation, and sentence struc-
ture.

The contents of a business plan typically follow
a sequence of items that are unique to this type of
planning. An example of the table of contents of a
simple business plan is shown in Table 4-4. It should
be noted that the contents of the business plan will vary

Because the program is small and
new in this business, efficiency
may be limited.

based on the industry, the business proposed, and the
needs of the organization. More detailed plans may be
required in certain industries.*

The business plan should begin with an executive
summary. This summary should be short (one or two
pages) but should hit the main points of the proposal.
The executive summary needs to capture the attention
of the reader. In a poorly written business plan, the
reader may form a negative opinion of the program

* As another example, the proposed contents of a business
plan for a for-profit venture include executive summary,
introduction/synopsis, venture idea, overall industry, mar-
ket research/competition, production/sourcing plan, service/
delivery plan, marketing/sales plan, management plan, hu-
man resources plan, ownership/organization plan, financial
plan, financing plan, growth/exit plan, implementation plan,

contingency plan, and assessment/evaluation plan.
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Table 4-3. External Opportunities and Threats of Consultant Pharmacy Services Program

Factor Opportunities
Competition

Because the competitors also provides

Threats
Competitors are well established,

Technology

Regulation

Reimbursement

Costs

Market/customers

pharmaceutical products, they
could be considered biased in the
clinical recommendations they
make. Alternatively, the proposed
program does not provide
pharmaceutical products and is
therefore more objective.

Competitors have advanced

information systems and
experience with these systems.

Consultant pharmacy services are

mandated by state law. Thus
nursing homes must contract with a
provider of these services.

With worsening of the economy, both

the federal and state governments
may cut back on Medicare and
Medicaid reimbursement to nursing
homes. Thus these facilities may go
out of business or have insufficient
funds to reimburse us for the
services of the program.

Pharmacist salaries are rising rapidly

due to a labor market shortage.
These salaries will drive up costs,
making it more difficult for the
program to generate profit.

The population continues to age, and

as such, there may be more nursing
homes in the fulture.

large, and financially sound.
Competitors also provide
pharmaceutical products, which
may be desirable. New competitors
may enter the local market in the
future.

and read no further than the executive summary. This
illustrates the importance of a writing style that is en-
gaging and error-free. Because of its position in the
document, the executive summary is clearly the most
critical section of the plan. In addition to the execu-
tive summary, the plan should also begin with a zable
of contents. This will both help the writer organize the
plan and assist the reader in navigating the document.

The second section of the business plan is the back-
ground and description. Here, in a logical sequence, the
plan should define the rationale for the program or
service (i.e., the patient care need) and provide an ex-
planation of why the organization is prepared to fill
this need. The service opportunity provides the reader
with a picture of the purpose of the proposed program
and should lead directly to a description of the formal
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Table 4-4. Typical Table of Contents of the
Business Plan

. Executive summary

. Background and description

. Market analysis and strategy

. Operational structure and processes

. Financial projections

. Milestones, schedule, and action plan

. Critical risks and opportunities

. Exit strategy

. Conclusion

. Supportive documents (include financial
pro forma statements, letters of support)

O OO NO O WN =

—

mission of the business. Last, this section should pro-
vide other details that will help to illustrate the service,
including data that may have been obtained from lit-
erature or other sources.

The next section of the business plan is the mar-
ket analysis and strategy. In some cases, the market
analysis is presented as a separate section from the
marketing strategy. In either case, the market anal-
ysis is part of the situation analysis conducted dur-
ing planning, whereas the marketing strategy is part
of the goal-setting and strategy-development elements
of planning. In the business plan document these are
sometimes presented together because they address the
same general topic.

The fourth major section of the business plan
is the operational structure and processes. In brief, this
section describes how the program will be run. This
section of the document should provide details on how
the service will be provided and by whom—in other
words, the work processes that will occur. It should
include information on how customers will interface
with the program. The organizational structure, num-
ber and types of employees, and equipment and other
resources used in operation of the program should be
described. This section should also include definitions
of the regulatory, clinical, and quality requirements that
may be applicable to the business and a description of
how these requirements will be met.

The fifth major section of the plan is the financial
projectionsor financial pro forma. This section identifies
the estimated expenditures and revenue over the first
3 to 5 years of the program. Investments required to
begin and operate the program should be described
as either startup costs or ongoing costs (or operating
costs) and should be organized by cost categories (e.g.,
salaries, equipment, capital, etc.). The financial data
are best presented in a revenue and expense statement
(sometimes referred to as the profit and loss statement),
as shown in Table 4-1.

The sixth section of the business plan defines the
milestones, schedule, and action plan for the program.
A timeline should be defined that includes the major
accomplishments and goals of the program for imple-
mentation and through the first 3 to 5 years and may
include long-range growth and expansions objectives.
The action plan may also include responsibility assign-
ments and is often presented as a Gantt chart.

The next section of the business plan defines the
critical risks and opportunities of the business. Here, the
plan should outline the major strengths and weakness
of the proposed business and describe the opportunities
and risk associated with the program if implemented
(as formulated in the SWOT analysis). This informa-
tion, both positive and negative, must be presented in
an unbiased manner so that an informed decision can
be made about moving forward with the program.

The business plan should include a brief discus-
sion of what will happen if the business should fail.
This exit strategy or contingency strategy should define
specifically when and how a decision would be made
to exit the business. The section then should outline a
plan for exiting the business. This plan might include
issues such as what to do with existing patients or cus-
tomers (i.e., refer to other providers), what will hap-
pen with existing staff (i.e., reassign to other divisions
of the organization or terminate), and how equipment
and resources may be disposed of.

The last section of the business plan is the conclu-
sion. The conclusion should be short. It should quickly
summarize the document. Most important, the con-
clusion should provide a recommendation with re-
spect to the proposed business decision. Following the
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conclusion are any attachments or additional materials.
Supportive documentation, tables, figures, financial
statements, and/or letters of support should be attached
to the business plan to collaborate the written text or
to present the material in a more detailed fashion.

Presenting the Plan

The oral presentation of the business plan may be as
important as the written document. In most organiza-
tions, those seeking to implement new programs must
present the business plan before a group, usually con-
sisting of senior leaders in the company.

A good oral presentation can go a long way to-
ward garnering positive support for the business plan.
The personal nature of the oral presentation may add
dynamics to the decision-making process that do not
exist with the written document. These issues, which
include politics, group dynamics, and personal inter-
actions, can be either positive or negative. In either
case, these dynamics should be anticipated and either
reinforced or preempted depending on the situation.

CONCLUSION

After reading this chapter, our friend Ted Thompson
should be prepared to address the charge given him in
the scenario. Ted, being an intelligent person, will rec-
ognize quickly that developing a business plan for the
proposed consultant pharmacy services program will be
asignificant undertaking. Ted would be well advised to
seek assistance from others as he begins this planning
process. For example, Ted may want to establish a team
that would include representatives from the hospital
finance department, other pharmacists who might be
involved in the program, and perhaps even a physician
or nurse with experience in long-term care. The assem-
bled team then could begin the business plan planning
process as outlined in this chapter. When this process
is complete, Ted and his boss (the DOP) will need to
follow the appropriate administrative channels within
the organization to gain approval from key hospital
decision makers.

Obviously, business planning is an important tool
for gaining further acceptance and penetration of con-

temporary pharmacy services. New pharmacy gradu-
ates must understand and be able to write business
plans that will justify new or continued investments
in these services. It is very likely that most new grad-
uates will be expected to develop or help to develop a
business plan for a pharmacy program at some point
in their careers. Clearly, the ability to do so will benefit
the pharmacist, the employer, and patients. If accepted,
the new program may be an opportunity to provide
new or unique services—thus heightening job satisfac-
tion. Likewise, the new program may generate revenue
or save costs elsewhere in the system—thus benefiting
the employer. Patients, physicians, nurses, and others
who are the recipients of the program will also benefit.

QUESTIONS FOR FURTHER
DISCUSSION

1. Conduct a literature search to identify articles that
may be pertinent to the business proposal described
in the scenario. How many articles did you find, and
how useful are they to understanding the business
concept?

2. Conduct a hypothetical market and competitor
analysis, and develop a marketing strategy for the
consultant pharmacy services program. What are
the market segments that may be important to this
business? What are the strengths and weaknesses
of the proposed service compared with those of its
potential competitors?

3. What are important costs that would be incurred if
the consultant pharmacy services program were im-
plemented? Classify these costs as fixed or variable.

4. Explain why you think an understanding of busi-
ness planning is important for pharmacists. What
changes are occurring in the health care environ-
ment that make business planning even more im-
portant?

REFERENCES

American College of Clinical Pharmacy. 1994. Establishing
and evaluating clinical pharmacy services in primary

care. Pharmacotherapy 14:743-58.



62 MANAGING OPERATIONS

American College of Clinical Pharmacy. 1999. How to Bill for
Clinical Pharmacy Services. Kansas City, MO: American
College of Clinical Pharmacy.

Bangs DH. 1998. The Market Planning Guide: Creating a
Plan to Successfully Market Your Business Product or Ser-
vice, 5th ed. Chicago: Upstart Publications.

Cohen DJ. 2001. The Project Manager’s MBA: How to Trans-
late Project Decisions into Business Success, 1st ed. San
Francisco: Jossey-Bass.

Coke A. 2001. Seven Steps to a Successful Business Plan. New
York: American Management Association.

Cooper JK, Saxton C, Cameron KA, eds. 2004. Developing
a Senior Care Pharmacy Practice: Your Guide and Tools
Jfor Success. Alexandria, VA: American Society of Con-
sultant Pharmacists.

Doucette WR, McDonough RP. 2002. Beyond the 4Ps: Us-
ing relationship marketing to build value and demand
for pharmacy services. J Am Pharm Assoc 42:183.

Hagel HP. 2002. Planning for patient care. In Hagel HP,
Rovers JP (eds), Managing the Patient-Centered Phar-
macy. Washington, DC: American Pharmaceutical As-
sociation.

Hatoum HT, Catizone C, Hutchinson RA, Purohit A. 1986.
An eleven-year review of the pharmacy literature: Doc-
umentation of the value and acceptance of clinical phar-
macy. Drug Intel] Clin Pharm 20:33.

Hatoum HT, Akhras K. 1993. A 32-year literature review
on the value and acceptance of ambulatory care pro-
vided by clinical pharmacists. Ann Pharmacother 27:
1108.

Holdford DA. 2003. Marketing for Pharmacists. Washing-
ton, DC: American Pharmaceutical Association.

Larson TA, Uden DL, Hadsall RS. 2000. Practice models
used by pharmacists in rural Minnesota to obtain Medi-
care reimbursement. J/ Am Pharm Assoc 40:554.

O’Hara PD. 1995. The Total Business Plan: How to Write,
Rewrite, and Revise, 2d ed. New York: Wiley.

Phillips CR, Larson LN. 2002. Creating a business plan for
patient care. In Hagel HP, Rovers JP (eds), Managing the
Patient-Centered Pharmacy. Washington, DC: American
Pharmaceutical Association.

Pinson L, Jinnet J. 1999. Anatomy of a Business Plan, 4th ed.
Chicago: Dearborn.

Plumridge RJ, Wojnar-Horton RE. 1998. A review of the
pharmacoeconomics of pharmaceutical care. Pharma-
ceconomics 19:1349.

Schneller IW, Powell MF, Solomon DK. 1998. Using the
business plan to propose revenue-generating pharmacy
services. Hosp Pharm 23:8006.

Schumock G. 2000. Methods to assess the economic out-
comes of clinical pharmacy services. Pharmacotherapy
20:243S.

Schumock G, Stubbing J. 2007. How to Develop a Business
Plan for Pharmacy Services. Lenexa KS: American Col-
lege of Clinical Pharmacy.

Schumock G, Butler M. 2003. Evaluating and justifying clin-
ical pharmacy services. In Grauer D, Lee ], Odom T,
et al. (eds), Pharmacoeconomics and Outcomes: Applica-
tions for Patient Care, 2d ed. Kansas City, MO: American
College of Clinical Pharmacy.

Schumock G, Michaud J, Guenette A. 1999. Re-engineering:
An opportunity to advance clinical practice in a com-
munity hospital. Am J Health-Syst Pharm 56:1945.

Schumock G, Stubbings J, McBride SJ. 2004. Business plan-
ning and marketing. In Developing a Senior Care Phar-
macy Practice: Your Guide and Tools for Success. Alexan-
dria, VA: American Society of Consultant Pharmacists.

Schumock G, Meek P, Ploetz P, Vermeulen LC. 1996. Eco-
nomic evaluations of clinical pharmacy services: 1998—
1995. Pharmacotherapy 16:1188.

Schumock G, Butler M, Meek P, et al. 2003. Evidence of the
economic benefit of clinical pharmacy services: 1996—
2000. Pharmacotherapy 23:113.

Tipton DJ. 2001. A tool for corporate decision making about
cognitive pharmaceutical services. J Am Pharm Assoc
41:91.

Vogenberg FR. 2006. Understanding Pharmacy Reimburse-
ment. Bethesda, MD: American Society of Health Sys-
tem Pharmacists.

Willett MS, Bertch KE, Rich DS, Ereshefsky L. 1989.
Prospectus on the economic value of clinical pharmacy
services. Pharmacotherapy 9:45.



5

GENERAL OPERATIONS
MANAGEMENT

Noel E. Wilkin

Pharmacy Administration, and Research Associate Professor in the Research Institute
of Pharmaceutical Sciences at The University of Mississippi. He received a B.S. in
pharmacy in 1989 and a Ph.D. in 1996, both from the University of Maryland, Baltimore. Dr.
Wilkin has generated substantial grant and contract support, has published in numerous peer-
reviewed and professional journals, and teaches at both the graduate and undergraduate levels.

g bout the Author: Dr. Wilkin is Interim Associate Provost, Associate Professor of

His areas of research include practical reasoning and its role in decision making, pharmacy
entrepreneurship and management, issues facing professional education, and mechanisms to
enhance optimal drug therapy.

LEARNING OBJECTIVES

After completing this chapter, students should be able to

1. Describe the concepts of operations and operations management.
Identify typical inputs and outputs involved in pharmacy operations.
3. Describe the operations used by a pharmacy to transform inputs into out-

N

puts.
4. Identify decisions that need to be made in typical pharmacy operations.
5. Describe the relationship between efficient operations and profitability.

SCENARIO

Marie Lassiter just left her doctor and does not feel well. She stops at Cataldo’s Pharmacy to
have the prescription that the doctor wrote for her filled. Joe Cataldo is a pharmacist who
owns Cataldo’s Pharmacy. The pharmacy fills prescriptions for patients, helps diabetic patients
manage their disease, offers a full line of durable medical equipment, and fills prescriptions

63
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for a local nursing home. Joe or one of his two
staff pharmacists order their goods from a wholesaler.
The wholesaler delivers these goods—over-the-counter
(OTC) products, prescription drugs, and the other
products sold in the pharmacy—on a daily basis. When
the medications are delivered, the prescription medi-
cations are placed on the shelf by one of the pharmacy
technicians. One of the three store clerks places the
OTCitems on the displays in the front of the pharmacy.
When Marie enters the pharmacy to have a prescrip-
tion filled, she approaches the counter and is greeted
by a clerk. The clerk gathers information from her and
gives the information and written prescription to the
technician. The technician enters the information into
the computer, which connects to another computer to
verify Marie’s insurance coverage and the amount of
money that she should pay. The pharmacy’s computer
then prints a label that will be placed on the prescrip-
tion vial, which is placed in a staging area to be filled.
In this instance, Marie’s prescription is a compounded
prescription, a prescription that must be prepared by
mixing several ingredients together. One of the phar-
macists prepares the prescription and places it into a
special vial. The pharmacist then checks it for accuracy
and assurance that what was prepared matches what
was ordered on the written prescription. The phar-
macist then gives Marie the prescription and provides
information about how to use the medication properly
while the clerk rings her up and processes her credit
card.

CHAPTER QUESTIONS

1. What is the importance of operations management
in pharmacy practices today?

2. What resources are used in the process of creating
goods and services?

3. What categories are helpful in devising strategies to
manage the resources used in operations?

4. How do the differences between goods and services
influence the decisions made in operations manage-
ment?

5. How does scheduling affect the profitability of a
pharmacy?

INTRODUCTION

Businesses exist to offer goods and services to con-
sumers.” Busineses must use resources (inputs) to create
the goods and services (outputs) that are offered. This
creation process is referred to as transformation (Heizer
and Render, 1999; Johnson, 1998). The resources are
transformed into things that are needed, wanted, and
demanded by consumers. Consumers then pay for
these outputs because the desire to satisfy their want
or need is equal to or greater than the amount of value
they place on the money used to buy it. This process of
creating goods and services is referred to as operations.
It encompasses the activities or operations performed
by the organization to transform resources into valued,
profit-generating goods and services. To manage these
activities is to perform operations management.

THE LINK BETWEEN
OPERATIONS AND
PROFITABILITY

Given that businesses perform many operations to pro-
duce goods and services, the efficiency of those oper-
ations will affect the profitability associated with the
goods and services offered by the business. It costs
money to develop/create goods, and it costs money to
provide services. In the scenario, the pharmacy is com-
pounding a product from multiple active ingredients.
It is evident that there are a multitude of inputs, all of
which have associated costs. The pharmacy must pay
for the

e Ingredients, both active and inactive
e Container that will hold the final compound

*These goods and services, also called offerings, can be divided
into five categories, including pure tangible good, tangible
good with accompanying services, hybrid, major service with
accompanying goods and services, and pure service (Kotler
and Keller, 2006). There is some debate about the usefulness
of distinguishing goods from services, particularly for the
purposes of marketing the offerings of a business (Vargo and
Lusch, 2004). For the purposes of this chapter, the terms
goods and services are used in their classic sense.
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e Computer that creates the label and bills the insur-
ance company

e Software run by the computer

o Fee charged to verify and bill the prescription over
the phone line

e Bag that the prescription is placed in so that the
patient can carry it home

* Cost of electricity that lights, heats, and cools the
work area

¢ Rent on the facility in which the prescriptions are
prepared

e Salary and benefits for the pharmacist who com-
pounds the prescription

o Salary and benefits for the technician who enters the
prescription order into the computer

e Salary and benefits for the clerk who rings up the
prescription

This is not a complete list, but it demonstrates
that there are a number of costs associated with cre-
ating a product that is then sold to a patient. The
pharmacy covers these costs by collecting money for
the goods and services it produces. Simply put, after
deducting all the costs or expenses associated with op-
erating and creating the goods and services that are
sold, the money left over is profiz. If the owners, man-
agers, and employees are not prudent in the purchasing
and managing the inputs used to create the goods and
services sold by the pharmacy, the pharmacy will not
be as profitable. However, being profitable is not just
about finding the inputs with the lowest cost, and it is
not a matter of simply raising the prices to cover the
costs.

Maximizing the efficiency of creating goods and
services sold by a pharmacy requires careful planning,
analysis, and management. If the pharmacist uses infe-
rior ingredients or vials, the patient may never return
to the pharmacy for another prescription. If the phar-
macist is paid too little, she may not take pride in her
work, she may not be as efficient as she could be, or she
may end up taking more sick days—all these cause the
pharmacy to pay the salary of the pharmacist without
benefiting from her productivity. If an inferior com-
puter system is purchased at a lower cost and it crashes
regularly, preventing the pharmacist from being able

to fill prescriptions, this decreases the profitability of
the pharmacy. This connection to profitability makes
operations management a critical, multifaceted area of
interest to any business.

TYPICAL PHARMACY
OUTPUTS (GOODS AND
SERVICES)

The scenario refers to the creation of a product for
Marie Lassiter. The concept of managing operations
for a business that creates goods is relatively easy to
comprehend. The inputs are tangible; one can see them
and touch them, and often their quality can be evalu-
ated. This is not to say that management of operations
to create goods is simple, as will soon become apparent.
Instead, the concept of managing the operations used
to assemble a product is more comprehensible. As
the scenario illustrates, even in the creation of goods,
there are many intangible, nonproduct inputs. In this
example, the speed and proficiency with which the
pharmacist, clerk, and technician can perform their
duties will influence how many prescriptions can be
compounded by the pharmacy in a day. Their inter-
actions with the patients who are having prescriptions
filled will influence whether the patients return to
have prescriptions filled in the future. Their ability to
interact with patients will be influenced by how much
assistance they have in filling the prescriptions. The
scenario refers to the creation of a product, one that did
not exist prior to the transformation performed by the
pharmacist with the assistance of the technician and the
clerk.

A common example of a service in a commu-
nity pharmacy is the filling of a prescription that is
not compounded. In this case, a pharmacist, with the
assistance of technicians and clerks, is adding value
to the product that was made by a pharmaceuti-
cal company. The pharmacist is packaging the ex-
act amount needed by the patient, adding informa-
tion that will help the patient to take it appropriately,
and billing the patient’s insurance company for the
cost of the prescription. Pharmacists may add addi-
tional value to this product, and these value-added
services illustrate the similarities to product creation.
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Resources also must be expended to provide services,
and pharmacists still should be concerned about their
quality.

The transformation of resources to create services
is not always as easily understood. This is so in part
because the transformation of resources may not be
tangible. For example, think about the transformation
that takes place to provide information to a patient.
The pharmacist must recall the information or look
it up in a reference, understand its relevance to the
situation and the patient, and communicate this in-
formation to the patient in a way that the patient will
understand.

Managing the operations of a pharmacy to cre-
ate the highest-quality goods and services for the low-
est cost requires some knowledge of typical pharmacy
inputs and outputs. While the outputs created by a
business are the final step in operations, it is useful
to learn about the typical pharmacy outputs at this
point to fully appreciate the resources used to create
those outputs. In other words, with knowledge of these
outputs, the operations that take place within a phar-
macy will be more easily understood, and the strategies
used to manage those operations will have more mean-
ing.

Community and institutional pharmacy practices
generally offer a variety of medication-related goods
and services. A representative list can be found in Table
5-1. The list of goods and services given in this table
is by no means comprehensive. Some pharmacies have
ice cream parlors, some have nail salons, and some sell
gifts and collectibles. So how does one choose what
goods and services a business should offer?

The outputs of the business justify the existence of
the business. While this leads some consumers to iden-
tify the business by its goods and services, this is not
to say that it defines the business. The company BASE
for example, is a chemical company that identified it-
self as a company that adds value. The company ran an
advertising campaign in the late 1990s that made the
claim, “We don’t make many of the things you buy.
We make many of the things you buy better.” This
advertising campaign did not make consumers believe
that the company made chemicals, but rather it com-

Table 5-1. Typical Pharmacy Outputs

Community pharmacy practice

Filling of prescription medications based on
physicians’ orders

Compounding of prescription medications

Over-the-counter medications

Nutritional supplements

Offering and fitting durable medical equipment

Information about prescriptions medications

Information about OTC medications

Information about nutritional supplementation

Health and beauty aids

Greeting cards

Disease-state management

Prospective drug utilization review

Counseling on prescription drug use

Adjudication of claims with third-party payers

Provision of medications to nursing home
residents

Special convenience packaging (e.g., bubble
packs)

Screening for drug interactions

Institutional pharmacy practice

Filling of prescription medications based on
physicians’ orders

Compounding of prescription medications

Preparation of intravenous medications and
solutions

Delivery of medications to floors

Oversight and inventory of controlled
substances

Collection of orders from hospital floors

Drug event monitoring

Formulary management

Therapeutic interchange

Prescription medication counseling

Medication use evaluation

Filling of prescription medication carts

Drug information to physicians and other
health care providers

Total parenteral and enteral nutrition

Stocking of emergency crash carts

Pharmacokinetic dosing

Clinical drug trials
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municated to consumers that BASF was a company
that added value to the everyday goods that consumers
used. Despite the fact that companies can influence
the perceptions of their businesses and their goods and
services through marketing, many consumers catego-
rize businesses by what they provide. Pharmacies fill
prescriptions, fast-food restaurants serve inexpensive
food quickly, pharmaceutical companies make drugs,
and car dealers sell cars. This consumer-driven cate-
gorization of businesses can lure one to believe that
goods and services offered by a business are predeter-
mined based on the category of business. Instead, the
goods and services are driven by decisions made by
the people who own or operate the business. Certainly,
the owners or decision makers of businesses consider
consumer opinions about their businesses, and yet the
outputs that a business will offer are under the control
of the owners or decision makers. The mission of the
business is the basis for these decisions. The mission
defines the business’s reason for existence. It delineates
what the business does and communicates the unique
advantages it has in creating the goods and services that
it offers.

Opportunities to decide which products and ser-
vices to offer are available to both community and in-
stitutional pharmacies. The environments are slightly
different, and the decisions are important in both set-
tings. For example, hospital pharmacies frequently are
within larger infrastructures of the hospitals they serve.
Many, however, still function to add value to various in-
puts. They serve patients and internal customers—the
physicians, nurses, and other health care professionals
who practice in the institution.

As a result, owners or operators of businesses can
add, enhance, eliminate, or change the goods and ser-
vices offered. To make these decisions, a process of
strategic planning should be used. This process of plan-
ning can assist in identifying the internal and external
factors—the strengths, weaknesses, opportunities, and
threats—faced by a business. Once these factors are
understood adequately, a pharmacy can more easily
choose goods and services that have the best chance of
being profitable for the business in a given geographic

area (see Chapters 3 and 4).

TYPICAL PHARMACY INPUTS
(RESOURCES)

Operations are the activities performed to transform
resources (inputs) into valued, profitable goods and ser-
vices. In the scenario, what are the resources that went
into the filling of Marie’s prescription? The obvious
resources are the several active ingredients produced
by pharmaceutical manufacturers that were mixed to-
gether to formulate the prescription. However, these
constitute only one of the many resources that were
used to fill the prescription.

Others are listed in Table 5-2, and this is not a
comprehensive list. As you can see, many resources are
used to fill a prescription, and not all of them are as

Table 5-2. Resources Used to Fill Marie Lassiter’s
Prescription

e Prescription medications

¢ Pharmacist who ordered the prescription
medications

o Delivery service provided by the wholesaler

e Technician who placed them on the shelf in
the pharmacy in a place where the pharmacist
would find them

e Shelf that they sat on until the pharmacist
used them

e Vial in which the pharmacist placed the
finished proeduct

o Computers used to process the prescription

o Adjudication service offered by the insurance
company

o |abel printed by the computer

o Software used by the computer

e Phone line used to connect the computers for
the purpose of adjudication

o Clerk who rung the prescription up

o Register used by the clerk to ring it up

o Counter that the register sits on

e Facility that houses the pharmacy

o Electricity and other utilities that are available
in the pharmacy
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obvious as others. However, they each play a critical
role in being able to transform the medication received
from the wholesaler into a medication that Marie can
take appropriately. Many of these resources are trans-
parent to or are taken for granted by the ultimate con-
sumers of the product or service, and this does not
diminish their importance to activities involved in fill-
ing the prescription. A pharmacist only has to have the
electricity go out once to learn how critical this resource
is to the service of filling prescriptions. The lights will
go out, the computer will not be able to process or
adjudicate the prescription, and the cash register will
not function. Some of these activities can be performed
even when the electricity is out. The pharmacist can
use battery-operated emergency lights or a flashlight
to see. He can use reference materials to look up in-
teractions. He can use a manual typewriter to create a
label. He cannot, however, determine the amount of
the patient’s copay, which is calculated during the ad-
judication process. If the pharmacy uses a register that
determines the prices of goods by scanning the Univer-
sal Product Code (UPC) of the product (POS system),
then he may not even know how much to charge the
patient for the goods in the store. This resource in-
fluences the efficiency of and ability to perform the
activities in filling the prescription.

It is evident that electricity contributes to the ef-
ficiency of filling prescriptions. By powering the com-
puter, it makes checking interactions, storing patient
information, and printing labels much more efficient.
However, it also is critical to filling prescriptions be-
cause without it some of the activities necessary to cre-
ate the output of the process are not possible (e.g.,
real-time adjudication). Other resources in this pro-
cess may not be critical to the process but increase
the efficiency of the process. For example, the shelv-
ing units chosen to hold the stock prescription bottles
come in different forms. Choices can range from not
having shelving at all and simply stacking goods on
the floor in big piles to using shelving that maximizes
storage space and access to the bottles. Without any
shelving, which would save the pharmacy the expense
of shelves, the process would be terribly inefficient. Can

you imagine digging around in piles of bottles looking
for the correct stock bottle of medication? While the
pharmacy would save money by not buying shelves, it
would cost the pharmacy money because extra phar-
macists and technicians would have to be hired just to
dig through the piles and pull out the correct medica-
tion. On the other end of the spectrum, the expense
of having shelves that maximize storage space and ac-
cess, as compared with simple, standard shelves, may
not be warranted if the floor space of the pharmacy
is conducive to having simple shelving that does not
detract from efficiency. This example, although sim-
ple, illustrates how even a resource as basic as shelv-
ing can influence efficiency and, ultimately, profit-
ability.

Each of these resources can be grouped or cate-
gorized according to many different strategies. They
can be grouped into categories based on whether they
are a product or service, for example. Using this cat-
egorization scheme, goods are tangible and would in-
clude (and are not limited to) shelving, computers,
prescription vials, labels, software, and drugs. Services
can include the tasks performed by the people involved,
the wholesaler’s service, the phone service, and the ad-
judication service. This broad categorization scheme,
while illustrative, may not be helpful to the manager
or owner in deciding how to choose the resources used
in creating the goods and services of the business and
determining how to maximize the efficiency of the pro-
cess. Instead, operations management uses more spe-
cific categories to describe, analyze, and manage the
operations of a business. One strategy is to consider the
issues faced in operations as strategies or tactics (Mantel
and Evans, 1992). Also, different businesses will cate-
gorize resources differently for purposes of managing
them. While a uniform categorization scheme would
be helpful, it is not necessary in understanding how
various strategies can be employed to manage these re-
sources to maximize their efficiency in the operations
of the business. Instead, it is helpful to think of opera-
tions management in terms of the critical decisions that
need to be made by operations managers (Heizer and
Render, 1999). The 10 decisions under the purview of
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operations management are the following (Heizer and

Render, 1999):

¢ Designing goods and services
® Process strategies

® Managing quality

¢ Location strategies

® Layout strategies

e Human resources

e Scheduling

¢ Supply-chain management

¢ Inventory management

e Maintenance

If you reconsider the scenario, it is possible to
see the influence that these decisions will have on the
breadth of activities involved in the operations of a
pharmacy. The design of goods and services that are
needed and wanted by consumers (and that offer a
competitive advantage over other pharmacies) must be
created. Once the goods and services are designed, the
processes that will be used to create and offer them
must be implemented and managed. The quality of the
goods created and services offered must be maintained.
The location and layout of the pharmacy need to be
conducive and appropriate given the goods and ser-
vices offered. Pharmacies rely heavily on personnel; hu-
man resources management and scheduling of those re-
sources are important parts of operations management
of a pharmacy. Supply-chain management is manage-
ment of the supply of inputs used to create the outputs.
Having an efficient supply of prescription products is
critical to the service of filling prescriptions. And once
the products are delivered, the inventory must be man-
aged to minimize the costs associated with having an
inventory necessary to fill prescriptions and offer OTC
products. Finally, maintenance of the resources that go
into operations must be considered and managed. If
the resources are not functioning properly, this can
create inefficiencies that decrease profitability. Each of
these factors and the strategies that can be employed to
maximize their efficiency are relevant to both commu-
nity and institutional pharmacies. These decisions and

the strategies used to make good decisions in each of
these areas are covered in more detail in other chapters.
Before going into depth, however, it is helpful to un-
derstand how these areas of operations management
are related to the resources used in pharmacy opera-
tions and how these operations decisions can influence

profitability.

DESIGNING GOODS AND
SERVICES

Designing goods and services that are in line with
the needs and wants of consumers requires analy-
sis and planning. As indicated previously, goods are
tangible—they can be held and touched. Services are
not tangible—they are experienced by the consumer.
Except in the instance of compounded prescriptions,
the design of the good is largely up to the manufacturer;
however, with the advent of medication therapy man-
agement (MTM), there are increased opportunities to
design innovative and creative services to accomplish
these objectives. Services can be designed to have three
different approaches—customer service, product ser-
vice, and service products. These approaches are similar
and have differences that influence how they are im-
plemented, managed, and marketed. Customer service
is aimed at improving the customer’s experience with
the pharmacy and is geared toward improving over-
all sales. As a result, these are perceived as overhead
costs (Mathieu, 2001). Product services are linked to
a specific product, add value to the product, and are
offered in an effort to enhance sales of that product.
This type of service is consumed after the product is
purchased (Mathieu, 2001). The final category is a ser-
vice product. This is a service that is independent of
the company’s tangible offerings and can be consumed
separately.

Planning will play a critical role in the develop-
ment of new goods and services. Analyses of the inter-
nal and external environments will play a role in deter-
mining the capabilities of the pharmacy and the needs
in the market. Offering goods and services thatare con-
sistent with consumer needs and wants will increase the
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chances of profitability. The offering of services will af-
fect multiple aspects of the pharmacy’s operations, in-
cluding marketing, production, delivery, and internal
communications (Brax, 2005). Each of these has the
potential to influence the day-to-day processes used to
offer the goods and services to customers.

PROCESS STRATEGIES

The operations process involves many steps. The sce-
nario at the beginning of this chapter can be broken
down into over a dozen steps. The order in which those
steps are performed will influence the efficiency of op-
erations and, ultimately, the quality of the goods and
services produced. As a result, it will influence the prof-
itability of the pharmacy. For example, if a pharmacist
tries to fill a prescription with a medication that has
not been placed on the shelf yet, she may find her-
self digging through totes full of medications that were
delivered from the wholesaler. In this instance, the pro-
cess of filling prescriptions is affected by the inventory,
when the order was placed, when the order was de-
livered, and when the order was put on the shelves.
Similarly, prescriptions that are brought in by patients
who will wait to have them filled need to be filled be-
fore prescriptions that are not going to be picked up
until the next day. Patients will be influenced directly
by the efficiency of this process. In processes used to
create goods, the customer is not likely to be involved.
In services, however, the customer may be integrally in-
volved, as is the case with the customer service provided
to patients who are waiting to have their prescriptions
filled. Often patients will express their dissatisfaction
at having to wait a long time to have their prescriptions
filled, and this may affect whether they come again to
have their prescriptions filled. Whether the patient is
involved or not, decisions about the process used to cre-
ate goods and services need to be designed to maximize
efficiency.

The processes used by the pharmacy to create
goods and provide services have specific capacities. For
example, technicians can enter only so many prescrip-
tions into a computer in an hour, and pharmacists can
fill only so many prescriptions in an hour. Capacity is

determined by the resource that imposes the greatest
limitation on the process (Bruner, Eakes, and Free-
man, 1998). This limiting resource is referred to as the
bottleneck. To increase capacity, the bottleneck must
be identified and eliminated. For example, if Marie
entered the pharmacy at a time when another phar-
macist was on duty, the other pharmacist might come
over to fill prescriptions while the first pharmacist com-
pounds Marie’s prescription. This would preventa bot-
tleneck in filling other prescriptions that are dropped
off while Marie’s prescription is being prepared. Bottle-
necks and other obstacles to efficient creation of a good
or provision of a service will influence profitability by
decreasing the quantity of a good created or limiting
the number of services provided. For example, when
Dr. Michael Kim realized that many patients were
waiting for refills in the limited space in his phar-
macy, he implemented a refill system. In this sys-
tem, a report is generated of the upcoming refills. Pa-
tients are contacted to determine if the medication is
needed. Prescriptions for medications that are needed
by patients are filled and scheduled for delivery. This
process change decreased the traffic in his store and
allows the pharmacists to focus on the new prescrip-
tions presented by patients who visit the pharmacy
(Wilkin, 2006). Stanley Devine and Robert Beardain
of Winona, Mississippi, take this process change a step
further. They line up each patient’s medication refills
so that the patient can get all his or her medications
once a month, and they contact every patient before the
prescriptions are due to be filled. This affords them the
opportunity to discuss with their patients any prob-
lems or issues that the patients may be experiencing
with their medications. It also decreases the need to
maintain a large inventory because the medications
can be ordered just in time to refill the prescriptions
for patients, affords them more control over the pace
at which they fill prescriptions, increases their contact
with patients, and significantly decreases the patient
traffic in the pharmacy (Wilkin, 2006).

A flowchart of the process that is used by the busi-
ness to create its offerings can be helpful in analyzing
and designing the process. A flowchart is a diagram of
the steps involved in creating the good or offering the



General Operations Management 71

Initial
Patient
Interaction

Prescription
Processing

Transformation

Prescription
Filling

Prescription
Handling for

Delivery to
Patient

Secondary
Patient
Interaction

Figure 5-1. Operations performed in a community pharmacy to fill prescriptions.

service. This visual representation can be helpful in an-
alyzing the resources used in the transformation process
and can be used to improve the processes performed
within the pharmacy. To diagram the process, geomet-
ric shapes are used to represent each of the steps in the
process (Robson, 1991). The operations performed to
fill prescriptions are depicted in Fig. 5-1. The level of
detail within a flowchart can vary. This depiction out-
lines a series of operations thatare performed within the
transformation process of filling prescriptions. Multi-
ple tasks are performed within each of these operations,
and these tasks will use a number of different individ-
uals and resources. The more detailed the diagram is,
the easier it will be to evaluate the time and resources
necessary at each step of the process.

The flowchart is a helpful tool in identifying and
evaluating the capacities of each element of the process
and areas of the process that can be improved (e.g., areas
that are causing bottlenecks for improved efficiency). A

clear understanding of the process used to create all the
product and service offerings of the business is not only
important in identifying areas where efficiency can be
improved, but it can also be used to manage quality.

MANAGING QUALITY

Being able to offer goods and services that are of high
quality to customers is important to any business. En-
suring quality, more specifically, measuring quality, will
differ depending on whether a product or service is
being created. The decisions made about the quality
of a product produced by pharmacy operations can
be based on objective standards. For example, a com-
pounded prescription should have a certain amount of
the active ingredient in the product. The quality of a
product can be evaluated by measuring the quantity
of the active ingredient and using other objective stan-
dards. The quality of a service, on the other hand, is
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determined by more subjective standards. Marie Las-
siter, in the scenario, may be assessing the quality of the
information she was provided. This is likely to be based
on her subjective assessment of the information and
the manner in which it was communicated. Services,
despite their intangible nature, still need to be evalu-
ated to determine if the intended outcomes are being
achieved.

There are two types of costs associated with
quality—the cost of maintaining quality and the cost
associated with poor quality (Mudie and Cottam,
1999). In maintaining good quality, there are preven-
tion costs and appraisal costs. Prevention costs result
from the use of resources (time and personnel) to pre-
vent errors from occurring. For example, these can in-
clude the cost of training employees and the cost of
technologies (e.g., robotics, computers, and software)
used to decrease the likelihood of errors. In addition
to prevention costs, there are appraisal costs. Appraisal
costs result from the use of resources to inspect, test,
and audit to identify a drop in the quality of a service
or product. In addition to these costs of maintaining
good quality, there are costs associated with poor service
quality. These costs result from internal and external
failures. Internal failures are errors or defects that are
identified and rectified before consumers receive the
product or service. For example, if a pharmacist places
brand-name medication in a bottle that is labeled to
contain the generic medication, realizes the mistake,
and corrects it, this would be considered an internal
failure. It cost the pharmacy money because it con-
sumed the pharmacist’s time to correct the problem.
The managers of the pharmacy would be wise to de-
termine what factors led to the internal failure, take
steps to eliminate or modify those factors, and prevent
it from occurring again. External failures are errors or
defects in goods or services that are actually delivered
to consumers. Frequently, external failures are the ones
identified by consumers. For example, if a consumer re-
alizes that she has received a different medication than
the one indicated on the label, this is an external failure.
More often than not, this will take much more time
and money to correct than an internal failure. It may

involve delivery of a new medication to the patient, loss
of the product that was dispensed incorrectly because
it will have to be discarded, and a potential lawsuit
if harm was done to the patient (see Chapter 11 for
more information on service failures). Production of
quality goods and services does not occur in a vacuum.
Instead, it is closely tied to the processes employed to
create those goods and services.

LOCATION

The location of the pharmacy can affect several aspects
of operations. The location of the pharmacy can affect
the following:

* How easily and efficiently the inputs for operations
can be acquired

® How easily the outputs of operations can be trans-
ferred to the consumers of those outputs

* Which outputs are chosen to be offered by a given
business (designing of goods and services)

In a pharmacy, there are certain skilled positions
that need to be taken into consideration when locat-
ing the business. Operating a pharmacy in a location
that is conducive to attracting qualified pharmacists
to work there is important. The pharmacy must also
be able to receive deliveries of the various products
sold by the pharmacy. Proximity to consumers and the
preferences of consumers will play a role in how easily
the pharmacy’s goods and services are transferred to
the consumers of those services. For example, a chain
pharmacy in a busy metroplex whose customers rely on
public transportation to get to the pharmacy to have
their prescriptions filled will be greatly inconvenienced
if the pharmacy does not have in stock all the medica-
tions necessary to fill their prescriptions. This, there-
fore, affects the operations of the pharmacy. It may
cause the pharmacy to have a larger inventory than
otherwise needed or a delivery service to minimize the
inefficiency or customer dissatisfaction that may result
from not being able to fill the prescriptions while pa-
tients wait. Or the pharmacy could be located in an
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area with a large population of people who want to
pick up their medications at a drive-through window
(e.g., mothers with sick infants).

The market factors that are influenced by loca-
tion will influence the operations of the pharmacy. The
goods and services themselves also may make one loca-
tion more profitable than another. The design of goods
and services is part of operations, and if a business
is located near people who want and need its prod-
ucts and services, it may enhance the business’s chance
of attracting them to the store. For example, a phar-
macy located in an ethnic neighborhood that has a
population of people who rely on natural products to
maintain health might decide to offer such products
to those consumers. The proximity of these people to
the store and their desire to have such products may
increase the chance of those items being profitable for
the pharmacy. The location of the pharmacy certainly
can affect operations, and so can the location of various
goods and services within the pharmacy.

PHARMACY LAYOUT

A pharmacy needs to be designed to maximize the ef-
ficiency of the processes conducted to create the goods
and services. For example, when filling a prescription,
the path that the prescription takes from the patient to
the pharmacist who will fill it needs to be efficient. A
layout that decreases efficiency is likely to contribute to
decreased profitability. Steps that require the prescrip-
tion to “backtrack in the process” need to be eliminated
or minimized by designing an efficient layout. The lay-
out can also affect the efficiency with which services are
provided. Having a counseling area that is readily ac-
cessible to the pharmacist and patients will increase the
efficiency of providing information to patients. And it
even may increase the likelihood that patients will ask
for information when they need it.

In addition to the efficient operations of the phar-
macy, the layout of the pharmacy will affect the pa-
tients’ movement through the store. This has implica-
tions for product placement and pharmacy design (see
Chapter 23).

HUMAN RESOURCES

Human resources are one of the most important re-
sources in a pharmacy. The goods and services offered
by pharmacies are transformed using personnel. These
individuals perform the operations of the business and
rely heavily on technologies to increase the efficiency
of their tasks (e.g., computers, robotics, counting ma-
chines, and software programs). Their efficiency and
ability to interact with patients will influence the effi-
ciency of pharmacy operations. Many factors need to
be evaluated when determining the human resources
needed to accomplish the operations of the pharmacy.
To conduct these evaluations, many tools (e.g., job
design and job analyses) are available to make good
decisions about the human resources needs of specific
operations. The human resources and the ability to
acquire them will also be affected by environmental
factors. The supply and demand for pharmacists, for
example, may preventa pharmacy from finding enough
pharmacists to perform the operations of the pharmacy
efficiently. This may cause owners and managers to seek
other mechanisms to increase the efficiency of the staff
that they have (e.g., robotics or increased use of readily
available personnel). These environmental factors also
may cause businesses to offer higher salaries, more at-
tractive working hours, and better benefits. However,
these items need to be evaluated in light of how they
will affect the profitability of the pharmacy.

The types of people attracted to work at the busi-
ness also will affect operations. Motivated, productive,
and competent individuals are likely to contribute to
greater profitability than unmotivated, unproductive,
and incompetent individuals. Hiring just the right peo-
ple for the operations within the pharmacy is impor-
tant. Training those people on their responsibilities is
just as important. If the phone rings and no one thinks
that it is their job to answer it, the pharmacy may lose a
sale. Likewise, if the phone rings and the staff begin to
argue over whose turn it is to answer it, this contributes
to a lack of efficiency and possibly to customer dissatis-
faction. In a pharmacy, human resources play a big role
in the transformation of inputs to outputs. This makes
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human resources management an important aspect of
operations management.

SCHEDULING

Given this heavy reliance on human resources, schedul-
ing of personnel is a critical aspect of operations. Regu-
lations state that a licensed pharmacist must be present
when the pharmacy is open to fill prescriptions. This
makes scheduling of pharmacists coincide with the
hours that the prescription department is open. Other
considerations need to be given to the pharmacists
preferences for work schedules. Given the importance
of this resource and the costs associated with replacing
a pharmacist, the schedule should be created in light
of individuals’ work preferences to whatever extent it is
possible. The scheduling of support staff, for example,
technicians and clerks, should be driven by the de-
mand for goods and services. Ideally, the pharmacists
will have the most help when the demand for having
prescriptions filled is at its greatest. This takes careful
planning and evaluation of sales and volume trends.
Graphic and charting methods can be used to deter-
mine the demand for having prescriptions filled and for
receiving disease-state management services. To chart
the demand, however, the pharmacy must collect the
data. Most computer systems will allow decision mak-
ers to track the number of prescriptions filled on a given
day, and some will allow them to track the number by
sales volume. By looking at the number of prescriptions
filled at given times during the day, a manager can plan
to have enough help to meet the demand efficiently.
Many pharmacies use what is called a chase strar-
egy (Heizer and Render, 1999). In essence, they chase
the demand by having personnel available to han-
dle the demand when they predict the demand will
be the greatest. For example, if a pharmacy predicts
that the Monday after a holiday weekend will be bus-
ier than usual, then more pharmacists and support help
are scheduled to work. If the prediction is wrong and
the demand is not as high as was predicted, then the
pharmacy overspends and cuts into profitability. Some-
times the influence of this error on profitability can be
offset by having the “extra” staff perform tasks that

could help increase efficiency at other times—for ex-
ample, pull outdated drugs off the shelves and return
them for credit. If the demand is in excess of what was
predicted, this is no less problematic. In this case, the
staff is overworked, patients wait a long time to have
their prescriptions filled with the potential of harming
customer relations, and the likelihood of mistakes may
increase. This inefficiency can also lead to job dissatis-
faction for the personnel involved. If the prediction is
right, then the demand is met efficiently.

Another scheduling strategy is called level schedul-
ing (Heizer and Render, 1999). This strategy is used to
provide a level amount of production so that a constant
workforce can be employed to handle the demand day
after day and week after week. This method is em-
ployed more easily in the creation of goods where the
business can create surplus in times of low demand. For
example, an institutional pharmacy can compound a
constant number of intravenous solutions that are used
commonly in the hospital. The demand for the so-
lutions will change over the course of the day or the
week, but as long as the supply produced does not grow
too small (so that the pharmacy runs out) or too large
(so that the prepared solutions start to expire before
they are used), this strategy can be employed effec-
tively. This is not as easily employed in a service such
as filling prescriptions. Through marketing and tech-
nology, however, a pharmacy may be able to encourage
its customers to call in prescription refills during off-
peak hours and even to come in at a particular time in
an attempt to level off the demand across the course
of the day. By lining up the prescription refill dates
and contacting patients before refills are due, the phar-
macy will be able to schedule the refilling of prescrip-
tions, schedule the delivery of inventory, and schedule
the other resources necessary to handle the demand.
All these strategies rely on having a good estimate of
demand.

Demand can be estimated using forecasting. “Fore-
casting is a necessary prerequisite for many of the meth-
ods and procedures used in operations management”
(Lewis, 1981, p. 241). Forecasting demand for goods
and services requires the use of information, mathe-
matical functions, and statistical analyses.
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Equally important as personnel scheduling is the
scheduling of the resources used to create goods and
provide services. In community and institutional phar-
macy settings, the scheduling of product delivery is im-
portant. Ideally, the goods will be sitting on the shelves
where they can be accessed efficiently when the orders
for prescriptions come in. Scheduling of the delivery
of these orders so that they come in at times when the
demand is not at its peak will ensure that staff mem-
bers are available to put the inventory in its proper
place. Some businesses go so far as to schedule deliv-
ery and restocking of shelves at night when the store
is either closed or not busy. To schedule deliveries in a
manner that helps pharmacies to be efficient requires
relationships with suppliers.

SUPPLY-CHAIN
MANAGEMENT

The supply chain is the chain of businesses that sup-
ply pharmacies with necessary inputs. It is important
to build relationships and have agreements with other
companies that will maximize the efficiency of receiv-
ing the goods needed to fill prescriptions. Wholesalers
are the primary vendors for pharmacies (Lobb et al.,
2002). They distribute the majority of prescription
drugs in the United States. Some chain pharmacies
receive goods from distributors that they own and also
have relationships with wholesalers. This is done so
that they can get goods that may not be available from
their own distributors or so that they can get goods
quickly if the wholesaler delivers more frequently than
their own distributors. These relationships need to be
established with reputable companies that can provide
reliable service particularly in times of need, such as
during natural disasters. These relationships can take
different forms and entail different levels of service.
By signing a contract with a pharmacy, a wholesaler
agrees to provide the pharmacy with products and ser-
vices that may help the pharmacy to operate efficiently.
These services can include electronic order submission,
next-day delivery service, private-label programs, co-
operative advertising programs, special-handling ser-
vices, pharmacy computer systems, pricing, and store

planning. Management of the supply chain is of great
importance in the creation of goods or the provision
of services that involve goods. The key elements of the
decision in choosing suppliers for the pharmacy are the
timely delivery of needed and properly stored medica-
tions by a licensed and reputable wholesaler at the best
price. In making this decision, there are a number of
wholesalers from which to choose.

According to the Healthcare Distribution Man-
agement Association (HDMA—formerly the National
Wholesale Druggists’ Association), there are thousands
of wholesalers. Fewer than a half dozen are respon-
sible for a majority of sales. These full-line or full-
service wholesalers obtain medications directly from
the manufacturers and distribute the medications to
pharmacies (both independent and chains), institu-
tions, and other wholesalers. Some chain pharmacies
have regional or local distribution centers that receive
medications from the wholesaler in large quantities and
repackage the medications into package sizes that are
more feasible at the store level.

Large, full-service wholesalers are only one type
of wholesaler available to supply pharmacies and other
health care institutions with medications. There are
also regional wholesalers, smaller wholesalers, and sec-
ondary wholesalers (Eastern Research Group, 2001).
The main distinguishing features of the different types
of wholesalers include services provided, their autho-
rization status according to the Prescription Drug Mar-
keting Act (21 CFR Parts 203 and 205), and their sales
volume. Under strict interpretation of 21 CFR Parts
203 and 205, only the large, full-service wholesalers
are authorized. This designation is reserved for dis-
tributors who have formal, written distribution con-
tracts with the manufacturers and conduct more than
two transactions with the manufacturers in any 24-
month period of time. The other types of wholesalers
may conduct business with the manufacturers and do
not have formal, written distribution contracts. If not
authorized, they must provide documentation of the
products’ pedigree as stipulated in 21 CFR Part 203.

Different types of wholesalers may be used to meet
different needs within the pharmacy. For example, one
wholesaler may offer a better delivery schedule, a more
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efficient service, or better pricing. Additionally, the
smaller and secondary wholesalers may not be able to
meet all the needs of a pharmacy with regard to prod-
uct line and in times of emergency. Once the inputs
are obtained from suppliers, managing the inventory
of those goods is important in a pharmacy.

INVENTORY MANAGEMENT

Inventory is the largest expense thata community phar-
macy has (as measured as a percentage of sales) (West,
2002). This makes the management of inventory par-
ticularly important to a pharmacy. Too much inven-
tory is seen as money sitting on the shelf, and too little
causes inefficiency in the system. Imagine a scenario
in which you are paid on a weekly basis. You go the
grocery store to buy food. Would you buy all the milk
that you would need to get through the entire month?
Probably not, because it might go sour before you use
it, and why would you spend money to buy all that
milk when you are probably going to get paid again
before you need to buy milk again. You could use the
money for something other than for milk that is going
to sit on your shelf for a whole month. Now imag-
ine similar situations with medications costing more
than a gallon of milk. The management of inventory
will receive more extensive treatment in Chapter 22,
but it is important to see the connection between the
operations used to provide goods and services and the
efficient management of inventory. Having money sit-
ting on the shelf in the form of inventory may prevent
a pharmacy from being able to pay for other resources
within the business. This inability to pay may cause
the pharmacy to incur additional charges that then de-
crease the profitability of the business.

MAINTENANCE

Maintenance of the resources used to create goods and
provide services must be provided, or the risk of re-
source failure in operations increases. It is easy to un-
derstand how the maintenance of a machine used to
create goods could be linked directly to the efficiency

of operations. If the machine breaks down and requires
costly repairs, profitability suffers. The link to services
is not quite as clear, but it is just as important. When
you walk into a restaurant, do you want to eat at a dirty,
wobbly table? The answer is most likely no. Patients do
not want to buy goods that are covered with dust. They
do not want to walk up to a counter to learn how to
test their blood glucose level on a test device that has
not been cleaned properly or that is not functioning
properly. Maintenance of the areas in which services
are provided will affect the satisfaction of patients and
ultimately affect the patronage of the business for its
offerings.

CONCLUSION

When Marie Lassiter walked into the pharmacy to have
her prescription filled, it is not likely that she consid-
ered the multitude of resources that had been assem-
bled to provide her with that service. She is not likely
to appreciate the complexity of operations that go into
providing her with that service, and Marie does not
necessarily have to know, ever. Pharmacists, particu-
larly those in positions to make operations decisions,
not only need to be aware of these issues, but they also
stand to be more profitable by knowing how to analyze
these issues and manage them effectively.

QUESTIONS FOR FURTHER
DISCUSSION

1. Are the following business outputs goods or ser-
vices?
a. Filling a prescription

b. Compounding a prescription

c. Selling OTC medications

d. Helping a patient to understand how to manage
his illness
e. Helping a patient to understand how to take her

medication

2. How does one choose whether to offer a product

or service when it has the potential to be profitable
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but might be harmful to the health of the patients
(e.g., selling alcohol or tobacco)?

. Think about filling a prescription as being a service.
How does a pharmacist add value? How has the
product been changed by the pharmacy?

. Categorize the services provided by a community
pharmacy into the following three categories—
customer setvice, product service, and service prod-
uct.

. List the personnel who play a role in the profitability
of a community pharmacy.

. List the personnel who play a role in the profitability
of an institutional pharmacy.

SMALL GROUP DISCUSSION
TOPICS

. Consider the following scenario in an institutional
setting. Develop a process diagram for the following
scenario. What are the key resources used in each
step of the process? What operations management
opportunities to do you see?

Marie is not feeling well, and on examina-
tion by her physician, she is admitted to the
local hospital. The physician stops by and or-
ders some prescriptions for Marie. He writes
an order for the prescriptions on a duplicate
form. One is placed in a bin and picked up
by a pharmacy technician; the other is placed
in Marie’s chart. Once the order arrives at the
pharmacy, a pharmacist enters the order into
the computer, and the medication is pulled
from inventory to be sent to the floor on the
next round of floor deliveries. The next day,
this order for Marie’s medications, along with
all the other medication orders for the pa-
tients in the hospital, is printed so that a cart
can be filled with that day’s medications. A
technician fills the bins in the cart, and a phar-
macist checks the filled bins. After the bins
are checked, the cart is delivered to the floor.
That afternoon the clinical pharmacist visits

Marie in her room to go over the medications
that she is receiving.

2. The scenario in the chapter is illustrative of the
inputs and outputs consumed and managed when
filling a compounded prescription. What are the
resources and outcomes that might be associated
with providing a disease-state management service
to diabetic patients? Can each of these be managed?
Prioritize them based on which inputs add the most
value to the output of this service. How did you
decide which had the most value?

3. Pick a disease-state management service. Develop a
process diagram for this service. What stages of this
process do you expect to create bottlenecks? What
resources would be necessary in each step of the
process?
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LEARNING OBJECTIVES

After completing this chapter, students should be able to

1. Understand the importance of technology and automation in managing the information
that pharmacists use in practice.

2. Identify technology needs and a process that can be used for selecting appropriate vendors

for technology products.

Identify key components of pharmacy support technology.

. Identify the roles of technology at the point of care.

B

5. Describe the functions and purposes of the Internet that facilitate management of a pharmacy
care practice.
6. Understand the need for and evaluation of information on the Internet.

™~

Evaluate the need for technology and automation in the practice of pharmacy.
8. Understand the importance of integration in systems used in the practice of pharmacy.
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SCENARIO

CHAPTER QUESTIONS

Jennifer Russo completed the doctor of pharmacy cur-
riculum and then went on to complete a pharmacy
practice residency and a specialty residency in infec-
tious disease. She has just accepted a position as a
clinical specialist with a large teaching hospital. She
took this particular job because she wanted to have a
direct impact on appropriate medication use to im-
prove patient outcomes through educating physicians
and other prescribers. Her primary responsibility is
to implement an antimicrobial stewardship program
in collaboration with the chief of infectious disease.
She writes orders to obtain cultures and sensitivities
to antibiotics, makes recommendations on appropri-
ate drug and dose, educates physicians on appropriate
drug use, and writes orders for dosage adjustments for
patients in the institution. She also oversees the charg-
ing of patients and maintains an inventory of the drugs
used. To accomplish these tasks effectively, she must
bounce back and forth between five different com-
puter systems. One system houses data on laboratory
levels, another is used for hospital billing, and a third
has a drug inventory database. She has a pharmacoki-
netic software program that assists her in calculating
doses and estimating frequency intervals for obtain-
ing the next drug level and also contains a drug in-
formation database. She then must enter data from
these four systems into a pharmacy-based system that
the central pharmacy uses for patient management.
Relevant data then are extracted from this applica-
tion and housed on a health information exchange
(HIE) repository that enables other providers who see
this patient to have pharmacy information available
for decision making. She spends hours per day ac-
cessing and collecting data from the various databases
and even more time entering orders and combining
data from the different sources into the central phar-
macy’s database. After a couple of weeks, Jennifer be-
comes frustrated and feels that she did not go to phar-
macy school to spend most of her time collecting and
processing data. She is exasperated and blurts out to
the pharmacy director, “There has got to be an easier
way!”

1. How has the use of technology changed the practice
of pharmacy?

2. How have pharmacists’ roles in delivering pharma-
ceutical goods and services evolved over the past few
decades?

3. Whatrole does technology play in the management
of information?

4. How can the pressure of increased prescription vol-
ume be balanced with the increased focus on patient
care and access to patient information necessary to
providing pharmaceutical care?

5. How has the Internet and e-commerce affected the
practice of pharmacy?

6. What is the importance of systems integration
among the technologies used in pharmacy practice?

7. What are the main barriers to the use of technology
by pharmacy employees?

TECHNOLOGY IS ESSENTIAL
TO MANAGING DATA AND
OPERATIONS

Historically, adoption and investment in information
systems in health care have lagged significantly behind
those in other industries. However, the gap is narrow-
ing. This is evidenced by the fact that in 1999, 46
percent of hospitals still used handwritten medication
administration records (MARs), but this had decreased
to 24 percent in 2005 (Pedersen, 2006). However,
there is still considerable opportunity because imple-
mentation of electronic MARs has replaced handwrit-
ten and printed MARs in approximately 20 percent
of hospitals. (Sandborn, 2007). Effective management
of even moderately sized pharmacy operations quickly
can exceed the capacity of the unaided human mind.
Therefore, technology must be used appropriately in a
systems approach that is designed to support the op-
eration of a pharmacy. Pharmacists need to become
knowledgeable users of the technology available. They
need to understand both the capabilities and limita-
tions of technology. This chapter will focus on tech-
nology concepts, skills, and attitudes that pharmacists
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must acquire to become effective information man-
agers. Information is the common denominator in all
health care systems, disciplines, and specialties today.

Managing the increasingly vast amount of infor-
mation available to health care practitioners can be
challenging. Primary literature continues to grow very
quickly, with over 20,000 biomedical journals pub-
lished annually (Lowe and Barnett, 1994). To keep
up with this massive amount of information, an in-
dividual would need to read 6,000 articles each day
(Arndt, 1992). In addition to the large amount of pub-
lished medical information, pharmacists must manage
large numbers of patient profiles containing informa-
tion about disease states and medications. On a given
day, community pharmacists typically access hundreds
of the thousand to tens of thousands of patient pro-
files managed by their pharmacies. Similarly, it is not
uncommon for a hospital patient to have his or her
record amended with dozens of medication-related or-
ders in just a day or two. An appropriate information
management system needs to be employed through the
adoption and diffusion of technology.

For the purposes of this chapter, technology is de-
fined as “anything that replaces routine or repetitive
tasks that were previously performed by people or
which extends (or enhances) the capability of people
to do their work” (Rough, 2001, p. 85). The term au-
tomation refers to “any technology, device or machine
thatislinked to or controlled by a computer and used to
actually do work that was previously done by humans”
(Rough, 2001, p. 85). It is important to appreciate this
difference right from the start and to keep in mind
that all automation is technology, but the reverse is not
necessarily true. In addition to distinguishing between
technology and automation, some cursory knowledge
of data processing is a necessary prerequisite to un-
derstanding the impact of technology on pharmacy
practice.

LEVELS OF DATA
PROCESSING

Computers use many levels of data processing in the
day-to-day operations of a pharmacy. The simplest level

of data processing is called zransaction processing. Ac-
cepting payment for a prescription would constitute a
single transaction. Processing a prescription from re-
ceipt to dispensing involves several transactions. The
next level of data processing is management information
systems. Data processing at this level groups transac-
tions into meaningful sets. This allows administrators
the ability to identify trends that predict the success of
the organization. Additionally, the management infor-
mation systems level can aid in determining appropri-
ate needs for such things as staffing hours, inventory
management, and third-party reimbursement. Decision
support, the next level of data processing, occurs when
the computer functions to provide support while trans-
actions are occurring. An example of decision support
would be drug utilization review (DUR) modules that
alert pharmacists to potential drug-related problems
while they are filling a prescription or medication order.
Currently, the highest level of data processing uses ar-
tificial intelligence and/or expert systems. Expert systems
can be used to help guide caregivers through complex
therapy decisions or even to help providers determine
when patients diagnosed with a terminal condition lack
a high enough quality of life to justify continuing ex-
traordinary life-support systems. An expert system is a
program that can use a set of given rules to make deci-
sions. Expert systems consist of a knowledge base and
an inference engine. The objective of an expert system
such as an electrocardiogram (ECG) diagnostic pro-
gram or a drug formulary product selection program
is to collect the rules and knowledge human experts
employ in the knowledge base so that diagnosing or
selecting would occur in a highly consistent and reli-
able manner.

HARDWARE

The term hardware encompasses computer equipment
used to perform input, processing, and output activ-
ities. An increased understanding of how computers
perform data processing functions can be achieved by
a basic understanding of both the visible and invisible
hardware that is necessary for a computer to operate
individually or within a network of computers. Visible
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hardware includes things that one can see when walking
into awork area, such as mainframe computers, servers,
workstations, and dispensing devices. Many hardware
systems are located “behind the scenes,” including net-
works that connect two or more workstations, routers
that pass information along on a network, gateways,
and switches. Additional peripheral hardware that is
used specifically in a pharmacy operation can include
document and barcode scanners, robotics, and high-
quality laser printers.

SOFTWARE

Dispensing and Drug Utilization Review

Software is available in two major categories: oper-
ation systems and application software. Every hard-
ware system must employ an operation system soft-
ware to control the operation of the devices contained
in the system. The software that makes up all the ap-
plications that users employ to actually do their work
makes up the second category of software. Software
used to manage the drug dispensing and distribution
process is an example of an application software and
has been in existence since the 1970s. In addition to
storing prescription information, maintaining patient
profiles, and monitoring inventory levels, distribution-
related software also includes DUR functions that aid
pharmacists by providing messages alerting them of
potential drug-related problems while filling prescrip-
tions. First DataBank, a provider of electronic drug
information, supplies knowledge bases for integration
into health care applications. The modules listed in
Table 6-1 incorporate clinical decision support and are
a subset of available content for licensing to pharmacy
information systems vendors to use within their soft-
ware applications, such as DUR and pharmaceutical
dispensing.

Pharmaceutical Care Software

Clinical information systems that stand alone or do
not integrate into other systems are common in clini-
cal pharmacy practice. They may involve pharmacists
manually entering patient-specific data for use in man-
aging patients’ pharmacotherapy (Felkey, 1997). Point-

of-care software may be defined as “software used at the
place where a pharmacist provides pharmaceutical care
to a patient or when assisting a colleague (pharma-
cist, physician, or nurse) in providing care to patients.”
Clinical pharmacy software should be integrated with
all other aspects of a pharmacy, including management
and distribution programs, to ensure that care can be
coordinated fully (Felkey and Fox, 2003a). Pharmacy
management systems, such as Etreby, QS/1, and PDX,
which are primarily pharmacy distribution systems,
have added the necessary screens and resources to do
pharmaceutical care management. Other companies,
such as CarePoint, started their products as pharmaceu-
tical care programs and then later added the pharmacy
management system attributes to support distribution.

POINT-OF-CARE DEVICES

The use of point-of-care technologies allows health care
professionals to be more effective and efficient in ev-
eryday practice. Point-of-care devices include, but are
notlimited to, notebook computers, desktops, and per-
sonal digital assistants (PDAs). To be useful to the prac-
titioner, the computer should contain patient-oriented
drug information, including appropriate mixtures of
tertiary, secondary, and primary literature references
on pharmacy and medical topics. These devices can use
Internet access to retrieve patient-specific data from re-
mote databases. This helps to integrate available data
that are generated as a by-product of rendering pa-
tient care into data warchouses and clinical data repos-
itories. These data warehouses then are able to popu-
late decision-support applications at the point of care
and reduce pharmacists’ uncertainty during decision
making. Data warehouses collect information such as
patient demographics, diagnostic information, adverse
drug reactions and drug allergies, laboratory results,
and drug profiles to make them available for use by
clinical decision makers.

Wireless networks afford health care professionals
greater flexibility to render patient care because they
allow care to be moved to patients instead of having
to bring patients to the care. PDAs are used to inter-
face with wireless networks, which makes delivery of
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Table 6-1. Sample of Modules Available for Licensing to Pharmacy Information System Developers from

First Data Bank

o Dosage Range Check Module
on patient-specific parameters.

o Drug Allergy Module
and specific patient-known allergens.

Identification of safe dosage levels and frequency of administration based

Identification of potential allergic reactions and cross-sensitivities between drugs

e Drug Images Module High-resolution digital images of prescription and OTC products for visual

verification of correct dispensing and administration.

e Drug Imprints Module Physical descriptions of over 30,000 prescription and OTC products for correct

dispensing and administration.
o Drug Indications Module

Identification of all drug products available to treat a specific condition.

o Drug Precautions Modules Minimization of potential contraindications between drug use, medical
conditions, age (pediatric and geriatric), pregnancy, and lactation. Includes Pediatric Precautions Module,
Geriatric Precautions Module, Pregnancy Precautions Module, and Lactation Precautions Module.

o Drug-Alternative Therapy Interactions Alerts of drug interactions with herbals, dietary supplements, and

other alternative-therapy agents.

e Drug—Disease Contraindications Module Assessment of drug use in patients who have specific diseases
or health-related conditions or who have had certain procedures or diagnostic tests.

o Drug-Drug Interaction Module Alerts to help prevent harmful drug—drug interactions; reports only drug
interactions that are clinically significant. Full-text monographs for professionals included.

e Duplicate Therapy Module Accurate, timely alerts to potential duplications of drug therapy, drug

ingredients, and prescription refills.

» [ntravenous Compatibility Module Data for automatic screening of physiochemical compatibility and

incompatibility of IV preparations.

o MedTeach Monographs Database of detailed patient education information that allows health care
professionals to offer patients easy-to-use written instructions on drug therapy.

o Prescriber Order-Entry Module Common dosage order database of standardized inpatient and outpatient
medication orders, ready for integration into providers’ order-entry or prescription-writing systems; helps

prevent prescribing errors.

o Side-Effects Module Decision-support tool to quickly identify and monitor side effects.

information at the time it is most needed much more
feasible (Felkey and Fox, 2003b).

Programs that are updated frequently, even daily,
are available, and they can be put onto a PDA to give
pharmacists access to the most up-to-date information.
Clinical evaluation of the new PDA drug information
programs has begun but is complicated by the constant
updating of databases and the lack of a certification
board. However, evaluations are useful for the publish-
ers of these programs because they provide valuable

feedback and have the potential to improve the quality
of drug information.

ePocrates RxPro is a software program that is avail-
able for PDAs that contains comprehensive drug infor-
mation, including alternative medicines and infectious
diseases (Fig. 6-1). It is updated on a daily basis. One
helpful advantage of this software is that it includes
region-specific formulary information to aid clinicians
in selecting a product that is covered by the patient’s
insurance. LexiComp Platinum (Fig. 6-2) is another
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Figure 6-2. Screen shot of LexiComp Platinum software for
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comprehensive program available for PDA download
and in one evaluation was named the “most clinically
dependable” and was cited as offering the “greatest
breadth of information” of the programs evaluated (En-
ders, Enders, and Holstad, 2002). Monographs that are
ofhigher quality than most pharmacy management sys-
tems provide can be printed at the point of care and are
available through the Micromedex electronic package
of products.

Over 26,000 health and medication sites exist on
the World Wide Web. DrugDigest.org is an evidence-
based Web site for consumers that contains a compre-
hensive drug database and aims to empower consumers
by providing nonbiased drug and health information.
Unique to this site are drug—drug comparisons, side-
effect comparisons, and a drug-interaction checker that
is written in consumer language. In addition, the site
has streaming video to instruct patients on the proper
administration of insulin and eye and ear drops and
the proper use of inhalers.

There is technology emerging that could facili-
tate provider reimbursement for dispensing what has
been described as “prescription-strength information”
(Kemper, 2002, p. 116) or information resources that
can be “prescribed” for patients. These resources can
be used to motivate patients to pursue and manage
their own care. It is possible to equip patients with
self-care management information to help them de-
termine when professional care is needed and how to
self-treat simple injuries and maladies. Patients tradi-
tionally have depended on learned health professionals
to sort out what is important for them to know and
in what sequence they should perform changes in their
health behaviors. Thus, dispensing information of this
sort some day may become reimbursable.

SELECTION PROCESS

It is important that pharmacy and the pharmacy direc-
tor be involved in the selection and implementation
process, even though in reality sometimes information
system (IS) decisions are made at the health system
level (Sanborn, 2007). The responsibility of fully real-
izing the benefits remains an important key to success
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and should not be overlooked after selection of the ap-
propriate system (Clark, 1999). The addition of new
technology for a pharmacy organization is a consider-
able investment in time and money and may be rela-
tively long term. The selection of new technology may
not be reversible and thus is a critical decision not to
be taken lightly. The process used for selecting new
technology should not be initiated until an organiza-
tion determines what the technology needs to accom-
plish. The organization should answer the following
specific questions prior to selection/addition of new
automation/technology (Lewis, Albrant, and Hagel,
2002):

o What do we need it to do? The purpose of the new
technology should be clearly identified by the orga-
nization.

Will it do what we think it can do? The new
automation/technology needs to function up to the

expectations of the organization.

® Do we need it? The new automation/technology
should be clearly advantageous for the organization
to incorporate it and not simply technology for tech-
nology’s sake.

o What is the cost-benefit ratio or return on investment?
There should be a clear advantage in terms of cost
benefit and return on investment (ROI). For exam-
ple, an investment of $100,000 in technology that
generates an additional profit of $40,000 for a year
would have a return on investment or an annual-
ized ROI of 40 percent. If this rate continues over
time, the initial investment would be recouped in
2.5 years.

o [s it affordable? To answer this question, the organi-
zation’s strategic plan and capital budget should be
consulted.

o What is its expected longevity? Technology requires
continuous updating and soon becomes obsolete;
therefore, one must take a realistic approach when
considering how long the technology will last.

o What kind of support will be needed? What is the cost of
these services? It is important for the potential client
to inquire about the type and cost of support services
the vendor has to offer.

o What kind of regular maintenance will be needed?
The cost of regular maintenance and how often it
is needed are important considerations when imple-
menting new automation/technology.

o Willstaff and patients accept this change? If staff mem-
bers do not accept this change in technology, they
will not want to use it. Training programs can help
to overcome this barrier.

o [s the system adaptable? For example, can the capacity
of the system be increased as needed?

Many organizations realize that they do not have
adequate time to build their own systems to address or-
ganizational needs. These organizations therefore must
go through a technology selection process. The deci-
sion to partner with IS companies should be taken
very seriously. Due diligence is the term given the pro-
cess where purchasers assure themselves of the benefits
of the technology and the vendor’s financial stability.
Whenever a new technology is being considered, it
is recommended that organizations determine where
they are going with a proposed change before they be-
gin a selection process. In this way, the technology will
be selected based on its ability to help achieve orga-
nizational goals. Technology is a tool that should be
adapted to organizations rather than the reverse (see

Chapters 3 and 4 on planning).
Security and HIPAA Compliance

Considerations

A survey conducted by the Medical Records Institute
in 2002 on health care practitioners’ concerns with the
implementation of mobile technology devices and ap-
plications cited security/confidentiality when sending
or receiving information and the lack of Health Infor-
mation Portability and Accountability Act (HIPAA)
compliance as primary concerns by 50 and 34 per-
cent of respondents, respectively. Confidentiality and
security of information against unauthorized access
must be HIPAA-compliant. A number of systems are
available that can help a pharmacy organization to re-
main in compliance with HIPAA regulations. Phar-
macists are required by law to use reasonable methods
to ensure that protected health information remains
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confidential. From a technology standpoint, firewalls,
which usually are delivered as combinations of hard-
ware and software, should be used to protect computer
systems from undesirable access. Firewalls do this by
requiring users to be authenticated in their level of
allowable access to the system. A firewall may allow
public access to a limited set of information while re-
stricting any access to patient information unless an
authorized user with an appropriate password from a
known location is making the attempt.

Technology that digitally captures patient signa-
tures, encryption software, and telecommunication all
may be necessary to protect the privacy of patients
and the security of pharmacy data. Pharmacists also
must ensure that affiliated businesses are using proper
procedures to protect any information they handle on
behalf of the pharmacy. Even transactions necessary for
the business functions of a pharmacy must be secure
to protect patient identity.

Documentation Is a Must!

In pharmacy, it is often said, “If it isn’t documented,
it didn’t happen.” With this in mind, it is easy to un-
derstand the importance of a system that is conducive
to and promotes documentation. There is a need to
build or select systems in which documentation is of-
fered as a by-product of the transactions performed by
professionals. Ideally, the system should anticipate and
prepopulate documentation forms. Documentation is
an absolute must in any well-designed information sys-
tem, and therefore, a system should not even be con-
sidered unless it promotes efficient documentation.

The Vendor as a Selection Criterion

When selecting from a choice of software products,
the director of pharmacy should consider the prod-
ucts’ vendors. The company’s good reputation and its
ability to provide referrals from former and existing
clients are essential. Installation planning should be
suitable for the organization’s needs yet realistic for the
vendor. While the vendor is responsible for system de-
sign, much of the installation, education, and training
of employees will fall on the shoulders of the pharmacy
department.

Acquisition cost of the system itself can be signif-
icant, but it represents, in many cases, only a relatively
small percent of the total system cost over time. Many
factors in addition to the acquisition cost of the system
need to be considered, such as the costs of software
updates, hardware maintenance, service contracts, and
claims processing (Lewis, Albrant, and Hagel, 2002).
Table 6-2 provides a checklist of items that a pharmacy
should consider when selecting software and software
vendors (Felkey and Fox, 2003b).

Resources to Obtain Necessary Data in the
Selection Process

The list of considerations in Table 6-2 is extensive.
One can become bogged down in the selection process
without a firm grasp of where to seek this information.
Directors of pharmacy can employ several resources to

Table 6-2. Things to Consider When Selecting
Software and Software Vendors

¢ |dentification of vendors being considered

¢ Evaluation of service offered

e Cost of the system

¢ Details of installation

« Vendor ability to personalize the technology to
meet goals

¢ |dentification of safety and quality assurance
features

¢ Integration with other existing clinical
information systems, Internet, managed care,
and other existing information systems

o |dentification of specialized features that
distinguish one system from another

* Appropriate security features (must be
HIPPA-compliant)

¢ Determination of the frequency of system
upgrades

e Supplemental equipment needed for the system
to function optimally and the cost

e Supplies needed (e.g., special paper, vials,
barcoding, labels)

e Provision of employee education and training
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obtain the necessary data, such as direct contact with
the vendor, contact with current and previous clients of
the vendor, evaluation reports on selected technologies,
consultants, and the Internet. The Internet can be used
to seek feedback on products. Most vendors have infor-
mation about their product available on the Internet;
therefore, research and retrieval are made much eas-
ier. If specific information is not included on the Web
site, then the vendor can be contacted for further clar-
ification/information. A credible and knowledgeable
consultant who specializes in health care technology
and, more specifically, in pharmacy technology can of-
fer advantages by doing some of this time-consuming
research. The pharmacy manager or director may check
with colleagues to see if they have used a consultant and
ask them if they would work with that consultant again
if given the chance, or consultants may be located via
the Internet. Another option would be to visit clients
of vendors under consideration to determine if they
are satisfied with the vendor’s product and service and
whether, if given the choice, they would invest with
the same vendor again.

MAINTENANCE

After the system has been implemented, there is need
for ongoing maintenance, and this can often be done by
the IS department and the vendor. However, optimiza-
tion of the technology often depends on the pharmacy
department to work with both parties for the technol-
ogy to be optimized. This is an often underrecognized
area and should occur in an ongoing fashion because
it is critical to patient safety (Sanborn, 2007).

Maintenance by the Vendor

Regardless of the age or cost of information and hard-
ware systems, all require some form of maintenance.
Maintenance involves updating, changing, or improv-
ing the existing system. The goal is to continually
improve the system’s functionality and usability while
minimizing the time that it is nonoperational (down-
time). Ideally, information systems should require only
minor or routinely scheduled maintenance. There are
two kinds of maintenance or downtime: scheduled

and unscheduled. Scheduled downtime is performed
routinely to prevent major system failures that could
cause serious interruptions in workflow. Developers of
critical systems try to build in levels of redundancy
and fail-safe system monitors to reduce unscheduled
downtime. Unscheduled downtime occurs when a sys-
tem is not operational and the downtime was not
planned.

Most software and hardware companies offer tech-
nical support for their products. Technical support usu-
ally involves highly trained individuals that update, fix,
or change existing hardware and software products.
Older programs generally require more expensive and
time-consuming modifications and hardware replace-
ments. Newer products continue to improve, and thus
maintenance costs should decline (Stair, 1996). Invest-
ing money upfront on quality information systems and
well-designed programs should pay off in the end.

User-Performed Maintenance and Upkeep

Some maintenance or upkeep will be performed on
a routine basis by the vendor and/or IS department.
In addition to routine maintenance, including clean-
ing of equipment and changing of printer toner car-
tridges, some pharmacy information systems still de-
pend on data cartridges to store valuable data. For
example, pharmacists using data cartridges exchange
them daily to avoid losing valuable patient-specific
data. Loss of data, which includes medication history,
allergies, and refill information, may compromise pa-
tient safety. There is no way to estimate the time it
would take for a pharmacist to reconstruct profiles and
gather missing information that would need to be en-
tered manually into an information system.

Systems Integration

The complexity of existing information systems makes
system integration difficult. This is further complicated
by the general lack of standards in the information
technology field. “What is an integrated system?” is a
common question in the health care field. Complete
integration involves integration from order entry [e.g.,
computerized physician order entry (CPOE)] to dis-
tribution of medication to billing and inventory. An
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integrated system can consist of a single system or mul-
tiple systems that transfer, manipulate, and use infor-
mation seamlessly across the entire enterprise.

It was reported by the Institute for Safe Medication
Practices (ISMP) in 2000 that fewer than 5 percent of
physicians were “writing” prescriptions electronically.
In 22000 white paper entitled, “A Call to Action: Elim-
inate Handwritten Prescriptions within 3 Years,” ISMP
recommended the use of electronic prescribing by clin-
ician order entry to reduce medication errors (ISMP,
2000). CPOE can help to reduce errors in the delivery
and transcribing of orders to the pharmacy where the
orders are filled. Order management can be used to
control inventory and alert pharmacy staff (and even
the patient) of the status of a prescription. For example,
some national chain pharmacies have the capability of
alerting the patient by phone or e-mail if a prescription
is ready or if other action needs to be taken before the
prescription can be picked up. The system should also
be able to report results, such as the number of pre-
scriptions filled, the revenue generated over a specified
time, and medication error reports.

An integral part of the integration process is doc-
umentation. The system should support and be con-
ducive to the process of documentation on a patient’s
electronic medical record. The use of critical pathways
and other tools to aid clinical decision support facili-
tates the use of evidence-based medicine and appropri-
ate therapeutic use of medications. Access to patient-
specific data such as drug allergies (e.g., anaphylaxis to
penicillins) and laboratory values (e.g., kidney function
or liver function) will help to minimize adverse drug re-
actions and maximize appropriate use of medications.
The system should have Internet access or appropriate
offline resources available on the organization’s intranet
to ensure that appropriate clinical literature and drug
information resources can be consulted when needed
and evidence then can be placed in the electronic med-
ical record (EMR), which is a subset and data contrib-
utor to the electronic health record (EHR). The data
in the EMR is the legal record of what happened to the
patient during his or her encounter with a provider,
and the EHR is owned by the patient and can even

include patient input and access that spans episodes of
care across multiple providers within a community, re-
gion, or state (or, in some instances, countries). EHRs
are reliant on EMRs being in place, and EMRs will
never reach their full potential without interconnected
EHRs being in place (Garets and Davis, 20006).

EMRs versus EHRs

The EMR is increasingly a part of the pharmacist’s
practice in every practice setting.

ACCEPTANCE OF NEW
TECHNOLOGY BY
EMPLOYEES

Prior to a new system being implemented, careful plan-
ning and design must occur. This planning needs to in-
clude all relevant potential users of the new technology,
including clinicians, staff pharmacists, patients, and
other departments that will be affected by the system.
Determining the resources necessary for implementa-
tion is key to the success of the new system (Sanborn,
2007). No matter what their level of computer skills,
employees must see personal advantage to want to use
the technology. For instance, they must believe that the
technology will provide some benefit to them, such as
increased efficiency. Training programs regarding pur-
pose and proper use of new technologies/information
systems are critical for gaining acceptance by employ-
ees. Implementation of new technologies should be
gradual. Tulley (2000) reported that the Davies Pro-
gram (instrumental in the study of computer-based
patient records) identified response time, reliability,
and ease of use as critical technology requirements for
end users. Thus pharmacy managers/directors must be
adept at managing change, allowing input from em-
ployees in the selection and implementation of new
technologies. They must be empathic to employee con-
cerns about switching technologies yet firm about the
need to do so. Managers must train employees prop-
erly on the use of the new technology and allow some
transition time between the preexisting and new tech-
nology.
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OFFLINE, ONLINE,
INTRANET, INTERNET, WEB
PRESENCE, EXTRANET, AND
E-COMMERCE

Internet

Enhancements to pharmacy practice made possible by
the Internet can be expressed in terms of the three C’s:
content, communication, and commerce (Felkey and
Fox, 2001). In the widely known book, Internet for
Dummies, the Internet is defined as “all of the comput-
ers in the world talking to all of the other computers
in the world” (Levine, Bauroudi, and Levine, 1996).
Use of the Internet for health care purposes is growing
exponentially, with well over 200 countries connected

globally.

Internet Content

Thousands of Web sites are available to assist health
care professionals in providing drug information use-
ful in pharmaceutical care. One source reported that by

the end of 2002, almost 93 million Americans (which
equals about 80 percent of adult Internet users) had
used the Internet to look for health information (Fox
and Fallows, 2003). Owing to the fact that anyone (re-
gardless of educational background or credentials) can
post a Web site, the reliability and validity of health
care information on the Internet vary widely. Hence
pharmacists must have skills to evaluate the useful-
ness, accuracy, and quality of the information available.
Table 6-3 identifies characteristics of credible, reliable
information and appropriate criteria for evaluating the
quality of Internet sites, respectively.

Many medical and pharmacy information re-
sources can be accessed efficiently via the Internet (in-
cluding information that can be used at the point of
care), such as practice guidelines, tertiary references,
and governmental/regulatory information. High-quality
graphics are plentiful on the Internet and can bene-
fit pharmacists in both patient education and prepa-
ration of presentations. Using multimedia resources
with patients should improve their retention and

Table 6-3. Things to Consider When Evaluating the Credibility of Internet Web Sites

e Ownership of the site. Can help to determine if there may be a potential commercial bias.

o Authors of the material. Can help to determine credibility of information. This information should be
readily available, commonly contained in the “About Us” section of the site. Sites having a qualified staff
generally make it known because it is to their advantage to state their credentials and establish credibility

with the user.

* Review process. Gives the user an idea of how meticulous the site is about its postings. It is preferable
that site uses a peer-review process. For example, each document that is posted on the Web site goes
through an editorial process of equally qualified persons, or peers (peer review).

o [ast update on each page clearly defined. This will give the user an idea of how current the information is

on the page.

e Believable claims. If it is not believable or cannot be validated by a reliable and credible source, the user
should beware. As the old saying goes, “If it sounds too good to be true, it probably is.”
o Support for the information found. If no other source confirms the information found on the site, the site

may not be accurate.

» Referencing of the information. A good indicator for support of the information is the use of proper

referencing on the Web site.

Source: Health on the Net Foundation Web site, www.hon.ch/; accessed on May 19, 2007.
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comprehension of health education content. For exam-
ple, a McGraw-Hill collection of over 150 video-based
explanations of common conditions can illustrate visu-
ally what is actually happening physiologically during
a disease process. Leaflets that contain illustrations and
tell patients in a customized manner can equip them
to be successful in their treatment regimens.

Internet Communication

E-mail has changed the way in which we communicate
drastically. Many people now prefer to communicate
via e-mail than by telephone or regular mail. Some pa-
tients e-mail questions to their health care providers
and access information on consumer-oriented Web
sites. E-mail communication may have the potential
to improve compliance to medications. For example,
some pharmacies provide reminders via e-mail when
a chronic medication refill is almost due and a re-
minder when the prescription is filled and ready for
pickup. The cost to send this kind of message is neg-
ligible, and the results can be positive both therapeu-
tically and financially. Education can be provided on
chronic disease states specific to the individual by elec-
tronic newsletters produced by the organization as
an attempt at patient education. It is now possible
to e-mail, phone, access the Internet, fax, and have
pager capabilities all in one device. Videoconferencing
can enable pharmacists to communicate with other
colleagues and patients at a reasonably economical
cost.

One problem with the use of e-mail is its poten-
tial lack of security. Employers legally own the e-mail
that is delivered to their systems for use by employees.
Many information technology (IT) departments rou-
tinely monitor e-mail traffic that could contain confi-
dential information. If a pharmacist were to e-mail a
patient at work to inform him or her that a refill med-
ication was due, that patient’s confidentiality could be
compromised. Alternatively, if patients were told that
new information is posted on their pharmacy’s Web
page, a browser would give them access to their con-
fidential information behind a secure firewall, which
could protect that information from unauthorized ac-
cess.

Regulation and quality control of content on the
Internet have been difficult, but some organizations
have developed criteria for developing health Web sites.
A Swiss organization called the Health On the Net
(HON) Foundation has provided guidance in setting
ethical standards for Web site developers. The mission
of the HON Foundation is to guide consumers and
health care practitioners to useful and reliable infor-
mation regarding health and medications. The foun-
dation has a “HON Code of Conduct” (“HONcode”)
for medical and health Web sites. This includes a set
of eight principles that a site must possess before the
HON emblem may be displayed on the Web site and a
“SiteChecker” to help users determine whether a Web
site is following the principles of the HONcode. Table
6-4 displays the ethical principles established by the
HON Foundation for Internet-based health informa-
tion. If the Web site meets criteria from a review process
and is granted permission by the HON Foundation, it
may display the HON logo.

Interner Commerce
An increasing number of pharmacies are switching to
Internet-based prescription claims processing. Phar-
macies are discovering that processing prescriptions
over the Internet is both quicker and less expensive than
dial-up or manual claims processing. E-commerce of-
fers unlimited opportunity for pharmacies to increase
visibility, and this opens a new avenue for additional
sales. Independent pharmacies can offer personalized
services via the Web, whereas chain pharmacies can
increase efficiency by allowing online refills and hous-
ing a drug information database on their Web sites
with consumer access. It is important for pharmacists
to recognize that as they incorporate e-commerce into
their practices, they must be cognizant of maintaining
a personal relationship with their patients. The Inter-
net may be best used by corporate chain pharmacies to
refer patients to a bricks-and-mortar (physical) phar-
macy when appropriate (Felkey and Fox, 2001a).
The National Association of Boards of Pharmacy
(NABP) has recognized the special needs and prob-
lems that Internet pharmacy has created. In the spring
of 1999, the Verified Internet Pharmacy Practice Sites
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Table 6-4. HONcode’s Ethical Principles for Internet-Based Health Information

1. Authoritative. Indicate the qualifications of the authors. Any medical or health advice provided and
hosted on this site will only be given by medically trained and qualified professionals unless a clear
statement is made that a piece of advice offered is from a non medically qualified individual or

organization.

2. Complementarity. Information should support, not replace, the doctor—patient relationship. The
information provided on this site is designed to support, not replace, the relationship that exists
between a patient/site visitor and his or her existing physician.

3. Privacy. Respect the privacy and confidentiality of personal data submitted to the site by the visitor.
Confidentiality of data relating to individual patients and visitors to a medical/health Web site, including
their identity, is respected by this Web site. The Web site owners undertake to honor or exceed the legal
requirements of medical/health information privacy that apply in the country and state where the Web

site and mirror sites are located.

4. Attribution. Cite the source(s) of published information, date, and medical and health pages. Where
appropriate, information contained on this site will be supported by clear references to source data and,
where possible, have specific HTML links to those data. The date when a clinical page was last modified
will be clearly displayed (e.g., at the bottom of the page).

5. Justifiability. Site must back up claims relating to benefits and performance. Any claims relating to the
benefits/performance of a specific treatment, commercial product, or service will be supported by
appropriate, balanced evidence in the manner outlined above in principle 4.

6. Transparency. Accessible presentation, accurate e-mail contact. The designers of this Web site will seek
to provide information in the clearest possible manner and provide contact addresses for visitors who
seek further information or support. The Webmaster will display his or her e-mail address clearly

throughout the Web site.

7. Financial disclosure. ldentify funding sources. Support for this Web site will be clearly identified,
including the identities of commercial and noncommercial organisations that have contributed funding,

services, or material for the site.

8. Advertising policy. Clearly distinguish advertising from editorial content. If advertising is a source of
funding, it will be clearly stated. A brief description of the advertising policy adopted by the Web site
owners will be displayed on the site. Advertising and other promotional material will be presented to
viewers in a manner and context that facilitate differentiation between it and the original material

created by the institution operating the site.

Source: Health on the Net Foundation, www.hon.ch/HONcode/Conduct.html.

(VIPPS) Program was unveiled in response to pub-
lic concern over the safety of Internet pharmacy sites.
VIPPS is a certification that is earned after a phar-
macy complies with licensing and inspection require-
ments of its state and of each state in which it provides
goods and services to patients. Pharmacies that have

earned the VIPPS seal have demonstrated that they are
in compliance with standards on protection of patient
privacy, security and authentication of prescription or-
ders, quality assurance, and the provision of consulta-
tion between patients and pharmacists. Sites that are
certified by VIPPS bear a hyperlink seal.
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Intranets

Another source of information thatemployees of health
care organizations commonly have access to is in-
tranets. Often an organization’s intranet has Internet
access but is firewalled so that its computers cannot be
reached directly by anyone outside the organization.
This can be achieved by requiring an identification
password for access to a Web site. Intranets can pro-
vide a rich environment for sharing ideas and receiving
consultation from peers and for the efficient sharing
of resources. Extranets, on the other hand, while sim-
ilar to intranets and accessible by the Internet, require
access authorization and typically are used to connect
a pharmacy with its business partners, such as drug
wholesalers. The Web site may be accessed for support
in ordering and tracking a pharmacy’s order. Patient
identifying information often is unavailable for access
by business partners and other stakeholders. Yet an-
other source of information is offline references that
may be stored on the internal capacity of the computer
(Felkey and Fox, 2003b).

AUTOMATION AND
ROBOTICS

Several key factors drive the need for automation. A
national shortage of pharmacists in the face of ever-
increasing prescription volumes is one major impetus.
Another is the profound need to reduce the incidence of
medication errors. Still another is the opportunity cre-
ated by automation to enhance the role of pharmacists
in patient care. Finally, consumers’ demand for speed
and convenience further enhances the attractiveness of
automation in pharmacy operations (Lewis, Albrant,
and Hagel, 2002). Technology has the ability to accel-
erate the movement of pharmacists from the traditional
dispensing focus to that of a patient-centered role.

In order for this to happen, pharmacists must be
knowledgeable about automated technologies to deter-
mine their appropriate managementand to incorporate
them into their practices. As these technologies become
more common, pharmacists will be forced to expand

their knowledge of technology and automation. The
white paper on automation in pharmacy identifies im-
portant skills necessary for pharmacists to acquire: (1)
how to operate automated pharmacy systems to pro-
duce desired outcomes, (2) how to recognize if a system
failure occurs, (3) how to address a failure correctly so
that patient safety is protected, and (4) how to get fail-
ures corrected quickly (Barker et al., 1998). For phar-
macists to obtain these skills, an education and training
program for employees that use automation should be
developed and evaluated periodically for efficacy. Core
objectives of the training must include the purpose
and capabilities of the system, minimum competency
required by operators, and how system failures can oc-
cur. There should also be a plan in place for when
system failure occurs, and it should be rehearsed peri-
odically (Barker et al., 1998).

Automation can reduce medication errors if it is
implemented properly because it reduces the num-
ber of manual functions necessary to complete a task,
thus reducing the chance for mistakes. Automation
has helped to reduce the time that pharmacists spend
preparing, labeling, and packaging medications, and
this time can be reallocated to pharmaceutical care ac-
tivities (Lewis, Albrant, and Hagel, 2002).

Another advantage of automation is inventory
control. It is more efficient and accurate than manually
completing this task and can result in reduced inven-
tory costs. Automation can capture charges more effi-
ciently and accurately than can be performed manually.
It improves the billing process by detailing when med-
ications are used, who dispenses or administers them,
and who receives them (Lewis, Albrant, and Hagel,
2002). Automated inventory control can perform a
number of functions, including monitoring inventory
and automatic reordering when inventory reaches a
quantity that can be preset by the pharmacy.

SURESCRIPTS

SureScripts was founded in 2001 by the National As-
sociation of Chain Drug Stores (NACDS) and the Na-
tional Community Pharmacists Association (NCPA)
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their mission is to improve the quality, safety, and effi-
ciency of the overall prescribing process. The Pharmacy
Health Information Exchange operated by SureScripts
is the largest network to link electronic communica-
tions between pharmacies and physicians, allowing the
electronic exchange of prescription information. The
pharmacy population that it focuses on is community
or retail pharmacies (www.surescripts.com/).

COMPUTERIZED
PHYSICIAN/PROVIDER
ORDER ENTRY (CPOE)

Computerized physician/provider order entry (CPOE) is
defined as the computer system that allows direct en-
try of medical orders by the physician or person with
appropriate licensure and privileges to do so. Directly
entering orders into a computer has the benefit of re-
ducing errors by minimizing the errors caused by hand-
written orders, but even a greater benefit is realized
when the combination of CPOE and clinical decision-
support tools is implemented together.

Implementation of CPOE is being encouraged in-
creasingly as an important solution to the challenge
of reducing medical errors and improving health care
quality and efficiency. But use of CPOE is not yet
widespread in part because it has a reputation for be-
ing difficult to implement successfully.

CPOE.org is a Web site that presents the results of
research by the Physician Order Entry Team (POET)
at Oregon Health & Science University. The team
is funded by a grant from the National Library of
Medicine to study success factors for implementing
CPOE. This Web site also provides access to a col-
lection of resources and links regarding CPOE (www.
ohsu.edu/academic/dmice/research/cpoe/index.php).

TELEHEALTH

Telehealth is a recent innovation that brings care di-
rectly to the patient, allowing health care practitioners
to provide services from remote locations (Felkey and

Fox, 2001b). Telehealth employs telecommunications
and information technology. It is an umbrella concept
under which telemedicine, telenursing, and telephar-
macy fall. It combines practices, products, and services
that make it possible to deliver health care and infor-
mation to any location.

TELEPHARMACY

The NABP defines telepharmacy as “the provision of
pharmaceutical care through the use of telecommu-
nications and information technologies to patients at
a distance” (National Association of Boards of Phar-
macy, 2000). For example, one of the most basic forms
of telepharmacy is a pharmacy Web site that can be ex-
panded and developed to offer patient care functions. A
basic pharmacy Web site may include information that
lists hours of operation, location and directions, and
specialized services available. This basic setup then can
be expanded to offer patient care such as an e-mail re-
quest for a refill or more advanced functions such as an
“Ask the Pharmacist” service. Even the most basic Web
presence provides the potential to expand a customer
base by way of increased visibility. Options and services
can be added based on the level of commitment that
the organization has toward telepharmacy. A high-level
option that has significant potential in pharmacy is
videoconferencing. By connecting with patients in re-
mote areas, videoconferencing may afford pharmacists
the opportunity to enhance outcomes and possibly ob-
tain reimbursement for providing care. ScriptPro is an
innovator in this capacity and has developed a video-
conferencing system that allows a pharmacist in one
location to counsel and dispense a prescription to a
patient in a different location.

Pharmacists must demonstrate the importance
of their role as medication experts who identify, re-
solve, and prevent drug-related problems through this
medium (Felkey and Fox, 2001b). If a pharmacist
wishes to implement counseling by teleconferencing,
basic equipment can be purchased for as little as a
few hundred dollars; however, more advanced, cutting-
edge technology may cost tens of thousands of dollars.
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REVISITING THE
CASE—MAKING LIFE EASIER

Jennifer’s situation would be so much easier if the sys-
tems were integrated and information could be pre-
populated in the appropriate fields. Why is it not pos-
sible that when the drug is entered, it is also subtracted
automatically from the pharmacy inventory? The ap-
propriate patient should be charged automatically for
the drug. Laboratory information should be sent auto-
matically to Jennifer, who then simply could verify the
orders to be sent to the laboratory, and nursing could
be notified to draw the appropriate levels. Finally, the
EMR should reflect what was done for documentation
purposes. This documentation should occur as a by-
product of her taking care of the patient. If this were
happening, Jennifer could spend more time providing
education to physicians on appropriate drug utiliza-
tion, providing patient care, and having the kind of
impact on patient outcomes that she intended when
she chose pharmacy as a career and this particular site
as her first professional position.

CONCLUSION

The fundamental role of technology is to enhance the
work of human beings. In pharmacy, technology will be
one of the factors that will greatly assist motivated phar-
macists in transitioning their practices from a product
to a patient focus. Pharmacists should be able to de-
ploy technology at the point of care that will increase
efficiency and reduce medication errors. To accomplish
this, it is critical that they be accepting and knowledge-
able of the latest innovations. They should also bear in
mind that all technologies have limitations. Such tech-
nologies as computerized physician order entry and
electronic health records will continue to improve in
accuracy and efficiency, and fully automated systems
will become the norm in future pharmacy operations.
Pharmacists can and should take a leadership role by
incorporating technology into their practices (Rough,
2001). Integral to this process is identification of needs,
selection of vendors that can serve those needs, and
proper implementation. Pharmacy directors and phar-

macy departments must carefully plan their decision
to invest in and select appropriate technologies, as well
as ongoing maintenance and optimization.

QUESTIONS FOR FURTHER
DISCUSSION

1. How might the use of technology continue to affect
the practice of pharmacy in the future?

2. What will be the impact on the quality and cost of
health care when quality data are readily available
at patient bedsides?

3. How might a pharmacist keep pace with techno-
logical advances in the practice of pharmacy?

4. Describe the use of technology at your current
workplace. How has this technology enabled the
pharmacy to operate more effectively? Is the tech-
nology managed appropriately? What could be
done to manage it more appropriately?
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LEARNING OBJECTIVES

After completing this chapter, students should be able to

p—

Discuss the importance of quality in pharmacy practice.

N

Describe how quality is measured in pharmacy practice.

3. Justify the use of successful quality practices employed by other industries in
pharmacy practice.

4. Explain the differences between quality assurance, quality control, and continuous

quality improvement.

List three methods for ensuring quality in pharmacy practice.

Outline the steps necessary for a successful continuous quality improvement plan.

Prioritize areas/functions most suitable for conducting a quality analysis.

Identify sources for additional information about quality assessment and improve-

ment.
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SCENARIO

It happened again last night. One of the television
newsmagazines aired an exposé on pharmacy errors
during prime time. As soon as she saw the advertise-
ment for the program, Anita had that sinking feeling in
her stomach. Anita has been employed as a chain com-
munity pharmacy technician for the past 3 years during
pharmacy school. Recent months have witnessed sev-
eral dispensing errors made by pharmacists at her store
that she has found out about. Luckily, no patients were
seriously hurt as a result, but they could have been.

Anita arrived 10 minutes early for work the next
morning. The first thing she saw when entering the
store was the harried manner in which her boss, phar-
macist Pat, was rushing around looking for something,
and three of the phone lines were ringing simultane-
ously. When he saw her, Pat said, “Anita! I'm so glad
you are here. We've got a problem, and we need to
act fast. Patients started calling an hour ago. They are
calling in response to that news show last night on
pharmacy errors. Did you see it? Anyway, the patients
want to know how they can be sure they are getting
the right medications. I remember the district man-
ager asking us to implement the corporate CQI pro-
gram, but I can’t remember where I put the manual—
not that I understand it anyway.” Pat heaved a sigh,
looked at Anita, and said, “You’ve learned about im-
proving quality in school, right? Can you please help?”
Anita knew that it was going to be quite a challenging
day.

CHAPTER QUESTIONS

1. How is quality defined within the context of phar-
macy practice?

2. Define health care quality in layperson’s terms.

3. How can the need for quality improvement be jus-
tified to decision makers?

4. How can quality be measured?

5. What can pharmacy organizations learn from other
industries concerning quality?

6. List the steps of a continuous quality improvement

(CQI) model.

7. List four practical CQI suggestions for the pharma-
cist.

WHAT IS QUALITY?

Quality may appear to be a nebulous term. We know
what quality is when we see it, but the definition is often
subjective. In fact, there are quite a few definitions
of quality. For example, Webster’s Dictionary defines
quality as a “degree of excellence” (Merriam-Webster,
2003). While this definition provides a framework for
quality in general, it is also helpful to examine the
definitions of quality specific to health care.

The U.S. Office of Technology Assessment has
defined the quality of medical care as “evaluation of
the performance of medical providers according to the
degree to which the process of care increases the prob-
ability of outcomes desired by patients and reduces the
probability of undesired outcomes, given the state of
medical knowledge” (Congress of the United States,
Office of Technology Assessment, 1988).

The Institute of Medicine (IOM), in a report en-
titled, “Medicare: A Strategy for Quality Assurance,”
stated that “quality of care is the degree to which health
services for individuals and populations increase the
likelihood of desired health outcomes and are con-
sistent with current professional knowledge” (Lohr,
1990a), whereas Ovretveit (1992) simply states, “A
quality health service/system gives patients what they
want and need.”

An amalgamation of these definitions may pro-
vide the best explanation of the concept of quality in
health care. Each provides additional insight into qual-
ity, what we can expect from quality, and how quality
can be perceived. Webster’s definition supports the idea
that quality is a continuum of excellence or the lack
thereof. From the Office of Technology Assessment
definition it can be said that in medical care, quality
can be measured and used to evaluate the care delivered
by health care providers. This definition also implies
that the care offered to patients should increase the
probability of positive outcomes (e.g., getting rid of an
infection) and decrease negative outcomes of care (e.g.,
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death). The care offered to patients should be the most
current. The IOM definition is similar but a little more
straightforward. The Ovretveit definition incorporates
judgments by the end users of medical care to define
quality. While this broadened perspective has merit,
patients may not be the best judges of the quality of
medical care because even though they may know what
they want from medical care, they may not have well-
defined notions of what they need from medical care.
Thus it is up to the medical provider to offer quality
care to benefit the patient even when the patient does
not know what he or she needs. While this may appear
paternalistic, it seems reasonable that any person who
is not an expert in a field may not know all the best
alternatives.

So what is quality in pharmacy practice? Extrap-
olating from the preceding discussion, it can be said
that quality in pharmacy practice

e Represents a degree of excellence

e Increases the probability of positive outcomes
* Decreases the probability of negative outcomes
e Corresponds with current medical knowledge
o Offers the patient what he or she wants

o Provides the patient with what he or she needs

Understanding these aspects of quality will help
Anita and Pat explain pharmacy quality to patients
and will serve as the basis for pharmacy improvement.

HOW IS QUALITY
MEASURED?

Historically, pharmacy practice quality has been mea-
sured by assessing its structure, process, and outcomes
(Donabedian, 1969, 1992). Simply put, for a good or

service,

o Structure refers to the raw materials needed for pro-
duction.

e Process is the method or procedure used.

o Qutcomes are the end result.

Each of the preceding (i.e., structure, process, and
outcomes) has been used to measure quality. Tradi-
tionally, quality in pharmacy practice has been mea-
sured by structure and process methods. This relies on
a premise thata quality outcome is not possible without
appropriate structure or process. Moreover, it is much
simpler and less controversial to measure structure and
process than it is to measure outcomes. Recently, how-
ever, outcomes quality measurement has become more
prevalent.

In the realm of pharmacy, the raw materials or
structure necessary for quality care are many and var-
ied. Examples include number of pharmacists per
shift, counter space, pharmacist credentials or licens-
ing, pharmacy square footage, medication reference
books, medication stock, and counseling facilities.

Because pharmacists are responsible for all phases
of medication use, processes in the pharmacy can refer
to any phase of the medication use process (e.g., pre-
scribing, dispensing, administering, or monitoring).
Examples of process measures include, but are not lim-
ited to, adherence to clinical guidelines or pathways,
percent of prescriptions assessed for appropriateness,
and percent of patients counseled.

Outcomes are the driving force behind medi-
cation therapy management, which has pharmacists
participating in patient education, medication review,
and disease-state management. Through such activi-
ties, pharmacists have been able to improve patient
care by (1) increasing patients’ control of their medical
conditions (Clifford et al., 2005; Cranor et al., 2003;
Garrett and Bluml, 2005; Kiel and McCord, 2005;
Leal and Herrier, 2004; Ragucci et al., 2005; Sadik
et al., 2005; Scott et al., 2006; Schnipper et al., 2006;
Sookaneknun et al., 2004) and (2) decreasing use of
health care resources (Cordina et al., 2001; Dedden
et al., 1997; Garrett and Bluml, 2005; Rupp et al,,
1997), (3) increasing patients knowledge of their
conditions, treatments, and medications (Mangiapane
et al., 2005; Schulz et al., 2001), (4) increasing ad-
herence to and persistence with medication regimens
(Krass et al., 2005; Lee et al., 2006; Mangiapane et al.,
2005; Sookaneknun et al., 2004; Vrijens et al., 2006),
(5) increasing patients satisfaction with their care
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(Cranor et al., 2003; Garrett and Bluml, 2005; Wein-
berger et al., 2002), (6) saving payers money (Cranor
etal., 2003; Fertleman et al., 2005; Garrett and Bluml,
2005; Raguccietal., 2005), and (7) improving patients’
quality of life (Cordina et al., 2001; Mangiapane et al.,
2005; Rupp et al., 1997; Sadik et al., 2005; Scott et
al., 2006; Schulz et al., 2001).

Pharmacists’ ability to identify, resolve, and pre-
vent medication-related problems, as well as take re-
sponsibility in disease-state management, is well doc-
umented (Bluml et al., 2000; Cranor et al., 2003;
Fertleman et al., 2005; Hansen et al., 2006; Nolan,
2000; Schnipper et al. 2006). Thus outcomes describe
the ultimate goal of the care or therapy and answer the
question, “What are we trying to accomplish?”

There are different ways to look at outcomes.
One method, the ECHO model, purports three basic
types of outcomes: economic, clinical, and humanis-
tic (Kozma et al., 1993). Economic outcomes include
direct costs and consequences, both medical and non-
medical, and indirect costs and consequences. For ex-
ample, when assessing outcomes from a patient per-
spective, a medication copayment would be a direct
medication cost, whereas gas money to pick up the
medication from the pharmacy would represent a non-
medical direct cost. Lost wages from missed work could
be regarded as an indirect cost.

Clinical outcomes measures can include morbid-
ity and mortality, event rates, and symptom resolution
(Ovretveit, 2001). These measures are a direct mea-
sure of quality but may be difficult to assess, especially
in pharmacy, where their onset could be years follow-
ing a treatment or intervention (Chassin and Galvin,
1998; Shane and Gouveia, 2000). In these cases, indi-
cators or markers can be used to assess outcomes. These
indicators can be condition-specific (e.g., HgAlc) or
procedure-specific (e.g., rate of postoperative infection
after hip surgery) or address an important issue of pa-
tient care. For example, blood pressure may be used as
a marker to assess susceptibility to stroke because it is
not practical, safe, or ethical to wait and measure the
occurrence of stroke.

Humanistic outcomes include measures of the
“human” aspects of care. Specific types of humanis-
tic outcomes include patient satisfaction and health-

related quality of life (HRQoL). For example, a sur-
vey concerning patient satisfaction with pharmaceu-
tical care services could be used to assess humanistic
outcomes for patients receiving these services. Alter-
natively, a QoL assessment may be useful to assess the
impact medication therapy has on the patient’s life as
a whole.

Measuring outcomes can seem to be a daunting
task. This may have been why Anita’s boss, pharmacist
Pat (in the scenario), did not implement the corporate
CQI program as recommended by his district manager.
Thus the remainder of this chapter will present these
concepts in an easy-to-understand manner and will
include simple implementation tips.

WHAT CAN PHARMACY
LEARN FROM OTHER
INDUSTRIES?

Health care traditionally has lagged behind other in-
dustries in quality improvement. It has been suggested
that medicine should follow the lead of the airline
and other industries by using quality management to
decrease unnecessary variation and improve quality
(Leape, 1994). An IOM report supported this con-
tention when the authors suggested that the American
health care system can improve the quality of care by
borrowing techniques used in other industries to stan-
dardize processes (Kohn, 2000). Many of these tech-
niques are based on systems theory.

Systems theory, developed by von Bertalanffy
(1968), has been used in engineering, medicine, and
education (Nagel, 1988; Sheridan, 1988). A systems
approach involves defining the purpose and perfor-
mance expectations of the system, examining the char-
acteristics of the input, considering alternative mech-
anisms for achieving the stated goals, implementing
the system, and adjusting the system based on feed-
back (Park, 1997; Sheridan, 1988). Basically, a systems
approach allows for inspection of the interaction be-
tween every component of a system, thus expanding
the more traditional approach of looking at individual
components independently (Rasmussen et al., 1994;
Sheridan, 1988).



Ensuring Quality in Pharmacy Operations 101

Airlines, aircraft manufacturers, and the Federal
Aviation Authority (FAA) have turned to a systems
view of quality improvement termed human factors
principles (Boeing, 1993; Edkins, 1998; FAA, 1993;
Leape etal., 1998a). The human factors view of quality
focuses on the relationship between quality problems
and the system in which they occur (Rasmussen et al.,
1994). “Human factors principles are concepts about
the design of work that take advantage of the strengths
and weakness of the human mind and compensate for
its limitations” (Leape et al., 1998a). Human factors
principles include (1) reducing reliance on memory,
(2) simplifying and standardizing, (3) using protocols
and checklists, (4) using mechanisms to physically pre-
vent error (constraints and forcing functions), (5) im-
proving access to information, (6) decreasing reliance
on vigilance, (7) differentiating, and (8) implementing
automation (Kohn, 2000; Leape et al., 1998a).

Human factors principles can be used to improve
quality (Kohn, 2000; Leape et al., 1998b). For ex-
ample, instruments, checklists, and decision support
can help users to avoid reliance on memory (Bocing,
1993; Leape, 1994; Leape et al., 1998a). In pharmacy
practice, decreased reliance on memory can be accom-
plished by using decision-support systems. Most com-
munity pharmacies now use in-store computer sys-
tems to assist with Omnibus Budget Reconciliation
Act of 1990 (OBRA 90)-mandated prospective drug
utilization review (DUR). However, decision-support
systems should be used wisely because they are not in-
tended to supplant the pharmacist’s clinical decision-
making skills (Leape et al., 1998a; Nolan, 2000).

Standardization is thought to be one of the most
powerful tools for improving quality (Leape et al.,
1998¢). If a person does something the same way ev-
ery time, the chances that he or she will perform the
activity incorrectly are greatly reduced (Leape et al.,
1998¢). Industry has long known that quality and vari-
ation are inversely related; quality improves as varia-
tion is reduced (Deming, 1986). In pharmacy, stan-
dardization is the simplest, most broadly applicable,
and most effective method for quality improvement
(Leape et al., 1998¢). In fact, the move to standardiza-
tion has created the impetus for critical pathways that
focus not only on error prevention but also on opti-

mization of outcomes, cost reduction, and satisfaction
(Clearinghouse, 2000; American Pharmacists Associa-
tion, 2003). These decision-support systems can also
be used to decrease reliance on vigilance through alert-
ing the pharmacist of potential problems.

Another mechanism for decreasing reliance on
memory and reducing variation is the use of proto-
cols and checklists. Protocols and checklists serve as re-
minders of critical tasks, especially when an omission
can have serious consequences, and are often recom-
mended as mechanisms for increasing quality (Bocing,
1993). Policies and protocols decrease confusion,
thus improving overall dispensing quality (Agency for
Healthcare Research and Quality, 2001). A constraint
that “prevents further action until some condition is
met” (Leape et al., 1998a) can also be written into
protocols to provide a quality check in a system. For
example, protocols usually preclude prescriptions from
being dispensed until they are approved by the phar-
macist’s final check.

Improving access to information leads to im-
proved quality (Abelson and Levi, 1985; Weinstein
and Fineberg, 1980). One study indicated that phar-
macists make more appropriate prospective DUR de-
cisions when they have access to more complete patient
information, such as medication profiles, allergy infor-
mation, patient age, and diagnosis (Warholak-Juarez
et al., 2000). Therefore, medication orders should not
be processed without the pharmacist considering these
and similar pieces of information.

Moreover, improved quality produces a corre-
sponding increase in productivity because less rework
is needed and less waste is produced (Deming, 1986).
“Improvement of quality transfers waste of man-hours
and machine time into the manufacture of good prod-
ucts and better service” (Deming, 1986). When ex-
trapolated to pharmacy practice, it can be predicted
that quality improvements will produce desired clin-
ical outcomes such as improved QoL in addition to
positive humanistic outcomes such as greater customer
satisfaction. Improved customer satisfaction can help
to make the workplace more pleasant and may produce
a corresponding increase in employee satisfaction. This
ultimately may lead to the pharmacy having a compet-
itive edge and an image as a provider of high-quality
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pharmaceutical care and may allow the business to re-
cruit and maintain the most highly qualified and de-
sired personnel. These are some strategies Anita (in the
scenario) may want to tell her boss about.

METHODS FOR ENSURING
QUALITY IN PHARMACY
PRACTICE

Quality Assurance
Quality assurance (QA) has been defined as “the system-

atic monitoring and evaluation of the various aspects
of a project, service, or facility to ensure that standards
of quality are being met” (Merriam-Webster, 2003).
Basically, a check is performed to ensure that a good
or service meets a certain quality standard. Problems
are addressed after they occur (Godwin and Sanborn,

1995).

Quality Control
Quality control (QC), as defined by Websters Dictio-

nary, is “an aggregate of activities (as design analysis
and inspection for defects) designed to ensure ade-
quate quality” (Merriam-Webster, 2003). Quality con-
trol improves product or service design to improve the
level of quality; it can be thought of as defect preven-
tion.

Continuous Quality Improvement

Continuous quality improvement (CQI) is “a philosophy
of continual improvement of the processes associated
with providing a good or service that meets or exceeds
customer expectations” (Shortell et al., 1998). CQI,
which was first employed in the manufacturing field,
was introduced into health care by Berwick and Leape
(1999). [CQI has been referred to as quality improve-
ment process, total quality management, and total quality
control (Lohr, 1990b).]

CQI introduced two important ideas that tran-
scend QA and QC. First, CQI represents a total sys-
tems perspective concerning quality; all workers within
the health care system are interconnected (Godwin and
Sanborn, 1995). When examined from a systems per-

spective, every action of the health care professional is
performed to benefit the patient (Shortell et al., 1998).
Therefore, all actions must be planned to improve care
and should not focus on correcting individual mistakes
after the fact (Godwin and Sanborn, 1995; Shortell
etal., 1998). Thus quality problems are not examined
(or blamed) on an individual level (Blumenthal and
Kilo, 1998). CQI promotes identification of the cause
of problems via “fact-based management and scien-
tific methodology, which make it culturally compatible
with the values of health care professionals” (Shortell
etal., 1998, p. 605). It is likely to achieve optimal ben-
efit when used on a systematic, organization-wide level
(Shortell et al., 1998).

Second, CQI demands that the quality im-
provement process is continuous or never-ending
(Blumenthal and Kilo, 1998). Improvement occurs
by integrating information concerning quality into the
cyclic redesign and improvement of care (Godwin and
Sanborn, 1995). The changes can be quick and on a
small scale but should be occurring constantly. In this
manner, CQI empowers health care providers to im-
prove quality on a daily basis (Shortell et al., 1998).

At this point it may seem as if CQI is “all about
looking for things that are/could be wrong.” However,
CQI is much more than that. It is a systematic pro-
cess for continuously improving the quality of every
aspect of a pharmacy practice setting from patient care
to managerial responsiveness. In this manner, CQI is
a much more positive process than QA or QC because
the focus is on constantly making things better for all
who work in and have contact with the practice. CQI
is a method for constantly striving for improvement in
every facet, every portion of the medication use system.
The pharmacy that uses CQI to constantly improve its
structure, processes, and outcomes will achieve pos-
itive reinforcement from satisfied, well-cared-for pa-
tients and employees alike.

One challenge to implementing CQI in pharmacy
is a paucity of examples in the literature. Moreover,
existing published reports seldom involve rigorous sci-
entific investigation. Regardless, quality improvement
has been used to develop (Godley et al., 2001; Jacke-
vicius, 2002; Jones and Como, 2003; LaPointe et al.,
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2002), implement (Rischer and Bertolone-Childress,
1998), revise (Matanin and Cutrell, 1994), and im-
prove compliance with clinical guidelines (Bevenour
et al.,, 2002; Chaikledkaew et al., 2002; Roberts
etal., 2002) and to increase overall quality (Goff et al.,
2002; Griffey and Bohan 2006; Gomez et al., 2001;
Jain et al. 2006; Jensen et al., 2002; Moffett et al.,
2006; Weeks et al., 2001). Quality improvement pro-
cesses have been used to monitor medication errors
(Braithwaite et al., 2004; Newland et al., 2001) and
to improve prescription writing (Meyer, 2000). They
have been used to support a culture of improvement
(Karow, 2002; Krogstad et al., 2005), decrease medica-
tion errors (Briggs etal., 2002; Farber etal., 2002; Hritz
etal., 2002; Rozich etal., 2003), implement new tech-
nology (Gambone and Broder, 2007; Karow, 2002),
and decrease adverse drug events (ADEs) (Weeks
etal., 2001). Along these same lines, quality improve-
ment techniques have been used to implement and
improve pharmacy services (Wieland et al., 1998) and
improve pharmacist interventions (Zimmerman et al.,
1997).

For the most part, quality improvement tech-
niques have been used in institutional settings, but
they are becoming more commonplace in ambulatory
(Jensen et al., 2002) and managed-care pharmacy set-
tings (Godley et al., 2001; Goff et al., 2002; Roberts
et al., 2002). This was evidenced in the scenario; Pat’s
district manager is a believer in CQI and has asked Pat
to implement a system in his pharmacy.

A CQI IMPROVEMENT
MODEL

Many CQI models exist. Examples of specific models
include the plan, do, check, and act (PDCA) model and
the find, organize, clarify, understand, select, plan, do,
check, and act (FOCUS-PDCA) model and six sigma
(Lazarus and Butler, 2001; Lazarus and Stamps, 2002).
Most models include elements that reflect the following
core concepts: (1) plan, (2) design, (3) measure, (4)
assess, and (5) improve (Coe, 1998a).

CQI has been described as a practical application
of the scientific method (Blumenthal and Kilo, 1998).

» Background

Conclusions and

Recommendations Methods

Results <

Figure 7-1. The CQI measurement cycle.

Planning in both processes is similar. In this manner,
one can think of the steps in the CQI cycle as paral-
lel to the sections of a scientific article: background,
methods, results, conclusions, and recommendations.
Considering CQI in this manner diminishes the need
to memorize additional terminology. See Fig. 7-1 for a
flowchart representation of the process.

The steps to CQI discussed in this chapter are
included in the CQI Cycle Checklist and Planning
Worksheets in Appendices 7A and 7B, respectively. The
CQI Cycle Checklist includes an abbreviated list of
the actions needed for a successful CQI cycle. The
Planning Worksheets are more detailed forms to assist
in CQI cycle implementation. Worksheet 1 is intended
for use during the first team meeting, Worksheet 2
should be used for second meeting through completion
of data collection, and Worksheet 3 begins with data
analysis and guides the user through the remainder of
the CQI cycle. Therefore, there is no need to memorize
the CQI cycle steps—ijust sit back and read about the

concepts presented.

Recruiting the CQI Team

The planning phase of quality improvement is essen-
tial. The first step in developing a cohesive plan is to
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assemble an expert panel. This panel should be inter-
disciplinary and should include representatives of those
who will be included in or affected by the quality plan.
The team should also include subject matter experts,
decision makers, and front-line personnel. In a com-
munity pharmacy, the entire pharmacy staff should be
invited to participate. This will stress the importance of
the quality process and help to get staff support for the
quality improvement project. It is important to note
that while buy-in will be increased by inviting staff par-
ticipation and opinions, this effect will be lost quickly
if staff members do not perceive that their participation
is beneficial.

CQI Cycle Background

Focus Selection
The CQI cycle begins with the selection of a quality
improvement focus. Selection may be based on man-
date (either from within or from an outside source),
or the choice may be left to the team. If the team is
given the latitude to choose, one of several processes
may be used to facilitate this decision. The team could
brainstorm possible areas for study. In this case, all
team members should provide ideas freely, and each
idea should be recorded. Ideas then may be ranked,
and team consensus can be used for system selection.
Examples of systems that have been shown to provide
quality improvement opportunities in health care set-
tings include identifying and measuring the incidence
of medication errors, implementing methods to reduce
medication errors, measuring medication filling time,
analyzing satisfaction with pharmacy services, evaluat-
ing the effect of pharmacists’ interventions, analyzing
adherence to requirements for documentation, docu-
menting the incidence of medication allergy, auditing
patient-controlled analgesia pumps, assessing patient-
specific medication errors in cart filling, and analyzing
hypertension control and guidelines compliance.
Alternatively, processes such as failure mode and
effects analysis or root cause analysis can be used to
identify systems ripe for quality improvement activi-
ties. Failure mode and effects analysis is a prospective
procedure used to identify areas for quality improve-
ment before they become a problem (Cohen et al.,
1994; DeRosier et al., 2002; NCPS, 2001). Once pos-

sible areas are identified, the investigators decide if the
results will be tolerable or intolerable (Cohen et al.,
1994).

Root cause analysis is a systematic process used
to identify the exact or root cause of a problem (Coe,
1998b). It is used after a quality problem has been dis-
covered (a retrospective procedure) to prevent recur-
rence (Coe, 1998¢; NCPS, 2001). The process begins
with “triage questions” that help the team decide what
issues (e.g., staff training, competency, human factors,
equipment, and information) could have contributed
to the quality problem (Gosbee and Anderson, 2003).
Once these questions are answered, more detailed, spe-
cific questions are considered in order to identify ways
to improve systems to reduce the chance of it recurring.
The investigators create an action plan for implement-
ing system improvements and improvements evalua-
tion (Anonymous, 2002; Bagian et al., 2001). A more
detailed account of these two processes is included in

Table 7-1.

Focus Description

After the focus for quality improvement has been cho-
sen, it is important to make sure that it is clear to each
team member. This can be accomplished by providing
a detailed description of the area chosen for study, the
setting in which the focus occurs, the portion of the
medication use process affected, and baseline data, if
applicable.

Flowcharts that explicitly represent all portions
of the process can be helpful for system description.
Flowcharts use standard symbols that represent all pro-
cess steps (represented as rectangles), as well as decision
points (represented by diamond shapes) and the direc-
tion of progression from one subprocess to the other
(Coe, 1998a). Flowcharts are also useful because they
can help the team to recognize if the process chosen is
too broad (i.e., represented by an unwieldy flowchart).
An example of a flowchart is given in Fig. 7-1.

Focus Importance

Next, the team should state why the focus is important.
The selected focus should be important to the organiza-
tion and have the potential to lead to improvement. It
should be considered high priority, high volume, high
cost, or high risk. For example, a community pharmacy
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Table 7-1. Two Tools for Identifying Quality Improvement Priority Areas

Prospective: Failure Mode and Effects Analysis (FEMA)

The Veterans Administration National Center for Patient Safety (NCPS) has translated this industrial and
engineering procedure for health care. The NCPS has termed its adaptation healthcare failure mode
effects analysis (HFMEA), and it offers live and videoconference training courses on use (DeRosier et al.,
2002). Before doing FMEA, obtain a copy of the video course and/or articles and worksheets that have
been developed as a process guide (available from NCPS at www.patientsafety.gov/pubs.html#cogaids).
HCFMEA can be performed for general processes (e.g., use of medications on the night shift) or for

specific medications. Steps include
Step 1: Define the scope or topic to be studied.

Step 2: Assemble a multidisciplinary team that includes a subject matter expert.

Step 3: Describe and narrow the focus.
Step 4: Conduct a hazard analysis.

Step 5: Select necessary actions and outcome measures and assign activities to specific persons

and dates for follow-up.
Retrospective: Root Cause Analysis (RCA)

A comprehensive “flip card” root cause analysis guide is also available from NCPS (see Web site as listed
above). This card set walks the pharmacist through every step of a comprehensive root cause evaluation
of a quality problem. For example, the cards begin with triage questions such as

e Was the error a criminal act?

e Was it a violation (intentional) or an error?
¢ Were human factors an issue?

o Was staff training or competency an issue?
* Was equipment involved?

o Was information lacking/misinterpreted?

e Was communication an issue?

» Were policies/procedures/rules an issue?

¢ Did a protective barrier fail?

Once these questions are answered, the user is led to more detailed questions that address the specific
situation. These more detailed questions cover areas such as human factors, communication, training,
fatigue, scheduling, environment, equipment, rules, policy, procedure, or barriers to quality.

may choose to focus on prescription order-entry error
ifanecdotal evidence suggests that this may be an error-
prone step in its dispensing process.

Literature Review

Relate the focus to the literature by investigating what
is known and not known about similar situations. This
step can save the team an enormous amount of time

in the long run. A brief literature search will help the
team to discover techniques, interventions, and other
tools that have been successful in improving quality in
similar situations.

Goals
Once the focus (i.e., process or problem) is chosen,
the team should determine the overall goal (Leape et al.,
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1998d). Common overall goals include (1) discovery,
(2) frequency estimation, and (3) measuring a change
(Leape et al., 1998d). For example, after a pharmacy’s
CQI team has decided that it wants to focus on pre-
scription order-entry error, team members must then
decide what they want to know about it. They may
decide that since this is their first CQI cycle, they will
focus on frequency estimation of the problem. This
will serve as baseline data for the assessment of im-
provements.

The overall goal can be used to choose specific goals
for the cycle (Leape et al., 1998d). To accomplish this,
the team must decide if it will assess structure, process,
outcome, or a combination of these as measures of
quality. The degree of the desired effect may also be
stated in the goal. For example, if a process or outcome
measure is chosen, an intervention may be assessed
using the following formula to express a goal: An x
percent reduction in y over z where x = number, y =
process/outcome, and z = time.

Note that it is important to assess the practicality
of the specific goal. The CQI team should examine the
specific goal carefully to determine whether it is realis-
tic. If the goal is not realistic, then it may need to be
scaled back (Leape et al., 1998d). Choosing something
reasonable for the first CQI cycle will provide the team
with experience, improve its chances for success, and
thus bolster team members’ confidence for the next
cycle.

CQI Cycle Methods

Intervention

Interventions discovered through a literature review
should be included on a list of possible interventions.
These may include quality improvement techniques
such as reducing reliance on memory, simplifying, stan-
dardizing, or automating processes.

Process and Outcomes Measured

Next, the CQI team must determine how progress will
be measured (Leape et al., 1998d). Team members
should list process and/or outcome measures necessary
to determine if the goals were met. Usually, a mix of
process and outcome measures is recommended (Leape

Table 7-2. Health Care Process and Outcome
Measurement Resources

Need help selecting a measure?

Many process and outcome measures exist, so
there may be no need to develop one of your
own. Measure selection can be expedited by
examining the core critical literature, soliciting
expert opinion, or using recognized guidelines
such as those from JCAHO, HEDIS, or Healthy
People 2010.

Other resources include the National Quality
Measures Clearinghouse (NQMC). NQMC
provides information on health care quality
measures and measure sets and includes a
glossary of terms and information on how to
select, use, apply, and interpret a measure.
Available at www.qualitymeasures.ahrq.gov.
Ready-to-use quality tools can be accessed via
www.qualitytools.ahrg.gov/.

etal., 1998d). Many measures have been developed, so
keep the following in mind: Do not invent a new mea-
sure if a good one exists; measure what is important—
not easy; and do not measure things you cannot
change or interpret (Ovretveit, 2001). See Table 7-2
for additional resources on selecting and developing
measures.

Data-Collection Procedures

If the required data are not already being collected, the
CQI team should devise a plan to collect the appro-
priate data. The team can choose from several differ-
ent data-collection methods (Leape etal., 1998d). One
option is using an inspection point. This entails check-
ing the process at a certain point such as a “will call”
prescription review or the pharmacist’s final check of
filled prescription. Another option for data collection
is a focus group. A focus group can be used to bring
workers or patients together to gather ideas and opin-
ions concerning a structure, process, or outcome. If this
method is used, opinions should be gathered from peo-
ple with various perspectives. Monitoring for markers
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isanother option. A markeris a predetermined sign that
further investigation is necessary. For example, the use
of a fast-acting antihistamine in an inpatient situation
may be a sign that an adverse drug reaction has oc-
curred. Therefore, the collection of additional data is
warranted. Patient chart review is also an option for ret-
rospective data collection. Observation (e.g., watching
a process) and spontaneous reports (e.g., having the
pharmacist or some health professional record every
time a certain activity happens) are also popular op-
tions for prospective data gathering.

Data-Analysis Plan

The planned statistical analysis should be thought out
in detail to make sure that all necessary information will
be gathered. It can be frustrating and time-consuming
to gather forgotten data at a moment’s notice. This
seems self-evident but is a mistake that many people
make.

CQI Cycle Results
Analyze Data

Most often descriptive statistics (e.g., mean, median,
and percentages) can be used for data analysis. Some
analyses can be performed simply by plotting data onto
charts or graphs. Charts and graphs can help the team
to determine patterns and trends and monitor per-
formance (Coe, 1998a). A run chart, which displays
trends over time (e.g., number of medication errors per
month), can be used to determine if a quality problem
has a common cause or a special variation (e.g., seasonal
variation) (Coe, 1998a). A scatter plot (e.g., a plot of
two variables) can be used to determine the relation-
ship between the variables (Coe, 1998a). A histogram
(e.g., a bar graph of how many times certain events oc-
curred) can be used to determine where efforts should
be focused (Coe, 1998a).

For more sophisticated analysis or hypothesis test-
ing, outside assistance may be required. If there is not
a statistician on the CQI team, it may be beneficial to
refer to statistics books to make sure that the chosen
analysis is appropriate. Asking for outside help is also
an option; the team should not hesitate to call the local
college of pharmacy for a referral.

CQI Cycle Conclusions, Implications, and
Recommendations

The final section in the process is describing the con-
clusions, implications, and recommendations that the
team reached after examining the results. Since this
is the “bottom line” of the process, it is important
that this section be understandable to those outside
the CQI team. This section should concisely explain
the conclusions and detail the actions that need to take
place. The CQI process is iterative; thus the team’s
recommendations for #his CQI cycle and for the next
CQI cycle must be included (Leape et al., 1998c¢). This
will be good news to pharmacist Pat. Because CQI is
a continuous improvement process, an understanding
of the iterative nature of the process will take the pres-
sure off him to “fix” all pharmacy system problems at
once.

ACCREDITATION/
COMPLIANCE WITH
QUALITY STANDARDS
PROMOGULATED BY
AGENCIES OR
ASSOCIATIONS

Often quality improvement activities are necessary for
accreditation. Earning accreditation indicates that an
organization has met predefined standards. The accred-
itation process provides a framework to help organiza-
tions focus on providing safe, high-quality service and
requires that the organization demonstrate to outside
reviewers its commitment to continuous improvement
(Ovretveit, 2001).

The Joint Commission

The Joint Commission is a nonprofit organization
founded in 1951 by the American Medical Associa-
tion and the American College of Surgeons (O’Malley,
1997). The Joint Commission was established to “con-
tinuously improve the safety and quality of health care
provided to the public through the provision of health
care accreditation and related services that support per-
formance improvement in health care organizations”
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(Joint Commission Web site). The Joint Commission’s
focus is organization-wide (O’Malley, 1997).

The Joint Commission survey process is largely
process-oriented but gradually is moving toward more
of an outcomes measurement model. This shift has
been demonstrated by introduction of the ORYX ini-
tiative. ORYX, which began in 1997, was designed
to “integrate outcomes and other performance mea-
surement data into the accreditation process” (Joint
Commission Web site). The intent is to provide or-
ganizations with information they can use to im-
prove patient care” (Anonymous, 2003c). Although
Joint Commission compliance is voluntary, many or-
ganizations view it as mandatory (O’Malley, 1997).
Not obtaining Joint Commission accreditation can ad-
versely affect an organization’s prestige and reimburse-
ment status (Coe, 1998¢c; O’Malley, 1997). Key di-
mensions of performance evaluation include efficacy,
appropriateness, availability, timeliness, effectiveness,
continuity, safety, efficiency, respect, and caring (Coe,

1998a).

National Committee for Quality Assurance

The National Committee for Quality Assurance
(NCQA) is a nonprofit organization established in
1979 by a managed-care trade association in response
to a perceived need to provide standardized qual-
ity measurement and reporting (NCQA, 2003). The
NCQA reviews and accredits all types of managed
health care organizations (NCQA, 2007). The NCQA
survey is largely process-oriented (O’Malley, 1997).

Quality Measurement

While health care accreditation organizations have ex-
isted for quite a while, quality data were not read-
ily available to the general public untl recently.
These quality measurements (sometimes called “re-
port cards”) make health care quality indicators readily
available to the public. This encourages health care or-
ganizations to compete on the basis of quality and cre-
ates markets where quality, not just cost containment,
is rewarded (Blumenthal and Kilo, 1998; O’Malley,
1997).

HEDIS

The Health Plan Employer Data and Information Set
(HEDIS) is a health care report card created by NCQA.
HEDIS standardizes health plan performance data and
disseminates this information so that plans can be
compared (O’Malley, 1997). This allows health care
purchasers and consumers to make informed choices
(O’Malley, 1997). HEDIS’s performance domains in-
clude effectiveness of care, access and availability of
care, health plan stability, use of services, cost of care,
informed health care choices, satisfaction with the ex-
perience of care, and health plan descriptive informa-
tion.

Leapfrog Group
The Leapfrog Group was formed by a coalition of For-

tune 500 companies and leading health care purchase
organizations (Leapfrog, 2003). The Leapfrog Group
was developed to create a market that rewards quality,
not just the lowest-cost provider, by providing qual-
ity information to consumers (Leapfrog, 2003). While
Leapfrog measures are currently process-oriented, fu-
ture revisions may include additional outcome mea-
sures (Lovern, 2001).

Deciphering Quality Measures

Quality measures such as those just mentioned are de-
veloped for consumer use. However, many patients
have difficulty understanding these measures and re-
ports well enough to use them for rational health care
decision making. Patients and health care providers
can get assistance from a U.S. government Web site
called 7alkingQuality.gov. TalkingQuality.gov was de-
veloped to help patients understand the concept of
health care quality and to give practical suggestions for
choosing health care coverage and providers (Anony-
mous, 2003b). These may be good resources for Anita,
Pat, and their patients.

The Future

Since establishment of the Joint Commission, the
scope of health care organizations that are eligible for
accreditation has widened from hospitals to encom-
pass health systems and now even pharmacy benefit
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managers (URAC, 2006). In some countries, such as
Australia, pharmacies are accredited (Pharmacy Guild
of Australia, 2007). It is probable that community
pharmacies in the United States someday may be el-
igible for similar accreditation (if not through the
Joint Commission, then through some other accred-
iting body). Groups such as the Pharmacy Quality Al-
liance (PQA) have begun to develop pharmacy-specific
quality indicators that may serve as the basis for such
accreditation (Reynolds, 2007).

In the future, the accreditation process may be-
come more focused on outcomes measurement. Even-
tually, health care report cards may be more accessi-
ble and easy to understand, thus helping to produce
a market for quality. Some discussion of adjusting co-
payments to encourage patients to use providers that
meet the standards purchasers have set has already oc-
curred (Lovern, 2001). In some cases, pharmacy qual-
ity improvement may be mandated by state and local
governments. For example, a new law in the state of
Arizona requires that every pharmacy participate in a
CQI program (Arizona Revised Statutes, 2007).

So what does this mean for pharmacy practice?
More pharmacists must understand continuous qual-
ity improvement and be able to develop, implement,
and measure the outcomes of such a plan. This could
provide an opportunity for a community pharmacy
report card (quality measurement) system on which
pharmacies can compete on the basis of quality. Such a
system may provide a great opportunity for pharmacies
to advertise quality outcomes to payers and patients. If
such a system is successful, quality could drive patient
choices and payer decisions. Ultimately, the pharmacies
with the highest quality may get more market share or
obtain higher reimbursement rates for certain services.

ENSURING QUALITY:
PRACTICAL SUGGESTIONS
FOR THE PHARMACIST

There are several things that pharmacists can do to im-
prove quality. First, they can try to promote a “systems
view” culture within the organization (Hume, 1999).
Systems changes should be implemented only when

the organization is ready for change and has capable
leadership that supports a systems view of “no finger
pointing”(Shortell et al., 1994). Everyone in the orga-
nization should be informed of and invited to partic-
ipate in any quality systems changes. Personnel eval-
uations (i.e., performance appraisals) should comprise
a quality improvement component so that employees
are rewarded for their efforts in such matters (Shortell
et al., 1994).

Second, there should be a focus on high-leverage,
important systems changes (Hume, 1999; Shortell
et al., 1994). For medication safety, this could be
on high-alert medications (e.g., fast movers, narrow-
therapeutic-index medications, and medications that
are available in multiple strengths), high-risk popula-
tions (e.g., pediatrics or geriatrics), or problem pro-
cesses (e.g., medication order entry). Significant op-
portunities for improvement can be gleaned from an
analysis of intervention data, medication incident re-
ports, patient comments, or employee feedback (John-
son et al., 2002; Rogers, 1997).

Third, small changes should be implemented in
quick cycles (Hume, 1999). The quality improvement
team should be given the opportunity to learn about
quality by attempting small changes at first. It may be
too frustrating for them to take on a large project for
the first cycle. Team members should be allowed to
experience a success and see how much improvement
can be made with a relatively small change; then their
enthusiasm will redouble.

Fourth, the team should implement interventions
that have worked elsewhere (Hume, 1999). This im-
proves the likelihood of success and reduces the amount
of effort required in the process. It is worth noting
that the most successful interventions changed sys-
tems, not people (Nolan, 2000; van Bokhoven et al.,
2003).

If a pharmacy organization does not want to de-
velop its own CQI plan, help is available. Pharmacy
Quality Commitment (PQC) has developed the Sen-
tinel System for community pharmacies. This system,
which incorporates best practices, risk-management
techniques, and systematic procedures to increase qual-
ity, is ready to use and is available from the National
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Alliance of State Pharmacy Associations at www.pqc.
net.

REVISITING THE SCENARIO

Anita had anticipated that Pat would ask her for help.
She took a few deep breaths and pulled her manage-
ment textbook out of her book bag. “Maybe I can
help,” she thought to herself. She was by no means an
expert, but thanks to her pharmacy school training on
quality improvement, she knew enough to get started
and where to find more information.

CONCLUSION

Quality is an essential component of competent, pro-
fessional pharmacy practice. Increasing quality can
have many beneficial effects on any practice, such as
minimizing rework and increasing productivity. Many
quality improvement changes are simple and can be
implemented quickly but may have a large impact on
the quality of patient care.

Health care quality finally has achieved a position
of “high visibility on the national agenda,” and the
pharmacist has been recognized as a key player in this
process (Kusserow, 1990). Thus pharmacists will be
called on increasingly to ensure quality in all portions
of the medication use system.

QUESTIONS FOR FURTHER
DISCUSSION

Anita has begun to address quality in her pharmacy
practice setting.

1. What other steps should she take?

2. How can a quality improvement plan be sustained
continuously?

3. How can the pharmacy use the quality improve-
ment plan for marketing?

4. Where can the pharmacist or pharmacy student go
for additional information about quality improve-
ment?
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APPENDIX 7A. CQI CYCLE CHECKLIST

Cycle Background

Focus description
Should describe practice setting, the portion of the medication use process where the focus occurs, and
baseline data (if possible).

Focus importance
State why the focus is important.

Literature review
Relate the focus to the literature.

Goal
Global and specific goals should be clearly stated and relate to the focus described in background.

Cycle Methods

[ntervention
Describe and justify the intervention made (if any) for this cycle.

Processes and outcomes measured
Describe and justify the processes and outcomes measured (should relate to goal).

Data-collection procedures
Measurement methods should be clearly described and appropriate.

Data analysis
Planned statistical analysis should be clearly described and appropriate.

Cycle measurement

Cycle results

Sample description
Type and size of sample should be clearly described.

Results presented
Results should be reported for each stated goal. Result presentation should include graphs and/or charts.

Cycle Conclusions and Recommendations

Conclusions
Describe the conclusions your team came to after examining the data.

Implications
Describe why these results are important and what actions need to take place.

Recommendations
Recommendations for additional CQl cycles in this area.
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APPENDIX 7B. CQI PLANNING WORKSHEETS FOR A
REASEARCH PROJECT

Research Planning Worksheet 1

Date of meeting:

Name and contact information of each team member present:

1. 2.
3. 4.
5. 6.

Introduction

1. Brainstorm possible areas of study (list here)

2. Rank and select an area of focus from the list above.

3. Provide a detailed description of the area chosen for study.
Area or

project:
Setting:

Portion of the medication use process involved:

Baseline data (if
available):
4. State why the proposed project is important.

5. Relate the proposed project to the literature.

6. State the global goal of the project [Hint: Some options may include (1) discovery, (2) frequency estimation,
and (3) measure of a change or a combination.] Note: Goal should relate to project stated in 3 above.

7. State the specific goal(s) of the project.
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Methods

8. List possible interventions (some options may include reduce reliance on memory, simplify, standardize,
use constraints or forcing functions, use protocols of checklists, improve access to information, decrease
reliance on vigilance, reduce handoffs, differentiate, or automate).

9. Select best intervention to accomplish goals (listed in 7 above).

10. List process and/or outcome measures necessary to determine if goals were met.

11. Determine what data are all ready being collected and what measures exist.

12. Plan data collection methods [Hint: May choose from (1) inspection points, (2) focus groups, (3) monitoring
for markers, (4) chart review, (5) observation, and (6) spontaneous report.]

13. Plan statistical analysis. Make sure you will collect all information needed.

14. Break the project into steps and detail practical considerations.

Step Who What Where When How

15. Sketch preliminary timeline for project.

Timeline

Week
Step 1 |2 (3 |4 (5 (6 |7 (8 |9 |10
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16. List challenges to be addressed before the next meeting

17. Assign a responsible party to address each challenge listed above.

Challenge Person Responsible Due Date
1.

2.
3.

18. Set date for next team meeting
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Research Planning Worksheet 2

Date of meeting:

Name and contact information of each team member present:

1. 2.
3. 4.
5. 6.

Introduction/Methods Revision

1. Review materials from last meeting.
2. Review progress made.
3. Indicate plan changes, if needed.

4. Add additional steps and detail practical considerations, if needed:
Step Who What Where When How

5. Discuss challenges solved during this report period.

Challenge How It Was Solved Lesson Learned

6. List challenges to be addressed before the next meeting.
1

2
3
4
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7. Assign a responsible party to address each challenge listed above.

Challenge Person Responsible Due Date

Noapw N =~

8. Update the timeline for project.

Timeline

Week

Step 1 2 3 4 5 6 7 8 9

9. Set date for next team meeting

Note: This worksheet can be used for several team meetings. Proceed to Worksheet 3 when data are collected.
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Research Planning Worksheet 3

Date of meeting:

Name and contact information of each team member present:

1. 2.
3. 4.,
5. 6.
Measurement

1. Just do it!

Results

2. Analyze data.
3. Describe sample type and size.

4. Describe a result for each specific goal.

Conclusions and Recommendations

5. Describe conclusions the group reached after examining the results.

6. Why are these results important, and what actions need to take place?

7. What are the team’s recommendations for this project?

8. What are the team’s recommendations for the next project?
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ORGANIZATIONAL STRUCTURE
AND BEHAVIOR

Caroline A. Gaither

bout the Author: Dr. Gaither is Associate Professor and Director of Graduate Stud-
A ies, Department of Clinical, Social and Administrative Sciences, College of Pharmacy,

University of Michigan. She received a B.S. in pharmacy from the University of Toledo
and an M.S. and Ph.D. in pharmacy administration from Purdue University. Her teaching in-
terests include the health care workforce, professionalism, career management, work-related at-
titudes and behaviors, interpersonal communication, and ethics. Her research interests include
understanding and improving the work life of pharmacists, specifically focusing on individual-
level (organizational and professional commitment, job satisfaction, job stress, role conflict,
turnover, and gender and race/ethnicity effects) and organizational-level (culture and empow-
erment) factors. She also examines the psychosocial aspects of patient decision making and was

recently inducted as a Fellow of the American Pharmacists Association.

LEARNING OBJECTIVES

After completing this chapter, students should be able to

p—

Discuss the field of organizational behavior and its development over time.

N

Describe the basic components of traditional and newer organization forms.

3. Compare and contrast different elements of formal and informal organizational
structure.

4. Discuss the basic incompatibilities between organizational and professional models
of structure.

5. Identify influences on pharmacists’ job satisfaction, organizational commitment,

job stress, and job turnover intention and organizational identification and how

they affect organizational behavior and performance.

&

Describe the role of emotions in organizational behavior.
7. Describe different leadership theories and how they can be applied to pharmacy
practice.
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SCENARIO

CHAPTER QUESTIONS

Joe Smart, a newly hired pharmacy intern, just com-
pleted his first week at the ambulatory pharmacy at
State University Health System. Having worked pre-
viously in an independent community pharmacy, he
wanted to get some hospital experience before gradu-
ation. Now he is not so sure. He really liked working
with the customers that came into Sam’s Pharmacy, but
frequently he and the pharmacist who worked there
were so busy that neither had much time to do any-
thing other than dispense prescriptions. His first week
at the ambulatory pharmacy also was quite busy. There
were many more people working here than at Sam’s.
He was overwhelmed by it all. During orientation, he
received a copy of the policy and procedure manual
that detailed the health system’s mission and organiza-
tional chart. He was very impressed with all this but
could not figure out why it was important to know
about the rest of the organization. He was going to
be a pharmacist and, as such, was only interested in
things that pertained to the pharmacy. He also could
not understand why the pharmacy staff was so uptight.
At his old job, Sam, the owner, would always notice
if an employee was distressed or unhappy about some-
thing. Sam had an “open door” policy and was always
ready to talk. Joe only saw his new boss, the director of
the ambulatory pharmacy, once, and that was at ori-
entation. The pharmacists he worked with were very
concerned with showing him the tasks he needed to
complete and not much else. Joe began to wonder if
this was what it would be like to work for a large health
system. He remembered that in his management class,
the professor talked about working for large organiza-
tions, but he did not pay much attention. Joe thought
that it was the responsibility of the manager to make
sure that things ran smoothly and that he did not need
to be concerned with details unrelated to patients’ drug
therapy. Anyway, he was new and thought that maybe
he should give the place more time. In the back of his
mind, however, he had this nagging feeling that things
could be better, but he just did not know how to get
there.

1. What is organizational behavior, and how has it
developed over time?

2. Why do pharmacists need to understand how an
organization works?

3. What is some basic terminology used to describe
organizations?

4. What is the typical organizational structure among
common employers of pharmacists? How do newer
organizational structures differ from more tradi-
tional ones?

5. What factors should be taken into consideration
when designing the most appropriate organiza-
tional structure?

6. How does a professional work within a bureaucratic
organization?

7. What are some of the typical organizational atti-
tudes and behaviors of pharmacists?

8. Whart are some ways in which a leader is different
from a manager?

9. What types of leaders do pharmacy organizations
need?

WHAT IS ORGANIZATIONAL
BEHAVIOR?

An organization can be defined as a group of individ-
uals working to reach some common goal. Organiza-
tions can be very small in numbers of personnel (fewer
than 3) or very large (more than 5,000). Personnel
can include staff (e.g., ward clerk, cashier, technician,
pharmacist, nurse, or physician) and management and
administrators (e.g., owner, president, vice president,
manager, director, or supervisor). Both staff and ad-
ministrators are important to the overall functioning
of any organization. It is not enough for pharmacists
to understand only the technical and professional as-
pects of their job (i.e., dispensing, monitoring, and
counseling); they also must understand how the or-
ganizations for which they work function and how
the people within them work. This is something that
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Joe Smart has yet to figure out on his own. An ex-
amination of certain tenets in the field of organiza-
tional behavior will provide valuable insight into this
area.

Organizational behavior is the systematic and sci-
entific analysis of individuals, groups, and organiza-
tions; its purpose is to understand, predict, and affect
human behavior to improve the performance of indi-
viduals, which ultimately affects the functioning and
success of the organizations in which they work (Tosi,
Rizzo, and Carroll, 1994). To be effective, managers
must be able to understand why people in their orga-
nizations behave in certain ways. This allows them to
take corrective action if problems arise. Managers also
must be able to predict how employees will react to new
technologies and changes in the marketplace (e.g., im-
plementation of robotics in a pharmacy department
or moving from a drug-product orientation to a peo-
ple orientation). Organizations exert control over their
employees through rewards or sanctions to encourage
fulfillment of organizational goals and objectives.

Organizational behavior draws on a number of
different behavioral science disciplines. Psychology, so-
ciology, social psychology, anthropology, and political
science all provide insights into how best to organize
work (Robbins, 2005). Psychology allows us to under-
stand individual behavior and focuses on such aspects
as motivation, job satisfaction, attitude measurement,
and work design. Sociology contributes by helping us
to understand how individuals fulfill their roles within
a larger system through organizational structures, be-
havioral norms, and bureaucracies. Social psychology
focuses on the influence of individuals on one another
and helps us to understand communication patterns,
attitude change, and group functioning. Anthropology
provides understanding of the environment in which
the organization functions. Political science provides
insight into organizational politics and informal orga-
nizational structures that greatly influence the func-
tioning of an organization.

Understanding the functioning of organizations
was not so important when the profession of phar-
macy began. As noted in a Chapter 1, most pharma-

cists started out as apprentices of apothecaries, from
whom they learned the practice of pharmacy, and then
went on to become practitioners who owned their own
pharmacies and trained other apprentices. As the roles
of the pharmacist have changed over time, so has their
training and places of employment. Currently, a doc-
tor of pharmacy degree requires 6 or more years of
formal education. Unlike in the past, today most em-
ployers of pharmacists are large organizations. These
organizations can be chain pharmacies (several stores
under one owner or publicly traded on the stock mar-
ket); integrated health systems that incorporate inpa-
tient and outpatient pharmacies, ambulatory care clin-
ics, and managed-care and mail-order operations; and
even pharmaceutical manufacturers.

Other professions are following a similar trend,
wherein their practitioners are transitioning from em-
ployers to employees. Very few graduates of medical or
law school operate independent practices immediately
after graduation (Stoeckle and Stanley, 1992; Williams
et al., 2002). Many physicians are salaried employees
of managed-care organizations, integrated health sys-
tems, or group practices. Ownership of an independent
community pharmacy or a private medical practice is
still a viable employment option for many, but they
too will operate in an increasingly complex environ-
ment. Understanding how organizations function will
enhance health professionals’ employment experiences
and increase their chances for a rewarding professional
career.

Why is this shift from independent practitioner
to salaried employee so important? This shift may ap-
pear to be in conflict with one of the hallmarks of a
professional occupation—autonomy. “The major dis-
tinction between a profession and an occupation lies
in legitimate organized autonomy—a profession is dis-
tinct from other occupations in that it has been given
the right to control its work. Professions are deliber-
ately granted autonomy including the exclusive right
to determine who can do the work and how it should
be done” (Friedson, 1970, p. 73). Given that pharmacy
and medicine are professional occupations, the status
of practitioners as employees could result in conflict
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between the professional and the employing organiza-
tion. In many cases, professionals’ primary allegiance
is to their work or patients and not to their employer.
These practitioners also share a desire to exert at least
some control over their work environments. If this de-
sire is not met, job dissatisfaction and stress can result
(Williams et al., 2002). Even as an intern, Joe Smart is
questioning the autonomy afforded the pharmacists at
State University Health System. His initial frustration,
however, may be compounded by a lack of knowledge
of how operations and communication channels differ
in a large organization compared with a much smaller
one.

This chapter will help you to gain a greater under-
standing of how organizations function by introducing
basic organizational behavior principles, describing the
structure of organizations, discussing the roles of em-
ployees within organizations, examining specific phar-

macist organizational behaviors, and elaborating on the
concept of leadership.

ORGANIZATIONAL
PRINCIPLES

Chapter 3 discussed strategic planning and the devel-
opment of mission statements and organizational goals
and objectives. To understand an organization requires
knowledge of its purpose or reason for being. Organi-
zations do not function in isolation. They are created to
meet some need in the external environment. As shown
in Fig. 8-1, at the center of any organization is a set of
values that form the reason for existence, the philoso-
phy, and the purpose of the organization (Jones, 1981).
Articulations of these values often are represented as the
goals of the organization. Some organizations will lose
focus if the goals they set are at odds with the core

External

Climate

Structure

Goals

Values

Figure 8-1. The organization.
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values of the organization. In order to make the goals
of the organization a reality, a structure must be put in
place to make the organization operational. Typically,
the structure includes such concepts as reporting rela-
tionships, communication patterns, decision-making
procedures, responsibility/accountability, norms, and
reward structures.

Structure produces the climate or the psychologi-
cal atmosphere of the organization (Jones, 1981). The
climate of an organization consists of such factors as the
amount of trust, the levels of morale, and the support
employees experience (Gibb, 1978). Organizational
climate is often confused with organizational culture
(Schein, 1985). Organizational cultureis defined as the
system of shared meaning held by members that dis-
tinguishes one organization from another (Robbins,
2005). Culture refers to the understandings and beliefs
regarding how “things are done around here” (Schein,
1985). Once the culture is in place, practices within the
organization act to maintain it by exposing employees
to a set of similar experiences (Harrison and Carroll,
1991). The very specific and methodical training that
Joe Smart is receiving is somewhat a reflection of the
organization’s culture.

Climate is affected by the organization’s culture.
A strong culture is characterized by the organizations’
core values being both intensely held and widely ac-
cepted (Weiner, 1988). A weak culture is characterized
by just the opposite—vagueness, ambiguity, and in-
consistency. A strong culture will have a greater effect
on the climate than a weak one because the high degree
of sharedness and intensity creates an internal climate
of high behavioral control (Robbins, 2005). Problems
in the climate can be traced back to problems in the
organization’s culture and structure. When improve-
ments in the climate are needed, some managers may
only monitor employees’ overall job satisfaction and
stress levels. While it is important to do this, managers
also should determine if there are problems with com-
munication patterns, reward structures, and decision-
making procedures within the organization and focus
on problem solving in these areas. Has the organization
stayed true to its values? If not, the shared meaning that
employees hold with management will be confused.

Managers are essential in creating the culture, which
influences interactions among coworkers and relation-
ships with patients (Fjortoft, 2006). An unhealthy cli-
mate can hinder employee productivity and ultimately
affect the overall effectiveness of the organization.

Organizations exist in an environment that is con-
stantly in flux. This is particularly the case in health
care. Organizations that employ health professionals
and the health professionals themselves must be flexi-
ble enough to cope with the unexpected (Jones, 1981).
Leaders and managers of these organizations must as-
sess the core values of the organization regularly to
determine if they are being challenged or if they need
revision (Dye, 2000). Assessing an organization’s cul-
ture will assist in determining how the organization is
responding to both its internal and external environ-
ments.

Assessing Organizational Culture

A wide range of tools have been developed to assess
organizational culture, including techniques ranging
from observation, informal interviews, and attending
meetings to the administration of carefully developed
survey instruments. These instruments are designed to
measure and compare the key cultural characteristics of
asingle organization or a number of different organiza-
tions (Scottetal., 2003). An example of such an instru-
ment is the Competing Values Framework (Fig. 8-2)
developed by Quinn and Rohrbaugh (1983; Quinn,
1988). Depending on the degree of flexibility or con-
trol in the structure of the organization and a focus on
either the internal dynamics or external environment,
four types of cultures are derived: hierarchical (i.e., in-
ternal focus, high control), group (i.e., internal focus,
low control), rational (i.e., external focus, high con-
trol), and developmental (i.e., external focus, low con-
trol). An overemphasis on any of the cultures can result
in a dysfunctional organization (Quinn, 1988); there-
fore, organizations need to embrace some elements of
each culture. The most effective organizations embrace
the dimensions that are most important and relevant to
their goals and values (Cameron and Freeman, 1991).

To determine the type of organizational culture,
employees are given an instrument that contains briefs
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Figure 8-2. The competing values framework. (Adapted from Quinn, 1988.)

statements in which they are asked to rate out of
100 points how closely their organization reflects these
dimensions. While this instrument has good measure-
ment properties, some question if these four dimen-
sions cover all the complexity that exists in many or-
ganizational structures and argue that the only way to
really understand all the intricacies of an organization is
through qualitative interviews (Scott etal., 2003). Nev-
ertheless, it is a useful framework to understand various
components underlying organizational structure.

Organizational Structure

Organizational theorists suggest that the structure of
an organization encompasses three major aspects: dif-
ferentiation (also known as complexity), formalization,
and centralization (Robbins, 2005). Differentiation

refers to the degree to which units are dissimilar. For-
malization refers to the degree to which jobs in the
organization are standardized, and centralization refers
to extent to which decision making is concentrated at
a single point in the organization. Differentiation can
occur either horizontally, vertically, or spatially.

Horizontal Differentiation

Horizontal differentiation describes the degree of dif-
ferentiation based on how many different types of
either people or units are included in the organiza-
tion. Do all the employees of the organization have the
same training and education? This is definitely not the
case in pharmacy. Many pharmacy organizations fo-
cus not only on providing pharmacy services but also
on merchandizing non pharmacy-related items. If all
personnel had the same training, managing the
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organization would be easier because everyone would
have a similar orientation. Since this is not the case in
pharmacy, coordinating the work among people in the
different units can be more difficult. Horizontal dif-
ferentiation can also take the form of multiownership
of a variety of related industries. A health system can
own several hospitals, long-term care facilities, and a
managed-care business (Sahney, 1996).

Vertical Differentiation

Vertical differentiation refers to the depth of the organi-
zational hierarchy. One key feature of an organization
is the chain of command, or the number of levels be-
tween the owner or president of the organization and
the staff. Vertical differentiation typically is represented
by what is known as an organizational charr.

An organizational chart depicts the reporting re-
lationships and the hierarchy of authority in an orga-
nization. An example of a typical organizational chart
is given in Fig. 8-3. Authority usually flows from top
to bottom, with those at the bottom of the chart hold-
ing the least authority. Authority is the rights given
to a certain position in an organization to give orders
and the expectation that those orders are carried out.
Along with these rights, the responsibility for mak-
ing sure work is completed is accepted. The solid lines
represent direct reporting relationships important to
the overall objectives of the organization (line author-
ity). Line-authority positions include vice presidents,
directors, managers, supervisors, and staff. The dashed
lines represent advisory positions that supplement and
support the line-authority positions (staff authority).
Examples of staff-authority positions include chief per-
sonnel officer or vice president of personnel, finance,
legal, real estate, information systems, etc. The degree
of staff authority varies with the size of the organiza-
tion. The smaller the size, the fewer are the number of
positions needed to support the line authority. Many
independent community pharmacies started out this
way. One person (the owner) was responsible for nu-
merous activities. As pharmacies grew and expanded,
owners hired individuals to supervise different areas or
functions of the store. As owners branched out into
running additional stores at various locations, more

personnel were needed to run the day-to-day opera-
tions of the organization.

If an organization represents a for-profit company
(i.e., portions or shares of the company are sold on the
stock exchange), the top position in the organization
belongs to the stockholders. Typically, stockholders do
not have a say in day-to-day operations but are very
concerned about the profitability of the company and
will sell their stock if earnings are not up to par. If the
company is a not-for-profit organization, the top level
will not be stockholders but may represent a board of
directors or trustees who oversee the entire operation.
This group is also not involved in day-to-day oper-
ations but will meet periodically to either review or
make important decisions regarding the entire com-
pany. The next level represents the chief executive offi-
cer (CEO) or president. If the organization is an inde-
pendent community pharmacy, the owner will occupy
the top position in the organizational chart. Depending
on the size of the company, a chief operations officer
(COO) or the owner of the independent pharmacy will
run the day-to-day operations of the organization. If
the company is national or international, regional offi-
cers responsible for the operations in different areas of
the country may assist this person. Under these officers
are usually department directors or district managers.
Departments in a health system can include nursing,
medicine, quality assurance, managed care, long-term
care, etc. Each of these departments will have managers
or supervisors who oversee staff who carry out the day-
to-day responsibilities. Examples of specific pharmacy
organizational charts are presented in Chapters 33

and 34.

Spatial Differentiation

Spatial differentiation is the degree to which the loca-
tion of an organization’s units is in one place or spread
across several locations. An independent community
pharmacy may have only one location that has all op-
erations in one place. A large health system or chain
pharmacy operation can have multiple units spread
across a city, state, or entire regions of the country.
Spatial differentiation can also occur when different
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Figure 8-3. The organizational chart.
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departments are located in different areas. A pharma-
ceutical manufacturer may have all its research and de-
velopment departments in one city or state and the sales
and marketing divisions in other areas of the country
or the world. As organizations spatially differentiate,
more coordination between these units is necessary.
Spatial differentiation is also related to the amount of
horizontal and vertical differentiation. The more com-
plex the organization, the greater is the extent each of
these will exist.

Formalization

Formalization can include the presence of rules (the
degree to which the behavior of organizational mem-
bers is subject to organizational control), procedural
specifications (the extent to which organization mem-
bers must follow organizationally defined techniques
in dealing with situations they encounter), technical
competence (the extent to which organizationally de-
fined “universal” standards are used in the personnel
selection and advancement process), and impersonal-
ity (the extent to which both organization members
and outsiders are treated without regard to individual
qualities)(Hall, 1968). If a job is highly formalized, the
employee has little discretion with regard to when and
how the job is completed. Standardization grew out
of beliefs held by early organizational behaviorists who
suggested that in order to make work more efficient,
error should be reduced (Taylor, 1911). One way to
do this was to standardize procedures to reduce errors
and increase efficiency. As noted in Fig. 8-2, hierar-
chical and rational organizational cultures have high
degrees of control usually through formalization and
the standardization of procedures.

The degree of formalization can vary considerably
within and between organizations (Robbins, 2005).
Organizational charts depict different positions and/or
units in an organization and formal lines of authority
and decision making. This is one type of formalization.
Another type is related to performance of the work.
Some pharmacies require all pharmacy personnel to
punch a time clock at the beginning and ending of a
shift; others do not have such a requirement. Positions
that make up the organization can have very detailed

job descriptions that inform employees what they can
and cannot do, whereas other organizations are less
formal and do not have written job descriptions. Or
if they do, the descriptions are very vague. Individuals
who are higher in the organization will have less for-
mal job descriptions than those lower in the company.
Some jobs also lend themselves to more or less formal-
ization. The legal requirements of drug procurement
and dispensing are highly formalized, but the individ-
ualized services that pharmaceutical care requires leave
much discretion to the individual pharmacist.

Centralization
Centralization refers to the extent to which decision
making is concentrated at a single point in the orga-
nization. Decision making and authority in this context
refer to the rights inherent to the position that one
holds in the organization. Usually the very top lev-
els of management make most of the policy decisions
in a centralized organization. More recently, the trend
has been to decentralize decision making and move it
down in the organization to lower levels of manage-
ment and/or even to staff-level employees. Problems
with this approach arise when employees are responsi-
ble for achieving goals without the authority to make
policies or gather the needed resources. Group and
developmental organizational cultures have structures
that allow for more flexibility in decision making.
Centralization sometimes is confused with spatial
differentiation. A hospital pharmacy that has satellite
pharmacies located throughout the hospital is often re-
ferred to as being “decentralized.” However, it is decen-
tralized in location only if decision making concerning
the satellites still rests at one centralized point in the
organization. Other organizational structure principles
include division of labor, span of control, unity of com-
mand, and departmentalization.

Division of Labor

Division of labor divides work tasks into specific parts.
This can be seen in pharmacy when there is a separa-
tion of pharmacists into those who only participate in
dispensing functions and those who only participate
in clinical functions. Even within clinical functions,
pharmacists can specialize in a particular field (e.g.,
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geriatrics, pediatrics, or disease states). This should
result in more efficient use of the specialized skills
of the individual. A negative consequence of the di-
vision of labor is that the professional may become
very narrow in his or her abilities, and the job could
become routine. Some suggest that enlarging rather
than narrowing the scope of some jobs leads to greater
productivity by using employees with interchangeable
skills (Robbins, 2005). This can be seen in the health
system setting, where pharmacists provide both tradi-
tional staffing functions on certain shifts and patient
care (clinical) functions on others.

Unity of Command

Unity of command is the concept that an individual
reports to only one supervisor, to whom he or she is re-
sponsible. As pharmacy organizations have tried to de-
centralize, employees may have more than one person
to whom they are reporting. A structure that makes the
most of this concept is called a matrix organization. A
matrix organization integrates the activities of different
specialists while maintaining specialized organizational
departments (Tosi, Rizzo, and Carroll, 1994). Usually
this takes the form of different specialists across sev-
eral departments working in teams on specific projects.
This type of structure works well in environments that
are continually changing and in need of innovation. It
also works well where project work is the norm, and
people are required to get together in interdisciplinary
terms (La Monica, 1994).

Pharmaceutical manufacturers and cross-disci-
plinary teams in health systems (e.g., nurses, physi-
cians, pharmacists, and social workers) are particularly
well suited for this endeavor. This allows for diversity
of ideas and for the best possible solution to emerge.
On the negative side, there is little evidence that em-
ployees prefer reporting to more than one supervisor,
and confusion as to who is responsible for what can

develop (Tosi, Rizzo, and Carroll, 1994).
Span of Control

Span of control refers to how many people a manager
effectively controls. In pharmacies, we can see a wide
variation in the number of individuals a pharmacist
supervises. One pharmacist can supervise only one or

two technicians in the pharmacy (in some states, there
are legal regulations in this area), or the pharmacist
can manage the entire store, including nonpharmacy
personnel. Recently, there has been a push to increase
the span of control of managers owing to a number of
drawbacks to small spans of control: They are expen-
sive because they add layers of management, compli-
cate vertical communication by slowing down decision
making, and discourage employee autonomy because
of the close supervision by management. It is also felt
that highly trained employees do not need as much
direct supervision (Robbins, 2005). Some individuals
find it quite discomforting to have someone always
looking over their shoulder, but others may prefer to
have someone who can respond quickly to problems
when they arise.

Departmentalization

Departmentalization refers to grouping individuals ac-
cording to specific tasks. For example, persons respon-
sible for purchasing, distributing, and managing drug
products could constitute a department. One of the ad-
vantages of having departments is that the individuals
in a department share a common vocabulary and train-
ing and expertise. This should increase efficiency and
effectiveness of the unit. Given the increased complex-
ities of health care and pharmacy in particular, some
organizations are requiring that members work across
departments so that a diversity of ideas and expertise
is given to specific tasks. This team approach helps to
supplement the functioning of individual departments
and allows for better communication between different
areas.

Newer Approaches to Organizational Design

The idea that the best structure for an organization de-
pends on the nature of the environment in which the
organization operates is called the contingency approach
to organizational design (Greenburg and Baron, 2003).
In this approach, based on the work of Mintzberg
(1983), there are five organizational forms: A simple
structure is one in which a single person runs the entire
organization. An independent community pharmacy
would be an example of this structure. This type of
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organization is quite flexible and can respond to the
environment quite quickly, but it is also quite risky
because the success or failure of the business depends
on one or two individuals. A machine bureaucracy is a
highly complex formal environment with clear lines of
authority. This type of organization is highly efficient
in performing standardized tasks but may be dehuman-
izing and boring for employees. A chain or mail-order
pharmacy may be like this depending on the degree of
structure and formalization that exists in the organiza-
tion. On the other hand, a professional bureaucracy is
one in which much of the day-to-day decision making
is vested in the professionals who carry out most of the
work. In this type of structure, there are many rules
and regulations that may inhibit creativity. An exam-
ple of this type of structure would be found in a health
system pharmacy. The positive side of this structure is
that it allows professionals to practice those skills for
which they are best qualified. On the negative side,
these professionals may become overly narrow, which
may lead to errors and potential conflicts between em-
ployees as a resulr of not seeing the “big picture.” A
divisional structure is one that consists of a set of au-
tonomous units coordinated by a central headquarters.
In this design, divisional managers have alot of control,
which allows upper-level management to focus on the
“big picture.” A negative side of this structure is high
duplication of effort. A college or school of pharmacy
that is structured around the various disciplines of the
pharmaceutical sciences is an example of this structure.
A fifth structure is called an “adhocracy.” An “adhoc-
racy” is very informal in nature. There is very little
formalization and centralization. Most of the work is
done in teams. An example of this structure may be
found in the research and development department of
a pharmaceutical company. This type of design fosters
innovation but can be highly inefficient and has the
greatest potential for disruptive conflict.

One of the newest forms of organizational struc-
ture is the boundaryless organization. In this type of
organization, the chains of command are eliminated,
the spans of control are unlimited, and departments are
replaced by empowered teams (Greenburg and Baron,
2003). This type of organization is highly flexible and

can respond quickly to the external environment. One
form of the boundaryless organization is the virtual or-
ganization (Robbins, 2005). A virtual (also called mod-
ular or networked ) organization is one that has a small
core of individuals, and major organizational functions
are outsourced to others. There are no departments in
this type of organization, and all decisions are made
centrally. An example of one aspect of this model in
community pharmacy would be where all refill pre-
scriptions are sent to a central location to be filled and
then returned to the community pharmacy for distri-
bution to patients or where technology is used to verify
prescriptions while pharmacists are located at an off-
site location.

Informal Organizational Structure

Alongside the formal organizational structure, an in-
formal structure exists. The informal system has great
influence in shaping individual behavior. Communica-
tion within the organization is one area that the infor-
mal structure affects. Formal communication patterns
exist in the form of meetings, memos, and reports. In-
formal communication patterns (“the grapevine”) can
take the form of rumors, gossip, and speculation. The
grapevine can be positive in that it allows formal com-
munication to be translated into language that employ-
ees understand. In addition, it can provide feedback to
the manager about pending problems in the organi-
zation. When employees feel frustrated at centralized
decision making and their level of input, the grapevine
can be a useful source of information. Informal ways of
influencing decision making can also emerge through
the formation of alliances and favoritism.
Organizational norms and accountability can be
influenced by these informal means. Norms are explicit
rules of conduct that govern such things as employee
dress and punctuality in reporting for work. Infor-
mal norms can develop through peer-influence systems
(i.e., if most pharmacists stay until all the prescription
orders are processed, then someone who does not will
be looked on unfavorably by peers). The accountabil-
ity system considers ways to measure the achievement
of organizational goals. This is usually accomplished
through performance reviews (see Chapter 10).
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Administrators and managers must monitor their
treatment of employees continually to discern prob-
lems in the organization. Understanding and managing
both the formal and informal structures of the orga-
nization are important for effective functioning and
improved employee performance.

PROFESSIONALS IN
BUREAUCRATIC
ORGANIZATIONS

As noted previously, many organizations can be de-
scribed as following the bureaucratic model of struc-
ture (characterized by control, hierarchy of authority,
the presence of rules, and impersonality). While most
pharmacists are employees of these organizations, they
have been socialized through formal education and
mentorship to value expertise, self-determination, and
care to individual patients. This can be referred to as the
professional model. Other aspects of this model include
the use of professional associations as a major referent
with regard to conduct and behavior, a sense of call-
ing to the field (the dedication of the professional to
work and the feeling that the practitioner would do the
work even if few extrinsic reward were available), and
autonomy (the feeling that the practitioner ought to be
able to make decisions without external pressures from
clients, those who are not members of the profession,
or the employer)(Hall, 1968).

In recent years, the professional value system of
health care has been challenged by escalating costs and
the call for reform (Dye, 2000). Cost is particularly
an issue for pharmacy because the cost of prescription
drugs continues to escalate, and securing payment for
nondispensing services (e.g., patient counseling and
drug therapy monitoring) continues to be a struggle.
One way in which health care organizations have re-
sponded to the need for change is to become more cor-
porate or bureaucratic in values. The corporate model
values the collective needs of its customers (not indi-
vidual patients) both now and in the future and works
to ensure institutional survival through measures of
fiscal responsibility and operating efficiency (Stoeckle

and Stanley, 1992). The professional values the care
of individual patients and their present health needs,
which leads to a focus on trust-building behaviors such
as eliciting personal concerns and exercising technical
competence. The professional responds to authority
based on expertise, whereas the organization’s author-
ity is found in hierarchical positions. Allegiances of the
professional outside the organization (professional as-
sociations) could conflict with organizational norms.
The formalization and standardization found in orga-
nizations can stifle initiative and discourage creativity
and risk taking. There are some positive aspects to the
organizational model. A highly developed division of
labor and technical competence should be related to
a high degree of professionalism because professionals
are considered experts. Accountability and responsibil-
ity are important to the professional as well as to the
corporation.

Students and pharmacists need to articulate their
value system and search for employers that allow them
to express this value system. Research suggests that the
day-to-day experiences pharmacists have with their em-
ploying organization can influence how they view the
entire profession of pharmacy (Gaither and Mason,
1992). Employers that exhibita commitment to profes-
sional ideals and supportive management, in addition
to their own organizational goals, are ones to consider.
Organizations that allow pharmacists’ expectations to
be met find increased commitment to the organiza-
tion (organizational commitment) (Gaither, 1999).
Increased commitment to the profession also increases
organizational commitment (Gaither 1998a; Gaither
and Mason, 1992; Gaither et al., 2008). Support from
management and administrators is positively related to
organizational commitment for pharmacists working
for pharmaceutical manufacturers (Kong, Wertheimer,
and McGhan, 1992). Supervisor support increased
commitment to both the profession and the employer
for pharmacists working in community or hospital set-
tings (Kong, 1995). Pharmacists who believe that the
call for pharmaceutical care would have a positive effect
on pharmacy were more committed to their employer
and to pharmacy as a career.
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It can be concluded that pharmacists™ responses
to organizational demands can have important im-
plications for their professional values. This behooves
students and pharmacists alike to work for and with
organizations that facilitate fulfillment of their expec-
tations. If the values of the organization are not in line
with the values of the health profession, negative per-
sonal and organizational behaviors will occur.

PHARMACISTS’
ORGANIZATIONAL
BEHAVIORS

Examining pharmacists’ work-related attitudes and
behaviors is important if an organization wants to im-
prove the positive and decrease or minimize the nega-
tive actions of employees. Increased absenteeism, tar-
diness, and counterproductive behaviors such as not
completing work in a timely manner or theft will
decrease organizational productivity and performance
significantly. This has the economic consequence
of decreasing the profitability of the organization
(Barnett and Kimberlin, 1984). An unhappy coworker
also can make the work environment unpleasant for
other workers. The entire day seems longer and more
stressful. Negative organizational attitudes also can
compromise patient care. An unhappy or dissatisfied
pharmacist may be less motivated to keep skills and
knowledge levels current. Job dissatisfaction also has
been found to be associated with an increased risk of
medication errors (Bond and Rachl, 2001). The phys-
ical and mental health of the pharmacist also can suf-
fer owing to the stress of working in an unappealing
pharmacy environment with a heavy workload (Krel-
ing et al., 2006). Studies of pharmacists’ organizational
behaviors have focused on a variety of work-related at-
titudes and behaviors. The most common are job sat-
isfaction, organizational commitment, job stress, and
job turnover.

Job Satisfaction

Job satisfaction can be defined either as an emotional
response (the pleasurable or positive emotional state

resulting from the appraisal of one’s job or job experi-
ences)(Locke, 1976) orasa comparison between expec-
tations and the perceived reality of the job as a whole
(Bacharach, Bamberger, and Conley, 1991). Each indi-
vidual brings a set of expectations to a job. Research in
pharmacy suggests that how closely the job meets ex-
pectations, performing more clinical or nondistributive
work activities, higher levels of autonomy, good envi-
ronmental conditions (i.e., better work schedules, less
workload, and less stress), professional commitment,
and working in an independent pharmacy environ-
ment are strong predictors of job satisfaction (Cox and
Fitzpatrick, 1999; Gaither, 1999; Gaither et al., 2008;
Hardigan et al., 2001; Lerkiatbundit, 2000; Mott
et al., 2004; Olsen and Lawson, 1996; Reuppell et
al., 2003). Being younger, male, in a staff position,
working full-time, high role stress (i.e., role ambigu-
ity, role strain, or role overload), and negative interper-
sonal interactions with either coworkers, management,
or patients (Gaither etal., 2008; McHugh, 1999; Mott
et al., 2004; Prince, Engle, and Laird, 2003; Stewart
and Smith, 1987) are factors associated with less sat-
isfaction. In a study of physicians, an organizational
emphasis on quality of care enhanced job satisfaction
(Williams et al., 2002). The same should be true for
pharmacists. Enhanced job satisfaction leads to more
positive feelings toward the employing organization
(organizational commitment) (Gaither at al., 2008)

Organizational Commitment

Organizational commitment has been defined both as
an emotional attachment (affective organizational
commitment) (Allen and Meyer, 1990) and as ac-
cepting the organization’s goals and values, putting
forth effort, and wanting to maintain membership
(Mowday, Steers, and Porter, 1979). Organizational
commitment is important because it is related to re-
duced job turnover intention for pharmacists (Gaither
et al., 2008; Kahaleh and Gaither, 2005). Organi-
zational commitment is enhanced when health care
professionals receive appropriate compensation and
benefits (Gaither and Mason, 1992; Gaither et al.,
2008) and have access to important organizational
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information, resources to perform the job, oppor-
tunities for advancement within the organization,
and organizational support (structural empowerment)
(Kahaleh and Gaither, 2005). This enhancement
holds true regardless of practice setting (Kahaleh
and Gaither, 2007). Psychological empowerment (i.c.,
finding meaning, feeling competent, and having in-
dependence and influence in a job) positively in-
fluences commitment for independent community
pharmacists (Kahaleh and Gaither, 2007). High job
demands (stress) and unpleasant interpersonal in-
teractions decrease affective organizational commit-
ment for hospital pharmacists (Gaither and Nadkarni,
2005).

Job Stress

Role stress in the form of role conflict, role ambiguity,
role overload, and work-home conflict increases job
stress (Gaither, 1998b; Gaither et al., 2008). Job dis-
satisfaction is also associated with increased job stress
(Wolfgang and Wolfgang, 1992). Stress that contin-
ues to be ignored can lead to a phenomenon known
as burnout. Burnout is thought to develop through a
series of stages, and if caught at anytime, it can be re-
versed. See Chapter 13 for ways to manage job stress
and burnout.

Job Turnover

Job turnover is one of most pressing concerns of orga-
nizations. The decreased productivity from voluntary
turnover is very costly to an organization because less
experienced workers must be used to replace the more
experienced workers who leave. Advertising, recruit-
ing, and training a replacement employee for someone
who has left can be costly not only in monetary terms
but also in terms of lost productivity owing to the time
spent bringing the new employee up to speed. In a
time of shortage of available employees, it is impor-
tant to retain existing employees. Actual job turnover
rates of pharmacists have been estimated to be between
14 and 23 percent per year (Gaither, 1998a; Paavola,
1990; Stewart, Smith, and Grussing, 1987). In an in-
terview of chain pharmacists who recently left their
employers, the main reasons pharmacists gave for leav-

ing were related to working conditions: inflexible and
long working hours and inadequate support personnel
(Schulz and Baldwin, 1990). Other reasons for leav-
ing an organization relate to job dissatisfaction, role
stress, and culture and climate factors (Gaither, 1998a;
Gaither et al., 2007, 2008; Mott, 2000). Personal vari-
ables such as number of children (more), race (whites
less), age (older more or less), education (e.g., having an
advanced degree), and having a major life event (e.g.,
getting married, getting divorced, or death in fam-
ily) also can result in job turnover intention (Gaither
et al., 2007, 2008; McHugh, 1999). Market condi-
tions such as the number of jobs available are impor-
tant because this may make it easier to leave one job for
another.

As with burnout, job turnover is viewed as a pro-
cess in which an individual will first think about leav-
ing, search for job alternatives, form an intention to
leave, and then actually leave. Therefore, it can be in-
fluenced at various stages. Managers may not be able to
control all the factors related to job turnover (e.g., ma-
jor life events or market conditions), but they should
be on the lookout for ways in which the organization
can foster commitment, improve job satisfaction, and
decrease role stress. A place to start would be with the
structure of the organization. Looking for problems in
the amount of decision-making ability given to phar-
macists, the tasks/workload assigned, the reward struc-
ture, and communication between management and
staff is a good way to determine areas that need im-
provement. Another factor that may be particularly
important for professional employees such as pharma-
cists is organizational identification.

Organizational identification is defined as the
perception of oneness with or belongingness to a
group/organization (Ashforth and Mael, 1989). To
identify with an organization implies that one sees one-
self as a personal representative of the organization and
feels that the organization’s successes and failures are
one’s own. Fostering organizational identification may
be a very important way to shape health profession-
als’ organizational behavior because outside influences
(e.g., professional associations, colleagues, or patients)
are important in the formation and maintenance of
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professional behavior (Dukerich, Golden, and Shortell,
2002).

The more strongly employees identify with an
organization, the more likely they are to engage in
citizenship behaviors related specifically to the orga-
nization (e.g., courtesy, conscientiousness, sportsman-
ship, civic virtue, and altruism)(Konovsky and Pugh,
1994). These behaviors are actions that typically are
not captured in the normal reward structure of the or-
ganization. A recent study of community pharmacists
found that participation in pharmaceutical care activ-
ities was associated with greater organizational identi-
fication (O’Neill and Gaither, 2007). Higher levels of
organizational identification were related to lower job
turnover intention. Additionally, the way in which an
employee believes the organization is viewed by out-
siders has a direct impact on both organizational iden-
tification and job turnover intention; the more positive
the image, the greater is identification. Joe Smart may
want to ask some of the patients and even the doc-
tors and nurses who come into the ambulatory care
pharmacy how they view the pharmacy and the ser-
vices it provides. If these “outsiders” have a negative
view of the pharmacy, it may be contributing to the
tense atmosphere in the pharmacy. This brings us to
an emerging area in pharmacists’ organizational behav-
iors: emotions.

Emotions

Emotions are intense feelings that are directed at some-
one or something (Greenburg and Baron, 2003). Emo-
tions are sometimes confused with moods, which are
pervasive emotions not directed at any particular per-
son or object (Fiske and Taylor, 1991). Moods have
been shown to be related to withdrawal behaviors such
as absenteeism and turnover (Pelled, Eisenhardt, and
Xin, 1999). Health care organizations put more emo-
tional demands on employees and patients than many
other organizations, yet very little is known about what
these demands are and the strategies people use to
deal with their emotions (Ovretveit, 2001). One study
in pharmacy found that the emotional expression of
anger, defensiveness, or disgust is related to job dis-
satisfaction and depression, whereas the expression of

resentfulness and disappointment is related to emo-
tional exhaustion, a major component of job burnout
(Abunassar and Gaither, 2000).

Health care demands both the suppression and
expression of emotion and skills to know and manage
feelings appropriately (Ovretveit, 2001). Emotional
regulation in the workplace has been termed emotional
labor and is particularly important to health care pro-
fessionals. Emotional labor is defined as expressing or-
ganizationally desired emotions during service trans-
actions (Hochschild, 1983). The difference between
the emotions that an individual expresses and those
he or she actually feels can be the basis of emotional
exhaustion.

Individuals who have the ability to take another’s
perspective or to know what another is feeling (em-
pathic concern) or who generally express or feel positive
emotions (positive affect) will have less of a need to ex-
pend emotional labor (Zammuner and Galli, 2005). It
is also suggested that persons who are more emotionally
mature (or possess greater emotional intelligence) will
experience greater job satisfaction than those who do
not. The pharmacists in the scenario’s ambulatory care
pharmacy may be expending in high levels of emotional
labor. The pharmacy director may want to explore
training for pharmacists to enhance their empathic be-
haviors, which also may decrease their emotional labor
and possibly enhance emotional intelligence. The con-
cept of emotional intelligence also has been linked to
another important influence on the organizational be-
havior of employees: the leadership abilities of those in
management or administrative positions.

LEADERSHIP BEHAVIOR

In an era of increasing corporatization of health care,
securing the welfare of patients requires that health pro-
fessionals participate in the creation of optimal frame-
works to deliver care (Stoeckle and Stanley, 1992). No
longer should the individual pharmacist say, “I am not
the manager or administrator, so I have no role in deter-
mining how the pharmacy is structured or organized.”
Without highly competent and aggressive leadership,

the provision of pharmaceutical care and other new



140 MANAGING PEOPLE

roles advocated by the pharmacy profession could be
usurped by other health professionals, corporate enti-
ties, or technologies (O’Neil, 2002). This will require
the development of leadership abilities in all pharma-
cists.

Management versus Leadership

Leadership can be thought of as getting a group of peo-
ple to move toward a particular vision or ideal. Lead-
ership is concerned with change and with motivating
employees to move toward a shared vision. Manage-
ment, on the other hand, is concerned with handling
the complexities involved in running an organization
(i.e., planning, control, evaluation, and financial anal-
ysis) (Kotter, 1990). Given this distinction, a manager
or an administrator may not necessarily be a leader. She
may be more concerned with the day-to-day function-
ing of the organization. The manager may give little
thought to the overall goals of the organization and how
her department/pharmacy fits into the overall scheme.
In addition, managers may not give much thought to
the future and to developing a shared vision with em-
ployees as to where the organization should be moving.
A good manager should also be a leader because one
needs to be concerned with the present situation but
have an eye on the future. The future should include
not only the tasks and activities in which the organiza-
tion engages but also the development of motivation
and future leadership in the staff. This motivation and
energy are essential to facilitate the transformation of
pharmacy from drug procurement and dispensing into
the provision of pharmaceutical care.

THEORIES OF LEADERSHIP

Trait Theories

Much of the early research on leadership focused on
identifying personality traits that could distinguish
leaders from nonleaders. Intelligence, self-confidence,
a high energy level, and technical knowledge about the
task at hand are positively correlated with leadership
abilities (Robbins, 2005). The problem with the search
for traits of leaders is that it implies that leaders are

born and not made. Individuals without these traits
could never be leaders. It also ignores the influence
and needs of the employees one is trying to lead. Trait
theories focus more on leaders and less on followers.
Research findings in this area have been inconsistent.
Some studies found that one trait was related to lead-
ership ability, whereas another study found that it was
not related (Stodgill, 1948; Yukl, 1989).

Recent research suggests that traits do make a
difference when categorized into five basic personal-
ity characteristics (Judge et al., 2002): extroversion—
one’s comfort level with relationships; agreeableness—
an individual’s propensity to defer to others;
conscientiousness—how reliable a person is; emotional
stability—a person’s ability to withstand stress; and
openness to experience—an individual’s range of interests
and fascination with novelty (Robbins, 2005). High
energy and self-confidence can be categorized under
extroversion and emotional stability. The other main
drawback with the trait approach is that it does a bet-
ter job of predicting who may emerge as a leader than
determining what constitutes effective leadership. This
has led contemporary researchers to take a behavioral
approach to leadership and to focus on the preferred
behavioral styles that good leaders demonstrate.

Behavioral Theories

Researchers have observed three very basic leadership
styles: autocratic, democratic, and laissez-faire. Auto-
cratic leaders make all the decisions and allow for no or
very little input from the employees. Democratic leaders
consult with their subordinates and allow them some
inputin the decision-making process. Laissez-faire lead-
ers allow employees complete autonomy. In such an
approach, employees set their own goals and work to-
ward them with no direction from management. Let’s
say a pharmacy manager would like to implement a
disease management program in the pharmacy. An au-
tocratic leader would just inform the employees of the
change in approach and then assign the tasks necessary
to implement the program. A democratic leader would
present the idea to the employees and ask for their
input about the appropriateness of the idea and take
into consideration their ideas on how to implement
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the program. Finally, a laissez-faire leader would not
mention the idea unless the employees came to him
with it. The leader then would allow the employees to
develop the entire program and implement the plan.
It has been found that all three styles of leadership be-
havior can be appropriate depending on the situation
(La Monica, 1994). These findings led to researchers
to begin examining the components of leadership be-
havior and the determination of appropriate behavior
for the specific situation.

Situational or Contingency-Based Theories

These leadership theories are based on three basic di-
mensions: task and relationship orientation and fol-
lower readiness (Hersey and Blanchard, 1988). 7Zask
orientation refers to the extent to which a leader en-
gages in one-way communication by defining the roles
of individuals and members of the group by explain-
ing (telling or showing or both) what each subordinate
is to do, as well as when, where, how much, and by
when specific tasks are to be accomplished. This di-
mension also includes the extent to which the leader
defines the structure of the organization (i.e., chain
of command, channels of communication, etc.) and
specifies ways of getting jobs accomplished. Relation-
ship orientation refers to the extent to which the leader
engages in two-way communication, provides socioe-
motional support, and uses facilitative versus directive
efforts of bringing about group change. This compo-
nent takes into account the establishment of effective
interpersonal relationships between the leader and the
group based on trust. The third component consists of
Jollower readiness or maturity. In this case, maturity is re-
lated the group’s or individual’s willingness or ability to
accept responsibility for a task and the possession of the
necessary training or experience to perform the task.
As in the example given earlier, a group of pharmacists
may be quite willing to develop a disease management
program but may be inexperienced at implementing
such a program.

Each of these dimensions can be located on a con-
tinuum that is divided into four quadrants (Waller,
Smith, and Warnock, 1989). Fig. 8-4 illustrates these
quadrants.

1. High task/low relationship. The leader determines
the roles and goals of the group and closely super-
vises the task. Communication is one way and usu-
ally flows from the leader to the followers. This style,
also known as zelling, is most appropriate when fol-
lowers are unable/unwilling or insecure (R1).

2. High tasklhigh relationship. The leader still closely
supervises the task but will also explain why deci-
sions are made. The leader may alter the plan given
the followers™ reactions. This style, also known as
selling, is most appropriate when followers are un-
able but more willing or secure (R2).

3. High relationship/low task. In this case the leader is
more concerned about process and how the group
works together to accomplish the task rather than
the task itself. In this style, also called participative or
supportive, the leader still may define the problem
but supports the group’s efforts at accomplishing
the task. Followers in this case are able but unwilling
or insecure (R3).

4. Low task/low relationship. The leader turns over all
decisions and responsibility for task accomplish-
ment, goal attainment, and implementation to fol-
lowers. The leader may be available for consultation
but usually maintains a low profile. In this case, also
called delegation, followers are very able, willing, and

secure (R4).

It is the leader’s job to determine the readiness of
the group and then apply the appropriate leadership
style to the situation.

A final component of this model is leader effective-
ness (La Monica, 1994). A leader’s influence over an
individual or group can be either successful or unsuc-
cessful. When a leader’s behavior fails to influence an
individual or group to achieve a specified goal, then
the leader must reevaluate what occurred and redesign
a strategy for goal accomplishment. Even when a goal is
accomplished, a leader’s influence still can range from
very effective to ineffective depending on how follow-
ers feel about the leader’s behavior. If a leader knows
the personal strengths of her followers and assigns goals
or tasks with them in mind, this can make goal accom-
plishment quite rewarding for the followers. On the
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Figure 8-4. Situational leadership theory. (Adapted with permission from Hersey and Blanchard, 1988.)

other hand, if the followers feel coerced to accomplish
by a leader who uses positional power, close supervi-
sion, and rewards and punishments, the followers may
be very unhappy and carry negative feelings toward the
leader. Leadership effectiveness is very important be-
cause effective leadership will lead to followers who are
motivated and goal-oriented even when the leader is
not present. Ineffective leadership will lead to follow-
ers who often will relax the drive to accomplish when
the leader is absent.

A study of pharmacists who worked in commu-
nity settings or for national and state pharmacy asso-
ciations found that the most common leadership style
was selling (high task/high relationship), and the next
most common was participation (low task/high rela-

tionship) (Ibrahim and Wertherimer, 1998; Ibrahim
etal., 1997). About 26 percent of the pharmacists did
not have adominantstyle. Not surprisingly, most phar-
macists scored in the low (community pharmacists) to
moderate (association executives) range in their abil-
ity to adapt their style to the needs of their subordi-
nates (leadership effectiveness). These results suggest
that while pharmacists possess a dominant leadership
style, there is room for improvement in terms of learn-
ing to respond and modify their style to best fit the
needs and motivational levels of their staff.

Leader-Member Exchange Theory

Another theory related to the leader-follower relation-
ship is the leader-member exchange (LMX) theory
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(Green and Uhl-Bien, 1995). This theory suggests that
leaders establish special relationships with a small group
of followers early on in the tenure of the leader. These
individuals make up the leader’s in-group, whereas oth-
ers are considered part of the out-group. It is unclear
how these relationships form, but most likely they re-
sult from the followers either having similar personality
characteristics to the leader or exceptional abilities to
perform the job. The in-group gets special attention
from the leader and tends to have higher job satisfac-
tion and lower job turnover intention than members
of the out-group (Robbins, 2005). These findings sug-
gest that leaders need to pay attention to the nature
of their relationships with followers because these re-
lationships can greatly affect employee morale (Green-
berg and Baron, 2003).

Leader-Participation Model

One of the more recent additions to contingency-
based leadership theories relates leadership behavior
and participation in decision making (Vroom and
Yetton, 1973). This model assumes five behaviors that
may be feasible given a particular situation. These be-
haviors are (1) you solve the problem yourself using the
information you have available at the time, (2) you ob-
tain the necessary information from subordinates and
then decide on a solution yourself, (3) you share the
problem with relevant subordinates individually, get-
ting their ideas and suggestions without bringing them
together as a group, and then you make the decision,
(4) you share the problem with your subordinates as
a group and collectively obtain their ideas and sug-
gestions, and then you make the decision that may or
may not reflect your subordinates” influence, and (5)
you share the problem with the group and together
you generate and evaluate alternatives and attempt to
reach consensus on asolution. The leader-participation
model then uses a series of eight yes-no questions to
determine how much participation should be used.
Questions include

e Do I have enough information to make a high-
quality decision?

o If the decision were accepted, would it make a dif-
ference which course of action was adopted?

¢ Do subordinates have sufficient additional informa-
tion to result in a high-quality decision?

e Do I know exactly what information is needed, who
possesses it, and how to collect it?

e Isacceptance of the decision by subordinates critical
to effective implementation?

o If were to make the decision by myself, is it certain
that my subordinates would accepr it?

e Can subordinates be trusted to base solutions on
organizational considerations?

e Is conflictamong subordinates likely in the preferred
solution?

These questions allow the leader to determine
which of the five behaviors is most appropriate. Re-
sults from research on this model suggest that lead-
ers should consider the use of participatory methods
when the quality of the decision is important, when it
is crucial that subordinates accept the decision and it
is unlikely that they will if they do not take part in it,
and when subordinates can be trusted to pay attention
to the goals of the group rather than simply their own
preferences (Robbins, 2005). A more recent update of
this model adds several more yes-no questions to con-
sider regarding time constraints that limit subordinate
participation, costs of bringing subordinates together,
minimizing the time needed to make the decision, and
the importance of developing subordinates™ decision-
making skills (Vroom and Jago, 1988).

This approach may be fruitful in pharmacy be-
cause new leadership models of organizing health care
have been proposed. Governance models that focus
on shared decision making between management and
health care professions offer away to combine both pro-
fessional and organizational concerns (Young, 2002).
The management style of leaders in an era of change is
one that has a high regard for people and production
and emphasizes shared responsibility, involvement,
commitment, and mutual support (Williams, 1986).
The most productive and motivated staff members are
those who have strong relationships with others with
whom or for whom they work (Abramowitz, 2001).
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Transactional versus Transformational
Leadership

Most of the theories presented in this chapter are con-
sidered transactional in nature. In other words, they
are largely oriented toward accomplishing the task at
hand and maintaining good relations with those work-
ing with the leader by exchanging promises of rewards
for performance (Dessler, 1998). A newer approach to
leadership takes a transformational approach. Transfor-
mational leaders make subordinates more conscious of
the importance and value of their task outcomes and
provide followers with a vision and motivation to go
beyond self-interest for the good of the organization
(Osland et al., 2001). This focus on task outcomes is
a major shift in the health care arena because much
of the focus of health care has been on the process
of care (DeYoung, 2005). It is suggested that health
care organizations need both transactional (for control
and efficiency) and transformational (for innovation)
leadership. A recent survey of health system pharma-
cists indicated that pharmacists did possess both trans-
actional and transformational characteristics, but few
were interested in becoming the director of pharmacy
(Abraham, 2006). This suggests that more research is
needed as to why this type of leadership is unattractive
to pharmacists and what can be done to remedy this
situation. More information on leadership theories can
be found in Chapter 14.

There is always the question of whether leadership
is really necessary. As mentioned earlier, advocating for
patients and the fulfillment of new roles for pharmacists
will require thatall pharmacists demonstrate leadership
behaviors. Such factors as ability, intrinsic motivation,
the nature of technology, and the structure of the or-
ganization can affect the performance and satisfaction
of its members. By the time pharmacists graduate from
school, they possess the basic task knowledge to prac-
tice pharmacy. Pharmacists may also try to maintain
good working relationships with patients and manage-
ment because of professional values. These factors can
substitute for effective leadership. Goals will be met re-
gardless of what the leader or manager does or does not
do. But managers and leaders need to recognize that

by no means will motivated pharmacists continue to
be motivated and energized in working environments
that are negative and highly stressful. It is important
for leaders to develop a shared vision with individual
units in their organizations and support and empower
employees to move toward that vision. It is an effective
leader who conducts self-diagnoses and is aware of his
or her blind spots or weaknesses and actively seeks ways
to address them.

One final note regards the increasing diversity in
health care organizations regarding not only the type
of personnel working together (i.e., physicians, nurses,
pharmacists, technicians, and assistants) but also in the
demographic characteristics of these workers (i.e., gen-
der, race/ethnicity, and age). Leaders must be able to
effectively manage this diversity to maximize individ-
ual performance. An approach that links diversity to
the actual work performed and values it for what it
adds to the organization leads to an environment in
which the benefits of diversity can be maximized (Ely
and Thomas, 2001). Pharmacy employers should be-
gin to open dialogues with employees to explore these
possibilities (see Chapter 12).

REVISITING THE SCENARIO

Joe Smart knew that something was wrong with the in-
ternal environment of the ambulatory care pharmacy.
What he probably noticed was a lack of leadership on
the part of the pharmacy director and how the pharma-
cists were very task-oriented in their behavior. It may
be that the employees of the pharmacy do not feel like
a part of the health system organization and are feeling
frustrated by a lack of recognition by others. It seems
as though not a lot of time has been spent building
relationships within or outside the department. Since
Joe is the newest employee of the pharmacy, he is a
bit hesitant to get involved, but he may be the per-
fect person to inquire about the values and goals of the
ambulatory care pharmacy and how the pharmacy is
structured to meet these goals. This would be a perfect
time to examine the climate in the pharmacy to find
out why the employees are dissatisfied. Although Joe
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does not have a leadership position in the organization,
he should think about what he could do to improve the
environment of the pharmacy. It is everyone’s responsi-
bility to make sure that health care is being delivered in
the best manner possible, and unhappy staff members
probably are not doing their best. Joe also could work
on building relationships with others on the staff. This
may help the employees talk about what is going on at
the pharmacy. With the help of more experienced em-
ployees, Joe could bring these matters to the attention
of the pharmacy director. By taking a proactive stance,
Joe is developing leadership skills that will serve him
throughout his career.

CONCLUSION

An understanding of organizational behavior is needed
by pharmacists to function productively in an organi-
zational environment. Looking for employers who fa-
cilitate professional goals is necessary for the continued
development of new roles for pharmacists. It is impor-
tant that health care professionals do not stay away
from participating in organizational governance. Itis a
part of their professional responsibility to ensure that
health care is delivered appropriately to patients. Lead-
ership ability can greatly influence pharmacists’ atti-
tudes and behaviors. Without a clear and shared vision
between management and staff, innovative practices
will be difficult to implement.

QUESTIONS FOR FURTHER
DISCUSSION

1. Why did the focus of organizational behavior
change over time?

2. Given that organizations are trying to empower em-
ployees at all levels, are organizational charts still
necessary? Why or why not?

3. How important is division of labor, span of control,
unity of command, departmentalization, and other
structural aspects in pharmacy today? Do you see
more or less of these structures in pharmacy orga-

nizations? What new organizational forms do you
see developing in the future?

4. Whatare some ways in which professionals respond
to organizational demands? Are these appropriate?
What are other ways of responding?

5. What role do values play in an organization?

6. Why is it important for pharmacists and employing
organizations to monitor organizational behaviors?

7. What role does emotion have in a health care or-
ganization? How might we better understand its
importance?

8. What are some key features of leadership? Is it im-
portant for pharmacists to develop leadership skills?
How will you develop your leadership abilities?
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LEARNING OBJECTIVES

After completing this chapter, students should be able to

1. Explain the importance of human resources management in providing high-quality
pharmacist services.

Describe the role of the Civil Rights Act of 1964 in managing human resources.
Identify critical steps in the recruitment and selection of employees.

Compare and contrast job orientation, training, and development.

Discuss the roles of motivation and rewards in employee performance feedback.

AN

List the steps involved in progressive discipline.

SCENARIO

Scot Phinney has just accepted a position as pharmacy director for a 200-bed community
hospital in a fast-growing suburb of a southern city. Scot has a doctor of pharmacy degree and 3
years of work experience as staff pharmacist at another hospital across town. Scot’s responsibility
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in his new position is to take care of the operations
of the inpatient pharmacy department and an ambu-
latory care pharmacy. He is responsible for supervising
approximately 20 full- and part-time employees on the
day and evening shifts.

After just 1 month on the job, Scot is faced with
several personnel problems. Three pharmacists have
left the department recently for other jobs. Many of
the remaining pharmacists and technicians have ex-
pressed dissatisfaction with their jobs by complaining
constantly about the smallest problems. Two frequent
comments made by employees are “It’s not my job” and
“I don’t get paid enough for this.” Some of the discon-
tent has even led to serious arguments. Two times in
the last week Scot had to break up shouting matches
between employees. In addition to their complaining,
the pharmacists show little initiative and appear to be
only going through the motions of their jobs. Tech-
nicians are not supervised properly and are allowed to
disappear from the department for extended periods.
To top it off, nursing administration has filed several
formal complaints regarding rude behavior and poor
service by pharmacy personnel.

The tenures of pharmacists and technicians in
their positions range from 5 to 20 years, making Scot
the only newcomer to the department. Prior to Scot’s
arrival, the pharmacy director, a man who retired re-
cently after 20 years of service to the hospital, gave
minimal feedback or guidance to employees. The for-
mer pharmacy director avoided confrontations, so he
typically let personnel problems simmer until they got
out of control. Without much guidance from their di-
rector, pharmacy employees developed bad work habits
and unprofessional behaviors. Scot would like to turn
things around in the pharmacy department but is not
sure where to begin.

CHAPTER QUESTIONS

1. How might poor human resources management in
pharmacies cause (a) job stress and burnout, (b)
medication dispensing errors, and (c) pharmacist
shortages?

2. Describe basic human resources tasks. What are key
elements associated with each?

3. Why are job descriptions and performance stan-
dards important in human resources management?

4. Why is human resources management a crucial el-
ement of a pharmacy’s image in the eyes of its pa-
tients?

HUMAN RESOURCES
MANAGEMENT AND
PHARMACY PRACTICE

The scenario depicts an all too common situation in
health care organizations, in which employees lack di-
rection and guidance in their jobs. As a result, the qual-
ity and quantity of work suffers, and the work environ-
ment becomes intolerable. Without human resources
management, even professionals such as pharmacists
can lose direction.

The practice of pharmacy management consists of
a wide range of complex tasks that involve either man-
aging people or managing nonhuman resources such
as property and information. Managing nonhuman re-
sources consists of such activities as inventory control,
computer systems design and maintenance, and finan-
cial management. This chapter deals with managing
people. Managing people, known by the formal name
of human resources management (HRM), is an essential
duty for any pharmacist who must interact with or su-
pervise others. HRM is important because it can make
the difference between a smoothly running pharmacy
and a dysfunctional, unsuccessful one.

Human resources management (HRM) is defined
as the process of achieving organizational objectives
through the management of people. Tasks associated
with HRM include recruiting, hiring, training, devel-
oping, and firing employees. When these tasks are done
well, pharmacy employees know their responsibilities
and receive sufficient feedback to meet them success-
fully. When these tasks are done poorly, pharmacy em-
ployees are given little or inconsistent direction in their
tasks and often are frustrated in their jobs.

HRM is critical to the pharmacy profession be-
cause many pharmacists and pharmacy employees
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probably are capable of much higher performance lev-
els than they are providing currently. The negative con-
sequences of this lost performance can be substantial
to both pharmacists and their patients.

Many problems in the pharmacy profession result
atleast partially from the fact that pharmacists often are
poorly managed and led. For example, overwork and
stress occur often because pharmacy personnel waste
time and effort in their jobs owing to unclear directives
from management, poor teamwork, insufficient train-
ing, inadequate feedback about productivity and qual-
ity of work performance, and conflicts between people.
If this wasted effort could be rechanneled into produc-
tive activities, then the burden and stress of overwork
could be relieved. It can also be argued that many medi-
cation errors result from poor personnel management.
A manager may contribute to medication errors by
emphasizing quantity of work over quality of work.
Medication errors may occur when poorly managed
pharmacists are permitted to develop poor dispens-
ing habits, provide inadequate supervision of techni-
cians, or maintain incomplete medical documentation.
Poorly managed technicians contribute to medical er-
rors when they are permitted to develop bad work
habits or do not communicate with pharmacists. If per-
sonnel were supported by better HRM practices, fewer
errors likely would result, and lives might be saved.

This chapter discusses the recruitment, selection,
training, disciplining, and termination of pharmacy
employees. It describes the steps involved in HRM and
some of the constraints placed on managers. It also
offers recommendations to pharmacists for practicing
more effective personnel management.

LAWS AND REGULATIONS
INFLUENCING HRM

The HRM process is influenced by laws and regula-
tions passed by local, state, and federal governments.
These laws and regulations were put in place to protect
workers from certain employer practices and biases.
The Federal Civil Rights Act of 1964 is the primary
piece of legislation affecting HRM practices (Donnelly,
Gibson, and Ivancevich, 1995). The act and subse-

quent amendments to the act prohibit discrimina-
tion in employment hiring, promotion, compensation,
and treatment of protected employee groups. Protected
groups are those who might be discriminated against
based on their gender, race, age, religion, sexual pref-
erence, height, weight, arrest record, national origin,
financial status, military record, or disability. Laws that
amend or supplement the act include (Donnelly, Gib-
son, and Ivancevich, 1995):

o Title VII of the Civil Rights Act of 1991. This amend-
ment to the original 1964 act prohibits discrimina-
tion on the basis of race and places the burden of
proof on the employer.

o Age Discrimination Act of 1967. This act protects
employees 40 years of age and older from discrimi-
nation.

® Americans with Disabilities Act of 1990 (ADA).
The ADA prohibits employer discrimination against
qualified individuals who are labeled as “disabled.”
It requires employers to make reasonable accommo-
dations for disabled employees to permit access to
their jobs.

o Family and Medical Leave Act of 1993 (FMLA).
FMLA requires employers of 50 or more employ-
ees to guarantee employees 12 weeks of unpaid leave
each year for special family duties such as childbirth,
adoption of children, illness of family member, or
personal illness.

The Equal Employment Opportunity Commis-
sion (EEOC) was created in 1972 with an amendment
to the Civil Rights Act. The EEOC was given the au-
thority to monitor discrimination and file lawsuits to
correct discriminatory practices in the workplace. This
amendment was also responsible for affirmative action,
an activist approach to correcting discrimination. Af-
firmative action pressures employers to actively recruit
and give preference to minorities in order to correct
previous prejudice in employment. Although highly
controversial, affirmative action is practiced commonly
in business.

Every process of HRM is influenced in some
way by EEOC oversight. Hiring practices require that
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diversity in the workplace be considered. Interview-
ing is constrained by limits on questions that may be
legally asked of job candidates. Disciplining employees
requires that certain procedures be followed and doc-
umentation kept that ensures that discrimination does
not occur on the job. Although some managers may
chafe at the restrictions, federal employment laws act
primarily to enforce what any good manager should
already be doing, for example, developing fair and ex-
plicict HRM procedures.

In addition to the Civil Rights Act, other laws and
regulations affect the management of human resources.
For instance, the Occupational Safety and Health Act
0f 1970 established the U.S. Occupational Safety and
Health Administration (OSHA) to develop and en-
force workplace standards designed to prevent work-
related injuries, illnesses, and deaths (OSHA, 2007).
Of particular relevance to pharmacy are OSHA’s er-
gonomic workplace standards and its rules for prevent-
ing exposure to hazardous chemicals and bloodborne
pathogens.

RECRUITMENT AND
PLACEMENT

Importance of Recruitment and Placement

Recruitment and placement of pharmacy personnel are
two of the most important tasks a manager can un-
dertake. If a manager finds and hires competent, self-
motivated professionals, issues such as motivation and
performance are less of a problem. Good hiring prac-
tices also diminish employee dissatisfaction and turn-
over by matching the right person with the right job.
Pharmacy organizations need to exercise great care
in recruitment and placement because each employee
represents the organization and the profession. All em-
ployees who interact with customers help to determine
the image they have of your organization. In fact, phar-
macy clerks, technicians, and pharmacists are more
likely to determine a pharmacy’s image than any ad-
vertising or promotional events (Holdford, 2003).
Pharmacy employees can also be a source of com-
petitive advantage in the marketplace. A good phar-

macist can generate significant revenue for a firm by
maintaining a loyal patient base and drawing others
from competitors. In addition, satisfied patients are
more likely to recommend a pharmacy to friends and
family and purchase greater quantities of merchan-
dise.

Choosing the wrong employee for a position can
be quite expensive. If that employee leaves after a short
time, the employer must bear the cost of recruiting,
selecting, and training a replacement. It has been es-
timated to cost businesses, in general, from $1,000 to
$2,000 to replace service workers and from $4,000 to
$8,000 to replace professionals (Reynoso and Moores,
1995; Weinberg and Brushley, 1997). Including the
money lost from lowered productivity and lost busi-
ness, the cost of losing established professionals and
managers can rise to as much as $100,000 (Fitz-Enz,
1997). Table 9-1 shows some of the costs that might
be seen with the loss of a pharmacist.

Hiring problem employees can also be expensive.
Hiring employees who are unproductive or have per-
sonal problems can be a nightmare for managers. Many
of these employees are able to keep their jobs by rid-
ing the line between minimal acceptability and ter-
mination. Even problem employees who eventually
are terminated can sow conflict within an organiza-
tion, reduce job enjoyment, increase workplace ten-
sion, hinder teamwork, and cause a host of other prob-
lems. Problem employees also can take up significant
managerial time in counseling, dispute mediation, and
oversight. Therefore, it is essential that pharmacy man-
agers do all they can to choose the right employees.

Recruiting

Recruiting consists of all activities associated with at-
tracting qualified candidates to fill job vacancies. The
purpose of recruiting is to attract the most qualified
candidates to interview for vacant job positions. Re-
cruiting is easier when employers are proactive in their
recruitment efforts. Proactive recruitment occurs when
employers (1) continually recruit and network, (2)
maintain a pleasant work environment where people
want to be employed, and (3) establish a positive image
in the minds of potential recruits.
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Table 9-1. Negative Consequences Associated
with Losing a Pharmacist

e The pharmacy may have to reduce store hours
until a replacement can be found.

e Patients may go to competitors.

e The remaining pharmacists and employees have
to cover the responsibilities of the missing
pharmacist. This can increase employee stress
and lead to more overtime costs to the pharmacy.

o The employer incurs costs to replace the
pharmacist. The employer may pay to advertise
the position in newspaper want ads or
professional journals. Salary costs are spent on
personnel involved in related clerical and
interviewing tasks.

e Personnel need to be freed up from normal
responsibilities to train newly hired pharmacists.

e The new pharmacist may spend up to 1 year or
more before becoming 100 percent productive
to the employer. Productivity is reduced while
the pharmacist learns job details such as the
location of drugs, computer system procedures,
and proper handling of insurance forms.

Source: Used with permission from Holdford, 2003,
p 70.

Proactive recruiting of pharmacy employees
should be a continuous activity that takes place re-
gardless of whether a position is open or not. Well-run
pharmacies continually develop contacts with potential
employees who can be approached once an opening oc-
curs. Contacts can be developed at professional meet-
ings and social gatherings or through work. A phar-
macy employer can also cultivate potential employees
by hiring pharmacy students for part-time work and
mentoring pharmacy students in advanced-practice ex-
periences (i.e., clerkships).

Proactive recruiters also recognize that it is eas-
ier to find candidates the more desirable the job, so
they attempt to build a desirable work environment.
These employers try to improve conditions such as

employee rewards and recognition, inclusion of em-
ployee input into work decisions, benefits, and quality
of daily work life. Employers who treat employees well
have fewer problems with job turnover because em-
ployees do not want to leave. When vacancies occur,
they are filled quickly and with less effort because po-
tential employees seek them out. In many cases want
ads are unnecessary because applicants apply as a re-
sult of word-of-mouth recommendations from current
employees.

Employers who are successful in offering the most
desirable jobs often develop a reputation as employers of
choice. Employers of choice have a positive image in the
community and can pick and choose among the best
candidates for positions. For example, Ukrops is a small
grocery chain in central Virginia that employs pharma-
cists. The company has been twice voted to be one of
Fortune Magazines “Top Employers” (Tkaczyk et al.,
2003). The company’s annual voluntary job turnover
rate is under 10 percent for its 5,500 employees. Thus
there is strong competition for the limited number of
job openings that arise, permitting the company to se-
lect the most qualified applicants from a ready supply
of excellent candidates

In addition to word-of-mouth recommendations,
advertisements are a common way of recruiting phar-
macy employees. The first step in advertising is decid-
ing how big of a net to cast for potential employees.
Will local advertising bring in sufficient numbers of
qualified candidates, or should advertising be regional
or national? The answer to this question will be in-
fluenced by issues of reach and cost; that is, the more
people reached by the ads, the greater is the cost. If
local advertising is chosen, then advertisements can be
placed in hometown newspapers or state professional
journals. For regional or national advertisements, em-
ployers can use national newspapers (e.g., New York
Times), national professional journals (e.g., Journal of
the American Pharmacists Association), or Internet job
Web sites (e.g., www.careerbuilder.com). The decision
on where to advertise depends partly on the amount
budgeted for advertising the position. The organiza-
tion must consider the cost-effectiveness of the various
advertising media. It has to determine whether there
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are enough sufficiently qualified persons in the local
area to justify local advertising. If so, then local ad-
vertising probably is more cost-effective, especially be-
cause qualified candidates from distant areas would be
reimbursed for travel for the interview. Another con-
sideration is targeting an appropriate demographic. For
example, if an organization is seeking a pharmacist with
considerable years of experience for a management po-
sition, it need not advertise in a newspaper or mag-
azine that targets teenagers. On the other hand, if an
organization consistently recruits for a large number of
positions, it should be conscious about trying to reach
populations diverse in age, gender, and race/ethnicity.

After choosing the advertising medium, an adver-
tisement is written. When writing any advertisement,
it is important to keep it simple. It should not make
false promises and should not use hyperbolic rhetoric
or technical jargon. It should only capture the eye of
qualified candidates and persuade them to contact the
pharmacy.

Placement

Placement refers to candidate application, screening,
interviewing, selection, and hiring processes. In many
organizations, pharmacists are assisted in this process
by corporate personnel offices. Personnel offices offer
valuable assistance in advertising positions, managing
applications and paperwork, screening candidates, ad-
vising about legal and policy questions, checking ref-
erences, and extending job offers. They free pharmacy
personnel to develop criteria for selecting employees,
to interview qualified candidates, and to make the final
choice.

It is important to emphasize, however, that phar-
macists need to monitor and influence the personnel
office’s performance in the placement process. One rea-
son is that personnel employees do not understand as
well as pharmacists the requirements of pharmacy prac-
tice. They may emphasize different knowledge and ca-
pabilities than pharmacists. A second reason is that the
personnel office does not have to suffer as much from
the consequences of a bad employee choice. Pharmacy
personnel will bear the brunt of a bad employee se-
lection. Therefore, it is incumbent on pharmacists to

maintain as much control over the process as necessary
to ensure a good choice.

Application

One of the first steps in hiring is for a candidate to fill
out a job application. Job applications serve two pur-
poses. The first is to help screen unqualified candidates.
Applications can identify whether candidates have the
necessary training, degrees, and experience for the job.
The second purpose of applications is to provide back-
ground about the candidate for the interview.

Screening
Once they have submitted an application, applicants
are screened to see if they meet the requirements of the
job. Screening is a process that attempts to weed out
unqualified applicants from the pool of potential can-
didates. Common screening criteria include lack of job
qualifications (e.g., license, degree, residency, or experi-
ence), poorly completed applications (e.g., misspelling,
missing information, or sloppy writing), and negative
applicant history (e.g., felony conviction, lying on the
application, or frequent changes in employment).
Screening criteria are developed from job analyses.
Job analyses are systematic reviews of the requirements
of a job (Donnelly, Gibson, and Ivancevich, 1995).
Job analyses attempt to identify some of the following
aspects of a job:

e Behaviors, tasks, and outcomes required of the em-
ployee on the job

e Skills, capabilities, and knowledge required

* Physical requirements

* Required information, technology, and resources

® Expected interpersonal relationships

* Budget and managerial responsibilities

The job analysis provides useful information for
both employees and managers. For managers, infor-
mation from the job analysis is used in writing job
descriptions, interviewing job candidates, screening
candidates, and setting performance criteria. For em-
ployees, information from the job analysis tells employ-
ees how work is to be done and the outcomes expected.
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Interviewing
When qualified candidates are identified, interviews are
scheduled. Qualified candidates normally are ranked
according to desirability, with the top-ranked candi-
dates receiving initial invitations to interview. If a can-
didate is not chosen from the first round of applicant
interviews, a second round is scheduled, drawing from
the remaining pool of applicants.

Preparation for an interview is as important for
the interviewer as it is for the candidate. The following
is a suggested list of interview preparation steps:

o Send information about the position to the candidate.
It is helpful to provide candidates with specific infor-
mation about the job description and standards for
performance to help them prepare for the interview.

o Identify interview objectives. It is important to ask
yourself what you want to achieve with the inter-
views. For example, if you have acute, immediate
needs, you may only consider candidates who are
available immediately. However, if your interest is
long term, you may be willing to wait for an excel-
lent candidate to graduate from pharmacy school or
complete a commitment made to another employer.

o Review the position description and performance stan-
dards. The position description and performance
standards will form the basis of your interview ques-
tions. Examples of a position description and per-
formance standards are provided in Table 9-2.

o Develop a list of interview questions. Pay particular
attention to assessing the requirements of the job
specified in the performance standards.

o Study the applications and résumés. Look for accom-
plishments and credentials on which you want the
candidate to expand. Also note frequent job changes,
gaps in employment, demotions, inconsistencies in
history, or incomplete information on references
about which you want to learn more.

o Schedule a quiet, uninterrupted interview. It shows
disrespect to the candidate if you permit interrup-
tions and distractions from giving your full attention
to the interview.

e Alert coworkers whom you want the candidate to
meet so that they can schedule a time to meet.

Most interviews follow a relatively predictable
number of steps. The first step consists of introductory
small talk designed to put the candidate at ease. Rather
than jumping immediately into the questioning, a few
minutes may be spent developing some rapport with
the candidate. After the small talk, interview questions
are posed of the candidate. When the questioning phase
is finished, the interviewer describes and promotes the
job to the candidate. At this point, candidates typically
ask questions of the interviewer about the job. At the
end of the interview, applicants either meet with other
interviewers or are given a tour of the facilities.

Interviews can be conducted in several different
ways. The traditional interview attempts to engage can-
didates in a general discussion about themselves. A
common question from a traditional interview might
be, “Tell me a little about yourself” or “What are your
strengths and weaknesses?” Situation (or role-play) in-
terviews direct applicants to describe how they would
handle a difficult imaginary situation. For example,
“You are the pharmacy manager, and one of your
employees has just told you that another worker is
stealing merchandise. What would you do?” Situation
interviews assess candidates’ problem-solving capabil-
ities and communication. Stress interviews attempt to
replace the polite conversation seen in traditional in-
terviews with a deliberate attempt by the interviewer
to unnerve the candidate with blunt questions (e.g.,
“Why would a woman like you want to work here?”),
interruptions, and persistent pursuit of a subject. It at-
tempts to discern candidate preparation and ability to
handle stress. Behavioral interviews try to evaluate an
applicant’s past behavior, experience, and initiative by
asking for specifics about past events and the candi-
date’s role in those events. Classic behavioral questions
start with “Give me an example when you . .. ” or “De-
scribe your worst . . ..~ Behavioral interviewing is based
on the assumption that past behavior best predicts fu-
ture behavior. In many cases interviewers employ more
than one style in an interview. Other tools used by
some employers to select candidates are standardized
personality and skills tests. Their use stems from a be-
lief that persons with certain personality traits (e.g., one
who employs a particular leadership style) may be best
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Table 9-2. Sample Job Description and Performance Standards for a Hospital Pharmacist

Description

Responsible for safe distribution and drug administration for patient care, supervising technicians, order
entry, drug monitoring, and providing drug information to nurses and physicians.

Qualifications

Bachelor’s degree (5-year program) or advanced pharmacy degree (Pharm.D. or M.S.) from an accredited
college of pharmacy, hospital pharmacy experience preferred, licensure or eligibility for licensure.

Performance Standards

Dispensing
Clinical skills and professional
judgment
outcomes.
Productivity
manner.
Service

Dispenses medications in accordance to all state and federal laws
Integrates clinical, procedural, and distributive judgments using
acceptable standards of practice to achieve positive patient

Prioritizes work to ensure that all tasks are completed in a timely

Fosters favorable relations between hospital personnel, patients,

coworkers, families, visitors, and physicians. Accepts chain of
command, supervision, and constructive criticism.

Written documentation and
communication

Follows all state and federal laws, regulatory agency rules, and
hospital policies and procedures regarding written documentation.

Consistently, clearly, and concisely communicates oral and written
information to all hospital personnel, physicians, and patients.

Technical supervision

Provides oversight and feedback to pharmacy technicians that

ensures quality care and adherence to departmental policies and

procedures.
Attendance and punctuality

suited for a position or may fit best within a company’s
culture. Similarly, a person may have to demonstrate
one or more particular abilities on a skills test to min-
imally qualify for a job. The use of standardized tests
has limitations, and thus such tests may not be used to
a great extent in health care.

Most interviewers have limited experience and are
prone to common interview mistakes (Umiker, 1998).
One s lack of preparation. Managers who are very busy
with immediate problems may be tempted to skimp on
interview preparation. However, that savings of time
is not a bargain if it leads to a bad hire. Another typi-
cal mistake occurs when the interviewer does most of
the talking and does not give the candidate an opportu-
nity to speak. It is hard to learn much abouta candidate

Meets all hospital policies regarding attendance and punctuality.

when the interviewer is talking. In other situations, in-
terviewers treat the interview as an inquisition designed
to squeeze the candidate into revealing his or her flaws.
Although this may reveal some insights about the can-
didate, it is also likely to drive the candidate to another
employer. Finally, some interviewers assume that the
candidate wants the position, so no attempt is made to
sell its benefits. Any of these mistakes can result in ei-
ther losing a desirable candidate or choosing the wrong
one.

Selecting Candidares

During the interview process, it is important to keep
good notes about each candidate. This is essential for
keeping details about candidates organized and for
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Table 9-3. Interview Mistakes That May
Immediately Exclude a Job Candidate

from Consideration

¢ Arriving late

¢ Dressing inappropriately

¢ Poor body language

¢ Arrogance

o Self-serving questions

» Ignorance about the hiring organization and job
itself

 |rritating speech patterns, such as not speaking
clearly or an overreliance on slang words

e Failing to answer questions asked

Source: Used with permission from Medley, 1984.

documenting the selection process in case any claims
of discrimination should occur. It is better to save note
taking until immediately after the interview to avoid
distracting the candidate during the interview. It is
also helpful to develop an interview checklist to struc-
ture interview notes. Table 9-3 lists several interview
mistakes candidates make frequently that can exclude
them immediately from further consideration (Medley,
1984).

The final choice of the interviewer often comes
down to how well a candidate can address the following
questions:

o Can this person do the basic job? This addresses the
ability of the candidate to contribute to the organi-
zation’s performance. For instance, a good clinical
pharmacist who has little dispensing experience may
not be chosen for a position in a community phar-
macy setting. Although good clinical skills may be
helpful in a community position, basic dispensing
capabilities are essential.

o How well do the candidate’ skills and capabilities mesh
with the organization’s needs? Sometimes the best em-
ployee for a position does not have the greatest cre-
dentials or the most talent. In many circumstances,
the best employee is the one who can fill skill de-

ficiencies in the organization and complement the
talents of other employees.

o Will the candidate make my job easier? Everyone has
some self-interest in the selection of a candidate. Suc-
cessful applicants often highlight how they will be
able to solve problems of individuals and the orga-
nization.

o Would I want to work with this person? This question
deals with the rapport between the applicant and
the interviewer. If the rapport is good, the chances
of selection are enhanced significantly.

Hiring

In most cases, a candidate cannot be hired until the
personnel department completes a reference check. If
everything is found to be acceptable, a compensation
package is put together, and an offer is extended. Once
again, it is important that the pharmacy department
be involved in the process to ensure that an offer is not
mishandled. For example, if an uncompetitive com-
pensation package is put together for the candidate,
pharmacy personnel may need to argue for a better
one. Once an applicant accepts a position, the hard
part of HRM begins.

Hiring is just the first step in the HRM process.
Once hired, employees must be given the training and
feedback necessary to do their jobs. There are many
reasons why employees may not perform their tasks as
they should. Table 9-4 gives a list of them (Fournies,
1999). A quick scan of the list indicates that employees
either do not know (1) what they are supposed to do
or (2) how to do it and/or (3) they benefit from not
doing it. Managers must communicate to employees
what is expected of them, train them to do it, and
provide feedback about how well they are doing and
how they mightimprove. The remainder of this chapter
addresses how employees can achieve these goals.

TRAINING AND
DEVELOPMENT

Training
A manager’s job is to help staff members succeed at
their jobs. One key task in employee success is training,.



158 MANAGING PEOPLE

Table 9-4. Reasons Why Employees Do Not Always
Do What They Are Supposed to Do

e They don’t know what they are supposed to do.

e They don’t know why they should do it.

e They don't know how to do it.

¢ They think something else is more important.

e There are no positive consequences for them
doing it.

¢ There are no negative consequences for them
not doing it.

e They are rewarded for not doing it.

e They are punished for doing what they are
supposed to do.

e They are not and will never be capable to
perform as desired.

¢ They have personal problems that get in the way.

Source: Used with permission from Fournies, 1999.

The purpose of training is to help employees meet the
changing demands of their jobs. Training benefits both
the organization and the employee. For the organiza-
tion, it improves the quality and quantity of work pro-
vided by each employee. For the employee, it can make
the job more interesting and meaningful and lead to
greater morale and sense of accomplishment (Hold-
ford, 2003). Excellent pharmacy service organizations
invest in the training and development of their em-
ployees.

Training and development serve different pur-
poses. Training is meant to improve employee perfor-
mance with current tasks and jobs, whereas develop-
ment prepares employees for new responsibilities and
positions. Therefore, training is essential for meeting
current needs, and development is an investment in
future needs.

Training comes in two primary forms: orientation
and job training. The purpose of orientation train-
ing is to welcome new employees, present a positive
first impression, provide information that will permit
them to settle into their new responsibilities, and es-
tablish early expectations of performance and behav-

ior (Umiker, 1998). It also involves familiarizing new
hires with the company’s/department’s mission, goals,
cultural norms, and expectations. Examples of things
covered in orientation training include coworker in-
troductions, a tour of the facilities, discussion of em-
ployee benefits, review of departmental policies and
procedures, discussion of performance objectives for
the job, description of behavioral expectations, demon-
stration of the computer system, and special organiza-
tional training (e.g., HIPAA, sexual harassment, and
discrimination). It is a good idea to develop a checklist
that covers all orientation topics to ensure that nothing
is overlooked.

Job traininghelps current employees learn new in-
formation and skills to do their jobs and refresh capa-
bilities that may have diminished over time. Although
pharmacists are highly trained professionals, the chang-
ing nature of medical and business practice requires
continual training throughout their careers. Job train-
ing is a responsibility of both the individual and the
organization. For example, a pharmacist might attend a
continuing-education program offered by a pharmacy
school to fill a perceived gap in knowledge about a
disease state and its treatment. Alternatively, a phar-
macist may be asked by an employer to receive on-
the-job training in customer-service methods to fulfill
a perceived employer need. Job training can be used
to develop habits (e.g., time management), knowledge
(e.g., new drug treatments), skills (e.g., blood pressure
monitoring), procedures (e.g., handling drug insurance
claims), and policies (e.g., sexual harassment).

Pharmacy organizations formally or informally
may employ a type of training called job rotation (also
known as cross-training). Job rotation is designed to
give an individual broad experience through exposure
to different areas of the organization. In a hospital
pharmacy, for example, newly hired technicians can
be trained in filling carts, outpatient dispensing, in-
travenous admixture preparation, inventory manage-
ment, billing and crediting, and working in one or
more satellite pharmacy units. Such training would di-
versify technicians” skills, allowing them to work in
any number of areas should one be short-staffed, and
may help to improve their self-esteem and sense of
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contribution to the organization (see Chapter 12 on
skill variety and task significance).

Development

Development requires a long-term focus by preparing
for future needs of the individual or organization. Pro-
fessional development typically consists of answering
the following questions: (1) What is my present sit-
uation? (2) Where do I want to be? (3) What skills,
knowledge, and training do I need to get where I want
to be?

Development differs from training in that it re-
quires a greater intensity of education and instruc-
tion. Whereas job training might be met sufficiently
with continuing-education programs, on-the-job in-
struction, and short courses, professional development
may require formal education and structured experi-
ences such as college courses, multiday seminars and
certificate programs, residencies, or fellowships.

PERFORMANCE FEEDBACK

Types of Performance Feedback

While training and development prepare employees for
current and future jobs, performance feedback com-
municates how well they are doing in their jobs and
how they can improve. Managers commonly provide
employee feedback in three ways. The first and most
important is the day-to-day feedback provided on the
job. This refers to the verbal and visual messages pro-
vided daily to employees through conversations, body
language, and behaviors. Daily communication is the
most effective performance feedback because it is im-
mediate and often. Other forms of managerial feedback
are provided less frequently and often long after the be-
havior occurred. The following is a list of suggestions
for providing useful daily feedback to employees:

o Practice management-by-walking-around (MBWA).
This management approach consists of getting out
the office or from behind the desk and interacting
with employees. It is hard to provide feedback to
individuals without frequent personal contact.

o When practicing MBWA, listen more than talk. The
purpose of MBWA is to learn what is happening
within the organization and to solicit input and ad-
vice from others. That information is then acted on
to improve the organization and the work of em-
ployees.

o Focus on the positive. Encourage people by catching
them doing something right, 7ot catching them do-
ing something wrong. Employees get enough nega-
tive feedback. Surprise them with positive comments
specific to an action that you want them to con-
tinue doing, for example, “I liked how you went
out of your way to listen to the concerns of that
patient and find exactly the right solution for her
needs.”

o Take notes. When people make suggestions or you
make promises, write them down. Provide a dead-
line for getting back to them about any documented
issue. Then keep your promise to get back to them
by that deadline.

o Make individuals see your presence as helpful. Try not
to waste peoples’ time, interrupt their work, nit-
pick, complicate things, or do anything that makes
their day-to-day job more difficult. The purpose of
MBWA is to assist and support employees, not to
criticize and inspect their work.

A second form of feedback comes through the em-
ployees’ annual (or semiannual) performance reviews.
Annual performance reviews act as long-term plan-
ning sessions where managers help employees to review
their previous progress, identify successes and areas that
need improvement, and establish goals and objectives
for the next year (Umiker, 1998). Annual performance
reviews augment and summarize feedback provided by
managers on a day-to-day basis. Annual performance
reviews are discussed in greater detail in Chapter 10.

The final form of managerial feedback comes from
reviews scheduled ad hoc in response to certain partic-
ularly good or bad performances. Good ad hoc per-
Jformance reviews are designed to provide recognition
for outstanding performance and may be accompa-
nied by some award or gift. Bad ad hoc reviews are de-
signed to address unacceptable employee behavior or
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performance immediately. These negative ad hoc re-
views are part of a process called progressive discipline.

Progressive Discipline

Progressive discipline is defined as a series of acts taken
by management in response to unacceptable perfor-
mance by employees. The role of progressive discipline
is to escalate the consequences of poor employee per-
formance incrementally with a goal of improving that
behavior. Responses by management to undesirable be-
havior become progressively severe until the employee
either improves, resigns, or is terminated from the po-
sition. Although punitive in nature, the purpose of
progressive discipline is not to punish. Rather, the aim
is to make explicit to an employee the consequences
of unsatisfactory behavior in order to encourage im-
proved behavior. Indeed, improved behavior is always
the preferred outcome, never the loss of an employee
through resignation or termination. Progressive disci-
pline may be initiated in response to employee behav-
iors such as discourtesy to customers or coworkers, tar-
diness, absenteeism, unsatisfactory work performance,
and violation of departmental policies. Progressive dis-
cipline usually consists of the following steps: ver-
bal warning, written warning, suspension, and termi-
nation.

Verbal Warning

A verbal warning is a formal oral reprimand about
the consequences of failing to perform as expected.
A manager might verbally warn a technician that she
is performing below expectations in regard to tardiness
and that if performance is not improved, further disci-
plinary action may be warranted. Verbal warnings are
relatively common and often the only action needed
to correct unacceptable employee performance.

Written Warning

If an employee does not respond to a verbal warn-
ing, a more formal written warning is issued. A writ-
ten warning is the first formal step in progressive dis-
cipline that may result in eventual discharge of the
employee. It differs from verbal warnings, which are
relatively informal acts that only require the manager
to note the time and place of the reprimand and what

was discussed. A written warning is a legal document
that can end up as evidence in a court case. If an em-
ployee is discharged and any disciplinary step is han-
dled inappropriately, the employer can be sued success-
fully for financial damages by the employee. There-
fore, written warnings should be crafted carefully with
help from superiors and the human resources depart-
ment.

The written warning should describe the unac-
ceptable behavior clearly, previous warnings, specific
expectations of future behavior to be achieved by a
precise deadline, and the consequences of not meeting
expectations. For example, “You were verbally warned
about tardiness on January 16 of this year. You have
continued to be tardy at a rate above that specified in
your performance standards. If you are late for work
more than twice within the next month, you will be
suspended for one day without pay.” As shown by this
example, it is essential for a manager to keep good
records of previous warnings because they will be used
as the basis for potential written warnings.

Suspension

Suspensions are punitive actions meant to demonstrate
the seriousness of a situation. Sometimes written warn-
ings do not result in improved employee performance
and need to be backed up by actions. Suspensions are
meant to act as a final warning that current behav-
ior is unacceptable. Like written warnings, they must
be crafted carefully to include previous warnings, re-
quirements for future actions, and consequences for
not improving behavior (e.g., termination).

TERMINATION OF
EMPLOYEES

Some managers are hesitant to terminate employees be-
cause it can be a difficult circumstance for all involved.
For the terminated employee, it can have a tremen-
dous impact on self-esteem, reputation, and personal
finances. For the manager, it can be an emotionally
charged event that results in an unpleasant confronta-
tion. Italso can lead to legal action for the business and
individual manager. Therefore, some managers avoid
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dealing with such situations by insisting wrongly that
laws and rules make it impossible to fire anyone.

However, if employees are provided clear perfor-
mance standards and the procedures for progressive
discipline are observed, firing bad employees usually is
not difficult procedurally. This means that every step
leading up to the termination must be appropriate and
documented.

Procedures for terminating employees differ de-
pending on the circumstances. For newly hired em-
ployees who are on probation (i.e., a trial period for
assessing new employees), the process of progressive
discipline ordinarily does not need to be followed. The
employee can be terminated at any time during the pro-
bationary period if it is clear that the employee will not
succeed in the job. The steps of verbal warning, written
warning, and suspension are not necessary before ter-
mination. The same is true for employees who commit
acts that can lead to immediate termination, such as
fighting on the job, drug or alcohol use at work, steal-
ing, vandalism, or periods of absence without notice.

For employees who do not fall into the pre-
ceding categories, termination should not come as a
surprise. Following progressive discipline procedures
should give employees explicit expectations of what
is going to occur when performance is not improved.
Many employees will resign before being terminated.
Employees who do not resign are asked to attend a
termination meeting.

Prior to the termination meeting, the manager
must be certain that all the following statements are
true:

e The employee is not being terminated for anything
but poor job performance or breaking major rules
(e.g., theft or fighting).

 The reason for termination can be stated in measur-
able, factual terms.

e The employee has been given specific feedback re-
garding the performance deficiency in measurable,
factual terms.

e The organization’s policies and procedures regard-
ing discipline have been observed and actions docu-
mented.

e The employee has been given ample opportunity to
correct the poor performance.

e Employee treatment is consistent with similar situa-
tions of employee performance.

o The personnel department has been kept informed
throughout the disciplinary process and is currently
aware of plans to terminate the employee. If there
is no personnel department with whom to confer, a
lawyer should be consulted.

Most businesses have a procedure for terminating
employees, so the manager simply follows that proce-
dure. Most termination procedures require that a wit-
ness be present during the meeting to verify conversa-
tions and actions.

The primary goal of the termination meeting is
to terminate the employee compassionately and in a
manner that maintains the employee’s dignity and self-
respect. This is better achieved by being direct and to
the point by stating something such as, “You have not
achieved the performance objectives specified in our
last meeting, so we have decided to terminate you from
your position.”

The employee may respond in multiple ways (e.g.,
anger, tears), but your response should be neutral. You
should not argue with or criticize the employee or en-
gage in any negotiations. It is essential to state that this
decision is final. Let the employee vent any frustra-
tions, but do not permit abusive or violent behavior.
Be ready to discuss a severance package or direct the
person to the human resources department, and then
end the meeting.

Since an employee may be upset and not think-
ing very clearly after termination, it is useful to offer
recommendations on what he or she should do next.
For instance, the employer may tell the employee that
he does not need to complete his shift and that his be-
longings will be packed and left for him to pick up the
following day at some designated place.

After termination, several final steps need to be
concluded. Documentation of final actions should
be completed and filed. All people involved should
be reminded about the confidentiality of discussions
and actions. Finally, the manager should reflect on how
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the process went and what changes may be necessary
to prevent further terminations.

REVISITING THE
SCENARIO—TACKLING
HUMAN RELATIONS

Scot Phinney’s problems in the scenario revolve around
HRM. There appear to be three related problems: (1)
There are three pharmacist position vacancies that need
to be filled, (2) employee morale is low, and (3) current
employee productivity and behavior are unacceptable.
Scot has identified several specific employee behaviors
that hinder the performance of the pharmacy, includ-
ing frequent arguments, excessive complaints, phar-
macists not supervising technicians, and rude behavior
and poor service to nursing. He has decided to focus
on these problems first.

Scot’s first step should be to examine the current
job and performance descriptions of the employees to
see if they address the problem behaviors described. If
they do, then he can use them to illustrate that specific
behaviors are documented as unacceptable. If job de-
scriptions and performance standards do not address
problem behaviors, then they need to be updated. With
clearly defined duties and performance standards for all
employees, Scot can start a dialogue with employees
about expected behavior using specific examples. For
instance, if a pharmacist states that it is not her job to
supervise technicians, Scot can review the performance
standards that relate to her supervisory duties. Scot
needs to communicate clear expectations of employees
and provide feedback in day-to-day discussions, annual
reviews, and disciplinary actions.

Scot should realize that changing entrenched em-
ployees is a long process, so he should be patient and
persistent. Some employees may not accept his efforts
immediately and may refuse to alter their conduct. Scot
will have to apply pressure through progressive disci-
pline to encourage them to change or find a new em-
ployer. If he is consistent and fair, most employees will
go along with and even embrace the changes. With suc-
cessful change, employee morale should also increase
and the turnover rate slow down.

CONCLUSION

Good HRM is an important requirement for providing
excellent pharmacy services. Pharmacy personnel who
are well managed are more likely to be satisfied in their
jobs, effective, and productive. Good HRM in health
care fields enhances the likelihood that patients will be
better served and achieve better health outcomes. Any
pharmacist who is serious about serving patients and
the profession needs to be committed to good HRM.

QUESTIONS FOR FURTHER
DISCUSSION

1. What are the potential advantages and limitations
of affirmative action to a pharmacy organization?

2. What knowledge and skills are employers looking
for in pharmacists?

3. What questions might an interviewer ask of a can-
didate for the job described in Table 9-2?

4. Which interview method do you think is most ef-
fective? Least effective? Why?

5. When should the job search process for pharma-
cist jobs start for pharmacy students? What actions
should be taken?

6. How effective would you be at terminating an em-
ployee for poor job performance? Why or why not?

7. Think about your last job search and employment.
Rate your employer’s performance in the areas of
a. Recruitment and selection
b. Interviewing
¢. Orientation and training
d. Performance feedback

8. Whart type of performance feedback have you re-
ceived from previous employers? Describe a specific
example in which an employer did a particularly

good or bad job of providing feedback.
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LEARNING OBJECTIVES

After completing this chapter, readers should be able to

1. Discuss the rationale behind the implementation of a systematic performance
appraisal system.

2. Discuss the difficulties in implementing a performance appraisal system within a
pharmacy organization.

3. Identify various types of performance appraisal processes and evaluate the strengths
and weaknesses of each type.

4. Discuss issues of validity and reliability within the context of evaluating a perfor-
mance appraisal system.

5. Describe how to conduct a performance appraisal interview and how to handle
disagreements that may arise during or subsequent to the interview.

6. Discuss the linkage of performance appraisal results with the proper allocation of
organizational rewards.
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SCENARIO

“What?” asked Marcus Green, emphatically. “You've
got to be kidding! That’s just not fair. I've been here
for 3Y; years, and I've received only one raise—and
that may as well have been nothing. Why did she get
another raise? She’s probably making more money than
I am, and she’s only been here for a little more than 1
year.” With a look of consternation, Marcus lowers his
voice and asks his colleagues at the lunch table, “Where
did you hear this from, anyway? Ah, never mind. I don’t
want to discuss it any further,” Marcus chimed as he
finished scarfing up the remainder of his lunch and left
the table in a huff.

Marcus’s fellow pharmacy technicians at Commu-
nity Hospital were equally upset that Susan Klecko
allegedly had received another raise, but they were
not sure that they had done the right thing by telling
Marcus about it. Marcus, having worked at Commu-
nity Hospital for nearly 4 years, generally was regarded
as the “best tech” in the pharmacy. He filled orders
twice as rapidly as anyone else, always showed up on
time, and came to work on short notice when oth-
ers called in sick, even though he was perhaps a bit
more prone to making a dispensing error and was well
known for beinga “hothead.” Susan, on the other hand,
seemed to be the “boss’s pet.” Indeed, she was regarded
as a very pleasant person who got along with everyone,
especially the director, Cynthia Broedl, with whom she
shared an appreciation for poetry and theater.

Marcus continued to stew over his plight through-
out the afternoon. He didn’t really fee/ like looking
for another job, making phone calls, filling out forms,
and going on interviews, but he also did not under-
stand why other technicians seemed to be rewarded at
Community Hospital pharmacy more frequently with
raises than he did. He wondered just what about his
performance was not up to par. He did not recall be-
ing formally evaluated in over 2 years, when he and
Ms Broedl had a few words on his suggestion that
he often had to “pick up the slack” for pharmacists
“not doing their jobs.” Meanwhile, Terrence Whitfield,
the assistant director, appeared in Cynthia’s office to
discuss his relief that the apparent exodus of staff oc-

curring over the previous few months appeared to be
over.

CHAPTER QUESTIONS

1. Whatis a performance appraisal system? What does
formal appraisal have to do with employee motiva-
tion, productivity, and turnover?

2. What is the difference between absolute, relative,
and goal-oriented systems for appraising employee
performance?

3. What kinds of appraisals typically are performed
in pharmacy environments? How might these ap-
praisal systems be improved?

4. How are formal performance appraisal mechanisms
implemented? What are some strategies to maxi-
mize the effectiveness of the appraisal interview?

5. How should performance appraisals be linked to
the allocation of organizational rewards? What are
some innovative reward strategies that can be used
to optimize employee satisfaction and productivity?

6. What s the difference between formal and informal
performance feedback? Why is frequent and regular
informal feedback so important? What are some
methods to provide informal feedback?

WHAT ARE PERFORMANCE
APPRAISALS?

Virtually every practitioner and many students reading
this text have either participated in or know of a discus-
sion similar to the one taking place at the beginning of
the scenario. Pharmacists and pharmacy support staff
typically are hardworking, honest people who want the
best for their patients. However, they are made of the
same fabric as everyone else and desire equitable treat-
ment and fair compensation for their work.

The scenario begs the question of precisely what
qualities signify a “good” technician. Are promptness,
dedication, and hard work the attributes most revered
by management, or are they collegiality and amicabil-
ity? What is more important—the quantity or the qual-
ity of the work performed? The scenario raises some
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additional concerns. Do certain employees get prefer-
ential treatment because they have things in common
with those in management positions? How do other
employees in the pharmacy feel about the way they
are being treated and compensated by their employer?
Why have so many employees left the pharmacy at
Community Hospital of late? Do the director and as-
sistant director know how Marcus feels and that he is
contemplating quitting as well? What do the pharma-
cistsat Community Hospital think about the situation?

As humans, we are concerned primarily with the
interests of ourselves, our family, and our closest loved
ones. Each person’s concern for self, manifesting within
the cornucopia of personalities that exist among us,
practically ensures occasional discontent among em-
ployees. And discontent, coupled with the consistency
of life changes (e.g., birth of a new family member,
sickness, death, or new opportunities) guarantees some
level of turnover within all organizations that is be-
yond the control of management. The lack of a well-
planned, well-executed, and equitable performance ap-
praisal system as a major source of discontent, however,
is well within management’s control.

Strictly defined, a performance appraisal is a for-
mal assessment of how well employees are performing
their jobs, but it is much more than that. It is a way
of formally communicating the organization’s mission
and goals, a foundation on which to establish informal
channels of communication, a method on which to
base organizational rewards, and a tool to improve the
performance of each and every employee within the
organization. Unfortunately, performance appraisal is
a frequently neglected function. Managers have cited
performance appraisals (also known as performance re-
views) as their least favorite activity (Campbell and
Barron, 1982). Constructing, implementing, and
monitoring a performance appraisal system presents
many formidable challenges. This chapter first will ex-
amine more closely why formal performance appraisals
are so critical to a pharmacy organization. It then will
offer some insights into the various formal appraisal
methods available, offering advantages and disadvan-
tages of each type. The state of performance appraisals
in pharmacy then will be highlighted, including some

exemplary methods from the literature. This proceeds
into a discussion of how to conduct the performance
appraisal and make accurate, reliable judgments about
the employees being evaluated. The chapter concludes
with information on how to link employee perfor-
mance with organizational rewards and how to pro-
vide informal feedback to motivate employees when
they are not being evaluated formally.

THE RATIONALE FOR A
FORMAL PERFORMANCE
APPRAISAL SYSTEM

As Chapters 8 and 9 pointed out, human resources are
among a pharmacy’s most valuable assets. Employee
wages can account for one of the pharmacy’s greater
operating expenditures (see Chapter 15). Employees,
however, should not be viewed as a cost but as an essen-
tial asset for organizational success. The ramifications
of executing a good performance appraisal system ex-
tend to most human resources decisions. Table 10-1
summarizes some important points about the need for
performance appraisals.

Legal

Performance appraisals are necessary to document em-
ployees’ progress toward achieving goals and heeding
the advice of management on how to improve perfor-
mance. Documentation is necessary to demonstrate
fairness in promotion and termination (discharge)
practices. Title VII of the Civil Service Reform Act ush-
ered in heightened concern regarding appraisal issues
(Martin and Bartol, 1991). Title VII is a federal statute
that applies to and sets forth constitutionally protected
classes as they pertain to employment, including reli-
gion, national origin, race or color, and gender (Black-
well et al., 1996). An employee can initiate a Title VII
claim based on disparate treatment, disparate impact,
or retaliation (see Chapter 12). As such, the claimant
would have to demonstrate thata hiring, promotion, or
discharge had a significant adverse impact on a member
of a protected class. Should a pharmacy be accused of
any one of these, there are a limited number of defenses,
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Table 10-1. Rationale for Implementing Effective
Performance Appraisals

Legal
o Title VII of the Civil Service Reform Act
e Age Discrimination in Employment Act

Communicative

e Ensures understanding of performance
expectations by managers and staff

¢ Provides a formal means for employees to voice
concerns and make suggestions for system
improvement

¢ |ndicates management’s commitment to open
dialogue and fairness

Productivity of labor

¢ Provides direction to employees on how to
improve

o Establishes an environment conducive to
self-motivation

* Assists employees with career planning

¢ Promotes satisfaction and elicits commitment
of employees

e Mitigates turnover

Equity in rewards

e Provides a means for accurate and equitable
distribution of organizational rewards

¢ Provides recognition for past service

¢ Helps to establish support for terminating
“problem” or underachieving employees

Other managerial functions

e Supplies evidence to review organizational and
systems problems

e Provides data on recruitment and selection
procedures

» |dentifies deficiencies in orientation and
training programs

Financial position

e Assists in reducing operating costs

* Avoids costly litigation

¢ Reduces replacements costs

most notably the bona fide occupational qualifica-
tion (BFOQ). With the BFOQ, the pharmacy must
demonstrate that the employee claimant could not per-
form essential job duties safely and effectively. Having
implemented a formal performance appraisal system,
the pharmacy possesses critical documentation that an
employee’s performance was lacking and that the em-
ployee was provided adequate warning that failure to
improve would result in certain consequences (e.g., tet-
mination/discharge, failure to obtain a promotion or
pay increase, etc.).

Communicative

An employee typically will come to know what is ex-
pected of him or her during the performance appraisal
process. These expectations may or may not have been
communicated adequately during the hiring, training,
or informal feedback processes. The performance ap-
praisal process affords management the opportunity
to inform employees of the importance of their roles
and responsibilities to the organization and how their
performance will be measured, thus mitigating the
possibility of role stress among employees (Eulburg,
Wekley, and Bhagat, 1988). Role stress typically is
viewed as having two components: role ambiguity and
role conflict. Role ambiguity exists when an employee
is unsure about his or her responsibilities. Role conflict
is the simultaneous occurrence of two or more role ex-
pectations (Kong, Wertheimer, and McGhan, 1992).
The prevalence of role conflict and role ambiguity has
been widely studied in pharmacy (Desselle and Tipton,
2001; Kong, 1995; Smith, Branecker, and Pence,
1985). It is not difficult to envision their occurrence.
In a hospital pharmacy, for example, technicians may
appear to be in perpetual turmoil over who maintains
responsibility for cleaning the laminar flow hood, de-
livering medications to the floors, and filling stat or-
ders. In a community pharmacy, conflicting roles for
pharmacists may involve demands from management
to increase prescription volume while spending more
time counseling each patient.

If it becomes apparent to a manager that produc-
tivity among the entire staff is suffering, information
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can be gathered during the performance appraisal pro-
cess that could lead to constructive changes in non-
personnel aspects of the business (e.g., workflow de-
sign). In any event, the dialogue emanating from the
appraisal process provides data for managers as well as
data to employees from managers.

Performance appraisals have been used increas-
ingly to communicate and inculcate an organization’s
values to employees. An appraisal system can be de-
signed to reflect a company’s mission by incorporating
performance criteria deemed important to the orga-
nization (Park and Huber, 2007). These criteria may
be written as specific competencies among employees
needed to transform an organization’s entire approach
to its business (Kalb et al., 2006). Many pharmacy or-
ganizations stress a need to improve the medication use
process and reduce medication errors as part of their
culture. As such, they are incorporating these values
into their performance appraisal systems (Schneider,

1999).

Productivity of Labor

A principal reason for conducting appraisals is to en-
hance performance. During the appraisal process, em-
ployees should be provided with feedback on their
strengths and areas of performance that require im-
provement. Suggestions for improvement may be in
reference to general areas of competence or to very
specific roles or functions. This feedback, coupled with
other components of the appraisal (e.g., equitable dis-
tribution in rewards and career planning), provides
specific goals that an employee may strive to attain
in the future. It is said that managers cannot moti-
vate employees but rather can establish an environment
conducive to self-motivation (Umiker, 1998, p. 133).
Thus a supervisor cannot force or trick employees into
being good performers. A well-planned performance
appraisal can make employees aware of what they have
to do to be judged as good performers and leaves it up
to them to strive and achieve those goals.

The feedback and open dialogue present in per-
formance appraisals are valuable to the career planning
process. Career planning helps employees to formulate

personal goals and evaluate strategies for integrating
their goals with the goals of the organization. This is
important because very few people work in the same
jobs their entire career, often changing jobs within one
organization and/or changing organizations. When
these changes are poorly conceived, both the individual
and the organization suffer (Griffin, 1996, p. 403). Ca-
reer planning informs employees that they are valued
enough by management to be considered in the organi-
zation’s long-range plans. Career planning increasingly
has been suggested for use among pharmacy techni-
cians (Desselle and Holmes, 2007) and pharmacists
(Gaither et al., 2007). Chapter 12 provides additional
detail on career planning.

Employees are more likely to be satisfied with their
jobs if they have directed feedback and specific goals for
which to aim. It has been shown that satisfaction with
the performance appraisal process itself is very closely
linked to overall job satisfaction (Blau, 1999), which
precedes commitment to the employer (Gaither and
Mason, 1992a) and avoids costly turnover (Gaither and
Mason, 1992b). A high level of turnover often leaves
an organization temporarily short staffed, which creates
even more stress for current employees. It also results
in management having to invest inordinate amounts of
time in recruiting, selecting, and training new employ-
ees rather than engaging in activities more productive
to the organization.

Equity in Rewards

One of the key factors in providing an environment
conducive to self-motivation is to distribute rewards
equitably. The allocation of rewards (e.g., promotions
and salary increases) cannot be arbitrary or even be
perceived as arbitrary by staff, as might be the case with
Marcus Green in the scenario. Evidence suggests that
employees in service organizations, such as pharmacies,
who have equitable performance appraisal and reward
systems treat customers more fairly (Bowen, Gilliland,
and Folger, 1999).

Many performance appraisal systems allow the
manager to either rate employees on a given set of
attributes or rank them in comparison with other
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employees with similar jobs. The quantification of per-
formance into a score or ranking creates a foundation
from which to base rewards. The culmination of a se-
ries of performance appraisals taken over several years
can be used as support for recognizing top performers
with extraordinary rewards (such as a gift, plaque, or
reimbursement for travel to a conference) that exceed
annual merit increases.

OTHER HUMAN RESOURCES
MANAGEMENT (HRM)
FUNCTIONS

The performance appraisal process inherently gener-
ates a considerable amount of data for managers. Poor
performance of a group or an entire unit of personnel
may be indicative of poor direction from an immediate
supervisor or a lack of adequate resources for employ-
ees to perform their jobs. If not stemming from an
organizational or systems problem, deficiencies among
a significant number of employees could indicate that
management has been ineffective in recruiting and se-
lecting employees or perhaps in orientation and train-
ing, particularly if the underachieving employees are

new hires (see Chapter 9).

Financial Position

Enhanced productivity translates into efficiency and
the reduction of labor costs. For example, Community
Pharmacy A may be able to dispense 200 prescrip-
tions per day on average with 10 fewer employee hours
worked per week than Community Pharmacy B with-
out any excess stress or burden. The 10 fewer hours
is less costly to Pharmacy A and thus enhances prof-
itability. Additionally, having well-constructed perfor-
mance appraisals can save an organization a significant
amount of money by avoiding damage awards from liti-
gation brought on by employees in the types of wrong-
ful termination suits described previously. Finally, if
the performance appraisal system is effective in hold-
ing turnover to a minimum, this saves the organization
money that would have been dedicated to recruiting
and training new employees.

TYPES OF PERFORMANCE
APPRAISALS

A number of performance appraisal systems are in use.
These systems are summarized in Table 10-2. Perfor-
mance appraisal methods typically are categorized into
three broad types: absolute, relative, and outcome-

oriented (Segal, 1992).

Absolute Systems

Absolute systems require the rater to indicate whether
or not the employee is meeting a set of predetermined
criteria for performance. This usually involves the use
of a scale or index. Absolute systems are the most com-
monly employed of the three types of performance ap-
praisal methods (Byars and Rue, 2000, p. 277). The
main advantage that absolute systems have over other
types of appraisal methods is the feedback that is de-
rived inherently from the process. Allowing employees
to see how they are evaluated among criteria deemed
important by management enables them to learn about
their strengths and the areas in which they will require
improvement.

There are two types of absolute systems that do
not employ any sort of scaling procedure. One is
the essay method, in which the rater responds to a
series of brief open-ended questions concerning the
employee’s performance, such as, “What are the em-
ployee’s strengths?” and “How does this employee get
along with coworkers?” By allowing the rater to include
what he or she thinks is most valuable, the data can
be richer than those obtained from the use of scales.
However, it is more difficult to translate these data
into numeric quantities for the purpose of allocating
rewards and communicating organizational goals. Ad-
ditionally, differences among raters in their detail and
writing abilities can subject the process to charges of
bias. A second method, the critical-incident appraisal,
may mitigate some concerns over subjectivity because
it requires that the rater keep a written record of signif-
icant incidents (both positive and negative) as they oc-
cur. These incidents provide a basis for the evaluation.
The data are still subject to interpretation, however, and
maintaining such detailed records can be cumbersome.
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Table 10-2. Performance Appraisals and Their Advantages and Disadvantages

System
Relative
Alternation ranking

Paired comparisons

Forced distribution

Absolute

Essay

Critical incident

Checklist
Graphic rating

Behaviorally
anchored rating
scales

360° feedback

Forced choice
Outcome-oriented
Management by

objectives

Work standards
approach

Brief Description

Rater selects most and least valued employee
from remaining pools of employees

Each employee is compared with every other
employee one at a time on each criterion

Rater categorizes employees into one of three
groups according to how well they meet
expectations

Rater prepares a written statement describing
the employee’s strengths and weaknesses

Rater maintains a record of incidents indicative
of both positive and negative behaviors of the
employee

Rater answers with a yes or a no a series of
questions about the employee’s behavior

Rater indicates various employee traits and
behaviors on a scale

Rater employs highly descriptive scales to
indicate employee’s tendency to demonstrate
desirable behaviors

Employees rate themselves, and comparisons
are made with ratings by various stakeholders

Rater ranks a set of statements describing the
employee’s performance

Rater establishes goals for the employee to
achieve during the next period, and employee
is evaluated on his or her success

Rater sets a standard or an expected level of
output and compares each employee’s
performance to the standard

Advantages

Eliminates leniency and
central tendency

May appear to be less
subjective than
alternation ranking

Eliminates leniency and
central tendency

May provide rich data

Derived from documented
data

Easy to complete, indicative
of specific behaviors

Often based on trait
measures

Quantitative, conducive to
supplying feedback

Multiple points of view,
facilitates reflection
Mitigates bias

Highly participatory and
incentive-driven

Evaluation is more
standardized

Disadvantages

Limited feedback,
perceptions of bias
Limited feedback

Limited feedback,
skewing

Differences across raters,
lack of objectivity

Burdensome and subject to
interpretation

Less precision

Leniency, central tendency,
use of traits

Central tendency,
burdensome

Very time-consuming,
subject to role conflict
Irksome to raters, feedback

is challenging

Employees evaluated by
different standards

Standards may be viewed
as unfair
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Employees who do a “steady” job may complain that
this type of evaluation fails to capture their strongest
suit.

The checklistis one of three types of summated rat-
ing scale methods. In a summated rating scale, a rater
indicates the employee’s level of performance on alist of
criteria. The ratings assigned to each criterion are then
summed to provide a total score for the employee. With
the checklist, the rater simply answers a set of yes/no
questions concerning whether or not the employee ex-
hibited certain characteristics. The employee receives
a point when the rater assigns an affirmative response
to a desirable characteristic or a negative response to
an undesirable characteristic. While indicative of spe-
cific behaviors and easy for the rater to complete, the
checklist ignores levels of performance along each per-
formance criterion. Thus it is less precise and does not
generate as much feedback as other summated scale
methods.

The graphic rating appraisal, on the other hand,
has the rater assess the employee’s level of performance
onascale, usually from one to five or one to seven. Some
graphic rating scales may include written descriptions
along with the numerical ranges. An example of such
is given in Table 10-3.

Although it has the advantage of lending greater
precision and feedback, the graphic rating appraisal,
like many absolute systems, is prone to rater biases.
One is central tendency, which occurs when the rater
appraises everyone at or near the median of the scale or
rates everyone similarly for fear of causing angst or feel-
ings of injustice among employees. With leniency, the
rater not only judges each employee similarly but also
rates each on the high end of the performance scale.
Some graphic rating appraisals may consist mostly of
traits as criteria rather than particular performance in-
dicants. While traits may manifest into certain behav-
iors, they are innately part of every person’s character.
To this end, managers should avoid evaluating an em-
ployee on characteristics such as appearance, knowl-
edge, or friendliness without specifying how this trans-
lates into actual performance. The halo effect occurs
when a rater allows a single prominent characteristic of
an employee to influence his or her judgment on each

separate item in the appraisal. For example, a techni-
cian who is very friendly may be rated more highly on
performance than someone not as outwardly amica-
ble despite the latter outperforming the technician on
other aspects of the job. While the halo effect can be
problematic for any type of appraisal system, it can be
especially problematic when traits are used in a graphic
rating scale.

The behavior-anchored rating scale (BARS) me-
thod of performance appraisal is designed more specif-
ically to assess behaviors necessary for successful per-
formance. Most BARS methods use the term job
dimension to mean those broad categories of duties and
responsibilities that make up a job, requiring develop-
ment of unique scales for each dimension. Managers
often develop BARS in collaboration with employees
well versed in the job. An example of how a BARS may
look for a community pharmacy technician in dealing
with customers is illustrated in Table 10-4. The BARS
system lends itself to providing quality feedback, par-
ticularly if supplemented with qualitative comments
on how to improve. A drawback is the time and effort
required to develop an effective BARS appraisal.

More common to larger organizations than retail
or institutional pharmacies, 360-degree feedback, also
known as multirater assessment, involves the use of a
summated rating scale or brief closed-ended questions
requiring the employee to rate himself or herself and
compare these ratings with those afforded to him or
her by managers, peers, customers, suppliers, and/or
colleagues on a similar instrument. This mitigates an
employee’s concern that one particular rater may be
biased against him or her and certainly engenders a de-
gree of reflection by any employee who receives feed-
back from so many points of view. Moreover, man-
agers are relieved from being the exclusive “heavies” in
evaluating performance because they learn from other
evaluators in the process (Anonymous, 2001). Aside
from the time it takes to gather and collate all these
data, another disadvantage from the employee’s point
of view is the role conflict that may arise owing to
differing demands placed by various stakeholders in
the process. This problem is further exacerbated when
there is a lack of interrater reliability among evaluators,
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Table 10-3. Sample Items on a Graphic Rating Scale Evalulation Form

Quantity of work—the amount of work an employee does in a workday
Does not meet minimum  Does just enough to get Volume of work is
requirements by satisfactory

Very industrious, does
more than is required

Dependability—the ability to do required jobs well with a minimum of supervision

Requires close Sometimes requires Usually completes
supervision; is prompting necessary tasks with
unreliable reasonable promptness

Requires little supervision;
is reliable

Job knowledge—information an employee sbould have on work duties for satisfactory job performance
Is poorly informed about Lacks knowledge of Is moderately informed; Understands all phases of
work duties some phases of job can answer most job
questions about the job

Attendance—faithfulness in coming to work daily and conforming to work hours
Is often absent without Is lax in attendance, or  Is usually present and on
good excuse or reporting for work on time
frequently reports for time, or both
work late, or both

Is very prompt, regular in
attendance

Accuracy—the correctness of work duties performed
Makes frequent errors Careless, often makes
errors

Usually accurate, makes
only average number of
mistakes

Requires little supervision;
is exact and precise
most of the time

Has a superior work
production record

Requires absolute
minimum of
supervision

Has complete mastery of
all phases of job

Is always regular and
prompt; volunteers for
overtime when needed

Requires absolute
minimum of
supervision; is almost
always accurate

Source: Byars and Rue, 2000, p. 283; reprinted with permission.



174 MANAGING PEOPLE

Table 10-4. Example of a Behaviorally Anchored Rating Scale for “Providing Customer Service” in a

Community Pharmacy

Does not interact well with customers, who frequently complain about the

employee; employee instigates conflict with customers

Courtesy is inconsistent; is not responsive to customer needs
Is polite and friendly with customers but lacks creativity in meeting

Is polite, friendly, and professional in dealing with customers; is adept at

meeting customer needs and strives to improve in this area

Scale Values Anchors
1 Poor
2 Below average
3 Average
customer needs
4 Above average
5 Excellent

Has managed to develop a bond with customers, who anticipate coming to

the pharmacy and interacting with this employee; is innovative in creating
ways to satisfy customers

as is often the case in many organizations (Valle and
Bozeman, 2002).

Another type of absolute method that seeks to mit-
igate bias or perceptions of bias is forced-choice rating.
Forced-choice rating is also more common in larger
organizations with a formal human resources depart-
ment. With this method, the rater is presented with a
set of statements that describe potentially how the em-
ployee might be performing on the job and ranks each
statement on how well it describes that employee’s be-
havior. The weights and scoring, known and performed
by the human resources department, are unknown to
the rater. An example is given in Table 10-5.

Relative Systems

Rather than requiring the rater to evaluate employees
on a predetermined set of characteristics or standards,
relative systems require the manager to make compar-
isons among employees. Relative systems have an ad-
vantage over absolute systems in that central tendency
and leniency effects are minimized. The likelihood of
the halo effect occurring is also reduced. The fact that
employees are pitted against one another, so to speak,
makes it easier to base organizational rewards on merit.

Relative systems have a very significant drawback,
however, in that they are not conducive to generating
substantive feedback to employees. If, for example, an
employee is rated below two-thirds of his or her col-

leagues on overall performance, what does this mean to
the employee? What behaviors are being demonstrated
that resulted in this ranking? What behaviors could be
demonstrated that would result in improved perfor-
mance and a higher ranking during the next evaluation?
This adds to the manager’s challenge of establishing an
environment for employee self-motivation.

Table 10-5. Sample Set of Statements in a
Forced-Choice Rating Scale

Instructions: Rank the following statements
according to how they describe the manner in
which this employee carries out duties and
responsibilities. Rank 1 should be given to the
most descriptive and rank 5 to the least
descriptive. No ties are allowed.

Rank Description

Is easy to get acquainted with
Places great emphasis on people
Refuses to accept criticism

Thinks generally in terms of money

Makes decisions quickly

Source: Byars and Rue, 2000, p. 283; reprinted with
permission.
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Three types of relative performance appraisal sys-
tems are used. One is called alternation ranking, a
method in which the rater chooses the most and least
valuable persons from a list of employees with similar
jobs. Both names are crossed off, and then the proce-
dure is repeated until every employee on the list has
been ranked. With its ability to eliminate central ten-
dency and leniency and with its ease of implementa-
tion, alternation ranking may appear appealing. How-
ever, aside from its failure to generate feedback, the
halo effect could come into play. Moreover, employees
may be concerned with the potential for bias and in-
accuracy by the evaluator, especially when criteria for
performance have not been delineated clearly.

The method of paired comparisons has the rater
comparing each employee against every other em-
ployee, one by one, on either specific aspects of per-
formance or overall performance. During each com-
parison, the rater places a checkmark by the name of
the employee who was considered to have performed
better. The employee with the most checkmarks is con-
sidered to be the best performer. While more precise
and perhaps seemingly less ambiguous to employees,
paired comparisons still may fail to generate substan-
tive feedback and are more burdensome to implement
that other relative systems.

The forced distribution method requires the rater
to compare the performance of employees and place a
certain percentage of them into various groupings. It
assumes that the performance level in a group of em-
ployees will be distributed according to a bell-shaped,
or normal, distribution curve. While lending itself well
to the allocation of organizational rewards, levels of ac-
tual performance may be skewed by forcing their distri-
bution into a bell-shaped curve, ignoring the possibility
that perhaps most or all employees are performing well
or performing poorly. Forced distribution, as well as
other relative systems, may fail to demonstrate system
deficiencies that can be improved by management.

Outcome-Oriented Systems

Where absolute and relative systems focus on behav-
iors, outcome-oriented systems are concerned with
evaluating end results. These systems involve setting

quantifiable goals for the succeeding period, to be fol-
lowed with a performance review at its conclusion.
Outcome-oriented systems can be used to generate
feedback, but equity issues arise because rewards are
allocated according to how well goals are met, and em-
ployees with similar jobs may receive substantially dif-
ferent sets of goals and expectations for performance.
Because these systems are used more frequently for per-
sons in autonomous positions (e.g., attorneys, college
professors, and clinical pharmacists), flexibility has to
be built in to allow for contingencies that resulted in an
employee changing his or her goals or not being able
to meet them. On the other hand, an employee always
can come up with excuses as to why certain goals were
not met.

The most commonly employed type of outcome-
oriented system is management by objectives (MBO),
also known as results management, performance manage-
ment, and work planning and review. The MBO process
typically consists of six steps (Byars and Rue, 2000,
p. 277):

1. Establishing clear and precisely defined statements
of objectives for the work to be done by an em-
ployee.

2. Developingan action plan indicating how these ob-
jectives will be accomplished.

3. Allowing the employee to implement the action
plan.

4. Measuring objective achievement.

N

Taking corrective action when necessary.
6. Establishing new objectives for the future.

The establishment of objectives is critical to the
success of MBO. The objectives must be challenging
but attainable. They should be expressed in terms that
are objective and measurable and should be written
in clear, concise, unambiguous language. Table 10-6
presents examples of how some poorly stated objectives
for pharmacists might be better stated. It is important
that the objectives be derived through collaboration
and consent of the employee. In this respect, the ob-
jectives and action plan can serve as a basis for regular
discussions between the manager and the employee.
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Table 10-6. Examples of How to Improve Work
Objectives in Pharmacy

Poor:

To maximize the number of prescriptions
dispensed

Better:

To increase the average daily prescription volume
by 10 percent at the end of the year

Poor:

To make as few dispensing errors as possible

Better:

To commit no dispensing errors that result in an
untoward event during the next 6 months

Poor:

To get all medications up to the floors more
quickly

Better:

To get unit dose medications to the floors within
30 minutes after the order arrives to the
pharmacy

Poor:

To make sure that nurses are happy with the
clinical services you provide

Better:

To achieve a mean score of at least 80 out of 100
on a survey measuring nurses’ satisfaction with
the clinical services provided

A concern of MBO is the potential incongruence
among the goals and objectives of employees with sim-
ilar jobs, especially when it comes to allocating or-
ganizational rewards. While this can be overcome to
some degree by basing the rewards on the outcomes
themselves, use of another method, the work standards
approach, can further mitigate the problem. The work
standards approach is a form of goal setting in which
each employee is compared with some sort of standard
or an expected level of output. In other words, the ob-
jectives are the same or similar for each employee in the
group. Without as much input from each employee,
however, the standards established may be viewed as
unfair, and employees may not have as much incentive
to strive to attain them.

SPECIAL CONSIDERATIONS
FOR APPRAISAL SYSTEMS
IN PHARMACY

A community pharmacy is typically a for-profit or-
ganization that must be concerned with its financial
position to remain solvent over the long term. Com-
munity pharmacies must also conduct their business in
an ethical manner. Moreover, it can hardly be argued
that pharmacists and support personnel must practice
altruism, putting patients ahead of personal motives
(Wolfgang, 1989). Like any organization, a pharmacy
will be more likely to achieve its goals when its em-
ployees derive gratification from performing their jobs
(Etzioni, 1964). The pharmacy profession has expe-
rienced numerous environmental changes that affect
the work experiences of pharmacy personnel. These in-
clude higher prescription volumes, greater complexity
in third-party reimbursement, increasing professional
emphasis on pharmaceutical care, and implementation
of automated dispensing technologies (Alvarez, 1997).
These trends behoove pharmacy managers to take spe-
cial care in developing effective performance appraisal
systems. One first has to determine whether a similar
performance appraisal should exist among technicians
and pharmacists working within the same organiza-
tion. Certain similarities in the jobs of pharmacists and
support personnel exist. Additionally, there are certain
values (e.g., dependability, dedication, and altruism)
that the organization may want to assess in all its em-
ployees regardless of their position or status. There are,
however, certain aspects of pharmacists’ jobs and those
of support personnel that may call for alternative sys-
tems or at least different components of a similar sys-
tem. Most notable of these is the level of autonomy
and responsibility they share.

Considerations for Support Personnel

A pharmacy organization’s effectiveness often is limited
to the productivity of its technicians and other support
personnel. Pharmacy technicians, for example, are now
beginning to take responsibility for more functions, in-
cluding drug preparation, order entry, and managing
technology (Collins, 1999). The profession has recog-
nized the need for thorough job descriptions, training
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manuals, equitable pay, and productivity-monitoring
systems among pharmacy support personnel (Desselle,
2005), yet the literature has little to offer in the way
of devising performance appraisal systems. One study
found that relatively few community pharmacies en-
gage in routine performance monitoring of support
personnel (Desselle, Vaughan, and Faria, 2002). In the
same study, a method predicated on a study of the
“scope of pharmacy practice” (Muenzen, Greenberg,
and Murer, 1999) was suggested. It involved the use
of 20 practice functions each with a different weight
(for importance) combined with a BARS-type scale to
produce a highly quantitative measure. The 20 prac-
tice functions and weights are provided in Table 10-7.
A similar method can be used to derive a performance
appraisal system for technicians working in alternative
settings.

Considerations for Pharmacists

Evaluating pharmacist performance may be more chal-
lenging than evaluating technician performance be-
cause of pharmacists’ greater levels of autonomy and
responsibility. This may be further compounded by
the presence of the disparate roles various pharmacists
may play within the organization. It may be fruitful to
gather information from customers, or patients, when
evaluating pharmacists for the services they provide.
This may be accomplished through informal feed-
back, surveys, or even critical-incidents appraisal, as
described previously. While it is beyond the scope of
this chapter to describe them in detail, a few types of
performance appraisal systems have been suggested for
pharmacists, particularly those whose responsibilities
are more clinical in nature (Segal, 1992; Schumock
et al., 1990).

THE PERFORMANCE
APPRAISAL INTERVIEW

Regardless of the type of system selected, the written
appraisal should be accompanied by a formal interview
of the employee. It is during the interview that the re-
sults of the written appraisal are discussed. The success
of the performance appraisal hinges significantly on the
interview. If the manager is mindful of taking a few pre-

cautionary steps and follows some helpful guidelines,
most appraisal interviews will come off without a hitch.

Preparing the Employee for the Interview

An appointment should be made with the employee
well in advance, at least 3 to 4 weeks. The employee
should be provided with a copy of the position de-
scription and corresponding performance standards, a
copy of the evaluation form used in the appraisal pro-
cess, a copy of the report of the previous formal review,
departmental/organizational objectives for the current
and subsequent year, and instructions on how to pre-
pare for the meeting. The employee may be instructed
to prepare comments on how well objectives set during
the last review were met and to prepare a list of new
objectives. The employee may also be asked to discuss
what he or she considers his or her most valuable con-
tribution to the organization to be since the last review,
barriers to his or her achieving current goals, and what
the organization or manager can do to facilitate his or
her progress (Umiker, 1998, p. 155). In some organiza-
tions, employees are asked to complete a self-evaluation
on an instrument similar to the one used by the em-
ployer. This may help to identify gaps in perceptions
of effectiveness in certain areas and reinforce strengths
and limitations in others.

Planning for the Interview

The manager should enter the interview well informed
of prior appraisals and be intimately familiar with the
responsibilities of the employee’s job. The manager
should also have appropriate documentation and evi-
dence to support claims of the employee’s performance,
particularly in areas of deficiency but also in areas of
strength. To prepare for the interview, the manager
should have answered the following questions (Byars
and Rue, 2000, p. 286):

What results should the interview achieve?
What good contributions is the employee making?
Is the employee working up to his or her potential?

Cal i e

Is the employee clear about the manager’s perfor-
mance expectations?

5. What strengths does the employee have that can be
built on or improved?
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Table 10-7. Community Pharmacy Technicians’ Practice Functions and Corresponding Weights

U

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

Maintaining inventory | (ordering)

3.79

Maintaining inventory Il (receiving goods)

2.25

Maintaining inventory Il (other, such as stock appearance and inventory analysis)
3.36

Collecting productivity information

1.63

Participating in quality assurance and quality improvement activities
4.00

Solving problems (of prescribers, customers, and colleagues)
3.80

Billing and accounting

2.00

Customer service activities

4.88

Training other staff members

2.70

Maintaining a positive image

3.93

Being a team player

4.00

Exhibiting a positive attitude

4.75

Maintaining cleanliness

3.00

Receiving and interviewing patients

4.88

Communicating with prescribers

3.72

Assessing prescription orders for completeness and accuracy
3.00

Processing prescription orders

4.00

Filling prescription orders

4.25

Compounding prescription orders

1.00

Appropriately concluding a patient’s visit

4.73

Source: Desselle, Vaughan, and Faria, 2002, p. 774; reprinted with permission.
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6. Is there any additional training available that can
help the employee improve?

Conducting the Interview

The interview should be conducted in the following
sequence: (1) review and update the position descrip-
tion and performance standards, (2) discuss the per-
formance ratings assigned to the employee using the
prescribed appraisal form, (3) highlight strengths and
accomplishments since the previous appraisal, (4) dis-
cuss objectives that were not reached since the previous
review, and (5) discuss future performance and assist
with career planning.

Managers should establish a comfortable, profes-
sional atmosphere and maintain a positive tone when
conducting the interview. They should be careful not
to stereotype or prejudge certain employees. There may
be occasions on which the rater simply does not like
the person whom he or she is evaluating but must be
careful to remain focused on the relevant behaviors and
performance. Nonetheless, circumstances will arise in
which the manager has to address performance defi-
ciencies with an employee. Some suggestions for ad-
dressing these situations are as follows (Umiker, 1998,

p. 157):

e Limit criticism to one or two major problems. Do
not search for significant problem areas when none
exist.

® Reserve critical remarks until after some of the pos-
itives have been accentuated.

¢ Maintain open dialogue with the employee. Offer
the employee a chance for self-criticism. Allow the
employee to offer reasons why performance was be-
low standard. Allow the employee to suggest ways
and an appropriate time frame to expect significant
improvement.

* Avoid the use of terms that potentially could be mis-
construed, such as attitude, work ethic, professional-
ism, and weakness.

Remain firm but supportive. Use assertiveness
skills by reinforcing points of agreement, handling dis-
agreements diplomatically, and avoiding defensiveness.

The interview should be concluded with an ex-
pression of confidence that the employee will be able
to meet the new objectives. The manager should also
thank the employee for his or her time spent in the
interview and for his or her contributions to the orga-
nization.

ENSURING VALID RESULTS
FROM THE PERFORMANCE
APPRAISAL SYSTEM

A pharmacy manager must carefully consider the ad-
vantages and drawbacks of each type of appraisal
system. Aside from those specifically designed for phar-
macy organizations described in this chapter, the pre-
vailing consensus among employers is that summated
rating scales, particularly derivations of BARS meth-
ods, are the best systems to employ. Regardless of the
type of system selected, managers must be mindful
of ensuring that the system is reliable and valid and
is helping the organization to achieve its objectives.
Reliability is another word for consistency, inferring
that the system produces similar results in multiple it-
erations. For example, given a certain employee’s level
of performance, any rater should view the performance
similarly. If a system is unreliable, then it cannot be
valid. Validity implies that the system is measuring
what it purports to measure.

Implementing the System

A primary consideration when implementing a system
is how frequently to conduct the formal appraisal. Rat-
ing periods usually are annual, either on the employee’s
anniversary of hire date or during a rating period in
which all employees are evaluated, the lacter of which
is easier to implement (Mohrman, Resnick-West, and
Lawler, 1989). Evidence suggests, however, that better
results are obtained from more frequent evaluations,
such as semiannually or quarterly (Martin and Bartol,
1998). Everyone in the organization should be well in-
formed about the role each person plays in the appraisal
process and how the appraisal results are used (Latham

and Wexley, 1994).
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Monitoring the System

The effectiveness of the appraisal system itself should be
monitored. Certain indicators can be helpful, includ-
ing the quality of performance standards, effective use
of appraisal results, tracking of the raters, and elimina-
tion of adverse impact. Quality of performance standards
refers to the standards being specific, challenging, re-
alistic, dynamic, understandable, and consistent with
organizational goals. Use of performance appraisal results
refers to how well these results are tied with rewards and
recognition and to what extent the appraisal process
has contributed to improved performance among all
employees. Tracking the raters consists of reviewing the
ratings awarded by individual raters and giving them
feedback concerning the quality of their ratings, which
may be overly stringent, lenient, or biased in some way
in comparison with other raters. Adverse impact refers
to a performance appraisal system whose use results
in significantly lower ratings for members of any pro-
tected group described previously.

PERFORMANCE AND
ORGANIZATIONAL REWARDS

Organizational rewards consist of both intrinsic re-
wards (those internal to the individual and derived
from involvement in the job, such as achievement, feel-
ings of accomplishment, informal recognition, satisfac-
tion, and status) and extrinsic rewards (those controlled
and distributed by the organization, such as formal
recognition, incentive pay, fringe benefits, and promo-
tions). Proper allocation of both is critical for varied
reasons. Recent evidence rejects a popular view that sat-
isfaction leads to performance (Byars and Rue, 2000,
p- 303). It does suggest, however, that (1) rewards based
on current performance enhance subsequent perfor-
mance and (2) job dissatisfaction leads to turnover, ab-
senteeism, tardiness, accidents, grievances, and strikes.
Research also supports the notion that while extrinsic
rewards do not in and of themselves cause satisfaction,
perceived deficiencies or inequities can result in dissat-
isfaction among employees (Barnett and Kimberlin,
1988). A study of pharmacists suggested that percep-

tions of inadequate pay were predictive of their in-
tentions to withdraw from a current job (Gaither and
Mason, 1995b).

In addressing employees’ base and merit pay, man-
agers must consider internal, external, and individual
equity. Internal equity concerns what an employee is
being paid for doing a job compared with what other
employees in the same organization are being paid to
do their jobs. External equity concerns what employees
in an organization are being paid compared with em-
ployees in other organizations performing similar jobs.
Individual equity addresses the rewarding of individual
contributions and is related closely to linking pay with
performance. Internal equity and external equity are
factors considered more in determining base wage and
fringe benefits, or those rewards are based merely on
employment and seniority with an organization. Phar-
macy managers must ensure that pharmacist and sup-
port staff salaries and benefits (e.g., vacation, paid hol-
idays, health insurance, child care, and pension plans)
are competitive with those offered in similar pharmacy
settings and even other types of pharmacy settings in
the region.

Managers also must address individual equity and
allocate certain rewards (e.g., pay increases, promo-
tions, and formal recognition) in a manner that corre-
sponds with the right types of behaviors. Such behav-
iors include but are not limited to working extra hours
when required, volunteering for unenviable tasks or as-
signments, substituting for others willingly, and pleas-
ing customers. More specifically, rewarding behaviors
listed and evaluated in the performance appraisal sys-
tem eliminates ambiguity about what constitutes good
performance. Other suggestions for allocating rewards
are as follows (Byars and Rue, 2000. pp. 360-361):

o Consider the presence of performance constraints. The
employee’s performance should not be hampered by
things beyond his or her control.

e Provide a clear distinction between cost-of-living,
seniority, and merit pay increases.

o Enlist trust among employees. Similarly, employees
should not be misled into thinking that their re-
wards were based on merit, only to find out later
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that the increases were across the board. This could
result in distrust and dissatisfaction.

o Make merit pay substantial. While operating within
the organization’s budget, merit pay has to be worth-
while. Employees will notappreciate being evaluated
very highly and praised only to see very small pay in-
creases as a result.

® Beflexible in scheduling rewards. It is easier to establish
a credible pay-for-performance plan if all employees
do not receive pay adjustments on the same date.

o Effectively communicate merit and total pay policy to
employees. Additionally, do not prohibit employees
from discussing pay because this may be a violation
of the National Labor Relations Act.

There are detractors to using performance ap-
praisals as a means to allocate rewards. It has been sug-
gested that appraisals used in this way create “winners”
and “losers,” ultimately a zero-sum game for an organi-
zation, which should not use systems to make miniscule
distinctions in pay adjustments (Kennedy and Dresser,
2001). Monetary rewards are said to work best when
completely unanticipated by the employee rather than
based on the appraisal feedback. Moreover, while man-
agers ability to reward with pay is limited, there are no
such constraints on other forms of recognition.

MOTIVATION AND OTHER
REWARDS NOT TIED TO
BASE PAY

Chapters 8, 9, and 14 discuss motivation of employees
through leadership and support. Support by the man-
ager goes a long way toward keeping employees satis-
fied. In fact, manager and organizational support has
proved to be an effective deterrent to pharmacists’ un-
certainty about their future in an organization (Desselle
and Tipton, 2001) and a buffer against the stress
that accompanies work (Kong and Wertheimer, 1994;
Lahoz and Mason, 1991). Pharmacy managers also
should keep this in mind when dealing with support
personnel. Managers may believe that support person-
nel do not value intrinsic rewards, but this is certainly

not true. Managers should be cognizant of the desire
for autonomy and personal growth by all employees.

Giving Praise

Support from managers need not be confined to the
formal appraisal period. Informal feedback should be
rendered on a consistent basis. Employees should be in-
structed immediately when they demonstrate behav-
iors detrimental to the organization or if they are not
performing to standards, as long as itis done in a profes-
sional manner. For example, the manager should never
criticize an employee in the presence of others. Offer-
ing praise to an employee for a job well done should be
done in public, however, as long as the employee truly
deserves such praise, the praise is not overdone, and it
is not overly repetitive (Rosendahl, 1993). Managers
should also consider following up praise with an offi-
cial memo and boasting of the employee to colleagues
so that it may get back to him or her indirectly.

Other Benefits

Pharmacy managers may consider the use of other
strategies to recognize and reward good performers:

 Offer to pay for attendance at a local continuing
education program.

¢ Provide funding for attendance at a national confer-
ence.

e Offer to offset the cost of professional recognition
and certification processes for pharmacists and tech-
nicians.

e Fund membership in a professional association.

e Buy lunch.

e Allow someone to represent you at an important
meeting.

o Assign tasks with greater levels of responsibility if the
employee is ready to handle them.

REVISITING THE SCENARIO

Management may consider the fact that Marcus has
made more errors than other technicians to be of greater
consequence than his promptness and vigorous effort.
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Marcus may contend that a greater frequency of errors
is bound to occur as a result of him filling a greater
number of medication orders. The technicians may
not be clear on who is responsible for certain tasks.
Finally, pharmacy staff may be concerned that man-
agement plays favorites among the employees. Marcus
is confused and frustrated at having seldom been eval-
uated formally. Has management avoided subsequent
appraisals because the last one did not run so smoothly?
Has this been the case with other employees as well?
None of these questions is necessarily an indictment of
management at Community Hospital pharmacy be-
cause there is much information not known in the
scenario. However, it is certain that all employees at
the pharmacy must be evaluated formally at least once
a year, informed of behaviors that are viewed as de-
sirable, instructed on how they may improve perfor-
mance, and shown how various aspects of performance
translate into the allocation of organizational rewards.

CONCLUSION

Managers often view performance appraisals as an un-
desirable task, but careful planning and implemen-
tation should make them less onerous. Performance
appraisals are closely linked to employee motivation,
performance, commitment, and turnover. Numerous
systems are available, each of which has its strengths and
drawbacks. The formal appraisal must be accompanied
by frequentand substantive informal feedback. The ap-
praisal interview is key to the success of the appraisal
system. The allocation of organizational rewards must
be linked closely to the results of the appraisal process.

QUESTIONS FOR FURTHER
DISCUSSION

1. What types of skills do you think are necessary
for selecting and implementing a performance ap-
praisal system? What about for conducting an ap-
praisal interview?

2. How would you feel about having responsibility
for determining whether or not an employee will
receive merit pay?

3. Has your performance ever been assessed formally
at a job? How was that experience? What do you
think the manager could have done better when
assessing your performance?

4. How would you react if you were told that your per-
formance was not measuring up to the expectations
of an organization?

5. Does everyone with similar jobs in a pharmacy de-
serve the same level of pay raises, or should they be
based more on performance?

6. Do you know anyone who has left a job because,
in part, of the kinds of issues raised in the chapter
scenario?
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LEARNING OBJECTIVES

After completing this chapter, students should be able to

Identify the distinguishing characteristics of services.

Discuss the characteristics of good customer service.

Describe the standard for the evaluation of services.

Discuss the seven issues in designing services.

Describe service strategy.

Describe strategies for dealing with service failures and medication errors.

NN B =

Discuss the management of service employees and professionals.

SCENARIO

Entering the pharmacy, Maria Perez remembered the numerous advertisements and commer-
cials touting the expertise, availability, and compassion of the pharmacists at this pharmacy.
Maria entered the pharmacy clutching a handful of prescriptions for her aging mother who
had just been discharged from the hospital following a heart attack. Maria anticipated that
she would be taking care of her mother in her home for the next several weeks and would be
responsible for her mother’s medications.
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Fighting her way down aisles clogged with boxes,
Maria made it to the pharmacy and was greeted by a
19-year-old clerk. The clerk was chewing gum and was
casually indifferent, instructing Maria to take a seat.
Counting the prescriptions yet to be completed, the
clerk said that it would take at least an hour, if there
were no problems.

Ninety minutes later, Maria was still waiting. In
addition, her mother was waiting outside in the car. In-
sistently and loudly, Maria asked what the problem was.
At this point a beleaguered pharmacist walked over.
Without calling her by name, the pharmacist said he
was very busy, only worked in this store once a month,
was having problems with the insurance company, and
needed to talk to the doctor. Further, the pharmacist
informed Maria that interrupting him by asking ques-
tions would only add to the wait.

Finally, 30 minutes later a new technician, not
the one who had greeted her, came to the counter
with her prescriptions. Maria never saw the pharma-
cist again but remembers signing some book. This is
what Maria got: Of the six prescriptions she presented,
four were filled and two were not filled, one because
the pharmacy was out of the medication and the other
because of delays in the doctor callback. Of the four
prescriptions filled, two of the names on the prescrip-
tion bottles did not match the list of names given her
by the doctor. Maria left the pharmacy considering the
discrepancy in the experience at this pharmacy por-
trayed on the television and the reality of actually being
there.

CHAPTER QUESTIONS

6. How should an organization handle media relations
in the event of a highly publicized error?

INTRODUCTION

An industrialized economy is composed of three princi-
pal sectors: extractive (i.e., mining and farming), man-
ufacturing, and service. The services sector can be di-
vided into five subgroups:

® Business services—consulting, finance, banking

* Trade services—retailing, maintenance and repair

o Infrastructure service—communications, transpor-
tation

o Sociallpersonal services—restaurants, health care

* Public administration—education, government

Pharmacy is clearly a service business. As such, an
understanding of a service business is beneficial to phar-
macists. For pharmacists, the unique characteristics of
services make working in that environment challeng-
ing, and even more so for pharmacy managers. The
first section of this chapter describes the fundamental
elements of services, along with the issues related to de-
signing services and the elements of a service strategy.
The second section of the chapter focuses on topics
of special interest to pharmacists, specifically issues re-
lated to service failures and medication errors, dealing
with service employees and professionals, and burnout.

CHARACTERISTICS
OF SERVICES

1. Based on the scenario, how should the pharmacist
have acted?

2. Based on the scenario, how could the problem have
been avoided completely?

3. Is telling the truth following a medication error
clearly the best policy. Why? Why not?

4. Whatare some primary considerations in the design
of services?

5. How does the treatment of employees relate to their
effectiveness in providing services?

Services can best be viewed and defined relative to
their differences from manufacturing. These differ-
ences have implications for how services are marketed
and managed. Services are distinguished by the follow-
ing features:

o The customer is a participant in the service process.
With rare exceptions, the customer is always present,
at least for some part of the process. Although a pa-
tient may not be on site when a prescription is filled,
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there is generally an interaction of some kind be-
tween the pharmacist and the patient or the patient’s
agent.

o Services are produced and consumed simultaneously.
Services cannot be produced ahead of time and
stored in inventory. A filled prescription cannot be
put into inventory because it is a custom-designed
product for a specific patient.

o Services are perishable. A service that is not used is
lost forever. An empty airline seat is revenue lost for-
ever, and a pharmacy without patients is an expense
without compensating revenue.

o Service site location is dictated by the consumer. For
convenience and access, the site must be located
where consumers are concentrated.

* Economies of scale are difficult to achieve in services.
While there may be an optimal size for efficiency in
a pharmacy, a single pharmacy in a rural county is
unlikely to achieve that size.

o Standardization of services is difficult. An effective
communication with one type of patient may be
totally inappropriate for another.

o Services are labor-intensive. While the backroom op-
erations of a pharmacy likely will be completely auto-
mated some day, the final counseling session always
will require human interaction.

o Output is difficult to measure. The number of patients
seen in a given period obviously can be counted, but
assessing the quality of the interaction is problem-
atic (adapted from Fitzsimmons and Fitzsimmons,

1994).

Most important, services are intangible. While
there may be a tangible expression of the service, in this
case a prescription, the cognitive evaluations and judg-
ment of the pharmacist always will remain intangible.
Managing and marketing services is “selling the invisi-
ble” (Beckwith, 1997). The task for a pharmacy man-
ager is equal to that faced by a stage manager of a long-
running theatrical production—deliver a performance
that is professional day after day while the audience
changes nightly and the performers come and go.

Given the factors detailed above, pharmacy man-
agers are confronted with the fact that the customer

“interferes” with efficient operations and introduces
five types of variability to the system, forcing a trade-
off between efficient operations and good customer
service. Those five types of variability are (1) arrival
variability—customers do not want service at times
convenient for the company or in a steady, predictable
pattern, (2) request variability—customers’ desires are
not standard, (3) capability variability—customers’
own abilities to contribute to the service process vary
(e.g., a visually impaired patient who requires training
on the use of a nebulizer), (4) effort variability—how
much energy will the customer expend to facilitate the
service encounter (e.g., will the customer call the doc-
tor ahead of time and provide updated insurance in-
formation), and (5) subjective variabilicy—customers
vary in their opinion as to what it means to be treated
well (Frei, 20006).

CUSTOMER SERVICE
DEFINED

What exactly is good customer service? Ask 20 people,
and you will get 20 different answers: a prompt re-
sponse to a question, a statement calculated correctly,
a friendly reassurance that things will work out, work
done on time, a knowledgeable technician at the other
end of the line, extra help in negotiating with a third
party, and so on. Delivering good customer service re-
quires the following;

e Solving customer problems with no hassle

e Solving customer problems promptly

¢ Providing people who know what they are doing

¢ Providing people empowered to solve customer
problems

e Treating people with dignity and empathy

e Correcting mistakes when they are made (adapted

from Karr and Blohowiak, 1997)

Intuitively, everyone knows and understands what
good service is. Everyone has experienced good ser-
vice and bad. It is as simple as giving the customer
what he or she wants, and yet it is difficult. It is doing
it consistently time after time.
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THE SERVICE ENCOUNTER

The critical point in services is the service encounter.
The service encounter is the interaction between the
service organization, the service provider, and the cus-
tomer. It is the familiar scene in the pharmacy where
the patient drops off and picks up the prescription,
as well as being counseled. This interaction has been
termed the moment of truth in services (Norman, 1984,
pp- 8-9). The rise and fall of huge corporations, as well
as individual employees’ bonuses, can hinge on man-
agement of this brief interaction.

SERVICE EMPLOYEES

Service is a full-contact sport. It is people interact-
ing with people in what has been termed a moment of
truth. Because what happens in that moment of truth
cannot be scripted or controlled, the secret to a suc-
cessful service encounter is an employee empowered
to meet the idiosyncratic needs of the consumer. Em-
powering employees to deliver superior service requires
that the organization share with front-line employees
(1) information about the organization’s performance,
(2) rewards based on the organization’s performance,
(3) knowledge that allows employees to understand
and contribute to organizational performance, and (4)
power to make decisions that influence organizational
direction and performance (Bowen and Lawler, 1992).
Nordstrom Department Stores, noted for its outstand-
ing service, empowers its employees in this way: When
new employees are hired, Nordstrom provides them
with a single-page statement of how to act in dealing
with a customer. That statement is: “Rule 1: Use your
good judgment in all situations. There will be no ad-
ditional rules.” In other words, employees are given
responsibility for their work; in doing so, the organi-
zation says, “I trust you.” The end result, more often
than not, is a satisfied consumer.

The benefits of an empowered employee are these:

* Quicker responses to customer needs during the ser-
vice encounter

* Quicker responses to dissatisfied consumers during
service recovery

e Employees feeling better about their jobs and them-
selves

e Employees interacting with consumers with more
warmth and enthusiasm

* Empowered employees as a source for innovation
and improvement (adapted from Bowen and Lawler,

1992)

A second critical element is for the organization
to provide its employees with the same type of service
that they expect them to deliver to consumers. It is
not acceptable for the organization to espouse service
commitment to consumers but not to its own em-
ployees. Everyone in the organization, from the execu-
tive suite to the recently hired, lowest-paid employee,
is in the service business. An employee who cannot
get problems regarding his or her benefits resolved in
a timely and professional manner by the human re-
sources department is likely to provide inferior service
to consumers. It is what you do, not what you say, that
counts in dealing with service employees. Research has
indicated that service industry employees who perceive
fair treatment by their employers are more likely to
treat customers fairly in return (Bowen, Gilliland, and

Folger, 1999).

PROFESSIONALS

Professionals may be even more achievement-oriented
than the traditional service employee. They consis-
tently seek new challenges and may demonstrate a
propensity toward boredom in their absence. They are
interested in personal growth and advancement. An
organization that stifles this need hardly can expect its
professional service staff to deliver superior customer
service. Latent, if not outright open, resentment toward
the organization is likely and, by extension, toward the
organization’s customers. Professionals are interested in
meaning. Effort should be directed toward explaining
why something should be done, not how it should be
done.
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STANDARDS FOR
EVALUATING SERVICES

Customers evaluate services and the service encounter
on five broad dimensions. The five dimensions are

o Reliability—the ability to perform the promised ser-
vice dependably and accurately

o Responsiveness—the willingness to help customers
and provide prompt service

o Assurance—the knowledge and courtesy of employ-
ees and their ability to convey trust and confidence

* Empathy—the caring, individualized attention pro-
vided to customers

o Tangibles—the appearance of physical facilities,
equipment, personnel, and communication mate-
rials (Berry, Parasuraman, and Zeithaml, 1994)

Of these five dimensions, reliability is most highly val-
ued by consumers. Nothing fancy is required; just do
what you say you will do.

MEASURING SERVICE
QUALITY

Since services are for the most part intangible, cus-
tomers use a psychological standard to evaluate ser-
vices and service quality. Customers assess their per-
ceptions of a service relative to their expectations for
that service. The expectation the consumer holds for
the service becomes the standard. These standards may
be completely arbitrary, differ among consumers, and
change constantly. If someone is told that the wait for
a table in a restaurant is 30 minutes and then is seated
in 20 minutes, the service experience is likely to be
viewed with satisfaction. Conversely, if the same per-
son is told that the wait is 10 minutes and is seated in
the same 20 minutes, the service experience is likely to

be evaluated with displeasure. As with the restaurant,
if in arriving at a pharmacy a patient expects that his
or her prescription will be ready in 20 minutes and
that the pharmacist will take a few moments to explain
the medication in a simple, straightforward manner,
the degree to which this psychological standard (i.e.,
personal expectation) is either exceeded or not deter-
mines the customer evaluation of the service. What this
means is that services are evaluated by the customer
on the difference in expectations for the service versus
the perception of that service (Parasuraman, Zeithaml,
and Berry, 1994). Customer expectations for service
arise from the customer’s own experiences with that
service, other services like it, and the experiences of
other customers. In services, quality is defined by the
gap between the expectation for the service and the
perception of how it was delivered (Fig. 11-1).
Customer expectations for service operate at two
levels—desired and adequate. In other words, there is
the ideal of what customers expect and the level of ser-
vice that will satisfy them. Ideally, one would expect
every airline flight to arrive and depart precisely on
time, the attendants be personally solicitous, and lug-
gage never be lost or damaged. Realistically, the cus-
tomer personally may find a 15-minute delay, a cour-
teous attendant, and a rare problem with luggage to
be acceptable. Any level of service in the gap between
ideal and adequate service is characterized as a zone
of tolerance. The zone of tolerance for acceptable ser-
vice varies based on the specific service dimension. The
zone of tolerance for reliability on the filling of a pre-
scription is exceedingly narrow. More than likely there
is no zone of tolerance on this dimension. Conversely,
the zone of acceptance for the appearance of a pharmacy
for many customers is probably quite wide. More than
likely, once a minimum standard for cleanliness is met,
the customer may care little about how the pharmacy
looks (Parasuraman, Berry, and Zeithaml, 1991).

Quality ofthe | —
Service

Expectations for the | —
Service

Perceptions of
Service

Figure 11-1. Quality-of-service equation.
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Recent work has highlighted the impact of emo-
tions on the assessment of service quality. Consumers
base their assessment of service quality on a compli-
cated mix of rationality and emotion, with emotion
playing a larger role. Quality in manufacturing is often
measured using the Six Sigma standard (a one-in-a-
million error rate). A quality improvement method-
ology in services has been developed called Human
Sigma (Fleming, Coffman, and Harter, 2005). This
approach to service quality asks managers not to think
like engineers or economists when assessing the ser-
vice encounter, but to factor emotions into the as-
sessment; to measure the service encounter locally ow-
ing to the enormous variation in quality at this level
rather than rely on company-wide averages, and to use
a single measure of service encounter effectiveness. To
improve service quality, the organization must engage
in short-term coaching at the local level along with
long-term changes in hiring, promotion, and structure.
Highlighting the value of the Human Sigma approach
is the fact that emotionally engaged customers con-
tribute more to the bottom line than rationally satisfied
customers (Fleming, Coffman, and Harter, 2005).
Strategically, this infers the necessity for assessing the
emotional commitment of customers, even beyond tra-
ditional measures of customer loyalty and satisfaction
(e.g., overall satisfaction, likelihood to repurchase, and
likelihood to recommend). The first measure of emo-
tional commitment is confidence—Does the company
always deliver on its promises? The second measure is
integrity—Am I treated the way I deserve to be treated?
The third is pride—Do I have a sense of positive iden-
tification with the company” Fourth, passion—Is the
company irreplaceable in my life? Passionate customers
are rare. The strategic implication of this is that cus-
tomers are made one at a time, and businesses are built
one customer at a time, one human relating to one
human—if you will, one heart to one heart.

Customers evaluate the services they receive con-
tinuously. There is a constant assessment of expecta-
tions versus perception. An organization that cannot
consistently deliver a level of service where customer
expectations exceed perceptions simply will disappear.
Since the customer will evaluate the service encounter

whether it is managed or not, it only makes sense thata
prudent manager will design, manage, and market his
or her service to meet this standard.

DESIGNING SERVICES

In designing services for profit and to exceed customer
expectations, a manager ought to consider the follow-
ing issues:

o What is our product (service)? When buyinga good or
service, consumers purchase a bundle of attributes,
both tangible and intangible, aimed at satisfying
wants and nee