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I

REGULATORY BACKGROUND AND UPDATE

The 1987 control of entry regulations1
I.1

The control of entry regulations were introduced throughout the UK in 1987
to cap the effects of a cost-plus funding system which met pharmacies'
overheads and generously supported low volume pharmacies. This system
had been introduced in order to address a decline in pharmacy numbers in
the 1960s and 1970s but resulted in a proliferation of pharmacies operating
at small scale and a steep escalation in the public funding bill.

I.2

Under the regulations, a pharmacy wishing to obtain a contract to dispense
NHS prescriptions had to satisfy the relevant authority that it was 'necessary
or desirable' to grant the application to secure adequate provision of
pharmaceutical services in the neighbourhood. The meaning of 'adequate
provision' and 'neighbourhood' was left open.

I.3

In addition, arrangements for doctors to dispense prescription medicines and
an Essential Small Pharmacies subsidy scheme were maintained to help
ensure adequate coverage in areas that would otherwise go unserved.

I.4

The effect of the regulations was largely to freeze the number and location
of pharmacies. Between 1987 and 2005, opportunities for entry were limited
primarily to replacing pharmacies that closed down and to takeovers of
existing businesses. Takeovers were used as a route of entry by chains and
supermarkets wishing to expand their pharmacy networks, who would
purchase an existing business and then if necessary apply to relocate the
service in-store.

1

The history of the control of entry regulations is described in the OFT Market Study, on which the
following section draws heavily.
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I.5

Meanwhile, in 1989 the remuneration structure was reformed and the costplus basis of remuneration was ended. While this mitigated the problem of
excessive fixed costs being passed on to health authorities at least to some
extent, the control of entry regulations were left in place.

The OFT 2003 Market Study
I.6

The OFT announced an enquiry into retail pharmacy services under section
two of the Fair Trading Act 1973 in October 2001 and published the final
version of its report, 'The control of entry regulations and retail pharmacy
services in the UK', in March 2003.

I.7

The report concluded that:
'[T]he regulations have acted to impede entry and expansion by pharmacies
that offer consumers lower prices, more convenient opening times, or valued
and innovative services. Moreover, by limiting the numbers and location of
pharmacies in a local area, the regulations have restricted competition
between pharmacies, in terms of both prices and quality of service.'

I.8

Among its key findings and estimates of the benefits of deregulation were:
¾

annual customer savings of around £20-25 million on pharmacy-only
(P) medicines, and a further £5 million on General Sales List (GSL)
medicines from increased sales to low priced supermarket pharmacies

¾

additional consumer savings from price competition

¾

improvements in service from increased competition on quality

¾

longer term improvements in the efficiency of pharmacies, which
might be expected to reduce the overall cost of the NHS prescription
system to the taxpayer
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I.9

¾

no significant decrease in access (proximity) in the worst case, and
improvements in local access in terms of opening hours, convenience
and other services such as home delivery

¾

elimination of £26 million in annual costs to businesses and taxpayers
directly attributable to the control of entry system.

Accordingly, the OFT recommended that the control of entry regulations for
community pharmacies should be ended, but that the dispensing doctor and
Essential Small Pharmacies arrangements should be retained to address
underprovision where necessary. It also rejected more modest alternatives
than deregulation, which it considered 'would add complexity to an already
complex and time-consuming process'.

The Government response to the OFT Market Study, and the 2005
control of entry reforms
I.10

The Government published its final response to the OFT report in respect of
England on 17th July 2003.2 Citing 'wider NHS policy objectives, and the
impact of changes in regulations on NHS services and patients' (which it
noted had not been part of the OFT's remit) it decided against full
deregulation:
'We do not believe that simple deregulation is the best way to achieve our
aims. The OFT made a strong case that the current control of entry rules
impede competition and reduce benefits for consumers. But given the current
shortage of pharmacists, which will persist for some years until measures
which we as a government are taking increase supply, and the Government's
desire to see pharmacies given a new and strong role in the modern NHS,
the Government does not believe that this is the time to move to a fully

2

House of Commons Written Ministerial Statement, Secretary of State for Trade & Industry, 17th
July 2003.
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deregulated system. It therefore intends to move cautiously in the direction
recommended by the OFT.'
I.11

I.12

The Department of Health (DH) Draft Regulatory Impact Assessment and
Competition Assessment3 of August 2003, while acknowledging the benefits
of increased choice and competition projected by the OFT study, considered
that full deregulation might also have the following adverse consequences:
¾

a loss of control for primary care trusts (PCTs) over local service
planning and provision

¾

possible localised worsening of access due to pharmacies clustering
around sources of demand and driving out outlying pharmacies

¾

increased competition to dispensing doctors from more surgery-based
pharmacies 'creaming off' NHS business

¾

exacerbation of the shortage of pharmacists and a bidding-up of
pharmacists' pay

¾

a reduction in service quality as increasing entry consumed funding
that would otherwise be spent on commissioning additional pharmacy
services, and

¾

an undermining of incumbents' business confidence, profitability and
ability to invest.

The Government therefore decided to relax, but not remove, the control of
entry regulations in England by introducing the following measures in

3

DH, 'Proposals to reform and modernise the NHS (Pharmaceutical Services) Regulations 1992',
29th August 2003, Annex C, pp.53-54 and 62-63.
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England as part of the National Health Service (Pharmaceutical Services)
Regulations 2005,4 with effect from 1st April of that year:
¾

a criterion of 'reasonable choice' of services and providers for
consumers was introduced as a factor to be weighed in assessments
of applications under the control of entry test

¾

four classes of applicant for pharmacy contracts were exempted from
the control of entry test:
•

pharmacies intending to open for more than 100 hours a week

•

pharmacies in out-of-town shopping developments over 15,000
square metres

•

pharmacies forming part of a consortium to establish new onestop primary care centres

•

wholly internet or mail-order based pharmacy services.

I.13

As a condition of exemption, exempt pharmacies with the exception of the
mail-order/internet category were required to provide a full and prescribed
range of services appropriate to local needs, determined by the relevant PCT.

I.14

Applications for exempt pharmacies could, however, be blocked if the PCT
had designated the area or premises in the area for the provision of local
pharmaceutical services (LPS), which are described in the next section.

4

SI 2005/641 as amended
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The new contractual framework
I.15

Along with the control of entry reforms, the 2005 Regulations revised the
contractual relationship between pharmacies and the NHS in England and
Wales. These arrangements were proposed in consultation document 'A
Vision for Pharmacy in the New NHS', published by the DH in July 2003,
after the OFT's Market Study had concluded. They are known as the
Community Pharmacy Contractual Framework (CPCF).

I.16

The CPCF formalised three tiers of services to be provided by community
pharmacies: essential, advanced and local enhanced services.5

I.17

Essential services must be provided by all pharmacies and consist of
dispensing and repeat dispensing, an electronic transmission of prescriptions
service, disposal of unwanted medicines, promotion of healthy lifestyles,
support for self-care and signposting to other health and social care services,
and providing clinical governance (minimum professional standards).

I.18

Advanced services are currently only of one kind, namely medicines use
reviews (MURs), which are designed to help improve a patient's knowledge
and use of the drugs they take and identify any problems. They require
accreditation of pharmacists and pharmacy premises but can be offered by
all pharmacies to consumers.

I.19

Local enhanced services (LES) are additional services that PCTs (and in
Wales, LHBs) are authorised to commission from contractor pharmacies to
meet local needs. They include smoking cessation, out of hours services,
home delivery, minor ailment schemes and a variety of other services.

5

Advanced and local enhanced services are governed by the Pharmaceutical Services (Advanced
and Enhanced Services) (England) Directions 2005 and the Pharmaceutical Services (Advanced and
Enhanced Services) (Wales) Directions 2005.
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I.20

Since 2006/07 all PCTs can also contract directly with pharmacies to
provide local pharmaceutical services (LPS). These arrangements fall outside
the CPCF and are intended as a means for PCTs to commission services that
are tailored to local requirements, and may include services not traditionally
associated with pharmacy. The existing essential small pharmacies scheme
(ESPS), which provided revenue floors for pharmacies in areas where they
might not otherwise be viable, was brought under the LPS framework.

I.21

The 2005 Regulations also raised the minimum contractual hours for
pharmacies from 30 to 40 a week.

Subsequent regulatory developments
The 2006 DH Progress Review
I.22

In January 2007 the Department of Health (DH) published a progress review6
on the implementation of the control of entry reforms in England following a
commitment made in 2003.

I.23

The main findings of the progress review were that:
¾

there had been an increase of around 1.2 per cent in pharmacy
numbers in England in the first year following the reforms

¾

most entrants had used the 100 hour exemption

¾

access (proximity) to pharmacies had not been adversely affected, and
had perhaps slightly improved

6

DH, 'Review of progress on reforms in England to the 'control of entry' system for NHS
pharmaceutical contractors,' November 2006
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I.24

¾

exempt pharmacies offered a proportionately higher number of local
enhanced services

¾

there had been no discernible impact on OTC prices

¾

there had been little or no differential impact in deprived areas.

The report concluded that:
'On the evidence so far, the balanced package of reform measures has
achieved the goal of opening up the market and providing more convenient
services but without jeopardising the vast majority of the existing pharmacy
network or causing widespread upheaval or change.'

I.25

It also found that:
'The reforms have achieved so far the aim of opening up the market with a
modest but uneven impact on promoting choice and competition.'

The Galbraith Report
I.26

In March 2007 Anne Galbraith produced a report7 reviewing NHS contracting
arrangements for pharmacies, commissioned by Government in response to
the DH progress review. It was published alongside the White Paper of April
2008 (discussed below).

I.27

The Galbraith report noted that 50 per cent of people do not take their
prescribed medicines as intended and stressed the potential for pharmacies
to widen their contribution to healthcare in view of this and other factors

7

'Review of NHS pharmaceutical contractual arrangements - Report by Anne Galbraith', March
2007
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such as population growth, ageing and the rising incidence of chronic
conditions such as obesity.
I.28

Its conclusions included the following:
¾

Pharmaceutical Needs Assessments (PNAs) should have a consistent
structure across all PCTs and have national comparability in breadth
and depth, and there should be clearer links between local health
needs and the provision of more clinical services through PNAs.

¾

Given robust and evidence-based local assessment, two options
should be considered for future contracting arrangements, under
which the existing control of entry system would fall away:

¾

I.29

•

devolving contracting and tendering responsibilities wholly to
PCTs with certain minimum requirements kept at national level;
or

•

introducing the concept of 'any willing provider' for the
provision of essential services with more advanced clinical
services being subject to a contestable process.

DH should explore and consult on how the emphasis in funding could
shift away from pure dispensing and towards clinical care services and
health promotion, with a possible shift in funding responsibilities from
the centre to PCTs. However, attention should then be given to the
impact on PCTs of having to fund fixed annual payments to new
entrants directly.

With regard to the control of entry exemptions introduced in 2005, the
Galbraith report recommended as follows:
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'We consider the Department [of Health] should keep the impact of exempt
pharmacies and particularly those that offer 100 hours or more a week under
close review. The Department should only amend the regulations where
there is clear and evident need for change and such change should
endeavour to reduce the complexity and burdens of these regulations and
promote consistency. One area to review is the current restriction on exempt
applications succeeding where there is an LPS service.'

The 2008 White Paper
I.30

A White Paper, 'Pharmacy in England: Building on strengths – delivering the
future', was published in April 2008. It reiterated the policy objective of a
shift in emphasis in community pharmacy from dispensing prescriptions to
providing clinical and preventive services, such as offering greater support to
people with long-term conditions and being the first port of call for people
with minor ailments, designed to improve health outcomes while reducing
the burden on GPs and NHS budgets.

I.31

The White Paper noted that the NHS had reported considerable problems
with the exemptions, particularly the most popular category of 100 hours
pharmacies, which it summarised8 as:

8

¾

a lack of PCT control over where such pharmacies are located

¾

no match between the better access that a 100 hours per week
pharmacy delivers to the need for such an improvement locally

¾

clustering of 100 hours per week pharmacies close to each other or
around income sources

DH, 'Pharmacy in England: Building on strengths – delivering the future', April 2008, para. 8.60
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¾

I.32

unbudgeted additional expenditure if thresholds for extra allowances
are reached at a cost to the PCT of some £25,000 p.a. per 100 hours
per week pharmacy.9

The 2008 White Paper also accepted concerns expressed by incumbent
independent pharmacies about the impact on their ability to invest:
'Independent contractors and others have argued forcefully that they are
subject to increased competition10 which affects their business certainty. The
concerns of PCTs have remained, and such pharmacies hamper their efforts
to plan strategically – and commission further clinical services – because of
the costs arising from each new entrant. Therefore, while there are
undoubted benefits in terms of improved access, there are also some
significant drawbacks.'11

I.33

It therefore proposed four options for restrictions to be introduced on
applications under the 100 hour exemption:
¾

a distance restriction on 100 hour pharmacy applications of 1.6km or
2km from an existing pharmacy

¾

a requirement on applicants to justify the need for the 100 hour
pharmacy to the PCT

9

As discussed in Annex II, however, the notion that 100 hour pharmacies cost PCTs around
£25,000 a year each is at odds with our understanding from the Department of Health regarding the
funding impacts, since a) total funding for pharmacy under the national framework is not openended but is capped in such a way that there is no additional funding burden from new entrants,
and b) the fixed 'establishment payment' to which this sum refers is anyway (until April 2010) met
centrally and not by PCTs.
10
The phrase 'increased competition' was changed to 'abnormal competition' in the equivalent text
of the August 2008 consultation on the White Paper.
11
DH, 'Pharmacy in England: Building on strengths – delivering the future', April 2008, para. 8.63
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¾

a requirement on 100 hour pharmacies to contract with the PCT under
LPS arrangements rather than the national contractual framework (the
CPCF), which would 'give PCTs more control to avoid the fixed costs
they currently incur from surplus provision'

¾

potentially in combination with one of the above, stronger
requirements on 100 hour pharmacies to meet specified service
requirements, such as minor ailment schemes or services other than
dispensing available out of hours.

I.34

The White Paper favoured the first and fourth of these options on the
grounds that the second would require a robust and up-to-date assessment
of local needs and PCT commissioning skills were not sophisticated enough
to support the third12.

I.35

The White Paper also announced an intention to introduce a new service
category known as 'directed enhanced services', which would be services
that all PCTs nationally would be directed to commission, as opposed to
local enhanced services which they commission electively and advanced
services which are provider-led.

I.36

It also announced that proposals for future payment mechanisms would be
included in the consultation process in the summer of 2008.

I.37

A consultation document issued in August 200813 set out the Government's
proposals for legislative change. It stated that:

12

A partial regulatory impact assessment of the four options accompanied the White Paper but
again was calculated on the premise of additional fixed payments from PCTs to 100 hour
pharmacies (DH, 'Impact assessment of proposals to amend arrangements for pharmacies applying
to provide services for more than 100 hours per week', March 2008). See also footnote 9.
13
DH, 'Pharmacy in England: Building on strengths - delivering the future: proposals for legislative
change', August 2008
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'A new legislative basis should aim to achieve a better balance between the
needs of PCTs as commissioners and the certainty pharmaceutical services
providers want to invest to provide services. Importantly, the legislative
regime should not inhibit, and should encourage where possible, stronger
relationships between commissioner and contractor as well as stimulating
competition and innovation whilst not undermining the collaboration between
professionals which helps ensure safe and consistent patient care. It should
also provide a more objective basis than the current test for determining
whether or not the NHS will agree to commission new providers or existing
providers who wish to expand service provision.'
I.38

The main proposals affecting pharmacies were as follows:
¾

The current entry test would be replaced by a consideration of
applications against local Pharmaceutical Needs Assessments (PNAs)
carried out by each PCT.

¾

PCTs would invite applications to establish pharmacies meeting
particular local needs, but would also entertain spontaneous
applications from providers.

¾

The exemptions introduced in 2005, with the possible exception of
the exemption for mail-order and internet pharmacies, would
disappear.

¾

There would be no reference to 'neighbourhoods', although PCTs
could choose to apply equivalent criteria in assessing local needs. The
criterion of choice introduced in 2005 would be retained and PCTs
would have to apply it alongside their PNA-based criteria.

¾

PCTs would have to demonstrate that they have considered new
applications objectively against their PNAs and without bias to
applicants compared with existing providers, and to set out
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transparently the basis and reasons on which they have reached their
decisions. Decisions would be appealable.
¾

PCTs would also have enhanced powers to deal with underperforming
pharmacies, for example by delisting them or withholding payments.

I.39

Pending these longer term reforms, new 100 hour pharmacies would be
subject to locally negotiated LPS contracts and would also be required to
provide priority types of local services (that is, the third and fourth of the
options presented in the White Paper were now proposed).

I.40

Proposals for future payment mechanisms were deferred pending completion
of discussions between the Department of Health and the Pharmaceutical
Services Negotiating Committee, which represents pharmacy contractors.

The 2009 Health Act
I.41

The proposals to replace the existing control of entry system and its
exemptions with a new system of entry control based on PNAs were
included in the Health Bill introduced to Parliament on 15th January 2009,
which received Royal Assent on 12th November 2009.

I.42

A Written Ministerial Statement of 18th June 2009 announced the formation
of an advisory group to help implement the changes envisaged in the (then)
Health Bill.

I.43

At the same time the Secretary of State also announced that no changes to
the arrangements for 100 hour pharmacies would be made pending
permanent reform:
'In the absence of firm evidence that such pharmacies have had serious
adverse impacts on the provision of NHS services locally, and that some of
the earlier problems reported to us are settling down, I have concluded that
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these current arrangements should continue pending our longer-term
strategic vision for NHS services to be commissioned against local needs.'
I.44

Based on the work of the advisory group, the Department of Health issued a
consultation14 in December 2009 on draft regulations under the Health Act
obliging PCTs to produce PNAs, and on associated draft guidance. Subject to
the outcome of the consultation, regulations were expected to come into
force in April 2010, requiring PCTs to produce their first PNA by February
2011.

14

DH, 'Pharmacy in England: Building on strengths – delivering the future – Draft regulations under
the Health Act 2009: Pharmaceutical Needs Assessments: Consultation Document', December
2009
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II

OVERVIEW OF PHARMACY FUNDING

II.1

This annex provides background on how pharmacies are paid for providing
services on behalf of the NHS.

II.2

The issues addressed are:
¾

how total dedicated funding for NHS pharmacies is set

¾

the structure of payments to NHS pharmacies, and

¾

the impact of post-2005 entry on the total NHS funding burden.

Introduction
II.3

As described in Annex I, since the introduction of the Community Pharmacy
Contractual Framework (CPCF) in 2005/06 alongside the control of entry
reforms, pharmacies provide services on behalf of the NHS under three
headings:
¾

Essential services – which all NHS pharmacies must provide and
consist primarily of dispensing prescription medicines

¾

Advanced services – which any pharmacy can offer customers
provided it undergoes accreditation, and currently consist of medicines
use reviews (MURs), and

¾

Local enhanced services (LES) – which cover a variety of additional
healthcare services commissioned electively by the PCT from
particular pharmacies.
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II.4

In addition, as an alternative to the CPCF, since 2006/07 local
pharmaceutical services (LPS) arrangements allow all PCTs to contract with
a pharmacy to provide a wider range of services (including services not
traditionally associated with pharmacy) than is possible under the national
contractual arrangements. These arrangements also cover 'essential small
pharmacies' and other low volume pharmacies.

Total NHS funding for pharmacies
II.5

Total dedicated funding from the Department of Health/NHS for community
pharmacy is known as the 'Contract Sum'. It covers payment to pharmacies
for services that all NHS contracting pharmacies must offer or can offer to
customers, namely essential and advanced services.

II.6

Services that PCTs commission locally from particular pharmacies – namely
local enhanced and local pharmaceutical services (LES and LPS) – are funded
separately by PCTs on terms of their choosing and do not form part of the
Contract Sum.

II.7

The method for determining nationally applicable rates of pharmacy
remuneration and drug cost reimbursement for essential and advanced
services is 'top-down':

II.8

¾

first, the Contract Sum for the year is set and determines the total
sum of funding available, and

¾

only then are payment rates set, in such a way that total forecast
payments to pharmacies equal the Contract Sum.

The Contract Sum for each year is determined largely by formula and partly
by negotiation (Box II.1 below). The forecast of total payments that is used
to set payment rates so that total payments equal the Contract Sum takes
account of projected prescription and MUR volumes, the drug mix and the
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number of pharmacies. Divergences between actual expenditure and the
Contract Sum are corrected by within-year adjustments to payment rates,
and any remaining over- or underspend at the end of the year is carried over
as an adjustment to the following year's Contract Sum.
BOX II.1

DETERMINATION OF THE CONTRACT SUM

Total funding for all essential and advanced services in each year in England and
Wales (the Contract Sum) is agreed between the Pharmaceutical Services
Negotiating Committee (PSNC) and the Department of Health. The current level
derives from a cost inquiry in July 2003, cost modelling of the new pharmacy
services introduced in 2005, and annual uplifts that have occurred since that time.
Costs and returns are based on independent pharmacies. The results of a new
inquiry are expected to be published in April 2010.
Annual adjustments to the Contract Sum are based largely on the 'Formula for
Future Years', which is based on:
¾ inflation (the GDP deflator)
¾ the incremental cost to pharmacies of increases in dispensing volume
¾ increases in staff wage rates above inflation
¾ an assumption about achievable improvements in efficiency.
In addition to the Formula, account is taken of regulatory burdens on contractors
and 'a wide variety of other factors'.
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Sources: PSNC, 'PSNC's brief guide to Community Pharmacy Funding', December
2009; PSNC website15

Remuneration and reimbursement rates for essential and advanced
services
II.9

Payments to pharmacies for essential and advanced services, totalling the
Contract Sum, cover both remuneration for providing services and
reimbursement for the costs of medicines supplied.

II.10 The rates are published in the Drug Tariff16 and are the same for all
pharmacies in England and Wales. For our purposes they can be classified
into three kinds:
¾

fixed annual payments, the largest part of which is contingent on the
pharmacy exceeding a basic threshold of dispensing volume, but
which are otherwise unrelated to volume

¾

variable (volume-related) payments, that is, fees that vary as a
function of the volume of prescription items dispensed or MURs
performed, and

¾

a profit margin on each prescription medicine dispensed, representing
the difference between the amount reimbursed to the pharmacy by
the NHS and the price at which the pharmacy is assumed to be able
to source the medicine from manufacturers or wholesalers.

15

www.psnc.org.uk/pages/funding_negotiations.html and
www.psnc.org.uk/news.php/665/cost_of_service_inquiry_update, accessed Feb 2010
16
Available at www.ppa.org.uk/ppa/edt_intro.htm
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FIGURE II.1:

INDICATIVE REVENUE FOR ESSENTIAL AND ADVANCED SERVICES, AFTER
DRUG COSTS

£500,000
£450,000
£400,000

Annual revenue

£350,000
£300,000

MURs
£250,000

Retained buying profit
Variable (volume-related)

£200,000

Fixed payments
Average pharmacy

£150,000
£100,000
£50,000
£0
0

2,000 4,000 6,000 8,000 10,000 12,000 14,000 16,000

Items dispensed per month

Source: Drug Tariff (February 2010), PSNC, NHS IC, DotEcon calculations
Notes: Based on 2008-09 volumes. Assumes buying profit retained and MURs performed
are proportional to prescription items dispensed.

II.11 At current rates, most pharmacies receive fixed revenue of £26,600 a year
(see II.12 and II.13 below) plus variable revenue averaging £2.43 per
prescription item dispensed, comprising £1.78 in unit fees and allowances
(see II.14-II.16) and £0.65 in average retained buying profit (see II.18). The
average pharmacy in 2008-09 dispensed 6,138 items a month, which
equates to around £209,000 a year in NHS revenue from essential and
advanced services after drug costs. The calculations are detailed in the next
sections.
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Annual fixed payments
TABLE II.1

ESTABLISHMENT PAYMENT SCALE, 2009-10

Items dispensed per month

Annual establishment
payment

Apr 09-Sep 09

Oct 09-Mar 10

0- 2,179

0-2,239

£0

2,180-2,459

2,240-2,529

£23,278

2,460-2,729

2,530-2,809

£24,190

2,730+

2,810+

£25,100

Source: Drug Tariff (February 2010)

II.12 The main fixed payment to pharmacies is the annual fee known as the
'establishment payment'. Strictly speaking this is quasi-fixed payment, in
that entitlement depends on dispensing volume thresholds (Table II.1).
However, the majority of pharmacies qualify for the full amount of £25,100
and very few receive no payment. Moreover, some of those who do not
qualify for establishment payments are funded under LPS contracts for
'essential small pharmacies' (ESPs) or other low volume pharmacies17.
II.13 In addition, all pharmacy contractors receive an annual repeat dispensing fee
of £1,500. Pharmacies that are equipped to use the electronic prescription
service (EPS) currently being rolled out are further entitled to £2,400 per
annum.

Variable (volume-related) payments
II.14 The main variable payments for dispensing and their 2009/10 rates are:

17

In 2008-09 the average pharmacy in England dispensed 6,138 items per month and only 704 (or
6.7 per cent) dispensed fewer than 2,000. There were 200 LPS contracts including 155 ESPLPS
contracts. (Source: NHS Information Centre, 'General Pharmaceutical Services in England', and
DotEcon calculations.)
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¾

a 'professional fee' of 90p per prescription item, and

¾

a 'practice payment' of 79p per prescription item for most
pharmacies.18

II.15 Certain types of prescription attract additional fees, and there is also an
allowance of 3.24p per item to cover average container costs; the
Pharmaceutical Services Negotiating Committee (PSNC) estimates these
combined payments to be worth 7.4p per item.19 Since 2005-06 pharmacies
have also received 'transitional payments', currently set (since 2007) at the
equivalent of 1.48p per item.20
II.16 Combining these unit fees and allowances, most pharmacies currently
receive £1.78 in variable payments per prescription item dispensed.
II.17 Pharmacies are paid by the NHS for performing medicines use reviews
(MURs) at a rate (since October 2008) of £28 per MUR up to a maximum of
400 MURs per pharmacy annually. In 2008-09 pharmacies in England
performed 1.40m MURs (or one MUR per 552 items prescription items
dispensed) at an average of 133 per pharmacy. This implies average revenue
of £3,735 per pharmacy, or around 1.8 per cent of total revenue.

Profit margins on prescription items
II.18 Pharmacies are reimbursed for the cost of items dispensed at a rate that is
on average higher than the price at which they purchase them from
manufacturers and wholesalers. The rate is set annually in such a way that
18

Pharmacies dispensing fewer than 2,240 items a month – the same threshold as for the
establishment payment – receive a lower rate of practice payments. Practice payment entitlements
also require escalating dispensing staff levels to be met.
19
Pharmaceutical Services Negotiating Committee, 'NHS Pharmacy Contract: Indicative Income
Tables April 2009'
20
£7.40 per monthly volume band of 500 prescription items.

OFT1219a | 24

the total retained buying profit across all pharmacies is expected to equal a
predetermined amount within the Contract Sum. For 2008-09 the total
retained buying profit for England was set at £500m. Divided by total
prescription items of 771.5 million, this amounts to 65p per item.
BOX II.2:

PRICING AND REIMBURSEMENT OF PRESCRIPTION MEDICINES

Prescription-only medicines (POMs) may be either branded or generic. On-patent
medicines are invariably branded, and off-patent medicines may continue to be
offered in branded as well as generic versions. DH encourages generic prescribing
of off-patent medicines where possible on the grounds that generic versions are
considerably less costly to taxpayers while equally safe to users.
Non-prescription or over-the-counter (OTC) medicines are divided into pharmacy (P)
medicines, which may only be sold by a pharmacist, and General Sales List (GSL)
medicines, which can be sold off the shelf by any retailer. OTC medicines may be
issued by prescription.
Prices of branded pharmaceuticals supplied to the NHS are controlled indirectly by
the Pharmaceutical Price Regulation Scheme (PPRS), a non-contractual bargaining
agreement between the Department of Health and the Association of the British
Pharmaceutical Industry (ABPI). Under the PPRS, target profit margins are set for
each product, usually expressed as a return on capital, and manufacturers set
prices accordingly.
The PPRS was the subject of an OFT market study in 2007, which advocated its
replacement by a value-based pricing system in which the price of each branded
drug would better reflect its clinical benefit and the availability of substitutes. It
also recommended that similar principles be extended to generics, which nowadays
make up the majority of the NHS drugs bill.
Pharmacies are reimbursed for the cost of dispensed items as follows. The total
value of the prescription medicines dispensed by a pharmacy is calculated on the
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basis of a reference price for each drug. For branded drugs this is the
manufacturers' list price (controlled by the PPRS) while for generics it is based on
quarterly surveys of transaction prices between manufacturers, wholesalers and
pharmacies and published in the Drug Tariff. The value of prescription medicines at
these reference prices is known as the net ingredient cost (NIC).
The pharmacy is then reimbursed for its NIC less a deduction or 'clawback' of part
of the discount at which it is assumed to have purchased the medicines from
manufacturers and wholesalers. The rate of deduction is larger for higher values of
monthly NIC to reflect the greater discounts available to pharmacies purchasing
larger quantities of medicines.
The overall deduction scale is set annually in such a way that the total retained
buying profit across all pharmacies is expected to equal a target amount. Variances
between the target profit margin and the actual profits achieved are taken into
account in setting the remuneration and drug reimbursement rates in subsequent
periods.

Responsibility for payment for essential and advanced services
II.19 Remuneration and reimbursement payments for essential and advanced
services (the Contract Sum) are made centrally in the first instance by the
NHS Business Services Authority, but some elements are then recharged to
PCTs.
II.20 PCTs are responsible for the practice payment, EPS allowances, MUR fees,
and the element of total funding which represents the retained margin in the
drugs bill. This part of the Contract Sum is known as 'PCT recharges'.
II.21 The remainder – including the establishment payment, repeat dispensing
payment, item fees, and transitional payments – are paid from a centrally
held part of the Contract Sum known as the 'Global Sum'.
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II.22 From April 2010 the Global Sum will be devolved to PCTs.21

The impact of post-2005 entry on total pharmacy funding
II.23 For the purposes of our evaluation of the impact of the 2005 control of entry
reforms in England, the most important feature of the funding system is that
increases in total dedicated funding for NHS pharmacies (the 'Contract Sum')
do not reflect – at least formally – changes in the number of pharmacies
with NHS contracts from year to year. Rather, rates of remuneration and
reimbursement are adjusted annually and within-year to equate actual
spending with planned funding. Fixed payments to new pharmacies are
therefore not considered as an incremental cost of the reforms.
II.24 Our understanding of this issue is based on recent communication with DH
that has complemented our literature review and engagement with other
stakeholders. It must be noted, however, that previous DH policy
documents, mentioned in Annex I, treat fixed payments to new pharmacies
as an incremental cost, for example, the final impact assessment for the
control of entry reforms,22 and the 2008 Pharmacy White Paper,23 including
proposals to restrict the entry of 100 hour pharmacies.24 The 2008 White
Paper and the progress review conducted in 200625 also cite PCTs as
21

DH, 'The NHS operating framework for England for 2010/11', 16th December 2009
22
DH, 'Final Regulatory Impact and Competition Assessments - NHS (Pharmaceutical Services)
Regulations 2005', March 2005, paras. 5.14 and 5.15. The report projected additional central
government costs of up to £22,000 (the value of the establishment payment at the time) for every
extra pharmacy, plus additional costs of £11,000 to the relevant PCT.
23
DH, 'Pharmacy in England – Building on strengths, delivering the future', April 2008, para. 8.60.
This document reports NHS statements that each 100 hour exempt entrant costs PCTs up to
£25,000 per annum in additional expenditure – even though the establishment payments to which
this figure refers were not rechargeable to PCTs and will not be until April 2010.
24
DH, 'Impact assessment of proposals to amend arrangements for pharmacies applying to provide
services for more than 100 hours per week', March 2008.
25
Ibid., para. 8.63, and DH, 'Review of progress on reforms in England to the 'control of entry'
system for NHS pharmaceutical contractors', November 2006, para. 5.30.
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reporting that these costs were displacing funds for commissioning additional
pharmacy services. Finally, almost all PCTs who responded to our
questionnaire reported that the costs of essential services had increased as a
result of the control of entry reforms (see Annex V, Figure 17).
II.25 However, senior officials at DH have clarified to us that the increase in
pharmacies in England due to the 2005 control of entry reforms has not, to
date, caused total pharmacy remuneration and reimbursement to be higher
than it would have been if they had not been introduced, as there is
currently no mechanism for the Contract Sum to reflect changes in pharmacy
numbers. Instead, the additional volume of entitlements to fixed and other
remuneration payments has been absorbed by pharmacies as a whole in the
form of a dilution of the Contract Sum over a larger pharmacy base.
Moreover, funding of additional services commissioned from pharmacies by
PCTs (LES and LPS) has not been diluted, as it is separate from the Contract
Sum. We have relied on this clarification in our report.
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III

PHARMACY USERS

III.1

This annex reviews evidence concerning consumer behaviour in the markets
that pharmacies serve. The aim is to shed light on what consumers value
and how they choose among outlets when obtaining prescription medicines,
pharmacy (P) medicines, General Sales List (GSL) medicines and other offthe-shelf goods, and clinical health services. We also consider consumers'
reports of access to pharmacies.

III.2

It draws on five sources of information:

¾

consumer research conducted by GfK in December 2009 for this
evaluation (see Annex VI)26

¾

consumer research conducted for the Department of Health (DH) by
Continental Research in November 2007 (quantitative) and Solutions
Research in January 2008 (qualitative)27

¾

consumer research conducted in July 2002 by FDS International for
the OFT 2003 Market Study28

26

GfK use random dialling in December 2009 to interview 1001 individuals across a stratified
sample of areas in England and Wales who had used a pharmacy to cash a prescription in the
previous six months. See Annex VI.
27
Continental Research interviewed a representative sample of 1645 adults in England face to face
in Nov/Dec 2007. Solutions Research ran six focus groups among non and light users of pharmacies
and depth/paired depth interviews amongst medium and heavy users of pharmacies. The study was
conducted in January 2008 across the UK, with a mix of location types and demographics. See:
COI on behalf of Department of Health, 'Community Pharmacy Use – Quantitative and Qualitative
Research Market Research Report', 2008 (published by DH alongside the 2008 White Paper).
28
FDS used random dialling in July 2002 to interview 1000 households across the UK in which at
least one member had cashed a prescription within the last six months. A total of 1431 households
were questioned in order to reach this quota.
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¾

NHS Information Centre data on prescriptions by patient demographics
in the annual publication 'Prescriptions dispensed in the community'

¾

recent academic research on consumer preferences for GPs or
pharmacies for diagnosis of minor ailments.

What pharmacies are used for
TABLE III.1 REASONS FOR VISITING A PHARMACY
Reason for visiting pharmacy

%

Medication supplied by a doctor

86%

Usual supplies of over the counter medicines
Special supply of over the counter medicines for a one off
condition

27%
14%

Getting health advice
Getting urgent advice in normal working hours
Getting urgent advice outside normal working hours
Health screening e.g. diabetes, cholesterol
Regular monitoring of a current health condition
Needle exchange
Supervised consumption of medicines
Using particular services e.g. stop smoking

12%
1%
1%
1%
1%
0%
0%
0%

Toiletries/beauty products
Sunscreen
Food & drink

20%
6%
2%

Source: Continental Research (2007) for DH
Base: All who visit pharmacies (1506 respondents)

III.3

Picking up prescriptions is the most widespread reason for visiting a
pharmacy, cited by 86 per cent of pharmacy goers (Table II.1).
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III.4

Smaller proportions also use pharmacies for purchases of OTC medicines,
both usual supplies (24 per cent) and one-off special supplies (14 per cent),
and other products such as toiletry and beauty items (20 per cent) and
sunscreen.

III.5

Getting health advice is cited by 12 per cent of pharmacy goers. The
proportion citing urgent advice either within or outside normal working hours
is around 1 per cent. Specific clinical services are mentioned by at most one
per cent or so.

Accessibility of pharmacies
III.6

The 2002 FDS survey looked at access patterns to pharmacies in reference
to prescription collection visits.

TABLE III.2 DISTANCE AND MODE OF TRANSPORT FROM USUAL DEPARTURE
POINT TO USUAL/LAST PHARMACY (PRESCRIPTION VISITS)
Short
walk

Less than
1 mile

1-2 miles

More
than 2
miles

All

On foot

43%

10%

1%

<1%

54%

By car

13%

10%

10%

7%

40%

By bus

1%

1%

1%

2%

5%

<1%

<1%

<1%

<1%

<1%

57%

21%

12%

10%

100%

By bicycle
All

Source: FDS International (2002) for OFT, DotEcon calculations
Base: All those cashing a prescription within the previous six months (879 responses)

III.7

Table III.2 shows that, in 2002, 57 per cent of prescription cashers reported
that their usual pharmacy was within a short walk from their usual point of
departure (whether GP surgery, home or other). Ten percent reported that
their usual or last used pharmacy was further than two miles away.
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III.8

Over half of respondents (54 per cent) travelled on foot and 40 per cent
travelled by car. The other 6% almost all travelled by bus.

III.9

Of the 54 per cent who travelled on foot, most (43 per cent of all
respondents) were within a short walk of their pharmacy. Less than two per
cent walked more than a mile to their usual pharmacy, including a very small
number (0.5 per cent of all respondents) who walked more than two miles.

TABLE III.3

On foot
By car
By bus
Other
Total

MODE OF TRANSPORT AND TRAVEL TIME FOR MOSST RECENT
PRESCRIPTION VISITS
% of
visits

Mean travel time
(minutes)

41%
50%
5%
3%

6.8
8.4
20.3
10.6

100%

8.5

Source: DotEcon/GfK (2009) for OFT
Base: All those cashing a prescription within the previous six months (1001 responses).
Weighted by frequency of prescription visits. 'Other' primarily by bicycle or mobility
device.

III.10 The research undertaken for this evaluation across a stratified sample for
England and Wales shows a slightly higher proportion of visits by car than
the previous research (Table III.3).
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TABLE III.4

Doctor
Home
Work
Other
Total

DEPARTURE POINT FOR COLLECTING PRESCRIPTIONS (2009 RESEARCH)
Not a repeat
prescription
(18.7%)

Repeat, no
collection
service (57.9%)

Repeat, used
collection service
(23.5%)

Total
(100%)

48.0%
42.9%
4.7%
4.4%

26.1%
66.8%
4.8%
2.4%

9.4%
76.5%
9.7%
4.4%

26.2%
64.6%
5.9%
3.2%

100%

100%

100%

100%

Source: DotEcon/GfK (2009) for OFT
Base: All those cashing a prescription within the previous six months (998 responses).
Weighted by frequency of prescription visits.

III.11 Of prescription cashers in the 2002 FDS survey, 48% went directly from the
GP surgery to the pharmacy to have their prescription made up, while 29 per
cent went from home, while for 13 per cent it varied. This contrasts with
the research undertaken for this evaluation, which shows that overall 65%
of visits depart from home (Table III.4), although the surgery is the most
frequent point of departure in the case of non-repeat prescriptions.

Prescription users
III.12 The FDS 2002 survey found that 69.9 per cent of households had cashed a
prescription in the previous six months. Among people in this group the
average number of items per prescription visit to a pharmacy was 2.2 and
the average number of visits per annum was 10.5, implying 7.4 a year for
the population at large. This figure is broadly consistent with a mean of 10.0
pharmacy visits a year for all health-related reasons in 2007 Continental
Research survey.
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FIGURE III.1

FREQUENT PHARMACY USE BY AGE AND SEX

Source: Continental Research (2007) for DH

III.13 The 2007 Continental Research survey (Figure III.1) shows that women are
more frequent pharmacy users than men in most age groups. Regular
pharmacy use is highest among the 35-74 age groups in the case of women
and the over-65s in the case of men.
III.14 The overall age distribution of pharmacy visits is consistent with the 2002
FDS survey, in which prescriptions cashed per annum were highest among
the over-70s (13.0) and lowest among the 16-34 age group (6.4). According
to prescriptions statistics for the most recent available year (2007), free
prescriptions for the elderly accounted for 58.9% of all dispensed items (this
figure is based on all prescriptions including non-pharmacy dispensing).
III.15 FDS also found that prescriptions cashed per annum were highest in social
grades DE (12.3) and lowest in AB (9.3).
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Elasticity of prescription use
III.16 The current prescription charge in England is £7.20. In 2007, 88% of
prescriptions in England were dispensed free of charge.29 Prescription
charges in Wales began to be reduced in 2004 and were removed altogether
in 2007.
III.17 Of 4% of households in the 2002 FDS survey in which one person had
obtained but not cashed a prescription in the previous six months, 71 per
cent said it was because they got better or their condition was not serious,
and only 10 per cent (or 0.4 per cent of all prescription cashers) reported
that they had not cashed a prescription because they did not want to pay
the prescription charge.
FIGURE III.2

INDEX OF PRESCRIPTION ITEMS DISPENSED BY COMMUNITY
PHARMACIES IN ENGLAND AND WALES, 1998-2008

Source: General Pharmaceutical Services in England & Wales (Table 1); DotEcon
calculations

29

NHS IC, 'Prescriptions Dispensed in the Community', 2008
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III.18 Figure III.2 shows the number of prescription items dispensed in England and
Wales in each of the ten years from 1998-99 to 2007-08. The rate of
increase in prescriptions dispensed in Wales appears to have been unaffected
by the progressive elimination of prescription charges for all consumers since
2004. The growth in pharmacy numbers in England following the 2005
control of entry reforms similarly appears not to have affected total items
dispensed.
III.19 These facts imply that aggregate prescription use is largely insensitive to
prescription charges and to other dimensions of pharmacy service. Published
research supports the view that the demand for prescriptions is priceinelastic30. Common sense suggests that demand for prescription medicines
is instead driven largely by medical need and the prescribing decisions of
GPs, and that price-responsiveness is limited to minor ailments for which
substitute medicines are available over the counter. Thus, pharmacies
compete for an aggregate volume of prescription business that is essentially
inelastic, although there may be some elasticity in the choice of GP versus
pharmacy consultation for relatively minor ailments depending on relative
costs of prescription charges, OTC prices and consumers' value of time (see
III.27).

30

Three studies between 1989 and 1995 estimate the own-price elasticity of demand for
prescription medicines to be between -0.22 and -0.64, with an average of -0.36. This implies that a
10 per cent increase in the prescription charge above the rate of inflation would result in a decline in
prescriptions dispensed of about 3.5 per cent. (Studies cited in Alan Reeves, 'Overview of the
pharmacy sector', in Steven B. Kayne (ed.), 'Pharmacy Business Management', Pharmaceutical
Press, 2005.)
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Choice of pharmacy for prescription medicines
TABLE III.5

REASONS FOR CHOICE OF PHARMACY FOR PRESCRIPTION MEDICINES BY
OUTLET TYPE (2009 AND 2002 SURVEYS)

%
All
(895)

Health &
beauty
(157)

Supermarket
(67)

Major
chain
(203)

Local/
small
chain
(364)

Other/
unidentified
/DK (210)

Closest

55

43

46

65

59

52

Convenient/
other shopping

43

38

76

46

41

37

Like pharmacist/
staff, service

18

14

8

18

21

20

Always go there

11

17

1

9

13

9

Prescription sent
there

8

13

9

6

7

8

Source: DotEcon/GfK (2009) for OFT. See also Annex VI, slide 14.
Base: All cashing a prescription within the previous six months. Samples in parentheses.
Most popular responses only.

Source: FDS International (2002) for OFT (reproduced from OFT 2003 Annex D).

III.20 As mentioned in Annex II, the PSNC reports that 90 per cent of the total
turnover of pharmacies it surveyed derived from NHS revenue. However,
because prescription medicines are standardised and are compulsorily
charged at a fixed rate, pharmacies are not able (or obliged) to compete for
prescription business based on price, product quality or variety as in other
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markets for consumer goods. Some, however, will carry a wider stock of
prescription medicines than others.
III.21 These facts are reflected in the reasons cited by prescription customers for
their choice of pharmacy, which are given in Table III.5 for each of the main
categories of outlet for each of the 2009 and 2002 surveys. Closeness and
convenience are much the most frequently cited reasons for choice of
pharmacy for obtaining prescription medicines. Proximity or locality is cited
most often by users of traditional pharmacies, while convenience is cited
most often by consumers who choose to use a supermarket pharmacy.
However, a significant minority also cite the quality of staff and service –
these aspects are most emphasised by non-supermarket pharmacy users and
are also associated with a stronger degree of habitual preference.
III.22 Pharmacy choice among prescription cashers appears to be rather stable. In
the 2002 FDS survey, 83 per cent agreed and 15 per cent disagreed with
the statement 'I've been going to the same chemist for ages'. Yet this was
not due to lack of choice: only 12 per cent agreed while 86 per cent
disagreed with the statement that they did not have a choice of pharmacy to
go to. However, there was virtually an even split of respondents agreeing
and disagreeing with the statement that 'All chemists are the same.' The
proportion of people viewing pharmacies as the same is arguably high by
comparison with what one might expect from other consumer goods stores.
This interpretation is in line with the emphasis on accessibility and
convenience for most users, rather than quality of staff or service, shown in
Table III.5.
III.23 The 2007 Continental Research survey also looked at habitual pharmacy
choice. It found that 60 per cent of the general population use the same
pharmacy all the time, 27 per cent visit a variety of pharmacies but one most
often, and 11 per cent do not visit any one pharmacy more frequently than
others. These figures are broadly comparable with the FDS findings in 2002.

OFT1219a | 38

III.24 Continental Research also presented results for different groups of
consumers. People in rural areas were the most likely (68 per cent) and
people in inner cities the least likely (55 per cent) to rely on a single
pharmacy, presumably reflecting differences in the number of pharmacies in
the locality. Those with limiting long-term conditions were most likely to use
one pharmacy exclusively (78 per cent), which may reflect mobility and
access issues but also a greater need for a regular client relationship with a
pharmacist.
III.25 Overall, the qualitative research conducted by Solutions Research for DH in
2008 corroborates our interpretation of the quantitative research about
prescription visits to pharmacies:
'Drivers to choice of outlet are mainly location and convenience, and the
availability of other items. Most tended to use two different 'pharmacies' or
similar outlet – typically one for dispensing and one for purchasing other
healthcare products. There was some evidence of the attitude that 'any
pharmacy will do' on the basis that the drugs supplied and the expertise
available are on a par, so that access issues might often be the driver. There
was a belief that they can take their prescription to any pharmacy, although
in reality they often had a bias to one particular pharmacy on the basis of
personal relationship or loyalty as well as convenience and proximity to the
doctor or home. This also tended to be the pharmacy they would seek
advice from.'

Choice of pharmacy for pharmacy-only medicines
III.26 Sixty-two percent of prescription cashers in the 2002 FDS survey reported
that they bought pharmacy medicines. Higher proportions of young people
than old people (78 per cent of 16-34s compared with 41 per cent of those
aged 71+) and higher social grades than lower (71 per cent of ABs as
compared with 51 per cent of DEs) did so.
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III.27 This is the reverse of the pattern for prescriptions and could reflect
differences in the relative cost to consumers of GP versus pharmacy
consultation for minor ailments where both might be an option. Older, lowerincome consumers face a lower relative price of prescription medicines due
to their exemption from charges while younger, higher-income consumers
may face a lower relative price of OTC substitutes due to a higher
opportunity cost of the time involved in visiting at GP.
III.28 Table III.6 shows a very consistent set of results between the 2009 and
2002 surveys, whereby the reported shares of supermarkets and health and
beauty (essentially Boots) pharmacies for pharmacy medicine purchases are,
respectively, three times and twice as high as their shares of visits for
prescription visits. Pure pharmacies have correspondingly lower shares of
pharmacy medicine purchases relative to prescriptions medicines.
III.29 Consumers' reasons for choosing a pharmacy from which to purchase
pharmacy-only medicines are shown in Table III.7. The pattern is rather
similar to that for prescription medicines. Locality and shopping convenience
are the most important reasons. Shopping for other goods at the same time
is heavily cited by supermarket pharmacy goers for pharmacy medicines (77
per cent) and to a lesser extent by those who visit health and beauty
pharmacies for this purpose (56 per cent), while proximity is more important
for users of traditional pharmacies.
III.30 Familiarity and habitual preference are most important for traditional
pharmacies and least cited by those who buy pharmacy medicines from
supermarkets. This is likely to reflect consumers' requirements for pharmacy
advice which, although specifically coded for only two per cent of users in
the 2009 research as a factor for their choice, was mentioned by almost a
quarter of purchasers in the 2002 research.
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III.31 Price is mentioned by only four per cent of purchasers, although the
proportion is highest among those who shop from supermarkets (eight per
cent) and health and beauty pharmacies (six per cent).
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TABLE III.6

CHOICE OF OUTLET FOR PHARMACY-ONLY MEDICINES (2009 AND 2002
SURVEYS)

%

Pharmacy
medicines

Prescription
medicines

Health and beauty

30.9

15.4

Supermarket

18.6

6.3

Major chain

11.9

19.1

Independent/smaller chain

27.7

38.1

Other/unidentified

8.0

16.6

Don't know

2.9

4.5

100.0

100.0

Total

Source: DotEcon/GfK (2009) for OFT
Base: All cashing a prescription within the previous six months (1001), and of those, all
buying pharmacy medicines in the previous six months (449).
Note: Weighted by frequency of visits for each type of purchase.

Source: FDS International (2002) for OFT (reproduced from OFT 2003 Annex D)
Base: All cashing a prescription in the last six months and ever having bought pharmacy
medicines
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TABLE III.7

REASONS FOR CHOICE OF PHARMACY FOR PRESCRIPTION MEDICINES BY
OUTLET TYPE (2009 AND 2002 SURVEYS)

%
All
(363)

Health &
beauty
(109)

Supermarket
(76)

Major
chain
(40)

Local/
small
chain (98)

Other/
unidentified
/DK (40)

Convenient for
other shopping

47

56

77

27

21

49

Closest

45

36

24

56

61

61

Prefer/familiar/
regular
pharmacist

20

12

10

23

37

14

Collecting
prescription

9

10

6

11

12

5

Price

4

6

8

3

1

3

Needed advice

2

2

-

-

4

3

Source: DotEcon/GfK (2009) for OFT. See also Annex VI, slide 45.
Base: All cashing a prescription and also purchasing pharmacy medicines within the
previous six months. Excludes those whose responses coded only to 'Other'. Samples in
parentheses.

Source: FDS International (2002) for OFT (reproduced from OFT 2003 Annex D)
Base: All cashing a prescription in the last six months and ever buying pharmacy medicines
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Choice of pharmacy for off-the-shelf medicines and other products
III.32 Table III.8 at the end of this subsection shows which products stocked at
pharmacies consumers buy, the proportion who usually buy them at
pharmacies or somewhere else, and the reasons for their choice either way.
These goods are not pharmacy-only and as such are available much more
widely in different kinds of store, notably supermarkets.
III.33 Toiletries (97 per cent) and off-the-shelf medicines (90 per cent) are
purchased almost universally, holiday products and fragrances/cosmetics by
80 per cent, and contraceptives, dietary and baby products by less than a
quarter of respondents.
III.34 Just over half of respondents who buy contraceptives and off-the-shelf
medicines rely mainly on pharmacies for their purchases. Toiletries (13 per
cent) are the least likely to be purchased primarily from a pharmacy.
III.35 Shopping convenience is an important factor both for those who choose to
buy off-the-shelf goods mainly from pharmacies and for those who tend to
purchase elsewhere, but other factors are also significant. Typically around a
quarter of habitual pharmacy purchasers cite convenience/locality, while of
those who choose to shop elsewhere, roughly one half typically cite the
convenience of bundling their purchases with their main shop, usually at a
supermarket. In the case of off-the-shelf medicines, 24 per cent of those
who usually shop at a pharmacy cite convenience/locality and 4 per cent cite
the fact that they are picking up a prescription anyway. This compares with
as many as 60 per cent of those preferring non-pharmacy outlets who cite
the ease of buying the goods as part of their grocery shopping.
III.36 Non-pharmacy outlets appear to enjoy a perceived price advantage over
pharmacies for all the off-the-shelf goods considered. The proportion of
those who choose non-pharmacy outlets because of cheaper prices is
between 19 per cent and 36 per cent, while of those who choose
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pharmacies it is only 1-10 per cent, although special offers and discounts
also play a role. For off-the-shelf medicines, 27 per cent of those who prefer
non-pharmacies cite price, as against a mere 4 per cent of those who usually
buy from pharmacies.
III.37 On the other hand, those who tend to shop for general goods at pharmacies
are more likely to cite the range of products available than those who tend to
shop at non-pharmacies. This is true of all products. In the case of off-theshelf medicines, 14 per cent of those who usually buy from a pharmacy cite
the range of products, as against only 1 per cent of those who shop mainly
from a different store type. However, product variety or range is less
important for off-the-shelf medicines and contraceptives than it is for other
products.
III.38 The presence of staff or a pharmacist who can advise on purchases is the
most significant factor for those preferring to shop from a pharmacy for offthe-shelf medicines (36 per cent) and dietary products (28 per cent).
III.39 Thus, for purchasers of off-the-shelf medicines, the availability of qualified
advice at pharmacies, and to a lesser extent a better range of products,
appear to offset the advantages of lower prices and one-stop shopping at
non-pharmacy supermarkets and other outlets to some extent.
III.40 It should be noted, however, that the base for the 2002 FDS survey was the
70 per cent of households that had cashed a prescription within the last six
months. The proportions of those who purchase each product category and
usually do so from a pharmacy in the FDS survey (Table III.8) appear to be
somewhat higher than the proportions of all consumers who visit pharmacies
for similar reasons according to the 2007 Continental Research survey (Table
III.1). This may be because the FDS survey was biased towards those who
had a regular consumer relationship with a pharmacy as a result of cashing
prescriptions.
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Holiday products

Perfume/after
shave/cosmetics

Contraceptives

Toiletries

Dietary products

Baby products

REASONS FOR CHOICE BETWEEN PHARMACIES AND OTHER STORE
TYPES FOR OFF-THE-SHELF MEDICINES AND OTHER GOODS

Off-the-shelf
medicine

TABLE III.8

90%

80%

80%

23%

97%

21%

21%

(Base: all prescription cashers)
Buying each product nowadays

(Base: all buying each product nowadays)
Usually from a chemist

52%

43%

35%

55%

13%

39%

23%

Both/it varies

17%

18%

16%

12%

15%

16%

13%

Usually from somewhere else

31%

39%

49%

33%

72%

45%

64%

47%

34%

28%

13%

13%

8%

5%

(Base: all prescription cashers)
Buying nowadays and usually
from chemist
Reason for buying from chemist
(Base: all buying usually from a chemist)
Convenient/local

24%

22%

17%

26%

40%

21%

28%

Better range/selection

14%

24%

40%

12%

17%

17%

25%

Cheaper/reasonably priced

4%

6%

7%

2%

14%

1%

10%

Picking up prescription anyway

4%

4%

4%

7%

7%

3%

2%

On special offer/get discount

1%

7%

6%

0%

9%

1%

4%

Staff/chemist can advise

36%

12%

6%

8%

3%

28%

7%

Reason for buying from somewhere else
(Base: all buying usually from somewhere else)
Buy from supermarket with main
shop/easier

60%

41%

34%

44%

57%

37%

46%

Too expensive/cheaper elsewhere

27%

36%

32%

22%

35%

19%

28%

Poor selection/range

1%

5%

19%

3%

5%

2%

7%

Source: FDS International (2002) for OFT, DotEcon calculations
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Choice of pharmacy for services
III.41 As discussed in Annex I, pharmacy provision of NHS clinical and preventive
healthcare services such as medicine use reviews, smoking cessation,
monitoring and minor ailment schemes is a recent innovation. Consumers
therefore report very low use of these services as distinct from traditional
pharmacy advice (Table III.1). Evidence for consumers' decisions about
where to go for these services is lacking for the same reason.
III.42 Given low levels of consumer awareness and traditional reliance on GPs for
primary healthcare, there is a question mark over consumer receptiveness to
pharmacy-based provision of these services. We found one piece of UKspecific academic research addressing this issue in respect of minor ailment
schemes.31 This was a pilot study (123 questionnaires) conducted in Wales
in which respondents were asked to state whether they would prefer to visit
a GP or a pharmacy for a minor complaint given various combinations of
other factors involved.32
III.43 The most relevant part of the study for our purposes are the results of
asking respondents to rank attributes in order of importance. These were
identified by focus group research. In addition to being seen immediately,
consumers attach much stronger importance to expertise and service than in
the case of purchases of prescription or non-prescription medicines, and
much lower importance to convenience (given a choice of travel time of 15
or 30 minutes). Expense (£2 or £4) was also unimportant.
31

Hughes et al, 'Investigating factors influencing user choices to visit either general practitioners or
community pharmacists in the management of minor ailments – piloting a discrete choice
experiment', The Pharmacy Practice Research Trust, March 2008
32
This technique of preference elicitation allows researchers to establish what factors matter to
consumers and how they trade them off. In this case it can be thought of as aiming to determine
what kinds of compensating advantages would be necessary in order for consumers to be satisfied
with pharmacy as opposed to GP attention for minor illnesses.
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III.44 The authors comment:
'Interestingly, four of the six top attributes appear to relate to features more
commonly associated with consulting general practitioners: obtaining a
diagnosis; expert knowledge on medical conditions; ability to have an
examination; and professional able to access medical records.'
III.45 This evidence suggests that competition among pharmacies on service
dimensions could become more relevant and intense in the area of primary
care functions which current healthcare policy intends them to fulfil in the
future, as compared with their traditional activities of dispensing and retail.
III.46 However, it also suggests that consumers will require reassurance and
habituation if they are to adopt pharmacies as a source of some of the basic
healthcare services that they have previously obtained from GPs. This
indication is echoed in the summary of the focus group research carried out
by Solutions Research for DH in 2008. Although it found ready adoption of
advice on minor ailments and safe use of medicines, and on emergency
contraception and smoking cessation, it also found that:
'There was however some uncertainty about how well trained a pharmacist
was and exactly what they were trained in which affected current usage,
and also attitudes to proposed services such as pharmacists being able to
prescribe. Some placed them on a par with nurses, or below, and many
placed them between doctors and nurses. There was some association of
pharmacists with specific drug expertise, but most were not sure about how
well qualified they were to diagnose medical problems. It was clear that
there was a correlation between respect for pharmacists' expertise and
willingness to ask their advice, so there may be a case for communication of
the depth of their training.'
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IV

THEORETICAL ILLUSTRATIONS OF LOCAL ENTRY

IV.1

This annex, referred to in the conclusions to the main report, formalises the
simple insight that a remuneration structure that invites the socially optimal
level of entry in one type of locality will generally fail to do so in another,
resulting in a potential loss of economic welfare.

IV.2

The illustrations are based on a much-simplified model in which the optimal
level of pharmacy coverage varies locally as a function of 1) the density of
demand for pharmacy services, 2) consumers' costs of accessing
pharmacies, and 3) the fixed costs of pharmacy operation. We can then
explore how the number of pharmacies wishing to enter the market
compares with this optimum, depending on the structure and level of
payments offered to pharmacies.

IV.3

In this way we illustrate how a single remuneration and reimbursement
system leads to a potential overprovision of pharmacies in some areas and
an underprovision in others, and why this situation might justify
supplementary regulation such as control of entry and additional incentives
or arrangements for supply. However, the illustrations also show that control
of entry is an imperfect remedy, and that a locally adapted remuneration
system could in theory provide better economic signals to pharmacies to
provide a level of pharmacy coverage that is optimal from the perspective of
public policy.

'Stylised facts'
IV.4

We will use the following simplified characterisation of the retail pharmacy
market. Pharmacies dispense a homogeneous prescription good, the price of
which is constant across all pharmacies (the national prescription charge).
Remuneration is also nationally uniform across all pharmacies and consists of
a fixed component and a constant variable profit (corresponding to the fixed
and unit payments and the system of retained margins after partial
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'clawback' of bulk discounts on pharmacy drug supplies33). All pharmacies
(in a given area) are assumed to have the same fixed and variable costs of
dispensing.
IV.5

Consumers choose pharmacies based purely on distance from their point of
departure. While this is a simplification, it is clear from the consumer
research reviewed in our report that proximity is by far the most important
factor in the choice of pharmacy for prescription-cashing visits, since a)
prescription medicines are standardised, b) the charge to the consumer is the
same at all outlets, c) the consumer's 'choice' of medicine is prescribed, and
d) demand is less apt to be timed with other shopping than in the case of
OTCs.

IV.6

Demand is wholly inelastic with respect to the distance travelled. In other
words, while consumers incur a cost of distance, this cost is never so high
as to deter them from seeking or cashing a prescription. This appears to be a
reasonable approximation to reality, at least over the range of distances that
consumers typically have to travel.

Setup
IV.7

Consider a district with area
and total annual demand for prescriptions ,
which originates uniformly from all locations (whether these are considered
to be consumers' homes, GP surgeries or other locations such as
is the density of demand, or the number of
workplaces). Thus
prescriptions demanded per square kilometre, and is the same at all points.

IV.8

Call the number of pharmacies in the district

. Thus

is the density of pharmacies. In symmetric equilibrium, pharmacies
33

Pharmacy reimbursement and remuneration and the Pharmaceutical Price Regulation Scheme are
described in Annex II.
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are located equidistantly from each other. The purpose of the model is to
consider how
is determined and the consequences for economic welfare.
We will abstract from the dynamics of entry and the presence of an existing
spatial configuration of pharmacies that it would be costly to adjust.
IV.9

Consumers incur a monetary or monetary-equivalent cost of access per
unit of distance travelled to and from a pharmacy, involving both the value
of their time and the actual costs of the journey. Hence they visit the nearest
pharmacy to their point of departure and each pharmacy has a (hexagonal)
, where

catchment area equal to
pharmacies and

is the distance between

. The mean distance travelled by consumers is

where it can be shown that

.

FIGURE IV.1: PHARMACY CATCHMENTS AND MEAN CONSUMER JOURNEY

IV.10 Each pharmacy incurs an annual fixed cost , consisting of actual or
imputed premises costs, overheads, minimum staffing at market wage rates
etc. These costs are assumed to be the same for all pharmacies in the
district.
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Optimal number of pharmacies
IV.11 The total social cost of meeting fixed demand
fixed costs and consumers' access costs:

is the sum of pharmacies'

IV.12 Minimising this cost with respect to , the optimal density of pharmacies
occurs where the fixed cost of each pharmacy just equals its
contribution to reducing the costs of consumer access:

where

.

IV.13 Thus the optimal density of pharmacies is an increasing function of the
density of demand and the cost of access, but a decreasing function of
pharmacy fixed costs. In other words, greater demand or a higher value of
journey time savings to consumers justifies a denser coverage of
pharmacies, while a higher fixed cost of pharmacy operation justifies a less
dense coverage.

Equilibrium number of pharmacies in the absence of barriers to entry
IV.14 Now consider how pharmacies behave (or would behave) under free entry,
when they are paid fixed annual revenue
per unit of demand.

and constant marginal profit

IV.15 Economic profit per pharmacy is given by:
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where

is demand per pharmacy.
IV.16 With free entry, the number of pharmacies is sufficient to drive economic
profits to zero and the equilibrium density of pharmacies is:

IV.17 Note that this equilibrium only exists when the profit margin is greater than
zero (
) and the fixed remuneration is less than the fixed cost (
.
This is because, in the absence of a positive profit margin, pharmacies must
be paid an amount at least equal to their fixed costs in order to enter and
remain in the market, in which case the number of pharmacies is
indeterminate or unlimited.

Optimal payment
IV.18 The optimal regulated payment scheme is a combination of a fixed payment
and unit profit ( and
) that equates the free entry equilibrium with the
optimal number of pharmacies:

IV.19 Subject to the fixed remuneration component being less than fixed costs,
and hence the profit margin being positive, any number of such combinations
are possible mathematically. However, on a more realistic account of the
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retail pharmacy market, the balance between fixed and variable remuneration
is not inconsequential, and we return to this issue below.

Effects of uniform remuneration in heterogeneous areas
IV.20 Imagine that the fixed remuneration and unit profit
are such that the
equilibrium density of pharmacies in a certain (district i) equals the social
optimum. Thus:

Variation in density of demand
IV.21 Now consider a different district (district j) with a different density of
demand, that is,

IV.22 Then under the same payment system the equilibrium density of pharmacies
under free entry in district j is higher or lower than optimal according to
whether the density of demand is higher or lower than in district i. Using
IV.12, IV.16 and IV.20:

IV.23 For example, if demand per square kilometre in district j is five times as high
) then the free entry equilibrium in district j is 71 per
as in district i (
cent higher than the social optimum (overprovision), while if demand is five
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times less (
) then it is 42 per cent lower (underprovision). These
conclusions do not depend on the balance of fixed and variable remuneration
(

and

).

IV.24 Demand per square kilometre is closely related to population density, with
local variations depending on the age and health characteristics of the
population34. Figure IV.2 shows that local population density in England (at
Census Lower Super Output Area level) varies from more than 15,000 per
square kilometre for the 4 per cent of the population who live in the most
densely inhabited areas to as little as 30 for the 4 per cent living in the most
rural districts. Moreover, health deprivation and hence prescription demand
per head is higher in densely populated urban areas, amplifying the variation
in demand density.

34

The assumption that demand is uniformly spread out within each district is a simplification
because a significant proportion of prescription visits to pharmacies originate from surgeries, which
are 'infinitely dense' points of demand, but the main points of the illustration hold.
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FIGURE IV.2: VARIATION IN POPULATION DENSITY OF ENGLAND

Source: 2001 Census, DotEcon analysis

Variation in fixed costs
IV.25 Similarly, consider a district j in which pharmacy fixed costs are different
from those in district i (but the density of demand is the same35), that is,:

IV.26 Now the comparison is more complicated because the effect depends on the
balance between fixed and variable revenue (

and

):

35

We also assume that variable costs (per item dispensed) do not differ, so that the variable profit
margin per item is the same for both pharmacies.
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where
is the fraction of fixed costs in the optimised district that are
covered by the fixed remuneration payment.
IV.27 For example, suppose that the fixed remuneration component is one-quarter
of actual fixed costs in district i (

) but that fixed costs in district j are

50 per cent higher (
). Then the free entry equilibrium number of
pharmacies is 21 per cent too low relative to the social optimum. On the
other hand, if fixed costs are a third lower (
pharmacies is 37 per cent too high.

) then the number of

IV.28 A lower level of fixed remuneration (smaller ) and by implication a higher
level of unit profit lessens these deviations from the optimum: for example, if
) and the profit margin
is
there is no fixed revenue component at all (
adjusted accordingly for the 'optimised' district i then the under- and
overprovision of pharmacies is more modest, at 13 per cent and 14 per cent
respectively.
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FIGURE IV.3: ANNUAL PHARMACY REMUNERATION BEFORE VARIABLE PAYMENTS

Source: McBeth and Kayne (2005)36, PSNC, DotEcon calculations
Note: Professional allowances to 2004, establishment payments from 2005. Data not
available for all years.

IV.29 The above shows that a higher weight on fixed costs increases both underand overprovision in areas with divergent characteristics. The reforms to
pharmacy remuneration in 1989 placed greater weight on variable
remuneration and less weight on fixed costs and overheads than under the
previous cost-plus system37. Figure IV.3 shows that fixed remuneration to
pharmacies (payable subject to minimum dispensing thresholds) from 1993
to the present have been fairly stable in real terms, but increased in 2005
alongside the control of entry reforms and the introduction of the Community
Pharmacy Contractual Framework.

36

Martin McBeth and Steven Kayne, 'The essentials of pharmacy business', in Steven B. Kayne
(ed.), 'Pharmacy Business Management', Pharmaceutical Press, 2005.
37
OFT Pharmacies Market Study, paras. 2.39 and 3.8ff.
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IV.30 It seems safe to assume that wage and premises costs across England are
proportionately much less variable than population density. Areas with the
highest business costs are also not necessarily the most densely populated,
inner-city districts. Thus it is likely that pharmacy fixed costs are much more
modestly correlated with population density than is the density of demand.

Variation in the costs of access
IV.31 Finally, consider a district j in which consumers' costs of access are different
from those in district i (but both the density of demand and pharmacy fixed
costs are the same), that is,:

IV.32 In this case only the optimal pharmacy density differs between the two
districts, as pharmacies do not internalise the costs of consumer access:

IV.33 For example, suppose that the consumer access cost per kilometre is twice
). Then the free-entry equilibrium
as high in district j as in district i (
number of pharmacies is 37 per cent too low relative to the social optimum.
If instead the access cost is only half as great, (
pharmacies is 59 per cent too high.

) then the number of

IV.34 There are several sources of variation in the cost of access per kilometre,
which are discussed in the analysis of journey time savings in the main
report. First, the time taken to travel a given distance is highly sensitive to
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the mode of transport (for example, walking vs. car travel) and to
congestion. Thus, for a given consumer value of time (VOT), the access cost
per kilometre will differ by a large factor between the most densely
populated areas and the most rural areas where reliance on car transport is
higher and traffic speeds are quickest. Secondly, consumers' VOT differs
according to their opportunity cost of time, and in particular their employed
status and income. The Department for Transport provides estimates of VOT
for different types of journey for the purpose of routine transport project
analysis38. It should be noted, however, that consumers are likely to be
particularly delay-averse in collecting prescriptions as compared with other
travel contexts.
IV.35 Finally, the assumed cost of consumer access can have a policy dimension,
that is, public policy may wish to place a greater weight on access for
disadvantaged sections of the population by applying a higher social cost of
access to such groups.

Illustrative welfare effects
IV.36 The effect of a simultaneous divergence of all three parameters in district j
relative to the 'optimised' district i is given by:

IV.37 Because demand density and access costs are highly correlated, yet operate
in different directions in determining the equilibrium number of pharmacies
38

Department for Transport, Transport Analysis Guidance (TAG) Unit 3.5.6, Values of Time and
Operating Costs, April 2009.
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relative to the optimal level, the direction of over- or underprovision of
pharmacies in areas of different population density is ambiguous and
depends on the extent to which each diverges from the optimised district i.
By itself, a higher demand density tends to lead to overprovision, while a
higher access cost leads to underprovision. Higher pharmacy fixed costs also
tend to lead to underprovision, although as argued above, fixed costs are
less strongly correlated with the other two variables.
TABLE IV.1: ILLUSTRATIVE OVER- AND UNDERPROVISION OF PHARMACIES ACROSS
DIFFERENT AREA TYPES
Area type
Optimised

Overprovided

Underprovide
d

60,000

480,000

7,500

£1.50
£100,000

£2.25
£100,000

£1.00
£100,000

0.31
0.31
0%

1.61
2.45
+53%

0.06
0.04
-34%

16,310
16,310

24,893
16,310

10,686
16,310

Optimal
Free entry

0.68
0.68

0.30
0.24

1.56
1.93

Excess profit or economic loss per
pharmacy at optimal level of provision

£0

£39,471

(£25,861)

Annual prescriptions demand per sq km
(d)
Consumer access cost per km (t)
Annual fixed costs per pharmacy (f)
Pharmacies per sq km (n)
Optimal
Free entry
% over- or underprovision
Monthly items per pharmacy
Optimal
Free entry
Mean km to pharmacy

IV.38 Table IV.1 illustrates how excessive or inadequate incentives for entry result
when a one-size-fits-all payment scheme is applied to areas with differing
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characteristics. Although the numbers assumed are designed to be plausible,
the results are based on a simplified model and should only be taken as an
illustration.
IV.39 In this example the payment scheme is optimally designed for an area type in
which annual prescriptions demand is 60,000 items per square kilometre.
The calculations assume that fixed remuneration is £25,000 and that annual
fixed costs for all areas are £100,000 (that is,
). A consumer access
cost of £1.50 per kilometre for the first area type is also assumed. Variable
profit of £0.77 per item dispensed must then be set in order for
remuneration to be optimal for this area type (see IV.20). This ensures that
the free entry equilibrium coincides with the social optimum for this area,
which in this case entails 0.31 pharmacies per square kilometre and an
average distance from consumer to pharmacy of 0.68km.
IV.40 This first case demonstrates the point made in the 2003 OFT study that an
appropriate payment structure can eliminate the need for additional
regulatory tools such as control of entry. The second column, however,
illustrates the problem that arises when the above payment scheme,
optimised for one area type, is applied to another, and specifically a more
urbanised area type where the density of demand is eight times higher
(

) but where at the same time the consumer cost of access is one-and-

a-half times as great (
). This results in a free entry equilibrium that is
53 per cent too high relative to the socially optimal level of pharmacy
provision; or in other words, the additional access benefits for consumers are
outweighed by the private and public fixed costs39.
IV.41 In this situation control of entry provides a tool to restrain the number of
pharmacies to the optimal level (or something like it). However, the last line
39

This does not mean that all urban areas are potentially overprovided. As explained earlier, overand underprovision depends on the balance of effects. In this case, a high enough consumer access
cost could result in social underprovision, despite a very high density of demand.
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in Table IV.1 shows that control of entry is an imperfect solution, since it
leaves all remaining operators in the market earning positive economic (that
is, excess) profits of over £39,000 a year each. While the precise figure
depends on the inputs assumed, this illustrates the general result that control
of entry cannot recoup all the public costs of a funding system that provides
excessive incentives for entry. A (less generous) payment scheme
specifically optimised for this area type would, on the other hand, induce the
'right' level of entry without conferring these excess profits on operators out
of public funds.
IV.42 This example also helps explain one of the core empirical findings in our main
report: namely, that entry since the 2005 reforms has concentrated in high
demand locales without causing exit. While the OFT study did not find
evidence of excess profits in the pharmacy market, economic reasoning
suggests that excess profits are or were being made in areas of high demand
where the previous entry controls were observed to bite, as evidenced by
entry in those areas after the reforms were made. The prior presence of
excess profits is further suggested by entrants' willingness to use 100 hour
opening as a means of securing exempt entry in such areas, as such hours
entail significant additional operating costs that are not faced by established
operators.
IV.43 The third column of Table IV.1 illustrates the opposite case – underprovision
– where the divergences in the previous case are reversed (that is,
). This might be typical of a sparsely populated rural
district. In this case there is underprovision of 34 per cent and the level of
entry consistent with the social optimum is not profitable. Control of entry
here is ineffectual as it does not give positive incentives for entry. However,
focused remedies exist in this case, in particular the lower-cost alternative of
dispensing by doctors, the essential small pharmacies (ESP) scheme and,
more recently, other local pharmaceutical services (LPS) arrangements,
which allow PCTs to set case-specific payment and service terms outside
the national framework.
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IV.44 Finally, while not illustrated specifically, it is worth noting that structural
differences exist not just among areas but among operators, and particularly
between standalone 'pure' pharmacies and in-store pharmacies which have
both cost and demand synergies with other retail activities. The basing of
remuneration and reimbursement levels for all pharmacies on the costs of
typical independent pharmacies (see Annex II) could be seen as a further
source of rigidity within the payment system.

Summary
IV.45 The main message of these much-simplified illustrations of the pharmacy
market is that it is the national uniformity of the payment system that lies at
the root of the entry regime problem in UK pharmacy. Potential over- and
underprovision arise because of the application of a one-size-fits-all system
to areas with very divergent cost and demand characteristics. For as long as
this national system remains in place, a case will remain for a supplementary
regulatory tool such as control of entry. However, control of entry does not
fully remedy the underlying problem of excessive financial incentives for
entry in certain areas, because it does not recoup the excess public
remuneration that creates those incentives. A system of payment terms that
differed according to local conditions could in theory provide appropriate
signals for entry (and in principle exit) and do so at lower public cost.
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V

QUESTIONNAIRE TO ENGLISH PRIMARY CARE TRUSTS

V.1

As part of our research an electronic questionnaire was submitted to all 152
Primary Care Trusts (PCTs) in England. It consisted of 18 multiple choice
questions, each accompanied by a free text field for further comments.
There was also a final text field for any additional or general comments.

V.2

A total of 24 responses were received between November 2009 and
February 2010. They are summarised in the charts the follow.

V.3

All additional comments received are also reproduced in full following each
chart. References to names of PCTs and Strategic Health Authorities (SHAs)
and other direct geographical references have been redacted.

V.4

Because of the relatively low response rate, the results should be treated as
indicative rather than closely representative of all English PCTs.
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FIGURE V.1

¾

¾

Q1: IMPACT ON PHARMACY NUMBERS

(Significant increase) 'Have had 3 100 hour pharmacies added to our
list. Also had one new pharmacy under Regulation 12, which has
since closed.'
(Significant increase) '10 per cent increase.'

¾

(Significant increase) 'From 1999 - 2005 net increase of 3. 2005 2009 net increase of 17.'

¾

(Significant increase) 'A significant number of 100hrs pharmacies
(Exemption) have opened in locations where previous applications
under the 1992 Regulations had been rejected due to the existence of
other pharmacies that already provided an adequate service. We have
also noticed 'clustering' of pharmacies around sources of large
numbers of prescriptions. The most extreme example is a large out of
town retail development where under the 1992 Regulations the FHS
Appeal Unit overturned a grant by the PCT that would have allowed a
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single local pharmacy to relocate to this development, providing an
adequate service for this development. Through the 'Exemptions'
being used by applicants we now have at least FIVE pharmacies in or
immediately adjacent to this development including some 100hr
pharmacies'
¾

FIGURE V.2

(Improved slightly) 'Partly as a result of population growth and
building but also new contract for example, 100 hours, internet
pharmacy.'
Q2: EXEMPT AND NON-EXEMPT ENTRY

¾

(Over 75 per cent exempt) 'Most of the applications approved since
2005 have been for 100 hour pharmacies.'

¾

(Over 75 per cent exempt) 'Vast majority of Exemptions were 100 hrs
pharmacies, minority were Distance Selling pharmacies. There have
been two listed large retail development exemptions, and no One Stop
Primary Care Centre exemptions.'

OFT1219a | 67

FIGURE V.3

Q3: ADDITIONAL APPROVALS UNDER REVISED CONTROL OF ENTRY TEST

¾

(Less than 20 per cent) 'every application is considered under choice
and competition together with the relevant criteria for that particular
application.'

¾

(20-40 per cent) 'In accordance with the Regulations and decisions of
the Appeal Unit. for example, where the existing services are less than
wholly adequate we have looked at what services (including opening
hours esp. evening and weekend hours) were not available but offered
being by the applicant; and would granting a consent to a particular
applicant increase what might be described as a 'local monopoly
position'. However 'reasonable choice' does not mean that there must
be either one or at least two pharmacies serving a neighbourhood and
located within the neighbourhood. Neighbourhoods can, in many cases
(not all) be adequately served by pharmacies located in adjoining
neighbourhoods'
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¾

(80-100 per cent) 'the choice and competition criteria has allowed for
new pharmacies close to existing pharmacies where previously it
would not have possible to grant new applications'

¾

(Not answered) 'Hasn't been relevant - most either exemptions or in
areas without existing pharmacies that is, new developments'

¾

(Not answered) 'No new pharmacies have been approved under
reformed CoE test.'

¾

(Not answered) 'All 7 exempt'

FIGURE V.4

Q4: IMPACT ON TAKEOVERS BY CHAINS AND MULTIPLES

¾

(No change) 'the chains seem less interested in taking over
pharmacies'

¾

(Minor increase) 'fewer cases of multiples buying several pharmacies
in the same area; small increase in sales of pharmacy from a multiple
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to an independent; biggest change has been due to take-over of an
existing chain by another larger multiple'
¾

(Minor increase) 'very minor increase on this but this has been done
by multiples and not corporate bodies.'

¾

(Significant increase) 'Difficult to be sure but it is noticeable that an
application from a pharmacist wishing to start up his own business is
now a much greater rarity than it was under the 1992 Regulations and
this is probably related to the increasing dominance of chains and
multiples, which has been strengthened by the 'Exemption (esp.
100hrs) pharmacies. Certainly small local neighbourhood pharmacies
feel continually threatened by the possibility that one of the 'big
operators' will decide to open an 'Exemption' pharmacy near to them
and damage their business.'
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FIGURE V.5

Q5: IMPACT ON PHARMACY CLOSURES

¾

(No change) 'The only pharmacy to close was one that was approved
since 2005'

¾

(Minor increase) 'smaller pharmacies that have been in direct
competition with other pharmacies in area of relatively small
population. Has been an instance of pharmacy bought by a competitor
and then closed '
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FIGURE V.6

Q6: EFFECT OF LPS DESIGNATIONS ON EXEMPT ENTRY

¾

(Not at all) 'There are no LPS schemes in [redacted]'

¾

(Not at all) 'We currently do not have any LPS'

¾

(In many cases) 'Since 2005 all our exempt applications were rejected
due to the fact we had 6 LPS contracts that we believed provided
services to the entire borough. However, since recent appeal cases
with the FHSAU have stated that services need to be provided 'in' the
neighbourhood, not 'to', we have started to successfully grant
exemption applications with LPS contracts making little difference.'

¾

(Not answered) 'Cannot really answer. We have had two
neighbourhoods designated under LPS Regulations - but did not
receive any CoE applications during the time of designation. We have
no way of knowing if we would have received applications if the
designations were not in place.
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FIGURE V.7

Q7: EXPECTED CHANGE IN PHARMACY NUMBERS IN NEXT TWO YEARS

¾

(Grow by three to six per cent) 'We have published our intentions to
procure new pharmacies within a number of new health centres by
using LPS. It is likely that we will see at least two opening through
this in the next two years, which would be an increase of four per
cent. We currently have two 100 hour applications approved, but not
yet opened; we are also currently determining applications for another
2 100 hour pharmacies plus an application under Reg 12.'

¾

(Grow by three to six per cent)'1.There are still large superstores that
do not have pharmacies yet. 2. A few dispensing medical practices
have started to effectively convert their existing dispensing operation
into a community pharmacy operation by either forming a limited
company, or entering into some form of relationship with a small
pharmacy company, in order to apply and gain a pharmacy contract.'

¾

(Grow by more than six per cent) 'Growth will be due to opening of
100 hr pharmacies'
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¾

(Grow by more than six per cent) 'Growth area; housing
developments'

¾

(Grow by more than six per cent) 'We expect this increase due to a
rapidly increasing number of exempt applications coming through. We
believe we have adequate pharmacy coverage within the borough and
there would be few cases where a neighbourhood would now benefit
from a further pharmacy, thus applications under necessary and
desirable would largely be rejected'

FIGURE V.8

¾

Q8: IMPACT ON PHARMACY ACCESS

(No change) 'The PCT is an inner city area, with very high deprivation
and also includes major financial and shopping centre. The new
pharmacies that have opened have done so in areas already well
served by pharmacies'
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¾

(No change) 'still no new Pharmacies in rural areas, just more where
there are plenty already but longer hours that is, 100hrs, suspect this
has exacerbated shortage of (locum) pharmacists and forced closures'

¾

(Improved slightly) 'PCT cover a whole city population'

¾

(Improved slightly) 'mostly in relation to the location of pharmacies in
the supermarkets.'

¾

(Improved slightly) 'The PCT serves a significant number of small to
medium sized towns set within rural countryside and/or by the sea.
Most 'Exemption' activity has been related to superstores in out of
town shopping centres or to urban superstores with pre-existing
pharmacies nearby (see Qu.1 ante)'

¾

(Improved slightly) 'Only 2 new Pharmacies have opened since 2005.'

¾

(Improved greatly) '[redacted] covers rural and urban areas. New
opening have been mainly in the urban areas. '

¾

(Improved greatly) 'rural areas -- increase in pharmacies opening in
small villages semi-rural and urban locations -- 100-hour pharmacies
opened in many supermarket stores and superstores, both in towns
and on outskirts of town. Increase in pharmacies opening within
'health centre' or on grounds of GP surgery'

¾

(Improved greatly) 'NHS [redacted] has both urban and rural areas.
Access has improved in the urban areas, not in the rural areas.'
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FIGURE V.9

Q9: IMPACT ON ACCESS IN DEPRIVED AREAS

¾

(No change) 'Pharmacies are now tending to open via the exemption
routes which results in them opening in popular areas already well
serviced by existing pharmacies'

¾

(No change) 'Neither of the two new pharmacies that have opened
since 2005 have been in areas of real deprivation.'

¾

(Improved slightly) 'Although pharmacy coverage has increased, it has
been in areas where there already was sufficient coverage - that is,
the 100 hour pharmacy has opened within 20m of 2 other
pharmacies.'

¾

(Improved slightly) 'NHS [redacted] population represents the 11th
most deprived area'

¾

(Improved slightly) '100 hour pharmacies in supermarket and shopping
locations '
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¾

(Improved slightly) 'Extra 100 hr pharmacies in deprived areas'

FIGURE V.10 Q10: IMPACT ON ACCESS OUTSIDE NORMAL WORKING HOURS

¾

(Improved slightly) '100 hour pharmacies have improved access for
patients to OOH medicines'

¾

(Improved slightly) '100 hour pharmacies have clearly provided
opening outside of normal working hours.'

¾

(Improved slightly) 'Most of the new pharmacies are in areas where
there were already long opening/Sunday pharmacies'

¾

(Improved slightly) 'Most of our pharmacies are already open on
Saturdays with several opening for longer periods than the 40 hours
minimum. Previously a few applications were granted as they offered
long opening hours (not 100) 7 days a week, which did improve
patient access, though this is now less relevant for our borough due to
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good pharmacy access. 100 hours pharmacies have improved access
to essential services slightly.'
¾

(Improved greatly) 'suspect this has exacerbated shortage of (locum)
pharmacists and forced closures particularly at the 100hr Pharmacy not 100 per cent reliable'

¾

(Improved greatly) 'Addition of 100 hours pharmacies has improved
access'

¾

(Improved greatly) 'This is due to the increased number of 100 hour
pharmacies'

¾

(Improved greatly) '7 100 hour pharmacies opened'

¾

(Improved greatly) 'Greater numbers of pharmacies open after 6pm
and high proportion open on Saturdays (at least in the morning)'

¾

(Improved greatly) 'increase in 100 hour pharmacies'

¾

(Improved greatly) 'due to the introduction of local and corporate
bodies on 100 hr contracts spread throughout the county.'

¾

(Improved greatly) 'Mainly through 100hr pharmacies opening but in
standard or non-exemption applications through applicants increasingly
offering such opening hours (sometimes as Core contractual hours)
where they believe the PCT will only be able to award one consent
and where there is more than one application being considered for a
particular site (often next door to a medical practice surgery
development or new health centre) and believe that the PCT will
favour the application that offers the best 'out of hours' cover.'
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FIGURE V.11 Q11: IMPACT ON ACCESS OUTSIDE NORMAL WORKING HOURS IN
DEPRIVED AREAS

¾

(Improved slightly) 'Of the 3 100 hour pharmacies - only 1 has opened
in a deprived area.'

¾

(Improved slightly) 'Location of 100 hours pharmacies haven't been
located in deprived areas'

¾

(Improved slightly) 'Improved due to 100hr pharmacy locations'

¾

(Improved slightly) 'Previously there may have been a slight
improvement, but new pharmacies that are open for long hours now
tend to be in well served areas and do not increase access to the more
deprived areas'

¾

(Improved slightly) 'only due to the improved opening as the location
of these sites is not always adjacent to the most deprived areas.'
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¾

(Improved slightly) 'Some of the 100 hour pharmacies are located in
urban areas that serve deprived areas.'
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FIGURE V.12 Q11A-D: REASONS FOR IMPACT ON ACCESS OUTSIDE NORMAL
WORKING HOURS
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¾

'Q11d - have had both positive and negative - that is, some
pharmacies increasing their hours because of commercial decisions
and some pharmacies reducing their opening hours'

¾

'OOH services in existence on public holidays. Pharmacies changing
opening hours to reflect changes made by local GPs.'

FIGURE V.13 Q12: IMPACT ON EXPENDITURE ON COMMISSIONING PHARMACY
SERVICES OUTSIDE OF NORMAL HOURS

¾

(Slightly reduced) 'Still have the issues over Christmas/ New Year and
to come will be Easter Sunday.'

¾

(Slightly reduced) 'We now have no need for a out of hours rota apart
from over the Christmas/New Year and Easter periods'

¾

(No effect) 'We only commission hours on bank holidays. This has not
changed'
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¾

(No effect) 'We do not commission additional hours except on
Christmas Day. PCT had (prior to 2005) and still has many pharmacies
open for extended hours.'

¾

(No effect) 'review underway of pharmacy 'out of hours' on call
service'

FIGURE V.14 Q13: PROVISION OF LOCAL ENHANCED SERVICES

¾

(Somewhat higher) 'All new pharmacies have opened under 100 hour
exemption and are expected to provide Locally Enhanced Services
directed by PCT for example, Needle Exchange and Supervised
Methadone Consumption.'

¾

(Somewhat higher) 'Exempt applications have enabled the PCT to
provide LES's such as supervised consumption and EHC to be
undertaken in areas of need.'
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¾

(Similar) 'but only when they open and if locums engaged are able to
support these services'

¾

(Similar) 'Community Pharmacies in this county are very interested in
provision of local enhances services.'

¾

(Somewhat lower) 'Of the 4 pharmacies that have opened, 1 provides
most LES's. However the other 3 provide very few. The most
important LES's are Minor Ailments, Stop Smoking, EHC, Flu
Vaccination, Substance Misuse Shared Care. The reforms have had no
effect on the commissioning of these services.'

FIGURE V.15 Q14: PROVISION OF MEDICINES USE REVIEWS

[no comments received]
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FIGURE V.16 Q15: IMPACT ON LPS AND ESPLPS EXPENDITURE

¾

(Not answered) 'We do not have any LPS at the moment, although
intend to do so. The CoE reforms have had no impact on this'

¾

(Not answered) 'There are no LPS schemes in [redacted]'
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FIGURE V.17 Q16: IMPACT ON ADMINISTRATIVE COSTS OF APPLICATIONS

¾

(Significantly increased) 'Because of the reforms we have had a
massive increase in the number of new applications - especially 100
hour pharmacies. This has had significant impact on staff resources.
To put into context - in 5 years prior to 2005 the PCT had no
applications for a new pharmacy (equivalent to Regulation 12). Since
2005 we have had 9x100hr applications - 3 approved and opened; 2
approved but not yet opened; 2 lapsed and 2 still awaiting a decision.'

¾

(Slightly increased) 'Initially, costs were increased due to increased
volume of applications both via necessary and desirable and
exemption routes. Multiples tend to challenges applications more
frequently which also increases legal costs'

¾

(Significantly increased) 'Increased cost in administrative support '

¾

(Significantly increased) 'Costs of minor relocations has decreased but
everything else has increased for example, consultations'
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¾

(Significantly increased) 'Large increase in legal fees.'

¾

(Slightly increased) 'Slight increase in staff resource at [redacted].'

¾

(Slightly reduced) 'has stopped 'frivolous' applications, so lower
administrative costs'

¾

(Slightly reduced) 'Fewer applications now compared to 2005.'

FIGURE V.18 Q17: IMPACT ON EXPENDITURE FOR ESSENTIAL SERVICES

¾

(Significantly increased) 'haven't calculated the actual cost - but
assuming that a new pharmacy costs between £60k - £100k per
annum.'

¾

(Significantly increased) 'We have seen increased costs based on
pharmacies opening under the exemptions route, whereby under a
necessary and desirable route, the application would have been
rejected for example, 100 hour pharmacy recently opened a few doors
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away from a pharmacy open 60 hours a week and approx 100 yards
from a pharmacy open 66 hours a week. No access/choice/patient
need for additional pharmacy'
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FIGURE V.19 Q18: IMPACT ON FUNDING AND COST-EFFECTIVENESS OF
COMMISSIONING

¾

(Somewhat positive) 'The profile of community pharmacy has been
raised and more services are commissioned from them.'

¾

(Neutral) '100 hour regs have meant that we have had two occasions
where two pharmacies have opened up on the same site as each
other, resource could have been better utilised elsewhere.'

¾

(Neutral) 'Two 100 hours pharmacies have opened in outer PCT area,
one was positive and increased access in an area of need, the other
has opened next door to an existing contractor.'

¾

(Somewhat negative) 'Difficult to answer this accurately - we do not
believe that the reforms have brought any great benefits. They clearly
have increased the amount of money that the PCT has had to pay but there has been no assessment of cost-effectiveness, but it is
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difficult to see how they could have improved cost-effectiveness.
Therefore I have to conclude that there has been a negative impact.'
¾

(Somewhat negative) 'The necessary and desirable application process
has been useful to the PCT by providing a more transparent process
for granting applications, enabling better commissioning of pharmacy
services. However, exemption applications are having a significantly
negative impact on budget forecasting and results in the PCT having
to fund additional pharmacies when there little/no benefit to patients'

Other information and general comments
¾

'The biggest concern is that the 100 hour pharmacies applications
that we have received have not really been in areas where there was
or is a lack of pharmacy service. This PCT is an inner city PCT with a
rapidly expanding population, and we believe that we are likely to
need an increase in pharmacy provision. But the CoE reforms do not
give the PCT the power to require hours that we have identified are
needed. Whilst we can require them to provide certain services, they
are unable on the whole to provide a regular pharmacist staff force
that allows us to commission a service that we know will be delivered
throughout the hours that they are open. I also support all PCTs
across this SHA with pharmacy regulations, and am very concerned
that 100 hour pharmacies are using loopholes in such a way that the
premises are not open - for example, use of a hatch or security
guards.…the SHA I cover - [redacted] - already has [redacted], and in
most parts longer opening hours than anywhere else. Yet we are still
seeing 100 hour pharmacies opening where there is plainly no need.
Whilst we have yet to see many closures, the concern is that this is
likely to happen.'

¾

'In theory access is increased but only if the new 100phys are open
and staffed adequately - this has not been the case locally <100 per

OFT1219a | 91

cent There needs to be a clear process to review this and the need for
100 hours Pharmacy service. Greater benefits to costs and patient
access to a Pharmaceutical service would be provided by encouraging
Pharmacies to open in semi rural dispensing doctor areas where
dispensing costs are much greater to the NHS, Pharmaceutical
services are greatly reduced that is, patients have a much reduced
service that is, no MURs (only DRUMs) much reduced hourly access
that is, no weekends, no access to pharmacist advice, no drop in
service for EHC NRT etc etc etc. Dispensing payments and
professional requirements for all Pharmaceutical contractors could be
equalised and this would help improve Pharmaceutical services to
patients in hours and probably also extend hours.'
¾

'PCT has experienced neither positive nor negative effects with
respect to competition, choice and access. For a third of pharmacies
opened as a result of 100 hour exemptions, it has been an opportunity
to obtain an NHS contract without the willingness to engage in PCT
initiatives.'

¾

'On the whole the CoE reforms have been a welcome guidance for
PCTs and have been very useful, notably the necessary and desirable
test. However, exemption applications, in particular 100 hour
pharmacies, have been detrimental to pharmacy services. The PCT has
little control over whether they should open, meaning they often open
in an area where there is no need for a further pharmacy. They also
have a negative impact on PCT budgets and are becoming detrimental
to independent pharmacies when they open nearby. The independent
pharmacies are often excellent at providing enhanced services, which
100 hours are poor at due to the high volume of locums used to run
the stores and there are concerns that these smaller pharmacies may
be forced out of business. If the exemptions route was closed I
believe the current reforms would be more than adequate for PCTs to

OFT1219a | 92

help manage pharmacy applications and would provide a fairer
application process for contractors regardless of size.'
¾

'Overall the general effect has not been upon pharmacies opening but
upon applications made, often more than one application to
particularly prominent sites. This obviously has significant costs in
terms of administration and time spent considering applications,
especially as most of these applications would not have been valid
under the old regulations as they are mainly exemptions. We've also
seen a significant increase in blocking applications and gaming by
contractors to try to prevent others opening at certain sites, most of
which has seen on the whole no pharmacy opening at particular sites
because of minor relocation or exemption blocking applications made
by those who had a genuine intention of opening.'

¾

'Generally the 100 hour exception has allowed pharmacies to open on
a commercial business basis in cluster areas, not particular in an area
of pharmaceutical need.'

¾

'Introducing application fees was very positive. 100 hour pharmacies
have certainly increased the access to pharmaceutical services for
residents within the county. This has not been so positive in the rural
areas as in the urban areas.'
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VI

BESPOKE CONSUMER SURVEY

VI.1

GfK Ltd. were commissioned to undertake a survey of consumers who had
collected a prescription medicine from a pharmacy within the last six
months. The research was carried out by telephone in December 2009 and
used random digit dialling. The questionnaire was designed by DotEcon and
GfK.

Sampling
TABLE VI.1

SAMPLING DESIGN FOR CONSUMER RESEARCH
% of England

Stratum (change in number of
pharmacies within postcode
sector since the 2005
reforms)

Sample
size

No change

100

11.8%

85.0%

0.14

Decrease

101

11.9%

2.5%

4.69

Increase from zero

100

11.8%

1.8%

6.71

Increase from 1+ (cluster 1)

351

41.2%

6.8%

6.06

Increase from 1+ (cluster 2)

199

23.4%

3.9%

5.94

England total

851

100.0%

100.0%

1.00

Wales comparison (cluster 1)

75

Wales comparison (cluster 2)

75

Wales total

150

Total

1,001

VI.2

Sample

Population

Relative
sampling
ratio

Because the aim of the questionnaire was to facilitate an analysis of the
impact of the entry of new pharmacies under the 2005 control of entry
reforms in England, a stratified sampling design was used in which
consumers in areas that had experienced a change in the number of
pharmacies were oversampled and those (the majority) where there had been
no change were undersampled. Two control strata for Wales, where the
reforms were not introduced, were also included. These were designed to be
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close as possible to the corresponding English strata with respect to
population demographics and the pre-reform level of pharmacy provision, the
idea being that observed differences between the equivalent English and
Welsh strata would be maximally driven by the changes that had occurred in
England.
TABLE VI.2

CHARACTERISTICS OF SAMPLING STRATA

Stratum

Pop. per
sq km

Pop. per
pharmacy
(no
reform)

Pop. per
pharmacy
(actual)

Mean
change in
number of
pharmacies

No change

2,574

5,013

5,013

-

Decrease

3,877

3,291

4,525

-1.04

Increase from zero

1,582

n/a

5,812

+1.08

Increase from 1+ (cluster
1)

3,180

3,263

2,135

+1.15

Increase from 1+ (cluster
2)

2,253

8,859

4,402

+1.12

Wales comparison (cluster
1)

3,082

3,555

3,555

-

Wales comparison (cluster
2)

1,709

8,522

8,522

-

Source: DotEcon analysis of NHS BSA and Census data

VI.3

Areas were defined by postcode sector to facilitate the selection of random
telephone numbers by the market researchers. Postcode sectors in England
were classified according to whether, between March 2005 and July 2009,
the number of pharmacies had not changed, decreased, increased from zero
to one or more, or increased from one or more to two or more. The latter
group was subdivided into two clusters based on dissimilarity analysis
depending on the number of pharmacies per capita at March 2005 and
population density. Two comparable clusters for Wales were then formed,
each containing the ten Welsh postcode sectors that were closest to the
means of the respective English cluster.
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GfK NOP

Pharmacy Research

December 2009

1

Pharmacy Evaluation Research
Research findings

Prepared by:

GfK NOP

Pharmacy Research

December 2009

Sample design
2

Sample name

2

Sample size

No change

100

Decrease

101

Increase from zero

100

Increase from 1+ (cluster 1)

351

Increase from 1+ (cluster 2)

199

Wales comparison (cluster 1)

75

Wales comparison (cluster 2)

75
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GfK NOP

Pharmacy Research

December 2009

When was the last time you collected a prescription medicine?
3

In the last week

In the last month

In the last three months

N o change

In the last 6 months

In the last year

D ecrease

43%

Increase from zero

42%

Increase from 1+ (cluster 1)

43%

Increase from 1+ (cluster 2)

12%

8%

18%

32%

9%

12%

36%

Wales comparison (cluster 2)

53%

29%

25%

4%

9%

38%

50%

52%

8%

10%

40%

Wales comparison (cluster 1)

Never

9%

35%

44%

Longer ago

13%

5%

9%

12%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

How many times have you collected a prescription medicine from a
pharmacy in the last 6 months?
4

1

N o change

D ecrease

Wales comparison (cluster 1)

Wales comparison (cluster 2)

11%

16%

12%

16%

6%

12%

5%

11%

7-12

13+

32%

9%

26%

14%

28%

11%

37%

16%

12%

19%

6

40%

18%

13%

10%

9%

4-5

8%

15%

17%

19%

Increase from 1+ (cluster 1)

3

11%

13%

16%

Increase from zero

Increase from 1+ (cluster 2)

13%

12%

2

5%

36%

37%

11%

5%

10%

6%

10%

8%

7%

9%

12%

8%

13%

4%

8%

5%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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GfK NOP

Pharmacy Research

December 2009

On what day did you get the doctor’s prescription slip?
5

Monday-Thursday

N o change

Friday

Saturday

Don't Know

31%

13%

55%

D ecrease

Sunday

24%

12%

62%

Increase from zero

67%

11%

21%

Increase from 1+ (cluster 1)

67%

11%

21%

Increase from 1+ (cluster 2)

Wales comparison (cluster 1)

29%

5%

64%

Wales comparison (cluster 2)

27%

11%

61%

29%

19%

52%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

At what time of day was that?
6

Before 7.30 in the morning

Between 7.30 and 9am

Between 9am and 5.30pm

Between 5.30 and 7pm

A fter 7 o’clock in the evening

Don’t know

17%

78%

N o change 3%

D ecrease

4%

81%

4%

11%

Increase from zero

4%

81%

5%

10%

Increase from 1+ (cluster 1)

4%

81%

4%

10%

Increase from 1+ (cluster 2)

4%

Wales comparison (cluster 1)

3%

Wales comparison (cluster 2)

3%

3%

79%

69%

5%

77%

14%

21%

19%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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GfK NOP

Pharmacy Research

December 2009

When did you collect the medicine from a pharmacy?
7

The same day

A day later

N o change

Two days later

T hree days later

10%

57%

D ecrease

52%

Increase from zero

51%

Increase from 1+ (cluster 1)

Four or more days later

11%

Wales comparison (cluster 2)

10%

9%

8%

57%

13%

11%

5%

7%

4% 5%

3%

11%

7%

7%

11%

12%

59%

5% 5%

5%

22%

15%

52%

Wales comparison (cluster 1)

13%

8%

58%

Increase from 1+ (cluster 2)

8%

15%

19%

Don’t know

9%

5%

3%

6%

5%

8%

8%

11%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

At what time of day did you collect the medicine?
8

Before 7.30 in the morning

Between 7.30 and 9am

Between 9am and 5.30pm

Between 5.30 and 7pm

After 7 o’clock in the evening

Don’t know

91%

N o change

D ecrease

5%

4%

86%

7%

Increase from zero 3%

88%

5% 4%

Increase from 1+ (cluster 1)

86%

8%

3%

3%

Increase from 1+ (cluster 2)

89%

6%

Wales comparison (cluster 1)

92%

3% 4%

Wales comparison (cluster 2)

95%

3%

4%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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GfK NOP

Pharmacy Research

December 2009

Was it a repeat prescription?
9

Y es

No

Don’t know

73%

N o change

26%

D ecrease

76%

24%

Increase from zero

75%

25%

73%

Increase from 1+ (cluster 1)

Increase from 1+ (cluster 2)

75%

Wales comparison (cluster 1)

73%

27%

25%

25%

71%

Wales comparison (cluster 2)

29%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

Ideally, how urgently was the medicine needed?
10

Needed ASA P

N o change

D ecrease

20%

13%

24%

Increase from 1+ (cluster 1)

23%

Increase from 1+ (cluster 2)

25%

Wales comparison (cluster 1)

25%

Next day

9%

10%

35%

25%

27%

15%

36%

39%

31%

16%

31%

28%

11%

33%

A longer delay

32%

31%

Increase from zero

Wales comparison (cluster 2)

Same day

25%

8%

31%

39%

29%

29%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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GfK NOP

Pharmacy Research

December 2009

Did you collect the prescription medicine from a pharmacy on the
doctor’s premises or did you go to a pharmacy elsewhere?
11

GP Surgery/Pharmacy

N o change

D ecrease

25%

Increase from 1+ (cluster 1)

Increase from 1+ (cluster 2)

75%

24%

Increase from zero

Elsewhere

76%

41%

59%

23%

77%

26%

74%

Wales comparison (cluster 1)

19%

81%

Wales comparison (cluster 2)

20%

80%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

When you went to collect your prescription, was this the main point
of your journey?
12

Main point of trip

N o change

D ecrease

Increase from zero

Increase from 1+ (cluster 1)

Increase from 1+ (cluster 2)

Waited until going out for other purpose

Can’t remember

64%

70%

68%

72%

64%

Wales comparison (cluster 1)

69%

Wales comparison (cluster 2)

68%

35%

29%

30%

28%

35%

31%

31%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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Where did you collect the prescription?
13

Boots / Alliance Boots

Co-op / Co-operative Pharmacy

Lloyds

Rowlands

Sainsbury

Independent/local pharmacy/small chain

Other

Don’t know
No change

22%

Decrease

22%

5% 4%
9%

Increase from zero

12%

6%

12%

Increase from 1+ (cluster 1)

13%

4%

14%

Increase from 1+ (cluster 2)

12%

6%

13%

Wales comparison (cluster 1)
Wales comparison (cluster 2)

4%

19%
11%

3%

3%
6%

7%

4%

23%

39%
7%

3%

32%
37%

3%

8%

16%

33%

16%

15%

30%

6%

9%

6%

22%

38%

19%

4%

8%

19%

27%

12%

45%

4%

4%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

Why did you choose to go there?
14

56%

Closest
42%

Most convenient
10%

A lways gone there
Like the pharmacist

7%

Like the other staff

7%

Offers a collection service / prescription was sent there by GP surgery

7%

Quality of service

6%

Speed of service
Can do other shopping
Like the facilities

4%
5%
2%

Range of stock

2%

Good opening hours

2%

Other

18%

Base: All respondents (1,001)
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Where did you leave from to get to the pharmacy?
15

Doctor’s surgery

N o change

19%

Increase from 1+ (cluster 1)

Increase from 1+ (cluster 2)

Somewhere else

7%

35%

55%

23%

4%

63%

6%

10%

32%

4%

5%

60%

28%

Wales comparison (cluster 1)

Wales comparison (cluster 2)

Work

72%

D ecrease

Increase from zero

Home

63%

36%

8%

52%

28%

9%

3%

7%

60%

5%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

How did you get there?
16

Foot

N o change

38%

D ecrease

Increase from zero

Other

47%

45%

40%

58%

35%

44%

5% 4%

3% 4%

53%

32%

5% 3%

62%

31%

Wales comparison (cluster 1)

Wales comparison (cluster 2)

Bus

54%

Increase from 1+ (cluster 1)

Increase from 1+ (cluster 2)

C ar

45%

63%

5%

4% 3%

9%

4%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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Pharmacy Research
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How long did it take you to get there?
17

5 minutes and under

6-10 minutes

11-15 minutes

16-20 minutes

52%

N o change

D ecrease

50%

Increase from zero

49%

34%

24%

29%

60%

Wales comparison (cluster 2)

25%

10%

6%

3%

10%

4%

7%

8%

8%

28%

56%

Wales comparison (cluster 1)

10%

26%

58%

Increase from 1+ (cluster 2)

9%

26%

56%

Increase from 1+ (cluster 1)

More than 20 minutes

6% 3%

7%

7%

8%

6%

7%

3% 4%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

Did you do anything else on your way to the pharmacy?
18

Yes - shopping

N o change

D ecrease

Increase from zero

12%

9%

9%

Increase from 1+ (cluster 2)

11%

Wales comparison (cluster 1)

Wales comparison (cluster 2)

6%

85%

14%

6%

72%

85%

7%

82%

11%

16%

12%

No - nothing else

79%

10%

15%

Increase from 1+ (cluster 1)

Yes - something else

8%

75%

80%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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How long after arriving at the pharmacy did you receive your
medicine?
19

5 minutes and under

6-10 minutes

11-15 minutes

16-20 minutes

21-30 minutes

Between half an hour and an hour (31-59)

1 hour

2-5 hours

More than 1 day
55%

N o change

53%

D ecrease

63%

Increase from zero

Increase from 1+ (cluster 2)

4%

7%

6% 3%

8%

5% 3%

6% 3%3%
13%

19%

68%

4% 6%

5% 5% 5% 4%

24%

61%

Wales comparison (cluster 2)

24%

24%

59%

Wales comparison (cluster 1)

10%

18%

56%

Increase from 1+ (cluster 1)

20%

20%

3% 4%
5%

3%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

Did you just wait to get your medicine or did you do any shopping
or other errands while waiting for the prescription to be prepared?
20

Yes - shopping

N o change
D ecrease
Increase from zero
Increase from 1+ (cluster 1)
Increase from 1+ (cluster 2)

14%
11%
9%

3%
10%
7%

Wales comparison (cluster 1)

12%

Wales comparison (cluster 2)

13%

No - just waited for prescription

83%
80%
84%

16%
14%

Yes - something else

5%
4%
5%

79%
83%
83%
85%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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Was this in the same shop as you collected your prescription or
somewhere else?
21

Same shop

Somewhere else

B oth

No change
D ecrease
Increase from zero
Increase from 1+ (cluster 1)

47%

Increase from 1+ (cluster 2)

53%

44%

56%

Wales comparison (cluster 1)
Wales comparison (cluster 2)

Base: All that did something whilst waiting for the medicine - No change 17* / Decrease 20* / Increase from zero 16* / Increase from 1+
(cluster 1) 72 / Increase from 1+ (cluster 2) 34 / Wales comparison (cluster 1) 13* / Wales comparison (cluster 2) 11*. * = Base too small

GfK NOP

Pharmacy Research

December 2009

What else did you buy or do while you were waiting?
22

Bought other products,
including groceries

46%

Bought other products
but not groceries

34%

Bought non-prescription
medicines from behind
the counter

13%

Asked for advice

5%

Bought non-presctiption
medicinese from the
shelves

5%

Had a consultation with
the pharmacist

1%

Had a test e.g.
cholesterol, blood test

1%

Base: All respondents that did something whilst waiting for the medicine (183)
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As far as you know, does the pharmacy you used offer a collection
service?
23

Yes

N o change

No

Don't know

73%

D ecrease

5%

56%

Increase from zero

18%

26%

74%

Increase from 1+ (cluster 1)

10%

68%

14%

73%

Increase from 1+ (cluster 2)
Wales comparison (cluster 1)

15%
77%

16%
18%

12%

68%

Wales comparison (cluster 2)

22%

15%
17%

5%

17%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

Did you take advantage of this service on this occasion?
24

Yes

N o change

32%

D ecrease

68%
44%

Increase from zero
Increase from 1+ (cluster 1)

No

56%

42%
28%

58%
72%

Increase from 1+ (cluster 2)

32%

68%

Wales comparison (cluster 1)

33%

67%

Wales comparison (cluster 2)

36%

64%

Base: All whose pharmacy offers a collection service - No change 73 / Decrease 57 / Increase from zero 74 / Increase from
1+ (cluster 1) 239 / Increase from 1+ (cluster 2) 145 / Wales comparison (cluster 1) 51 / Wales comparison (cluster 2) 58
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On this occasion, did you have to pay for your prescription?
25

Yes

N o change

No

Don't know

79%

21%

D ecrease

23%

76%

Increase from zero

23%

77%

Increase from 1+ (cluster 1)
Increase from 1+ (cluster 2)

27%

72%

19%

81%

Wales comparison (cluster 1)

99%

Wales comparison (cluster 2)

97%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

Did you do anything else on the way back from the pharmacy?
26

Went straight to home/work

N o change

71%

D ecrease

73%

Increase from zero

73%

10%

23%

6%

19%

76%

Increase from 1+ (cluster 2)

77%

Wales comparison (cluster 2)

Something else

19%

Increase from 1+ (cluster 1)

Wales comparison (cluster 1)

Shopping

71%

9%

20%
16%
28%

83%

5%
8%
5%

11%

7%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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After getting your prescription slip, were you able to get the
medicine as quickly as you would have wanted?
27

Yes

N o change

No

Don't know

90%

D ecrease

10%

94%

Increase from zero

5%

90%

6% 4%

Increase from 1+ (cluster 1)

94%

Increase from 1+ (cluster 2)

94%

Wales comparison (cluster 1)

5%
5%

99%

Wales comparison (cluster 2)

96%

4%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

How satisfied were you with the quality of attention you received from the
pharmacist/pharmacy staff you dealt with in terms of…

Their willingness and ability to answer questions

28

Very satisfied

Quite satisfied

N o change

Neither satisfied nor dissatisfied

68%

Increase from zero

67%

Increase from 1+ (cluster 1)
Increase from 1+ (cluster 2)
Wales comparison (cluster 1)
Wales comparison (cluster 2)

Very dissatisfied

17%

71%

D ecrease

Quite dissatisfied

No answer

6%

25%

5%

20%

73%
71%

6%

80%

5%

21%
21%

75%

5%

3%
5% 4%

13%

12%
12%

3% 4%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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How satisfied were you with the quality of attention you received from the
pharmacist/pharmacy staff you dealt with in terms of…

Their level of knowledge

29

Very satisfied

Quite satisfied

Neither satisfied nor dissatisfied

N o change

54%

D ecrease

54%

Increase from zero

Quite dissatisfied

Very dissatisfied

25%

6%

22%

12%
15%

6%

65%

Wales comparison (cluster 2)

4%

20%

54%

Wales comparison (cluster 1)

18%

24%

61%

Increase from 1+ (cluster 2)

14%

27%

59%

Increase from 1+ (cluster 1)

No answer

18%

9%

68%

23%
15%

16%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

How satisfied were you with the quality of attention you received from the
pharmacist/pharmacy staff you dealt with in terms of…

Giving instructions about using medicines

30

Very satisfied

Quite satisfied

N o change
D ecrease
Increase from zero
Increase from 1+ (cluster 1)
Increase from 1+ (cluster 2)

Neither satisfied nor dissatisfied

50%

Quite dissatisfied

Very dissatisfied

22%

54%

25%

20%

49%

18%
60%

55%

23%
5%

63%

Wales comparison (cluster 2)

64%

27%

13%
17%

Wales comparison (cluster 1)

No answer

25%
6%

9%

23%
27%

16%

19%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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How satisfied were you with the quality of attention you received from the
pharmacist/pharmacy staff you dealt with in terms of…

Offering other medical services

31

Very satisfied

Quite satisfied

N o change

Neither satisfied nor dissatisfied

34%

D ecrease

27%

Increase from zero

30%

Increase from 1+ (cluster 2)

28%

Wales comparison (cluster 1)

14%
13%

7%

36%

Very dissatisfied

12%

46%

9%

48%

6%

49%

7%

49%

4%
13%

No answer

39%

8%

16%

33%

Wales comparison (cluster 2)

13%
19%

28%

Increase from 1+ (cluster 1)

Quite dissatisfied

56%
3%

48%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

How satisfied were you with the quality of attention you received from the
pharmacist/pharmacy staff you dealt with in terms of…

Friendliness of the staff

32

Very satisfied

Quite satisfied

No change
Decrease
Increase from zero

Neither satisfied nor dissatisfied

15%

70%

19%

76%
78%

Increase from 1+ (cluster 2)

77%

Wales comparison (cluster 2)

Very dissatisfied

77%

Increase from 1+ (cluster 1)

Wales comparison (cluster 1)

Quite dissatisfied

No answer

3%3%
7% 3%

20%
20%
19%
85%
89%

3%
13%
11%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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To the best of your knowledge, how long has the pharmacy you
used existed?
33

5 years or less

N o change

10%

D ecrease

Don’t know

82%

15%

Increase from zero

8%

77%

8%

25%

Increase from 1+ (cluster 1)

71%

28%

Increase from 1+ (cluster 2)

4%

68%

33%

Wales comparison (cluster 1)
Wales comparison (cluster 2)

More than 5 years

4%

60%

15%

7%

80%

4%

5%

89%

7%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75

GfK NOP

Pharmacy Research

December 2009

Are you aware of any pharmacies in your area that have opened in
the last 5 years?
34

Yes

N o change

22%

D ecrease

31%

67%
39%

Increase from 1+ (cluster 1)

62%
43%

20%
24%

3%
59%

34%

Increase from 1+ (cluster 2)

Wales comparison (cluster 2)

Don’t know

76%

Increase from zero

Wales comparison (cluster 1)

No

4%
56%

77%

3%

75%

Base: All who state pharmacy has been open more than 5 years - No change 82 / Decrease 78 / Increase from zero 71 / Increase from
1+ (cluster 1) 240 / Increase from 1+ (cluster 2) 120 / Wales comparison (cluster 1) 60 / Wales comparison (cluster 2) 67
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Have you ever collected a prescription from one of them?
35

Yes

No

Don’t know

No change
D ecrease
Increase from zero
Increase from 1+ (cluster 1)

36%

Increase from 1+ (cluster 2)

64%
55%

45%

Wales comparison (cluster 1)
Wales comparison (cluster 2)

Base: All aware of pharmacy opening in last 5 years - No change 18* / Decrease 24* / Increase from zero 28* / Increase from 1+ (cluster
1) 81 / Increase from 1+ (cluster 2) 51 / Wales comparison (cluster 1) 12* / Wales comparison (cluster 2) 16*. * - Base too small

GfK NOP

Pharmacy Research

December 2009

Why have you never collected a prescription from one?
36

Prefer own pharmacy

47%

19%

T oo far away

Never needed to

12%

They do not stock the medicines I
need

1%

Not open when I want

1%

Staff are not knowledgeable
enough

1%

Other

35%

Base: All respondents that have never collected a prescription from a pharmacy that has opened in the last 5 years (139)
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How long have you lived in the area you live now?
37

less than 5 years

N o change

5-9 years

9%

10%

D ecrease

14%

Increase from zero

15%

Increase from 1+ (cluster 1)
Increase from 1+ (cluster 2)
Wales comparison (cluster 1)

7%

15%

13%

11%

13%
9%

12%

16%

13%

17%

10%

15%

18%

13%

50 years or more

18%

17%

27%

9%

13%

20%

24%

16%

9%

20%

16%

10%

40-49 years

18%

21%

8%

7%

30-39 years

22%

14%

10%

20-29 years

18%
9%

12%

Wales comparison (cluster 2)

10-19 years

23%

11%

14%

13%

8%

7%

23%

15%

20%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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How long have you been using your current GP surgery?
38

less than 5 years

N o change 3%
D ecrease
Increase from zero

5%

5-9 years

10%

6%

Increase from 1+ (cluster 2)

6%

Wales comparison (cluster 1)

6%

Wales comparison (cluster 2)

7%

20-29 years

21%

11%

9%

Increase from 1+ (cluster 1)

10-19 years

25%

25%

28%

13%
16%

6%
9%

16%

13%

21%
20%

11%
22%

10%

12%

7%

13%

19%

23%

50 years or more

13%

28%
18%

11%

40-49 years

19%

25%

18%

6%

30-39 years

11%

11%
11%

18%

12%

11%

11%

21%

7%

8%

20%
28%

Base: All who have lived in current area for more than 5 years (890)

Base: All who have lived in current area for more than 5 years - No change 91 / Decrease 87 / Increase from zero 85 / Increase
from 1+ (cluster 1) 309 / Increase from 1+ (cluster 2) 180 / Wales comparison (cluster 1) 70 / Wales comparison (cluster 2) 68

OFT1219a | 114

GfK NOP

Pharmacy Research

December 2009

In the last 5 years has the situation improved, stayed the same or got
worse for you regarding...

The time you have to queue or wait while waiting for a prescription

39

Improved

N o change
D ecrease
Increase from zero
Increase from 1+ (cluster 1)
Increase from 1+ (cluster 2)

22%

Got worse

Stayed the same

6%

20%

73%

10%

70%

25%

10%

28%

8%

22%

Wales comparison (cluster 1)

65%
64%

8%

70%

33%

Wales comparison (cluster 2)

65%
43%

57%

Base: All who have used current pharmacy for more than 5 years - No change 88 / Decrease 83 / Increase from zero 77 / Increase
from 1+ (cluster 1) 290 / Increase from 1+ (cluster 2) 170 / Wales comparison (cluster 1) 66 / Wales comparison (cluster 2) 63

GfK NOP

Pharmacy Research

December 2009

In the last 5 years has the situation improved, stayed the same or got
worse for you regarding...

The quality of the pharmacist and staff you deal with

40

Improved

N o change
D ecrease
Increase from zero

26%

5%

30%

Increase from 1+ (cluster 1)

36%

Increase from 1+ (cluster 2)

35%

Wales comparison (cluster 1)
Wales comparison (cluster 2)

Stayed the same

70%

3%

23%

Got worse

72%
5%

65%
63%
5%

60%

48%
38%

52%
62%

Base: All who have used current pharmacy for more than 5 years - No change 88 / Decrease 83 / Increase from zero 77 / Increase
from 1+ (cluster 1) 290 / Increase from 1+ (cluster 2) 170 / Wales comparison (cluster 1) 66 / Wales comparison (cluster 2) 63
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In the last 5 years has the situation improved, stayed the same or got
worse for you regarding...

Your ability to pick up a prescription at a time that suits you

41

Improved

N o change

23%

D ecrease

Stayed the same

7%

28%

Increase from zero

Got worse

70%
5%

67%

31%

Increase from 1+ (cluster 1)

8%

61%

34%

Increase from 1+ (cluster 2)

64%

31%

Wales comparison (cluster 1)

6%

35%

Wales comparison (cluster 2)

63%
5%

61%

37%

63%

Base: All who have used current pharmacy for more than 5 years - No change 88 / Decrease 83 / Increase from zero 77 / Increase
from 1+ (cluster 1) 290 / Increase from 1+ (cluster 2) 170 / Wales comparison (cluster 1) 66 / Wales comparison (cluster 2) 63

GfK NOP

Pharmacy Research

December 2009

When was the last time you bought behind the counter products?
42

In the last week

In the last month

N o change
D ecrease
Increase from zero

6%

in the last three months

16%

13%

12%
12%

15%

Increase from 1+ (cluster 1)

11%

Increase from 1+ (cluster 2)

9%

Wales comparison (cluster 1)

9%

Wales comparison (cluster 2)

9%

16%
8%
10%

15%
18%
15%
12%

10%

11%

9%

7%

15%
17%
17%
16%

12%
8%

Longer ago

21%

10%
10%

8%
10%

11%

7%

8%

8%

In the last year

12%

13%

14%

8%

In the last 6 months

Never

20%
30%
26%
28%
33%

17%
24%

27%
28%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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GfK NOP

Pharmacy Research

December 2009

How many times in the last 6 months have you bought behind the
counter products?
43

One

N o change

Four

Six

13%

11%

9%

27%

32%

7%

5%

17%

9%

3%

13%

9%

7%

27%

43%

4% 6%

9%

19%

30%

13%

10%
9%

15%
27%

21%

6%

16%

28%

27%

Wales comparison (cluster 2)

More than six

27%

34%

Increase from 1+ (cluster 2)

Five

19%

35%

Increase from zero

Wales comparison (cluster 1)

Three

36%

D ecrease

Increase from 1+ (cluster 1)

Two

3% 7%

4%
9%

3%

9%

9%

9%

10%

7%

Base: All who have bought behind the counter products in last 6 months - No change 47 / Decrease 49 / Increase from zero 47 /
Increase from 1+ (cluster 1) 155 / Increase from 1+ (cluster 2) 88 / Wales comparison (cluster 1) 33 / Wales comparison (cluster 2) 30

GfK NOP

Pharmacy Research

December 2009

On the last occasion, where did you go to buy one of these products?
44

Boots / A lliance Boots

Co-op / Co-operative Pharmacy

Lloyds

Superdrug

Tesco

Sainsbury

A sda

Independent/local pharmacy/small chain

Other

D on’t know
No change

30%

Decrease

35%

Increase from zero
Increase from 1+ (cluster 1)
Increase from 1+ (cluster 2)
Wales comparison (cluster 1)
Wales comparison (cluster 2)

4%

4%

15%

6%

4%

4%

51%
26%
23%

7%
11%

5%

6%

8%
21%

3%

7% 3%3%

36%

8%

20%

11%

33%
30%

4%

6%

4%

11%

28%

8%

4%
6%

12%
15%
15%

31%
9%

21%
47%

4%
3%

12%

3%

12%

3%
7%

Base: All who have bought behind the counter products in last 6 months - No change 47 / Decrease 49 / Increase from zero 47 /
Increase from 1+ (cluster 1) 155 / Increase from 1+ (cluster 2) 88 / Wales comparison (cluster 1) 33 / Wales comparison (cluster 2) 30
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GfK NOP

Pharmacy Research

December 2009

Why did you go there?
45

Convenient for doing other
shopping at the same time

38%

37%

Closest

10%

Regular pharmacist

Prefer / familiar

Picking up prescription at same
time

Cheaper

Needed advice

7%

5%

3%

2%

Other

33%

Base: All respondents that have bought over the counter products in the last 6 months (449)

GfK NOP

Pharmacy Research

December 2009

How much more would you have paid to use your first choice
pharmacy, compared to your second choice of pharmacy?
46

Zero/not answered

N o change
D ecrease

Under a pound

£1 - £1.99

Increase from 1+ (cluster 2)

£5 - £9.99

3%

69%

3%

71%

4%

71%
73%
63%

8%

5% 5%

11%

7%

5% 4%

10%

7%

3%

£10 or more

9%

4%

69%

Wales comparison (cluster 1)
Wales comparison (cluster 2)

£3 - £4.99

70%

Increase from zero
Increase from 1+ (cluster 1)

£2 - £2.99

12%

12%

4% 3%

7% 3% 7%

3%5% 4%
5%

6%

4% 3%

4%

6% 3% 4%
8%
11%

5%
3%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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GfK NOP

Pharmacy Research

December 2009

How much more would your second choice of pharmacy have to
have been offering offer for you to use it instead?
47

Zero/not answered

Under a pound

£1 - £1.99

N o change

55%

D ecrease

56%

Increase from zero

55%

Increase from 1+ (cluster 1)

54%

Increase from 1+ (cluster 2)

56%

Wales comparison (cluster 1)
Wales comparison (cluster 2)

£2 - £2.99

£3 - £4.99

£5 - £9.99

5% 4%
5%
5%
6%
6%

60%
51%

£10 - £19.99

8%
8%

7%

7%

10%

5% 3%

15%

5%

15%

7% 3%
8%

15%

5%

5% 3%3%
3%

8%

7%

7%

£20 or more

7%

4%

7%
3%

8%

8%

5%

16%

5% 4%

21%

5%

15%

5% 5%

Base: All respondents - No change 100 / Decrease 101 / Increase from zero 100 / Increase from 1+ (cluster 1) 351 /
Increase from 1+ (cluster 2) 199 / Wales comparison (cluster 1) 75 / Wales comparison (cluster 2) 75
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VII

SUMMARY OF PRINCIPAL DATA SOURCES

VII.1 This annex briefly describes the core data sources used in the report for
quantitative and mapping analysis. A variety of additional quantitative and
qualitative data sources are cited in the report itself.

Published data
VII.2 The main sources of published data used in the charts and tables were:
¾

NHS Information Centre, 'General Pharmaceutical Services in England
& Wales' (various years up to 2007-08) and online spreadsheet
annexes

¾

NHS Information Centre, 'General Pharmaceutical Services in England'
(2008-09) and online spreadsheet annexes

¾

NHS Information Centre, 'Prescriptions Dispensed in the Community'
(2008-09)

Survey data generated for this evaluation
VII.3 Two surveys were conducted specifically for the evaluation:
¾

A telephone survey of 1,001 users of pharmacies for collecting
prescription medicines was conducted in December 2009 (see Annex
VI). DotEcon commissioned GfK Ltd. on behalf of the OFT to carry out
this research.

¾

An electronic questionnaire submitted to all 152 Primary Care Trusts
in England in October 2009, to which 24 responses were received by
February 2010 (see Annex V).
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Data provided and collated for the evaluation
VII.4 An integrated database of pharmacies' and GPs' locations, characteristics
and operating volumes was constructed from the following sources and was
combined with population and consumer data for the purposes of
geographical information system (GIS) and other analysis. Data preparation
and analysis was conducted in SQL, Stata and ArcView GIS.
VII.5 Coding of pharmacies by ownership and the classification of pharmacy by
business types (health and beauty, supermarket, multiple 100+, multiple 1099, small chain/sole owner) was carried out by DotEcon based on
examination of the recorded business name and ownership information,
supplemented by desk research.
VII.6 Instances of market entry and exit (as opposed to acquisitions or other
changes of ownership) were identified using the following procedure:
¾

Where are a new pharmacy record appeared in the database but
another pharmacy with the same six-digit postcode ceased to report
volumes in the same or previous month, this was interpreted as a
takeover or ownership change.

¾

All other instances of pharmacies starting or ceasing to report positive
dispensing volumes were interpreted as entry or exit, respectively.

¾

A small number of cases where, at one postcode, more than one
pharmacy began operating while one ceased, or vice versa, were
resolved by inspection.

¾

Where a takeover involved a pharmacy that had entered the market
since the start of the period (March 2005), the acquiring pharmacy
inherited entrant status for the purpose the analysis as at July 2009.
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VII.7 This procedure ensures that estimated gross entry and exit of pharmacies in
any period matches net entry, that is, the known change in the number of
pharmacies operating, over any period. However, cases where an operator
simultaneously acquires and relocates an existing pharmacy cannot be
distinguished from separate entry and exit events. Thus, our estimates will
overestimate the gross entry and exit to some extent, as noted in the text of
the report.
VII.8 Administrative forms of entry of the pharmacies classified as entrants by the
above procedure were classified as follows:
¾

Where the entrant pharmacy currently offers opening hours totalling
100 or more a week, it was inferred that entry had occurred under the
100 hour exemption.

¾

Where the postcode of the entrant pharmacy matches the postcodes
of the list of approved out-of-town retail locations published by the
Department of Health, it was inferred that entry had occurred under
the retail shopping centre exemption.

¾

All other instances of entry refer to the control of entry test, the
Internet/mail-order exemption, the one-stop primary care centre
exemption, or to the 100 hour or shopping centre exemptions in cases
where opening hours information was missing or the published retail
centre postcodes were missing or inaccurate.

Monthly data on community pharmacy dispensing and MUR
volumes
¾

The NHS Business Services Authority (NHS BSA) kindly supplied us
with information including:
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•

the current business name, business owner, business code and
six-digit postcode of every pharmacy in England as at July
2009, or the last recorded name and location of pharmacies
that ceased trading between before March 2005 and July 2009

•

volumes of prescription items dispensed as reported by each
pharmacy to the NHS BSA for each month from April 2005 to
July 2009

•

equivalent data for volumes of medicines use reviews (MURs)
performed for the same period

Quarterly data on GP prescribing and dispensing volumes
¾

These datasets, also from NHS BSA, included:
•

the practice name, business code and six-digit postcode of
every GP surgery in England as at July 2009, or the last
recorded name and location of surgeries that ceased operating
between 2005 Q3 and 2009 Q2 (as well as additional
attributes such as practice list size and number of GPs).

•

volumes of prescription items prescribed by each surgery as
reported to the NHS BSA for each quarter from 2005 Q3 to
2009 Q2.

•

equivalent data for volumes of prescription items dispensed
directly to patients for the same period (for dispensing doctors).

OFT1219a | 123

Monthly data on community pharmacy dispensing and MUR
volumes
¾

DH/NHS supplied us with a file of the data on the opening hours of
English NHS pharmacies available to the public on the NHS Choices
website as at September 2009, along with the business code of the
pharmacy for matching with the other pharmacy data.

Areal and Census data
VII.9 Spatial analysis of the effects of changes in provision on consumers with
different characteristics of need and demand was carried out at the level of
Census Output Areas (OAs) using:
•

2001 Census data

•

The Output Area Classification, which categorises OAs into
geodemographic types according to their similarity on a
combination of Census characteristics

•

The Family Expenditure Survey

•

The English Indices of Deprivation.
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