
One definition of 'profit" is the money difference k w e m  
what it costs to produce and sell a produa and the revenue 
from its sale. In the pharmacy, knowing your cost of dis- 
pensing is an indis+lc tool in maintaining or improv- 
ing b flow and profitability, 

To determine the cost of dqewhg ,  the pharmacy owner 
or manager nee& to conduct a departmental cost analy- 
sis that assigns direct axts and a l l w  idired costs to 
the prescription department The total cost allocated to 
the prescription department divided by the number of 
p d p i i o n s  dispensed is the a w e  cast of bpeming. 
This amage cost of &pensing is the a q e  amount hat 

it costs the pharmacy to bpense a p d p t i o n .  

Total 
annual costs 

Total annual 
number of 

prescription 
department dispensed 

the prescription -t, the cost of dhps ing  caa 
be estimated. As previously stated, the cost to d i s p  a 
prescription is found by dividing the total cost of operat- 
ing the prescription department by the total number of 
presuiptions dispensed. 

We used the Digwt data to calculate cost of dispensing 
for 2005. It is important to note that this mlculation only 
covers the cost of -sing and does not indudt a profit. 
The 2006 Digest phwmac$s cmt of dispensing is S 10.53, 
up from 59.24 last year. Expenses herd as new person- 
nel were added, stom were kept open longer hours, and 
pharmacists provided value-added hq like educatin~ 
patients about Medicare Part D. So while e x p m s  in- 
creased, the small in- in presription voIume did not 
o f f i  the increase in ex-, resulting in a higher cost 
of dispensin& W& also calculated the cwt of dispensing 
in various gagmphic regions, as shown M o w .  The West 
region has the highest cwt of dispensing at $1 1.18, and the 
West Central region has the lowest at $9.52. 

Cost of dispensing indudes all direa costs (e.g., prescrip- 
tion bttles and lakls. delivery d c e ,  and pharmacy 
computer expense) related to operating a p r e i o n  
department and a share of the indirect costs. The share of 
indirect costs (em%, rent, salaries, and advertising) is 
estimated by doat ing a portion of the cost to the pre- 
scription department There are multiple methods that can 
be UPtd to allwate costs. Although there is no universally 
accepted methd for allocating indirect costs, the basis of 
allocatioa should seem logical. In pharmacy, the following 
methods have k e n  used to allocate indirect -: 

A percentage of prescription sales to total saIes 

A perantage of prescription department square feet to 

total square feet 

A percentage of prescription department inventory to 
total inventory 

A percentage of time the asset is used for the prescrip- 
tion department activities to total time used. 

Pharmacy owners and managers can select one method to 
use or they can use multiple methods to dccate indirect 
cxpcma. Having classified all costs and allmted them to 
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If a pharmacy is to make a profit, the reimbursement fate 
or the priw charged must rn the p d u a  mt, the cost 
of dhpming, plus a surplus for pro&. Thus, for pharmacy 
owners and managers to make sound business decisions 
on whether to accept a contract or not, they need to know 
what it amts them to dbpm a pmaiption. It is suggested 
that pharmacy owners estimate their awn axt of dispensing 
and then mrefully evaluate each rhird-party contract khre 
signing i t  Additionally, all usual and customary d u q p  
should indude the cost of diqxdng, and pharmacy h e f i t  
manaps should reimburse to cover cost of diqmsing. 


