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Franchises boost
independents

03:58 PM EST on Wednesday, November 1, 2006

BY PAUL GRIMALDI
Journal Staff Writer

The consolidation of the drugstore industry
pushed hundreds of independent pharmacies
out of business during the last 20 years.

Unable to fight off bigger competitors,
many pharmacists running neighborhood shops
closed their businesses or sold their
prescription files to one chain or another.

But some independent pharmacists
continued on, competing against the big chains
just as business owners do in other retail
sectors.
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But independent-minded people in some
retail sectors — such as the restaurant,
automotive and hotel industries — have an
alternative to going it alone that hasn’t always
been a viable option for pharmacists:
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But as their industry consolidated,
pharmacists haven’t had many options for
joining a franchise.

The Brooks drugstore chain started as the
subsidiary of Canadian drugstore franchiser The
Jean Coutu Group. But Brooks never adopted
the model here.

There are two active drugstore franchise
operators in the United States: Health Mart and
Medicine Shoppe International Inc. Both are
owned by health-services corporations.
McKesson Corp. owns Health Mart; Cardinal
Health Inc. owns Medicine Shoppe.

“It's in McKesson’s best interests to
maintain the strength of the independent,” said
David Whalley, whose Newport Prescription
Center became a Health Mart affiliate shortly
after he opened his business 23 years ago.

This year, a decade after acquiring Health
Mart as part of a purchase of another company,
McKesson began bulking up the drugstore
franchise operation. The company expects to
have more than 1,000 franchises by the end of
the year, up from just over 200 last year.

McKesson says it has 14 Health Mart
franchises in Rhode Island.

In a phone interview from McKesson’s San
Francisco headquarters, Health Mart executives
talked about the initiative, which added 140
units in an August campaign.
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“Our vision is that Health Mart can drive
the thinking and the implementation of a new
care model,” said Stefan Linn, president of
Health Mart. “As we look at the health-care
marketplace — where that’s going is
pharmaceutical care is going to become more
complex.”

Independents, he said, can provide
personalized services that help people manage
their medications and help them navigate the
health-care system.

“If you think of that model, what is the
strength? It’s that relationship with their
patients,” Linn said. “Having that personal
relationship really helps customers get the best
care.”

Health Mart offers services the
independents need to compete with the chains:
store-opening programs, operations manuals
and training, store design and layout formats,
automated drug-dispensing units, profit
analysis, financing, merchandising — and
marketing muscle.

Health Mart can push franchisees into the
lists of choices for managed-care providers,
driving business to the doors of otherwise
marginalized small businesses, he said.

Whalley, the Newport druggist, said Health
Mart’s goal of creating “a branded identity” for
independents “gives us some presence with
insurance companies and third parties.”

To make franchising viable, Linn said, the
California-based company is trying to keep
costs down. Franchise fees are $350 a month
per store for a basic set of services. There’s
also a catalog of services that can be bought A
la carte.

“If we can get a dozen stores in Rhode
Island to pool [money], we can do some
serious advertising,” Whalley said. “Image is
everything. You have to be perceived as being
a player in the marketplace.”
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