Notes from Stock Control by System Study Days (Ascribe System)
These notes augment the lectures delivered on the day
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To Measure Stock Turns

a) Stock Holding can be obtained from the EIS reporter.  Normally the data is downloaded each month and the report run.

b) Drug Expenditure can be obtained from the EIS reporter in the same way.

Stock Holding Locations

These are called Ascribe Sites and are treated as separate on the system (although they might not relate to actual physical sites within the hospital or department).  Each Ascribe Site has a specific number and it is essential to know this when using the log viewer, running reports or talking to Ascribe.  [NB if you add the number to the site supplier file description (e.g. Stores (256)) the number is self evident.] This number is attached to the front of the order number sequence on orders sent via EDI.

Think carefully about the number of sites you need.  To minimise stock holding you require the minimum number of stock holding (Ascribe) sites.  Several trusts have reduced their stock holding by reducing the number of Ascribe sites.   BUT sites probably need to be separated if

a) The locations are geographically separated.

b) The locations work (and handle stock) in different ways (e.g. aseptics and dispensaries).  NB consider the homecare module.  But most people create a separate site for homecare to keep that stock separate from the rest of the hospital stock.
Duplication of Stock

Ideally you should order specialist items direct to a satellite department (Ascribe Site) rather than via the stores.  To start a site ordering a particular line it is simply necessary to add suppliers to the drug in that Ascribe site.  If you start doing this there must be dialogue with finance as the account payable interface may need adjusting.  NB you will have to keep all these separate locations up to date for contract changes (but Ascribe is developing an update which will do this automatically & later versions may already do this).

However you can also order from the store BUT send the items straight to the satellite as soon as they come in.  [This means the satellite staff don’t have to cope with booking in etc.].  Or the stores staff can still receive the goods etc but book them in on the satellite location (this may be the best solution).  So to summarise you can either

a) Order all items from stores and send some items direct to the satellite.  These items can be identified from the shelf location (which can be printed on the order.  Add [bin1] to the order design to print the primary location and [bin2] to print the secondary location).

b) Set the system up so the satellite orders direct.

NB all staff can raise manual orders for stock (and then receive notification when the stock comes in).  However this system is complex and it may be preferable to ask staff to make requests to ordering staff rather than doing it themselves.

How Ascribe Orders Stock

1.  Automatic Reorder Creation [The standard method]

If this is run the system goes through all the products in the drug database and identifies items under the minimum (plus those that will be under the minimum if outstanding orders are processed).  NB if a number of items from a cycle (see below) come up it may be worth running that cycle to ensure efficient ordering patterns).

2.  Cyclical Ordering

Ascribe can order a group of products set up as a cycle number (in Utilities).  Consider this for a supplier with a high minimum order level or a set of products stocked for an infrequently run out patient clinic (say dermatology or diabetes).   Items can be ascribed to a numbered order cycle.  If the cyclical ordering program is run the system will order enough stock for each item on the list until the cycle is next due.  The system can be set up so that Ascribe still uses minimums as a “safety net”.  Talk to Ascribe about how you enable this.  Suppliers can be collected into groups (cycle 1,2,3 etc.).  You can then order from all those suppliers in the group by running the cycle.
[NB the system does not count outstanding orders from a supplier].  

The system 

a) Looks at the period for the cycle

b) Looks at annual usage for that product

c) Looks at any to follows in the system

d) Works out what is required to last until the next cycle is due.

e) Adds on a safety factor (x1.2 is default but this can be changed [see later]).

Most users don’t use cyclical ordering but perhaps should.  This is perhaps because it is very easy to look at items manually (by pressing F4 on the order).  Perhaps cyclical ordering should be considered for those suppliers with predictable demand (e.g. IV fluid suppliers).  NB one trust split the supplier into two “tranches” to be run on separate occasions.  In this way items from the previous tranche which unexpectedly come up can be accommodated in the second order.  [This will only work properly for suppliers with a lot of lines].
3. Internal Orders

These are treated by the system in exactly the same way as external orders.  NB If an order is cancelled in one Ascribe site it MUST be cancelled in the other site as well.  If not, the item will keep appearing as a to follow in the supplier site or the order will still be processed and create an “INTER” order in the ordering site to allow the order to be received.

4.  Fast Track

A supplier can be added to the supplier file to allow items to be moved from one Ascribe site to another by fast tracking them.  This deducts the stock from one site and adds it to the other in one operation.  However, this option can affect reporting and stock control. It should, therefore, be carefully managed and limited in terms of those that can use it.  Fast track can be useful for returns.  NB there is a report available from Ascribe which tracks fast tracks!  NB Fast tracks are treated as an issue by the system and are included in reports.
How to Use the System to Order.  The Automatic Reorder Programme

Most people run the automatic reorder creation programme:

· First thing in the morning for all suppliers (or once all the ward boxes have been input).

· PM for wholesalers

· Twice a day.

This generates a list of items and suppliers.

· F2 allows you to choose an alternative supplier from the list on the drug file.  For this reason put all eligible/contract suppliers in the drug file.

· F5 allows you to mark urgent items.

· Shift F3 gives a list of other items from that supplier (in order of priority of need) which you can use to bump up the order.  To add highlight the item and press enter (copies to clipboard) CTRL V then adds it to the order.  NB you can only do this one line at a time.

· F4 gives product and supplier information to check if the quantity is reasonable.

· Shift F4 gives information about drug files not on the list

· F8 allows the total order cost for the supplier in focus to be reviewed.

· F9 allows you to selectively order an item for edi.

· Shift F8 allows you to enter a price in pence against an item you are about to order if it is not standard.  You can use this facility for off contract purchases so the invoice will use the suggested price rather than the contract price, keeping your books straight.
· The ‘pricing column’ on amend has a marker to indicate

C = contract price in place – This will be used as default price Remember to change price if buying ‘off contract’ using Shift + F8

N – Non stocked. No contract in place for this item and it will use price last paid. (Check F4 item enquiry screen for when last ordered and if price to be used is up to date. Remember to change price  using Shift + F8 if necessary

M = Manual price entry Shift + F8 has been used to amend price for this one incident of ordering

Blank – Stocked item with NO contract uses average issue price
It is the procurement officer’s role to manage these purchase prices to ensure accurate stock pricing 
.

The authorise orders screen is then used to release orders supplier by supplier.   You can set a minimum order value in the supplier file, although this is labelled as a discount level.  You can also add comments such as carriage charges (in the supplier discount description).  D= direct order, I=internal order, F= autofax order, E= edi order. 

NB in version 10 there is an automatic check on orders which flags if the stock level is under the minimum order value.

How Ascribe Calculates Order Quantities

You can set up stock control parameters via the drug files in Utilities OR use the end of period calculations to do this “automatically”.  Most users perform this monthly.

The end of period calculations programme
A. Updates annual usage figures based on recent data
This is calculated as follows

“New” Annual Usage = ((Use this period/ Number of days since last run) x 365 x (1- damping factor)) + ( “Old” Annual Usage x damping factor)

Damping factor default is 0.75.  
That is Ascribe calculates the daily usage and multiplies by a factor of 25% current usage and 75% old usage.  This removes peaks and troughs from the order.  So if you want the ordering to be more reactive reduce the damping factor (to 0.5 or 0.25).  This might be useful for individual drugs which have just changed formulary status for example.


B. Suggests reorder levels and reorder quantity changes
The program will display  suggested amendments on screen. These can be accepted or cancelled as required, and a hard copy can be printed if necessary.
It will only display items with a changes outside the margin set in the stores utilities>Set/report working defaults> Margin for End of Period Calculation

Reorder Level (ROL)
= (Annual Usage/365) x Lead Time x Safety Factor
NB If lead time <5 then Lead time = 5.

Reorder Quantity = 2xReorder level x Safety Factor

Safety Factor can be changed for an individual drug in the drug file or across the board by Ascribe.  Default is 1.2.


C. Makes reorder level and Reorder Quantity changes 
Reorder quantity = Lead Time x2 x Safety Factor
Newer sites having Version 8.6 +  or  up to date Web pharmacy will NOT have option C as all changes can be applied on screen via option B

The end of period calculations program should be run once a month.  All three (A B C) parts should be used.  This is daunting to start with as B offers a lot of changes initially.  However stick with it and these decrease.

How to Control Ascribe!

NB Any changes you make to the system should be done gradually and in the full knowledge of what you are doing and why.  It is a good idea to make small one off changes and then wait at least a month to see the effect.  

1.  Manual Editing

· Lead Time:  Sometimes an atypical problem will change a lead time inappropriately (e.g. a drug being out of stock for 3 months will change the lead time to 12 weeks).  This can be remedied by manually adjusting the lead time in the drug file.

· New Product or Change in Circumstances:  Annual Usage, Reorder Quantity and Reorder Level can be manually altered to reflect the changes.  NB if you do this any changes will only last until you run the end of period calculations as described above.

· Fixing parameters:  Reorder levels and quantities can be fixed in the drug file.  (Change “Auto Re-order Level Calculation” to “N” in the drug file).  This is useful if you have limited storage space, or need to keep artificially high levels (to complete a course or for emergencies).

· Damping Factor:  If you know the usage of a product is likely to change (e.g. new formulary status) then reduce the damping factor to allow more reactive ordering.

· Stocked Flag:  Setting the stock flag (in the drug file) to “N” will prevent the product being ordered automatically.

· In Use Flag:  Setting the in use flag (in drug file) to “N” will mark the item as not being used.  You should only do this if there is no stock or value assigned to the file.

· Store Flag:  If this is set to “S” the item will only appear on the stores location.

· Reorder Outer Size:  You can set this so you receive stock in outers (or you can set it artificially to force the system to order larger quantities than it would otherwise do and prevent lots of small orders.

NB Monitor all these changes regularly especially if you fix anything.  
Using Standard Reports (in Utilities).

NB. If reports are not tabulated properly ask Ascribe to set them up in RTF format.

· List overdue items below danger level
Identifies supplier problems (i.e. items on order but not come in).  Lists items with levels a set percentage of the minimum order level.  Normally set at 0.5 i.e. have less than half the reorder level).  Run every couple of days.


· List all items with negative stock
Identifies stock where levels are obviously wrong.  Should be run periodically to identify stock discrepancies if system is set to allow negative stock.


· Goods Received not Invoiced 

Resolving Problems


Standing Orders
Raise an order for the whole amount and do part deliveries for each instalment.  NB this will mess up the lead time for that item.
OR
can create an order for one instalment and then add instalments onto the order each time you need to.  [NB you will not be able to do this if the order is completed.  To prevent this add a dummy item to the original order.  You can then deliver the instalments as they come in, and create new ones without the order disappearing.  The dummy item can be deleted when the final instalment comes in).  This has the advantage of not distorting the lead time for the supplier.

Delivery Errors
For overdelivery raise a supplementary order for the whole amount and cancel the original order.  Match the order to what appears on the invoice (e.g. 1x12 or 2x6 etc.).  For an underdelivery with a credit process full amount and then the credit.  Alternatively the ‘over receive’ option can be switched on.

Not Enough Stock
E.g. order 10 but 9 come in.  Book in full amount (10), pay for 

Delivered
full amount then create a credit for the 1 you didn’t receive. (Keeps average price correct).

Losses and Gains
The system will warn at invoice matching if there is a large difference between the agreed order price and the invoice cost. This MAY result in a loss or a gain being accrued against the item where the difference in value would result in the newly calculated issue price becoming more than double or less than half the current issue price.. The new issue price can be adjusted to incorporate any loss or gain where is applicable by revaluing stock using the stock value adjustment option under finance.
NB No stock can be revalued if there is none on hand!


Number of Lines per Order

This is set by Ascribe to 8 lines per order but can be amended to  up to 20 if you wish.
Tailored Reports

The following reports can be purchased from Ascribe (though they could be created in crystal or cognos).

NB it might be worth system managers sharing their available Crystal report templates (although you need someone with the same registry tool).


1) Slow Moving Stock

2) Off Contract Purchasing

3) Goods Received not Invoiced by Date

4) Outstanding Orders by Days Outstanding.

5) Supplier Error Report

6) Orders by Method (E ordering etc.)

7) Fast Track Receipts and Fast Track Stock Movement Report

8) Usage by Drug (ranked by cost) To allow a top 200 to be produced.

9) Valuation of stock list (to allow costs of medicines on wards to be calculated.

Kevan Wind 29th January 2016.
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Introduction



Stock holding locations

How Ascribe orders stock

How Ascribe controls stock

How we can control Ascribe

Using stock reports
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Stock Holding Locations

Ascribe Sites e.g. Stores + Dispensary

Number of locations

Duplication of stock
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ASCRIBE SITES. Stock holding locations = sites. Own unique 3-digit site number. Need to know numbers when talking to Ascribe and when checking transaction/order logs or preparing reports. 



No. OF LOCATIONS. In West Herts, 3 hospitals with 5 active Ascribe sites (incl. Store) + master site to aid file management.

Decided to convert master site to Homecare as part of upgrade. 

Prior to May 2004, WGH on separate server as single Ascribe site. Physical stock in relatively small area so avoided need for computer stock transfers. Sites merged on one server May 2004. Simplified reporting and movement of stock. 



Merged HHGH Dispensary/Technical Services sites based on misapprehension that cost less. Detrimental to stock management. Tech Services batch track everything, Dispensary don’t. Tech.Services produce pre-labelled packs which distorts Dispensary annual use figures/system re-order quantities. Lesson=Think carefully before changing set-up. 

Presence of robot may influence decisions



DUPLICATION OF STOCK. To simplify stock management (incl. invoicing), majority of stock for HHGH & SACH ordered via Stores. Exceptions include CD’s and TPN which are only ever requested and issued by Dispensary. Ordered & received on Dispensary site.

Small Tech.Services which prepares cyto injections. TS staff manage stock to avoid duplication; order from Stores; Purchasing Staff order from external supplier; on receipt, picking ticket printed and issued; goods moved immediately to Tech. Services. 
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1. How Ascribe Orders Stock

Automatic re-order creation

Re-order level method

Cyclical ordering

Internal orders

Fast-track
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AUTOMATIC RE-ORDER CREATION. 2 methods.

 

RE-ORDER LEVEL METHOD. Checks all products on database. Where stock level fallen BELOW ROL, or outstanding requests take below ROL, product automatically suggested for ordering. 



CYCLICAL ORDERING. Each product or all products from supplier may be given order cycle number and cycle length. (see [Utilities] [Set supplier order cycle number]). Cycle length represents how often order raised to supplier or group of drugs; e.g. possible to place IV fluid order every 7 days to number of suppliers or raise order every 30 days to Novartis. 

Method looks at all products that have specific cycle number. Checks cycle length and current stock level. Uses annual use to work out quantity required before cyclical order run again. 



INTERNAL ORDERS. Each site can order from another using same process as ordering from external supplier. When cancelling orders, must cancel in both sites otherwise system will create the order with supplier name “INTER”. 



FAST TRACK. Can create supplier that moves stock from one site to other without need for picking ticket/delivery note. Great for Dispensary staff, but system records as issues to ward “XXXX”. If really need to use, make sure you take account of this when running reports. 
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2. How Ascribe Orders Stock

Amend Orders
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AMEND ORDERS



FUNCTION KEYS

F2 - Sup Code: Change supplier. Window displays alternative suppliers listed in file. If alternative supplier required, code can be entered in box. Clicking ‘down’ arrow key will display a window which lists all  suppliers. Not permanent change.

F3 – Info: Window shows current supplier, lead-time, estimated out of stock date and current issue price.

Shift+F3 – Minimum order value: Produce list of products where selected supplier is primary supplier. If selected from list NSV code is copied to clipboard and can be pasted into amend orders screen. Not very practical if several items. 

F4, ^F4 – Enquiry: Used to provide further information about the product highlighted.

F5 – Urgency: Product can be marked as urgent either using default letter “U” or any letter (e.g. “T”). Flag can be printed on orders to alert suppliers.

F7 - Selective Order: If order needed  for limited number of items from supplier instead of all items in amend orders for that supplier a selective order can be raised.

Right click on product or select and press SHIFT + F7. Repeat for each product.  Highlights in red. Press F7 to order. Selective ordering can only be performed for one supplier at a time.

F8 - Total Cost: Displays total cost of order to date (based on contract price or current issue price). 

Shift+F8 - Enter Price: Displays current order price, in pence. Expected price can then be entered in pence. Order raised at this price. 



Stock Control Study Day for Ascribe Users

6

3. How Ascribe Orders Stock

Authorise Orders





























6

AUTHORISE ORDERS Program totals costs of all products and groups ready for printing. 



The column headed ‘Method’ states the method by which products are ordered from that supplier: 

D - orders sent direct to supplier on a paper printout

I  - internal order i.e. transmitted to other sites on the same file server 

F - orders sent by fax

E - orders sent by EDI

 

Supplier file includes discount amount and supplier discount description.  Most use for minimum order value and carriage charge (?)

Displays on Authorise Orders screen.
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How  Ascribe Controls Stock
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Extract from a drug file in Stock Maintenance. 



17 marked data elements are those that can play part in how Ascribe controls stock of each item, so easier to let Ascribe control stock of most items so we can concentrate on exceptions.
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1. End of Period Calculations
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Program that keeps stock management up to date. Run manually not automatically. 



2 stages = Update AU, Report suggested ROL/ROQ changes.



Ascribe Stores Manual program definition: “The goal of the exercise is to apply just-in-time methods on all products where the expected lead-time from previous experience is greater than 5 days. Where the lead-time is less than five days it is to ensure an acceptable number of orders per year from the point of view of order processing and invoice reconciliation overheads.”



At least 20 days data needed for calculation to be statistically relevant. 
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2. End of Period Calculations

Update Annual Usages                                    -AU = ((UTP / PL) x 365 x (1 - DF)) + (AU X DF) 

Damping Factor
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UPDATE ANNUAL USAGES

Where previous annual usage<1, recalculated based on usage since program last run.

Where previous annual usage >1, calculation as shown where UTP=Use this period, PL=Period length. 

DAMPING FACTOR

-Introduces another data element, DF=Damping Factor. Default is 0.75 (75% AU based on previous calculation, 25% on current use). Prevents distorted figures caused by seasonal peaks or “one-off” situations. 
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3. End of Period Calculations
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Program allows you to select 

      -Stocked and or Non-Stocked Items,

      -All or Selected Suppliers, 

      -All or Specific Locations.



Report can be sorted by Drug, Location or Supplier.
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4. End of Period Calculations

Report suggested ROL and ROQ changes

Re-Order Level                                  -ROL = (AU/365) x LT x SF 

Lead Time (If LT<5 then LT = 5)

Safety Factor

Re-Order Quantity                             -ROQ = 2 x ROL x SF 
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ROL (Daily average x lead time x safety factor)



LEAD TIME Simple average of days between order and receipt rounded up to nearest whole day. 

If less than 5, rounded up to 5 in ROL calculation to ensure that minimum of 5 days stock is held.



SAFETY FACTOR. To reduce chances of running out, drug file has this data element. Default is 1.2 which means that system prompts ordering when stock falls below 6 days (i.e. 5 x 1.2).



ROQ Safety factor also applied when setting order qty. Using default setting of 1.2 result in 20% overstocking=14 days stock ordered (i.e. 2 x 6 days x 1.2). N.B. If re-order pack size = 1 and ROL = 1, ROQ = 2. This may be more than you need.



EXAMPLES: If SF=1 then ROL is 5 days and  ROQ is 10 days

	If SF=1.2 then ROL is 6 days and  ROQ is 14 days

	If SF=1.4 then ROL is 7 days and ROQ is 20 days
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5. End of Period Calculations
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Options to Print, Export, Print and Update, Update



Double click on line if don’t want to update selected line.



West Herts system well established, so choose not to print to save paper. Unusual amendments picked up, reviewed, amended during ordering process.

MARGINS

Reduce amount of data on printout by increasing Margin in “Set/Amend Working Defaults” (default is 20%). Change to 50% and only changes greater than 50% will print. 
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How We Can Control Ascribe

Manual editing

Fixed ROQ and ROL                            (Auto Re-order Level Calculation = N)

Safety Factor

Damping Factor

Stocked = Y/N

In Use = Y/N

Re-Order Outer Size
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MANUAL EDITING. Most data elements can be manually edited (caution!). 

Example 1: Manufacturing problem. Last order took 3 months. Now freely available. Takes a while before lead time come back to normal, so system will over-order. Manual editing lead time will resolve.

Example 2: New product introduced. System take while to catch up with actual usage. Manual editing of AU, ROQ, ROL gives head start. 

N.B. If manually edit, remember AU, ROL, ROQ over-written when EOP Calc program run. LT updated every time receive delivery. 

FIXED ROQ and ROL for individual products. 

Data element: “Auto Re-Order Level Calculation”. Default = Y (ensures) EOP Calc program updates. 

Switch off update by changing to “N” and manually enter ROQ and ROL. 

Found useful in Dispensary-limited space; annual usage figures distorted by prepacking. 



SAFETY FACTOR. Default setting of 1.2 result in 20% overstocking=14 days stock ordered. 

We found many wholesaler items ordered too frequently, so adjusted figure to 1.5 in Stores (i.e. 50% overstocking: 2 x 7.5 days x 1.5 = 22.5 days). Worked well for some items, but not others. To compensate, reduced Dispensary factor to 1 (I.e. no overstocking: 2 x 5 days x 1 = 10 days). 



DAMPING FACTOR. Can be amended if required. Haven’t come across situation where seemed necessary. 

Ascribe Stores Manual description: “For products where the system should follow usage trends more immediately this number should be lower and where the usage changes should have less effect this would be higher. If this is set to 1 the new usage will become the annual usage i.e. this is the maximum value.” 



STOCKED = Y/N. Set to “No” to prevent auto ordering unless out-standing requisitions. We apply to items ordered by Stores but held in Dispensary, N/F items, items where AU<12 packs. 



IN USE = Y/N. Set to “No” to stop item being ordered or issued. Essential for items no longer used (discontinued, change in contract pack or local formulary).



RE-ORDER OUTER SIZE. Simplifies unpacking of orders and shelf stacking if note outer sizes (monitor usage).



The main caution I would offer with editing of any of these elements relates to the fact that things change. 

Usages go up and down, so need to be alert to need to amend settings.
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1. Using Stock Reports
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Print Stock Level for Live Stocked Item 

This prints current stock levels for all products flagged with ‘Y’ for live stock control. 



List Overdue Items Below Danger Level 

Danger level is set in [Utilities] [Set/Report Working Defaults] as a fraction of re-order level (10% i.e. 0.5 days). Printout lists products that have fallen below this level and helps us take action to avoid running out of stock. Number of products below danger level is reported when running “Automatic Re-order Creation” program.



List All Live Items with Negative Stock 

There is configuration option to allow or prevent stock levels going into negative. However, stock can still go negative when authorising credit orders (I.e. returns to supplier) if we ignore the warning. System prevents issues and receipts for items in negative, so stock must be adjusted first. 
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2. Using Stock Reports
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GOODS RECEIVED REPORT. Useful to confirm that receipts entered on system match delivery note and physical stock.

Select one order or all orders. Sort by location, order or description.



SHELF STOCKING LIST. Helpful guide for Storekeeper when putting received goods onto shelf.
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3. Using Stock Reports

Ascribe EIS Reporter

Crystal Reports

Other reporting systems
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EIS REPORTER has number of default reports useful in stock control. 

-“Goods Ordered Not Received”

-”Goods Received Not Invoiced”

-Stock Valuation reports



OPEN DISCUSSION. 

What Ascribe Reports do you use? 

Have you designed your own reports?

Does anyone use other reporting systems?
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Discussion……….

Resolving problems

Sharing good practice



























17

RESOLVING PROBLEMS

How do you deal with standing orders?

How do you deal with delivery errors? (Over-delivery, breakages, missing goods)

Categorising stock?

Slow Movers report
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STOCK CONTROL THE PRINCIPLES

Or How to teach your granny to suck eggs!!!

Kevan Wind

Medicines Procurement Pharmacist.







STOCK CONTROL THE PRINCIPLES

What is your stock control policy?

9 out of 10 pharmacists say



“The Computer does it!”

But the computer only does what you tell it to!







STOCK CONTROL THE PRINCIPLES

Reasons for holding stock 

  to provide a service level

  as a hedge against fluctuating demand

  for convenience, as a buffer against uncertainty

  for quantity discounts 

Holding stock incurs the following costs.



Space (rent/ heat / light etc)

Staff time

Lost interest on money tied up in stock

Lost opportunity costs (you could have done something else with the money)

Deterioration of stock

Obsolescence of stock

Insurance costs

Losses (theft)

Inventory control costs

Estimated to be 25% of the book value of the stock per year (Lysson).



















STOCK CONTROL THE PRINCIPLES

Stockholding is always a compromise of stock holding costs vs. service level to your customers (how many to follows you generate to wards and departments).  



Note that stock outs cost 

   in time spent chasing orders, 

   carriage charges etc.  

    damages to your reputation with customers and peers.

   Patients Lives 







STOCK CONTROL THE PRINCIPLES

To manage stock effectively you must address three key questions.





A)  How much stock to hold





B)  How much stock to order





C)  How often to order 







STOCK CONTROL THE PRINCIPLES

i) Calculation of Stock Holding

 



ii) Calculation of Annual Spend

 



iii)  Calculation of Stock Turnover

This simple calculation tells you the theoretical number of times your stock turns over per year.  Calculate by

			Annual Spend Figure

Stock Turns = 		Average Stock Value













STOCK CONTROL THE PRINCIPLES

iv) Adjusting Stock Holding

Stock holding can be adjusted in several ways.





    By adjusting the number of weeks stock you ask the pharmacy system to hold



   By adjusting individual minimums and maximums and fixing them so they do not  

     move.



You may need to fix minimums on stock when you need to hold a certain amount (for a course of treatment) but the stock is only used occasionally.





You may need to fix a maximum if you have a limited amount of storage space (fridge). 







STOCK CONTROL THE PRINCIPLES

Categorisation of Stock   



Fast Movers:  Fix maximums if you have space considerations (e.g. fridge item).



Slow Movers: Do you need to hold this at all, could you source it from wholesalers even at increased cost?  Fix minimums where a set amount is required to be kept (e.g. antibiotic or antidote).



High Cost Items: Manage this stock very carefully.  Ensure stock is rotated and does not expire.  Ensure stock levels are the minimum required.  Sourcing from a wholesaler will move the cost of storage from you to them.



Critical Items:  (Vital see Appendix 1) Make sure you have minimums set correctly and fixed if needs be.  Ensure source is reliable and consider wholesaler for fast response.  Do not totally rely on them however.



Bulky Items:  Consider fixing maximums to limit storage.  Again ideally obtained little and often (wholesaler).



Special Storage: As above.



You may wish to categorise some suppliers (with poor supply performance) and increase the stock holding for the items they provide (or even better hold more safety stock and hence order earlier).







STOCK CONTROL THE PRINCIPLES

Where to Hold Stock



Hold stock in the smallest number of locations possible.



Specialist products in specialist location only and not general store. (direct delivery)







STOCK CONTROL THE PRINCIPLES

B) How Much Stock to Order



An “Economic Order Quantity” (EOQ) can be calculated.  This balances the costs of raising an order (time etc) against the costs of holding the stock.  







Systems use an algorithm to calculate this.







It is important to know how your system calculates the order quantity. 







INVENTORY CONTROL 

Economic Order Quantity (EOQ)







STOCK CONTROL THE PRINCIPLES

C) How Often to Order

This is done either by periodic review 

(the stock is topped up to a maximum at a set time interval), 



fixed order point system (stock is ordered once it passes through a minimum stock holding).  



Some systems work on a mixture in that once an order is raised by an item passing through the minimum; other items from that supplier are “topped up” by a review mechanism. 







 Periodic Review

Stock “topped up” at review period

Stock

Level

Time

Review

Period

Review

Period







Order Point System







STOCK CONTROL THE PRINCIPLES

So Now we Need to Consider the JAC System Specifically and how we can use it to manage our stock AUTOMATICALLY (as much as possible).



Phil to lead discussion

I will take notes as a novice

If I can understand it the so should everyone else!

OVER TO YOU!!!!!
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Indicative Annual Stock Turn

Lewisham Hospital NHS Trust
Queen Elizabeth Hosptal Kings Lyn

James Paget Hospital

Colchester University

Papworth Hospital

Bromley Hospttals

Basidon

Homerton

Queen Elizabeth Hospttal

Oxleas NHS Trust

Chelsea and Westminster

Royal Marsden Hospttal

Mayday Healthcare NHS Trust

Princess Alexandra Harlow

St Marys

South West London & St George's Mental Heaith

East London Foundation Trust

Queen Mary's Hospital

Ealing

Epsom & St Helier NHS Trust

Hammersmith

NW London

Guy's & St Thomas' NHS Foundation Trust

Ipswich Hospital

West Middlesex Hospital

Newham

SEPT

Kingston Hospital NHS Trust

West Suffolk Hoptal

Mount Vernon

North Middlesex Hospital

Hillingdon

Charing Cross

Whipps Cross

Mid Essex

Southend

St Georges NHS Trust

Barts and the London

Queens

Cambs & Peterborough Mental Health Partnerships

Royal Free Hospital

Cambridge Universtty Hospitals

Norfolk & Norwich Hospital

Peterborough Hospttals

King's College Hospital

Brompton

Hinchinbrooke Hospital

= WUHHHHHHHHHHHHHHHHHHHHHHHHAHHHHHH
o WUHHHHHHHHHHHHHHHHHHHH

0.0 5.0 1

:
:
5.0 300 35.0 400





 


 


Costs


 


Order Size


 


Stock Holding 


Costs


 


Ordering Costs


 


Overall Costs


 


EOQ


 


 


Minimum


 


Safety Stock Level


 


Stock 


 


Level


 


Time


 





