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Continuing our webinars to support colleagues in operational procurement:

• Induction

• Shortages

• Off contract claims

• Horizon scanning

This webinar will focus on:

• Overarching principles of inventory management

• Newly published guidance notes on SPS website

• Exend & Exend+ to support system improvements

• Where could you focus next?

Note: Nothing is mandatory. Trusts need to review the most appropriate models of managing stock 

locally
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Why is this important?

Patient care

Ensuring the right medicines of the right quality are available at 

the right time. 

Best value for the NHS

Limiting medicines write-off costs, and being prepared for best 

value opportunities

Operationally Effective

Optimise NHS resources in the process of procuring, storing 

and distributing medicines. 

Environmental

Protecting the environment by ensuring that we limit the 

amount of medicines that are wasted.

Mutual aid requests, out of hours & 

emergency deliveries

Slow stock turnover, high order frequency, 

ineffective storage and processing backlogs 

Delayed switching to best value medicine.  

Large value expired stock
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Why is this important?
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• Inventory is an asset in financial terms and generally reported monthly and yearly.

• Good inventory management supports the delivery of best value medicines - preparation for new 

transition molecules.

• Large operating surplus of stock is a potential financial liability unless addressed.

• Raise profile of Commercial OPD stock management

• Improves effective team working - variable practices between pharmacy departments

• Clinical leads

• Dispensaries

• Stores

• Technical services.
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Issues affecting inventory
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• Pharmacy stock control systems

• Local policies

• Supplier capability

• Humans!

• Changes in clinical practice

• Ordering behaviours – manual vs system
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The first stop for professional medicines advice

Inventory management guides 
on SPS website
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Managing medicines inventory - 
introduction
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Managing medicines inventory - 
introduction
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Important to 

understand the 

consequences of how 

you correct stock
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SPS webpages to support 
procurement
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SPS webpages to support 
procurement
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Key points on maintaining 

accurate inventory

Principles of why we hold 

inventory

Various models that Trusts can apply to 

review medicines inventory and maintain 

accurate and appropriate stock

Key points for consideration on 

ensuring that Trusts manage 

stock deductions appropriately
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Principles of managing inventory
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Why do we hold inventory?

▪ Satisfy immediate and future demand, and maintain service levels

▪ Provide a buffer against supply disruptions and increase resilience

▪ Manage seasonal or unpredictable demand

▪ Achieve economies of scale and operational efficiency

Principles, models and metrics for managing inventory

▪ Order methods

▪ Inventory categorisation models

▪ Key Performance Indicators

Principles of managing inventory
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Order Methods
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➢ Order only on request

➢ Fixed Order Quantity ➢ Periodic Review

Maximum



specialist-pharmacy-servicewww.sps.nhs.uk 15

Order Methods
Slow Ordering Patterns

• High volume / value of stock

• Large deliveries that exceed capacity

• Increased risk expired stock

Fast Ordering Patterns

• Based on “Just In Time” (JIT) model

• Frequent deliveries of low quantities of stock

• Resource intensive

• Risk frequent out of stocks with little buffer
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Identifying contributing factors
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Trusts can review and monitor ordering patterns, and 

develop local quality improvement plans as 

appropriate
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• Might indicate minimum order levels set too low, causing 
frequent outages

Identifying contributing factors
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• Pareto – the '80:20 rule'

• VEN categories – Vital Essential Necessary or ABC analysis

▪ A = highest value, risk or stock turn

▪ B = medium value, risk or stock turn

▪ C = lowest value, risk or stock turn

Inventory categorisation models
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Inventory categorisation models
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Product Matrix

Many suppliers and near substitutes

? Bulk purchasing

Few suppliers and near substitutes

? Fixed quantities / Regular stock checks

Many suppliers and near substitutes

? Higher stock levels / Well managed back-orders

Few suppliers and near substitutes

? Close monitoring
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Key Performance Indicators
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Stock Service Level Service Level % = demands fully satisfied x 100

Stock Turn Rate Stock Turn  = annual spend value

 demands made

average stock value

Aim: to achieve good Stock Service Level with optimal Stock 
Turn Rate.
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Exend & Exend +
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Stock analytics

Purchase analytics
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Slow moving stock and rarely used 
medicines

22
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Configure stock 

period to review 

Toggle summary between 

“ALL Locations” and 

“By Location”

Reports can be exported 

into CSV (to manage large 

data extracts)

Slow moving stock
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Slow moving stock
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Sorted by HIGHEST “Number 

of days stock” 

Note report sorting options  

Look for variation between 

average usage periods.  Could 

be an indicator of rarely used 

medicines or changes in 

clinical practice.

The product VMP is the 

common name used to sticth 

all local Trust descriptors to 

one national descriptor.

Redacted

Redacted

Redacted
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Highest value stock
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Sorted by HIGHEST 

value medicines in 

stock

Look for indicators of slow movement. Could 

be indicators of:

• Change in clinical practice

• Stock not routinely booked out (Tech 

services)

• Manual ordering

Hide / Unhide 

“Value” columns

Redacted

Redacted

Redacted

Redacted
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Highest value stock over 365 days
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Sorted by HIGHEST 

value medicines in 

stock – over 365 

days average use.

“Infinity” ∞  sign that indicates no 

average usage.  Might relate to: 

• Surplus stock

• A new medicine with no usage.

• Rarely used medicine
Redacted

Redacted

Redacted

Redacted

Redacted

Redacted

Redacted
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Before you start….

www.sps.nhs.uk 27

• Read the SPS web content

• Understand how your system creates orders for medicines – speak to your System Manager or 
software provider.

• Engage with your colleagues - Needs to be a learning / reflective process

• Important to understand the consequences of how you maintain stock accuracy - Quick fixes often lead 
to more work!   Avoid contributing to the problem - Break the cycle

• Consider developing routine stock monitoring as Business As Usual:

• Regular stock checks – Daily / weekly

• Top 20 highest value medicines
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Suggested local workplan:
High value / slow moving stock
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• Nominate an accountable person(s)

• Review top 20 slowest highest value medicines in excess of 365 days … highest financial risk

• Identify what kind of stock category it might fall into 

• Review stock with appropriate lead:

➢ Clinical leads

➢ Dispensary lead

➢ Tech services leads

➢ Operational leads

➢ Finance

• Agree a plan to manage accuracy, and expiry dates to identify risks to the Trust.

• AVOID reordering where appropriate [written off, booked to a cost centre, transferred or sold]

• Monitor progress
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Suggested local workplan:
High frequency ordering
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• Identify top 20 high frequency order lines

• Review for pharmacy system configurations / limitations

• Identify the order methods being used to purchase the stock … is this warranted?

• Review storage capacity options

• Review direct to location orders versus ordering into a single location

• Review stock with appropriate lead:

➢ Clinical leads

➢ Dispensary lead … especially when discussing reorder levels

➢ Tech services leads

➢ Operational leads

➢ Finance

• Agree a plan to manage changes in ordering patterns – optimising pharmacy system where possible

• Monitor progress
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Futures hub to support sample material
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• Developing a document store to support operational 

procurement.

• Sample Trust SOPs, User Guides and Case Studies.

• Contact your regional procurement team if you want to 

share your work.
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Thank you for attending the webinar
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Questions?
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