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Inventory Control in Community Pharmacy

Introduction to Inventory Control

Definition

Inventory control in a community pharmacy refers to the systematic process of managing and
regulating the procurement, storage, and utilization of pharmaceutical products and supplies
to ensure that the right drugs are available at the right time, in the right quantity, and at the right
cost.

In a community pharmacy, which typically serves walk-in patients and local residents,
inventory control is crucial for:

o Ensuring continuous availability of essential medications

o Reducing wastage due to expiry or overstocking

o Avoiding stock-outs that affect patient care

o Maintaining financial viability by minimizing dead stock and maximizing turnover
o Complying with regulatory requirements for drug storage and documentation

e Good inventory control practices help the pharmacist strike a balance between adequate
stock levels and cost-effective inventory management.

Various Methods of Inventory Control

e To manage inventory effectively, community pharmacies can employ several methods. The
most common and widely used methods include:

1. ABC Analysis (Always, Better, Control)

2. VED Analysis (Vital, Essential, Desirable)
EOQ (Economic Order Quantity)
Lead Time Analysis

. Safety Stock Calculation
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Various Methods of Inventory Control

ABC Analysis (Always, Better, Control)

Definition

e ABC analysis is a method of inventory categorization that divides inventory items into three
categories (A, B, and C) based on their annual consumption value (i.e., the product of unit cost
and annual usage).

Categories

e Category A: High-value items with low frequency of use (approximately 10% of items that
account for about 70% of the inventory value)

Category B: Moderate-value items with moderate usage (about 20% of items accounting for
20% of the inventory value)

Category C: Low-value items with high usage (around 70% of items contributing to only 10% of
inventory value)

Category % of Items % of Inventory Cost Control Strategy

10% 70% Very tight control, senior approval
for orders

Moderate control

Basic control, bulk buying

Application in Community Pharmacy

e Category A drugs could include expensive medications like certain cancer drugs, insulin
analogs, or biologics. These require strict monitoring, frequent review, and controlled
purchasing to avoid overstocking or financial loss.

Category B drugs may be moderately priced antibiotics or chronic illness medications. These
need regular checks and moderate control.

Category C drugs could be inexpensive over-the-counter items such as paracetamol or
vitamin supplements. These can be ordered in bulk, with less frequent monitoring since their
financial impact is minimal.

Benefits in Community Pharmacy

Helps prioritize management efforts on high-cost items.
Improves cash flow by focusing spending on fast-moving, high-value items.
Reduces waste by preventing overstocking of expensive drugs.

Enhances decision-making in procurement planning.
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VED Analysis (Vital, Essential, Desirable)

Definition

e VED analysis categorizes inventory items based on their criticality to health care and patient
treatment, rather than cost.

e Itfocuses on the therapeutic importance of the drug.

Categories

e Vital (V): Life-saving drugs that are critical for treatment and must always be in stock. Stock-
out can lead to serious consequences.

Essential (E): Drugs that are important for treating common conditions but not immediately
life-saving. Shortages can be tolerated for a short time.

Desirable (D): Drugs that are used occasionally or are for supportive care. Their absence does
not significantly impact patient care.

Category Clinical Importance Example Drugs Stock Policy

Vital Life-saving, no Adrenaline, Insulin, Must always be in
substitutes Diazepam stock

Essential | Important, with Antihypertensives, Should not run out
alternatives Antibiotics

Desirable Optional, supportive care Multivitamins, Cosmetics Optional or low-
only stock

Application in Community Pharmacy

e Vitaldrugs in a community pharmacy could include epinephrine injections (for anaphylaxis),

insulin (for diabetics), or anti-epileptic drugs. These must be available at all times, even if they
are costly or slow-moving.

Essential drugs may include antihypertensives, antibiotics, or antacids. These should be
regularly stocked but allow for some flexibility.

Desirable drugs could include multivitamins, tonics, or cosmetic medicines. These can be
ordered based on demand or may not need to be stocked in large quantities.

Benefits in Community Pharmacy

Ensures uninterrupted supply of critical medications.
Prevents treatment delays and supports patient care.
Helps optimize inventory based on the medical importance of drugs, not just cost.

Supports rational stocking practices and reduces the risk of ethical and clinical issues due to
non-availability of essential medicines.
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EOQ - Economic Order Quantity

Definition

e Economic Order Quantity (EOQ) is the ideal quantity of stock a pharmacy should order each
time to minimize total inventory costs. These costs include:

o Ordering costs (expenses related to placing an order — staff time, paperwork, etc.)
o Holding costs (costs of storing the drugs — space, refrigeration, insurance, risk of expiry)

e The EOQ model helps determine how much of a product should be ordered at once to achieve
the most economical balance between ordering and holding costs.

EOQ Formula

Where:
e D =Annualdemand (units)
e S =0rdering cost per order

¢ H=Holding cost per unit per year

Application in Community Pharmacy
e Let’s say a pharmacist dispenses 1,200 units of a certain antibiotic each year.

e |If placing an order costs the pharmacy $10 and the holding cost per unit per year is $2:

2x 1200 x 10
EOQ = \/ > =+v12000 = 109.54 = 110 units

e So, the pharmacy should order 110 units per order for that product to minimize total costs.

Importance

Prevents overstocking (reduces expiry risk)
Avoids understocking (ensures availability)

Helps maintain a balance between storage space and purchase frequency

Aids in budgeting and planning, especially for fast-moving drugs

Lead Time

Definition
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