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ABSTRACT

Single inventory policy has been applied to entire drugs in the hospital even
though drugs have several characteristics. Some drugs are not enough for patients. This may
affect patients’ lives especially when they are vital drugs. However, the hospital cannot store
a large amount of all drugs because of limited space and budget. The objective of this study
was to develop the inventory management in the hospital to minimize total inventory cost
while the patient service level is still maintained. This study concerned only the medicines
which have high consumption value in the large government hospital.

It was found that the single inventory management system could not be
efficiently applied for all medicines. This is because of several categories of medicines
characterized by their value and clinical importance (ABC/VEN). The study proposed
developing inventory polices and the inventory theories to compare with the current
Min/Max inventory policy.

The optimal policy is adapted to the drug characteristic. Drugs inventory in the
study can be classified by drug value, clinical importance and demand characteristics into
three groups. Most of them are drugs with high consumption value and essential clinical
importance (AE) which have normal distribution, no trend and static demand. Current
Min/Max inventory policy is optimal because it minimizes total inventory cost. Most of
drugs with high consumption value and vital clinical importance (AV) are not normally
distributed. Dynamic lot sizing policy is optimal because it minimizes the shortage. Drugs
with high consumption value and non-essential clinical importance (AN) which have normal
and not normal distribution are optimal to current Min/Max inventory policy because it
minimizes total inventory cost.
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