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1. INTRODUCTION 

The Steering Committee for the development of Financial Systems 
within St. James's Hospital have asked SKC to proceed with the 
design of a new pharmacy system for St. James's Hospital. This 
request follows the acceptance by the St. James's Hospital Board 
of the recommendations put forward in the SKC January 1981 Report . 
on the Development of Financial Systems in St. James's Hospital. 
These recommendations included the development of a pharmacy 
system~ specifically a pharmacy stock system as a high priority 
item within the total systems development. 

This document outlines our concept of those aspects which we view 
as necessary to consider within the context of designing a new 
pharmacy system, our general method of approach, and resources which 
we would devote to the assignment. 

The proposal is based on information obtained in our investigations 
carried out for the initial assignment on the Development of 
Financial Systems~ during the implementation of interim accounting 
changes, and from sessions held during a visit of our associate 
consultant Dr. N. Harris with pharmacy, medical and nursing personnel. 
The recommendations which were made in our January 1981 Report are 
incorporated within our approach to this proposal. 

'Section 2 outlines the specific aspects which should be considered 
within the context of the deSign for _a comprehensive pharmacy 
system~ as requested by the Steering Committee. 

Section 3 outlines our approach to the design of the pharmacy system 
and discusses the products which can be expected as part of the 
system design. We are approaching the assignment with the 
understanding that implementation will be considered as a second 
phase. 

Section 4 refers to the resources which SKC will devote to the 
assignment . Section 5 disGusses the timing and cost of the assignment. 

, 

I 
We have been cognisant throughout the preparation of this proposal 
that there could be a wider application of the system designed for 
the St. James's Hospital pharmacy in that it could form the basis 
of a standard hospital pharmacy system. 
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2. ASPECTS TO CONSIDER 

The design of a pharmacy system in our view should involve the consideration 
of those aspects which shape the policies and procedures of the system. 
Essentially, there are some specific aspects in relation to th~ pharmacy, 
such as policies and methods of practice which require definition prior to 
proceeding to detailed or micro system design. 

For each of the aspects we have included in Section 2 we would approach 
them as above, first to determine broad logistical determinents and then 
moving to system design with a data processing component, when required. 

, 
.\ 
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2.1. Pharmacy Functions 

We have divided the hospital pharmacy system into several discrete 
functions in order to facilitate us in working on each function as 
a separate entity with its own needs and requiring specific methods 
of approach and expertise. This approach will help to ensure that 
each function is adequately represented in the overall system 
design. 

Each function is discussed in the general context in reference to 
how it presently exists in St James's Hospital, and in relation to 
our approach in the design of the Pharmacy System. 

2.1.1. The Drug Distribution Function 

The drug distribution function consists of those 
operations associated with the carrying out of the . 
physicians' medication orders to supply the patients with 
the required medication. These operations include, 
reviewing the medication order, collecting the drug 
product and container, measuring out the quantity requested, 
packaging, labelling and preparing the required records. 

There are several systems used for drug distribution, 
including: standard ward stock system, patient/ward 
system, unit dose, etc. 

St James's Hospital presently has a ward stock distribution 
system. Medication orders are written by the physician 
on the patients chart, and then are transcribed by the 
nurses to a patient drug therapy sheet. The nurses 
maintain a drug stock on each ward, from which the 
patients medications are dispensed. Actual nurse to 
patient drug administration is done from a drug cart. 

Ward stocks are requisitioned from the pharmacy using a 
standard hospital wide requisition book/form. Wards 
requisition and receive supplies on a daily or less 
frequent basis. Drugs are transported from the pharmacy 
to the wards in locked metal boxes, by the St James's 
internal transportation services. Recently, the 
pharmacists have been involved in reviewing ward stocks 
to assess stock levels and age of stock. 

St James's Hospital presently provides an out patient 
pharmacy service. The service is provided from the 
central St James's pharmacy. Out patient servi~e is 
provided to going home ~~tients, special clinic patients 
and prenatal clinic patien~s. 
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Going home patients are issued with sufficient medication 
to allow them to return home and have a prescription 
filled by their local pharmacist. This usually consists 
of 3 to 5 days supply. Patients come, on discharge, to 
the pharmacy and obtain their medication. 

There is also out patient dispensing done for patients 
on special medication, which would not be available at 
a local retail pharmacy. These prescriptions are filled 
on a regular basis by the St James's pharmacy. 

Prenatal clinics operated by St James's are also in 
receipt of out patient dispensing by the pharmacy. 
Considerable quantities of vitamin tablets are dispensed 
for the prenatal clinics, on a continuing basis. 

For each of the operations, i.e. inpatient, outpatient 
and clinic dispensing the present function is clearly 
one of supplying the drugs to the wards/patients as 
directed by the nurse or a prescription. No records are 
kept by the pharmacists and no review and editing of drug 
orders is carried out. Essentially no 'patient .oriented 
pharmacy is practised. 

The type of drug distribution system which is in use in the 
hospital is to a great extent the determining factor as 
far as staffing . requirements, purchasing policies and 
facilities requirements are concerned. The type of 
system is also related to the amount of involvement within 
the health care team that is desired by the hospital and 
there are extremes at both ends of the spectrum. 

Our work in this area would aim :at developing a drug 
distribution system for St James's Hospital which would 
satisfy the requirements of the various groups involved 
i.e. the patients, physicians, nurses, pharmacists and 
administration. The cost related aspects of each system 
would be evaluated in conjunction with the need for a good 
professional pharmacy distribution system. 

We would study the present method of drug distribution 
in the context of systems that are ~perating in other 
hospitals and with regard for the traditions, method of 
medical practice, pharmacy manpower, etc. required for 
St James's Hospital. . 

'. 

' . 
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Ordering/Purchasing Function 

Ordering and purchasing is performed for the purpose of 
acquiring drugs and related supplies from vendor~. 

The ordering and purchasing of drugs and related supplies 
is presently carried out by the pharmacy. Two methods of 
supply are presently in use. The St James's Pharmacy 
orders drugs from the Eastern Health Board (EHB) central 
pharmacy on a req~isition basis. This method of supply 
accounts for approximately 40% by value of the pharmacy 
non-pay expenditure. The remainder of the orders are 
placed with manufacturers and wholesalers. These orders 
consist primarily of items which are purchased in bulk 
or the EHB central pharmacy does not stock. 

Information, historical and current, is required to 
manage the pharmacy and the hospital drug situation. This 
should include information on the type, value and amount 
of drugs purchased and the supplier. At present, the 
above information is available from the order form, for 
non-EHB supplies, however, there is no compilation and, 
reporting of this information. . 

A record of purchases from the EHB is available through 
the requisitions and the EHB computer print-out, however, 
this information is presently not being made available to 
St James's. -

St James's has some pharmacy purchasing policies which 
were developed in 1978/79 in response to the rapid 

~
escalation of drug expenditure. 1hese will have to be 
reviewed ~nd the extent to which they are enforced and 
nfonitored es tahbll ,::;;. s~h;t;e;;jd-. -------.::..-------

..... 

In summary, there are present~ records maintained on 
drugs purchased and prices paid. This information is, 
however, available through the actual order documentation, 
wh{ch makes an analysis of purchasing patterns,time 
consuming,but possible. In addition to a review of the 
actual purchases, a sample audit was carried out of 
purchases in 1978 which attempted to identify the 
p'reportion of increased expenditure accounted for by 
inflation and increased prices, and increased drug usage. 

In order to improve the information readily available on 
purchasing, during the interim accounting changes we 
attempted to jntroduce some record system to the ordering 
and purchasing function. A suppliers list was developed 
and an attempt is being made to keep this up to date. This 
list includes it~ms ortleTed through the EHB and lists 
them according to manuta~~urer. Hopefully, when we b,egin 
to analyse the ordering anq purchasing patterns as part of 
this assignment, this list will provide us with a record 

' to assess recent quantities and so~rces of's~pply. We 
also introduced the practice of pricing and coding 
orders. Up to date price lists were obtained from ~he 
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suppliers and coding was to be carried out using the 
major codes established in January 1981. 

There is presently no formal inventory control system. 
Purchasing is based on a direct "want~" list system 
operated in the central pharmacy by the pharmcists and 
the ward stocks by the nurses. 

In reviewing the overall pharmacy in order to develop a 
pharmacy system, there are various functions involved 
with ordering and purchasing which must be considered. 

These' include: 

formulating r.ational purchasing policies 

determining prescribing patterns (wants) 

selecting suppliers 

negotiating terms of purchase 

In considering purchasing policies the suppliers must 
be considered, including the EHB, wholesalers, and 
direct purchase from manufacturers. As well, the 
feasibility of group purchasing must be considered. 

The recent Irjden~Management Consultant study made 
reference to purchasing policies in hospitals being found 
to be loose. We would agreed with this in relation to 
St James's Hospital. and would aim at rectifying this 
deficiency. 

Purchasing policies must be related to stock holding 
policies; forecast of future usage; analysis of past 
consumption; economic considerations such as form utility 
(p~ckage size), discount policies, dating and credit terms, 
return policies and delivery patterns; and other hospital 
policies such as payment policies. 

We would aim at developing a purchasing policy for St 
James's Hospital pharmacy, the procedures and system 
necessary to operate and monitor the policy, and a 
review mechanism which allow the hospital to alter the 
purchasing procedures and policies as situations changed. 

In addition to the actual purchasing policy and procedures 
we established in our report of January 1981 the requirem
ent for a Hospital Bru~ Formulary/Master List of Drugs 
as a key element in a pharmacy system. During the 
course of our interim work (January to April) the need 
for this list was further- substantiated. Also, the trident 
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Report (Section 25) includes a similar recommendation. 
The design of this list is discussed further in Section 2.2 

_of this proposal. 

Gnoup PunQ~ing 

St James's presently participates in a group purchasing 
scheme through the EHB. There are benefits provided by 
the scheme, however, these must be weighed against the 
inefficiencies, etc. 

There are other options to group purchasing .other than through 
the EHB which should be considered and the buyin9 of 
St James's as an independ~nt unit must be assessed a~ainst 
the benefits of group purchasing. 

B£.a.nk.e.t OMVlll, Sy.6;te.m6, Con:tJz.a.c..t6 and S;toQki.e.6.6 Pu!LQ~ing 

Blanket orders are agreements to buy all ones' require
ments of a certain item from a particular supplier for 
a certain period~ often a year, with no fixed quantities 
specified (although forecasts of requirements will be 
quoted in negotiation). 

Systems contracts are the same thing, usually with certain 
"fringe benefits" such as the supplier agreeing to reserve 
inventory for the buyer or to top up the buyers inventory 
regularly. 

Stockless'purchasing is a special case of contract buying 
where the supplier agrees to hold inventory and supply 
items on demand as required~ 

The benefits of using the above methods of purchasing have 
to be assessed in terms of the pharmacy requirements and 
the economic feasibility. 

, 

With regard to specific aspects of purchasing the following 
things should be examined. 

VOQumen:t.a:t<..on 
" 

We must ensure tpat the purchase order form gives all the 
required information clearly. This will help to minimise 
supplier error. It should also contain clear cut 
conditions of purchase which may be helpful in cases of 
dispute. Receiving doc.l{mentation should be consi.dered 
with a view to minimising,paper work. 

" 
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S:ta.ndoJr.cUzilion and Va.e.u.e. Ana.e.Tj.6,u 

In purchasing, costs are reduced when the variety of 
material to be purchased is reduced. This aspect is the 
basis of the Master Drug [1st. Ih1S analysis must include 
product type, price, size, etc. The mqve towards 
standardization will meet with resistance from users, all 
of whom have their own preferences. This makes a 
standardization committee with wide representation a 
necess1ty and the program must be backed up by hospital 
administration from the highest level. 

The benefits of standardization are clear. The savings 
in inventory cost and reduced purchase prices can be 
calculated. 

Value analysis is essentially a technique for assessing 
the real worth to the hospital or patient of individual 
purchased items. It consists principally of devising a 
series of questions which the products .value to the user 
versus the cost of alternative products. 

Inventory Control Function 

Inventory control within the context of the pharmacy includes 
those operations from the time drugs are received to the 
time they are used or returned to the supplier. Along 
with purchasing, distribution and special programs, 
inventory control is one of the four main pharmacy functions . 

. 
Inventory control includes the following operations: 

receiving 

recording 

stocking 

classification of stocks 

monitoring of stocks 

stock accounting 

inventory forecasting 

St James's pharmacy presently has a decentralised stock 
system, with drugs stored in the central pharmacy and on 
each of the wards. The stock in the central pharmacy is 
grouped into a bulk store -on shelves arranged according to 
manufacturer, and a dispensing stock arranged on shelves 
over the pharmacist's dispensing co~nter. 
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There is presently no formal method of monitoring stock 
levels. The present procedure is based on a Pwants book" 
with the pharmacist doing a visual estimation of stock 
level and re-order quantity. 

There is also substantial stock kept in each ward 
pharmacy, and no inventory control is maintained of this 
stock. 

The present procedures ' will be examined with the aim to 
provide the pharmacy with a standard stock system to 
facilitate purchasing, ordering and determining maximum 
and minimum levels and to determine the factors affecting 
use of stock and methods to maintain inventory control. 

The proper management of inventory is a key aspect in 
efficient pharmacy management. Excessive inventory 
generates unnecessary costs while an insufficient supply 
of drugs jeopardises patient treatment. 

We would establish procedures for good inventory 
management based on an appropriate assortment of drugs 
(formulary), optional number of drug units, and economic 
considerations. Inventory control should also be 
incorporated as standard procedure. We would examine 
those available such as, the visual method, want 'book, 
periodic method, perpetual method, open-to-buy, and 
economic order quantity method in order to determine 
which method would be the best for the pharmacy. Some 
procedure for determining inventory should be established 
and carried out periodically. A determination (valuation 
of stock) of the initial inventory will have to be carried 
out and will form the opening figure for the pharmacy 
stock account. There are several stock accounting 
methods available and we will consider these in respect 
to the one method most appropriate for St James·s. The 
methods include, first in first out (FIFO), last in first 
out (LIFO), and weighted average (WA). It is important 
to provide the pharmacy with a method that meets its 
requirements, but which also ties in with the hospital 
accounting and inventory management systems. 

, 
\ 
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Drug Information Function 

- The incorporation of the provision of drug information 
is one of the major functions of the modern hospital 
pharmacy. 

~ ~~)St James·s has started a drug information program related 
~~ to the dissemination of information on drugs to those 

Y/;,
L - requesting it, for example physicians and nurses. At 

~~~nQJr~ present, this is a very limited activity which has 

7 received only secondary consideration due to the heavy 
staff involvement in the drug distribution function. 

2.1.5. 

Several aspects have been incorporated within the drug 
information function by those establishing professional 
services. 

The pharmacist in many hospitals ·in Nor.th America and 
Europe is now involved with the overall supervision of 
drup therapy in order to reduce the level of adverse drug 
reactions and medication errors, which are prevalent in 
most hospitals. This is usually accomplished by the 
pharmacist being involved as a member of the health care 
team and monitoring drug therapy. 

Pharmacists must constantly review and update their 
knowledge of drug use iD order to effectively monitor the 
use of drugs in a hospital, and as a result of this need 
coupled with the requirements of the physicians and other 
staff, this has led to the development of drug information 
centres. 

Another aspect of the drug information function is the 
research aspect which includes collecting of data on drug 
use in the hospital and its analysis with a view to 
improving patient care, providing access to the accumulated 
world literature on drug use, and providing answers to 
drug use or the characteristics of infrequently used 
drugs. 

We would establish a formal role for the drug information 
function as it fits within the requirements and context 
of St James·s. 

Special . Programs Function 

The special programs function in a large hospital 
pharmacy includes sev2ral aspects~ some of which are 
presently being carried ~ut at St James·s. The standard 
special functions should all be reviewed in the context 
of St James·s requirements, ~resent and future. 

'. 
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Manufacturing,although no longer a major component of 
hospital pharmacy, is still maintained to some degree in 
large teaching hospital pharmacies. These ~ontinue to 
provide a valuable service function in the preparation of 
disinfectant solutions (as at James's) and a specialised 
function in preparing investigational products, handling 
parenteral products and in . packa~ing. 

p~e~aekag~g includes the breaking down from bulk 
pac ages to a size to dispense to the ward or patient (as 
in unit dose). This is still a major activity of St 
James's pharmacy. 

st~e P~odu~ are produced for use in the hospital 
when suitable commercial products are not available, or 
for investigational use and to administer an unusual course of 

r therapy. St James' s pharmacy wi 11 in the near future be 
l starting some sterile products manufacturing. 

ctea~ing and V~in6ectant Solutio~ are manufactured in 
most hospital pharmacies. These products are inexpensive 
to prepare inhouse while the cost of transporting them to 
the hospital and storing them would be prohibitive. St 
James's has a program, i.e. established time and procedures 
for manufacturing di~infectants. 

The situation in respect to the manufacturing,i.e. sterility 
andyyrogens, accurate labelling and identification of 
products should be examined. 

Spe,eiai P~odu~: As new medical specialities appear and 
as different techniques are developed pharmacists are being 
called upon to manufacture special preparations e.g. for 
kidney transplants, bone marrow .transplants, etc. Also 
the use .of radio isotopes in clinical medicine has grown 
rapidly during the past few years. The relationship 
between pharmacy and radiology, which now has the role in 
producing radio isotopes for nuclear medicine should be 
considered. 

St James's is already doing some special products 
manufacturing such as the preparation of cyto toxic drugs 
for use in the Haemaphjlia unit and is preparing for 
doing more in conjunction with the introduction of bone 
marrow transplants. ' 

'. 
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Special advise and procedures should be sought and 
developed in relation to the manufacture of these prepar
ations. Patient and staff safety must be of prime concern 
in the preparation and administration of these toxic 
substances. Our advisor, Dr Norman Harris, during his 
visit in March discussed some of the manufacturing 
procedures, equipment and facilities with the 'chief 
pharmacist and identified some major deficiencies in 
relation to the preparation of these special products. 

IV AdcLU.i..ve, PltogMm - Presently at St James' s all IV 
additives are prepared on the wards by the medical staff 
and nurses. Pharmacy purchase the IV solutions and the 
additivies but is not involved in their preparation. 
Pharmacy responsibility for intravenous admixtures in 
hospitals arises from the fact that they must ensure the 
safety of the patient in the use of drugs. When drugs 
are added to IV solutions there is a need for aseptic 
techniques in a clean environment, incompatibilities must 
be avoided, the bottles must be clearly labelled and 
calculations of concentration and dose must be made. 

In most hospitals, these requirements are met by 
pharmacists working in a clinical environment. 
Also, pharmacists usua.lly have a say in' ~olic1es for the 
use of IV ·additives as both are' an essential part of ' , 
the pharma£ists involvement to establish the safe ,use of ' 
drugs in the hospita14 

Research is generally one of the neglected areas of hospital 
pharmacy. Teaching hospitals are usually committed to 
research and a large number of projects are usually in 
progress, however, pharmacists are rarely involved: 

1 

St James's pharmacy is presently involved in three drug 
clinical trials. The involvement includes the safeguarding 
and dispensing of the drugs to patients. 

The link of St James's Hospital to the Trinity College 
medical school and pharmacy school should be considered 
and a policy on the pharmacies involvement developed, 
whereby, the hos~ital would benefit from such ·projects . 

. ~. 

2.1.6. Administration Function ... 

In all too many instances; the administration function in 
hospital pharmacies is relagated to the little time 
remaining after the drug distribution and other activities 
havi been attended to. This is certainly the situation 
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which presently exists in the St James·s Hospital pharmacy 
-despite the staffs commendable effort in meeting all the 
tasks required of them. It is now important and timely 
to consider the administration function as a separate, 
and important one. 

The administration tasks in any large hospital pharmacy 
consist of preparing policy on administration matters such 
as product change, packaging, purchasing, inventory 
control, assignment of duties and drug distribution. 
There is also a requirement for maintaining communications 
with other departments, administration and the medical 
staff. The establishment and implementation of drug 
policies through the hospital pharmacy committee is an 
essential pharmacy administrative responsibility. 
Organising educational programs is another area of 
administration which is required. On the financial side, . 
budgets must be prepared, financial reports submitted and 
discrepancies explained. 

The administrative duties -sAeuld ac::count for a·sign"ificant 
preportion ' of the chief pharmacist·s time. Careful priorising 
of time and responsibilities and delegation to appropriate 
staff is required in order to fulfill the mandate of the 
pharmacy. 

Throughout the review and systems design we will involve 
the chief pharmacist and the staff in the detailed work 
and will ensure that the administrative requirements of 
each function and the department as a whole, are detailed 
and incorporated within the system. 

Mana.geme..u: I n6otuna:t<.on 

In our January 1981 Report (Section 6.1 to 6.6) we provided 
'Samp 1 e reports whi ch . could be produced·. from the neW" integrated 
Financial and Management information System. These sections 
are reproduced and included in Appendix 1 for reference. 

Within the context of the pharmacy system design we would 
consider it necessary for administrative purposes to produce 
in report form whatever management information could be 
derived from the dedicated pharmacy system. This would 
certainly include those reports illustrated in Table 6.7 to 
6.11 of the January 1981 report. The pay component of the 
pharmacy could be included in the system and be included 
in the management information reports if considered useful. 

, . 
" 

) --
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2.2. Drug Data Base 

In the final report (January 1981) on the Development of Financial 
Systems in St James's Hospital we made recommendations (Section 
5.11) that a drug data base be developed for St James's to act 
as the core of both the pharmacy stores and patient systems. 
After having carried out various additional studies within the 
pharmacy during the course of the implementation of our interim 
accounting procedures it reinforced our view that the drug data base 
was required and was feasible. 

In the course of this review we were made aware Of recommendations 
made by the St James's Hospital Committee on Drug Expenditure in 
1978 which support our view of the need far an approved "Jist Of 

j
drugs, a 1· . n e of dru s withi n each rou to be stocked 
and the need for a drug concordance an ormulary tD be used" by 
prescribing doctors. 

The recently published Report on The Review of Arrangements for the 
Supply of Drugs and Medicines, in Section 25, makes recommendations 
for the development of a major drug list and the introduction of 
such a list for hospitals (25.3). 

We would envisage the drug data base incorporating a master drug 
list but as stated in our former recommendations being much more 
comprehens i ve. Consul tati ons: woul d "have to be carri ed out with 
pharmacy, medicine and nursing and others as required to guarantee 
that the data base would meet each groups requirements. The 
master drug list, in itself, is a sensitive issue since it involves 
requiring doctors to make some sacrifice of prescribing freedom, 
and this will have to be dealt with accordingly. 

The information to be contained in the data base is an important 
consideration which we will work closely with the medical, nursing 
and pharmacy staff in determining. Other equally important 
considerations involve the organisation of "the information into the 
most usable format and the development of the procedures that are 
required to ,keep the information up to date and usable within the 
overall context of the system. 

A list of the drugs which are presently being stocked or have 
recently been purchased by the St James's pharmacy will be 
compiled. Formularies which have been developed by other agencies 
such as the EHB/PSI/IMA, the new British formulary, the American 
Hospital Association and the Ontario Hospital As~o~iation will be 
reviewed and assessed for ideas. The present G.M.S. list and the 
findings of its use during our interim studies will be reviewed. 

~
There are some pharmacy computer software packages available on 
the market which have specific formated drug lists and these will 
be examined. -

~ ~.... ~ 

This review should enable the worRing group to establish the format 
and general type of content which -they feel would be most appropriate 
for use in St James1s. 
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Once the format and content of the drug list is determined and 
the components ' of the data base are detailed the actual drugs 
which will be included can be worked out. This will require 
considerable medical and pharmaceuitcal input as well as an 
evaluation of cost and purchasing aspects. 

2.3 S'taffing, and Workload 

1 

2.4. 

The St James's pharmacy presently has a staffing establishment of 
5 pharmacists, with 4 pharmacists presently employed. Numerous 
complaints of understaffing have been encountered during the 
course of our original and interim assignments. 

The workload aspect associated with pharmacy and drug distribution 
has many associated factors. The workload division can vary but we 
have established four easily discernable divisions; administration, 
dispensing, drug information and special functions. A correlation 
between the pharmacy workload and patient census can be made but 
seldom has it been a usef~l measurement. 

We will carry out a workload analysis using standard units of 
time based on the 4 work divisions. Both the present system and 
the possible new systems will be analysed. Consideration will be 
made of the total drug distribution system, including staff time 
taken to dispense medication to the patients and to order drugs 
for ward stock (nursing functions). 

In making any recommendations, the procedures will be important 
however, we will also consider the types of personnel which carry 
out the functions. Our review will go beyond the present types, 
i.e. pharmacists and nurses to include prospective types such as 

,clerks, storesmen, pharmacy te~hnicians. 

Role of St James's Pharmacy with Reference to Trinity College 

St James's pharmacy presently has some teaching responsibilities 
to the medical, nursing and pharmacy students. It participates in 
the pharmacy apprentiship program by having one or two pharmacy 
students involved for a 6 month to one year internship. 

St James's, however, is the major teaching hospital for Trinity 
College, and it is important at this time, in view of the 
development program and this system design, to determine ~he role 
of the pharmacy school. We would expect that a special 
significance should be attacbed to the St James's pharmacy 
because of its relationship to 'Trinity College, and this 'would 
understandably require certain fu~ctions to be incorporated within 
the system. 

'. 
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Careful examination of this area will -be made and" we feel it ;s 
<] essential to involve" someone from the pharmacy school in the 

design, perhaps on the steering committee. , 

2.5. Facilities 

The physical facilities of the pharmacy must be compatible with 
the functions performed by the pharmacy and be of a nature to 
allow for an efficient and safe service to be provided to the 
hospital. 

The facilities must be considered in respect to the master plan 
for the new St James's and with reference to the system in 
operation. 

The present pharmacy is situated in a temporary building 
behind the administration building. It is a one storey, separate 
facility divided into:-

a receiving and bulk storage area 
a dispensing and storage area 
a clean manufacturing area 
two offices 
a coffee room 

a WIC 

The present facilities will be examined in respect to their 
adequacy for the proposed systems and operation. 

The pharmacy ward stock areas on each of the wards and in the 
operating theatre should be considered part of the pharmacy space 
and must be ~ssessed for their space and environmental adequacy. 
Areas used for sterile preparation and IV additives should also be 
included in the review. 

2.6. Data Processing 

Data processing has now become an integral part of many hospital 
and retail pharmacy operations. The extent of programs which 
have been computerised varies according to the size, and type of 
operation and other individual hospital requirements. 

SKC recommended in the January 1981 report that pharmacy be an 
integral part of the overall systems and data processing development 
at St James's and that a pharmacy system be implemented as an 
early priority within the total s1stems procedure. 

?~ 
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The extent to which activities within the pharmacy should be 
computerised will be forthcoming when we examine the procedures 
required for the new pharmacy operation. 

The type of data processing software and hardware which will be 
required will arise out of the review and recommendations on 
procedures and systems and the extent to which both are 
available in package form and have to be adapted. Consideration 
will then be required of how the pharmacy system will link with 
the proposed integrated systems and if separate hardware is 
required. 

There are several computerised pharmacy systems with which we are 
a 1 ready fami 1 i ar and when ,the system des i gn is determi ned we wi 11 
search the market further to ascertain if there are suitable 
packages and hardware available. 

The decisions on the hardware and software which are made on the 
overall system for the hospital will have a major bearing on 
what is feasible to consider for the pharmacy . If these decisions 
are not made by the time the pharmacy system is ready for data 

/ 

processing assessment a small separate ' system can be chosen for 
Jthe pharmacy which could later link into whichever overall system 
,was se 1 ected . . . 
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3. GENERAL METHOD OF APPROACH 

For each of our assignments, SKC establishes a certain method of 
approach which in our experience we feel will produce the best results 
and will equip the hospital staff with the knowledge and expertise 
to implement and operate the new system. 

3.1. Steering Committee 

3.2. 

3.3. 

It is our normal practice to renort at regular intervals 
to a Steering Committee set up for the purpose of moni.toring 
the assiQnment. We suggest that St. James's Hoipital arpoint 
such a Steering Committee for this assignment and that members 
should be representattve of the various major user groups, 
administration, (medical, nursing, and hospital), the Board 
and the Department of Health. 

Co-Ordinating Staff ~ ~ ~~~~t{t1 

In addition to setting up the St~ing Com;ill;;;.t~ug~est 
that a member of the staff of St. James's be assigned the 
role for liaison and internal co-ordination of the system 
design. This suggestion follows in line with our recommendations 
made in the ,January 1981 Report for the appoi ntment of a full 
time co-ordinator for the systems development (Section 9.2) 

Horking Groups 

As seen in Section 2, we have divided the system design work 
into several discrete components which will be worked on 
separately and then brought together when appropriate. Each 
of these components sQpuld have a separate working group---
established which \'1ill be responsible for working throu~lh the 
various options, providing direction and information, and 
communication with their respective colleagues and staff. 
This approach in our experience in systems design nroduces 
a superior and more readily acceptable product than that 
produced by consultants working in isolation and presenting the 
systems desi g'n as a "fait accompl it II • 

The selection of the working group members should be one of 
the first steps in the assignment and will have to be carried 
out carefully, being cognisant of the time commitment reCluired, 
the abi 1 i ty of the person to functi on ina \'lOrki ng group and 
the responsibility for negotiating and communication with 
colleagues and staff tha~ each member has in order to'ensure 
concensus. 
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The working group should be small in number - a maximum of 5 
members is suggested. An ·SKC consultant" w"ill "he " rkin group 
and will be responsible" or uClng e documentation. 

Each working group will be assigned specific responsibilities and 
tasks in line with the requirements of the specific assignment 
component, and once these are achieved the group will be disbanded. 

3.4. Consulting Team 

To carry out this system design we have assembled a team of 
consultants with considerable expertise and experience in the 
varied area which comprise this assignment. From SKC we will draw 
on consultant expertise in: 

Health care 
Pharmacy 
Stores and inventory management 
Stores accounting 
Financial analysis 
Industrial engineering 
Systems design 
Data processing 

As well as the above expertise and due to the specific detailed 
pharmacy input required in this study in order to develop the drug 
data base and to develop policy on drug distribution systems. 
SKC has enlisted the support of an associate, Dr Norman Harris, 
Professor of Pharmacy, University of London. Dr Harris will 
provide expert advise and direction on specific aspects of the 
assignment, and will arrange site visits and presentations in the 
U.K. as we r,equest. In selecting the SKC consultancy team we have 
tried, where. feasible, to choose consultants who have been 
involved in the previous assignments at St James's Hospital. The 
consulting team is described in greater detail in Section 4. 

3.5. Work Space 

A
u ing this type of an a~~ignment it is imperative that the 
rking sessions" and meetings proceed on time and without undue 

interruption. We suggest that a room be provided by St James's 
. for the course of the assignment to serve as a project and meeting 

room. This room should be suita~le to accommodate up to 8/10 
people. ' 
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3.6. State of the Art and Site Visits 

As mentioned in Section 2, each of the components of this 
assignment have been developing in this country and elsewhere along 
varied routes. It will be necessary, therefore, that a review of 
the state of the art for each functional component of the system 
be carried out prior to proceeding to any system description and 
option decisions. 

The review of the state of the art should include a review of the 
available literature and site visits to a selected number of 
functioning operations. 

The consultants with the assistance of the St James's and 
Department of Health staff. will undertake the review of the 
literature. The working groups should be the bodies\Mhich undertake 
the assessment of the state of the art as it applies to St James's 
Hospital, and they should participate in the site visits. 

3.7. Systems and Policy Review 

For each of the aspects under consideration it will be necessary 
before proceeding to systems design to document the present 
operating systems and policies. Some of the system documentation 
has already been done as part of our previous assignments. It 
now remai.ns ,to bring it all into line with what is required for the 
systems design. New system ,development must take the existing 
into consideration and either develop from that base or' 
devise a totally new system and policies with the necessary 
bridging steps. 

Each of the aspects under review will have their own typical 
methods of review applied. These will vary because of the different 
nature of each area from purely consultative techniques to the 
scientific techniques required for as an example, calculating 
economic ord~r quantities (EOQ). 

A description of the methodology used in each area will be 
included in the documentation of the assignment. 

3.8. Master Program 

St James's is now in the pr-ocess -of a major development program 
which includes the addition of new, pregrammes, specialities and 
facilities to the present St james's site.As part of this 
assignment, we must familiarise'purselves and the working groups 
with these developments and their,timing. It is imperative that 
the new pharmacy system be able to 'easily and adequately 
accommodate the new deve,lopments as requi red. 
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In order to e~sure that such co-ordination will be achieved we 
would suggest that the review be carried out early on in the 
assignment and that once the system design is finalised that a 
master program be prepared. The master program should be updated 
periodically to accommodate any development changes and system 
alterations. 

3.9. Procedure Manuals and Techniques 

As well as the documentation and material which have to be produced 
for the systems design we would produce a~~cedura manual for each 
of the functional areas within pharmacy WhlC woul integrate into 
a policy and procedures manual for pharmacy. 

The procedure manuals would include documentation of the poli~ies 
and premises upon which the operations are based, the detailed 
procedures for each activity, the levels of authority, the forms 
and document~tion, and the method for making alterations to the 
procedures. 

~ft may. also be useful to St.James·s Hospital for SKC to produce a 
~ techniques manual, which would provide the staff with an 

~nation df the basic techniques that we used in each area to 
determine specific .policies and/or procedures. This could be used 
on a continuing basis by the St James·s staff and would,allow them 
to update the actual basis on which the system is based as the 
policies or eircumstances alter. This techniques manual would 
incorporate the data process i ng procedures. 'requi red to enter the 
alterations into the system. 

\ 

, , 
. , 
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3.10. Sxstems Design 

It is the intention within this assignment to carry the work through 
to the detailed systems design phase and then beyond that in the next 
phase to implementation. 

In our January 1981 Report we have described in Section 9 
Implementation Plan the steps that should be followed in detailed 
systems design. These steps are wholly pertinent ·to the 
Pharmacy system. 

As can be seen from the systems design steps which are outlined 
below (from Section 9.8 ~ to - 9.~1 of January 1981 SKC Report)) we 
are recommending that packaged software be used. This software most 
probably will require some tailoring to St James's requirements. 
However, in our opinion it is a better method of approach than 
developing new software. 

The matching of user requirements with package facilities can best 
be done through attending demonstrations of the systems, carrying 

out pilot runs with user data and specifying any amendments or 
modifications required. 

As part of the systems deSign, the clerical routines and computer 
procedures should be examined, including the following: 

input specifications 
file and record formats 
processing and control procedures 
output reports 
document design 
security procedures 
coding structures 
file take-on procedures 

It should be remembered that whereas the proposed systems requirements 
are likely to be met by packages, the user has this opportunity to 
have some customised tailoring carried out to meet his needs more fully. 

The system design must be agreed upon and all design 
specifications formany signed off prior to programming commencing. 

Any systems development, iQ the form of additional programs, system 
enhancements and modifications will go through the phases: 

- . 
coding programs and / or amendments 

-' 

testing the programs ~ 

documenting the programs 

-------- - ---- ..... -.....----------------------
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After the programmers have tested their programs, the users should 
ensure that the expected output has in fact been produced. At all 
times, controls should be very closely monitored, especially in an 
integrated system. 

After each development stage user agreement is sought before 
proceeding to subsequent stages. 

In addition to program testing the user must prepare a test pack of 
data to process the full system for checking against manually 
prepared results. 

It is not uncommon for there to be some minor modifications at this 
stage due to items having been overlooked or unforseen. These 
modifications should be kept to the very minimum and avoided if at all 
possible. 

The SKC data processing staff would work closely with the design 
team in order to ensure that the system design is compatible with the 
users needs and that the development is carried out in the set time. 

3.11. Implementation 

The actual implementation of the system is the second phase of this 
assignment and will be quoted on and detailed separately. However, 
we have outlined a method of approach for the implementation stage 
of the systems development in our January 1981 Report (Section 9.12). 
Our approach outlined a number of items which have to be finalised 
prior to the systems going live, these are listed below and should 
be considered as part of the systems design phase of this assignment. 

finalise stationery design, order and receive 
prepare any special forms for file take-on 
re-organise any commonly used books to take .new codes, (e.g. 
creditors ledger, nominal ledger, cheque payments, etc) 
provide management and user staff with training and documentation 
prepare coding books as necessary 
prepare file conversion routines and controls 
prepare data for file take-on 
key enter file data 
print and check file data 
implement the system either on parallell running or on a pilot 
basis 
monitor the initial live run, Cbeck clerical controls 

. 
' ~ 
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Standard Hospital Pharmacy System 

The system design which will be prepared for the St . James's 
Hospital Pharmacy will, as it should, be designed with the 
specific requirements of St. James's. However, there are 

~
omponents common to any hospital pharmacy system which will 

be detailed in this assignment and could form the basis of a 
standard hospital pharmacy system for the Irish hospitals. Specific 
omponents which would be readily transferable are the Drug 

Data Base, the ordering/purchasing procedures and system, 
the inventorY 'control procedures and system, and possibly the 
drug distr i bution system. Work carried out in detailing other 
components may also be useful to other hospitals, for example, 
the methodology for determining staffing and workload, the 
facilities evaluation, the data processing, software and 
hardware review and specifications. 

'. 
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4 . CONSULTING TEAM' 

We have selected a team of consultants who represent the areas of 
expertise which are required for this assignment. Where possible 
we have included consultants who have been involved in the previous 
St. James's assignments. 

The Partner-in-Charge, r1ichael ~1acNamara is the senior partner 
responsible for the Management Consultancy Division of Stokes 
Kennedy Crowley and as such provides overall direction and advice 
on all management consultancy assignments carried out by SKC. 

The Project Director - Or. Cathal Lennon, will continue to nrovide 
overall supervision of the assignment and will be involved in the 
development and design of the system, and the selection of software 
and hardware. He has had a wide range of experience in the heal.th 
sector and is a member of the European Working Group on Operations 
Research applied to Health Services. 

Liz Rosenberg will provide day-to-day coordination of the assignment 
and will be primarily responsibile for the health related aspects 
of the system design and software and hardware selection. Liz has 
had extensive experience in health consultancy in Canada and the 
USA and since coming to Ireland ·in 1979, has been involved in 
several consultancy assignments including the two previous assignments 
at St. James's Hospital. 

Richard Dunnhy will be primarily responsible for the financial, 
management information and data processing aspects of the assignment. 
Richard has been extensively involved in the prior St. James's 
assignments and will continue during this assignment to have a major 
supervisory role. Specifically, he will be involved in detailing 
the purchasing and inventory control procedures and the systems 
design and software and hardware selection. 

Michael Kearns Will be involved in the development of detailed procedures 
and policies related to the purchasing and inventory control aspects of 
the assignment and the documentation of the links to the creditors 
system. Michael has an extensive background in auditing and during 
the implementation of the interim accounting changes at St. James's 
he was involved with developing the detailed procedure manuals and 
evaluating the security and controls of the systems. 

Edward Delaney will be assisting Richard Ounphy in the valuation of the 
various purchasing, stores inventory and accounting methods and 
assessing their feasibility for use at St. James's. Edwarc joined the 
SKC consultancy practice in 1980, with an academic background in 
chemistry and business administration and experience in the brewin~ 
industry. Since joining SKC he has worked on a number of assignments 
assessing the impact of technological change 1n Irish industry. 
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Richard O'Keeffe'will be involved in all the data processing asnects 
of the assignment, and specifically in the design of the drug data 
base. He has had extensive experience in designing data processing 
systems and with specific relation to this as~ignment he has worked 
on an assignmentwith COPS working inter alia on Health Board reporting 
formats. and for State and semi-State concerns has designed systems 
for stores/inventory control, purchasing, rroduction control, 
integrated nominal ledger systems and debtors/creditors/invoicing 
systems. 

Donal O'Riain will have the primary responsibility for assessing the 
adequacy of the pharmacy facilities and environmental conditions 
in relation to the new pharmacy system. Donal is the SKC, Senior 
Technical Services Consultant and has carried out similar assignments 
for various industries and companies within Ireland . 

SKC Juniors from accountin~, finance and data processing will 'be 
used throughout the assignment to carry out srecific tasks under the 
direction of the senior SKC consultants. 

Dr. Norman D. Harris will act as an associate of SKC throughout this 
assignment to provide expertise in the detailed pharmacy aspects 
and advise in all aspects of the assignment. Dr. Harris, is Professor 
of Pharmaceutics, Chelsea College of Pharmacy, University of London, 
where among his responsibilities he has been instrumental in developing 
undergraduate and graduate teaching in clinical pharmacy. 

He has wide and varied exnerience in the pharmaceutical industry, 
regional pharmacy and hospital pharmacy as well as carrying out 
advanced scientific research and teaching. 

Dr. Harris is a member of various learned societies and within the 
University of London a member of various committees, including 
ehairman of the University of London, collegiate sub-committee on 
technician training, a member of the Board of Pharmaceutical Sciences 
and the University Senate. He is also directly involved in hospital 
pharmacy and holds cross appointments to several hospitals and is 
presently Chairman of the Oxford Regional Pharmaceutical Committee and 
was responsible for the development of a policy document on the role 
of Pharmaceutical Sciences within the National Health Service. This 
policy document included aspects of hospital nharmacy such as ward 
pharmacy, information services, production and quality assurance, 
radio pharmaceuticals, education and training especially managerial 
development, and the financial aspect. 

In addition , to the staff identified, we have available ~thin the 
Irish firm and through our international affiliations with Peat, 
Marwick, Mitchell & Co., a wide range of expertise which could be 
made available to us upon request should it be required. 
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5. TIMING AND COSTS 

We estimate that the elapsed time required to complete the assignment 
would be 6 months. This would include the design of the new pharmacy system 

) and the compilation of the hospital drug data base. Implementation would 
.~% re~uire further time. 

~ ~he number of man days required for each component of the assignment is 
~ broken down in the following table. 

Manday Assignment 

1. Drug Data Base 

2. 

• 
• 
• 

Format 
Content 
Computerisation 

Pharmacy Functions 

• Drug Distribution 

• Ordering/P~rchasing 

• Inventory Control 

• Drug Information 

• Special Programs 

• Administration 

3. Staffing 
4. Facil ities 
5'. ' Rol e 

' . J 

6. Detailed Systems Design 
:-. ' • Input Specifications 

• File and record fdr~ats , 

• Processing and Control 

• Output Reports 

• Document Design 

• Security Procedures 

• Coding Structures 

• File take-on Procedures 

10 
25 

15 

50 

Policy/Procedures 

Procedures 
, 

'. '. 

, 

10 

10 

10 
5 

5 

5 

45 

5 

5 

5 

8 

2 

2 

3 

5 

2 

5 
.f 

3 

30 

D.P. -
5 

10 

10 
5 

3 

2 

35 

" : 

1 

J 



7. Meeting and Site Visits 
8. Associate Consultancy 

Tota 1 200 Days 

---

28. 

15 

10 
25 

Professional fees are based on the above time input and amount to £60,000 
~ 

Expenses are charged as incurred and while it is not possible to estimate 
these precisely we estimate a maximum of 10% of the fees. The expenses 
would primarily include travel and accommodation costs for data processing 
investigation and site visits and for the expenses of our associate 
consultant. 

VAT at 10% is chargeable on both fees and expenses. 

Unvoices are issued monthly in arrears for fees and expenses. 

'. 
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6.4. Systems Illustration 

To test the adequacy of our proposed outline design, we have 
taken two specific examples of cost centres, to illustrate 
how the information would be reported. The two cost centres 
are : 

Medical Intensive Care 
Pharmacy 

i.e. one from Medical Services and one from Medical Support. 

Tables 6.3. to 6.6. deal with the build up of payroll ~ata 
from cost centre level, through the groupings to final 
management reports. This example is treated only 
for Medical Intensive Care but applies equally to Pharmacy. 

Tables 6.7 to 6.11 deal with Pharmacy, stock control. We 
have emphasised elsewhere that the'introduction of stock 
control should be given a high priority for implementation. 
This is necessary for proper stores accounting and 
control and also for Use in the responsibility accounting 
concept. 

Tables 6.12 to 6~14 show some examples of the typ~ of 
statistics which are proposed to come from the system. Like 
all of the tables, these, are samples only and in the detail 
design phase they can be altered to suit the users as 
necessary. 

Table 6.15 shows how all the financial data and statistics can 
be incorporated to provide comprehensive information for 
specific areas. We have chosen the Medical Intensive Care 
Unit to illustrate the report. 

\, 

\ 
)-



Table 6.3. PAYROLL DETAILS REPORT 

This report provides the department head with payroll 
expenditure details for that department, with analyses 
by grade and by type of pay. 

FREQUENCY 

DIRECTED TO -

Monthly / Fortnightly / Weekly depending 
on pay period. 

Department Heads 

". 

iI-



~ . 

Cost Centre Basic 

Current 
Grade 1* 1000 

2 600 
3 400 
4 400 
5 2000 
6 
7 
8 

TOTAL 4400 

, 

Cumulative 
J 

Grade 1 10000 
2 " 5850 
3 4800 

, .' 4 5100 
.. 5 23500 

6 
7 

," 8 
TOTAL 49250 

*Transaction listings' to be 
available showing the 
individuals involved. 

Overt:ime Sundays .& 
Holidays . 

25 
100 

200 90 

225 190 

420 120 
300 

3120 415 

3540 835 

Night Duty Acting Shift Extra Maternity Other Absence Social Total 
Theatre etl;. Welfare 

15 1000 
15 640 

500 
40 10 -15 . -5 430 

40 20 -50 . -20 2280 

55 40 30 -65 -25 4850 

450 10450 
80 -100 -40 6330 

45 5145 
265 40 100 20 -15 -5 5505 
500 30 -200 -80 27285 

810 530 40 100 50 -315 -125 54715 
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Cu"ent Cumulative 
-

Actual Budget Variance % Actual Budget Variance % 

Medical Acute 

Ward 1 Pay 6200 7000 800 11.4 71,000 70,000 (1000) (1.4) 
Non Pay 
Total 

Ward 2 Pay 5170 7000 1830 26.1 62,000 70,000 8000 11.4 
Non Pay 
Total , 

Ward 3 Pay _8.175 8000 (175) (2.2) 72,000 80,000 8000 10.0 
Non Pay 
Total 

MEDICAt INTENSIVE PAY 4850 4600 (250) (5.4) 54,715 55,200 485 0.9 

CARE Non Pay 
, Total ,.-

: , 

Med. Haemato1ogy Pay 9250 8000 (1250) (15.6) 84,000 80,000 (4000) (5.0) 
/ Non Pay 

, Total I 

, 

Med. Qay'Hospital Pay 7400 7000 (400) (5.7) 75,000 70,000 (5000) (7.1) 
./ > Non Pay 

Total 

Wqrd 4 Pay 6550 7000 450 6.4 65,500 70,000 4,500 6.4 
Non Pay 
Total 

Ward 5 Pay 4230 4000 (230) (5.7) 42,300 40,000 (2300) (5.7) 
Non Pay 
Total 

TOTAL PAY 51,825 52,600 715 1.5 526,515 532,200 8685 1.6 

Non Pay 
Total 



Table 6.5. OPERATING REPORT - SUMMARY BY SERVICE 

This table shows how· the total for Medical Acute compiled 
in table 6.4. can be incorporated with other service totals 
to provide overall expenditure for current period and 
cumulative . Budget comparisons and variance percentages 
are again shown to provide management with indicators as 
to how the total hospital is pe~forming. 

The various sub divisions of Medical Services Outpatient, 
Medical Support and General Services would a~so be shown 
to the same level of detail. 

FREQUENCY 

DIRECTED TO 

Monthly / Quarterly / Annually 

Functional Managers 
Senior Administration 
Chief Executive Officer 

" " , 
" 
" 

\ , , 
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TABLE 6.5 OPERATING !tEPORT - SUMMA~Y BY SERVICE 
.. 

-

Current Cumulative 
Actual Budget Variance % Actual Budget Variance % 

Medical Services - Inpatient 

MEDICAL ACUTE PAY 51,825 52,600 775 1.5 526,515 535,200 8685 1.6 
Non Pay 
Total 

Medical Long Stay Pay 40,000 38,000 (2000) (5.3) 400,000 400,000 - -
Non Pay - . 
Total 

TOTAL INPATIENT PAY 91,825 90,600 (1225) (1.3) 926,515 935,200 8685 0.9 
Non Pay 
Total 

, 

Medical Services - Outpatient 100,000 85,000 (15,000) 
" 

(17.6) 900,000 850,000 (50,000) (5.9) 
.' 

. , , 

Medical ~utiport 215,000 175,000 (40,000) (22.8) 2,000,000 1,750,000 (250,000) (14.3) 
,/ . 

General Services/Support 140,000 150,000 10,000 6.7 1,750,000 1,500,000 (250,000) (16.7) 

'-t 

Overall Total 546,825 500,600 (46,225) (9.2) 5,576,515 5,035,200 (541,315) (10.7) 



Table 6.6. SU~1~1ARY OPERATING REPORT 

This table provides management with higher level totals only. 
If further investigation of any figure is required, it is 
possible to trace figures back through the various tables 
6.5.,6.4., and 6.3. 

FREQUENCY 

DIRECTED TO 

Monthly / Quarterly / Annually 

Functional Managers 
Senior Administration 
Chief Executive Officer 
Executive Committee 

, , 



TABLE 6.6 SUMMARY OPERATING REPORT 

Cu"ent Period Cumulative 
Actual Budget Variance % Actual Budget Variance % 

Medical Services 
- Inpatient Pay 91 ,825 90;600 (1225) ( 1.3) 926,515 935,200 8685 0.9 

Non Pay 
Total 

- Outpatient Pay 100,000 85,000 (15,000) (17.6) 900,000 850,000 (50,000) (5.9) 
Non Pay - . 

Total 

Medical Support Pay 215,000 175,000 (40,000) (22.8) 2,000,000 1,750,000 (250,000) (14.3) 
, Non Pay . / 

Total , 

. , . . ' 
, '. , 

General Se¢ces/Support Pay 140,000 150,000 10,000 6.7 1,750,000 1,500,000 (250,000) (16.7) 
Non Pay 

~ ,. Total 

To'fal Pay 546,825 500,600 (46,225) (9.2) 5,576,515 5,035,200 (541,315) (10.7) 
Non Pay 
Total 



Table 6.7. PURCHASES 

This ;s the first of the Pharmacy Stock Control reports. 
For stock control/stores accounting it'is necessary to 
have adequate control over the stock levels, and to 
get sufficiently detailed information regarding stock 
movements. The examples we show in tables 6.7. and 6.8. 
are purchases (in) and requisitions (out). These 
statistics are further used in 6.10. and 6.11. to provide 
the department head and hospital management with useful 
information. Table 6.11. is especially necess'ary for 
Responsibility Accounting. 

In table 6.7. Pharmacy Stock purchases are categorised 
by individual drug within drug category. Information 
is given by quantity and price, and supplier data is 
shown for use by the Pharmacy staff. 

FREQUENCY 

DIRECTED TO 

Weekly / Monthly / Quarterly / Annually 

Pharmacy Department Head ', (weekly) 
Medical Support Managers (monthly) 
Finance Department (monthly) 
Finance Committee (quarterly) 

, 

I 

I 
, I 



TABLE 6.7 PURCHASES --

St. James's Hospital Date 

Phannacy Stock Purchases 

Drug Code Amount Unit Unit 
Price 

£ 

1 10 10 25.00 

2 50 50 15.00 

5 20 I 2.00 

TranquiliseIS 80 

10 10 50 2.75 

. Local Antiseptics 10 

TOTAL 90 

f Alternatively this report could be printed in supplier code sequence} 

'\ 
" 

Total 
Value 

£ 

250.00 

750.00 

40.00 

1040.00 

27.50 

27.50 

1067.50 

Supplier 

XYZCo. Ltd 

XYZ Co. Ltd 

Drug. Ltd. 

EHB 



Table 6.8. REQUISITIONS 

Pharmacy stock is requisitioned by individual wards and 
units. This report shows the individual drugs, within 
drug categories which have been requisitioned for the 
current period. Quantities and values are shown, as well 
as the cost centre which has requisitioned. If more than 
one cost centre has requisitioned the same drug, individual 
data is shown (see drug code 10). 

The method of valuation in this example is FIFO (first in, 
first out). The final method would be decided at the detail 
design phase. 

FREQUENCY 

DIRECTED TO -

Weekly / Monthly / Quarterly / Annually 

Pharmacy Department Head (weekly) 
Sub Cost Centre Managers (weekly) 
Medical Service Manager (monthly) 
Medi ca 1 Support ~1anager ·(monthly) 
Finance Department (monthly) 
Finance Committee (quarterly) 
Executive Committee (qua~terly) 

'. 



TABLE 6.8 REQUISITIONS 

St. James's Hospital Date 

Phannacy Stock Requisitions 

Drug Code Amount Unit Unit Total Sub. Cost Centre 
Price Value 

1 40 10 20.00 200.00 I.C.U. 

2 10 50 10.00 100.00 Ward 1 

3 5 5 2.50 12.50 Haematology 

4 75 5 2.00 150.00 I.C.U. 

Tranquilisers 130 462.50 
--

6 8 5 10.00 80.00 . Med. Day H. 

10 5 50 2.00 10.00 LC.U. 

10 5 50 2.50 12.50 Ward 3 

11 26 1 100.00 2600.00 SurgicaII.C.U. 

Local Antiseptics 44 2702.50 
--

TOTAL 174 3165.00 .* 

*Applied automatically by the system 

, 
", 

, . , 



L 

Table 6.9. STOCK CONTROL 

This report takes the information shown in tables 6.7. and 
6.8. and applies it to the opening stock in hand to 
report the stock at the end of the period in question. 

In practice, the stock levels would be continuously updated, 
but this report is useful for examining trends. 

FREQUENCY 

DIRECTED TO 

Monthly / Quarterly / Annually 

Pharmacy Department Head (monthly) 
Finance Department (monthly) 
Finance Committee (quarterly) 

' . 

" ... 



TABLE 6.9 STOCK CONTROL 

St. James's Hospital Date 

Stock Control Report 

Drug Opening Stock Purchases Requisitions Oosing Stock 
# £ # £ # £ # £ 

1 130 2450.00 10 250.00 40 200.00 100 2500.00 

2 310 3100.00 50 750.00 10 100.00 350 3750.00 

3 100 250.00 5 12.50 95 237.50 

4 300 600.00 75 150.00 225 450.00 

5 20 40.00 20 40.00 40 80.00 

Tranquilisers 860 644CJ.00 80 1040.00 130 462.50 810 7017.50 

6 30 300.00 8 80.00 22 220.00 

7 100 5000.00 100 5000.00 

8 400 2000.00 400 2000.00 

9 94 164.50 94 164.50 

10 20 47.50 10 27.50 10 22.50 20 52.50 

11 30 3.000.00 26 2600.00 4 400.00 

Local Antiseptics 674 10,512.00 10 27.50 44 2702.50 640 7837.00 

TOTAL 1534 16,952.00 90 1067.50 174 3165.00 145014,854.50 

see Table 6.7 see Table 6.8 

'. 

-~-- .. __ ... . ~ . ~ . ~ . . ... . - -- . ..... 



Table 6.10 DRUG UTILISATION 

This report provides the hospital with much-needed statistics 
with which to contrQl the use of drugs. Current and 
cumulative information is shown by quantity and value, ana 
current prices can be used in attempting to formulate policy. 

FREQUENCY - Monthly / Quarterly / Annually 

DIRECTED TO - Pharmacy Department Head (monthly) 
Medical Functional and Cost Centre Managers (monthly) 
Finance Department (monthly) 
Finance Committee (quarterly) 
Executive Committee (quarterly) 

' . 

" 

, 
'. 

'. 



6.10 DRUG UTILISATION 

St. James's Hospital Date 

Utilisation Statistics (By Drug) 

This Month 
Drug Code # £ 

1 40 200.00 

2 10 100.00 

3 5 12.50 

4 75 150.00 

5 

Tranquilisers 130 462.50 

6 8 80.00 

7 

8 

9 

10 10 22.50 

11 26 2600.00 

. 
Local Antiseptics 44 2702.50 

TOTAL 174 3165.00 

see Table 6.8 

Year fo Date 
# 

300 

90 . 

15 

175 

580 

12 

15 

50 

100 

30 

207 

£ 

1600.00 

780.00 

30.00 

400.00 

2810.00 

115.00 

700.00 

250.00 

200.00 

3000.00 

4265.00 

'. 
\ 

.\ , 

Stock 
# £ 

100 2500.00 

350 3750.00 

95 237.50 

225 450.00 

40 80.00 

810 7017.50 

22 220.00 

100 5000.00 

400 2000.00 

94 164.50 

20 52.50 

4 400.00 

640 7837.00 

1450 14854.50 

Current Price 
£ 

25.00 

15.00 

2.50 

2.00 

2.00 

10.00 

50.00 

5.00 

1.75 

2.75 

100.00 



Table 6.11. COST CENTRE DRUG UTILISATION 

The merger of stock control statistics and Responsibility 
Accounting information is aided by this report. The 
amount and value of individual drugs requisitioned by 
individual cost centres t totalled by drug category and 
service area, provides management and department heads with 
the necessary control information. 

FREQUENCY 

DIRECTED TO 

Monthly / Quarterly / Annually 

Pharmacy Department Head (monthly) 
Medical Service Cost Centre Managers (monthly) 
Medical Service ·Manager (monthly) 
Finance Department (monthly) 
Finance Committee (quarterly) 
Executive Committee (quarterly) 

, , 

; -



TABLE 6.11 COST CENTRE DRUG UTILISATION 

St. James's Hospital Date 

Utilisation Statistics (by Cost Centre) 

This Month Year to Date 
# £ # £ 

Medical Acute 

Intensive Care Unit 

Drug 1 40 200.00 80 375.00 

2 40 350.00 

3 5 10.00 

4 75 150.00 75 150.00 

Tranquilisers 115 350.00 200 885.00 

Drug 10 5 10.00 50 225.00 

11 10 100.00 

Local Antiseptics 5 10.00 60 325.00 

TOTAL 120 360.00 260 1210.00 

Ward 4 

TOTAL 174 3165.00 1450 14854.50 

see Table 6.8 



Table 6.12. SUPPORT COST CENTRE STATISTICS 

This is the first example of support cost centre statistics 
reporting. Like all other reports, the detail can be 
altered during the detail design phase of implementation. 

In the example shown in table 6.12. the Medical Intensive 
Care Unit's use of the services provided by the Radiology 
Unit is shown in comparison to the other areas comprising 
the Medical Acute ser.vice. 

This information will be of value to the head of the Radiology 
Unit for collation with the cost centre expenditure reports 
for that area. If, for example, costs have risen above 
budget, it could be that the amount of tests have also risen 
substantially. 

FREQUENCY 

DIRECTED TO -

Monthly 

Medical Intensive "Care (sub .Cost Centre) Manager 
Medical Acute (cost centre) manager 
Medical Service Manager, 
Radiology Department Head (cost centre) 
Medical Support Manager 

, , 

, , 
\ , 



6.12 SUPPORT COST CENTRE STATISTICS 

Total Test 1 Test 2 Test 3 Test 4 

Radiology Dept. 

Medical Acute 

Ward I 12 10 2 

2 14 8 4 

3 13 8 3 1 I 

Med.ICU 79 40 19 14 6 

Haematology 33 29 4 

Day Hospital 6 2 

Ward 4 12 6 2 2 2 
I: 

5 8 4 I .3 
Ii 

Ii 
Total 177 107 35 20 15 

I 

Medical Long Stay 

1 
__ ,.r 

" 



-
Table 6.13. WARD STATISTICS 

In this report the costs from table 6.4. are combined 
with bed complement. statistics to provide unit costs 
for ~omparison with the previous year. 

Again we have shown the Medical Intensive Care Unit with 
the other cost centres which comprise Medical Acute. Other 
services and their cost centres would have similar 
information shown. 

FREQUENCY 

DIRECTED TO -

Quarterly / Annually 

Medical Acute Manager (cost centre) 
Patient Administration Manager (cost centre) 
Medical Services Manager (functional groups) 
Func~ional Managers. 
Finance Department 
Medical Advisory Committee 
Finance Committee 
Executive Committee 

, 
'. 

, 
o' 

k , 

~ 
L 
1 



TABLE 6.13. ~AfARD STATISTICS 

Available Available Used Cumulative Last Year 
Total Cost/ Beds / Bed Days / Bed Days / % Occupancy Cost Per % Occupancy Cost Per % Occupancy Cost Per 
Period Period Period Period 'Bed Day Bed Day Bed Day 

Medical Acute: . 

- Ward 1 6200 14 - 420 358 85.2 17.32 86.0 199.66 84.5 14.50 

2 5170 13 390 341 87.4 15.16 87.0 18.27 85.5 14.00 

3 8175 20 600 440 73.3 18.58 80.0 15.00 81.5 12.75 

I.C.U. ' 4850'!' 6 180 144 80.0 33.68 88.0 34.54 88.0 25.00 
" , 

" 

Haematology 9250 16 480 417 I 86.9 22.18 88.0 19.89 88.5 16.50 - , 

' / 
, 

D,a.y Hospital 7400 15 450 385 85.5 19.22 86.0 19.38 85.5 15.75 
/' -. , 

4 6550 . 15 450 360 80.0 18.19 83.0 17.54 85.0 14.50 

'1 
5 4230 12 360 314 87.2 13.47 88.0 13.35 87.5 12.00 

- TOTAL 51825· 111 3330 2759 82.8 18.78 85.24 18.55 85.0 15.50 
, 

-

*see Table 6.4 



TabJ e 6.14. PATIENT STATISTICS - SUM~lARY 

This table is an example of a total summary report for 
management which is cumulative (in the example it appears 
as ten months, as shown by the number of bed days compared 
with table 6.13.) 

The ability to produce average length of stay, turnover 
interval and turnover rate is very important for reporting 
yearly statistics to the Department of Health. 

FREQUENCY 

DIRECTED TO -

Monthly 

Patient Administration Manager (cost centre) 
Medical Acute Manager (cost centre) 
Medical Services Manager (functional group) 
Medical Advisory Committee 
Executive Committee 

, , 

' . 



TABLE 6.14 PATIENT STATISTICS (SUMMARY) 

Vacant Average Turnover 

Bed No. Bed Occupied Available Admissions Discharges % Bed Length of Interval Turnover 

Complement Days Bed Days Bed Days & Deaths Utilisation Stay (days) (days) Rate 

Medical ServiceS· Inpatient 
/ 

Medical Acute 111 ~\' 33300 31716 1584 1150 1200 95.2 26.4 11.32 10.8 
. 

Medical Long Stay 120 36000 35500 500 420 425 98.6 83.5 1.18 3.5 

Geriatric 100 30000 27500 2500 300 310 91.7 88.7 8.06 3.1 

Total 331 99300 94716 4584 1870 1935 95.4 48.9 2.37 5.8 I 

I 
*see Table 6.13 --

.' 

.' 

" 

", 

.•. 



Table 6.15. COST CENTRE FINANCE / STATISTICS REPORT 

We have included this report to show how overall 
management information can be produced for individual 
cost centres. Table 6.15 comprises data which has been 
reported upon in tables 6.3. to 6.14. 

For example, the .pay details are shown in tables 6.3. 
and 6.4., the pharmacy requisitions in table 6.11, and 
the radiology utilisation statistics in table 6.12. 

Note that sections 1 and 2 of table 6.15. are shown by 
value and sections 3 and 4 by quantity only. At a later 
stage of development, these quantities could be valued by 
the use of allocation codes and parameters. 

FREQUENCY 

DIRECTED TO 

Monthly / Quarterly / Annually 

Cost Centre Managers 
Finance Department 
Functional Managers 

, 
'. 

' .. 

'. 

i , 

" I 

i , 

f 



TABLE 6.15 COST CENTRE FINANCE/STATISTICS REPORT 

Cu"ent Cumulative 
Actual Budget Variance % Actual Budget Variance % 

Cost Centre: Medical Acute 
Sub Cost Centre: Coronary Care (ICU) 

1. Pay: 4850 4600 (250) (5.4) 54,715 55,200 485 0.9 

2. Non Pay - Supplies: 
Pharmacy 360 200 (160) (80.0) 1210 2000 790 39.5 
Central Sterile 

- Supply- ' --SO 50 - - 400 500 100 20.0 

- Senrices 

Total 5260 4850 (410) (8.4) 56325 57,700 1375 2.4 
I 

I 

; I . 
3. Utilisation Stats'. 

, " ' Lab. requests 90 600 
, Radiology 

- , ~ .' requests 79 850 

- Lbs. laundry 2100 24,000 
I -. No. meals 180 1842 

, Transport 42 525 

" / 

4. Workload 
No. patient days 180 1800 
No. units 

supplied - -. No. patients I 

treated 10 90 

----



3 FUNCTIONAL 
GROUPINGS 
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Medical 
Services 

"2 Sub-proups" 

35 COST 
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_I ..... 

Inpatient 

~, 

I 
r 1/6 Cos1 Centres" 
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CENTRES 

/ 
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~, 
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STRUCTURE 

Medical 
Support 

~, 

"10 Cost ( entres" 

~, 

"28 Sub Cost 
Centres" 

I 

General Admin-
istrative and 
support serv'cs 

~, 

I 

"14 Cost CE ntres" 

~, 

"Approx. 25 Sub Cost Centres" 

MANAGEMENT LEVELS 

F 
S 

UNCTIONAL HEADS/ 
ENIOR ADMINISTRATION 
...... -.... 

DEPARTMENT HEADS 
1 _ 

""""" 

1 

OPERATIONAL/SUB
DEPARTMENT 
!;lEADS 
.... 
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to 
r:: .... 
(1) 

~ 
~ 



6.5. Use of Reports - As Illustrated 

The Functional Groupings, Cost Centres and Sub Cost Centres 
which we have developed after our review of the present 
St James's situation are illustrated in Appendix 3. 

Figure 6.1. overleaf attempts to relate the cost centre 
structure and management levels and to give some illustration 
of the scale of cost centres we are proposing. 

To illustrate how the previous reports - tables 6.1 . to 6.1p 
could be used in a scenario management situation and related 
to the use of information by Jevel as in Figures 5.1. to 5.3. 
we propose to work from the bottom (su~ cost centre) up 
to management level (functional groups) to Executive 
Committee level. 

Basic day to day operational data is fed into the system as 
an automatic by product of procedures. For example, when 
an order for drugs for the Medical Intensive Care Unit is 
filled in the Pharmacy, the type of drug, the number of 
units 6f the drug, the unit price, and total price, is 
put into the system. At the same time the computer is 
accumulating the drug information and the cost information 
into several data files. The information going into these 
data files can be retrieved in the report formats illustrated 
below: 

DATA 'FILE 

• Sub Cost Centre statistics for. 
drug utilisation 

• Expenditure per drug per sub 
cost centre 

. 
• Utilisation by drug showing 

expen~iture per drug 

• Utilisation statistics by drug 
showing up to date inventory 

• Utilisation statistics per sub 
cost centre by drug, amount and 
expenditure 

, 

, ' REPORT 'TABLE 

6.11 

6.11 

6.10 

6.10 & 6.9 

6.8 

To show how this information may be used let us say that 
the Pharmacy -Department Head when reviewing Reports No. 
6.9 and 6.10 notices thaf,for the month in,question the utili
sation of drug -Code 4 has r12en and tnat the expenditure for 
this drug is now taking up a sre~ter than planned portion 

, . 
\ 



of the monthly drug budget. The information is now at level 
two_ i.e. control/reporting. 

The Pharmacy Department Head, then reviews the cost centre 
drug utilisation Report Nos. 6.8 and 6.11 to see which cost 
centres are using drug code no. 4. It is discovered that 
the total utilisation for the month of drug code no. 4 was 
by the Medical Intensive Care Unit. A further r-eview of 
the utilisation shows that the month in question has been 
the only month in which drug code no.4 has been used by 
the MICU. 

The Pharmacy Department Head communicates the findings to 
the Medical Support Manager and the Medical Services Manager 
at the monthly review meeting. The information is now 
at level three i.e. operations planning. 

The Medi ca 1 Servi ces ·Manager, who has been notifi ed of the 
situation prior to the meeting has reviewed with the Patient 
Administration manager the utilisation statistics of · the f.nCU 
for the month in question and has noted that several patients 
were admitted with disease "X" requ~rifJg the drug code no. 4 
for treatment. The information is at level two - control 
reporting. The Medical Services Manager has raised this case 
at the Medical Adv.isoryCommittee meeting and has found out 
that disease "X II is reported to be increasing in the 
population, and the incidence and the impact in the hospitals 
service area should be studied further. The Medical 
Services Manager presents these facts to the monthly review 
meeting in addition to the Pharmacists report. The infor
mation has now reached level three - Operations Planning. 

The management group decides to take the following action: 

monitor the admissibns to the MICU on a weekly basis 
for disease "X" -carried out by the Patient 
Administration Manager 

M'onitor the utilisation of drug code no. 4 throughout 
the hospital and specifically in the MICU on a weekly 
basis carried out by the Pharmacist 

review of situation in general re disease "X" by the 
Medical Services Manager / Medical Advisory Committee 

Report back to the managemeht group in one month and 
if further actlon required in regards to acquiring 
additional financial resources (for Pharmacy) or in 
interpreting the patient statistics (population needs) 
that the case be 6roUQht to the Executive Committee. 
The information has now reached level four - Strategic 
Planning. 



6.6. Summary 

The foregoing examples of Management Reports meet the 
requirements for information at St James's Hospital. They 
have been drawn up as a result of our existing systems 
investigation and the need to reduce the deficiences. They 
should be studied closely by department heads and by the 
hospital management. 

The report formats, frequencies and levels to which the 
reports wi 11 be di rected are suggesti ons based upon o,ur 
initial review, however. these will have to be 
considered in'more detail once the system definition is 
underway. -

St. James's Hospital is going to expand during the 1986's 
and is going to be a very large complex organisation. 
To manage such an organisation, the most important tool for 
management is extensive and detailed information. It is 
now up to the managers and department heads, in financial 
and non-financial areas, to define their requirements and 
to participate actively in the detail design which must 
follow. 

'. 

'" ---

. ;,., 
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