Chapter 8 
CUMULATIVE CASE FOUR. Happy Trails Wilderness Pharmacy Exercise
Introduction

You are the manager of Happy Trails Wilderness Pharmacy, the primary retail pharmacy serving the needs of an isolated community in the Alaskan outback. Supplies from your wholesaler are delivered weekly unless something happens to the bush plane that drops them for you. (There have been a few instances in the past when the supply delivery has been two weeks apart because of engine trouble or weather conditions, etc.) According to Happy Trails’s policy, the shelves are reviewed every Thursday, and an order is placed that evening. The shipments arrive the next day. By arrangement with your wholesaler, you pay for supplies weekly (cash on delivery only at this drop). Returning goods is not possible. 
Your community consists of about 20 people (all adults), 4 of whom visit you regularly for their chronic care medical supplies. Two of them have hypertension, and both are controlled with nifedipine. They get their prescriptions filled during the first week of every month when they come into town for supplies. Another has diabetes and depends on insulin injections. He has difficulty with storage, and so he picks up a new bottle of insulin every week. Another patient has asthma that flares up during the spring and fall allergy seasons.

You carry most purchases on credit; clients make payments only at the end of every month. (Whether or not that is wise, that is how business is done in the outback.) Your monthly budget depends on appropriate management of the limited funds you have available to pay business expenses and salaries. 

Unfortunately, not every item in the healthcare universe is available to you, as they might be to some of your colleagues in the lower 48 states. Fortunately, you have access to all that you need, which consists of the 11 products listed below. Each of those items is available to you from the single wholesaler who ships to your location (you have no secondary options in the outback). Each item carries the same convenient list price of $1, except for durable medical equipment (DME)—the cost of goods for the hospital bed is $100, and the walker and crutches are $4 each. 
Formulary

DME
OTC Medications
Prescription Medications
Hospital bed 
Ibuprofen                                         Nifedipine

Crutches
Pseudoephedrine
Amoxicillin suspension

Walker
TUMS antacid tablets
Albuterol inhaler

Water purification tablets
Insulin</TAB>
What will follow are descriptions of health happenings in your community for the next couple of weeks, along with wholesaler bargains and other factors that might influence your purchasing and inventory control activities. You will need to consider these descriptions. You may also want to consider the bareness of your shelves when you place your next few orders. Does your inventory need building up? Reducing? You decide.

Use a “purchase journal” (which may also be referred to as a “stock record sheet”) as a worksheet to log in your purchasing and sales for this month. Log your decisions for each week before moving to the next week’s case description. The first week of Happy Trails’s activity has been logged for you, to familiarize you with this method of bookkeeping.

WEEK ONE (8/8 to 8/14)

You were pretty low on inventory when the inventory drop came on 8/8. At the end of the month, your shelves sometimes get a little bare anyway (restricted cash flow—recall that patients pay at the end of the month). Column ( of the purchase journal shows your inventory level after you stocked the shelves from the 8/8 drop.

You do not have much money to spend on inventory at the end of the month, because at the beginning of August you had bought the hospital bed for $50 (a $100 value). Nobody needed the bed, you just couldn’t pass up the half-price sale—you might never have that opportunity to get a bed so cheap again. 
Very little happened health-wise in your community from 8/8 until 8/14. Your patients with asthma and diabetes visited, and one patient with a head cold who wanted some pseudoephedrine. Other than that, it was a quiet week. Sales to these patients are recorded in Column (.
You counted the inventory on 8/14, as you do every Thursday. Counts of each item are listed in Column (.

You decided to restock only the inventory that was sold during the week. So you purchase replacements for the sales, and record those in the inset box in Column (. The bush plane dropped those purchased items on 8/15. Your cash on hand when everyone paid their bills at the end of the month is $20. You made purchases from this pool on 8/14. Cost of goods sold for that week amounted to $3. (Every unit of every item is $1). So now in Column ( are listed the items you had in inventory and the cash you had on hand on 8/15, after the purchased items were stocked.
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Case Scenario Purchasing Journal
CASE 4a—Week of 8/15 to 8/21

Evaluate the following events and wholesaler bargains that might affect your purchase orders for Thursday, 8/21.

•
A mountain man in your community visits your establishment to purchase some ibuprofen for pain associated with muscle strain from splitting his firewood to prepare for winter. While he is chatting with you, he mentions an upcoming 2-week fishing trip farther in the outback. He is a little concerned about the weight involved in packing his drinking water with him and asks you about his options (drinking from the stream, etc.). 

•
Your two patients with hypertension pop in to get a refill (one month’s worth, each) on their nifedipine prescriptions.

•
Your patient with diabetes stops by for his weekly bottle of insulin.

•
The patient with asthma requires another inhaler refill, as she wants to take an extra with her when she goes to visit family in Oregon.

•
Your wholesaler is running a weekly special—walkers are half-price, this week only.

•
Also, the manufacturer who supplies your wholesaler with TUMS is launching a new soy-based infant formula. As a promotion, they have enabled the wholesaler to offer a $3 price tag on a six-bottle carton of TUMS antacid (wholesale value of $6) if purchased along with a $5 carton of infant formula.

Now:
1.
Decide what was sold at Happy Trails this week (using clues above), and record sales in Column ( of purchasing journal.

2.
Record (in Column () your count of what remains on the shelf after the events of the week. (On-hand ( minus Sales ()

3.
Decide how many of each item to order (using the clues above and your business know-how, remembering that you have $17 to spend until the end of the month when your accounts are due). Record your orders in the inset boxes in Column (.

4.
Total the cost of goods for your purchases on 8/21, and record it on the Bottom Line.

5.
Discuss purchase(s) that may result in inventory carrying cost.

6.
What “marketing research” will inform your purchases?

7.
What discounts appeal to your budget?
CASE 4b—Week of 8/22 to 8/28

The bush plane made its drop on 8/22, and all of the items you purchased were delivered. Calculate your inventory on hand (Inventory count ( plus items purchased (box), and record it in Column (.

How much cash do you have on hand on 8/22? (Last amount of cash on hand minus cost of goods.)

•
A sinus infection has prevented the mountain man from taking his 2-week fishing trip for a while; he does not know whether he can reschedule before the bitter cold sets in. He probably will not be needing any water purification tablets for a few months. The doctor who stops in your community every other Tuesday has prescribed pseudoephedrine for him and some amoxicillin suspension. Do you have any in stock?

•
Your community’s daredevil was airlifted from a wilderness adventure with a broken leg. The emergency team that deposited him in his cabin splinted his leg but did not have crutches for his use. He would like to get around and asks you to order crutches for him. He is experiencing some pain associated with his injury and needs ibuprofen. The doctor prescribes 800 mg, three times daily, and he will go through the bottles quickly. He wants to get two bottles now so that he does not have to make another trip into your establishment while he is incapacitated. Do you have two bottles in stock?

•
You and several of your friends have some Screamin’ Hot Chili at the local tavern. It is a new recipe and is really trying the lining of your stomachs. Your pals are asking for antacids—NOW. Do you have any in stock? To keep everybody happy, four bottles (100 count) would be nice.

•
Your patient with diabetes stops by for his weekly bottle of insulin.

•
The wholesaler’s weekly special this week is ibuprofen. Buy 9 bottles, get the 10th one free.

Now it is 8/28:
1.
Complete your inventory count after this week’s sales.

2.
Record the Happy Trails order.

3.
What was the total cost of goods on 8/28?

4.
How much cash do you now have on hand for next week’s purchases?

5.
Are there any slow-moving or obsolete items in inventory that you wish you could reduce?

6.
Did you experience any out-of-stock incidents?

CASE 4c—Week of 8/29 to 9/4

The drop on 8/29 does not arrive! The plane could not clear for landing because the braking system was faulty, so you still only have as much as your 8/28 inventory count showed. 
1.
How does your inventory look? 
2.
Can you make it through the next week, given your target market and their needs (including the patients with chronic illnesses)? 
3.
Do you have safety stock where you need it?

4.
What would you have done differently?
Case Scenario Purchasing Journal
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