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About MoreSteam

From training to project completion, a full solution to support your operational excellence deployment
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Today’s Program

!MoreSteam

Welcome

Introduction of MBB Webcast Series
— Ellen Milnes

“How Much Is Enough? Managing Safety
Stock for Hospital Supplies”

— Dr. Lars Maaseidvaag

Open Discussion and Questions
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Webinar Housekeeping
Webinar ID: 275-918-366
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About Our Presenter

’MoreSteam

Dr. Lars Maaseidvaag

Vice President of Product Development

 Lead instructor for Master Black Belt and Black Belt programs

* Previous experience includes Curriculum Director for
Accenture/George Group, operations research, and management
consulting

e PhD Operations Research (Illinois Institute of Technology),
M.S. Operations Research & Industrial Engineering and MBA
(The University of Texas in Austin)
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Never just right...

How much time do you spend thinking about safety stock?

Is it a “set it and forget it” approach?

And how do you set it in the first place?
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On Hand

On Order

Where it fits in a replenishment pull system

’MoreSteam
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The typical approach

Saftey Stock = Service Level xStd.Dev.of Demand X \/Lead time for Replenishment
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Consideration #1 — Replenishment Frequency
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Faster replenishment frequency = lower
average inventory, but more risk points

Slower replenishment frequency = fewer
risk points, but higher average inventory
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Characteristics of a hospital environment

Central Storeroom '
Two-Bin Pull to the

stockroom

Replenishment Pull to
the vendor
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Consideration #2 — Points-of-use

With many points-of-use, if inventory can be efficiently moved between the
points-of-use, safety stock levels can be reduced at each individual point
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Consideration #3 — Substitutes

The ready availability of sufficient substitutes at the same point-of-use also allows safety
stock on each individual item to be reduced. Safety stock can be thought of as “pooled”
for a particular type of item.
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Consideration #4 — Lead time for replenishment

Consumption

In two-bin systems, the lead time for replenishment is typically much quicker than
the time it takes to empty the next bin. In this case, safety stock is not required as
you have safety time built into the system
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Pulling 1t all together

Factors Weightings
Final Safety
Average | StdDev of | Lead Time Repl. [Safety Stock| Points-of- Points-of- |Substitutes | Risk Points | Stock per
Item Demand Demand for Repl. | Frequency | Formula use Substitutes | Risk Points | Use factor Factor Factor POU

ABC123 10 2 5 5 9 10 0 1 50% 100% 50% 3
DEF456 20 5 5 10 23 5 2 0.5 75% 100% 100% 18
GHI789 10 5 10 1 32 1 4 10 100% 75% 125% 30

=D6/E6 =ROUNDUP(L6*K6*J6*F6,0)

Safety stock must be monitored. Key metrics include:
« Consuming safety stock — this is expected to happen, on average, for about half of the inventory
cycles.

« [Ifit happens every cycle, check average demand, vendor lead time reliability, scrap
» Ifit never happens, check vendor lead time — it was probably overreported

* Stock-out or near stock-out — this should be rare if safety stock is well sized
* Check for special cause variation in demand or supply
* Check vendor reliability, you may need to add that factor to your spreadsheet
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A side note on transactions and pull systems

MoreSteam

Average Repl. Transactions Average New Repl. | Transactions Average
Item Demand Frequency per week Inventory Frequency per week Inventory

A 100 5 1 250 2 2.5 100
B 100 5 1 250 2 2.5 100
C 100 10 0.5 500 5 250
D 100 10 0.5 500 5 250
E 100 10 0.5 500 5 250
F 100 20 0.25 1000 10 0.5 500
G 100 20 0.25 1000 10 0.5 500
H 100 20 0.25 1000 10 0.5 500
I 100 20 0.25 1000 10 0.5 500
J 100 20 0.25 1000 10 0.5 500

Total: 4.75 7000 10.5 3450

Forgetting to balance the transaction traffic of a pull system with the inventory

savings is the number one error that is made with new pull systems
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Testing 1t out with a virtual pilot
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Questions
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Questions
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Visit us at MoreSteam.com

"Lean Concepts and the Cardinal Health Experience"
Todd Thompson, Cardinal Health, December, 2015

"Innovation Academy: Performance Excellence at Dignity
Health"

Paul Feltz, Senior Director of Performance Excellence, Dignity Health, May,
2015

E-LEARNING & _ SOFTWARE & _ BLENDED KNOWLEDGE _ MORESTEAM

CERTIFICATION TECHNOLOGY LEARNING CENTER UNIVERSITY SE)

HOME ABOUT US 'J';Bci)lrlp the Shop Floor to C-Suite: Operational Excellence at

Evelyn Ferrer; Lean Six Sigma Director - Automotive Division, Jabil, July, 2015

—————

* The number of professionals that have
One-on-One trained through MoreSteam programs.

Coaching

BLENDED BLACK BELT TRAINING & CERTIFICATION 525 475
-——-—_‘—————W_m.——_\ ,

In-person ' Process Improvement & Lean Six Sigma

Workshop : Toolbo!
Virtual POPULAR PRODUCTS x

Study Halls The MoreSteam Toolbox offers online tutorials covering the fundamental problem- Knowledge
ﬁ solving tools used to support Lean Six Sigma and other process improvement efforts. Center

Y O U Black Belt Train ing Select any of the tools listed below for a tutorial. ek gt our other

materials.

_@_ ARE | Green Belt Training
H E R E h « Affinity Diagram « Histogram « 5-Why Analysis
Black B« H « Failure Mode & Effects Analysis (FMEA) .M stem Analysis (MSA) « Design of Experiments
Online A ﬂ EngineRoom e o PartoCrar (anacurig o1 ~ Fentone (skowe)Digam

Course

* Project Priority Calculator * Pareto Chart (Service ex.) * Regression Analysis
- * Value-added Flow Chart * Six Sigma Conversion Table « Statistics Handbook
TRACt.on « Value Stream Analysis « Statistical Process Control (SPC)
« Trend Chart.
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View All roducts
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More flexibility. More capability. MoreSteam. i st s

Control Plan Implementation Process
MoreSteam.com provides practice-based e-Learning and software tools that ﬁ Latest News
+ Communites o Practice
Hospital Supplies * Quick Changeover (SMED)

Standardized Work
Statistical Process Control (SPC)
help you and your organization to rapidly - and cost-effectively - advance your March 30th Webcast on : e o et st
process improvement performance - no matter where you choose to work. Managing Safety Stock for | . o saesing *+ sttitcsSotvare
© System Diagrams
+ Tota Productive Malnterance
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Thank you for joining us

Dr. Lars Maaseidvaag, Vice President of Product Development
lars@moresteam.com

Ellen Milnes, Director of Marketing
emilnes@moresteam.com

| Archived presentations and other materials: http://www.moresteam.com/presentations/ l
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