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Abstract

Lumpy Demand Forecasting for Slow-moving Medicines: A Case Study of Community Hospital Thailand

Phattaraporn Kalaya'*, Preecha Termsuksawad?, Thananya Wasusri®
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Small community hospitals frequently faced inventory management problems such as shortages and overstocks of
medicines because of difficulty to predict irregular demand. The objective of this work aimed to study the performance of two
forecasting methods for the slow-moving medicines specifically in a small community hospital. Method: The study compared the
performance of two forecasting methods: the Croston’s method (CR) and the Teunter, Syntetos, and Babai’'s (TSB) method. The
simulation was conducted using historical data of two medicines, obtained from a community hospital in Mae Hong Son province
from January 2015 to December 2016.The effects of demand pattern and time to adjust the smoothing constant on mean square
error (MSE) and shortage were studied. Result: TSB method provided lower MSE in the case of V1 medicine whose demand
possesses the coefficient of variance, CV, and the average demand interval, ADI, of 1.75 and 2.02 weeks, respectively. The CV
and ADI of V1 demand were higher than those of the demand of V2 medicine, whose CV and ADI were 1.30 and 1.76 week,
respectively. However, the CR method provided less shortage period because the expected demand from this method was kept
constant when there was no demand in that period while it would be adjusted to be lower in case of TSB method. This study
also found that time to adjust smoothing constant effected on MSE. For both methods, the longer the adjusting period, the lower

is the MSE for both methods.
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