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Abstract

This research aims to present the application of the Economic Order Quantity (EOQ) and Reorder
Point (ROP) concepts to improve the raw material inventory management of a cosmetic Original Equipment
Manufacturer (OEM) company, using a case study from a sample firm. Initial findings revealed that the
company faced challenges with the shortage of key production raw materials, which impacted operational
efficiency. An analysis of raw material withdrawal data from July to September 2024 showed a stock-out rate
as high as 26.85% of the total 242 withdrawal transactions. To address this problem, the EOQ and ROP
methods were implemented to determine the optimal order quantity and the appropriate point for placing a
new order. The operational results following the implementation, observed during the period from January to
March 2025, demonstrated that the company was able to fully supply the production department with raw
materials in 100% of the total 283 withdrawals, with zero instances of material insufficiency. This study
underscores the significance and effectiveness of applying EOQ and ROP in enhancing inventory
management efficiency, mitigating raw material shortages, and supporting business operations in the highly
competitive cosmetic industry.
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