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ABSTRACT

This research aims to analyze the flexibility of applying the Economic Order Quantity (EOQ) and Reorder
Point (ROP) Concept in managing inventory for a construction materials distribution business. Data collected from
in-depth interviews, observation, and financing and accounting documents is used for calculating economic order
quantities and reorder points of high demand products which are classified following the ABC Classification System
concept. The results indicate that the EOQ and ROP conceptshave a simple formula and needfew information,
including ordering costs, carrying costs, and lead time. However, there is a difficulty in estimating costs which are
able to reflect real business operations and support business management efficiently. Therefore, the cost estimation

needs the deep understanding the relationship between business resources and internal operations.
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