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The purpose of this thesis is to develop a method to improve the efficiency of
inventory management for a case company which is engaging in a direct sales and multi-
level marketing (MLM) business with multiple distribution centers. The company places the
production orders to the third party manufacturers which deliver the goods to the central
distribution center from which the goods are eventually distributed to replenish the stocks at
remote distribution centers. The company presently faces the problems of high inventory
level leading to soaring associated costs and of stock-outs resulting in potential deterioration

of customer service.

The study applies the so-called Distribution Requirements Planning (DRP) technique.
to manage the inventory of the case company with the use of Microsoft Excel software. The
technique starts with the analysis of inventory policy and product requirements at remote
distribution centers which is systematically turned into product requirements and production
requirements at the central warehouse. The analysis results revealed that the application of

DRP lead to a 44 % reduction in total costs related to inventory management.





