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3. It’s not all sweet at Candy Cakes Ltd.

	 Production	Manager,	Charlie	Woods,	had	 just	 received	an	e-mail	 from	his	 suppliers	 in	 the	
West	Indies	that	the	latest	order	of	top	quality	sugar	was	unlikely	to	be	delivered	on	time	–	yet	
again.	Unfortunately	he	had	recently	decided	to	reduce	his	buffer stock of	this	type	of	sugar	in	
order	to	save	costs.

Candy Cakes Ltd’s Sugar Stock Control Diagram.
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 (a)	 Explain	the	following	stock	control	terms:

	 (i)	 lead	time;
	 (ii)	 re-order	quantity;
	 (iii)	 buffer	stock.	 [6]

 (b)	 Examine	the	stock	control	diagram	for	Candy	Cakes	Ltd’s	sugar	and	give	the	value	of	
the	following:

	 (i)	 lead	time;
	 (ii)	 re-order	quantity;
	 (iii)	 buffer	stock.	 [3]
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 Whilst	there	are	other	suppliers	Charlie	might	use,	this	top	quality	sugar	is	a	vital	ingredient	
and	gives	Candy	Cakes	Ltd	products	a	unique	flavour,	which	differentiates	them	from	those	
of	 their	many	 competitors.	This	has	 enabled	 the	 company	 to	 charge	premium	prices	 in	an	
increasingly	competitive	market.	Having	to	withdraw	50	000	sponge	cakes	from	sale	last	year,	
as	a	result	of	an	error	on	the	production	line,	was	still	fresh	in	his	mind.	He	believed	another	
mistake	could	cost	him	his	job	and	the	news	of	a	late	delivery	was	just	what	Charlie	did	not	
need.

	 The	arrival	of	the	agenda	for	the	monthly	management	meeting	only	served	to	make	Charlie	
even	more	concerned.
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February	Management	Meeting.
AGENDA
1.	 Departmental Budgets – Managing Director
2.	 Report on High Staff Turnover – Human Resources Manager
3.	 Breakdown of Pay Negotiations – Human Resources Manager
4.	 Monthly Sales Figures/Competitors’ activities – Marketing Manager
5.	 Implementation of new TQM programme – Managing Director
6.	 Any other business.

 Failure	to	meet	the	deadline	for	the	submission	of	their	departmental	budgets	last	year	had	
resulted	 in	Charlie	and	Mike	Prentice	 (the	Sales	and	Marketing	Manager)	 receiving	a	 long	
lecture	 from	 the	Managing	Director,	on	 the	 importance	of	budgetary	 control.	Charlie	was	
behind	with	his	budget	again	this	year.

	 In	addition,	the	imminent	introduction	of	the	Total	Quality	Management	(TQM)	programme	
was	simply	adding	to	his	stress	levels.	He	knew	it	would	force	him	to	improve	all	aspects	of	
his	department’s	performance.	Trying	to	achieve	continuous	improvement	was	something	he	
knew	would	be	very	challenging.

	 Charlie	rang	Mike	to	see	 if	he	had	his	departmental	budget	ready	and	to	share	his	worries	
over	the	new	TQM	programme.	Mike	said	‘I	know	the	Managing	Director	has	great	faith	in	
all	these	quality	initiatives:	whilst	the	new	TQM	programme	will	solve	some	of	our	problems,	
there	are	many	other	issues	that	this	company	needs	to	deal	with	if	we	are	to	be	successful	next	
year’.	This	did	nothing	to	make	Charlie	feel	any	better.

 (c)	 Evaluate	the	usefulness	to	Candy	Cakes	Ltd	of	constructing	a	budget.	 [8]

 (d) Discuss	the	view	that	the	introduction	of	the	new	Total	Quality	Management	(TQM)	
programme	will	solve	some,	but	not	all,	of	the	company’s	problems.	 [10]
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