Effective Stock Management

Define buffer stock. (2 marks)


List the advantages and disadvantages of holding buffer stock:
	Advantages:
	Disadvantages:

	
	




















Define ‘just-in-time’ stock management. (2 marks)


List the advantages and disadvantages of ‘just-in-time’ stock management:
	Advantages:
	Disadvantages:
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Many businesses face highly erratic sales. With
Sony’s PS4, sales in one month can be six times
higher than in another month. That would be

quite difficult

0 manage even if the figures were

predictable, but some Decembers go better
than others. The previous December was a bit

disappointing

- largely because arch-rival Microsoft

offered exceptionally good deals on its Xbox One.

Those offers ‘stole’ market share from the PS4.

So, how should Sony manage its stock control for
the PS4? Build up production in September and
October to have plenty of stock for the Christmas
period, or try to keep stocks low at all times, to
keep in with the Japanese idea of JIT?

£ 5,000,000
=
> 4,500,000

Total: 13 marks
1 Calculate the percentage increase in PS4
sales between August and October 2015.  (2)
2 Qutline one reason why big variations in
sales make it hard to manage stocks. (2)
3 Sony is considering what to do about the
huge increase in sales before Christmas. It
is considering two options:
¢ Option 1: Take a JIT approach, producing
705,000 units in August and 4,445,000 in
December.
¢ Option 2: Produce more in September and
October to build up a PS4 stockpile.

Justify which one of these two options
Sony should choose. (9)
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Figure 43.2 Monthly global sales of the PS4 console, 2015-16
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