UNIVERSITEITSEKSAMENS

UNISA o

UNIVERSITY EXAMINATIONS

Unnee|
of south afnca

MNP202F [ 475603)  October/November 2009
RMP202B ( 467191)

PURCHASING MANAGEMENT (BUSINESS MANAGEMENT 202)

Duration 2 Hours 70 Marks
EXAMINERS

FIRST MS EG TROLLIP

SECOND PROF JA BADENHORST-WEISS

Use of a non-programmable pocket calculator 1s permissible

This paper consists of 12 pages, plus mstructions for the completion of a mark-reading sheet

This examination paper remains the property of the Unmiversity of South Africa
and may not be removed from the examination room.

ANSWER BOTH SECTION A AND SECTION B (70 MARKS IN TOTAL).
SECTION A
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QUESTION 1

Which one of the following statements 1s incorrect regarding the financial impact of the
purchasing function on the organisation?

1 The tormula for calculating the return on investment ratio 1s

total income of organisation \ tutnover

turnover of total assets emplovyed

A percentage saving tn purchasing cost has a greater nfluence on an enterprise’s

profitability than the same percentage increase in sales

The purchasing function contributes more to a manufactuning enterprise’s profitabihty

than to a retail enterprise’s profitability

4 The purchasing function contributes more to profitability in a manufacturing enterprise
than 1 a service enterprise

[§%

2

QUESTION 2

The phases in the purchasing and supply cycle follows a logical sequence Which of the following
1s the correct sequence order?

Handling faults and disciepencies
Selecting suppliers

Recetving, inspecting and distributing
Following up and expediting

O 0 oW

adch
bdca
cadb
dchba

T .

QUESTION 3

Purchasing costs constitute the biggest part of the enterprise’s total expenditure In a

manufacturing enterprise purchasing cost represent of'every rand flowing into
the enterprise, in a retail enterprise , and in a wholesale enterprise

I 50 to 60 percent, 70 to 80 percent, over 80 percent

2 70 to 80 percent, 50 to 60 percent, below 50 percent

3 30 to 40 percent, 50 to 60 percent, over 70 percent

4 50 to 60 percent, 30 to 40 percent, below 30 percent
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QUESTION 4

Which one of the following statements regarding the different levels of purchasing and supply
objectives 1s incorrect”?

To keep investment 1n mventory as low as possible 1s an example of suategic
purchasing objectives

2 To enter into long-teim contracts with reliable suppliers of strategic materials 1s an
example of tactical supply objectives

3 To provide techmcal support to developing suppliers 1s an example of operational
purchasing objectives

4 To calculate the most economic order quantities and to choose suppler sources are
examples of strategic purchasing objectives

QUESTION 5

Tough Tires (Pty) Ltd 1s currently planning to integrate their operations with other businesses

in their supply chain  Thus 1s an example of planning

1 tactical

2 strategic

3 operational

4 competiuve

QUESTION 6

A decentralised orgamisational structure has the following characteristics

o0 o W

e LY o —

management authority 1s vested n one person

different plants maintain their autonomy

greater buying power as a result of incieased quantities

closer contact and laison between users and the purchasing and supply departments

ab
cd

ac
bd
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QUESTION 7

Which one of the following statements is incoriect”

S

(5]

Supply chain management 1s primarily concerned with optinusing the flows within the
organisation

Time-based competition strives to reduce the lead time from the conceptual product
design to the delivery of the final product to the customer

Benchmarking 1s a process whereby enterpiises compare their performance n certaimn
activities, processes, costs and service with other enterprises

Reduction of lead time 1s one of the core principles of supply chain management

QUESTION 8

1s a business practice by which a producer hires another firm to perform part of

the manufacturing process or to finish sub-assemblies that will be incorporated into the end

product

1 Subcontracting
2 Outsourcing

3 Insourcing

4 Buying
QUESTION 9

15 a practice through which suppliers who are also customers of the purchasing

enterprise enjoy preferential treatment

[ T O

Reciprocity

Buying from captive suppliers
Subcontracting

Buying from disadvantages suppliers

[TURN OVER]



5 MNP202F
October/November 2009

QUESTION 10

Which of the following are major elements typically included mm a to buy™ cost analysis?
Delivered purchased matenal costs

Transportation costs

Incremental purchasing costs
Recerving and mspection costs

OO0 o

abec
ac
bd
bcd

L =

g~

QUESTION 11

Arrange the following steps of the quality planning process in sequence

a Set quahty objectives

b Collect the necessary data

c Develop policies and stiategies
d Study the qualitv environment
1 abcd

2 bdac

3 dbac

4 dbca

QUESTION 12

The basic purpose of 18 to eliminate all unnecessary costs in respect of a
product or service that constitutes an input in the supply cham

standardisation
quality assurance
value analysis

1
2
3
4 quality control
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QUESTION 13

Alstore (Pty) Ltd manufactures window frames in large quantities The most suitable quality
description method to be used by them1s

! commercial standard

2 materials and manufacturing characteristics
3 samples

4 bluepimts

QUESTION 14

What quality description method would be used to ensure safety of use for South African
consumers with the import of poultry?

1 Commercial standard

2 Matenials and manufacturing chaiactenstics
3 Samples

4 Bluepiints

QUESTION 15

Nissan SA 1s purchasing a new assembly robot (designed according to their specifications) for its
plant in Rosslyn, Pretoria What quality description method would be applicable in this instance?

Commercial standard

1

2 Matenals and manufacturing characteristics
3 Samples

4 Blueprints

QUESTION 16

A small number of supplhers, offering homogeneous or similar products, operate m a/an
market

ohgopolistic
monopolistic
purely competitive
stmplistic

EENR VS R
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QUESTION 17

The 1s usuallv presented graphically as a senies of ratios between the
manufacturing cost and the related quantities of a product manufactured and sold by a
supplier

price mndex
commodity exchange
learning curve
break-even analysis

Ll o —

QUESTION 18
Which one of the following 1s not a normal approach for price determimation?

Price determination according to prevailling market prices

o —

Price determination by competition in the market
3 Price determination according to unstable political citcumstances
4 Price determination by means of negotiation

QUESTION 19

Dairy Belle Cheese & Butter (Ltd) uses the ‘just-in-time" system Which of the following
aspects would be most valuable to them whilst mmvestigating possible suppliers?

Quoted price
Techmcal capability
Timeous dehivery
General reputation

B R —

Regarding suppher performance evaluation complete the following table and answer
questions 20, 21, 22

Supplier A B C D

Factors Weight | Rating | Value | Rating | Value | Rating | value | Rating | Value
considered

1 Price 10 ? 50 6 ? 4 ? 9 ?

2. Delivery | 8 7 9 9 ? ? 24 3 ?

3. Quality |6 ? 60 9 ? ? 7 18
Supplier ? ? ? ?
value
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QUESTION 20

Which supplier 1s the most suitable suppher according to the suppher quahfication value?

I Supplier A
2 Supplier B
3 Suppher C
4 Suppher D
QUESTION 21

Assume the listed suppliers in the above table are manufacturers of parts to be incorporated in
the engines of vehicles  Which suppher will be elinunated from the supplier register first after
the performance of the suppliers 15 evaluated?

1 Supplier A
2 Supplter B
3 Supplier C
4 Supplier D

QUESTION 22

Which supplier ts the most suitable suppher if the price 1s most important?

] Suppher A
2 Suppher B
3 Supplier C
4 Supplier D

QUESTION 23

A purchasing and supply policy document should make provision for the firm’s policy on the
use of nternational national and local supphets An advantage associated with the use of
national suppleis 1s

low transportation costs

a greater probability of continuty of supply
advanced technical expertise

a wide product range

o B —
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QUESTION 24
Eskom Mpumalanga established an agreement with a single coal suppher to provide n all the
orgamisation s coal needs until the year 2015

This 1s an example of a

standing order
term contract
urgent order
low-value order

oW b —

QUESTION 25

The cost of handling inventory, msurance costs and depreciation of inventory are all examples of
cost

mventory-holding
adminsstrative
ordering

inventory shortage

oW ) —

QUESTION 26

The 1easons for holding mventory include

a Continous production

b Economucal purchasing quantities
c Reduced purchasing costs

d Warehouse capacity utilisation

1 acd

2 bd

3 abc

4 abcd
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QUESTION 27

Which of the following 1s incorrect”

a The ABC analysis can be used by Inventory Management to selectively plan and priorise
purchasing

b The ABC analysis 1s primanly aimed at providing management with information on the
importance of the different mventory items 1n terms of demand

c Calculating the most econonmic ordering quantity 1 an attempt by inventory management
to plan ordening quantities so that total inventory costs are kept to a mimmum

d The most econonuc ordering quantity 15 used 1n the cychical ordering quanity system

1 abc

2 cd

3 d

4 abced

QUESTION 28
Total inventory costs are calculated as follows

inventory carrying cost + mmventory orderig costs

inventory carrying cost + inventory ordering costs + inventory shortages cost
mventory carrying cost - mventory ordering costs + mventory shortages cost
tnventory carrying cost - mventory shortages costs -+ imventory carrying costs

B

Read the following information and then answer questions 29 and 30 that follow:

The annual consumption of an enterpiise 1s 10 000 uvmits (the organisation runs for 40 weeks
during the year and five days per week)

The costs per order are R1000

The unit cost of the inventory item 1s R80 00

The mventory-carrying costs 15 25% of the inventory investment

The lead time 1s eight working days

The safety stock 1s 200 units
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QUESTION 29

What 1s the most economical ordening quantity in units?

1 10

2 100

3 1600
4 10 000

QUESTION 30

The reorder level of the orgamsation 1s when the inventory levels are on units
1 200
2 250
3 450
4 600
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SECTION B
Answer any TWO of the following questions. Total: 40 marks.
QUESTION 1 [20]
11 List the problems regarding the performance evaluation n the purchasing- and supply
management (5)
2 Describe the concept of supply chain management with the aid of a diagram (15)
QUESTION 2 (20}
21 List the twelve most important evaluation criteria for the selection of suppliers  (12)
22 Briefly explain in your own words what 1s meant by a ‘captive suppler’ (4)
23 Identify why mternal service quality 1s so crucial from a purchasing pomnt of view  (4)

QUESTION 3 [20]
31 Identify and explain the socal responsibihities of purchasing and supply management
(10)

(FS)

2 Explain the role of the purchasing and supply function in the purchasing of capital
equipment (10)

9]
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question The spaces of which the number correspond 1o the answer you have chosen for each question
and should be marked as follows [-]

’ For official use by the invigdator Do not fitl in any information here



