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INSTRUCTIONS:

1. PLEASE COMPLETE THE ATTENDANCE REGISTER ON THE BACK PAGE, TEAR OFF AND
HAND IT TO THE INVIGILATOR.

2. THIS IS A FILL-IN EXAMINATION PAPER CONSISTING OF 34 PAGES, INCLUDING 2 PAGES
FOR ADDITIONAL SPACE (PP 31-32) AND 2 PAGES FOR ROUGH WORK (PP 33-34).
PLEASE FOLLOW THE INSTRUCTIONS BELOW FOR ANSWERING SECTIONS A AND B.

3. SECTION A CONSISTS OF 35 MULTIPLE CHOICE QUESTIONS, WHICH SHOULD BE
COMPLETED USING THE MARK-READING SHEET. AS A BACK-UP OF YOUR ANSWERS,
ALSO CIRCLE THE SELECTED OPTION ON THE QUESTION PAPER.

4. SECTION B CONSISTS OF DESCRIPTIVE QUESTIONS OF WHICH QUESTION 1 IS
COMPULSORY, AFTER WHICH YOU HAVE TO DO ONLY ONE QUESTION OF QUESTIONS 2
AND 3. WRITE YOUR ANSWERS TO THE DESCRIPTIVE QUESTIONS IN THIS BOOK IN
THE SPACES PROVIDED AND HAND IT TO THE INVIGILATOR WHEN YOU ARE
DONE.

5. DRAW A CIRCLE ON THE FRONT COVER INDICATING WHICH DESCRIPTIVE
QUESTIONS YOU HAVE CHOSEN TO ANSWER.

6. THE CASE STUDY REFERRED TO IN THE PAPER IS AT THE BEGINNING OF THE
EXAMINATION PAPER.

7. READ THROUGH ALL THE QUESTIONS CAREFULLY.
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8. PLEASE CHOOSE IN WHICH LANGUAGE YOU PREFER TO ANSWER THE QUESTION
PAPER (AFRIKAANS OR ENGLISH) IN ADVANCE AND THEN ANSWER THE QUESTIONS IN
THE OPEN SPACES PROVIDED IN THAT PART OF THE QUESTION PAPER. IMPORTANT:
IF YOU DO NOT HAVE ENOUGH SPACE TO WRITE, PLEASE USE THE RELEVANT
SECTION CALLED “ADDITIONAL SPACE” IN THAT PART OF THE EXAMINATION PAPER
YOU DECIDED TO ANSWER YOUR QUESTIONS. YOU ARE NOT ALLOWED TO WRITE
ANSWERS IN BOTH THE ENGLISH AND AFRIKAANS PARTS OF THE EXAMINATION
PAPER.

Read the following case study before answenng the questions related to the case study.

Case study: Supplying maize in South Africa

This case study explains parts of the supply chain of maize as a critical grain harvest in South
Afnca (SA)

Maize contribution to the SA economy

SA maize, as an agricultural product, 1s one of the contributors to the gross domestic product
(GDP) of the country SA produced an average of 11 3 million tons of maize annually between
2001 and 2014 The country exports its maize surplus to Zimbabwe, Japan, Zambia, Mauntius,
Kenya and Mozambique Currently, the maize industry in SA I1s seen as the largest on the
Afrnican continent. Maize prices in South Africa have been regulated by the forces of supply and
demand since 1997 Since the price of maize is regulated by these market forces, 1t 1s expected
that an increased supply of maize will result In lower maize pnces

Maize production: yellow or white maize

There are two categones of maize, namely white and yellow maize. White maize is normally
produced for human consumption, while yellow maize 1s mamly used for animal feed Currently,
the South Afncan maize harvest mainly consists of white maize. In the North-West province,
famers have realised that it may be more rewarding to plant white maize instead of yeflow
maize, because of the growth in the livestock industry in this province

Maize supply chain

Maize can be harvested either automatically or through human effort, after which it is stored In
storage towers or silos The total grain silo storage capacity in SA I1s projected as 1 75 million
tons 85% of the storage towers are owned by 22 silo owners who fall under the following
cooperatives Senwes, Afgn and Noordwes Most of these storage faciliies are located in the
northem part of the country and have a storage capacity of 14.5 million tons of maize

The harvested maize 1s usually distnbuted to maize millers, where marze meal 1s produced Bags
of maize meal are distnbuted to wholesalers and then to retail stores where customers can
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purchase them Maize grown In remote areas 1s sometimes transported to big cities for milling
and then the bags of maize meal are transported back to the customers in the remote areas

Government support for small maize businesses

Small maize millers have the capacity to produce 1000 tons of maize meal per month and

288 000 tons per year, which amounts to 6% of SA’s total maize meal production The Agro-
processing Business Unit and the Foundation for African Business and Consumer Services
(Fabcos) have launched a project to facilitate the entry of smali-scale maize millers in cities and
remote areas This project was inihiated in May 2014 by the Department of Trade and Industry
(DTI) and 24 smali maize millers were selected to participate in order to increase the supply of
maize meal and to ensure that it 1s affordable to customers Funds were made available to
establish self-sustainable, competitive and employment-generating mills

Empowernng the small millers as part of the project extended to skills traming Substantal
amounts were budgeted to train millers to acquire skills in commercial milling 1n partnership with
skilled millers

In an effort to reduce logistics costs, the DTl also acquired the Isigayo mill, a compact maize
milling plant, to make the harvesting, production and consumption of maize products in one place
possible

Conclusion

As a staple food, maize satisfies one of the basic needs of human beings and animals, and 1s
critical in both urban and rural areas. Since maize contributes to the country’s gross revenue, the
South Afncan government has launched an initiative to improve the maize meail outputs of small-
scale millers with the aim of reducing the price of maize and increasing the supply of maize meal

Case study adapted from

http /www name co za/upload/food_pncemonitonng/FPM%20Repont%202004_04_02_FoodValueChains_Maize pdf
http //www southafrica info/business/economy/development/ffarmers-220713.htm# VNx-smwU-po

hitp //www arc agnic za/arc-gerFact%20Sheets%20LibraryMaize-infopak pdf

hitp.//www nda agric za/docs/Infopaks/Maize pdf

hitp /fjadafa co za/wp-content/upioads/2014/06/South-Afnica_Agncultural_Commodities_Bref pdi

[The above websttes were accessed on 13 February 2015)
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SECTION A

1. ANSWER ALL THE QUESTIONS IN THIS SECTION ON THE MARK-READING SHEET.
FAMILIARISE YOURSELF WITH THE INSTRUCTIONS FOR COMPLETING A MARK-
READING SHEET.

2. MAKE A BACK-UP OF YOUR ANSWERS AS INSTRUCTED ON THE FIRST PAGE.

3. QUESTIONS 21-35 ARE BASED ON THE CASE STUDY.

TOTAL OF 35 MARKS

QUESTION 1

The concepts of logistics management and supply chain management are sometimes

confused. Which statement 1s correct about the difference between these concepts?

1] Supply chain management involves activities related to the effective flow of matenal and
Information within the boundarnies of a specific organisation

[2]  The focus of logistics management 1s on managing relationships between different
orgamsations across the entire supply chain

[3]  Logistics is that part of the supply chain that manages the forward and reverse flow of
goads and information from the point of ongin to the point of consumption

[4]  Supply chain management focuses on optimising weaith for a single organisation by
adding vaiue.

QUESTION 2

Which one of the following can typically be categonsed as an inbound logistics activity?
(1] inspecting inventory

[2]  cross-docking

[3] warehousing

[4]  customer service

QUESTION 3

Which one of the following can be categorised as both an nbound and an outbound logistics
activity?

(1]  customer service

[2]  cross-docking

[3] transportation

[4]  salvage and scrap
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QUESTION 4

If a company adopts the phiiosophy of lean manufacturing, they would typicaily use the following

statement in conversations

[11 By keeping large inventones of raw matenals, even if these items are not used in
manufactunng, we will be prepared to respond to customers’ orders when they come In

[2] i we have more work stations at the plant, we can employ more people to be part of the
manufacturing process

[8] By simplfying our work environment, we can reduce waste and keep our employees,
equipment and workspace responsive to current needs

[4] We have invested large sums of capital In these advanced machines; therefore. we need
to get maximum return on our investment before meeting changing demands

QUESTION 5
Dunng the control task, the activity of evaluating the performance of the purchasing and supply
function shouid be based on both the following cntical dmensions

[1]  tactical and strategic objectives

[2) centralisation and decentralisation

[3] quanttative and qualitative bases
]

{4 cost reduction and reduced lead time

QUESTION 6
A typical example of a qualtative indicator for evaluating purchasing and supply activities in the
orgamisation I1s the . . the purchasing and supply function

1] negotiation ability of

[2]  promptness factor achieved by
[3] rejection ratio of consignments by
(4]  outstanding orders of

QUESTION 7
Qualty certification, as a quantitative metric that 1s used 1n purchasing and supply performance
evaluation, 1s determined by using the ratio between  and

[1]  number of quality certificates received dunng the past year, expected performance

[2]  number of suppliers which are also accredited supplers for other organmisations; quality
delivered

3]  number of suppliers certified for qualty, total number of supphers in the supply base

[4]  actual qualty cost, number of orders placed
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QUESTION 8
Since the purchasing and supply function is a support function, lateral purchasing and supply
coordination 1s essential This means that purchasing and supply

(1]  has a harmonious relationship with other organisational functions.

[2]  uses honisontal thinking to solve purchasing and supply challenges

[3]  distnbutes an annual report to all the relevant internal and external stakeholders.
[4]  promotes a hybnd purchasing and supply organisational structure

QUESTION 9

The following principle should be kept in mind when evaluating purchasing and supply
performance

[11 It would be best to use the generic evaluaton system that 1s available to evaluate
purchasing and supply performance

[2] Quanttative measures give the best and most accurate indication of purchasing and
supply performance

[3] Aslong as the benefits equal the costs, the evaluation system for evaluating purchasing
and supply performance 1s effective

[4] A sound database with information on a wide spectrum of purchasing and supply activities
IS necessary to evaluate performance

QUESTION 10
When determining responsibilities in the purchasing and supply process, the  function has the
prime responsibiiity to contact the supplier base about faulty consignments

[1] recewing
{2} inspection
[3] financial
[4] purchasing

QUESTION 11
Expediting an order in the purchasing and supply context imphes that the purchasing official
firstly .

{11  obtains advanced technology to speed up the process
[¢]  phones the supplier to discuss future relationships.

[3] monitors the supplier's progress with the order.

[4]  suggests lean manufactunng as an efficient alternative.
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QUESTION 12

When buying spectalised equipment, the purchasing procedures might require that requisttions
exceeding a predetermined amount be accompanied by two or three writen guotations In such
cases, the  has the prerogative of selecting the supplier

{1] user

(2]  purchasing official
[3] equipment specialist
[4] financial function

QUESTION 13

When making the decision to insource or outsource, which one of the following options 1s most
suitable when a buying organisation 1s more competent in performing an activity than a potential
supplier?

[1] Outsource to any supplier that has the capability to perform the activity

[2)  Outsource a core activity even though it gives a competitive advantage

[3] Invest in disadvantaged supplers to create their capabiity to perform the activity
elsewhere

[4]  Keep the activity in-house and invest to maintain and increase competitive advantage.

QUESTION 14
... 1s when an organisation decides to partially transfer the activities of a function to a suppher
while keeping the rest of the activities in-house

[1]  Outsourcing
2] Insourcing

[31] Co-sourcing
[4] Back-sourcing

QUESTION 15
Reciprocity is a practice where .

[1]  suppliers, who are also customers of the organisation, enjoy preferential treatment
[2] the supplier s directly or indirectly owned by the purchasing organisation

[3]  the buyer buys from a supplier that 1s owned by a family member of the buyer

[4]  a purchasing organisation buys more than half of the suppher’'s production
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QUESTION 16
Which one of the following statements refers to the most likely decision of whether nventory will
be held by suppliers on behalf of the buying organisation?

[1]
(2]
[3]
[4]

Suppliers should not be asked to hold sufficient safety inventory for the buying
organisation based on ethical reasons

Even if the supplier 1s located near the premises of the buying organisation, it would still
be best to hold inventory at the buying orgamsation’s premises

Inventory held by a suppler can have cost implications for the suppher, which will be
transferred to the buying orgarusaiion

Only contingency inventory should be heid by the supplier in their warehouses until
needed by the buying organisation due to the insurance nsks bome by the supplier

QUESTION 17
If a company leases computer equipment, which one of the following best describes risk
transfer as a way to manage risks?

[1]

The financial consequences of losing computers are transferred to the insurance
company

{2] in the lease agreement, the nsk of obsolescent computers 1s transferred to the owner of
the computers.

[3]  The nsk of stolen computers 1s transferred to the board of directors

[4] The nsk of redundant computers can be transferred to the computer equipment
manufacturer

QUESTION 18

According to the King lii report which level of the orgamisation is primarily responsible for the
deveiopment and implementation of good ethics?

(1]
[2]
[3]
[4]

financial officials
shareholders
internal stakeholders
board of directors

QUESTION 19
. costs typically anse from warranty claims and product recalls

(1]
[2]
(3]
[4]

Intemnal failure
Appraisal
External faifure
Prevention

[Turn over]




g MNP2601
October/November 2015

QUESTION 20

Amazon com, an online retailer, uses a central computer in therr warehouses, which records the
location of goods and maps out routes for pickers of ordered items If the central computer
should have msufficient capacity to handle all the required transactions, it would imply the
following type of operational rnisk-

I} hardware nsk
{2 systems nisk
i3]  policy nsk

{41  process risk

Questions 21 - 35 are based on the case study at the beginning of the paper. |

QUESTION 21 .
Stonng 14.5 million tons of maize i silos at different cooperatives can hold some risks, of which
.. nsk refers to the supply nsk when maize prices fluctuate

[1]  core business

[2] extemal downside
[3] mcidental business
[4]  foreign exchange

QUESTION 22
... nsk i1s experienced when damaged roads due to flooding delay the delivery of maize to the
sios

[11 Lead time

2] External downside
[3] Incidental business
[4] Foreign exchange

QUESTION 23
The nsk of receiving sub-standard quality maize in the silos could proactively be managed by the
following management technique

[1]  ABC inventory management
{2]  supplier certification

[3] target costing

[4] buffer inventory
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QUESTION 24

As a general rule of thumb, smail-scale maize nmullers should realise that the poor quality of
ncoming maize grain from farmers could cause approximately % of the problems and related
costs associated with the maize meal products reaching the final consumer

11 20
2] 40
8] 75
4] 95

QUESTION 25

The qualty of service that internal supphers provide to intemal customers 1s equally imponrtant. In
terms of the government's support programmes to help the small-scale millers as discussed mn
the case study, the  would most probably be the mternal suppher/s of maize gran to small
millers

{1]  government purchasers of maize gramn
[2]  sellers of miling equipment

[3] rural maize users

(4] Department of Trade and Industry

QUESTION 26
One of the cost elements that small-scale maize millers should consider is direct matenal costs,
which in this case would refer to the .

[11  cost of the cleaning matenals for the milling machines
[2]  electricty cost for operating the milling machines.

{3] cost of adjusting the coarseness of the milled maize
[4]  cost of the maize grain used in the milling process

QUESTION 27
Millers should see electricity as a semi-variable cost, which in this case would imply that
electricity ..

[1] usage vanes according to South Africa’s load-shedding schedule

2] Is only a variable-cost component which changes according to production volumes
(3] could have both a vanable-cost and a fixed-cost component for the mifling facility
[4] can be replaced by manual labour If electricity provision is uncertain
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QUESTION 28

The decision-makers in the Department of Trade and Industry most probably assumed that the
miller's leaming curve would change over time to decrease the labour cost component of milled
maize In this case, an improved leaming curve would imply that

[1]
[2]
{3)
(4]

the more small-scale millers attend training sessions before being selected for the
programme, the more skilled they will be dunng the miling process

the more skilled the small-scale millers become n actually handhing the milling equipment,
the more bags of milled maize will be produced

maize millers’ labour skills can be improved indefinitely through the repeated handling of
milhng equipment

skilled workers who are unwilhing to work or often go on stnke should be replaced by
advanced milling equipment

QUESTION 29
As a rule of thumb, the miliers should learn that the inventory holding costs of produced maize
usually represent on average % of the amount invested in maize inventory

[1}
[2]
[3]
[4]

10
20
50
75

QUESTION 30
Optimum maize inventory for millers would imply a situation where .

[1]
[2]
(3]
[4]

maize transportation costs from rural areas are the lowest

overall maize inventory costs are the lowest

mventory holding costs equals inventory ordenng costs

the stock-out costs of maize inventory are related to transportation costs

QUESTION 31
A typical example of multi-purpose capital equipment purchased by millers would be

[1]
[2]
[3]
(4]

forklifts for moving bags of maize meal in storage.
milling machines for grninding maize grain

stitching machines for closing maize bags

speciahsed maize milling plants to produce maize meal
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QUESTION 32

When contracting a repair expert to fix a miling machine, there 1s no lead time In repair service
delivery This refers to the following charactenistic of services.

1] heterogeneity

[2] simultaneity

[3] penshability

(4] intangibtiity

QUESTION 33

if a machine repairman arrives at the plant, only to realise that he needs other toois and more
hands to repar the machine at that specific ime, the subsequent non-rendering of the service
would be due to the  of services

{11  penshability
[2]  simultaneity
[3] intangibiity
{4]  heterogenerty

QUESTION 34

When the Department of Trade and Industry buys transportation services for delivering maize to
the 24 small-scale miflers, they should ensure that the potential transportation companies are
able to deliver the maize at the geographically dispersed milling plants In this case  1s a key
vanable in tfransport decision making.

[1] rehability

[21  capability
(3] accessibility
[4] speed
QUESTION 35

Distinguishing between ethical and unethical conduct 1s difficult Which ONE of the following hnes
of thinking would be ethical when allocating a budget to a province to train millers for a six-month
period in commercial milling?

[11 My brother-in-law has a traming facility in Kimberley which we could easily use for our
training. By doing this, both my family and the Department of Trade and Industry would
benefit

[2] " would make financial sense to use a wntten quotation from one of the training
companies to help a competing training company to quote the lowest pnice for the training.

[3] Since bnbes are common practice In other African countnes we can do the same when
awarding contracts to trainers in the Northern Cape province

[4] Loyalty has a price, therefore, even if my career I1s at stake, | have to blow the whistle on
my supenor who awarded the training contract to tus best frnend
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SECTION B

ANSWER QUESTION 1 {COMPULSORY) AND THEN ONLY ONE QUESTION OF
QUESTIONS 2 AND 3.

QUESTION 1 AND PARTS OF QUESTIONS 2 AND 3 ARE BASED ON THE CASE STUDY AT
THE BEGINNING PAPER.

TOTAL OF 35 MARKS

Question 1 (compulsory) [10 marks]

1.1 From the case study can be deduced that the approach followed when determining the
price of maize is based on prevailing market prices. Motivate this statement from the
case study. (3)

[/f the case does not provide specific information to substantiate your answer you are allowed to

make relevant assumptions.]

1.2 Standardisation is a helpful technique in managing quality in purchasing and supply.

{(a) Define standardisation (2)
(b) Discuss how silo owners can use standardisation in terms of the white maize received
from the farmers (2)

(c) Discuss how standardisation implemented by silo owners would benefit the small-scale
miliers who purchase from these silos. {3)
[You may make relevant assumptions if the case does not provide relevant information to
substantiate your answer.)
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1.1From the case study can be deduced that the approach followed when determining the price

of maize 1s based on prevailing market prices
Motivate this statement from the case study

(3)

[/f the case does not provide specific information to substantiate your answer you are allowed to
make refevant assumptions |

1.2 Standardisation is a helpful techmque 1n managing quality in purchasmng and supply
(a} Define standardisation (2}

(b} Discuss how silo owners can use standardisation in terms of the white maize received
from the farmers (2}

(c) Discuss how standardisation implemented by silo owners would benefit the smali-scale
millers who purchase from these siios {3)

[You may make relevant assumptions if the case does not provide relevant information to
substantiate your answer ]

(a) Define standardisation

&
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(b) Discuss how silo owners can use standardisation in terms of the white maize receved
from the farmers {2)

(c) Discuss how standardisation implemented by silo owners would benefit the small-scale
millers who purchase from these silos 3
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NOW ANSWER ONLY ONE QUESTION OF QUESTIONS 2 AND 3
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Question 2 [25 marks]

2.1 Discuss ANY 8 supplier selection criteria when assessing suppliers  Your discussion
should also include one relevant example per critenium (19)
[This question 1s a basic theory question and no application fo the case study is required ]

2.2 Based on the case study, the small-scale millers produce maize products at affordable
prices. Categonse ANY 3 types of inventory held at the small-scale miling plants by
providing a short discussion of the inventory categones and a relevant example. (6)

[ You may make relevant assumptions if the case does not provide relevant information to

substantiate your answer.}

2.1 Discuss ANY 9 supplier selection criteria when assessing suppliers  Your discussion
should also include one relevant example per criterium (19)

[This question 1s a basic theory question and no application to the case study is required }

» Criterium 1
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s Criterium 2

s Criterium 3:
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e Criterium 4

+ Criterium 5.
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s Criterium 6.

¢ Criterium?7
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s (Critetium 8.

o Criterium9
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2.2 Based on the case study, the small-scale millers produce maize products at affordable
pnces Categonse ANY 3 types of inventory held at the small-scale milling plants by
providing a short discussion of the inventory categones and a relevant example (6)

[You may make relevant assumptions if the case does not provide relevant information to
substantiate your answer |

 Category 1

« Category 2
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» Category 3
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Question 3 [25 marks]

3.1

If supphers are using price analysis to determine selling pnces, discuss the six different

pricing models to assist them in determining pnices {19

[This question is a basic theory question and no application to the case study is required.]

3.2

From the case can be deduced that decisions should be made on appropnate miiling
machines as part of small-scale millers’ capital equipment. Explain shortly what the
decision about miling machines mean in terms of the following qualitative
considerations:

(a) rehability

(b) flexibility .

(c) space

(d) safety

(e} effect on quality of end products

() durability (6)

[/f the case does not provide specific information to substantiate your answer you are allowed to
make relevant assumptions.]

3.1

If suppliers are using price analysis to deiermine selling pnces, discuss the six different

pricing models to assist them in determining prices (19)

[This question is a basic theory question and no application to the case study is required ]
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3.2 From the case can be deduced that decisions should be made on appropriate milling
machines as part of small-scale millers’ capital equipment Explan shortly what the
deciston about mihng machines mean iIn terms of the followmg qualitative
considerations:

(a) rehability

(b) flexibility

(c} space

(d) safety

(e} effect on quality of end products

(f) durabiity (6)
[/f the case does not provide specific inforrmation to substantiate your answer you are allowed to
make relevant assumptions |

(a) rehability

(b) fiexibility

{c) space

(d) safety

(e) effect on quality of end products

(f) durability

@
UNISA 2015
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ADDITIONAL SPACE

Note: Continue using the hnes below if the lines at a specific question were not enough. Make
sure to mark the question CLEARLY and also indjcate at your answer to the question that you
continued in the additronal space provided.
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ROUGH WORK

Note: Any nofes made on this rough work section will NOT be marked. You can use this space
for your own rough work.
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4 ENTER YOUR STUDENT NUMEER FROM LEFT Y0 RIGHT 4 VUL U STUDENTENOMMER VAN LINKS Na REGS IN
% CHECGK THAT YOUR STUDINT NUMSER HAS BEEN FILLED IN COARECILY 5 KONTROLEER DAT U BIE KORREXTE STUDENTEADMMER VERSTREX HET
6. CHECK THAT THE UNtQUE NUMBER HAS BEEN FILLED i8 CORRECTLY 6 KONTROLEER DAT D1f UNIEXE NOMMER REG INGEVUL IS
7 CHECK THAT ONLY ONE ANSWER PER QUESTION HAS BEFN MARKED 7 MAAK SEKEA DAT NET EEN ALTEANATIEF PER VRAAG GEMERK IS
& DO NOT FOLD B MOENHE vOU NIE
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