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Read the f('.;!“FOWMIngTCEISé;SfI:!a)ﬂI before answering the questions related to the case study

LT

Case study Supplying maize in South Africa
This case study explains parts of the supply chain of maize as a cnfical grain harvest in South
Africa (SA)

Maize contribution to the SA economy

SA maize, as an agncuitural product, i1s one of the contrnbutors 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 Zmbabwe, Japan, Zambia, Mauntius,
Kenya and Mozambique Currently, the maize industry in SA Is seen as the largest on the African
continent Maize prices in South Africa have been regulated by the forces of supply and demand
since 1997 Since the price of maize I1s regulated by these market forces, i 15 expected that an
mncreased supply of maize will result in lower maize prices

Maize production: yellow or white maize

There are two categories of maize, namely white and yellow maize White maize 1s normally
produced for human consumption, while yellow maize 15 mamly used for animal feed Currently,
the South African maize harvest mainly consists of white maize In the North-West province,
farmers have realised that it may be more rewarding to plant white maize instead of yellow maize,
because of the growth (n the livestock industry in this province

Maize supply chain

Maize can be harvested either automatically or through human effort, after which 1t 1s stored in
storage towers or silos The total grain silo storage capacity in SA 1s projected as 1 75 milhion 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 facilities are located in the northern part of
the country and have a storage capacity of 14 5 million tons of maize

The harvested maize 1s usually distributed to maize milers, where maize meal i1s produced Bags
of maize meal are distributed to wholesalers and then to retail stores where customers can
purchase them Maize grown in remote areas i1s somebmes transported to big cities for milling and
then the bags of matze 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 Afncan Business and Consumer Services (Fabcos) have
launched a project to facilitate the entry of small-scale maize millers in cities and remote areas
This project was initiated in May 2014 by the Department of Trade and Industry (DTI) and 24 small
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

Empowering the small millers as part of the project extended to skills training Substantial amounts
were budgeted to train millers to acquire skills in commercial milling 1n partnership with skilled
millers
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In an effort to reduce logistics costs, the DTI 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
cntical In both urban and rural areas Since maize contributes to the country’s gross revenue, the
South African government has launched an initiative to improve the maize meal outputs of smaili-
scale miilers with the aim of reducing the price of maize and increasing the supply of maize meal

Case study adapted from

hitp /Amww namc co zalupload/food _pricemonitoring/FPM%20Report%202004_04_02_FoodValueChains_Maize pdf
http fiwww southafrica iInfo/businessfeconomyidevelopment/farmers-220713 htm# VNx-smwl-po

http //www arc agnc za/arc-geWFact%20Sheets%20Library/Maize-infopak pdf

hitp /Awww nda agric za/docs/infopaks/Maize pdf

http //jadafa co za/wp-content/uploads/2014/06/South-Africa_Agricultural_Commodities_Bnef pof

{The above websites were accessed on 13 February 20151
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QUESTION 1
The concepts of logistics management and supply chain management can be confusing
Which statement explains the difference between these concepts?

[11  Supply chain management involves achivities related to the effective flow of matenal and
information within the boundaries of a specific orgamsation

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

[3] Logistics 1s that part of the supply chain that manages the forward and reverse flow of goods
and information from the point of origin to the point of consumption

{41  Supply chain management focuses on optimising wealth for a single organisation by adding
value

[Turn over]



4 MNP2601
May/June2018
QUESTION 2
Which one of the following can typically be categonised 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 categonsed as both an mbound and an outbound logistics
activity?

[1] customer service
2] cross-docking

[3] transportation

[4] salvage and scrap

QUESTION 4
tf a company adopts the philosophy of lean manufacturing, they would typically use the following
statement in conversations

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

2] If we have more work stations at the plant, we can employ more people to be part of the
mantufacturing process

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

[4] We have invested farge sums of capital in these advanced machines, therefore, we need to
get maximum return on our investment before meeting changing demands

QUESTION 5
During the control task, the activity of evaluating the performance of the purchasing and supply
function should be based on both the following critical dimensions

[11 tactical and strategic objectives

[2] centrahisation and decentralisation
{31 quantitative and qualtative bases

[4]  cost reduction and reduced lead time

[Turn over]
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QUESTION 6
A typical example of a qualitative indicator for evaluating purchasing and supply activities in the
organisation 1s the  the purchasing and supply function

[1] negotiation ability of

(2]  promptness factor achieved by
[3]1  rejection ratio of consignments by
(4] outstanding orders of

QUESTION 7

A typical example of a quantitative indicator for evaluating purchasing and supply activities in the
organisation i1s

(11  benchmarking

[2]  supplier credibility

[3]  quality certification

[4] teambuidhing

QUESTION 8
Since the purchasing and supply function i1s 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 horisontal 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

[1] It would be best to use the generic evaluation system that is avadable to evaluate purchasing
and supply performance

(2] Quantitative measures give the best and most accurate indication of purchasing and supply
performance

[3] As long as the benefits equal the costs, the evaluation system for evaluating purchasing
and supply performance i1s effective

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

[Turn over]
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QUESTION 10
When determining responsibilities n the purchasing and supply process, the  function has the
prime responsibility to contact the supplier base about faulty consignments

(1] receiving
2] Inspection
(3] financial
[4] purchasing

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

i1 obtains advanced technology to speed up the process
[2]  phones the supplier to discuss future relationships

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

[4] suggests lean manufacturing as an efficient alternative

QUESTION 12

When buying specialised equipment, the purchasing procedures might require that requisitions
exceeding a predetermined amount be accompanied by two or three written quotations In such
cases, the  has the prerogative of selecting the suppher

{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 foilowing 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 suppliers to create their capabilty to perform the activity elsewhere
(4] Keep the activity In-house and invest to maintain and increase competitive advantage

[Turn over)
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QUESTION 14
1s when an organisation decides to partrally transfer the activities of a function to a supplier while
keeping the rest of the activibes in-house

[11  Cutsourcing
[2] Insourcing

[3] Co-sourcing
[4] Back-sourcing

QUESTION 15
Reciprocity 1s a practice where

{11  suppliers, who are also customers of the organisation, enjoy preferential treatment
{2]  the supplieris directly or indirectly owned by the purchasing orgamisation

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

{41 a purchasing organisation buys more than half of the suppler’s production

QUESTION 16
Which one of the following statements refers to the most likely decision of whether inventory wili
be held by supplers on behalf of the buying orgamisation?

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

[2] Even If the supplier 1s located near the premises of the buying organisation, it would still be
best to hold inventory at the buying organisation’s premises

[3] Inventory held by a supplier can have cost implications for the supplier, which will be
transferred to the buying organisation

[4] Only contingency inventory should be held by the supphier in their warehouses until needed
by the buying organisation due to the insurance nisks borne 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 nisk of obsolescent computers I1s transferred to the owner of the
computers

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

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

[Turn over]
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QUESTION 18
According to the King Report, which level of the organisation is primarily responsible for the
development and implementation of good ethics?

[1] financial officials

[2] shareholders

[3] internal stakeholders
[4] board of directors

QUESTION 18
. costs typically anse from warranty claims and product recalls

[1] Internal failure
[2] Appraisal

[3] External failure
[4] Prevention

QUESTION 20

Amazon com, an online retailer, uses a central computer in their 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 risk

1 hardware risk
[2] systems risk
{3] poiicy risk

[4] process risk

=+ =~ Questionsi21.-.35 are.based on the case study at the beginning of the paper.

QUESTION 21
Stoning 14 5 million tons of maize in silos at different cooperatives can hold some risks, of which
risk refers to the supply risk when maize prices fluctuate

1] core business

[2] external downstide
[3] incidental business
(4] foreign exchange

[Turn over]
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QUESTION 22

nsk 1s experienced when damaged roads due to flooding delay the delivery of maize to the silos

[1] Lead time

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

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

[1] ABC inventory management
(2} suppher certification

[3] target costing

[4] buffer inventory

QUESTION 24

As a general rule of thumb, small-scale maize milers should realise that the poor qualty of
incoming maize gram from farmers could cause approximately % of the problems and related
costs associated with the maize meal products reaching the final consumer

[1] 20
[2] 40
B 75
[4] 95
QUESTION 25

The quality of service that internal suppliers provide to internal customers 1s equally itmportant In
terms of the government’'s support programmes to help the small-scale millers as discussed in the
case study, the  would most probably be the internal supplier/s of maize grain to small millers

[11  government purchasers of maize grain
[2] sellers of milling 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 i1s direct material costs,
which in this case would refer to the

[11  cost of the cleaning materials for the milling machines

[2] electricity 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 milhng process

[Turn over]
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QUESTION 27
An example of millers’ overhead cost will be

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

milling machines
maize bags
electricity

buik maize

QUESTION 28

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

(]
(2]
[3]

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

the more skilled the small-scale millers become in actually handling 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
miling equipment

[4]  skilled workers who are unwilhing to work or often go on strike should be replaced by
advanced milling equipment
QUESTION 29

As a rule of thumb, the millers 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

0]
(2]
(3]
(4]

maize transportation costs from rural areas are the lowest

overall maize inventory costs are the lowest

inventory holding costs equals inventory ordering costs

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

[Turn over]
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QUESTION 31
A typical example of multi-purpose capital equipment purchased by millers would be
Kl forkiifts for moving bags of maize meal 1n storage
21  mifing machines for gnnding maize grain
{3] stitching machines for closing maize hags
[4] specialised maize mihng piants to produce maize meal

QUESTION 32

When contracting a repair expert to fix a milling machine, there ts no lead time in repair service
delivery This refers to the following charactenstic of services

[1] heterogeneity

2] simultaneity

[3] penshability

(4] Intangibility

QUESTION 33

If a machine repairman arrives at the plant, only to realise that he needs other tools and more
hands to repair the machine at that specific time, the subsequent non-rendering of the service
would be due tothe  of services

[1]  penshability
2] simuitaneity
£3] Intangibility
[4]  heterogeneity

QUESTION 34

When the Department of Trade and Industry buys transportation services for delivering maize to
the 24 smali-scale milters, they should ensure that the potential transportation companies are able
to deliver the maize at the geographically dispersed milling plants In this case  is a key vanable
tn transport decision making

M rehability

[2] capability
[3] accessibility
[4] speed

[Turn over]
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QUESTION 35
Distinguishing between ethical and unethical conduct 1s difficult Which ONE of the foliowing
statments would be ethical when allocating a budget to a province to train millers for a six-month

period in commercial milling?

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

[2] It would make financial sense to use a written quotation from one of the training companies
to help a competing training company to quote the lowest pnce for the training

[3] Since bribes are common practice 1n other African countries, 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 s at stake, | have to blow the whistle on
my superior who awarded the training contract to his best friend
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Question 1 {compulsory) [10 marks]

1.1 = From'the case study it can be deduced that the approach followed when determining the
" price ¢ of T matze 1S based on prevailing market prices Motvate this statement from the case

25l study o : i (3)
[ff the case does not prowde spec:f C mformatlon to substant:ate your answer you are allowed to

- - " o

~make relevant assumptions] - §'~ -
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u’;}”«rfi(a) Défine. mitandard|sat|on« o (2) |
e Jé‘:.r(b) Dsscues how, stloit owners can use. standard:satlon mn terms of the white maize received
g “from the farmers: -~ . - (2)
(c) DTSCLISS how standardssat:on |mplemented by silo owners would benefit the small-scale
" :: PRI f;f* rmllers mﬁo purchase from these silos _: B (3)
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1.1From the case study it can be deduced that the approach foliowed 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 relevant assumptions |

1.2 Standardisation 1s 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 smali-scale
millers who purchase from these silos (3)

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

(a) Define standardisation

{2)

[Turn over]
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(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 sito owners would benefit the smail-scale
millers who purchase from these silos (3)

[Turn over]
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ELLsYE SEEE S INOW ANSWER:ONLY ONE QUESTION OF QUESTIONS 2.0R 3 -
Question 2 [25 marks]

21 Discuss ANY 9 supplier selection criteria when assessing suppliers  Your discussion
-shqylg ‘als_o;« include one relevant example from the case study per criterium
; n}f (19)

'fus:que thn 1sa bas:c theory question and no applfcat;on to the case study is required |

T
'
|
1
!
1
i
!
:
I

22 B ﬁed on; the case study the small-scale millers produce maize products at affordable
N ;;hceﬁsh Categor!se ANY 3 types of inventory held at the small-scale milling plants by !
p?rowdlgg a ;srjon discussion of the inventory categones and a relevant example 6) |

- ;:[:/_gu may.make relevant assumptions if the case does not provide relevant information

i
|
|
t
1
1
1
i
I
|
i
|
\

~ . toisubStantiate your answer ]
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¥
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Discuss ANY 9 supplier selection criteria when assessing suppliers Your discussion

should also include one relevant example from the case study per cnterum
(19)

[Ttus question is a bastc theory question and no application to the case study s required ]

Criterium 1

Criterium 2

[Turn over]
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s Criterium 3

e Crnterrum 4

[Turn over]



18 MNP2601
May/June2018
e Criteriumb5

e Criterium6
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¢ Crniterium?7

e Crniterium 8
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Criterium 9

22

Based on the case study, the smail-scale millers produce maize products at affordabie
prices Categorise ANY 3 types of inventory held at the smali-scale miliing plants by
providing a short discussion of the inventory categories and a relevant example (6)

[You may make relevant assumptions if the case does nof provide relevant information to
substantiate your answer |

Category 1

[Turn over]



21 MNP2601

May/June2018

o Category 2

» Category 3
Question 3 [25 marks]

123:4: mif: supphers are’ usmg prlce anaIySIs to determine selling prices, discuss the six different

e
,.‘, v&xmﬁ?&ud'ﬁ %mw@(s“},‘ms \m .,.,,m““"w“‘“’w- fr

w7 o suppher pncmgfmodels (also known as market-driven pricing strategies) to assist
:gfj} ﬁz‘;"‘&“ it W”‘*me = “”0 ' ﬁwwmﬂwﬁ R

“*them m determsnmg pnces - (19)

v -

o e L e

w{T his. quest:on s a basrc theo:y question and no applhcation fo the case study 1s required |

§
E

-3 2: From the case cgn Eévggtduced that demsuons should be made on appropnate milling
: iv“‘%:g«mmgrgh”’mie:*s””%as part of small-scale mallers capital. eqmpment’ -Explain shortly what the
{m}, w"“d@cnsmnaxabout mnlmg&:‘machmes ‘mean In terms: of :the following qualitative |
l» yaconsmerationswm ITEST S N
B (a):rehablhty‘“»m EET L
12% (b)-n.ﬂe}ﬂblllty R |
- hc)space. .t |
vy (d),,safety E
T (e) effect on quality of end products ’ J
4 SRR durablllty* S ®) |
|

*
¢

1

v;g

,_5:,} ;"*‘:1:: [If the:case, does not prov:de spec;f:c information to substantiate your answer you are

Lot allowed 1o make relevant ‘assumptions ]
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If suppliers are using price analysis to determine selling prices, discuss the six different
supplier pricing models (also known as market-driven pricing strategies) to assist them

in determining prices (19)

[This question is a basic theory question and no application to the case study I1s required ]
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From the case it can be deduced that decisions should be made on appropriate milling
machines as part of small-scale millers’ capital equipment Explain shortly what the decision
about milling machines mean n terms of the following qualitative considerations-

(a) rehabiity

(b) flexibihty

(c) space

(d) safety

(e) effect on quality of end products

(f) durability (6)
[/f the case does not provide spectfic information to subslantiate your answer you are
allowed to make relevant assumptions |

(a) rehability

(b) flexibiity

(c) space

[Turn over]
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(d) safety

(e) effect on quality of end products

{(f) durabihty

®
UNISA 2018

[Turn over]



29 MNP2601
May/June2018

ADDITIONAL SPACE

vNote Contmue .using the lines below if the lines at a specific question were not enough
sMake sure to mark the question CLEARLY and also indicate at your answer to the question
‘that you conhinued i the addifional space provided
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MARK READING SHEET INSTRUCTIONS

Your mark reading sheet 1s marked by computer and should therefore be filled in thoroughly and
correctly

USE ONLY AN HB PENCIL TO COMPLETE YOUR MARK READING SHEET
PLEASE DO NOT FOLD OR DAMAGE YOUR MARK READING SHEET

Consult the iflustration of a mark reading sheet on the reverse of this page and follow the instructions step by
step when working on your sheet

Instruction numbers 0 to @ refer to spaces on your mark reading sheet which you should fill 1n as
follows

(1] Write your paper code 1n these eight squares, for instance

PISIY|1(10]0(-]X

®

The paper nimber pertains only to first-level courses consisting of two papers

WRITE | 0 | 1 | forthe first paperand | @ | 2 | for the second If only one paper, then leave blank

Fill in your initials and surname
Fill in the date of the examination

F1ll in the name of the examunation centre

Q000

WRITE the digits of your student number HORIZONTALLY (from left to nght) Begin by filling in the

first digut of your student number 1n the first square on the lefi, then fill in the other digits, each one in a
separate square

[~

In each vertical column mark the digit that corresponds to the digit in your student number as follows
[-]
WRITE your umque paper number HORIZONTALLY

NB Your unique paper number appears at the top of your examination paper and consists only of digits
{e g 403326)

122

@ In each vertical column mark the digit that corresponds to the digit number in your unique paper
number as follows [-]

(10] Question numbers 1 to 140 mdicate corresponding question numbers in your examination paper The

five spaces with digits 1 to 5 next to each question number indicate an alternative answer to each
question The spaces of which the number correspond to the answer you have chosen for each question
and should be marked as follows [-]

‘ For official use by the invigilator Do not fill 1 any information here



