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1 INTRODUCTION 

Dear Student 
 
This tutorial letter contains the answers to Assignment 01 and Assignment 02 and the format of 
the examination paper. It also includes an example of previous examination questions and an 
example of how to answer a question on a case study. 
 

2 GUIDELINES FOR ANSWERING ASSIGNMENT 01 

With a case study it is very important to remember to apply the theory in the study guide to the 
facts given in the case study to answer the question in full. Therefore, merely stating a point 
discussed in the literature of the study guide will not be marked as a correct answer. That said, 
if there is theory stated in your study guide that may relate to the question, but there is no 
information in the case study to support your answer, you may make your own relevant 
assumptions to apply the theory to the case study. Here are the answers to Assignment 01. 
 
QUESTION 1 

When you consider the supplier perception model, what type of relationship does Ensight 
Energy Solutions have Palabora Mining Company? [13] 
 
In your answer you should address the following: 
 Indicate the relationship type. (1) 
 Discuss the four quadrants of the model. (8) 
 Offer explanations of the two axis of the model for the relationship type that you have 

identified. (2) 
 Provide quotes from the case study for each of the two axes to substantiate your answer. 

(2) 
 

ANSWER: (SU 1; section 1.2.2) 
 
Ensight Energy Solutions has a core relationship with Palabora Mining Company (PMC). 
 
The four quadrants include develop, core, marginal and exploit relationships: 
 Where a buyer falls into the supplier’s desire to develop a relationship with it, the buyer’s 

business is highly attractive to the supplier, but the value of its business is still low. 
 Where a buyer’s business is highly attractive to the supplier and the value of its business is 

high, the relationship will fall into the core quadrant. 
 If a buyer’s business is low in its level of attractiveness to the supplier and only generates a 

low value of business, it will fall into the marginal relationship quadrant. 

 Lastly, when the supplier is in a position where the level of the buyer’s business is low in its 
attractiveness, but the value of its business is very high, the supplier will be in a position to 
exploit the relationship. 
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The two axes focus on: 
(1) the value of the business offered by the buying organisation in terms of the supplier turnover 
levels, and  
(2) the level of attractiveness that the buying organisation’s business has for the supplier. 
 
1. PMC's business is highly attractive to Ensight Energy Solutions. 
 "When they are so confident that they work on a contingency basis, with payment only 

being due once the desired results are achieved, then there is little to no reason that the 
SME supplier won’t secure the contract." 

2. The value of PMC's business to Ensight Energy Solutions is high. 
 "We work for companies that generally have energy costs of around R500 million to R1,5 

billion a year, said Rod Welford, CEO of Ensight Energy Solutions".  
 "Nailing its colours to the mast, payment is only made as a basis of the overall percentage 

in energy savings achieved by the customer. 

 
QUESTION 2 
 
What type of organisational culture will exist between the individual team members of Ensight 
Energy Solutions and Palabora Mining Company? [02] 
 

ANSWER: (SU2; section 2.4.2) 
 
In your answer you should have identified the type of organisational culture (1) and motivated 
your answer with a short explanation. (1) 
 
The individual team members will have informal organisational culture. 
 
Individual team members' subjective attitudes, values and beliefs operate behind the scenes 
and determine how decisions are made. 

 
QUESTION 3 
 
“This is a people process, which concentrates on examining and changing the way things are 
done”. Discuss the stages of the way in which people react to change and suggest typical 
reactions that the employees at Palabora Mining Company may have. [21] 
 

Answer: (SU5; section 5.3) 
 
There are seven (7) stages of ways in which people react to change. These are: 
 
1. Shock or immobilisation 
 This happens when people first hear about the change. They will still compare the situation 

(what has now changed or will change) with the way it has always been done.  
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 PMC employees may at first feel shock and say: “Management cannot change the way that 
we have been operating for many years.” 

 
2. Denial 
 When people overcame the shock, they may rebel against the change, still referring to how 

things have always been done in the past. 
 PMC employees may say: “We will never use the current technology in a different way.” 
 
3. Frustration and defensive 
 Once people realise that the change is here to stay, they may react defensively (protecting 

the way I has always been done) and get frustrated with the changes. 
 PMC employees may say: “It is too difficult to use the current technology in the new way that 

Management wants us to, even if it may save energy or costs”. 
 
4. Acceptance and discarding 
 People now enter the new stage where they transition between the past and the future, from 

the way things were done to how they will be done from now on.  
 PMC employees may say: “Okay, maybe we will consider trying out the new way of using the 

technology.” 
 
5. Testing 
 People accept the changes, but may still be cynical about the worth of the change. 
 PMC employees may say: “Well let us first try to use the technology in a different way and 

see if it may work.” 
 
6. Search for meaning 
 People enter this stage after they have tried out the changes and it seems positive. 
 PMC employees may say: “Well, we have tried using the technology in this way and it looks 

like it is working!” 
 
7. Integration 
 Once people have moved through all these stages and they have found meaning in the 

change, they will integrate the change into their work. 
 PMC employees may say: “Now that we saw that it works to use the technology in this way 

and we know that it will save energy and costs, we know that we can do it like that from now 
on.” 

 
QUESTION 4 
 
When you consider the savings that Palabora Minig Company has achieved, it is clear that 
Ensight Energy Solutions is a well performing supplier. Which seven principles should Palabora 
Mining Company employ with other suppliers to achieve the benefit of supplier performance 
management? [14] 
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Answer: (SU7; section 7.6) 
 
Principle 1 – Know your end game 
PMC should establish the right key performance indicators (KPI) to accurately measure supplier 
performance.  
 
Principle 2 – Face facts 
Ensure that employees understand that supplier performance management provides a more 
accurate assessment than their history with the supplier. For best results, PMC should hold their 
KPIs steady for 12 to 18 months.  
 
Principle 3 – Be firm 
PMC should ensure that suppliers understand their programme, its goals and its benefits before 
implementing it. PMC must be firm that they will enforce corrective action for problem areas and 
that, there will be consequences for those suppliers that do not take action to improve. 
 
Principle 4 – But work with (not on) suppliers 
PMC should avoid the teacher-student relationship. PMC should collaborate; involve suppliers 
in the process whenever possible.  
 
Principle 5 – Assign supplier performance management owners 
Implementing supplier performance management requires assigning owners to manage certain 
suppliers. Ultimately, business unit managers are the ones running the scorecards. PMC should 
train supplier performance management owners on not only the software, but the methodology 
as well. 
 
Principle 6 – Drive on-going improvement, reset metrics 
The output of the last performance review and its subsequent action plan should be the input to 
a supplier’s next review period. As the top-level strategic goals of PMC change, so should the 
top-level criteria against which PMC measures suppliers. 
 
Principle 7 – Automate wherever possible 
PMC should look for supplier performance management solutions that automate surveying and 
scorecard functions to minimise required resources. Supplier performance management 
solutions also exist that capture supplier data in a single repository, rather than disparate 
systems. The most effective solutions use process workflow to ensure users follow consistent 
processes and involve the right stakeholders. On-demand solutions are one cost-efficient 
option. 

 

[Total marks: 50] 
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3 GUIDELINES FOR ANSWERING ASSIGNMENT 02 
 
Here are the answers to Assignment 02.  
 
Question 1 
 
Which one of the following represents a measure in the supplier perception model?  
 
[1] The value of the business that the supplier offers to the buying organisation in terms of the 

buying organisation’s ultimate profit 
[2] The risk involved in doing business with the supplier and the complexity of the relationship 
[3] The level of integration that the supplier will be willing to allow with the buying organisation. 
[4] The level of attractiveness that the buying organisation’s business has for the supplier. 
 

Answer: (SU 1) 
The correct answer is option 4, because it is the focus of the vertical axes of the supplier perception 
model. Option 1 is incorrect, because the horizontal axes of the supplier perception model focuses 
on the value of the business that the buying organisation’s business offers to the supplier (not the 
other way around) in terms of the supplier’s turnover levels. Option 2 is incorrect, because the level 
of risk and complexity is measured in the supply positioning model on the vertical axis. Option 3 is 
incorrect and irrelevant for the supplier perception model. 

 
Question 2 
 
Which of the following options indicate poor management of a contract? 
 
[1] Use commercially available contract management solutions. 
[2] Use risk-assessed contract language. 
[3] Extend long sourcing and contracting cycles.  
[4] Increase collaboration among internal stakeholders, especially procurement and finance. 
 

Answer: (SU 6) 
The correct answer is option 3, because it clearly points out that long sourcing and contracting 
cycles add to costs, therefore it is a sign of poor contract management. Options 1 and 2 are 
incorrect seeing that those are indicated as a “best practice for managing supplier contracts”. Option 
4 is incorrect and explains that an increase in collaboration among internal stakeholders will improve 
the management of supplier contracts. 

 
Question 3 
 
Identify a disadvantage of a survey when used as a supplier performance rating method. 
 
[1] The survey will be completed by an unlimited number of reviewers. 
[2] The survey is based on the experience of other companies. 
[3] The survey is not applicable to long-term evaluation of supplier performance. 
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[4] The survey does not reflect the severity of quality problems. 
 

Answer: (SU 7) 
Option 2 is correct as it is pertinently indicated in the study guide as a disadvantage of a survey. 
Option 1 is incorrect, because it is clearly an advantage for an organisation. Option 3 is incorrect, 
since it depends on the quality of data and the regularity of updates from the research organisation 
and is therefore plausible. Option 4 is not necessarily true as a survey is likely to contain scales (1-
5) to rate problems and/or an option to describe the severity of problems in the company’s own 
words. 

 
Question 4 
 
As with any organisation, the buying organisation may experience a natural tendency to operate in 
an independent and competitive manner, especially in uncertain times, which may hurt supplier 
relationships.  Which one of the following is such a tendency for the buying organisation? 
 
[1] Lock the supplier into business with them. 
[2] Give suppliers relevant information to form strategic partnerships with other organisations. 
[3] Pay minimum prices although greater returns are available on the market. 
[4] Absorb as much risk as possible in the supplier network. 
 

Answer: (SU 5) 
The correct answer is option 3, because it may lead to a supplier feeling “cheated”, especially if 
such a situation was not agreed to previously and will certainly damage supplier relationships. 
Option 1 may sound like an appropriate answer, but in uncertain times, it may be mutually beneficial 
for a buying organisation and a supplier to be locked into business, allowing a greater certainty and 
even security for both. Options 2 and 4 will only enhance supplier relationships.  

 
Question 5 
 
Which option forms part of the developing stages of a buyer/supplier relationship? 
 
[1] The buyer’s expectations 
[2] The supplier’s expectations 
[3] Buyer commitment 
[4] Supplier commitment 
 

Answer (SU 4)  
Option 1 is the correct answer. Option 2 is incorrect, because the development phase will involve 
the perception of the supplier.  The buying organisation will expect certain services from the supplier 
and the supplier will perceive the significance of doing business with the buying organisation. 
Options 3 and 4 will both be correct, but as a mutual commitment, not individually.  If only one side 
of the relationship is committed, the relationship is doomed to fail. 
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Question 6 
 
Which tool may be used to ensure compliance management is performed with a project baseline? 
 
[1] Performance dimension 
[2] Supplier risk scale 
[3] Responsibility matrix 
[4] Task length range 
 

Answer (SU 6) 
You need to understand that compliance management is where contract management and 
performance management complements each other.  Option 3 is correct, as each function in the 
requirements document will be placed under the authority of an employee in the buying 
organisation, making it beneficial for every party involved to identify the responsible person for that 
section by name. Option 1 is incorrect, as it will only consider performance management, which will 
not ensure compliance management as a whole. Option 2 is incorrect, as this will only consider risk 
and only from the supplier’s side; therefore, it will not ensure compliance management as a whole. 
Option 4 is incorrect, as it will only focus on the time it will take to complete tasks, it does not mean 
that it will result in good performance. 

 
Question 7 
 
Sunny Sports is in the process of signing a contract with Simply Shades.  The contract has been 
negotiated and drafted. What is the next stage for Sunny Sports in the contract lifecycle? 
 
[1] Creation 
[2] Activation 
[3] Compliance 
[4] Analysis 
 

Answer (SU 2) 
Option 2 is correct, because the contract has been negotiated and it now has to be signed and a 
central repository for all contract information should be formed. Option 1 is incorrect, because the 
contract has already been negotiated; the creation stage has now passed. Option 3 is incorrect, 
because the contract has not been signed yet and Sunny Sports will therefore not be able to tract 
the internal usage of preferred suppliers and contracted pricing, and monitor or audit the contract 
terms, changes and performance. Option 4 is incorrect, because Sunny Sports will not be able to 
enforce spending against budgets; and balancing orders between preferred suppliers, since the 
contract has not been signed yet. 

 
Question 8 
 
In which scenario will a buying organisation classify a product or service as a leverage item?  
Where the expenditure of the product or service is (1) … and there are (2) … alternate products or 
services available. 
 



MNP3703/201 
 
 

10 

[1] (1) low; (2) many existing 
[2] (1) high; (2) some existing 
[3] (1) low; (2) only a few existing 
[4] (1) high; (2) no 
 

Answer: (SU 1) 
The answer is option 2. You need to know the supply positioning model to identify the correct 
answer. Option 1 will classify the product or service as routine. Option 3 will classify the product or 
service as bottleneck. Option 4 will classify the product or service as critical. 

 
Question 9 
 
Why is it important to sustain strategic supplier relationships? 
 
[1] An increasingly large percentage of the value of a product or service comes from suppliers, 

which is crucial for a buying organisation to satisfy its customers. 
[2] The focus of suppliers has shifted from a long-term corporate strategy to short-term purchasing, 

sourcing and supply objectives derived from applicable purchasing, sourcing and supply 
strategies. 

[3] The performance of all the current active suppliers (including those that underperform and 
excel) always outweighs the risk of finding a new suitable supplier to efficiently realise the 
organisation’s mission and objectives.  

[4] A common trend today is toward continuous improvement and promoting supplier innovation for 
the supplier to benefit exclusively. 

 

Answer: (SU 1) 
The correct answer is option 1. Supplier relationship management shifts the focus to the 
maintenance of these buyer/supplier relationships by the buying organisation in order to obtain 
superior performance from the suppliers for the span of their association. Option 2 is completely 
irrelevant, since a short-term orientation is wrong. Option 3 is incorrect, because if all the current 
active suppliers underperform, the risk of finding a new supplier may outweigh the poor performance 
of the suppliers.  Option 4 is incorrect, because the idea of supplier relationship management is to 
create value and benefits for both the supplier and the buying organisation.  

 
Question 10 
 
What is part of the managers of a supplier relationship team's responsibilities? 
 
[1] Communicate the expected standards of behaviour from team members. 
[2] Identify weaknesses and a lack of motivation of individual team members. 
[3] Control team members' performance by keeping to specific job descriptions. 
[4] Provide a general direction and objectives of the team's organisational culture. 
 

Answer: (SU 2) 
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Option 1 is correct, because the managers need to clearly communicate what will be expected from 
team members. Option 2 is incorrect, because a positive manager will not focus on team members' 
weaknesses. Option 3 is incorrect, because a manager should rather empower team members than 
control them. Option 4 is incorrect, because a manager needs to provide a clear direction of the 
organisational culture, not a general direction. 

 

4 GUIDELINES FOR ANSWERING EXAMINATION QUESTIONS 

It is essential to follow a systematic approach and to use headings and paragraphs when 
answering examination questions and essay-type assignments (such as the case study 
Assignment, 01, in Tutorial Letter 101). For this reason we provide some guidelines below on 
how to answer this type of question. 
 

4.1 Structure and headings 

Use STRUCTURE AND HEADINGS when answering essay-type questions. Do not, under any 
circumstances, write only ONE LONG PARAGRAPH. An essay that consists of one long 
paragraph indicates that you do not know how to structure your answer. When you write long, 
unstructured paragraphs you tend to start drifting away from the question that is being asked. 
 

4.2 Relevance 

Make sure your answer is relevant to the question being asked.  Do not try to include irrelevant 
information in your answer. You will not receive any marks for such information.  Make sure you 
identify exactly what is being asked and that you answer the question directly. Unfortunately, 
some students provide a very thorough and detailed discussion on a question that was not 
asked! These answers are then marked as incorrect.   
 

4.3 Answer the entire question 

Make sure you read the question and answer everything that is being asked. Some students 
only answer part of the question and then expect full marks. If a student answers only 40% of 
the question being asked, he or she cannot be given more than 40% of the marks for that 
question. For example, a 25 mark-question requires an answer to be presented in five steps of 
equal length. If you discuss only the first two steps, and write five pages about these two steps, 
you will not receive more than ten marks for this question, simply because you only answered 
part of the question. 
 

4.4 Time management 

Many students complain that they did not have enough time to complete the examination paper. 
However, part of the examination process is to determine whether students can identify what is 
being asked, and give concise, but complete answers. You have to be able to identify the 
important aspects of the question, which means that you should only provide information that is 
strictly relevant.  
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5 FORMAT OF THE EXAMINATION PAPER 

 

VERY IMPORTANT!! The FORMAT of the examination paper CHANGED! 

 
The duration of the examination will be two hours. The examination is a fill-in question paper 
and the format for this examination paper will be as follows:  
 
 Section A will be compulsory and will be based on a case study with shorter questions. 

Make sure to understand and internalise the content of the module to be able to answer 
application questions in the examination. It is very important that you apply the information 
in the case study when you answer the questions. The total marks for this section will be 30 
marks. 

 Section B will be a compulsory question based on theory. The question may consist of a 
long essay question or shorter paragraph-type questions. The total marks for section B will 
be 20 marks. 

 Section C will consist of two long questions from which you will be able to choose one 
question (20 marks each) to answer. The two questions may consist of a long essay 
question or shorter paragraph-type questions. Please note: Only the first question that you 
have completed will be marked – you will not be benefitted in any way if you complete both 
long questions. The total marks for section C will be 20 marks. 

 The total marks for the paper will be 70 marks.  
 
If you do not obtain a subminimum of 40% in the examination, your semester mark will 
not be taken into account to calculate your final mark. The combined weighted average of 
your year mark and examination mark must be 50% or higher for you to pass the module. 
 

6 CONCLUDING REMARKS 

I trust that the above guidelines will help you to evaluate your answers to Assignments 01 and 
02 and that this tutorial letter has given you some idea of the type of questions to expect in the 
examination.  
 
Good luck with your studies! 
 
Ms L Marcantuono 
Module co-ordinator 
DEPARTMENT OF ENTREPRENEURSHIP, SUPPLY CHAIN, TRANSPORT, TOURISM AND 
LOGISTICS MANAGEMENT 
Unisa 
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ADDENDUM A – A PREVIOUS EXAMINATION PAPER 
PLEASE NOTE:  The FORMAT OF THE MAY/JUNE 2018 EXAM DIFFERS from this 

previous exam paper 

 
This paper consists of seven pages, plus instructions for the completion of a mark-reading sheet. 
 
ANSWER SECTION A, B AND C (TOTAL: 70 MARKS) 
 

SECTION A [20] 
 
ALL THE QUESTIONS IN SECTION A ARE COMPULSORY 
 
Answer all the questions on the mark reading sheet AND write your answers in your 
green answer book as a back-up.  
 
Each question counts 1 mark. 
 
 
QUESTION 1 
 
A service level agreement is a ... tool. 
 
[1] monitor-measurement-feedback 
[2] key performance indicator 
[3] balanced scorecard 
[4] conflict-prevention 
 
QUESTION 2 
 
Organisations outsource increasingly more business sections, thus resulting in a larger portion 
of costs lying outside the organisation in a supply chain. How may an organisation attempt to 
save costs internally? 
 
[1] Work with their suppliers to lower the total cost of materials purchased. 
[2] Recognise and celebrate the achievements of their best suppliers. 
[3] Adopting any new management practice and related technologies. 
[4] Collaborate with brokers to increase profits on products sold to internal customers. 
 
QUESTION 3 
 
As with any organisation, the buying organisation may experience a natural tendency to operate 
in an independent and competitive manner, especially in uncertain times, which may hurt 
supplier relationships.  Which one of the following is such a tendency for the buying 
organisation? 
 
[1] Lock the supplier into business with them. 
[2] Give suppliers relevant information to form strategic partnerships with other organisations. 
[3] Pay minimum prices although greater returns are available on the market. 
[4] Absorb as much risk as possible in the supplier network. 
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QUESTION 4 
 
A wide spectrum of relationships between buyers and suppliers can exist based on the type of 
interaction between the buying organisation and the supplier. The spectrum stretches from ... to 
... relationships. 
 
[1] corporate; collaborative 
[2] transactional; alliance 
[3] competitive; contributing 
[4] buyer; supplier 
 
QUESTION 5 
 
Why would an organisation ideally decide on managing a business by constructing a team? 
 
[1] All team members must be responsible for the achievement of the outcome. 
[2] Committing to a team sets goals and objectives. 
[3] A team will put personal agendas before those of individuals. 
[4] A team will work together for a common shared and meaningful outcome. 
 
QUESTION 6 
 
In which stage of integration will a buying organisation be with its supplier, if the supplier has an 
established reputation with the buying organisation and if this results in a smaller pool of 
suppliers for the buying organisation? 
 
[1] Competitive leverage 
[2] Preferred supplier 
[3] Performance partnership 
[4] Strategic alliance 
 
QUESTION 7 
 
Which type of buyer/supplier relationship will a buying organisation have with the supplier if it is 
difficult to predict requirements in advance? 
 
[1] Regular trading 
[2] Call-off contracts 
[3] Systems contract 
[4] Spot purchases 
 
QUESTION 8 
 
Which tool may be used to ensure compliance management is performed with a project 
baseline? 
 
[1] Performance dimension 
[2] Supplier risk scale 
[3] Responsibility matrix 
[4] Task length range 
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QUESTION 9 
 
To understand individuals we need to understand behaviour.  Ultimately, what makes us say the 
things we do or determine the way we act? 
 
[1] Habits 
[2] Cultural influences 
[3] Beliefs 
[4] Past experiences 
 
QUESTION 10 
 
Which statement best describes strategic sourcing? 
 
[1] A strategic management process whereby commodities and suppliers are analysed, and 

relationships are formed and managed according to best practices and appropriate 
strategies in support of long-term organisational goals. 

[2] An analysis of the entire customer base to ensure that a strategic relationship is formed 
with each type of customer within the various categories of commodities purchased. 

[3] The management process of planning, implementing, evaluating and controlling strategic 
operating decisions for directing all activities of the purchasing function towards 
opportunities consistent to the organisation’s capabilities to achieve its long-term goals. 

[4] The strategic management practice whereby existing suppliers of commodities are 
categorised according to its focus of business, performances are evaluated against set 
standards and its own performance as an organisation is accordingly benchmarked. 

 
QUESTION 11 
 
Which of the following that may be classified as an internal change can affect buying 
organisations? 
 
[1] The introduction of the use of EDI 
[2] The global financial crises 
[3] A substantial increase in fuel prices 
[4] A resultant increase in interest rates 
 
QUESTION 12 
 
Which type of negotiator will do just enough to get a good contract with difficult and 
unreasonable suppliers? 
 
[1] Analyser 
[2] Climber 
[3] Camper 
[4] Quitter 
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QUESTION 13 
 
Groups of interrelated actions, such as a negotiation encompassing a number of actions, form 
a(n) … . 
 
[1] action 
[2] episode 
[3] sequence 
[4] relationship 
 
QUESTION 14 
 
One of the risks associated with contract management is that the … 
 
[1] buying organisation’s responsibilities are monitored. 
[2] supplier's responsibilities are monitored. 
[3] supplier abandons its other business. 
[4] buying organisation causes superior short-term performance. 
 
QUESTION 15 
 
In which step of the supplier performance management model should both parties clearly 
identify and agree on the performance milestones on which the incentives will be based? 
 
[1] Identify the key performance indicators (KPIs). 
[2] Create the performance incentives. 
[3] Negotiate the performance targets. 
[4] Hold periodic award events after the contract is awarded and performance starts. 
 
QUESTION 16 
 
According to Kurt Lewin’s model, the sequential process of implementing changes involves … 
 
[1] freezing, changing and refreezing. 
[2] unfreezing, freezing and changing. 
[3] changing, freezing and unfreezing. 
[4] unfreezing, changing and refreezing. 
 
QUESTION 17 
 
In which stage of the contract life cycle should a central repository for all contract information be 
established? 
 
[1] Creation 
[2] Activation 
[3] Compliance 
[4] Analysis 
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QUESTION 18 
 
A CEO who is a two way communicator and views partnerships as important aspects of 
leadership, is a(n) … leader. 
 
[1] autocratic 
[2] charismatic  
[3] procrastinating 
[4] democratic 
 
QUESTION 19 
 
Which one of the following circumstances will most likely lead to the termination of the 
relationship between a buyer and supplier? 
 
[1] The supplier unexpectedly becomes financially unstable. 
[2] The buyer's and supplier's philosophies remain constant. 
[3] The supplier repetitively meets required service levels. 
[4] The buyer and supplier continue collaborative efforts. 
 
QUESTION 20 
 
Buying organisations do not always dictate the direction of the relationship with a particular 
supplier, since the supplier's … play(s) a crucial role in the formation and maintenance of a 
specific type of buyer/supplier relationship. 
 
[1] positioning 
[2] networks 
[3] perceptions 
[4] relationships 
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SECTION B [30] 
 
SECTION B IS COMPULSORY. 
 
Read the following article and answer the questions that follow. 
 
BMW tops ranking in supplier relationship index 
27 June 2012 | Kamalpreet Badasha 
 
BMW has been rated number one in the 2012 Supplier Relationship (SuRe) index scoring 617 
points out of a possible 1 000. The annual research, conducted by information company IHS, 
ranks 28 carmakers based on interviews with executives at 230 automotive suppliers. In second 
place was Porsche with 611 points, followed by Mercedes-Benz with 606 and Jaguar Land 
Rover with 599. IHS analyst Matteo Fini, said: “The key reason for the improvement by BMW, 
according to suppliers, was providing them with the potential to make a profit over the lifetime of 
a contract.” The bottom three companies were Chinese manufacturers Dongfeng Motor Group 
with 402 points, FAW Group Corp with 391 and Chery Automotive with 370 points. 
The index is compiled using qualitative ratings for 29 metrics provided by suppliers, which are 
then converted into points. The metrics include payment terms, support in achieving price 
reduction, protection of supplier’s intellectual property and demands for better logistics. The car 
manufacturers are then given individual scores for the following five concepts: profit potential, 
organisation, trust, pursuit of excellence and outlook. 
BMW ranked first for outlook, which assesses how suppliers feel about the future success of the 
car manufacturers as a customer for securing business. BMW was second for organisation, 
which examines the quality of communications with the supplier. It was also second for pursuit 
of excellence, a concept that looks at the extent to which the car manufacturer achieves 
competitive advantage by getting the best-in-class technology delivered to the customer. BMW 
came third for profit potential, which is defined by factors such as productivity gains and 
payment for parts. 
 
Source: http://www.supplymanagement.com/news/2012/bmw-tops-ranking-in-supplier-

relationship-index/?utm_source=Adestra&utm_medium=email&utm_term= 
[Accessed on 2012-11-22] 

 
QUESTION 1 [30] 
 
1.1 Explain relationship formation according to the five different aggregation levels in relation 

to the above article. (10) 
 
1.2 From the above article and your knowledge of the topic, discuss briefly what constitutes 

the buyer/supplier relationship (06) 
 
1.3   Draw and explain the supplier perception model in order to illustrate how suppliers view 

their relationship with BMW as the buying organisation. (12) 
 
1.4  Define supplier relationship management in relation to strategic sourcing. (02) 
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SECTION C 

 
Answer ANY ONE of the following TWO QUESTIONS. Total: 20 marks. 
 
 
QUESTION 2 [20] 
 
There are two (2) approaches to negotiation, namely collaborative (or constructive) and 
adversarial (or competitive) negotiations. Discuss the classifications of negotiation in detail by 
addressing the following issues: 
 
2.1 The main objective of each of these approaches to negotiation (04) 
2.2 The four (4) types of relationships between the negotiating parties (08) 
2.3 The two (2) types of contact between the negotiating parties (02) 
2.4 The content of the three (3) issues in negotiation situations, namely price, contract and 

delivery (06) 
 
OR 
 
QUESTION 3 [20] 
 
Draw and explain the contract management functions at the different levels of strategic supplier 
management 
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