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This examination has FIVE compulsory questions worth 25 marks
each.
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Do not open this question paper until instructed by the invigilator.
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All answers must be written in the answer booklet provided.
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All rough work and notes should also be written in the answer

) THE booklet.
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THTERIE R BTIE D 20 20 BhRATFAH B AT R BIE R
You are advised to allow 20 minutes to read carefully and analyse the information in the case
study before attempting to answer the questions .
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CASE STUDY - SOURCING AT MAGNA RACING

Franck is the head of procurement at Magna Racing, a company that builds and races high-performance cars.
The procurement function is responsible for the sourcing and supply of all externally manufactured
components and services required by the company to enable it to compete in motor racing events all over the
world. These purchases include car components that are branded items or Magna-designed, as well as those
consumable items necessary to allow the in-house manufacturing division to operate at maximum efficiency.
Sourcing is a trade-off between cost, lead time, and quality. Meeting the delivery expectations of in-house
customers is a key aim of procurement, as well as ensuring best value-for-money for the components that are
sourced.

One factor that makes sourcing for Magna challenging is the immediacy of the operations. During the motor
racing season, cars are re-developed from one race to the next. This means that the average lead time from
the release of a design to receipt of the finished components is less than a week. No sooner are the
components fitted and run, than they become obsolete and are replaced with a newer improved version.
Outside the racing season there are different issues. Approximately 12,000 new drawings are released over a
period of three months and all these have to come together to a tightly controlled plan so that a new car can
be assembled in time for the start of the racing season. Franck has been tasked with developing a robust
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sourcing process to cover all purchases.

Magna is an engineering-led organisation where designs are put together by the design teams and
procurement is expected to action them as needed. Components are specified in great detail and with tight
design tolerances. Suppliers tend to be embedded in the design teams and supplier selection is based on the
personal preferences of the design team leaders. Franck would like procurement to be more involved in the
design process and to set up sourcing plans based on clear supplier selection criteria. In order to establish
credibility with the design teams, Franck recently developed a supplier capability database which is now
used by most engineers and which saves both time and effort when identifying specialist suppliers.

The supply base is varied. Some suppliers are one-person operations, while others are large, multinational
engineering companies more used to dealing with the major automotive manufacturers. There have recently
been instances of technically-capable smaller suppliers encountering cashflow problems which affected their
delivery performance. There is no system in place at the moment to establish the financial stability of
suppliers.

There has been a lot of discussion in Magna recently about the need to reduce supply costs. Franck has
therefore been tasked with investigating ways of achieving this. International sourcing is one item on the
agenda. Most sourcing is currently undertaken locally, but many of the standard components used by Magna
are now available in low-cost countries. Another area of investigation is that of collaborating with other
motor racing companies on non-competitive areas of spend, such as travel, freight and hospitality. Finally, in
Franck’s previous job he had access to e-sourcing systems and wants to implement these systems within
Magna as well.

05 QUESTIONS

T AR RS RAIE R, MR EGIRMNE B EERE. ERREEH 32 2eEE.
These questions relate to the case study and should be answered in the context of the
information provided. You are advised to spend 32 minutes on each question.

L. RAETT R N R ERI, AR A 7 BRIWERGERT DAME I K AV G BEArAE. (20 7
Describe FIVE selection criteria that Magna Racing’s procurement function might use when developing
its supplier base.

2. FHHIR B 55 2 AR E N —AMENIRAE IR AR AR A R R A B BE SO S v R
BENEREAR. 207
The case study states that Franck would like to set up sourcing plans.
Explain the main content of a sourcing plan that Magna Racing might adopt.

3.
a) R AR MTRTE AT N LI PN R KT SR80 (10 43

Explain why Magna Racing should appraise the financial position of its suppliers.

b) FRRESEHE IFELE A B T LU R R L 7 B SRah PR B AN 25 Lh R . (10 43D

Explain any TWO financial ratios that Magna Racing might use to determine a supplier’s liquidity.

4.
a) BRI TN ZRAFREAFGIAN BT RIERGER AN HBE D (84
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Outline FOUR component parts of an e-sourcing system that Franck might introduce into Magna Racing.

b) MEREZEM ML A E KIRWIRBE N FIA KB TR RS FERE R =il (122
Explain THREE benefits that Magna Racing’s procurement function might gain from introducing
e-sourcing systems.

5. NERAREAFNARE, MRERERNESES PREZRRIN/NMERER. £H6IRA55H
Esk, (20 )
From Magna Racing’s perspective explain FOUR legislative, regulatory or organisational requirements
that it should consider when sourcing internationally.

ABLR
END OF QUESTION PAPER
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