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Question: 68

A procurement manager is writing a conformance specification for a non-core component. She thinks that if the
requirements in specification are higher than ISO standards, her company can achieve greater cost-savings.

Is the procurement manager’s opinion correct?
A. No, because higher specification may incur additional costs for the buyer
B. No, because higher requirements in specification, the greater bargaining power of buying organisation
C. Yes, because optimising the specification is the only method to achieve value for money
D. Yes, because higher requirements will help buying organisation find the best supplier

Answer: A

Explanation:

The specification that is produced too detailed will incur unnecessary cost because it does not allow suppliers to use
their expertise in finding the most efficient way to produce it. ‘No, because higher requirements in specification, the
greater bargaining power of buying organi-sation’: more detailed specifications could tighten the supplier base and
potentially leave buying organisation with fewer potential supplier. This may reduce buyer’s bargaining power in
negotia-tion.

‘Yes, because higher requirements will help buying organisation find the best supplier’: in some circumstances, higher
requirements will lead to smaller supplier base. In the worst scenario, there is no supplier who has capability to carry
out those requirements

‘Yes, because optimising the specification is the only method to achieve value for money’: There are other methods to
achieve cost saving and value for money, inter alia, volume concentration, relationship restructuring, etc.

Reference: CIPS study guide page 118-119

LO 3, AC 3.1

Question: 69



What is the output of regression analysis?
A. Forecasting process
B. Dependent variables
C. Line of best fit
D. Independent variables

Answer: C

Explanation:

Regression refers to a quantitative measure of the relationship between one or more independent variables and a
resulting dependent variable. Regression is of use to professionals in a wide range of fields from science and public
service to financial analysis. To perform a regression analysis, a statistician collects a set of data points, each including
a com-plete set of dependent and independent variables. For example, the dependent variable could be a firm’s stock
price and the independent variables could be the Standard and Poor’s 500 index and the national unemployment rate,
assuming that the stock is not listed in the S&P 500. The sample set could be each of these three data sets for the past
20 years.

On a chart, these data points would appear as scatter plot, a set of points that may or may not appear to be organized
along any line. If a linear pattern is apparent, it may be possible to sketch a line of best fit that minimizes the distance
of those points from that line. If no organizing axis is visually apparent, regression analysis can generate a line based
on the least squares method. This method builds the line which minimizes the squared distance of each point from the
line of best fit.

Line of best fit is one of the most important outputs of regression analysis.

Reference:

– CIPS study guide page 99-100

– Line Of Best Fit (investopedia.com) LO 2, AC 2.3

Question: 70

Which of the following factors are likely to be direct barriers to a new entrant in a supply market?
A. Threat of forward integration
B. Value to price
C. Brand identity
D. Availability of substitutes
E. Cost advantages

Answer: C,E

Explanation:

There are many types of barriers to entry into a market. Some of these include:

– Economies of Scale: When manufacturing or selling at a large scale, companies are able to avail cost advantages
because per unit costs of the product fall. So the more the company produces in quantity the more the benefit. When



existing companies have this advantage, it can act as a barrier to entry because a new entrant will have to try to match
the scale to achieve the same cost ad-vantage as the existing company. This may not be possible at the initial stage.

– A Differentiated Product: If the product being sold by the existing company or companies is highly differentiated or
enjoys strong brand loyalty, then this can act as a strong barrier to entry. The new entrant will have to invest in
creating a product with newer and unique features and bene-fits that surpass those offered by the old company. In
addition, there will need to be strong efforts to break existing brand loyalties and shift them to a new untested
company.

– High Capital Costs: If an industry requires huge capital investments at the onset, then this will act as a barrier to
entry for many of the potential entrants. Only those will attempt to enter the competitive fray who have the resources to
make this high initial investment.

– Other Cost Advantages: Apart from those cost benefits that come from economies of scale, there are other
advantages that an existing firm may enjoy. These include access to the best suppliers, an understanding of existing
materials and knowledge of their quality, possession of any necessary and important patents, and proprietary
information and technological knowledge. There are also learning advantages, achieved over years of business and
experience.

– Cost of Switching: The cost associated with a consumer’s move from one company or product or another is called
the switching cost. If there are significant switching costs, then a new entrant may not be able to create means of
removing these. Or, they may have to offer significant advantage to counter these switching costs at their own expense.

– Distribution Network: Often, distribution relationships are well established and may prove to be a strong barrier to
entry for a new company. A new entrant will obviously need access to these dis-tribution channels but will need to
invest extra in order to engage distributors who have established relations with existing competitors.

– Suppliers: As with distributors, suppliers may be vital to the operations of a new business. Exist-ing suppliers may
have contracts or loyalties with existing companies and may prove to be difficult to form relationships with.

– Legal and Government Created Barriers: Government and regulatory requirements such as permits and licenses may
be a strong barrier to entry. There may also be laws governing ways to conduct business that may conflict with a
company’s practices in other countries.

– Barriers to Exit: Interestingly, barriers to exit may act as a deterrent to entry by new companies. If a company is
unable to easily leave a competitive environment in case business does not work out, then it will have to stay and
compete even if that is a detrimental business practice. In this case, the company may choose to not enter the market in
the first place.

Reference: CIPS study guide page 96

LO 2, AC 2.2

Question: 71

A drawing is an example of…?
A. Statements of work
B. Technical specifications
C. Output specifications
D. Outcome specifications

Answer: B



Explanation:

A technical specification details the standards that a product or service must meet. Drawings (often called engineering
drawings or technical drawings) are complementary to technical specifications

Reference: CIPS study guide page 116-117

LO 3, AC 3.1

Question: 72

Sealines Inc is developing its fleet of cargo ships. The company is planning to build a new ship powered by natural
gas. Brian, the procurement manager at Sealines, suggests the project team to develop a through-life specification
before engaging with the supplier.

Is this a correct approach?
A. Yes, decommissioning and disposal costs will not be accounted in this approach
B. Yes, this approach will lower the total cost of ownership
C. No, a ship is used only once, through-life management is unnecessary
D. No, the company just needs to select the lowest bidder

Answer: B

Explanation:

Through-life management is a approach applied to capital asset. According to Ward and Graves, Through-life
Management involves the life-cycle management of the products, services and activities required to deliver a fully
integrated capability to the customer, while reducing the cost of ownership for the customer.

According to CIPS study guide, through- life management comprises of 6 parts:

Question: 73

A procurement manager is discussing with other stakeholders about the scope and the implementation of the upcoming
construction project. A stakeholder argues that the construction projects are often risky as the overall scope of the work
can’t be accurately estimated from the beginning. Furthermore, the project spans over a long period, the costs of
materials can fluctuate widely. The procurement manager suggests that the pricing structure should be able to cover the
supplier’s costs plus 10% markup on total costs.

This arrangement is known as…?
A. Cost-plus fixed-fee
B. Cost-plus award fee
C. Cost-plus incentive fee contracts
D. Cost-plus Fixed percentage

Answer: D

Explanation:



As you can see from the scenario, the procurement manager is suggesting to use cost plus pricing arrangement.

A cost-plus contract is an agreement to reimburse a company for expenses incurred plus a specific amount of profit,
usually stated as a percentage of the contract’s full price. These type of contracts are primarily used in construction
where the buyer assumes some of the risk but also provides a degree of flexibility to the contractor.

Cost-plus contracts can be separated into four categories. They each allow for the reimbursement of costs as well as an
additional amount for profit:

Question: 74

XYZ Ltd is a large supermarket chain which operates mainly in the UK and Europe. Their custom-ers are increasingly
concerned about sustainability. Therefore, procurement manager is required to source the products from suppliers who
have good environmental performance.

Which of the fol-lowing can be an assurance that the supplier has procedures and policies to enhance its
environmental performance?
A. ISO 14001:2015 certificate
B. ISO 13485:2016 certificate
C. ISO 22716:2007 certificate
D. ISO 9001:2015 certificate

Answer: A

Explanation:

ISO 9001:2015 specifies requirements for a quality management system.

ISO 14001:2015 specifies the requirements for an environmental management system that an or-ganization can use to
enhance its environmental performance. ISO 14001:2015 is intended for use by an organization seeking to manage its
environmental responsibilities in a systematic manner that contributes to the environmental pillar of sustainability.

ISO 22716:2007 gives guidelines for the production, control, storage and shipment of cosmetic products. These
guidelines cover the quality aspects of the product, but as a whole do not cover safety aspects for the personnel
engaged in the plant, nor do they cover aspects of protection of the environment.

ISO 13485:2016 specifies requirements for a quality management system where an organization needs to demonstrate
its ability to provide medical devices and related services that consistently meet customer and applicable regulatory
requirements.

Reference: CIPS study guide page 125

LO 3, AC 3.1

Question: 75

Information security

2 and 4 only
A. 1 and 2 only
B. 2 and 3 only
C. 3 and 4 only



Answer: B

Explanation:

ISO 14001:2015 specifies the requirements for an environmental management system that an or-ganization can use to
enhance its environmental performance. ISO 14001:2015 is intended for use by an organization seeking to manage its
environmental responsibilities in a systematic manner that contributes to the environmental pillar of sustainability.

ISO 14001:2015 helps an organization achieve the intended outcomes of its environmental man-agement system,
which provide value for the environment, the organization itself and interested parties. Consistent with the
organization’s environmental policy, the intended outcomes of an environmental management system include:

• enhancement of environmental performance;

• fulfilment of compliance obligations;

• achievement of environmental objectives.

ISO 14001:2015 is applicable to any organization, regardless of size, type and nature, and applies to the environmental
aspects of its activities, products and services that the organization determines it can either control or influence
considering a life cycle perspective. ISO 14001:2015 does not state specific environmental performance criteria. ISO
14001:2015 can be used in whole or in part to systematically improve environmental manage-ment. Claims of
conformity to ISO 14001:2015, however, are not acceptable unless all its require-ments are incorporated into an
organization’s environmental management system and fulfilled without exclusion.

In conclusion, ISO 14001:2015 focuses on: management system (including roles, leadership and processes) and the life
cycle of product or service. Life cycle is defined as "consecutive and inter-linked stages of a product (or service)
system, from raw material acquisition or generation from natural resources to final disposal. […] The life cycle stages
include acquisition of raw materials, design, production, transportation/ delivery, use, end-of-life treatment and final
disposal."

The answer is process and life cycle.

Reference:

– ISO 14001:2015 Environmental management systems ― Requirements with guidance for use

LO 3, AC 3.1

Question: 76

Sealines Inc is developing its fleet of cargo ships. The company is planning to build a new ship powered by natural
gas. Brian, the procurement manager at Sealines, suggests the project team to develop a through-life specification
before engaging with the supplier.

Is this a correct approach?
A. Yes, decommissioning and disposal costs will not be accounted in this approach
B. Yes, this approach will lower the total cost of ownership
C. No, a ship is used only once, through-life management is unnecessary
D. No, the company just needs to select the lowest bidder



Answer: B

Explanation:

Through-life management is a approach applied to capital asset. According to Ward and Graves, Through-life
Management involves the life-cycle management of the products, services and activities required to deliver a fully
integrated capability to the customer, while reducing the cost of ownership for the customer.

According to CIPS study guide, through- life management comprises of 6 parts:

Question: 77

Which of the following are considered as direct costs in a construction company? Select TWO op-tions
A. Raw materials
B. An employee is hired to work on a project, either exclusively or for an assigned number of hours
C. The materials and supplies needed for the company’s day-to-day operations.
D. Advertising and marketing communication
E. Clerical assistants who maintain the office

Answer: A,B

Explanation:

Direct costs are directly associated with the production of a good or service. In this question, ‘An employee is hired to
work on a project, either exclusively or for an assigned number of hours’ and ‘Raw materials’ are directly related to
producing the product. Indirect costs are the general costs of the organisation – these costs cannot easily be attributed
to specific products or services (also known as overheads). ‘The materials and supplies needed for the company’s day-
to-day operations’ or ‘Clerical assistants who maintain the office’ or ‘Advertising and marketing communication’ is
example of indirect cost.

Reference: CIPS study guide page 25-26

LO 1, AC 1.2

Question: 78

A CPO is analyzing whole life cycle costing of a machinery. He realises that cost elements are not specific but come
from a range of values.

Which whole-life costing model should the CPO use to get the most accurate total cost of ownership?
A. Simulation models
B. Optimisation models
C. Decision support models
D. Kraljic’s preferencing model

Answer: A

Explanation:



There are three basic groups of WLC (whole life-cycle costing) models:

– Decision support models

– Simulation models: Life cycle cost is an essential approach to decide on alternative rehabilitation strategies for
infrastructure systems. Monte Carlo simulation approach is used to develop a stochastic life cycle cost (SLCC) model
and methodology in order to compare different rehabilitation scenarios/alternatives for infrastructures, such as water
mains. This method assumes that some inputs are randomly variable in a range of values. – Optimisation models

Reference: CIPS study guide page 38-39

LO 1, AC 1.2

Question: 79

Which of the following is an useful tool for value engineering?
A. SAMOA
B. Kraljic Portfolio Matrix
C. Star-burst method
D. Kano model

Answer: D

Explanation:

Value Engineering (VE) is concerned with new products. It is applied during product development. The focus is on
reducing costs, improving function or both, by way of teamwork-based product evaluation and analysis. This takes
place before any capital is invested in tooling, plant or equipment.

This is very significant, because according to many reports, up to 80% of a product’s costs (throughout the rest of its
life-cycle), are locked in at the design development stage. This is under-standable when you consider the design of any
product determines many factors, such as tooling, plant and equipment, labour and skills, training costs, materials,
shipping, installation, maintenance, as well as decommissioning and recycle costs.

The Kano model is a theory for product development and customer satisfaction developed in the 1980s by Professor
Noriaki Kano, which classifies customer preferences into five categories. Both Kano model and Value Engineering
aims at optimising new product, so they can be combined to-gether. CIPS L4M2 study guide consider Kano model is a
tool of Value Engineering



Example of Kano model (source: Wikipedia)

Reference: CIPS study guide page 171-172

LO 3, AC 3.4



For More exams visit https://killexams.com/vendors-exam-list




