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CIPS Defining Business Needs Sample Questions (Q204-Q209):
NEW QUESTION # 204 
Which of the following specific markets is most likely to have product shortage by nature?

A. Financial
B. Construction
C. Agriculture
D. Services
E. Retail

Answer: C

Explanation:
Products used in agriculture can be subject to shortage due to natural disasters.

NEW QUESTION # 205 
Which of the following always impact negatively on a company's cash flow? Select TWO that ap-ply

A. Depreciation of fixed asset
B. Customers agree to pay immediately
C. Supplier shortens their payment period
D. Increasing revenue
E. More inventory

Answer: C,E

Explanation:
To answer this question, candidates are required to remember the cash flow cycle and cost entries as well as the impact of their
timing on a business.
Diagram Description automatically generated
Source: https://cfoperspective.com/free-your-cash-trapped-in-the-cash-conversion-cycle/ Shorter payment term and more inventory
are likely to have negative impact on the cash flow be-cause the buyer has to pay sooner and greater.
"Customers agree to pay immediately" will increase the organisation's bank account sooner.
Depreciation has no impact on cash flow as it is only listed in Profit and Loss statement.
Increasing revenue may have negative or positive impact on cash flow, depending on the real situation.
Reference: CIPS study guide page 54
LO 1, AC 1.4

NEW QUESTION # 206 
Which of the following are typically included in a conformance specification? Select TWO that apply.

A. List of outcome
B. Product functions
C. Product dimensions
D. Brand name
E. Packaging requirements

Answer: C,E

Explanation:
A conformance specification is a specification that defines the technical and physical characteristics and/or measurements of a
product, such as physical aspects (e.g. dimensions, colour, and surface finish), design details, material properties, energy
requirements, processes, maintenance requirements and operational requirements.
On the other hand, performance specification typically includes list of output or outcome or func-tional requirements. Brand name
can be a part of performance specification because brand is a re-minder of quality that customers remember. For example, when
talking about Roll Royce, people will think about an elegant car.



Reference: CIPS study guide page 118-124
LO 3, AC 3.1

NEW QUESTION # 207 
Which of the following is the new technology that has impact on manufacturing sector?

A. Blockchain
B. Robotics
C. E-commerce
D. Social Media

Answer: B

Explanation:
Robots in manufacturing help to create jobs by reshoring more manufacturing work. Robots protect workers from repetitive,
mundane and dangerous tasks, while also creating more desirable jobs, such as engineering, programming, management and
equipment maintenance.
LO 2, AC 2.1

NEW QUESTION # 208 
A hospital extensively spends on medical and implantable devices, medical, surgical and pharma-ceutical supplies, costs of supplies
related to buildings and maintenance operations. Hospital's procurement manager suggests that the hospital has an opportunity to
reduce operational costs by reducing variation of medical devices and pharmaceutical supplies. Which of the following best describe
the procurement manager's suggestion?

A. Value engineering
B. Process standardisation
C. Product standardisation
D. Process re-engineering

Answer: C

Explanation:
The hospital is buying too many product variants. This may cause bottleneck in its operation and increase operational expense. So
procurement manager suggests to standardise products.
This is an example of the benefits of product standardisation:
Saint Thomas Health, a system of 5 hospitals, needed to find a way to reduce costs. They were purchasing different SKUs for
products that were very similar, in this case, labels. They bought label rolls for $3 and a very similar product for $1. This oversight in
product purchases impacted the overall costs of the system.
After partnering with a sole source vendor it was able to save $200,000 over a four year span. They accomplished this simply by
standardizing label products. These savings, however, only account for the immediate savings from standardizing products. The
saving that are not factored into that number are the savings from soft or hidden costs.
On a national scale, hospitals lose millions of dollars per year in hidden expenses due to missed opportunities for cost containment
and incorporation. Some of the hidden elements that increase overall costs for a healthcare provider include the following:
- Redundant purchasing
- Freight
- Excessive purchase orders
- Multiple vendor relations
- Low efficiency
- Joint commission fines
- HAI
By implementing product standardization, hospitals and health systems reduce vendors, are able to reduce SKUs, purchase orders,
inefficiency, freight costs, fines, and off-contract spending. All of this adds up to large savings for the organization as a whole.
96% of the respondents in the survey agree that consolidating suppliers and standardizing product purchases across organization
would reduce hidden costs.
Reference:
- CIPS study guide page 157-159
- 3 Ways Product Standardization Can Help You Get a Bonus - ConnectID (pdchealthcare.com) LO 3, AC 3.4
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