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¢ Understand market management in procurement and supply: This section of the exam evaluates the
expertise of Supply Chain Managers in managing and analyzing different markets. It includes understanding
procurement considerations across sectors such as manufacturing, construction, retail, financial, agriculture,
T | and services. Candidates are tested on their ability to compare competitive forces that influence markets,
including supplier and buyer bargaining power, threats from substitutes, and new entrants. The section also
focuses on differentiating between direct and indirect costs, identifying reliable sources of market data, and
using this information to estimate costs, prepare budgets, and analyze potential cost variability.

¢ Understand how to develop a business case for requirements to be sourced from external suppliers: This
section of the exam measures the skills of Procurement Analysts and focuses on understanding how
business needs influence sourcing decisions. It covers identifying different types of purchases such as new,
EN D) modified, and straight rebuys, and analyzing their implications on procurement strategies. Learners are
expected to understand how procurement contributes to developing a strong business case by assessing
costs, prices, and market data. It also includes estimating direct and indirect costs, applying whole-life
asset management principles, and using financial models and budgets to control purchasing activities.

e Understand the use of specifications in procurement and supply: This part of the exam assesses the
capabilities of Procurement Officers and focuses on how specifications are developed and used in
procurement. It involves understanding various types of specifications, such as conformance and
performance specifications, and identifying key information sources including internal expertise, external
standards, and sustamnability factors. The section highlights the importance of structuring specifications with

F&E3 clear scope, definitions, testing, acceptance, and change control mechanisims, while integrating

environmental, social, and governance criteria. Additionally, it covers the risks of poor specification design

and how to mitigate them through monitoring, review, and improvement. Candidates are also expected to
recognize opportunities for standardization, value analysis, and value engineering to enhance specification
quality and support long-term procurement performance.
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OMK is a Russian steel firm that is expanding market abroad. It plans to build a steel plant in a foreign country. Due to intricate
technical requirements, the plant design will be very complex. Procurement department or technical department alone cannot draft
the specification. OMK senior management decides that this task must be treated as a project. Which of the following should be
done before writing the specification for new steel plant?

A. Develop the performance framework for the supplier

B. Develop project initial document

C. Draft the terms and conditions for plant construction contract
D. Invite suppliers to the tendering process

£%: B
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The writing of a complex specification should be treated as a project because it requires the brain power from different stakeholders.
Many tools and processes of project management can be applied to complex specification development. Before engaging with the
stakeholders and implementing the project, the project initial document should developed.

A Project Initiation Document (PID) is one of the most important components of project manage-ment, which forms the foundation
for a company project. It is a reference point during the entire project, for the client as well as for the project team

A PID bundles documentation into a logjcal reference work that collects all important information needed to start and run a project
froma good foundation. After that, Project Initiation Document must be transferred to all stakeholders, including business sponsors.
This forms the basis for the project management. The documentation from which the PID is com-posed include the business case in
which the project's justification can be found, the communica-tion plan and the project plan.

The PID is composed out of collected information and includes, among others, the following com-ponents:

- Project goal(s); what do you want to achieve with the project?

- Project size; how large is the project, how long does it take and how many people are involved?

- Project organisation; who are involved in the project, what are their tasks, responsibilities and authority?

- Limits and risks; what can cause a project to stagnate and are there risks related to the project?

- Stakeholders; who has a stake in the success of the project?

- Project checks and frame reporting; by carefully taking into account evaluation moments, it is clear to everyone what sample tests
can be carried out during the process.

In addition, it is important that the Project Initiation Docurment also contains the following infor-mation:

- The background and occasion of the project, which together provide information about the con-text.

- The project organisational structure, which describes who has which management responsibility in the project.

- The project quality plan, describing who controls the quality of the products to be delivered and how it will take place.

- The total project planning, including the duration of all activities.

- The exception process, which describes how exceptions are dealt with and the steps of the escalation procedure.

- The risk log, including the measures that will be taken when there are unforeseen risks.

- The documentation structure of the project, in which the encoding and storage of all documents and products to be provided by
the project has been recorded in advance.
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Which of'the following is an advantage of competitive benchmarking over other types of bench-marking?
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A. Different corporate culture

B. Cost effectiveness

C. Limited access to competitor's data
D. Similarity among processes

EX: D
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Competitive benchmarking

Competitive benchmarking is a direct competitor-to-competitor comparison of a product, service, process, or method. This form of
benchmarking provides an opportunity to know yourself and your competition better; combine forces against another common
competitor. An example of competitive benchmarking within the Department of Defense, might include contrasting Army and Air
Force supply systens for Joint initiatives.

Within the private sector, two or more American car companies might benchmark for mutual benefit against common international
competitor; or, rival chemical companies benchmark for environmental compliance.

Benefits

- Comparing like processes

- Know your competition better

- Possible partnership

- Useful for planning and setting goals

- Similar regulatory issues

Challenges

- Difficult legal issues

- Relatively low performance improvement

- Threatening

- Limited by trade secrets

- May provide misleading information

- May not get best-in-class comparisons

- Competitors could capitalize on your weaknesses

Source: USN Benchmarking Handbook

Reference: CIPS study guide page 50
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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. Product standardisation
C. Process re-engineering

D. Process standardisation

Z%: B

fE R A -

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 sinmply 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 systens reduce vendors, are able to reduce SKUSs, purchase orders,
nefficiency, 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.

i =8 #181
Which of the following are typical environmental considerations throughout the contract life cycle? Select the TWO that apply.

A. Inequality

B. Health and safety
C. Modem slavery

D. Pollution control

E. Waste management

Z%: DE

BB«

All procurement has some level of impact on the environment that needs to be mnimised to ensure sustainable procurement
practices.

The greatest opportunity to influence environmental outcormes is by selecting products and services with the least ongoing
environmental impacts, such as use of water, electricity and fuel, waste/disposal management, and impact on human health over the
life of the product or service.

Lifecycle stages that impact on the environment:

Diagram Description automatically generated

Most goods and services will have an element of environment impact in a number of areas. The five main impact areas are listed in
the following table.
Graphical user mnterface, text, application, email Description automatically generated

Source: Buying for Victoria
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Bob is a new procurement specialist at XYZ Ltd. He is assigned to categorise the company's sup-plies. After analysing, Bob realises
that a group of low value products is sourced froma tiny geo-graphical area which is prone to flooding. What would be the best
strategy to manage this category of products?

A. Form partnership relationship with the current supplier
B. Assign some of procurement jobs to user department
C. Find an alternative source to secure supply

D. Source this group of products from only one supplier

ER: C

f R A -

In the scenario, the products have low value and high risk of supply. This group is known as bottleneck or critical in Kraljic's
portfolio matrix. The objective for such items would be securing the supply. The company can achieve this goal by 'making’ the
products thenselves, or finding an alternative option.

Diagram Description automatically generated

Reference: CIPS study guide page 82-84
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