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CIPS Defining Business Needs 52 % L4M2 3 BB E (Q89-Q94):

ER #89
Why is the specification considered as the most important document in procurement?

e A It always shifts the balance of bargaining power in favour of the buyer
e B. It provides a mean to appraise the performance of supplier

e C. It helps the buyer to gain at supplier's loss

e D. It eliminates all possible supply risks

IEf#: B

A -

Specification is the most important document in procurement because it sets out the quality which supplier must provide. If there is
no spec or the spec lacks clarity and details, supplier's perfor-mance may vary and possibly lower than actual requirements. This
puts the buyer at risks. On the other hand, ifthe spec is clear and detailed, the supplier is liable to provide 'fit for purpose’ products
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or perform the service at required level of quality. This will ensure that the buyer achieve 'Right Quality'.

HH #90
‘Which of'the following is part of a conformance specification?

¢ A. Material, dimensions, tolerances, and drawings

¢ B. Ideas, dimensions, tolerances, and output

¢ (. Ideas, nnovation, tolerances, and descriptions

¢ D. Material, innovation, performance, and descriptions

E: A
TR
Detailed Explanation:

Conformance specifications are highly detailed, covering exact materials, dimensions, tolerances, and technical drawings. They
ensure precision in manufacturing and consistency between suppliers. Reference:
CIPS Level 4, Specification and Contract Development.

HM #91

A procurement manager is requested to source a major component. She needs information on sup-pliers' direct and indirect cost,
fixed and variable costs to prepare for negotiations. Therefore, she collects 17 annual reports from potential suppliers who are
competing in the same industry. In order to estimate an approximate value of fixed and variable costs in that industry, which of the
following technique should be adopted by the procurement manager?

A. Total cost of ownership
B. Variance calculation

C. Open-book costing

D. Line of best fit

Ef#: D

fEEL:

Public annual reports can be a source of information that helps the procurement professional to analyse an industry's cost and
revenue using the line of best fit. Line of best fit is one of the most important outputs of regression analysis. 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.

In this case, by collecting and analysing 17 annual reports, the procurement manager can find the line of best fit which goes
approximately through the middle of the data points with an equal num-ber of data points above and below it.

The slope of the line of best fit is the approximate variable costs the industry. The easiest way to calculate it is to take a point at the
right-hand end of the line of best fit and note its cost and output levels. Divide the cost by the output and this gives and approximate
figure for the cost per unit of output or variable cost. This gives an approximate value for the industry fixed and variable costs.
Reference: CIPS study guide page 99-100

LO2,AC23

H #92
The first step in developing a business case, according to the procurement cycle is ...

A. contact the stakeholders
B. source the market

C. appraise suppliers

D. identify the need

IEf#: D

HR #93
Which of the following is an assumption of Kano model?



A. The relationship between product functionality and customer satisfaction is always linear
B. All types of customer requirements have the same impact on customer satisfaction

C. All custorrer requirements are basic requirements

D. Different types of customer requirements have different impact on customer satisfaction

Ef#: D

R

Kano model of excitement and basic quality (Kano et al, 1984; Berger et al, 1993; Matzler et al, 1996) brings a different
perspective for the analysis of improvement opportunities in products and services because it takes in consideration the asymmetrical
and non-linear relationship between performance and satisfaction. The Kano model classifies customers requirements in three
categories (figure 3):

a) Basic Requirements. The basic requirements fulfill the basic finctions of a product. If they are not present or their performance is
nsufficient, customers will be extremely dissatisfied. On the other hand, if they are present or have sufficient performance, they don't
bring satisfaction. Customers see them as prerequisites. For instance, for luxury automobiles, "air bags" are considered basic. A
customer won't feel satisfied if the automobile has "air bag", however he/she will not buy it if "air bag" is not present.

b) Performance Requirements. As for these requirements, satisfaction is proportional to the performance level

- the higher the performance, the higher the customer's satisfaction will be and vice-versa. Gas consumption in automobiles is an
example of these requirements. Usually customers explicitty demand performance requirements.

¢) Excitement Requirements. These requirements are key to customer satisfaction. Ifthey are pre-sent or have sufficient
performance, they will bring superior satisfaction. On the other hand, if they are not present or their performance is insufficient,
customers will not get dissatisfied. For instance, a surprise gift at the end of a dinner in a restaurant will certainly bring satisfaction,
but it will not cause dissatisfaction if not offered. These requirements are not demanded nor expected by customers.

Two other types of requirements may be identified in the Kano model: neutral and reverse ones. Neutral requirements do not bring
either satisfaction or dissatisfaction. Reverse requirements bring more satisfaction if absent than if present.
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