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e Understand the Strategic Impact of'a Category Management Process: This section evaluates the strategic
nsight of a Procurement Manager into how category management influences organizational performance. It
explores the use of data-driven decision-making and market intelligence to shape sourcing strategies and
drive sustainable procurement outcomes.

FEY 72

¢ Understand Approaches that Can Be Used to Develop Category Management Strategies: This section of
the exam measures the skills of Procurement Managers and focuses on understanding how category
managenent strategies are formulated within procurement finctions. Candidates are expected to
differentiate between strategic and conventional sourcing, evaluate how these approaches support long-
term supplier relationships, and align them with organizational goals. The section also emphasizes the role of
category management in enhancing sourcing efficiency and achieving cost optimization.
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¢ Understand the Concepts, Tools, and Techniques Associated with Managing Expenditure: This section of

the exam measures the analytical abilities of a Category Analyst and focuses on expenditure management
bEY 73 techniques within category management. It explores how organizations identify, classify, and analyze
different types of spend to enhance procurement efficiency and value creation.
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HR #20

Trydo Ltd is an industrial engineering company and is currently assessing its supplier base. Below are descriptions of four of its
major suppliers:

* Supplier 1: This supplier has a large share of the market and the market in which it operates is growing. However, the supplier's
own costs have increased by 36% over the past 12 months due to raw material price increases.

* Supplier 2: The market is fast growing but as a new supplier to the marketplace, Supplier 2's market share is still relatively low.
Trydo is concerned about this supplier's long-term financial situation as the company has taken out many loans and a large mortgage.
* Supplier 3: This supplier operates in a small marketplace, but is a strong player with a sizable market share. Although this isn't of
concern to Trydo, having recently run an Acid Test, it is believed that Supplier 3's current liabilities are four times greater than its
assets.

* Supplier 4: The market Supplier 4 operates in is shrinking and Supplier 4 already has a low market share. The main issue is Capital
Management as stock turnover, debtor days and are becoming prolonged. There have been several complaints about performance.
Task:

Complete the table below. You are required, for each supplier, to determine the product category on the BCG Matrix and to
identify the main area of financial concern. Each response should only be used once.

Trydo Ltd - Drag & Drop Table

Supplier BCG Matrix Category Financial Concern

Supplier 1

Supplier 2

Supplier 3

Supplier 4

Options to Place

BCG Matrix Categaries Financial Concerns

Dog Category Profitability Concern
Cash Cow Category Liquidity Concern
Star Category Gearing Concern
Question Mark CategQry Efficiency Concern
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Trydo Ltd - Drag & Drop Table
Supplier BCG Matrix Category Financial Concern
Supplier 1 Star Category : Profitability Concern |
Supplier 2 Question Mark Category :_ A Eearihg Concern -
Supplier 3 Cash Cow Category " " liquidity Concern :
Suppliersa | Dog Category " Efficiency Concern :
E Options to Place
: (BeGMatrinsCétégaries ; L Financial Concerns |
v TTOBEg CategoyY e f ' Profitability Concern :
: Cash Cow Category ‘r ! Liquidity Concern _w
" Star Category ' : ___ Gearing Concern | :
% Question Mark Category | . Efficiency Concern !
Explanation:
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Supplier BCG Matrix Category Financial Concern
Supplier 1 Star Category Profitability Concern
Supplier 2 Question Mark Category Gearing Concern
Supplier 3 Cash Cow Category Liquidity Concern
Supplier 4 Dog Category Efficiency Concern

Supplier 1 # Star Category + Profitability Concern

Supplier 1 holds a large market share in a growing market, which places it in the Star category of the BCG Matrix. Stars are
typically leaders in expanding markets and require continuous investment to maintain their dommnance. The concern here is not
competitive weakness but profitability. Although revenue potential is strong, Supplier 1's costs have increased by 36% due to rising
raw material prices. This erodes margins and threatens profitability despite growth. Stars often generate high cash inflows, but if
costs spiral out of control, their ability to sustain mvestment weakens. Profitability management (e.g., through cost reduction, supplier
negotiations, or efficiency gains) is critical to ensuring Supplier 1 continues its growth trajectory and avoids slipping into the "Cash
Cow" or "Dog" quadrants in the future.

(Ref: CIPS L5SM6 Study Guide, p.117 - BCG Matrix application)

Supplier 2 # Question Mark Category + Gearing Concern

Supplier 2 operates in a fast-growing market but has only a small share, making it a Question Mark in the BCG Matrix. Question
Marks are high-risk: they may grow into Stars or fail and become Dogs, depending on how they perform and whether investment
supports expansion. The major financial concern here is gearing- Supplier 2 has taken out significant loans and a large mortgage,
meaning it is heavily leveraged. High gearing increases financial risk, as debt repayments nmust be met regardless of market
conditions. In rapidly growing markets, high gearing can restrict reinvestment and leave firms vulnerable to interest rate fluctuations or
downturns. For Trydo, this means Supplier 2 could face difficulties sustaining its growth, posing supply chain risk. Monitoring debt



levels and financial stability is essential before committing to long-term contracts.

(Ref: CIPS L5M6 Study Guide, pp.117-118 - Question Marks and financial analysis) Supplier 3 # Cash Cow Category + Liquidity
Concern Supplier 3 operates in a small, stable market but commands a strong market share. This places it firmly as a Cash Cow-a
business that generates consistent revenue without requiring major investment. Cash Cows fund other areas of a portfolio but face
limited growth prospects. The concern here is liquidity. An Acid Test reveals that Supplier 3's current liabilities are four times greater
than its assets, suggesting it lacks sufficient short-term liquidity to meet obligations. This imbalance can result in cash flow problems,
even if long-term profitability remains sound. For Trydo, the risk is that Supplier 3 may fail to pay debts or manage day-to-day
operations, creating supply disruption. Procurement managers must ensure financial health checks are conducted regularly and
consider diversification strategies if reliance on Supplier 3 is high.

(Ref: CIPS L5M6 Study Guide, p.117 - Cash Cows and liquidity issues)

Supplier 4 # Dog Category + Efficiency Concern

Supplier 4 operates in a shrinking market and already holds a low market share, placing it in the Dog category of the BCG Matrix.
Dogs are generally unattractive, offering little growth and limited returns. The key concern here is efficiency. Supplier 4 is struggling
with capital management issues, such as poor stock turnover and prolonged debtor days. These inefficiencies damage
competitiveness and further weaken financial stability. For Trydo, relying on Supplier 4 poses significant risk because inefficiency can
lead to delays, reduced quality, and increased total cost of ownership. Unless Supplier 4 improves performance, it may eventually
exit the market, leaving Trydo vulnerable. In procurement terms, buyers should avoid long- term commitments with such suppliers
and instead focus on exit strategies or alternatives.

(Ref: CIPS L5M6 Study Guide, pp.117-118 - Dogs and efficiency management)

HME #21
Sarah is a Category Manager at a shoe manufacturer. She works with a key supplier of raw materials [leather and rubber] and is

using a cost-out approach. Which type of relationship is most suited to this approach?

e A Closer tactical
e B. Transactional

e C. Amis length

¢ D. Strategic alliance

iFf@E: D

L2

The most appropriate relationship type is a Strategic Alliance. The Cost-Out approach involves working closely with suppliers at the
design and pre-production stages to eliminate unnecessary costs before they arise.

This requires high levels of trust, transparency, and collaboration.

A strategic alliance provides the framework for this partnership, allowing both buyer and supplier to share nformation, align
objectives, and jointly innovate to reduce costs and increase value. For example, suppliers may suggest alternative materials or
design modifications that lower costs without compromising quality.

By contrast:

* Armis length and transactional relationships are too shallow to support cost-out collaboration.

* Closer tactical relationships allow more interaction but lack the depth of trust and shared strategy found in alliances.

Strategic alliances are therefore essential where the buyer needs suppliers to contribute their expertise, innovation, and commitment
to achieving mutual cost savings and long-term value.

[Ref: CIPS L5M6 Study Guide, p.80 - Cost-out strategies and supplier relationships]

B #22

Penelope works for an international manufacturer. Which categories are most likely to be outsourced?

A. Warehousing

B. Marketing services

C. Raw materials

D. Facilities management
E. Operations

EM#: B. D

A -
The categories most likely to be outsourced are Marketing services and Facilities Management [FM].
These are exanples of indirect spend categories where external providers often offer specialist expertise, cost efficiency, and



scalability.

CIPS identifies five indirect categories frequently outsourced: Marketing, Facilities Management, IT

/Communications, Human Resources, and MRO [Maintenance, Repairs, Operations]. Outsourcing these allows organisations to
focus internal resources on core competencies such as manufacturing or R&D.

Raw materials, warehousing, and operations are typically core to production and therefore managed internally or strategically
sourced, rather than fully outsourced. While warehousing may sometimes be outsourced

[3PL], it is not listed among the primary categories in the study guide.

Outsourcing decisions must balance cost, risk, and strategic importance. For example, outsourcing FM reduces overheads while
ensuring professional management of buildings and services, whereas marketing agencies provide creativity and campaign expertise.
[Ref: CIPS L5M6 Study Guide, pp.46-47 - Categories commonly outsourced]

HM #23
'Kaizen' is a Japanese term used frequently in the manufacturing industry. What does it refer to?

A. Cost Reduction

B. Supplier Relationship Management
C. Sustainability

D. Continuous Improvement

Ef#E: D

A -

Kaizen translates to "continuous inmprovement” in Japanese. It is a philosophy that encourages making small, incremental changes that
collectively lead to significant performance enhancements over time. Within procurement and category management, Kaizen focuses
on ongoing collaboration with suppliers to identify ways to reduce waste, improve quality, and optimise processes. Unlike one-off
cost-reduction initiatives, Kaizen is embedded in the organisational culture and requires engagement from all levels of the supply
chain,

For exanple, small adjustments in packaging design might reduce material use, leading to cost savings and environmental benefits.
This approach fosters long-term supplier partnerships and supports innovation. In competitive markets, organisations that adopt
Kaizen are more resilient and adaptable, making it a key concept for category managers to understand.

Reference: CIPS L5SM6 Study Guide, p.40

B #24
Frankie Burgers operates in the UK and USA. One supplier holds a monopoly, but the item supplied is low cost. According to the
Kraljic Matrix, which type of item is this?

A. Routine

B. Leverage
C. Strategic
D. Bottleneck

IEf#: D

AR

This tem s classified as a Bottleneck item in the Kraljic Portfolio Matrix. Bottleneck items are low-value in terms of spend but carry
high supply risk, often because there are very few suppliers or a monopoly situation.

In this case, Frankie Burgers faces a monopoly supplier, meaning supply risk is high. Even though the itemis low cost, its
unavailability could disrupt operations, creating significant vulnerability.

By contrast:

* Leverage ttens are high-value but low risk, suited for competitive sourcing.

* Strategic ttemrs are high-value and high-risk, requiring partnerships.

* Routine iters are low-value and low-risk, suitable for automated procurement.

Category managers facing bottleneck itens often mitigate risk through strategies such as developing alternative suppliers, stockpiling,
or long-term contracts to secure continuity of supply.

[Ref: CIPS L5SM6 Study Guide, p.157 - Kraljic Matrix applications]

B #25
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