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highest marks in your Global Strategic Supply Chain Management (L6M3) exam.

CIPS Global Strategic Supply Chain Management Sample Questions (Q18-
Q23):

NEW QUESTION # 18
What is market segmentation? Describe TWO methods that can be used to segment customers.

Answer:

Explanation:

See the Explanation for complete answer.

Explanation:

Market segmentationis theprocess of dividing a broad market into smaller, more manageable groups of consumerswho share similar
characteristics, needs, or behaviours.

The purpose of segmentation is to enable an organisation totailor its marketing, product development, and supply chain strategiesto
meet the specific needs of different customer groups, rather than applying a single approach to the entire market.

By identifying and targeting distinct customer segments, organisations can allocate resources more effectively, improve customer
satisfaction, and achieve a stronger competitive advantage.

1. Meaning and Importance of Market Segmentation

Market segmentation allows a business to:

* Understand variations in customer needs, preferences, and purchasing behaviour.

* Develop differentiated products or services for each group.

* Align pricing, promotion, and distribution strategies with customer expectations.

* Increase profitability through more focused marketing and efficient supply chain planning.

In supply chain management, segmentation also assists indemand forecasting,service-level differentiation, andinventory
managementby recognising that not all customers or markets have the same value or requirements.

2. Methods of Market Segmentation

There are various ways to segment a market, but two commonly used and strategically significant methods are demographic
segmentationandpsychographic segmentation.

(1) Demographic Segmentation

Demographic segmentation divides customers based on measurable characteristics such asage, gender, income, occupation,
education, family size, or social class.

It assumes that these variables influence purchasing behaviour, product preferences, and price sensitivity.

Exanple:

A toy manufacturer like XYZ 1td (which produces wooden toys) might segment its market into:

* Parents of toddlers (ages 1-3) - prioritising safety and educational value.

* Early childhood education centres - focusing on durability and bulk purchasing,

Impact on the Supply Chain:

Demographic segmentation allows the company to align its production, packaging, and logistics with the distinct needs of each
demographic group - for example, producing safe, non-toxic toys for toddlers, and cost-efficient bulk deliveries for nurseries.
Advantages:

* Easy to measure and analyse.

* Provides clear customer profiles for targeted marketing,

Limitations:

* May oversinplify customer motivations and fail to capture deeper behavioural or lifestyle differences.

(i)) Psychographic Segmentation

Psychographic segmentation divides customers based onlifestyle, values, attitudes, interests, and personality traits. It seeks to
understand the psychological and emotional factors that influence purchasing decisions.

Exanple:

Continuing with XYZ Ltd's case:

* One segment may consist ofeco-conscious parentswho value sustainability, wooden toys, and environmentally friendly packaging,
* Another segment may includetraditional buyerswho prioritise brand reputation and product heritage.

Impact on the Supply Chain:

Psychographic segmentation can shape procurement and production strategies - for instance, sourcing FSC- certified wood, using
recyclable packaging, and promoting ethical labour practices to appeal to sustainability- focused consurmers.

Advantages:

* Encourages strong brand differentiation and customer loyalty.

* Supports premium pricing through alignment with customer values (e.g., sustainability).

Limitations:

* More complex and expensive to research due to qualitative data requirements.



* Customrer attitudes can change quickly, requiring regular review.

3. Other Common Segmentation Methods (for context)

While the question requires only two, it is worth noting that markets can also be segmented based on:

* Geographic factors:Region, climate, or population density.

* Behavioural factors:Purchase frequency, brand loyalty, or product usage.

Each method can be combined in amulti-segmentation approachto achieve a more comprehensive understanding of the market.
4. Summary

In summary,market segmentationenables organisations to focus their marketing, product design, and supply chain strategies on
distinct customer groups that share similar characteristics or motivations.

Two key methods -demographic segmentationandpsychographic segmentation- help businesses understandwhotheir customers are
andwhythey buy, leading to more efficient targeting and greater customer satisfaction.

By applying effective segmentation, an organisation such as XYZ 1td can achievebetter alignment between customer needs,
marketing strategy, and supply chain performance, thereby improving competitiveness and profitability in its market.

NEW QUESTION # 19
Describe 3 ways in which a market can change.

Answer:

Explanation:

See the Explanation for complete answer.

Explanation:

Markets are dynamic and continuously influenced by economic, technological, social, and political factors.

For an organisation operating in a global context, understanding how markets evolve is essential to maintaining competitiveness and
strategic alignment.

There are several ways in which a market can change, but three key forms of change aretechnological change, consumer behaviour
change, andcompetitive or structural change.

1. Technological Change

Technological advancements are one of the most significant drivers of market change. New technologies can alter the way products
are designed, produced, distributed, and consumed.

For example, automation, artificial intelligence (AI), and digital platforns have transformed manufacturing and logistics processes,
enabling faster delivery and improved efficiency.

Impact:

* Creates opportunities for innovation and differentiation.

* Can render existing products, processes, or business models obsolete.

* Increases pressure on organisations to invest in R&D and digital transformation.

Exanple:

The rise of e-commerce and digital marketing changed how consumer goods companies reach customers, forcing traditional retailers
to adapt or lose market share.

2. Changes in Consumer Preferences and Behaviour

Markets evolve as consumrers' values, lifestyles, and expectations change. Globalisation, demographics, cultural shifts, and social
media influence purchasing behaviour and brand loyalty.

Impact:

* Organisations must adapt products and services to meet new preferences, such as sustainability, ethical sourcing, or health-
conscious options.

* Greater demand for customisation, convenience, and transparency requires agile and responsive supply chains.

* Failure to adapt can result in loss of relevance and declining sales.

Exanple:

In the food and beverage industry, the growing consurmer preference for organic, plant-based, and ethically produced goods has
transformed the product portfolios of major multinational companies.

3. Competitive and Structural Market Change

Competitive dynamics within an industry can change rapidly due to mergers and acquisitions, new entrants, globalisation, or changes
mn industry regulation. Such structural changes alter the balance of power and profitability across the market.

Impact:

* New entrants with innovative models (e.g., digital start-ups) can disrupt traditional players.

* Consolidation through mergers may increase competition or create monopolistic pressures.

* Shifts in regulatory frameworks (e.g,, trade barriers, sustainability laws) may redefine market access and operational strategies.
Exanple:

The entry of low-cost producers in emerging economies has transformed global manufacturing and procurement strategies, forcing



established firns to focus on innovation, differentiation, or nearshoring.

Summary

In summary, markets can change throughtechnological evolution,shifts in consumer preferences, and structural or competitive
transformations.

These changes can create both opportunities and threats. Strategic supply chain managers must continuously monitor external
environments, anticipate trends, and adapt strategies proactively to ensure resilience and long-term competitiveness.

Effective market analysis and flexibility are essential to maintaining alignment between corporate objectives and the changing market
landscape.

NEW QUESTION # 20

XYZ 1td is a large hotel chain with 32 hotels located around the United Kingdom It has traditionally allowed different hotel
managers to run their own procurement and supply chain operations. The new CEO is considering adopting a Shared Services
model. Describe what is meant by this and 3 models of Shared Services that could be adopted. Evaluate which strategy would be
best for the CEO to implement.

Answer:

Explanation:

See the Explanation for complete answer.

Explanation:

AShared Services Modelrefers to thecentralisation and consolidation of common business functions- such as procurement, finance,
HR, or IT - into a single, specialised service unit that serves multiple divisions or business locations within an organisation.

Instead of each hotel operating independently, shared services allow XYZ Ltd tostandardise processes, reduce duplication, improve
efficiency, and leverage economies of scaleacross all 32 hotels.

This approach transforms procurement and supply chain operations from fragmented, location-based management to astrategically
coordinated and value-driven finctionthat supports the entire organisation.

1. Meaning of a Shared Services Model

In a shared services environment:

* Core operational finctions are delivered from a central unit ("shared service centre") that provides services to muiltiple business
unis.

* The focus is onprocess efficiency, cost savings, standardisation, and service quality.

* It operates with acustomer-service mindset, where internal stakeholders (e.g., hotel managers) are treated as clients.

For XYZ 1.4d, this could mean establishing a central procurement and supply chain management function that handles supplier
sourcing, contract management, and logistics for all hotels across the UK.

2. Three Models of Shared Services

There are several ways a shared services approach can be structured. The three most relevant models for XYZ 1td are:

(1) Centralised Shared Services Model

Description:

All procurement and supply chain activities are managed from asingle central location, such as a head office or shared service centre.
Decision-making authority and operational control are consolidated.

Advantages:

* Economies of scale through consolidated purchasing,

* Standardised processes and policies across all hotels.

* Strong governance and strategic alignment with corporate objectives.

* Greater negotiation leverage with suppliers due to volume consolidation.

Disadvantages:

* Reduced flexibility and responsiveness at local (hotel) level.

* Risk of slower decision-making due to central approvals.

* Potential disconnection from local supplier relationships and needs.

Exanple:

XYZ's central procurement team manages all contracts for food, cleaning supplies, maintenance, and IT services for every hotel
(i) Centre of Excellence (CoE) or Hybrid Model

Description:

A hybrid model combines centralised control with local flexibility.

Core strategic functions (such as supplier selection, contract negotiation, and category management) are centralised, while local hotel
managers retain control over operational decisions (e.g., ordering and replenishment).

Advantages:

* Balances efliciency with flexibility.

* Local hotels benefit from strategic supplier arrangements but retain some autonomny.

* Facilitates knowledge sharing and continuous improvement.



* Encourages collaboration between central and local teams.

Disadvantages:

* More complex governance structure.

* Requires strong coordination and commumication between central and local units.

Exanple:

The central team negotiates national contracts with key suppliers (e.g., food distributors, linen suppliers), while local hotels place
orders within those contracts based on demand.

(1) Outsourced Shared Services Model

Description:

Procurement and supply chain management functions are outsourced to anexternal service provider or specialist procurement
organisation.

The external partner manages sourcing, contracting, and logistics on behalf of XYZ Ltd.

Advantages:

* Access to specialist expertise, technology, and global supplier networks.

* Reduced internal administrative burden.

* Can lead to significant cost savings and process improvement.

Disadvantages:

* Loss of control over internal processes and supplier relationships.

* Risk of misalignment with company culture or service standards.

* Dependency on third-party performance and contractual terms.

Exanple:

XYZ outsources procurement of non-core categories (e.g., office supplies, cleaning chemicals) to a procurement service company
while retaining internal control of key strategic sourcing,

3. Evaluation of the Models

Model

Advantages

Disadvantages

Suitability for XYZ Ltd

Centralised

Strong cost savings, standardisation, and control

May reduce local responsiveness

Suitable for standard, high-volunme items (e.g., toiletries, linens)

Hybrid (CoE)

Combines strategic alignment with local flexibility

Requires robust coordination

Best overall fit for mixed hotel operations

Outsourced

Access to expertise and scalability

Loss of control, dependence on third party

Suitable for non-core categories only

4. Recommended Strategy for XYZ Ltd

TheHybrid (Centre of Excellence)model would be themost suitable strategyfor XYZ Ltd.

Justification:

* It providescentralised controlover key strategic procurement activities (e.g., supplier contracts, tendering, sustainability standards),
ensuring consistency and cost savings.

* At the same time, it allowslocal hotel managersto retain autonomy over day-to-day ordering, ensuring flexibility and responsiveness
to customer needs.

* It supportscollaboration and knowledge sharing, enabling best practices to be transferred across locations.

* The hybrid model aligns with theservice-oriented natureof the hospitality industry, where local customer requirements and regional
supplier availability can vary significantly.

Implementation Considerations:

* Establish acentral Shared Services Centrefor procurement, supply chain analytics, and supplier management.
* Introduce astandardised e-procurement systemaccessible to all hotel locations.

* Defineclear governance policiesfor which decisions are made centrally vs locally.

* DevelopKPIs(cost savings, service quality, supplier performance) to measure success.

* Providetrainingfor local managers to use shared systemns effectively.

5. Strategic Benefits of Adopting a Shared Services Model

* Cost Efficiency:Consolidation of purchases increases buying power and reduces duplication.

* Process Standardisation:Consistent procurement practices improve compliance and control.

* Data Visibility:Centralised data enables better analytics and supplier performance tracking.

* Strategic Focus:Local managers can focus on customer service rather than admmistrative procurement.



* Scalability:The model supports future growth, acquisitions, or expansion into new markets.

6. Summary

In summary, aShared Services Modelcentralises common business functions to driveefficiency, consistency, and cost savingsacross
multiple business units.

For XYZ 1.td, the most effective approach would be theHybrid (Centre of Excellence) model, as it balances central strategic control
with local operational flexibility - essential in the hotel industry.

By implementing this model, the CEO can achieve greatercost efficiency, standardisation, supplier leverage, and data transparency,
while maintaining the agility needed to meet customer expectations across all 32 hotels.

NEW QUESTION # 21

XYZ s a toy manufacturer in the UK, specialising in wooden toys such as building blocks for toddlers.

Describe the external factors that could affect the supply chain management of XYZ. You should make use of a STEEPLED analysis
n your answer.

Answer:

Explanation:

See the Explanation for complete answer.

Explanation:

A UK wooden-toy manufacturer's supply chain is highly exposed to its external environment. Using STEEPLED(Social,
Technological, Economic, Environmental, Political, Legal, Ethical, Demographic) clarifies the key external factors and their
implications for supply chain management.

S - Social

* Consumer expectations for safety and transparency:Parents demand safe, toxin-fiee, well-tested toys and clear provenance of
timber.SCM impact:tighter supplier qualification, documented testing, traceability to batchv/lot level.

* Sustainability mind-set:Preference for plastic-free, low-waste products and recyclable packaging. SCM impact:source
FSC/PEFC-certified materials; redesign packaging; vet coatings/finishes.

* Seasonality & gifting culture:Peak Q4 demand (holidays) and back-to-school promotions. SCM impact:

build seasonal inventory buffers; capacity planning; flexible labour/logistics.

T - Technological

* Manufacturing tech:CNC machining, robotics, moisture-control kilns, surface finishing, and digital twins to reduce defects.SCM
impact:supplier capability audits; process capability (Cp/Cpk) requirements; capex timing,

* Digital commerce & data:D2C e-comimerce, marketplaces, real-time demand sensing, barcode/RFID.

SCM impact:integrate order/data flows with 3PLs; implement end-to-end traceability.

* Materials & coatings innovation:Water-based, low-VOC finishes; child-safe pigments. SCM impact:

qualify alternative suppliers; manage technical change and re-testing cycles.

E - Economic

* Currency volatility (GBP vs EUR/USD):Affects imported timber, coatings, and hardware.SCM impact:hedging strategies;
dual/multi-currency contracts; re-sourcing,

* Inflation & mput cost swings:Energy, freight, and timber price fluctuations.SCM impact:long-term contracts with indexation;
should-cost models; multi-sourcing,

* Retailer margin pressure:Large retailers demand price holds and OTIF performance.SCM impact:

service-level agreements, collaborative forecasting, penalties management.

E - Environmental

* Climate & extreme weather:Storms, fires, and droughts disrupt forestry outputs and logistics. SCM impact:diversify species/origins;
build safety stock; contingency routing,

* Carbon reduction pressures:Scope 3 emissions expectations across the chain. SCM impact:

nearshoring where viable; ship modes optimisation; supplier decarbonisation plans.

* Waste & circularity:Pressure to reduce packaging and factory scrap.SCM impact:closed-loop wood offcuts;
recyclable/compostable packaging specs.

P - Political

* Trade policy & border controls:Post-Brexit UK-EU customs, rules-of-origin, potential tariffs. SCM impact:customs competence,
broker selection, accurate paperwork, lead-time buffers.

* Sanctions & geopolitics:Restrictions on certain source countries/species.SCM impact:approved- country lists; rapid re-sourcing
playbooks; supplier watchlists.

* Public procurement priorities:UK emphasis on SME/local supply and sustainability standards.SCM impact:qualify for
public/education sector tenders; align documentation.

L - Legal

* Toy safety standards & conformity markingi/Mechanical/physical, flammability, chemical migration limits; conformity assessment
and marking obligations for toys placed on the UK market. SCM impact:



rigorous BOM control; test certificates; technical files; label accuracy.

* Chemicals & coatings regulation:Restrictions on heavy metals, solvents, phthalates, formaldehyde.

SCM impact:approved substances lists; supplier declarations; periodic third-party testing,

* Timber legality & due-diligence:Requirements to demonstrate legal and deforestation-free timber.

SCM impact.chain-of-custody evidence (FSC/PEFC), supplier audits, risk-based checks.

* Data protection & product liability:Customer data via e-commerce; obligations on recalls. SCM mpact:secure data flows; recall
readiness; serialisation for traceability.

E - Ethical

* Labour practices in forestry/mills:Risks of unsafe work or underpayment in upstream tiers. SCM impact:supplier codes of conduct;
third-party social audits; corrective action plans.

* Modern slavery & whistleblowing:Expectation of robust human-rights due diligence.SCM impact:

mapping to Tier-2/3; grievance mechanisis; training and monitoring,

* Marketing to children:Responsible advertising and age-appropriate claims.SCM impact:approvals workflow for packaging copy
and imagery.

D - Demographic

* Birth rates & household income:Direct driver of demand for toddler toys; regional shifts. SCM impact:

allocate nventory by region; scenario planning for demand swings.

* Urban living & smaller homes:Preference for compact, multi-use toys and storage-friendly packs.

SCM impact:pack/size optimisation; SKU design feeding back into sourcing and logistics.

* Diversity & inclusion:Demand for inclusive, educational designs.SCM impact:broaden supplier base for components/finishes; co-
design with educators.

Implications for Supply Chain Management at XYZ (summary)

* Sourcing & Compliance:Vet timber legality and certifications; manage chemicals compliance; maintain complete technical files and
testing regimes.

* Network & Resilience:Multi-source critical inputs; hold strategic stocks for Q4 peak; design alternate logistics lanes.

* Contracts & Cost Control:Use index-linked contracts and FX hedging; collaborate with key suppliers on cost and carbon.

* Visibility & Traceability:Implement end-to-end lot traceability (from forest to finished toy) to enable swift recalls and customer
assurance.

* Sustainability Integration:Embed Scope-3 carbon targets and waste reduction into supplier KPIs; optimise packaging and
transport modes.

By applying STEEPLED, XYZ can anticipate external pressures, hard-wire compliance and ethics into supplier management, and
build a resilient, customer-centric supply chain suited to the wooden-toy market.

NEW QUESTION # 22
Describe Network Optimisation Modelling, explaining the advantages and disadvantages of this approach to Supply Chain
Management.

Answer:

Explanation:

See the Explanation for complete answer.

Explanation:

Network Optimisation Modelling (NOM)is astrategic analytical approachused to design, evaluate, and improve the structure and
performance of a supply chain network. It uses mathematical, statistical, and simulation models to identify the most efficient
configuration of supply chain facilities - such as factories, warehouses, suppliers, and distribution centres - and to determne how
materials and products should flow through the network to minimise total cost while meeting service-level objectives.

In essence, network optimisation modelling seeks to answer key strategic questions such as:

* Where should production and distribution facilities be located?

* How much capacity should each site have?

* Which suppliers and transport routes are most cost-effective?

* What is the optimal balance between cost, service, and risk?

For a global manufacturer or retailer, this approach provides the foundation for achievingcost efficiency, responsiveness, and
resiliencein supply chain design.

1. Key Features of Network Optimisation Modelling

* Data-Driven Decision-MakingNOM relies on quantitative data such as demand forecasts, transportation costs, inventory levels,
service times, and capacity constraints.

* Scenario and Sensitivity Analysis:It allows managers to model "what-if" scenarios - for example, the impact of new suppliers, trade
tariffs, or changes in customer demand - and evaluate how different network configurations affect cost and service.

* Holistic View of the Supply ChainNOM considers theend-to-end network, including suppliers, production sites, warehouses, and



customer locations.

* Multi-Objective Optimisation:It balances competing objectives such ascost reduction,service-level improvement,carbon
minimisation, andrisk reduction.

* Use of Advanced Tools and Techniques:Network optimisation models are typically supported by tools such aslinear
programming, mixed-integer optimisation,geospatial mapping, andsimulation software(e.g., Llamasoft, AnylLogistix, or SAP IBP).

2. Advantages of Network Optimisation Modelling

(1) Cost Reduction and Efficiency

By identifying the optimal number, location, and role of facilities, NOM minimises transportation, warehousing, and production costs.
For example, consolidating underutilised warehouses can reduce fixed costs while maintaining service levels.

(i) Improved Service Levels

Optimisation models ensure that customer demand is met from the most efficient locations, reducing lead times and enhancing
delivery reliability.

(iif) Enhanced Strategic Decision-Making

NOM provides fact-based insights to support major strategic decisions - such as site relocation, outsourcing, or capacity expansion
- reducing reliance on intuition.

(iv) Risk Management and Resilience

Through scenario modelling, companies can anticipate the impact of disruptions (e.g,, port closures, supplier failures, or geopolitical
shifts) and design contingency plans to maintain supply continuity.

(v) Support for Sustainability and Carbon Reduction

Modem network models incorporate sustainability objectives, helping firms reduce transport miles, optimise loads, and lower carbon
emissions, aligning with ESG goals.

(vi) Alignment of Global and Local Operations

For multnational organisations, NOM ensures consistency between global strategy and regional operations by identifying the best
trade-offs between global efficiency and local responsiveness.

3. Disadvantages and Limitations of Network Optinisation Modelling

(1) Data Intensity and Complexity

Accurate modelling requires large volumes of detailed and reliable data - on costs, lead times, demand, and capacities. Poor-quality
or outdated data can lead to flawed conclusions.

(i) High Implementation Costs

Developing, validating, and maintaining network optimisation models requires specialised software and skilled analysts, which can be
costly for smaller organisations.

(iil) Static Assumptions

Models are often based on assumptions that represent a single point in time. In dynamic markets, these assumptions can quickly
become obsolete, reducing model accuracy.

(iv) Oversinplification of Real-World Variables

While mathematical models capture many factors, they may struggle to account for unpredictable elements such as political
mstability, natural disasters, or human behaviour in the supply cham.

(v) Change Management Challenges

Network redesigns can require major operational and cultural adjustments - such as facility closures or changes in supplier
relationships - which can face internal resistance.

(vi) Potential for Short-Term Focus

Ifused solely for cost optimisation, NOM may neglect long-term strategic objectives such as innovation, customer experience, or
ethical sourcing,

4. Strategic Implications of Network Optimisation Modelling

For an organisation likeXYZ 1td (a car manufacturer)or a large retailer, implementing NOM has significant strategic value:

* Tt alignssupply chain designwithcorporate objectivessuch as cost leadership or customer proximity.

* It supportsstrategic sourcingdecisions by identifying optimal supplier locations and logistics routes.

* It enhancesglobal competitivenessby enabling fast adaptation to changes in demand, regulation, or cost structures.

* It contributes tosustainability goalsthrough reduced emissions and resource optinmisation.

NOM therefore becomes adecision-support toolthat enables leadership to test alternative strategic configurations before committing
resources.

5. Example Application

In an automotive company such as XYZ Ltd:

* The model could assess the trade-offs between manufacturing in the UK versus Eastern Europe or Asia.

* It could simulate the effects of Brexit-related tarifls or shipping disruptions.

* It could optimise inventory levels across plants and dealerships to balance working capital and customer responsiveness.

Such insights allow the CEO and supply chain leaders to makedata-driven strategic decisionsthat improve efficiency, resilience, and
sustamnability.

6. Summary

In summary,Network Optimisation Modellingis a powerful analytical approach that supports strategic supply chain design by
identifying the most efficient, resilient, and sustainable configuration of the network.



Itsadvantagesinclude cost reduction, improved service, strategic agility, and sustainability alignment.

However, it also presentschallengessuch as data dependency, complexity, and high implementation cost.

When implemented effectively, NOM enables organisations to transform their supply chain into astrategic asset- one that delivers
value, resilience, and competitive advantage in an increasingly uncertain global environment.
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