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FH 1

¢ Understand Measures Required to Achieve Competitive Advantage in Supply Chains: This section of the

exam measures the skills of Strategic Sourcing Specialists and focuses on achieving and maintaining
competitive advantage through strategic supply chain practices. It assesses knowledge of how
organizations can leverage cost leadership or differentiation strategies to outperform competitors.
Candidates are expected to understand pricing mechanisis such as fixed and variable pricing, open book
costing, and risk

reward arrangements that drive efficiency and transparency. The section also includes cost reduction
techniques like supplier rationalization, value analysis, and negotiation strategies that enhance profitability.
Finally, it examines collaborative approaches such as partnership sourcing, building supplier trust, and
managing relationship life cycles to ensure long-term strategic advantages within the supply chain.

FH 2

Understand the Dynamics of Supply Chains: This section of the exam measures the skills of Supply Chain
Analysts and covers the foundational understanding of how supply chains operate, interact, and add value
to organizations. It examines the differences between supply chains, supply networks, and supply chain
management while exploring the concept of supplier tiering and network sourcing, Candidates are expected
to understand how effective supply chain management improves quality, reduces costs and lead times, and
fosters innovation while mitigating risks. Additionally, this section emphasizes the connection between an
organizational mnfrastructure, culture, and process management in achieving efficient supply chains. It also
compares various improvement approaches, including collaborative and competitive models, outsourcing,
offShoring, and global procurement.

FH 3

Understand Improvement Methodologies that Can Be Used i Supply Chains: This section of the exam
measures the skills of Procurement Managers and focuses on the tools and methodologies used to enhance
supply chain performance and efficiency. It highlights the principles of total quality management (TQM),
including quality assurance and inspection, and their role in ensuring product and process consistency.
Candidates must understand how to use statistical methods such as KPIs, data analysis, and Six Sigma to
drive continuous improvement. The section also explores lean thinking, agile processes, Just-in-Time (JIT)
systers, and the 5S methodology as frameworks for optimizing operations. Furthermore, it covers the
application of business process re-engineering (BPR) and benchmarking to evaluate and redesign supply
processes for better performance and competitiveness.

Z| &l CIPS Level 5 Advanced Diploma in Procurement and Supply LSM7 F
EMEEH (Q81-Q86):

EAE #81
Farmer Joe sells wheat and barley. He charges more when demand is high and less when demand falls. What pricing strategy does
he follow?

He:. D

M.

A. Variable Pricing

B. Flexible Pricing

C. Competitive Pricing
D. Dynamic Pricing

Dynamic Pricingadjusts prices in real time to reflectmarket demand and supply conditions, commonly used in commodities.
Short cited term: "dynamic pricing - prices adjust to demand fluctuation." (LSM7 Study Guide, p. 189) Reference:CIPS LSM7

Study Guide, p. 189.
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AHAE #82
Trust is a dynamic concept required in partnership relationships. Which of the following are part of thefive trust componentsimportant
in supply chains?

A. Loyalty

B. Charm

C. Integrity

D. Competence
E. Power

HE: ACD

Y.

Trust in supply chains is built on components includingintegrity,competence, loyalty,openness, andfairness.

Short extract: "key trust components: integrity, competence, loyalty, openness, faimess." (LSM7 Study Guide, Domain 3.4 section)
Reference:.5SM7 Study Guide, Domain 3.4 (Relationship/Trust components).

HEE #83
Jerry works in product development at a clothing manufacturer. The company is discussing ways of adding value for customers.
Jerry suggestsreducing pricescould be a form of added value. Is he correct?

A. Yes - this is a form of added value but requires the ability of the supply chain to reduce costs.
B. Yes - this will increase the company's profit margin.

C. No - as the custoner is not offered anything additional to their purchase.

D. No - added value is only a form of innovation.

HE. A

MH.

Added Valuearises whenever the customer perceives extra benefit. Lowering pricescan add value if the supply chain reduces coststo
support it sustainably.

Short cited term: "price reduction is a form of added value if supported by cost efficiencies." (LSM7 Study Guide, p. 35)
Reference:CIPS LSM7 Study Guide, p. 35.

A2 #84
InSix Sigma, aBlack Beltis the highest level that can be achieved. Is this correct?

A. No - there are higher levels such as Master Black Belt and Champion
B. Yes - a Black Belt implements Six Sigma full-time

C. Yes - a Black Belt trains project teams

D. No - Green Belt is the highest

.|

o
m

: A

ME:

The hierarchy extendsbeyond Black Belt, includingMaster Black BeltsandChampions, who provide leadership and strategic
direction.

Short cited term: "Master Black Belt and Chanmpion above Black Belt." (L5M7 Study Guide, p. 153) Reference:CIPS LSM7 Study
Guide, p. 153.

HEE #85
Which of the following areincentivesfor suppliers to perform well on a contract? Select TWO.

A. Quality-based pricing
B. Outcome-based pricing
C. Revenue-based pricing
D. Market-based pricing



de: BC

Y.

Revenue-basedandOutcome-basedpricing share financial benefits and performance gains, motivating suppliers to excel.
Short cited term: "gainshare, revenue and outcome pricing as supplier incentives." (LSM7 Study Guide, p.

198)

Reference:CIPS L5M7 Study Guide, p. 198.
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