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CIPS Category Management 55 & L5M6 &4 5% [ 7 (Q31-Q36):

HM #31
Polygon Ltd is a buyer of components. Jeff, a Category Manager at Polygon, is analysing buyer strength in this marketplace to
determine his procurement strategy. Which of the following would increase buyer strength?

A. High level of inflation

B. Placing larger order quantities

C. Low levels of substitute

D. Fewer suppliers in the marketplace
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Buyer strength increases when order volumes are large, as this gives leverage in negotiations and can improve pricing and terns. The
other options do not necessarily strengthen buyer power.

Reference: CIPS L5SM6 Study Guide, p.112

R #32
In Category Management, often a small number of categories can be responsible for a large proportion of spend. What is this
principle commonly known as? Select TWO.

e A Six Sigma

e B. The 5 Forces

e C. 80-20 Rule

e D. Pareto Principle

_EE%: C\ D

R -

The Pareto Principle, also known as the 80/20 Rule, states that around 80% of outcomes are generated by

20% of mputs. In category management, this means that a small number of categories often account for the majority of total spend.
Identifying these high-impact categories allows procurement professionals to focus resources where they deliver the most value. For
example, managing a few strategic or high-spend categories rigorously may yield more savings and risk reduction than spreading
efforts across all categories equally. The principle reinforces the need for prioritisation and focus in procurement strategies. While Six
Sigma and Porter’s Five Forces are useful tools in other contexts, they are unrelated to spend distribution. Applying Pareto
effectively helps organisations achieve better results with limited resources by focusing on what matters most.

Reference: CIPS L5M6 Study Guide, p.22

B #33

Teddy Ltd has created a virtual cross-functional procurement team across divisions. What could become a barrier to success?

A. Time

B. Geography
C. Language and use of acronyns
D. Cost

Ef#: C
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The key barrier is language and the use of acronyns. In cross-finctional, international, or virtual tears, communication challenges
can hinder collaboration. Procurement often uses specialised terminology and acronyms that other finctions or non-native speakers
may not fully understand. This can create confusion, misalignment, and nefficiency.

Geography is less of an issue in virtual teamrs, as digital platforms enable collaboration across locations. Time and cost can be
challenges, but the study guide specifically identifies language and acronyms as barriers.

Effective category managers overcome this by using clear, simple comnumnication and ensuring shared understanding of procurement
terms. This reduces misunderstandings and ensures that all team members- finance, engineering, operations-can contribute
effectively.

Cross-functional teanmwork is central to category management success, but only if barriers to collaboration are proactively
addressed.

[Ref: CIPS L5M6 Study Guide, p.64 - Cross-functional teams and barriers]

H #34
Which of the following approaches to managing cost, common in Category Management, results in the most reduced costs from
suppliers and increased value?

e A Cost-down
e B. Cost-out
e (. Price acceptance



e D. Price management
IEf#: B
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Cost-out is the most effective approach for reducing supplier costs while increasing value. It involves redesigning products or
services collaboratively with suppliers to eliminate costs before they occur. For example, altering product design to use fewer
materials can reduce overall costs without compromising quality. This differs from price acceptance (simply accepting a supplier's
offer), price management (controlling or negotiating pricing), or cost-down (gradual cost reduction). Cost-out is proactive and
strategic, focusing on long-term value creation rather than short-term savings. For category managers, adopting cost-out strategies
requires close supplier collaboration, innovation, and joint investment in process improvements.

Reference: CIPS L5M6 Study Guide, p.79

B #35
When using the Kraljic Matrix to analyse the category of item, which of the following categories does Kraljic recommend be further
analysed in conjunction with a comparison of the buyer's strength vs supply market strength?

e A Strategic
e B.Leverage
e C. Bottleneck
¢ D. Non-critical

EfE: A

A -

For strategic itenrs, Kraljic recommends further analysis through a 3x3 supply positioning matrix, which compares buyer strength
against market strength. This creates three possible strategies: exploit, balance, diversify.

Reference: CIPS L5SM6 Study Guide, p.102
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