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P RE #13

A company has installed a new piece of capital equipment but needs to arrange a maintenance contract for three years. The
company wants to know as accurately as possible what this price will be for the full contract.

‘What would be an appropriate type of pricing mechanism to use when asking suppliers to quote prices?

A. Cost plus percentage fee

B. Fixed price with adjustment for inflation
C. Fixed price

D. Cost plus fixed fee

EX: B

i RE S B -

Detailed Explanation:

A fixed price with adjustment for inflation provides cost predictability while accounting for potential increases due to inflation. This
strikes a balance between fixed costs and market realities. Reference: CIPS Level 4, Pricing Strategies.

i 8 #14
At which stage of product life cycle, price competition between sellers will be the most intense?

A. Maturity stage

B. Decline stage

C. Introductory stage
D. Growth stage

ZX: B

fE R A«

The term product life cycle refers to the length of time a product is infroduced to consumers into the market until it's removed from
the shelves. The life cycle of a product is broken into four stages-introduction, growth, maturity, and decline.

Chart, line chart Description automatically generated

Source: https://blueoceanoutsource.co.ke/the-product-life-cycle-concept/ At maturity stage, price competition sets in as more and
more supply capacity has been added by new entrants, then the competition will be the most intense.

Reference: CIPS study guide page 90-91

LO2,AC22

P& #15

A buyer is undertaking an analysis of the market. This analysis has focused on the relative power of the main buyers in the market. It
has also focused on the changes in capacity available amongst the key suppliers in this market. Which of the following describes this
analysis?

A. Consumer analysis

B. Industrial analysis

C. Regulatory analysis

D. Demand and supply analysis

ZE: D

PRI #16

Synergy Ltd is a fast-growing tool and hardware retailer. The company's custommer services team has been using Excel worksheets
to manage customer relationships. When the company is expend-ing its market presence, this way of working leads to poorer
customer services as the database is scattered around in spreadsheet, leading to patchy and inconsistent conversations with
customers. The company decides to purchase a CRM system. What requirement should Synergy's procurement team take into
account in the specification for CRM system?

e A The relative size of the potential suppliers to Synergy
e B. The ability to import bulk data from Excel spreadsheets
e (. Total number of the supplier's employees



¢ D. The formand reference number of the purchase order
EX: B

f R A -

The purpose of this Question:

to actionable requirements before communicating with the suppliers. The scenario suggests that Synergy Ltd's customer services
team is using Excel spreadsheets, they lack a centralised customer database. This leads to problems in commumnications with
customers.

A CRM system can solve the communication problem. But a Question: 100

will the previous data be imported? If the CRM system can support bulk import from Excel tables, it will save a lot of time.
Reference:

LO1,AC 1.1

8 #17

British Steel needs to source a set of instruments that will improve quality of steel. Without these instruments British Steel will loss
control of the temperature. The bucket may freeze up, or if it is too hot it leaks out of the casting process, damaging the machine.
There is limited supply on the market and quality varies greatly.

Which of the following will be the most appropriate managing approach to procure these iterms?

A. Seek continuity of supply

B. Leverage market competition to drive down cost
C. Bundle these instruments into larger contract

D. Form partnership with supplier

ZX: D

fE R A -

The instrument plays a crucial role in steel manufacturing because it presents in the majority of products, in which case lacking this
nstrument would have significant impact on the organisation's output (production lines stop or damaging other machine). Otherwise,
the risk of supply is high because there is limitation in supply. Therefore, it is considered as a strategic item in term of Kraljic's
portfolio matrix. Procurement manager should form partnership with suppliers to maximise the value.

The following graph illustrates Kraljic's portfolio matrix:



LEVERAGE ITEMS STRATEGIC ITEMS

e Exploitation of full Development of
purchasing power iong-term relationships

High

Targeted pricing Collaboration and innovation

strategies/negotiations Natural'scarcity

Abundant supply

NON-CRITICAL ITEMS BOTTLENECK ITEMS

* Product.standardisation Low control of suppliers

Profit impact

* Process effiCiency (automated Innovation and product
purchasing e.g. catalogues, substitution and replacement

£enacine) Production-based scarcity

Abundant supply

Supply risk High

Reference: CIPS Study guide page 84.
LO2,AC2.1
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