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8 #349
When prices of input materials increase, supply curve shifts to the left while demand remains stable. The shift of supply will tend to
cause which of the following?

e A. Adecrease in the equilibrium price and an increase in the equilibrium quantity
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¢ B. Anincrease in the equilibrium price and a decrease in the equilibrium quantity
¢ C. Anincrease in the equilibrium price and quantity
¢ D. A decrease in the equilibrium price and quantity

EX: B
FRRERR A :

The case in the question is illustrated as below:
Diagram Description autormatically generated

The equilibrium price initially at PO with quantity QO, when supply curve shifts to the left, it will converge with demand curve at new
equilibrium point with price P1 and quantity Q1. As you can see from the graph, P1 is greater than PO and Q1 is smaller than QO.

i 8 #350
Which of the following would cause a demand curve for a good to be price inelastic?

A. The consultancy service

B. The necessary goods

C. The luxury goods

D. There are a great number of substitutes for the good

ZX: B

fE R A«

Essential goods and services such as electricity, fuel, basic food stuffs, commuter transport and habitual products such as tobacco,
alcohol and sugar-based drinks are often sited as facing a relatively inelastic demand curve. This means when the price goes up, the
quantity demanded does not decrease very much and so they are often the target of government taxation.

LO2, AC2.2

&8 #351
The trust is built based on the other party's professional qualifications or proven or certified technical capability or experience is
known as...?

A. Irrevocable Trust
B. Goodwill trust

C. Contractual trust
D. Competence trust

ZX: D

R RE RS A -

Trust is the expectation that the other party will behave in a predictable and mutually acceptable way. In inter- firm relationships, the
presence and absence of trust can affect the level of cost in a relationship. The existence of trust is taught to lower the transaction
cost in a relationship. Dr. Mari Sako identified taxonomy of 3 types of trust in commercial relationship, which is very useful from the
perspective of procurement.

Contractual trust: Trust based on the contract with TOP. This is potentially the weakest source of trust if there is nothing else to base
the trust on, but it is the quickest to establish.

Competence trust: Trust based on TOP's professional qualifications or proven or certified technical capability or experience.
Goodwill trust: Trust based on knowing TOP has your interest at heart and will not behave opportunistically.

This is potentially the strongest type of trust, but it takes the longest time to build.

PR #352

Which of the following are examples of variable costs?
Building and site rent

Annual insurance premium

Raw materials expenditure



Delivery costs for materials

e A 3and4
e B.land3
e C.land4
e D.2and3

BER: A

i RE S B -

Raw materials expenditure (3) and delivery costs for materials (4) are variable costs as they fluctuate with production levels.
Variable costs vary directly with the volume of production, unlike fixed costs such as rent or insurance, in line with CIPS's
classifications of cost types in procurement.

i /8 #353
Understanding supplier's mark-up and margin can provide procurement professional a comprehensive insight into supplier's net

profits. Is this statement true?

¢ A. No, because margin is enough to tell procurement about supplier's profitability

¢ B. No, because mark-up and margin inform little about supplier's net profit

e C. Yes,because these are two indicators of supplier's future prospect

e D. Yes, becausesupplier's mark-up and margin are two most valuable sources of information to procurement

ZX: B

R«

Explanation

Mark-up and margn allow supplier to make gross profit. Remember that every supplier operates under different cost structures and
some are set up to be most profitableat a particular level of volume, so it is dangerous to assume all suppliers can survive on a lower
margin if their volume increases. Intelligent buyers understand that mark-up and margin may define gross profits, but they tell you
very little about a supplier's net profits.

LO2,AC2.1
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