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¢ Understand the Strategic Impact of a Category Management Process: This section evaluates the strategic
nsight of a Procurement Manager into how category management influences organizational performance. It

FH1 explores the use of data-driven decision-making and market intelligence to shape sourcing strategies and

drive sustainable procurement outcomes.

o Understand Approaches that Can Be Used to Develop Category Management Strategies: This section of
the exam measures the skills of Procurement Managers and focuses on understanding how category
management strategies are formulated within procurement finctions. Candidates are expected to

= 2 differentiate between strategic and conventional sourcing, evaluate how these approaches support long-

term supplier relationships, and align them with organizational goals. The section also emphasizes the role of]

category management in enhancing sourcing efficiency and achieving cost optimization.

¢ Understand the Concepts, Tools, and Techniques Associated with Managing Expenditure: This section of

the exam measures the analytical abilities of a Category Analyst and focuses on expenditure management
M3 techniques within category management. It explores how organizations identify, classify, and analyze
different types of spend to enhance procurement efficiency and value creation.

Z| Al CIPS Certification L5sM6 F 2 M EZFE2 A (Q79-Q84):

HE#79
A 'should cost' analysis and value analysis can be completed on items procured by a buyer. Which of the following categories of
spend are these tools most applicable for?

A. Strategic

B. Non-critical
C. Leverage
D. Bottleneck

HE. C

dE:

These tools are most applicable for leverage items, which typically have high spend but low supply risk.
Buyers can use cost breakdowns and value analysis to reduce prices and improve cost-efficiency.
Reference: CIPS L5SM6 Study Guide, p.103

EE #80
Which of the following industries is the only one that does not have a specific SIC code?

A. Agriculture
B. Services
C. Finance
D. Retail

He:. B

MY

The services industry does not have a specific SIC code because it is highly diverse, spanning multiple activities that do not fit neatly
nto a single classification.

[Ref: CIPS L5SM6 Study Guide, p.88 - SIC classification limitations]

EE #81
ABC Ltd is a manufacturer of hi-tech IT equipment and is operating in an industry set to grow substantially over the next 10 years.
What type of industry could this be described as?



A. Bear industry
B. Dog industry
C. Cow industry
D. Bull industry

HE: D

Y.

A bull industry is one that is experiencing sustained growth, driven by technological innovation, consumer demand, or favourable
market conditions. The opposite is a bear industry, which is in decline. The terns are borrowed from stock market language but are
also used in category management to describe the overall trajectory of an industry. For ABC Ltd, operating in a bull industry means
it must prepare for higher demand, increased competition, and potential supplier shortages. This requires a proactive category
strategy that focuses on securing long-term supplier relationships, investing in innovation, and managing risks associated with rapid
growth. Recognising industry cycles ensures that procurement strategies are forward-looking and aligned with long-term
organisational objectives. Misclassifying an industry's trajectory could lead to missed investment opportunities or poor resource
allocation.

Reference: CIPS L5SM6 Study Guide, p.150

HE #82
High exit barriers in a marketplace mean that rivalry between suppliers is low. Is this statement TRUE?

A. Yes - rivalry is low as buyer power is strong

B. No - rivalry between existing suppliers is high

C. No - high exit barriers mean no new suppliers will enter the marketplace
D. Yes - rivalry is low as supplier power is strong

H¥e: B

MH.

The correct response is No - rivalry between existing suppliers is high. Exit barriers refer to the difficulty suppliers face when
attempting to leave a market or industry. These barriers may include high investment in specialised assets, contractual obligations,
redundancy costs, or reputational damage. When suppliers are unable or unwilling to exit, they remain within the industry regardless
of declining profitability. This forces them to compete aggressively to retain market share, which increases rivalry among existing
firms

Options A and B are incorrect because the question relates to rivalry, not directly to buyer or supplier power.

Option D is also incorrect because exit barriers do not influence new suppliers entering; they affect current suppliers trying to leave.
A practical exanmple is the oil and energy industry, where huge capital investments make it very costly to exit. Companies stay even
during downturns, resulting in fierce rivalry.

[Ref: CIPS L5SM6 Study Guide, p.114 - Porter’s Five Forces: Exit Barriers and Rivalry]

A2 #83
In Category Management, which of the following Models can be used for creating a step-by-step plan for Strategic Sourcing?

A. Kraljic Matrix

B. The Pareto Principle

C. Kearney's 7 Step Model
D. Porter's 5 Forces

HE. C

=R

Kearney's 7 Step Strategic Sourcing Model provides a structured, step-by-step approach for managing sourcing activities. The
steps include profiling the category, assessing the supply market, developing sourcing strategies, and implementing them. This model
ensures that sourcing is systematic, evidence-based, and aligned with strategic objectives. Unlike tools such as the Kraljic Matrix,
which classifies iters by risk and impact, Kearney's model provides an end-to-end process framework for sourcing execution.
Similarly, Pareto and Porter's 5 Forces are useful analytical tools but not procedural sourcing frameworks. For category managers,
the Kearney Model is valuable because it emphasises cross-functional collaboration, data-driven decision-making, and continuous
improverment. Its structured approach reduces risks of ad-hoc decision- making and ensures alignment with organisational goals.
This is why it is a central feature of LSM6 study material and often tested in examns.



Reference: CIPS L5M6 Study Guide, p.28-29
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