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CIPS Defining Business Needs 52 € L4M2 5B B & (Q250-Q255):

R #250

To improve the productivity, Plantation Ltd is planning to purchase a tractor, which it has never bought before. The project must be
quick to catch up with the next growing season. Leanne, a jun-ior procurenment staff at the company, assumes that she could skip
market analysis stage to save time. s this assumption reasonable?
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A. Yes, Leanne just needs to purchase the tractor from her friend's company

B. No, the company assesses supplier's performance solely based on market analysis

C. No, market analysis will inform the company of the pricing as well as latest technology trends
D. Yes, the company has extensive experience in purchasing tractor

Ef: C

fEE N -

Market analysis is a stage in CIPS Procurement and Supply Cycle. This stage informs the purchaser about the number of suppliers,
the average pricing, and product trends. Even urgent purchase should undergo market analysis. Without undertaking this stage, the
buying organisation may not purchase the right product, or they may purchase at higher price.

Reference:

LO2,AC2.1

B #251

Why is the specification considered as the most important document in procurement?

e A It always shifts the balance of bargaining power in favour of the buyer
e B. It elimmnates all possible supply risks

e C. It helps the buyer to gain at supplier's loss

e D. It provides a mean to appraise the performance of supplier

Ef: D

fERHL -

Specification is the most important document in procurement because it sets out the quality which supplier must provide. If there is
no spec or the spec lacks clarity and details, supplier's perfor-mance may vary and possibly lower than actual requirements. This
puts the buyer at risks. On the other hand, ifthe spec is clear and detailed, the supplier is liable to provide 'fit for purpose’ products
or perform the service at required level of quality. This will ensure that the buyer achieve 'Right Quality'.

Reference:

- CIPS study guide page 116-130

- How fitness for purpose works - Evocurement

LO3,AC3.1

H R #252

As the lead procurement manager you have been asked to compile a business case for a large project. Which of the following should
you include in the business case?

* Costs and risks

* List of large suppliers

* Business benefits

* Informal recommendation

A. 2 and 3 only
B. 1 and 4 only
C. 2 and 4 only
D. 1 and 3 only

IEf@E: D

R

Comprehensive and Detailed Explanation (from CIPS LAM2 - Business Case Development) A robust business case muist:
* Quantify costs and risks (financial, operational, environmental).

* Identify and justify business benefits (savings, value, compliance, performance).

Supplier lists or informal notes are not appropriate inclusions.

Thus, Option A (1 and 3 only) is correct.

Relevant [AM2 references:

* "Structure and content of a business case"

* "Cost, risk, and benefit evaluation in justification”



P #253
A sports organisation requires additional racing equipment to match exact technical specifications for compatibility. Which type of
specification is most appropriate?

¢ A Product specification
¢ B. Performance specification
¢ (. Conformance specification
¢ D. Outcome specification

Ef#: C

TR

Comprehensive and Detailed Explanation (from CIPS LAM2 - Specification Control) A conformance specification defines exact
technical details (dimensions, materials, design).

It ensures identical compatibility with existing items.

Hence, Option A is correct.

Performance or outcome specifications would allow variations, which are not acceptable here.

Relevant LAM2 references:

* "Conformance vs performance specifications”

* "Specification alignment for compatibility"

M #254

A company is considering buying a new computer system to handle large amounts of personal data and expects the system to
performin a particular way. Which of the following should be included in the performance specification? Select TWO that apply.
System operating conditions

A. List of inputs

B. List of outputs

C. Technical drawings
D. Brand name

IEf#: B. D
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