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CIPS Category Management 35 € L5M6 &4 5% 5 /2 (Q60-Q65):

E Y #60
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.

A. The 5 Forces
B. Pareto Principle
C. Six Sigma

D. 80-20 Rule

IEf@E: B. D

AR :

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-inpact 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 L5SM6 Study Guide, p.22

R #61
Servers, hardware and licences are items which may be found in which category of spend?

A IT

B. Facilities management
C. Legal

D. Professional services

EfE: A

A -

Itenrs such as servers, hardware, and licences fall under the IT (Information Technology) category of spend. Categories are
organised into direct and indirect spend, and IT is a common example of indirect spend

, which includes goods and services that do not directly contribute to production but are essential to operations. IT spend is
strategically important as it supports digital transformation, efficiency, and business continuity. Effective management of IT categories
involves considering licensing agreements, hardware refresh cycles, cybersecurity, and vendor lock-in risks. Poor IT procurement
strategies can lead to high costs, mefficiencies, and security vulnerabilities. Category managers in IT must also keep up with fast-
changing technology markets, cloud adoption trends, and vendor consolidation. Recognising IT as a distinct category ensures that
procurement strategies address unique risk factors and maximise value.

Reference: CIPS L5M6 Study Guide, p.3

H #62
Analytics data can be used in Category Management forecasting. Which of the following would be a form of Analytics Data?

A. Data models and predictions e.g. trends for the future
B. Data from the past e.g. historical trends

C. Expertise data e.g. estimated lead times

D. Known data e.g. manufacturing capacity

ER: A


https://www.passtest.jp/L5M6-exam.html

RN -

Analytics data refers to data models and predictions, often generated through statistical methods or advanced software, that provide
nsights into future trends. Unlike historical data, which looks at past performance, or known data, which describes current realities,
analytics projects what is likely to happen in the future. For example, predictive analytics can identify demand spikes based on past
seasonal behaviour, consumer sentiment, or economic indicators. In category management, such predictive models are invaluable for
anticipating supply shortages, managing risks, and planning procurement strategies. Analytics data allows procurement professionals
to move fromreactive decision-making to proactive and strategic management.

The integration of analytics into forecasting also supports better negotiation with suppliers, as buyers can demonstrate awareness of
future trends and cost drivers. In today's fast-changing markets, reliance solely on historical data is insufficient-analytics data gives
procurement a competitive edge.

Reference: CIPS L5SM6 Study Guide, p.140

HM #63
Frankie Burgers operates in the UK and USA. One supplier holds a monopoly, but the item supplied is low cost. According to the
Kraljic Matrix, which type of item is this?

e A Strategic
¢ B. Bottleneck
e C. Leverage
e D. Routine

Ef#: B

R

This tem is classified as a Bottleneck item in the Kraljic Portfolio Matrix. Bottleneck itens are low-value in terms of spend but carry
high supply risk, often because there are very few suppliers or a monopoly situation.

In this case, Frankie Burgers faces a monopoly supplier, meaning supply risk is high. Even though the item is low cost, its
unavailability could disrupt operations, creating significant vulnerability.

By contrast:

* Leverage itemrs are high-value but low risk, suited for competitive sourcing,

* Strategic items are high-value and high-risk, requiring partnerships.

* Routine itenrs are low-value and low-risk, suitable for automated procurement.

Category managers facing bottleneck items often mitigate risk through strategies such as developing alternative suppliers, stockpiling,
or long-term contracts to secure continuity of supply.

[Ref: CIPS L5M6 Study Guide, p.157 - Kraljic Matrix applications]

E Y #064
ABC 1td is a manufacturer of hi-tech I'T equipment in an industry set to grow substantially over the next 10 years. What type of
industry is this?

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

IEfE: D

AR

A Bull Industry is one that is experiencing strong growth, with positive demand and market expansion expected in the future. In
financial terms, "bull" markets are characterised by optimisim, rising investment, and business confidence.

For ABC Ltd, operating in a high-growth IT sector, this categorisation is appropriate because demand is projected to increase. This
means opportunities exist for innovation, supplier partnerships, and long-term strategic sourcing,

By contrast:

* Bear industries represent declining markets, where firns face shrinking demand.

* Dog and Cow industries are not recognised terms within category management; they are distractors in this question.

Identifying whether an industry is in a bull or bear phase helps Category Managers assess market risks, supplier relationships, and
investment priorities.

[Ref: CIPS L5SM6 Study Guide, p.150 - Market classifications: bull vs bear industries]
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