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CIPS Category Management 58 & L5M6 & 5% B 78 (Q51-Q56):

HA #51
Which of the following is an example of a supply chain risk? Select TWO.

A. Lightning strikes the organisation's HQ

B. A cargo ship is delayed due to strike action at a port of entry

C. A consultant provides bad advice to a client as they are unaware of a legislation change
D. Badly defined T&Cs in a contract cause a supplier to fail to deliver services effectively

_EE%: B\ D

TR

Supply chain risks are risks that involve suppliers or logistics networks and have a direct impact on procurement performance.
Poorly defined contract terms (Option A) may cause service failure, while delays due to port strikes (Option D) disrupt inbound
logistics. These are classic supply chain risks because they are linked to supplier performance or external logistics factors. By
contrast, lightning striking HQ is an internal operational risk, and a consultant giving poor advice is a professional service risk rather
than a direct supply chain issue. For procurement, identifying supply chain risks is critical to developing mitigation strategies such as
alternative suppliers, buffer stock, or stronger contractual clauses. Risk assessment frameworks like the likelihood/severity matrix
help prioritise which risks to address first.

Reference: CIPS L5M6 Study Guide, p.56

HP #52
Which category of spend item would be most suitable to purchase through an e-auction?

¢ A. Non-critical
¢ B. Bottleneck
e C. Leverage
e D. Strategic

Ef#: C

A

Leverage itens [low supply risk, high financial impact] are best suited for e-auctions. Buyers can use competitive bidding to drive
down prices when multiple suppliers exist.

By contrast:

* Bottleneck itenrs [low value, high supply risk] are not suited as choice is limited.

* Strategic items require partnership and collaboration, not price-only competition.

* Non-critical items don't justify the effort of auctions.

[Ref: CIPS L5M6 Study Guide, p.97 - Kraljic Portfolio Matrix]

ER#53
Penelope works for an international manufacturer. Which categories are most likely to be outsourced?

A. Warehousing

B. Operations

C. Facilities management
D. Marketing services

E. Raw materials

Ef@E: C. D
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The categories most likely to be outsourced are Marketing services and Facilities Management [FM].

These are exanples of indirect spend categories where external providers often offer specialist expertise, cost efficiency, and
scalability.

CIPS identifies five indirect categories frequently outsourced: Marketing, Facilities Management, IT

/Communications, Human Resources, and MRO [Maintenance, Repairs, Operations]. Outsourcing these allows organisations to
focus internal resources on core competencies such as manufacturing or R&D.



Raw materials, warehousing, and operations are typically core to production and therefore managed internally or strategically
sourced, rather than fully outsourced. While warehousing may sometimes be outsourced

[3PL], it is not listed among the primary categories in the study guide.

Outsourcing decisions must balance cost, risk, and strategic importance. For example, outsourcing FM reduces overheads while
ensuring professional management of buildings and services, whereas marketing agencies provide creativity and campaign expertise.
[Ref: CIPS L5M6 Study Guide, pp.46-47 - Categories commonly outsourced]

H #54
In Category Management, which of the following Models can be used for creating a step-by-step plan for Strategic Sourcing?

e A Porter's 5 Forces

¢ B. The Pareto Principle

e (. Kearney's 7 Step Model
¢ D. Kraljic Matrix

Ef: C
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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 items 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-fiinctional 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 exams.

Reference: CIPS L5SM6 Study Guide, p.28-29

B #55
What is a General Ledger?

A. A catalogue of products to buy and/or sell

B. AnIT system that conducts tenders electronically

C. AnIT system that prepares information for financial reporting
D. A list of approved suppliers

EfE: C

fiR .-

A General Ledger [GL] is the central accounting record used by businesses to prepare financial reports. It categorises all financial
transactions into cost codes, allowing managers to track expenditure, revenue, assets, and liabilities.

For category managers, the General Ledger provides visibility into spend categories. This information supports spend analysis and
helps in mapping organisational costs against suppliers, categories, and business functions. It differs from line item detail by offering a
higher-level financial view.

Other options are misleading:

* Option A [tenders] relates to e-procurement platforms, not financial records.

* Option C [catalogue] refers to item listings, not ledgers.

* Option D [supplier lists] relates to approved supplier databases.

By using GL data, procurement can ensure alignment with finance, strengthening conpliance, budgeting, and strategic sourcing
decisions.

[Ref: CIPS L5SM6 Study Guide, p.135 - Use of General Ledger in procurement analysis]
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