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CIPS L6M2 Exam Syllabus Topics:

Topic Details

Topic 1

Understand financial aspects that affect procurement and supply: This section measures the skills of
Financial Analysts in assessing how costs, funding, and economic objectives impact supply chains. It
includes managing currency volatility through exchange rate instruments like forwards or derivatives and
addressing commodity price fluctuations using futures or hedging. A critical skill assessed is managing
financial risks in global supply chains effectively.
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Topic 2

Understand and apply tools and techniques to address the challenges of global supply chains: This section
targets Supply Chain Analysts and covers methods for analyzing global supply chains, such as STEEPLED
analysis, benchmarking, and performance metrics. It also evaluates regulatory influences, including import
export controls, tariffs, and employment regulations like equality, health, and safety. A critical skill assessed
is applying STEEPLED analysis to supply chain challenges.

Topic 3

Understand strategy formulation and implementation: This section evaluates the skills of Strategic Planners
in understanding how corporate and business strategies impact supply chains. It covers strategic directions,
diversification, portfolio matrices, and methods for pursuing strategies like mergers or alliances. It also
examines aligning supply chains with organizational structures and managing resources like people,
technology, and finance. A key skill measured is implementing strategies under uncertain conditions.

Topic 4

Understand and apply the concept of commercial global strategy in organizations: This section measures
the skills of Global Strategy Analysts and focuses on evaluating the characteristics of strategic decisions in
organizations. It includes understanding strategic versus operational management, strategic choices, and the
vocabulary of strategy. A key skill measured is effectively differentiating between strategic and operational
management.
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examinee, everyone hope they can learn efficiently. So candidates can use our L6M2 guide questions immediately after their
purchase is the great advantage of our product. The language is easy to be understood makes any learners have no obstacles. The
L6M2 Test Torrent is suitable for anybody no matter he or she is in-service staff or the student, the novice or the experience people
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CIPS Global Commercial Strategy Sample Questions (Q20-Q25):
NEW QUESTION # 20 
SIMULATION
Organisations in the private sector often need to make decisions regarding financing, investment and dividends. Discuss factors that
affect these decisions.

Answer:

Explanation:
Factors Affecting Financing, Investment, and Dividend Decisions in Private Sector Organizations Introduction Private sector
organizations must carefully balance financing, investment, and dividend decisions to ensure financial stability, profitability, and
shareholder satisfaction. These decisions are influenced by internal financial health, external economic conditions, market
competition, and regulatory requirements.
This answer examines the key factors affecting financing, investment, and dividend policies in private sector companies.
1. Factors Affecting Financing Decisions (How Companies Raise Capital?) Financing decisions determine how businesses fund
operations, expansion, and debt repayment.
1.1 Cost of Capital (Debt vs. Equity Considerations)
� Why It Matters?
Companies choose between debt financing (bank loans, bonds) and equity financing (selling shares) based on the cost of capital.
Higher interest rates make debt financing expensive, while equity financing dilutes ownership.
Example:
A startup may prefer equity financing to avoid immediate debt repayments.
A profitable company may use debt due to tax advantages on interest payments.
Key Takeaway: Companies aim to minimize capital costs while maintaining financial flexibility.
1.2 Company's Creditworthiness & Risk Tolerance
� Why It Matters?
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Stronger credit ratings allow companies to secure loans at lower interest rates.
Riskier businesses may struggle to secure financing or face high borrowing costs.
Example:
Apple can easily issue corporate bonds due to its strong financial position.
A high-risk startup may have to offer higher interest rates on its debt.
Key Takeaway: Financially stable firms have more funding options at lower costs.
1.3 Economic Conditions (Market Trends & Inflation)
� Why It Matters?
In economic downturns, companies avoid excessive borrowing.
Inflation and interest rate hikes increase financing costs.
Example:
During recessions, companies reduce borrowing to avoid high debt risks.
In a booming economy, firms take loans to expand production and capture market share.
Key Takeaway: Businesses adjust financing strategies based on economic stability and interest rates.
2. Factors Affecting Investment Decisions (Where and How Companies Invest Capital?)
2.1 Expected Return on Investment (ROI)
� Why It Matters?
Companies evaluate potential profits from investments before committing capital.
High-ROI projects are prioritized, while low-ROI investments are avoided.
Example:
Tesla invests in battery technology due to high future demand.
A retail chain avoids investing in struggling markets with low profitability.
Key Takeaway: Businesses prioritize high-return investments that align with strategic goals.
2.2 Risk Assessment & Diversification
� Why It Matters?
Companies assess market, operational, and financial risks before investing.
Diversification reduces reliance on a single revenue source.
Example:
Amazon diversified into cloud computing (AWS) to reduce dependence on e-commerce sales.
Oil companies invest in renewable energy to hedge against declining fossil fuel demand.
Key Takeaway: Investment decisions focus on balancing risk and opportunity.
2.3 Availability of Internal Funds vs. External Borrowing
� Why It Matters?
Companies use retained earnings when available to avoid debt costs.
When internal funds are insufficient, they borrow or raise equity capital.
Example:
Google reinvests profits into AI and software development instead of taking loans.
A new airline expansion may require debt financing for aircraft purchases.
Key Takeaway: Investment decisions depend on fund availability and cost considerations.
3. Factors Affecting Dividend Decisions (How Companies Distribute Profits to Shareholders?)
3.1 Profitability & Cash Flow Stability
� Why It Matters?
Profitable companies pay higher dividends, while struggling firms reduce payouts.
Strong cash flow ensures consistent dividend payments.
Example:
Microsoft pays regular dividends due to its steady revenue stream.
A startup reinvests all profits into business growth instead of paying dividends.
Key Takeaway: Only profitable, cash-rich companies sustain high dividend payouts.
3.2 Growth vs. Payout Trade-Off
� Why It Matters?
High-growth firms reinvest profits for expansion instead of paying high dividends.
Mature companies with stable profits focus on rewarding shareholders.
Example:
Amazon reinvests heavily in logistics and AI rather than paying high dividends.
Coca-Cola pays consistent dividends as its industry growth is slower.
Key Takeaway: Companies balance growth investment and shareholder returns.
3.3 Shareholder Expectations & Market Perception
� Why It Matters?
Investors expect dividends, especially in blue-chip and income-focused stocks.
Sudden dividend cuts can signal financial trouble, affecting share prices.
Example:



Unilever maintains stable dividends to attract income-focused investors.
Tesla does not pay dividends, focusing on long-term growth and innovation.
Key Takeaway: Dividend policies affect investor confidence and stock valuation.
4. Summary: Key Factors Influencing Financial Decisions

Key Takeaway: Companies balance financing, investment, and dividend decisions based on profitability, risk assessment, and
market conditions.
5. Conclusion
Private sector companies make strategic financial decisions by evaluating:
� Financing Needs: Debt vs. equity, cost of borrowing, and risk management.
� Investment Priorities: Expected ROI, business growth, and market opportunities.
� Dividend Strategy: Balancing shareholder returns and reinvestment for growth.
Understanding these factors helps businesses maximize financial performance, shareholder value, and long-term sustainability.

NEW QUESTION # 21 
SIMULATION
XYZ is a high fashion clothing designer and wishes to complete a benchmarking exercise. Discuss priority dimensions to be
measured in the benchmarking exercise and propose a strategy for completing the exercise

Answer:

Explanation:
Benchmarking Exercise for XYZ - A High Fashion Clothing Designer
Introduction
Benchmarking is a strategic performance measurement tool that helps businesses compare their processes, products, and strategies
with industry leaders to identify areas for improvement.
As a high fashion clothing designer, XYZ must focus on key priority dimensions such as product quality, supply chain efficiency,
sustainability, brand positioning, and customer engagement. A structured benchmarking strategy ensures that XYZ can achieve
competitive advantage, optimize operations, and align with industry best practices.
1. Priority Dimensions to be Measured in Benchmarking
XYZ should focus on the following five key benchmarking dimensions to enhance its competitiveness in the luxury fashion market:
1. Product Quality and Design Innovation
� Why it's important?
High fashion brands compete on premium materials, craftsmanship, and exclusivity.
Quality affects brand reputation, pricing strategy, and customer loyalty.
Example: XYZ can benchmark against Gucci or Chanel by comparing fabric sourcing, production techniques, and unique design
elements.
2. Supply Chain Efficiency and Lead Times
� Why it's important?
Speed-to-market is critical in high fashion, especially for seasonal collections.
Efficient supply chains reduce costs and enhance inventory management.
Example: Zara benchmarks against luxury brands to optimize supply chains while maintaining affordability.
Key Metrics to Benchmark:
Supplier lead times (raw materials to finished goods).
Production cycle time (design to retail store).
Logistics and distribution efficiency.
3. Brand Positioning and Market Perception
� Why it's important?
A high fashion brand's success depends on prestige, exclusivity, and perceived value.



Benchmarking against top competitors helps XYZ maintain a premium brand image.
Example: XYZ can compare its marketing strategies, social media presence, and celebrity endorsements with Louis Vuitton or Dior.
Key Metrics to Benchmark:
Brand awareness and perception (customer surveys).
Pricing strategy compared to competitors.
Effectiveness of marketing campaigns and influencer collaborations.
4. Sustainability and Ethical Sourcing
� Why it's important?
Consumers expect eco-friendly, ethically produced fashion.
Sustainable brands gain a competitive edge and attract Gen Z and millennial buyers.
Example: Stella McCartney's ethical fashion model is a benchmark for sustainable materials and responsible sourcing.
Key Metrics to Benchmark:
Use of sustainable materials (organic, recycled fabrics).
Ethical supplier compliance with fair labor practices.
Carbon footprint reduction in production and logistics.
5. Customer Engagement and Experience
� Why it's important?
Luxury brands thrive on personalized customer experiences and loyalty programs.
Omnichannel retail (physical stores + digital platforms) enhances sales and retention.
Example: Burberry's digital transformation provides a seamless luxury online shopping experience.
Key Metrics to Benchmark:
Online vs. in-store customer engagement levels.
AI-driven personalization in e-commerce.
Customer service responsiveness and return policies.
2. Proposed Strategy for Completing the Benchmarking Exercise
To complete the benchmarking process successfully, XYZ should follow a structured benchmarking approach using the 5-step
process:
Step 1: Identify Benchmarking Objectives
Define what XYZ wants to achieve (e.g., reducing lead times, improving sustainability).
Select benchmarking partners (competitors, industry leaders, cross-industry comparisons).
Step 2: Data Collection & Research
Use primary and secondary research to gather data:
Primary Research: Surveys, interviews, supplier audits.
Secondary Research: Competitor reports, industry data, fashion indexes.
Example: Studying annual sustainability reports from high fashion brands to benchmark against sustainability best practices.
Step 3: Analyze Performance Gaps
Compare XYZ's current performance metrics with industry benchmarks.
Identify gaps and improvement opportunities (e.g., faster supply chain, better brand marketing).
Example Analysis:
XYZ's supply chain lead time = 60 days vs. benchmark brand = 30 days → Strategy needed for optimization.
Step 4: Develop and Implement Improvement Strategies
Set SMART objectives (Specific, Measurable, Achievable, Relevant, Time-bound).
Adjust supply chain processes, brand positioning, marketing strategies, and customer experience initiatives.
Example Action Plan:
Supply Chain: Partner with local European suppliers to reduce lead times.
Sustainability: Introduce organic cotton & cruelty-free leather in the next collection.
Step 5: Continuous Monitoring and Review
Regularly review benchmarking outcomes.
Adjust strategies to remain competitive in the evolving high fashion market.
Example: Chanel adapts marketing campaigns every season to maintain exclusivity and desirability.
Conclusion
Benchmarking allows XYZ to measure product quality, supply chain efficiency, brand positioning, sustainability, and customer
engagement against high fashion industry leaders. A structured 5-step benchmarking process ensures that XYZ continuously
improves its strategic performance and maintains a competitive edge.

NEW QUESTION # 22 
SIMULATION
Explain how culture and historic influences can impact upon a business's strategic decisions and positioning within the marketplace



Answer:

Explanation:
How Culture and Historic Influences Impact Strategic Decisions and Market Positioning A business's strategic decisions and
positioning within the marketplace are shaped by both organizational culture and historical influences. These factors affect how a
company develops strategy, interacts with customers, manages employees, and competes globally.
1. The Role of Organizational Culture in Strategic Decisions
Organizational culture is the shared values, beliefs, and behaviors within a company. It influences decision-making, innovation, and
competitive advantage.
How Culture Affects Strategy
� Risk Appetite - A culture that embraces innovation (e.g., Google) will invest in R&D, while risk-averse cultures (e.g., traditional
banks) focus on stability.
� Decision-Making Speed - Hierarchical cultures (e.g., Japanese firms) rely on consensus, while Western firms (e.g., Apple) may
have centralized decision-making.
� Customer Engagement - A customer-centric culture (e.g., Amazon) leads to investment in personalization and AI-driven
recommendations.
Example:
Toyota's Kaizen Culture (Continuous Improvement) has shaped its lean manufacturing strategy, giving it a competitive advantage in
cost efficiency.
2. How Historic Influences Shape Business Strategy
Historical events, past business performance, economic trends, and industry evolution shape how businesses position themselves in
the marketplace.
How History Affects Strategy
� Legacy of Innovation or Conservatism - Companies with a history of innovation (e.g., IBM, Tesla) continuously push boundaries,
while firms with traditional roots (e.g., British banks) focus on risk management.
� Economic Crises and Financial Stability - Businesses that survived financial crises (e.g., 2008 recession) tend to develop risk-
averse financial strategies.
� Market Reputation and Consumer Perception - A strong historical reputation can be leveraged for branding (e.g., Rolls-Royce's
luxury image).
Example:
Lego nearly went bankrupt in the early 2000s, leading it to redefine its strategy, focus on digital gaming partnerships, and revive its
brand.
3. The Influence of National and Corporate Culture on Global Positioning When expanding globally, businesses must align their
strategies with different cultural expectations.
How Culture Affects Global Market Entry
� Consumer Preferences - Fast food chains adapt menus for local cultures (e.g., McDonald's in India offers vegetarian options).
� Negotiation & Communication Styles - Business negotiations in China emphasize relationships ("Guanxi"), while Western firms
prioritize efficiency.
� Leadership and Management Approaches - German firms emphasize engineering precision, while Silicon Valley firms prioritize
agility and experimentation.
Example:
IKEA modifies store layouts in different countries-small apartments in Japan vs. large home spaces in the U.S.
4. Strategic Positioning Based on Cultural & Historic Factors
A company's historical and cultural influences define its positioning strategy:

Conclusion
A business's strategic decisions and market positioning are deeply influenced by organizational culture, national culture, and historical
performance. Companies that leverage their cultural strengths and adapt to market history can achieve long-term competitive



advantage.

NEW QUESTION # 23 
SIMULATION
Discuss how the following can impact upon supply chain operations and business strategy:
1) Discrimination, equality and diversity
2) Redundancy and dismissal
3) Working time and payment

Answer:

Explanation:
Impact of Employment Policies on Supply Chain Operations and Business Strategy Introduction Employment policies such as
discrimination, equality and diversity, redundancy and dismissal, and working time and payment have a significant impact on supply
chain operations and business strategy. These factors influence employee productivity, legal compliance, reputation, and operational
efficiency.
For businesses operating in global supply chains, ensuring compliance with employment laws and ethical workforce practices is
crucial to maintaining sustainability, cost efficiency, and risk management.
1. Impact of Discrimination, Equality, and Diversity on Supply Chain Operations and Business Strategy Discrimination laws and
diversity and inclusion (D&I) policies ensure fair treatment in the workplace.
� Impact on Supply Chain Operations
Companies must prevent workplace discrimination across hiring, promotions, and supplier engagement.
Non-compliance with equality laws can lead to legal penalties, reputational damage, and operational disruptions.
Supply chain leaders must promote diverse supplier partnerships and inclusive hiring practices.
Example: Many multinational corporations, such as Unilever and IBM, have supplier diversity programs that prioritize working with
minority-owned and women-owned businesses.
� Impact on Business Strategy
Encourages innovation and diverse perspectives in problem-solving.
Enhances brand reputation and customer loyalty through ethical business practices.
Helps businesses attract top global talent by fostering an inclusive workplace.
Strategic Action: Businesses should implement anti-discrimination training and diversity recruitment strategies to create a fair and
inclusive work environment.
2. Impact of Redundancy and Dismissal on Supply Chain Operations and Business Strategy Redundancy and dismissal policies
regulate how companies terminate employment due to economic downturns, automation, or restructuring.
� Impact on Supply Chain Operations
Workforce reductions can disrupt production schedules and supplier relationships.
Companies must ensure fair redundancy policies to prevent legal claims or industrial action.
Automation may lead to worker displacement, requiring retraining programs.
Example: Ford's decision to restructure operations in the UK resulted in job losses, requiring compliance with UK redundancy laws
and union negotiations.
� Impact on Business Strategy
Must balance cost-cutting measures with employee morale and brand reputation.
Need to comply with national and international labor laws to avoid legal action.
Investing in employee retraining and redeployment can reduce negative effects of redundancy.
Strategic Action: Businesses should establish clear redundancy frameworks, provide severance packages, and offer outplacement
support for affected employees.
3. Impact of Working Time and Payment on Supply Chain Operations and Business Strategy Working time regulations and fair
wage policies impact labor costs, productivity, and compliance.
� Impact on Supply Chain Operations
Ensuring compliance with working time laws (e.g., UK Working Time Regulations 1998) prevents overworking employees.
Failure to meet minimum wage and overtime regulations can lead to legal disputes.
Supply chains must ensure fair pay for workers in offshore factories to meet ethical sourcing standards.
Example: The UK National Minimum Wage Act ensures fair wages, while the Modern Slavery Act (2015) prevents exploitation in
global supply chains.
� Impact on Business Strategy
Fair wages enhance employee motivation and reduce turnover.
Complying with wage and hour laws prevents reputational risks and fines.
Ethical pay practices attract conscious consumers and investors.
Strategic Action: Businesses should conduct regular wage audits and ensure global supplier compliance with fair labor laws.
Conclusion



Employment policies related to discrimination, redundancy, and working time/pay significantly impact supply chain operations and
business strategy. Companies must ensure:
� Diversity and equality policies to foster innovation and enhance reputation.
� Ethical redundancy and dismissal processes to maintain legal compliance.
� Fair wages and working hours to improve productivity and worker well-being.
By aligning HR policies with supply chain strategy, businesses can enhance efficiency, reduce risks, and build a sustainable
competitive advantage.

NEW QUESTION # 24 
SIMULATION
Evaluate the following types of business structures: simple, functional, multi-divisional and matrix, explaining the advantages and
disadvantages of each.

Answer:

Explanation:
Evaluation of Business Structures: Simple, Functional, Multi-Divisional, and Matrix Introduction A company's business structure
defines how it organizes its people, processes, and decision-making hierarchy. The right structure helps an organization operate
efficiently, communicate effectively, and achieve strategic goals.
This answer evaluates four common business structures:
Simple Structure - Small, centralized decision-making.
Functional Structure - Organized by business functions (e.g., marketing, finance).
Multi-Divisional Structure - Separate divisions with decentralized decision-making.
Matrix Structure - A hybrid of functional and project-based management.
Each structure has advantages and disadvantages that impact efficiency, flexibility, and strategic execution.
1. Simple Structure(Small, Centralized Organization)
Explanation:
A simple structure is typically used by small businesses or startups with few employees and direct leadership by the owner or CEO.
� Key Characteristics:
Centralized decision-making.
Minimal bureaucracy and hierarchy.
Quick adaptability to changes.
Example: A local retail store or family-owned restaurant where the owner makes all key decisions.
Advantages of a Simple Structure
✔ Fast decision-making - No complex approval processes.
✔ Flexible and adaptable - Can quickly respond to market changes.
✔ Low operational costs - Minimal administrative expenses.
Disadvantages of a Simple Structure
� Lack of scalability - Difficult to manage growth.
� Over-reliance on leadership - If the owner is absent, decision-making stalls.
� Limited specialization - Employees often perform multiple roles, reducing efficiency.
Best for: Small businesses, early-stage startups, and family-run companies.
2. Functional Structure(Organized by Department Functions)
Explanation:
A functional structure groups employees based on business functions (e.g., HR, finance, marketing, operations).
� Key Characteristics:
Specialization within departments.
Clear lines of authority.
Efficient division of work.
Example: A manufacturing company with dedicated teams for production, sales, HR, and R&D.
Advantages of a Functional Structure
✔ Encourages specialization - Employees develop expertise.
✔ Efficient resource allocation - Reduces duplication of roles.
✔ Clear chain of command - Reduces confusion in reporting lines.
Disadvantages of a Functional Structure
� Silos between departments - Poor cross-functional communication.
� Slow decision-making - Requires coordination across departments.
� Limited flexibility - Harder to respond quickly to market shifts.
Best for: Medium to large firms in stable industries (e.g., banks, insurance companies, government agencies).



3. Multi-Divisional Structure (M-Form)(Organized by Business Units or Divisions) Explanation:
A multi-divisional structure consists of separate business units (divisions), each operating independently under a corporate
headquarters.
� Key Characteristics:
Decentralized decision-making at the divisional level.
Each division focuses on a specific product, market, or region.
Corporate HQ oversees strategic direction.
Example: Unilever operates multiple divisions for food, beauty, and household products, each with its own leadership team.
Advantages of a Multi-Divisional Structure
✔ Faster decision-making - Divisions operate autonomously.
✔ Better market responsiveness - Each unit focuses on its unique customers.
✔ Risk diversification - If one division underperforms, others can offset losses.
Disadvantages of a Multi-Divisional Structure
� Higher operational costs - Each division requires management and resources.
� Duplication of functions - HR, marketing, and finance teams may exist in multiple divisions.
� Potential competition between divisions - Internal rivalry may slow down collaboration.
Best for: Large corporations with diverse product lines or global operations (e.g., Toyota, Amazon, PepsiCo).
4. Matrix Structure(Dual Reporting: Functional & Project-Based Teams)
Explanation:
A matrix structure combines functional and project-based management, where employees report to both functional managers and
project leaders.
� Key Characteristics:
Employees work on cross-functional teams while still belonging to their department.
Encourages collaboration between different business functions.
Enhances project efficiency and resource sharing.
Example: NASA and consulting firms (e.g., Deloitte, PwC) use matrix structures where engineers or consultants work on multiple
projects while reporting to department heads.
Advantages of a Matrix Structure
✔ Encourages collaboration and knowledge sharing.
✔ Flexible and adaptable to projects.
✔ Better use of company resources - Employees work across different teams.
Disadvantages of a Matrix Structure
� Complex reporting relationships - Employees may receive conflicting instructions.
� Higher administrative costs - Requires extensive coordination.
� Slower decision-making - More meetings and discussions needed to align multiple teams.
Best for: Project-based companies, tech firms, multinational corporations (e.g., Google, IBM, Boeing).
5. Comparison of Business Structures

Key Takeaway: The choice of business structure depends on company size, industry, and strategic objectives.



Conclusion
Each business structure offers unique benefits and challenges:
� Simple Structure - Best for small, agile businesses but lacks scalability.
� Functional Structure - Encourages efficiency and specialization but creates departmental silos.
� Multi-Divisional Structure - Ideal for large firms with diverse product lines but can be costly.
� Matrix Structure - Encourages collaboration and flexibility but is complex to manage.
Organizations must select a business structure that aligns with their strategic goals, operational needs, and industry requirements.
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