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CIPS L5M4 Exam Syllabus Topics:

Topic Details

Topic 1

Understand and apply tools and techniques to measure and develop contract performance in procurement
and supply: This section of the exam measures the skills of procurement and supply chain managers and
covers how to apply tools and key performance indicators (KPIs) to monitor and improve contract
performance. It emphasizes the evaluation of metrics like cost, quality, delivery, safety, and ESG elements
in supplier relationships. Candidates will explore data sources and analysis methods to improve
performance, including innovations, time-to-market measures, and ROI.
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Topic 2

Understand and apply the concept of strategic sourcing: This section of the exam measures the skills of
procurement and supply chain managers and covers the strategic considerations behind sourcing decisions.
It includes an assessment of market factors such as industry dynamics, pricing, supplier financials, and ESG
concerns. The section explores sourcing options and trade-offs, such as contract types, competition, and
supply chain visibility.

Topic 3

Analyse and apply financial and performance measures that can affect the supply chain: This section of the
exam measures the skills of procurement and supply chain managers and covers financial and non-financial
metrics used to evaluate supply chain performance. It addresses performance calculations related to cost,
time, and customer satisfaction, as well as financial efficiency indicators such as ROCE, IRR, and NPV.
The section evaluates how stakeholder feedback influences performance and how feedback mechanisms
can shape continuous improvement.

Topic 4

Understand and apply financial techniques that affect supply chains: This section of the exam measures the
skills of procurement and supply chain managers and covers financial concepts that impact supply chains. It
explores the role of financial management in areas like working capital, project funding, WACC, and
investment financing. The section also examines how currency fluctuations affect procurement, including the
use of foreign exchange tools like forward contracts and derivative instruments.
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Our company is a professional certification exam materials provider, we have occupied in this field for over ten years, and we have
rich experiences in offering exam materials. L5M4 exam materials are edited by professional experts, and they possess the skilled
knowledge for the exam, therefore the quality can be guaranteed. In addition, we are pass guarantee and money guarantee for
L5M4 Exam Materials, if you fail to pass the exam, we will give you refund. We provide you with free update for 365 days for you
after purchasing, and the update version for L5M4 training materials will be sent to your email automatically.

CIPS Advanced Contract & Financial Management Sample Questions (Q23-
Q28):
NEW QUESTION # 23 
Describe 5 parts of the analysis model, first put forward by Porter, in which an organisation can assess the competitive marketplace
(25 marks)

Answer:

Explanation:
See the answer in Explanation below:
Explanation:
The analysis model referred to in the question is Porter's Five Forces, a framework developed by Michael Porter to assess the
competitive environment of an industry and understand the forces that influence an organization's ability to compete effectively. In the
context of the CIPS L5M4 Advanced Contract and Financial Management study guide, Porter's Five Forces is a strategic tool used
to analyze the marketplace to inform procurement decisions, supplier selection, and contract strategies, ensuring financial and
operational efficiency. Below are the five parts of the model, explained in detail:
* Threat of New Entrants:
* Description: This force examines how easy or difficult it is for new competitors to enter the market. Barriers to entry (e.g., high
capital requirements, brand loyalty, regulatory restrictions) determine the threat level.
* Impact: High barriers protect existing players, while low barriers increase competition, potentially driving down prices and margins.
* Example: In the pharmaceutical industry, high R&D costs and strict regulations deter new entrants, reducing the threat.
* Bargaining Power of Suppliers:
* Description: This force assesses the influence suppliers have over the industry, based on their number, uniqueness of offerings, and
switching costs for buyers.
* Impact: Powerful suppliers can increase prices or reduce quality, squeezing buyer profitability.
* Example: In the automotive industry, a limited number of specialized steel suppliers may have high bargaining power, impacting car
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manufacturers' costs.
* Bargaining Power of Buyers:
* Description: This force evaluates the influence buyers (customers) have on the industry, determined by their number, purchase
volume, and ability to switch to alternatives.
* Impact: Strong buyer power can force price reductions or demand higher quality, reducing profitability.
* Example: In retail, large buyers like supermarkets can negotiate lower prices from suppliers due to their high purchase volumes.
* Threat of Substitute Products or Services:
* Description: This force analyzes the likelihood of customers switching to alternative products or services that meet the same need,
based on price, performance, or availability.
* Impact: A high threat of substitutes limits pricing power and profitability.
* Example: In the beverage industry, the rise of plant-based milk (e.g., almond milk) poses a substitute threat to traditional dairy
milk.
* Competitive Rivalry within the Industry:
* Description: This force examines the intensity of competition among existing firms, influenced by the number of competitors, market
growth, and product differentiation.
* Impact: High rivalry leads to price wars, increased marketing costs, or innovation pressures, reducing profitability.
* Example: In the smartphone industry, intense rivalry between Apple and Samsung drives innovation but also squeezes margins
through competitive pricing.
Exact Extract Explanation:
The CIPS L5M4 Advanced Contract and Financial Management study guide explicitly references Porter's Five Forces as a tool for
"analyzing the competitive environment" to inform procurement and contract strategies. It is presented in the context of market
analysis, helping organizations understand external pressures that impact supplier relationships, pricing, and financial outcomes. The
guide emphasizes its relevance in strategic sourcing (as in Question 11) and risk management, ensuring buyers can negotiate better
contracts and achieve value for money.
* Detailed Explanation of Each Force:
* Threat of New Entrants:
* The guide notes that "barriers to entry influence market dynamics." For procurement, a low threat (e.g., due to high entry costs)
means fewer suppliers, potentially increasing supplier power and costs. A buyer might use this insight to secure long-term contracts
with existing suppliers to lock in favorable terms.
* Bargaining Power of Suppliers:
* Chapter 2 highlights that "supplier power affects cost structures." In L5M4, this is critical for financial management-high supplier
power (e.g., few suppliers of a rare material) can inflate costs, requiring buyers to diversify their supply base or negotiate harder.
* Bargaining Power of Buyers:
* The guide explains that "buyer power impacts pricing and margins." For a manufacturer like XYZ Ltd (Question 7), strong buyer
power from large clients might force them to source cheaper raw materials, affecting supplier selection.
* Threat of Substitute Products or Services:
* L5M4's risk management section notes that "substitutes can disrupt supply chains." A high threat (e.g., synthetic alternatives to
natural materials) might push a buyer to collaborate with suppliers on innovation to stay competitive.
* Competitive Rivalry within the Industry:
* The guide states that "rivalry drives market behavior." High competition might lead to price wars, prompting buyers to seek cost
efficiencies through strategic sourcing or supplier development (Questions 3 and 11).
* Application in Contract Management:
* Porter's Five Forces helps buyers assess the marketplace before entering contracts. For example, if supplier power is high (few
suppliers), a buyer might negotiate longer-term contracts to secure supply. If rivalry is intense, they might prioritize suppliers offering
innovation to differentiate their products.
* Financially, understanding these forces ensures cost control-e.g., mitigatingsupplier power reduces cost inflation, aligning with
L5M4's focus on value for money.
* Practical Example for XYZ Ltd (Question 7):
* Threat of New Entrants: Low, due to high setup costs for raw material production, giving XYZ Ltd fewer supplier options.
* Supplier Power: High, if raw materials are scarce, requiring XYZ Ltd to build strong supplier relationships.
* Buyer Power: Moderate, as XYZ Ltd's clients may have alternatives, pushing for competitive pricing.
* Substitutes: Low, if raw materials are specialized, but XYZ Ltd should monitor emerging alternatives.
* Rivalry: High, in manufacturing, so XYZ Ltd must source efficiently to maintain margins.
* This analysis informs XYZ Ltd's supplier selection and contract terms, ensuring financial and operational resilience.
* Broader Implications:
* The guide advises using Porter's Five Forces alongside other tools (e.g., SWOT analysis) for a comprehensive market view. It
also stresses that these forces are dynamic-e.g., new regulations might lower entry barriers, increasing competition over time.
* In financial management, the model helps buyers anticipate cost pressures (e.g., from supplier power) and negotiate contracts that
mitigate risks, ensuring long-term profitability.



NEW QUESTION # 24 
XYZ Ltd is a retail organization that is conducting a competitive benchmarking project. What are the advantages and disadvantages
of this? (25 points)

Answer:

Explanation:
See the answer in Explanation below:
Explanation:
Competitive benchmarking involves XYZ Ltd comparing its performance with a rival retailer. Below are the advantages and
disadvantages, explained step-by-step:
* Advantages
* Identifies Competitive Gaps
* Step 1: ComparisonXYZ assesses metrics like pricing, delivery speed, or customer service against a competitor.
* Step 2: OutcomeHighlights areas where XYZ lags (e.g., slower delivery), driving targeted improvements.
* Benefit:Enhances market positioning.
* Drives Performance Improvement
* Step 1: LearningAdopting best practices from competitors (e.g., efficient inventory management).
* Step 2: OutcomeBoosts operational efficiency and customer satisfaction.
* Benefit:Strengthens competitiveness in retail.
* Market Insight
* Step 1: AnalysisProvides data on industry standards and trends.
* Step 2: OutcomeInforms strategic decisions (e.g., pricing adjustments).
* Benefit:Keeps XYZ aligned with market expectations.
* Disadvantages
* Data Access Challenges
* Step 1: LimitationCompetitors may not share detailed performance data.
* Step 2: OutcomeRelies on estimates or public info, reducing accuracy.
* Drawback:Limits depth of comparison.
* Risk of Imitation Over Innovation
* Step 1: FocusCopying rivals may overshadow unique strategies.
* Step 2: OutcomeXYZ might lose differentiation (e.g., unique branding).
* Drawback:Stifles originality.
* Resource Intensive
* Step 1: EffortRequires time, staff, and costs to gather and analyze data.
* Step 2: OutcomeDiverts resources from other priorities.
* Drawback:May strain operational capacity.
Exact Extract Explanation:
The CIPS L5M4 Study Guide discusses competitive benchmarking:
* Advantages:"It identifies gaps, improves performance, and provides market insights" (CIPS L5M4 Study Guide, Chapter 2,
Section 2.6).
* Disadvantages:"Challenges include limited data access, potential over-reliance on imitation, and high resource demands" (CIPS
L5M4 Study Guide, Chapter 2, Section 2.6).This is key for retail procurement and financial strategy. References: CIPS L5M4
StudyGuide, Chapter 2: Supply Chain Performance Management.===========

NEW QUESTION # 25 
Describe the SERVQUAL model that can be used to assess quality in the service industry (15 points). What are the advantages of
using the model? (10 points)

Answer:

Explanation:
See the answer in Explanation below:
Explanation:
* Part 1: Description of the SERVQUAL Model (15 points)
* Step 1: Define the ModelSERVQUAL is a framework to measure service quality by comparing customerexpectations with their
perceptions of actual service received.
* Step 2: Key ComponentsIt uses five dimensions to assess quality:
* Tangibles:Physical aspects (e.g., facilities, equipment, staff appearance).
* Reliability:Delivering promised services dependably and accurately.



* Responsiveness:Willingness to help customers and provide prompt service.
* Assurance:Knowledge and courtesy of staff, inspiring trust.
* Empathy:Caring, individualized attention to customers.
* Step 3: ApplicationCustomers rate expectations and perceptions on a scale (e.g., 1-7), and gaps between the two highlight areas
for improvement.
* Outcome:Identifies service quality deficiencies for targeted enhancements.
* Part 2: Advantages of Using the SERVQUAL Model (10 points)
* Step 1: Customer-Centric InsightFocuses on customer perceptions, aligning services with their needs.
* Step 2: Gap IdentificationPinpoints specific weaknesses (e.g., low responsiveness), enabling precise action.
* Step 3: BenchmarkingAllows comparison over time or against competitors to track progress.
* Outcome:Enhances service delivery and competitiveness in the service industry.
Exact Extract Explanation:
* SERVQUAL Description:The CIPS L5M4 Study Guide notes, "SERVQUAL assesses service quality through five dimensions-
tangibles, reliability, responsiveness, assurance, and empathy-by measuring gaps between expectation and performance" (CIPS
L5M4 Study Guide, Chapter 2, Section 2.5).
* Advantages:It states, "The model's strengths include its focus on customer perspectives, ability to identify service gaps, and utility
as a benchmarking tool" (CIPS L5M4 Study Guide, Chapter 2, Section
2.5).This is vital for service-based procurement and contract management. References: CIPS L5M4 Study Guide, Chapter 2:
Supply Chain Performance Management.

NEW QUESTION # 26 
Organizational strategies can be formed at three different levels within a business. Outline these three levels and explain the benefits
of strategy alignment within an organization (25 points)

Answer:

Explanation:
See the answer in Explanation below:
Explanation:
* Part 1: Outline of the Three Levels of StrategyOrganizational strategies are developed at three distinct levels, each with a specific
focus:
* Corporate Level Strategy
* Step 1: Define the LevelFocuses on the overall direction and scope of the organization (e.
g., what businesses to operate in).
* Step 2: ExamplesDecisions like diversification, mergers, or market expansion.
* Outcome:Sets the long-term vision and portfolio of the business.
* Business Level Strategy
* Step 1: Define the LevelConcentrates on how to compete in specific markets or industries (e.g., cost leadership, differentiation).
* Step 2: ExamplesPricing strategies or product innovation to gain market share.
* Outcome:Defines competitive positioning within a business unit.
* Functional Level Strategy
* Step 1: Define the LevelFocuses on operational execution within departments (e.g., procurement, HR, marketing).
* Step 2: ExamplesOptimizing supply chain processes or improving staff training.
* Outcome:Supports higher-level goals through tactical actions.
* Part 2: Benefits of Strategy Alignment
* Step 1: Unified DirectionEnsures all levels work toward common goals, reducing conflicts (e.g., procurement aligns with corporate
growth plans).
* Step 2: Resource EfficiencyAllocates resources effectively by prioritizing aligned objectives over siloed efforts.
* Step 3: Enhanced PerformanceImproves outcomes as coordinated strategies amplify impact (e.
g., cost savings at functional level support business competitiveness).
* Outcome:Creates a cohesive, high-performing organization.
Exact Extract Explanation:
The CIPS L5M4 Study Guide addresses strategic levels and alignment:
* Three Levels:"Corporate strategy defines the organization's scope, business strategy focuses on competition, and functional
strategy supports through operational excellence" (CIPS L5M4 Study Guide, Chapter 1, Section 1.5).
* Alignment Benefits:"Strategy alignment ensures consistency, optimizes resource use, and enhances overall performance" (CIPS
L5M4 Study Guide, Chapter 1, Section 1.6).This is critical for procurement to align with organizational objectives. References:
CIPS L5M4 Study Guide, Chapter 1:
Organizational Objectives and Financial Management.



NEW QUESTION # 27 
What is meant by the term benchmarking? (10 points) Describe two forms of benchmarking (15 points)

Answer:

Explanation:
See the answer in Explanation below:
Explanation:
* Part 1: Meaning of Benchmarking (10 points)
* Step 1: Define the TermBenchmarking is the process of comparing an organization's processes, performance, or practices against
a standard or best-in-class example to identify improvementopportunities.
* Step 2: PurposeAims to enhance efficiency, quality, or competitiveness by learning from others.
* Step 3: ApplicationInvolves measuring metrics (e.g., cost per unit, delivery time) against peers or industry leaders.
* Outcome:Drives continuous improvement through comparison.
* Part 2: Two Forms of Benchmarking (15 points)
* Internal Benchmarking
* Step 1: Define the FormCompares performance between different units, teams, or processes within the same organization.
* Step 2: ExampleABC Ltd compares delivery times between its UK and US warehouses to share best practices.
* Step 3: BenefitsEasy access to data, fosters internal collaboration, and leverages existing resources.
* Outcome:Improves consistency and efficiency internally.
* Competitive Benchmarking
* Step 1: Define the FormCompares performance directly with a competitor in the same industry.
* Step 2: ExampleABC Ltd assesses its production costs against a rival manufacturer to identify cost-saving opportunities.
* Step 3: BenefitsHighlights competitive gaps and drives market positioning improvements.
* Outcome:Enhances external competitiveness.
Exact Extract Explanation:
* Definition:The CIPS L5M4 Study Guide states, "Benchmarking involves comparing organizational performance against a reference
point to identify areas for enhancement" (CIPS L5M4 Study Guide, Chapter 2, Section 2.6).
* Forms:It notes, "Internal benchmarking uses internal data for improvement, while competitive benchmarking focuses on rivals to
gain a market edge" (CIPS L5M4 Study Guide, Chapter 2, Section
2.6). Both are vital for supply chain and financial optimization. References: CIPS L5M4 Study Guide, Chapter 2: Supply Chain
Performance Management.
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