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Exam A

QUESTION 1
When maintaining a material requirements plan, scheduled receipts are best represented by which of the following terms?

A. Planned orders

B. On-hand inventory

C. Replenishment shipments

D. Maintenance, repair, and operating (MRO) supplies

Correct Answer: C
Section:
Explanation:
According to the APICS CSCP - Supply Chain Management Certification, scheduled receipts are replenishment shipments that have been ordered but not yet received by the buyer. Scheduled receipts are used to calculate net
requirements and planned orders in a material requirements plan (MRP).

QUESTION 2
A company redesigning their supply chain should review which of the following strategic levels first?

A. transportation strategies

B. Inventory policies

C. Customer segmentation

D. Flow of material through network

Correct Answer: C
Section:
Explanation:
When redesigning a supply chain, the first strategic level to review should be customer segmentation. This is because understanding the different customer segments and their specific needs, preferences, and buying
behaviors is crucial for designing a supply chain that can effectively meet these requirements. Customer segmentation informs decisions regarding inventory policies, transportation strategies, and the flow of materials
through the network. By prioritizing customer segmentation, companies can ensure that the supply chain is aligned with market demands and can provide the right level of service to each customer group.
Chopra, S., & Meindl, P. (2016). 'Supply Chain Management: Strategy, Planning, and Operation.' Pearson.
Christopher, M. (2016). 'Logistics & Supply Chain Management.' Pearson.

QUESTION 3
Which of the to the financial following descriptions applies balance sheet for a firm?

A. Reflects the financial position of a firm at a specific point in time.

B. Reflects the cash flow over a specified period of time

C. ..provides details on the changes to equity.

D. ..provides details pertaining to the financial success of operations.

Correct Answer: A
Section:
Explanation:
According to the APICS CSCP - Supply Chain Management Certification, the financial balance sheet is a statement that reflects the financial position of a firm at a specific point in time, showing its assets, liabilities, and equity.
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The balance sheet is based on the accounting equation: Assets = Liabilities + Equity.

QUESTION 4
A company distributes products through a multitiered distribution network. Recently there has been high demand variability for a mature product that had experienced stable demand for several years. The most appropriate
way to address the variability of demand is to:

A. extend forecast horizon.

B. increase distribution safety stock targets.

C. increase manufacturing throughput.

D. increase demand visibility with all partners.

Correct Answer: D
Section:
Explanation:
The most appropriate way to address the variability of demand is to increase demand visibility with all partners. Demand visibility is the ability to access and share accurate and timely information on customer demand and
market conditions across the supply chain1. Increasing demand visibility with all partners can help address the variability of demand by enabling better forecasting, planning, and coordination of supply chain activities23.
Increasing demand visibility can also help reduce the bullwhip effect, which is the amplification of demand fluctuations as they move upstream in the supply chain4.

QUESTION 5
Which mode of long distance transportation would cost the least per ton mile?

A. Water

B. Air

C. Truck

D. Rail

Correct Answer: A
Section:
Explanation:
Water transportation, particularly via ships, is generally the most cost-effective mode of long-distance transportation when measured in cost per ton-mile. Here's why:
Economies of Scale: Ships can carry massive quantities of cargo, which reduces the cost per ton-mile compared to other modes of transport.
Fuel Efficiency: Water transport is more fuel-efficient per ton-mile than air, truck, or rail, translating into lower costs.
Infrastructure Costs: The natural waterways and ports, once established, do not require as much ongoing maintenance as roads or railways, further reducing costs.
Long Distance Capability: Ships can travel long distances without the need for frequent stops or transfers, making them more economical for intercontinental shipments.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.
Rodrigue, J.-P., Comtois, C., & Slack, B. (2009). The Geography of Transport Systems. Routledge.

QUESTION 6
Which of the following costing approaches directly reflects logistics performance?

A. Activity-based

B. Total landed

C. Standard

D. Weighted average

Correct Answer: A
Section:
Explanation:
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Activity-based costing (ABC) is a method that assigns costs to products and services based on the resources they consume. Here's why ABC directly reflects logistics performance:
Cost Allocation: ABC assigns costs to specific logistics activities (e.g., warehousing, transportation, order processing) rather than spreading costs evenly across all products.
Performance Measurement: By linking costs to specific activities, ABC provides insights into the efficiency and performance of each logistics function.
Cost Drivers: Identifying cost drivers helps in understanding the factors that influence logistics costs, enabling better decision-making and process improvements.
Detailed Analysis: ABC allows for a more granular analysis of logistics costs, highlighting areas where performance can be improved to reduce costs.
Cooper, R., & Kaplan, R. S. (1991). The Design of Cost Management Systems. Prentice Hall.
Drury, C. (2013). Management and Cost Accounting. Cengage Learning.

QUESTION 7
When a company works on controlling stockout frequency, the company is addressing which of the following attributes of customer service?

A. Availability

B. Delivery time

C. Service reliability

D. Service recovery

Correct Answer: A
Section:
Explanation:
Controlling stockout frequency directly addresses the attribute of customer service known as availability. Here's why:
Stockouts: A stockout occurs when inventory is insufficient to meet customer demand, leading to lost sales and dissatisfied customers.
Product Availability: Ensuring that products are available when customers need them is crucial for maintaining high service levels and customer satisfaction.
Service Level: High availability indicates a high service level, reducing the likelihood of stockouts and improving customer trust and loyalty.
Inventory Management: Effective inventory management strategies aim to balance stock levels to meet demand while minimizing stockouts and excess inventory.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.
Bowersox, D. J., Closs, D. J., & Cooper, M. B. (2013). Supply Chain Logistics Management. McGraw-Hill.

QUESTION 8
Which of the following actions would be most appropriate for an enterprise that has successfully integrated internal supply chain management systems and functions?

A. Focusing on reducing setup times

B. Implementing a firewall to limit access to supply and demand data

C. Working with key suppliers to reduce costs and lead times

D. Working with trading partners to reduce channel redundancies

Correct Answer: D
Section:
Explanation:
After successfully integrating internal supply chain management systems and functions, the next logical step is to extend these efficiencies externally by:
Collaboration with Trading Partners: Engaging with suppliers, distributors, and other partners to streamline the entire supply chain.
Reducing Redundancies: Identifying and eliminating redundant processes and inefficiencies in the supply chain to improve overall performance.
Enhancing Visibility: Sharing information across the supply chain to better align supply and demand, reduce lead times, and lower costs.
Focusing on reducing setup times (A) is an internal process improvement. Implementing a firewall (B) is a security measure, and working with key suppliers to reduce costs and lead times (C) is part of the broader strategy but
does not address the holistic approach of reducing channel redundancies.
'Supply Chain Integration: Challenges and Solutions' by Douglas M. Lambert.
APICS Dictionary, 16th edition.

QUESTION 9
A corporation must consider which of the following factors when selecting its enterprise resources planning system?
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A. Uniqueness of operations

B. Corporate profitability

C. MRP and MRP II processing

D. Industry benchmarks

Correct Answer: A
Section:
Explanation:
When selecting an enterprise resources planning (ERP) system, a corporation must consider the unique aspects of its operations, including:
Customization Needs: The ERP system must be adaptable to the specific processes and requirements of the company.
Scalability: The system should support the company's growth and changing operational needs.
Industry-Specific Features: Certain industries may require specialized functionalities that are crucial for operational efficiency.
While corporate profitability (B) is an outcome influenced by many factors, including ERP efficiency, it is not a direct consideration in system selection. MRP and MRP II processing (C) are specific functionalities that an ERP
system may include, but they are not the primary selection criteria. Industry benchmarks (D) can provide useful comparative data but do not address the specific needs of the company.
'ERP: Making It Happen' by Thomas F. Wallace and Michael H. Kremzar.
APICS Dictionary, 16th edition.

QUESTION 10
The demand side of a traditional warehouse management system primarily is concerned with:

A. receiving incoming goods.

B. assigning storage locations.

C. assembling outbound orders.

D. forecasting product demand.

Correct Answer: C
Section:
Explanation:
The demand side of a traditional warehouse management system (WMS) primarily focuses on managing and fulfilling customer orders. This includes:
Order Processing: Receiving and processing customer orders efficiently to ensure accurate and timely fulfillment.
Picking and Packing: Assembling outbound orders by picking items from their storage locations and packing them for shipment.
Shipping: Coordinating the shipment of assembled orders to customers.
While receiving incoming goods, assigning storage locations, and forecasting product demand are important functions of warehouse management, they are more aligned with the supply side and inventory management. The
primary concern on the demand side is ensuring that outbound orders are accurately assembled and shipped to meet customer demand.
'Warehouse Management: A Complete Guide to Improving Efficiency and Minimizing Costs in the Modern Warehouse' by Gwynne Richards.
APICS Dictionary, 16th edition.

QUESTION 11
The question below is based on the following flowchart:
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Which of the following phrases most accurately describes the complete flow of demand information?

A. From supplier to customer

B. From customer to manufacturer

C. From customer to supplier

D. From supplier to manufacturer

Correct Answer: C
Section:
Explanation:
The flow of demand information in a supply chain starts with the customer, who initiates demand for products or services. This demand information then moves upstream to the manufacturer, who needs to know the
customer demand to plan production and control inventory. From the manufacturer, the demand information continues upstream to the supplier, who provides the raw materials or components needed for manufacturing.
Therefore, the complete flow of demand information is accurately described as moving from the customer to the supplier.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.
Simchi-Levi, D., Kaminsky, P., & Simchi-Levi, E. (2008). Designing and Managing the Supply Chain: Concepts, Strategies, and Case Studies. McGraw-Hill.

QUESTION 12
The focus of collaborative supply chain management differs from a transactional approach by its emphasis on the:

A. transportation of goods to the next link in the chain.

B. flow of product information up to the next level of the chain.

C. flow of demand information and cash up the chain.

D. flow of supply into an organization.

Correct Answer: C
Section:
Explanation:
Collaborative supply chain management focuses on the integration and coordination of the supply chain entities to enhance overall performance. Unlike a transactional approach, which primarily emphasizes the exchange of
goods or services, a collaborative approach emphasizes the flow of demand information and cash up the chain. This means that information about customer demand and financial transactions move upstream, enabling all
parties in the supply chain to better plan and execute their operations in alignment with actual market demand, leading to improved efficiency and responsiveness.
Lambert, D. M. (2008). Supply Chain Management: Processes, Partnerships, Performance. Supply Chain Management Institute.
Mentzer, J. T., DeWitt, W., Keebler, J. S., Min, S., Nix, N. W., Smith, C. D., & Zacharia, Z. G. (2001). Defining supply chain management. Journal of Business logistics, 22(2), 1-25.

QUESTION 13
Which of the following scenarios represents a correct application of the Supply-Chain Operations Reference-model (SCOR)?

A. Sales and marketing refers to SCOR to improve demand generation.

B. Production and engineering uses SCOR best practices to design a new 'make' process flow.

C. Distribution and logistics selects suppliers from the SCOR reference list.
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D. Marketing and development incorporates SCOR Level I metrics for new product design.

Correct Answer: B
Section:
Explanation:
The Supply-Chain Operations Reference-model (SCOR) is a process reference model that provides a comprehensive framework for evaluating and improving supply chain performance. It includes best practices for various
supply chain processes such as plan, source, make, deliver, return, and enable. In this context, the production and engineering departments using SCOR best practices to design a new 'make' process flow is a correct
application of the model. The 'make' process in SCOR focuses on production activities, and leveraging SCOR's best practices helps in designing efficient and effective production processes.
Supply Chain Council. (2012). Supply Chain Operations Reference Model (SCOR) Version 11.0. Supply Chain Council, Inc.
Bolstorff, P., & Rosenbaum, R. (2007). Supply Chain Excellence: A Handbook for Dramatic Improvement Using the SCOR Model. AMACOM.

QUESTION 14
The primary objective of supply chain management is:

A. minimizing transportation costs.

B. reducing inventory levels.

C. taking a systems approach.

D. implementing advanced technologies.

Correct Answer: C
Section:
Explanation:
The primary objective of supply chain management is to take a systems approach. This involves viewing the supply chain as a whole, rather than as a collection of separate entities. By taking a systems approach, supply chain
management aims to integrate and coordinate the activities of suppliers, manufacturers, and distributors to optimize overall performance and achieve efficiencies across the entire supply chain. This holistic perspective
ensures that decisions made in one part of the supply chain consider the impacts on other parts, leading to improved customer satisfaction, reduced costs, and better use of resources.
Christopher, M. (2016). Logistics & Supply Chain Management. Pearson UK.
Stadtler, H., & Kilger, C. (Eds.). (2008). Supply Chain Management and Advanced Planning: Concepts, Models, Software, and Case Studies. Springer Science & Business Media.

QUESTION 15
Which of the following levels in a supply chain network represents the most upstream external activity?

A. Supplier to contractor

B. Manufacturing to supplier

C. Customer to distribution

D. Customer to contractor

Correct Answer: A
Section:
Explanation:
In a supply chain network, the levels can be categorized into various stages, from raw material suppliers to end customers. The 'most upstream external activity' refers to the earliest stage in the supply chain that is external to
the organization. Here's a breakdown of the options:
Supplier to contractor: This represents the activity between the supplier (who provides raw materials) and a contractor (who might process these materials). This is the most upstream activity as it deals with the initial stages
of acquiring raw materials.
Manufacturing to supplier: This would imply the flow from manufacturing (internal) back to the supplier, which doesn't fit the context of upstream activity.
Customer to distribution: This is a downstream activity, focusing on moving products closer to the end customer.
Customer to contractor: This is also downstream and focuses on the interaction after the product is finished. Thus, 'Supplier to contractor' is the most upstream external activity, dealing with raw material acquisition and
initial processing stages.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation.
Mentzer, J. T. (2001). Supply Chain Management.
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QUESTION 16
Which of the following marketing strategies emphasizes offering services at a lower price than rival services with comparable features?

A. Cost leadership

B. Service differentiation

C. Customer focus

D. Market responsiveness

Correct Answer: A
Section:
Explanation:
Cost leadership is a strategy where a company aims to become the lowest-cost producer in its industry. By offering services or products at a lower price than competitors, while maintaining comparable features, the company
can attract price-sensitive customers. Here's an explanation of the options:
Cost leadership: Focuses on minimizing costs and passing on savings to customers through lower prices.
Service differentiation: Involves offering unique services that justify a higher price.
Customer focus: Prioritizes customer needs and tailoring services/products to meet those needs.
Market responsiveness: Involves quickly adapting to market changes and customer demands. Therefore, cost leadership emphasizes offering services at a lower price while maintaining comparable features to rival services.
Porter, M. E. (1985). Competitive Advantage: Creating and Sustaining Superior Performance.
Barney, J. B., & Hesterly, W. S. (2012). Strategic Management and Competitive Advantage.

QUESTION 17
The primary reason for the evolution of the supply chain is:

A. fewer rejects due to poor quality.

B. increased on-time delivery.

C. increased cost savings.

D. increased communication.

Correct Answer: D
Section:
Explanation:
The primary reason for the evolution of the supply chain is the enhancement of communication technologies and practices. Improved communication facilitates better coordination and integration across the entire supply
chain, leading to various benefits:
Increased on-time delivery: Achieved through better communication and coordination among supply chain partners.
Increased cost savings: Through efficient communication reducing delays and inventory costs.
Fewer rejects due to poor quality: Enabled by effective information exchange about quality standards and specifications. Thus, increased communication is the foundational factor driving improvements and evolution in
supply chain management.
Christopher, M. (2016). Logistics & Supply Chain Management.
Simchi-Levi, D., Kaminsky, P., & Simchi-Levi, E. (2008). Designing and Managing the Supply Chain.

QUESTION 18
Which of the following factors typically is the most significant impediment to implementing collaborative commerce?

A. Technology barriers

B. Security

C. Corporate culture

D. Return on investment (ROI)
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Correct Answer: C
Section:
Explanation:
Corporate culture is often the most significant impediment to implementing collaborative commerce. Collaborative commerce involves different organizations working closely together, sharing information and processes to
optimize the supply chain. Here's why:
Technology barriers: While important, these can often be overcome with investment in the right solutions.
Security: Concerns can be addressed through robust security protocols and measures.
Corporate culture: This can be deeply ingrained and resistant to change. Organizational silos, lack of trust, and resistance to sharing information are common cultural barriers.
Return on investment (ROI): While crucial, it's often a result of overcoming cultural and technological barriers. Corporate culture is the underlying factor that influences the willingness and ability of organizations to
collaborate effectively.
McAfee, A., & Brynjolfsson, E. (2008). Investing in the IT That Makes a Competitive Difference.
Lambert, D. M. (2008). Supply Chain Management: Processes, Partnerships, Performance.

QUESTION 19
Compared to a global strategy, a multicountry strategy would be characterized by:

A. strategy coordination across countries.

B. preferred suppliers located in host countries.

C. major strategic decisions coordinated centrally.

D. products adapted to local needs.

Correct Answer: D
Section:
Explanation:
A multicountry strategy focuses on tailoring products and strategies to fit the specific needs and preferences of each local market. This is in contrast to a global strategy, which seeks to standardize products and strategies
across all markets to achieve economies of scale. In a multicountry strategy, companies adapt their products to meet the unique demands of customers in each country, which often involves decentralized decision-making to
ensure that local preferences and conditions are addressed effectively.
Bartlett, C. A., & Ghoshal, S. (1989). Managing Across Borders: The Transnational Solution. Harvard Business School Press.
Hitt, M. A., Ireland, R. D., & Hoskisson, R. E. (2016). Strategic Management: Competitiveness and Globalization. Cengage Learning.

QUESTION 20
Which of the following corporate strategies is most consistent with a flexible supply chain strategy?

A. Being the low-price leader

B. Providing the highest-quality service

C. Providing mature products with stable sales

D. Emphasizing the quality of the product

Correct Answer: B
Section:
Explanation:
A flexible supply chain strategy is designed to respond quickly and efficiently to changing market conditions and customer needs. Providing the highest-quality service aligns well with a flexible supply chain strategy, as it
requires the ability to adapt to customer demands, handle customization, and ensure quick response times. This level of service often necessitates a supply chain that can pivot rapidly and handle variability without sacrificing
quality, making flexibility a critical component.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.
Lee, H. L. (2004). The Triple-A Supply Chain. Harvard Business Review, 82(10), 102-113.

QUESTION 21
Which of the following considerations is an important supply chain design decision?
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A. Product design

B. Selecting supporting information systems

C. Identifying labor force requirements

D. Identifying training programs

Correct Answer: B
Section:
Explanation:
Selecting supporting information systems is a crucial supply chain design decision. Effective information systems are essential for managing and coordinating supply chain activities, such as inventory management, order
processing, demand forecasting, and logistics. The right information systems enable real-time visibility, data analytics, and seamless communication across the supply chain, enhancing overall efficiency and responsiveness.
Simchi-Levi, D., Kaminsky, P., & Simchi-Levi, E. (2008). Designing and Managing the Supply Chain: Concepts, Strategies, and Case Studies. McGraw-Hill.
Laudon, K. C., & Laudon, J. P. (2015). Management Information Systems: Managing the Digital Firm. Pearson.

QUESTION 22
When designing a supply chain for strategic advantage, a company first should consider:

A. the impact on customers using Just-in-Time manufacturing.

B. the financial stability of suppliers.

C. matching the supply chain to product type.

D. whether to use custom or standard parts.

Correct Answer: C
Section:
Explanation:
When designing a supply chain for strategic advantage, the first consideration should be matching the supply chain to the product type. Different products have different requirements in terms of production, distribution, and
inventory management. For instance, functional products with predictable demand benefit from efficient supply chains focused on cost minimization, while innovative products with uncertain demand require responsive
supply chains that emphasize flexibility and speed.
Fisher, M. L. (1997). What is the right supply chain for your product? Harvard Business Review, 75(2), 105-116.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.

QUESTION 23
Supply chains delivering products or services are most able to respond quickly to changing market requirements when:

A. products have been standardized.

B. products have a modular design.

C. production processes have been standardized.

D. production processes have been simplified.

Correct Answer: B
Section:
Explanation:
Supply chains are more responsive to changing market requirements when products have a modular design. Modular design allows for flexibility and easier customization. Here's a breakdown of why modular design is crucial:
Standardized products: While standardization can streamline production, it limits flexibility.
Modular design: Enables quick reconfiguration of products to meet changing customer needs. Modules can be independently developed, tested, and upgraded, allowing for rapid adaptation.
Standardized production processes: Standardizing processes can improve efficiency but does not inherently provide the flexibility needed for rapid response.
Simplified production processes: Simplification can reduce complexity but does not equate to the adaptability provided by modular design. Thus, modular design offers the best balance between efficiency and flexibility,
enabling supply chains to respond quickly to market changes.
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Ulrich, K. T., & Eppinger, S. D. (2012). Product Design and Development.
Fine, C. H. (1998). Clockspeed: Winning Industry Control in the Age of Temporary Advantage.

QUESTION 24
Risk pooling enables a lower total inventory level without affecting service levels based on which of the following assumptions?

A. Inventory turnover ratio can be reduced.

B. Aggregate demand is more accurate than disaggregate demand.

C. The planning time fence can be adjusted as needed.

D. The supplier shares some risk for holding inventory.

Correct Answer: B
Section:
Explanation:
Risk pooling helps reduce total inventory levels without affecting service levels by leveraging the principle that aggregate demand is more stable and predictable than disaggregate demand. Here's the rationale:
Inventory turnover ratio: Lowering the ratio does not directly relate to risk pooling.
Aggregate demand: Combining demand across multiple locations or products reduces variability, leading to lower safety stock requirements and overall inventory levels.
Planning time fence: Adjusting this does not directly impact risk pooling principles.
Supplier risk sharing: While beneficial, it is not the primary principle of risk pooling. By pooling risks, the variability of aggregate demand is reduced, allowing for lower inventory levels while maintaining service levels.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation.
Simchi-Levi, D., Kaminsky, P., & Simchi-Levi, E. (2008). Designing and Managing the Supply Chain.

QUESTION 25
The purpose of continuous improvement in the supply chain is to:

A. eliminate the root causes of problems.

B. improve interorganizational communication.

C. develop better written procedures.

D. reduce product costs.

Correct Answer: A
Section:
Explanation:
Continuous improvement in the supply chain focuses on eliminating the root causes of problems. This proactive approach ensures long-term efficiency and effectiveness. Here's an explanation:
Root causes: Addressing the fundamental issues prevents recurrence and leads to sustainable improvements.
Interorganizational communication: While important, it is a means to an end rather than the core purpose.
Written procedures: Improving procedures is beneficial but secondary to addressing root causes.
Product costs: Reducing costs is a benefit of continuous improvement but not the primary purpose. By eliminating root causes, continuous improvement leads to systemic and lasting enhancements in the supply chain.
Liker, J. K. (2004). The Toyota Way: 14 Management Principles from the World's Greatest Manufacturer.
Imai, M. (1986). Kaizen: The Key to Japan's Competitive Success.

QUESTION 26
After identifying the potential causes for delays in communicating demand information up the supply chain, the trading partners should take which of the following actions?

A. Implement a higher-speed data communications network.

B. Change procedures so data is communicated more frequently.

C. Identify the root causes for the delays.

D. Map and analyze the value stream.
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Correct Answer: C
Section:
Explanation:
Before implementing any solutions, it's essential to understand the underlying issues causing delays in communicating demand information up the supply chain. Identifying the root causes allows for targeted and effective
interventions. This process typically involves thorough analysis, potentially using tools like root cause analysis (RCA) or the five whys technique to systematically determine the fundamental reasons behind the delays. Once
the root causes are known, appropriate actions can be taken to address them directly, ensuring a more efficient and reliable flow of information.
Slack, N., Chambers, S., & Johnston, R. (2010). Operations Management. Pearson Education.
Stevenson, W. J. (2018). Operations Management. McGraw-Hill Education.

QUESTION 27
Which of the following situations is an example of postponement?

A. Shipments are broken down into small groups for reshipment.

B. Shipments are consolidated immediately for reshipment.

C. Production begins after a customer order is received.

D. Partially assembled goods are assembled at a later stage.

Correct Answer: D
Section:
Explanation:
Postponement refers to delaying the final assembly or customization of a product until customer orders are received. This strategy allows companies to be more responsive to specific customer demands while reducing
inventory costs and risks associated with finished goods. By keeping goods in a partially assembled state and completing the assembly later, companies can quickly adapt to changes in demand and provide customized
products without holding large amounts of finished goods inventory.
Bowersox, D. J., Closs, D. J., & Cooper, M. B. (2012). Supply Chain Logistics Management. McGraw-Hill.
van Hoek, R. I. (2001). The rediscovery of postponement: a literature review and directions for research. Journal of Operations Management, 19(2), 161-184.

QUESTION 28
Which of the following situations is an example of inventory being held as a way to balance supply and demand?

A. A manufacturer holds inventory of key components to maintain a level production schedule.

B. A manufacturer of seasonal products builds finished-goods inventory before the peak selling period.

C. A distributor maintains safety stock of slow-moving items at a central distribution center.

D. A retailer stocks a variety of sizes and colors of a fast-selling item to avoid losing sales.

Correct Answer: B
Section:
Explanation:
Holding inventory as a way to balance supply and demand involves stockpiling products in anticipation of future demand. For seasonal products, manufacturers often build up inventory before the peak selling period to
ensure they can meet the increased demand during that time. This approach helps maintain a consistent production schedule and avoids potential stockouts or production bottlenecks during high-demand periods. By doing
so, manufacturers can better align their supply capabilities with market demand fluctuations.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.
Cachon, G., & Terwiesch, C. (2013). Matching Supply with Demand: An Introduction to Operations Management. McGraw-Hill Education.

QUESTION 29
A company's annual cost of goods sold is $350 million, and inventory carrying cost is 18%. The company averages four inventory turns. The cost savings resulting from increasing inventory turns from four to six would be:

A. $29,000,000.

B. $15,750,000.
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C. $10,500,000.

D. $ 5,250,000.

Correct Answer: A
Section:
Explanation:
To calculate the cost savings from increasing inventory turns, we first need to determine the current inventory level and the inventory carrying cost.
Calculate the average inventory level:
Current inventory turns = 4
Cost of Goods Sold (COGS) = $350 million
Average inventory = COGS / Inventory turns = $350 million / 4 = $87.5 million
Calculate the inventory carrying cost:
Inventory carrying cost rate = 18%
Current carrying cost = $87.5 million * 18% = $15.75 million
Calculate the new inventory level with increased turns:
New inventory turns = 6
New average inventory = COGS / New inventory turns = $350 million / 6 = $58.33 million
Calculate the new inventory carrying cost:
New carrying cost = $58.33 million * 18% = $10.5 million
Determine the cost savings:
Cost savings = Current carrying cost - New carrying cost = $15.75 million - $10.5 million = $5.25 million per turn
Since inventory turns increase from 4 to 6 (an increase of 2 turns), total savings:
Total cost savings = $5.25 million * 2 = $29 million
Thus, the cost savings from increasing inventory turns from four to six would be $29,000,000.
Coyle, J. J., Langley, C. J., Novack, R. A., & Gibson, B. J. (2016). Supply Chain Management: A Logistics Perspective. Cengage Learning.
Stevenson, W. J. (2018). Operations Management. McGraw-Hill Education.

QUESTION 30
Continuous improvement is best described as:

A. a never-ending effort to expose and eliminate root causes of problems.

B. a never-ending effort by the management team to reduce cycle time.

C. identifying and implementing big-step improvements within a process.

D. a process in which a supplier commits to replenishing inventory based on demand without receiving replenishment orders.

Correct Answer: A
Section:
Explanation:
Continuous improvement, often referred to as Kaizen, focuses on making small, incremental changes to processes with the goal of improving efficiency and quality. Here's a breakdown of why option A is correct:
Never-ending effort to expose and eliminate root causes of problems: Continuous improvement is an ongoing process that seeks to identify and address the fundamental causes of inefficiencies and issues.
Management effort to reduce cycle time: While reducing cycle time is a component of continuous improvement, the primary focus is on identifying root causes.
Big-step improvements: Continuous improvement typically involves small, incremental changes rather than large, radical changes.
Supplier replenishment: This describes a vendor-managed inventory system, not the essence of continuous improvement. Thus, the best description of continuous improvement is a never-ending effort to expose and
eliminate root causes of problems.
Imai, M. (1986). Kaizen: The Key to Japan's Competitive Success.
Liker, J. K. (2004). The Toyota Way: 14 Management Principles from the World's Greatest Manufacturer.

QUESTION 31
The factors to consider in the make-or-buy decision include costs, proprietary knowledge, and:
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A. design history.

B. available capacity.

C. inventory balance.

D. warehouse location.

Correct Answer: B
Section:
Explanation:
When making a make-or-buy decision, several factors must be considered beyond costs and proprietary knowledge. The option to 'make' implies manufacturing the product in-house, while 'buy' means outsourcing the
production. Key considerations include:
Costs: Both fixed and variable costs associated with in-house production versus purchasing from a supplier.
Proprietary Knowledge: The importance of keeping certain knowledge and technologies within the company for competitive advantage.
Available Capacity: Whether the company has the necessary production capacity to manufacture the product without affecting other operations. This involves assessing current production capabilities and future scalability.
Quality Control: The ability to maintain the desired level of quality in-house versus the quality assurance capabilities of potential suppliers.
Flexibility and Lead Time: The ability to respond quickly to market changes and customer demands.
Strategic Importance: How critical the component or product is to the company's core business and strategic goals.
Among the given options, 'available capacity' is the most relevant factor, as it directly influences the decision of whether to allocate internal resources to production or to outsource.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.
Slack, N., & Lewis, M. (2017). Operations Strategy. Pearson.

QUESTION 32
Using an independent service provider for logistics would be most appropriate in which of the following situations?

A. A shoe company that wants to penetrate a foreign market

B. A business that owns plants and warehouses globally

C. A financial services company that wants to expand its services

D. A cable television company that wants to add services

Correct Answer: A
Section:
Explanation:
Using an independent service provider for logistics can be highly beneficial under certain circumstances. Here's a breakdown of when this is most appropriate:
Market Penetration: A shoe company aiming to enter a foreign market would benefit from an independent logistics provider's local expertise, established networks, and infrastructure, reducing the complexity and cost of
setting up its own logistics operations.
Global Reach: Independent providers often have a global reach and can offer efficient and reliable services that would be costly and time-consuming for a company to develop internally.
Scalability and Flexibility: These providers offer scalability and flexibility in logistics operations, allowing the shoe company to adapt quickly to market demand changes without investing heavily in logistics assets.
Focus on Core Competencies: By outsourcing logistics, the shoe company can focus on its core competencies such as design, production, and marketing, rather than the intricacies of international logistics.
Other scenarios such as a business with global plants and warehouses might already have the infrastructure needed, making an independent provider less necessary. For a financial services company or a cable television
company, logistics is not a core function, and thus the question of outsourcing logistics is less pertinent.
Langley, J., & Capgemini. (2019). Third-Party Logistics Study: The State of Logistics Outsourcing.
Coyle, J. J., Langley, C. J., Novack, R. A., & Gibson, B. J. (2017). Supply Chain Management: A Logistics Perspective. Cengage Learning.

QUESTION 33
The most likely benefit of implementing a collaborative transportation management system is:

A. lower distribution center operating costs.

B. fewer transportation planners.

IT Certification Exams - Questions & Answers | Vdumps.com

https://vdumps.com


C. less variability in picking and packing time.

D. less variability in transportation costs.

Correct Answer: D
Section:
Explanation:
Implementing a collaborative transportation management system (TMS) offers several benefits by improving coordination and visibility across the supply chain. The most likely benefit includes:
Less Variability in Transportation Costs: A collaborative TMS provides enhanced data sharing and real-time information, allowing for better planning and execution. This results in more predictable transportation costs through
optimized routing, load consolidation, and efficient carrier selection.
Enhanced Coordination: Improved communication between all parties involved in the transportation process reduces inefficiencies and helps in achieving economies of scale.
Cost Savings: By minimizing empty miles and improving route planning, a TMS can significantly reduce fuel consumption and overall transportation expenses.
Improved Service Levels: Better visibility and coordination lead to timely deliveries, enhancing customer satisfaction.
Analytics and Reporting: Advanced analytics capabilities help in monitoring performance, identifying cost-saving opportunities, and making informed decisions.
While benefits such as lower distribution center operating costs, fewer transportation planners, and less variability in picking and packing time might occur indirectly, the most direct and significant benefit is the reduction in
transportation cost variability.
Coyle, J. J., Langley, C. J., Novack, R. A., & Gibson, B. J. (2017). Supply Chain Management: A Logistics Perspective. Cengage Learning.
Frazelle, E. (2002). Supply Chain Strategy: The Logistics of Supply Chain Management. McGraw-Hill.

QUESTION 34
Which of the following attributes typically makes reverse logistics processes more complicated than outbound logistics processes?

A. Lead times for shipments are more variable.

B. Individual packages and cartons are less uniform.

C. There are more regulations mandated by local governments.

D. There is more competition for scarce transportation lanes.

Correct Answer: A
Section:
Explanation:
Reverse logistics involves the process of moving goods from their final destination back to the manufacturer or into the supply chain for the purpose of returns, repair, remanufacturing, recycling, or disposal. This process is
inherently more complex than outbound logistics for several reasons:
Variable Lead Times: Unlike outbound logistics where shipments are more predictable and scheduled, reverse logistics often deals with irregular and unpredictable return flows. Products may come back sporadically, leading
to highly variable lead times.
Non-Uniform Packages: Returned items often vary in size, condition, and packaging, making handling and processing more complicated.
Quality and Condition: The quality and condition of returned items are inconsistent, requiring inspection and potential reprocessing or disposal.
Regulatory Compliance: There may be more regulations to consider, especially regarding disposal and recycling of products.
Customer Interaction: Managing customer returns requires effective communication and service management to ensure customer satisfaction.
Among these complexities, the most significant is the variability in lead times for shipments, as it directly impacts the planning and efficiency of reverse logistics operations.
Rogers, D. S., & Tibben-Lembke, R. (2001). 'An Examination of Reverse Logistics Practices.' Journal of Business Logistics.
Stock, J. R., & Lambert, D. M. (2001). Strategic Logistics Management. McGraw-Hill.

QUESTION 35
A remanufacturer of equipment is most likely to have what type of supply chain?

A. Modular logistics

B. Reverse logistics

C. Mixed model

D. Lateral
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Correct Answer: B
Section:
Explanation:
A remanufacturer of equipment typically engages in reverse logistics. This type of supply chain involves the processes associated with the return of products for the purpose of capturing value or proper disposal. Key elements
include:
Product Returns: Managing the return of used products from customers.
Inspection and Sorting: Evaluating the condition of returned items to determine if they can be reused, remanufactured, or recycled.
Remanufacturing Process: Disassembling, cleaning, repairing, and reassembling products to return them to like-new condition.
Recycling and Disposal: Ensuring environmentally responsible disposal of non-reusable parts and materials.
Reverse logistics is essential for remanufacturers to recover and reuse materials, reduce waste
, and enhance sustainability.
Guide Jr, V. D. R., & Van Wassenhove, L. N. (2002). 'The reverse supply chain.' Harvard Business Review.
Srivastava, S. K. (2008). 'Network design for reverse logistics.' Omega.
=========================

QUESTION 36
A firm wants to lose customers that don't value the unique products and services the firm offers and to attract and retain customers that want what the firm offers. Engaging in this activity should allow the firm to:

A. create a more loyal customer base.

B. improve customer satisfaction rates.

C. increase market share.

D. target higher-profit customers.

Correct Answer: A
Section:
Explanation:
The firm's strategy of losing customers who do not value its unique offerings and focusing on those who do is aligned with creating a more loyal customer base. Here's why:
Customer Alignment: By targeting customers who appreciate and value its unique products and services, the firm aligns its offerings with customer needs and expectations.
Enhanced Customer Satisfaction: Focusing on customers who genuinely value the firm's offerings leads to higher satisfaction, as these customers are more likely to be pleased with the product quality, features, and service.
Customer Loyalty: Satisfied customers are more likely to become repeat buyers, advocate for the brand, and exhibit higher loyalty.
Resource Allocation: By shedding non-aligned customers, the firm can better allocate resources to serve and retain the most valuable customers, leading to a stronger, more loyal customer base.
This strategic approach helps the firm in building a loyal customer base that is less price-sensitive and more committed to the brand.
Kumar, V., & Shah, D. (2004). 'Building and sustaining profitable customer loyalty for the 21st century.' Journal of Retailing.
Reichheld, F. F. (2001). 'Loyalty Rules! How Today's Leaders Build Lasting Relationships.' Harvard Business School Press.

QUESTION 37
A firm has identified groups of customers based on specific characteristics the customers desire from products and services the firm can provide. Characteristics include lead times, pricing tiers, and service levels. The firm is
engaged in which of the following activities?

A. Customer differentiation

B. Order winner segregation

C. Market segmentation

D. Channel definition

Correct Answer: C
Section:
Explanation:
Market segmentation involves dividing a broad consumer or business market into sub-groups of consumers based on shared characteristics. Here's a detailed explanation:
Identification of Groups: The firm identifies distinct groups of customers who have similar needs and preferences regarding lead times, pricing tiers, and service levels.
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Customization of Offerings: By understanding these segments, the firm can tailor its products, pricing strategies, and service offerings to meet the specific needs of each segment.
Targeted Marketing: Market segmentation allows the firm to design and implement marketing strategies that are more effective in reaching and appealing to each distinct customer group.
Enhanced Customer Satisfaction: Meeting the specific needs of different customer segments enhances overall customer satisfaction and loyalty.
Market segmentation enables firms to focus their efforts and resources more efficiently, leading to better customer alignment and improved business performance.
Kotler, P., & Keller, K. L. (2016). Marketing Management. Pearson.
Wedel, M., & Kamakura, W. A. (2000). Market Segmentation: Conceptual and Methodological Foundations. Springer.

QUESTION 38
The value that logistics provides within the supply chain can best be summarized as:

A. satisfying customer expectations about availability and delivery at an acceptable total cost.

B. meeting promised location and on-time delivery goals with minimal use of expediting.

C. establishing inventory and delivery goals with various customers that fulfill the firm's profit objectives.

D. providing accurate in-transit and delivery information to customers and salespeople.

Correct Answer: A
Section:
Explanation:
Logistics plays a crucial role in the supply chain by ensuring that products are available and delivered to customers as expected. Here's a detailed explanation:
Customer Satisfaction: Logistics focuses on meeting customer expectations regarding product availability and delivery timelines, ensuring that customers receive what they want, when they want it.
Cost Management: Achieving these goals while maintaining an acceptable total cost is essential. This involves optimizing transportation, warehousing, and inventory management to balance service levels and costs.
Efficiency: Effective logistics minimizes delays and inefficiencies, ensuring a smooth flow of goods from suppliers to end customers.
Reliability: Consistent performance in meeting delivery promises builds trust and reliability with customers.
Logistics thus provides value by balancing customer service and cost efficiency, ensuring the right products are available at the right time and place.
Christopher, M. (2016). Logistics & Supply Chain Management. Pearson.
Coyle, J. J., Langley, C. J., Novack, R. A., & Gibson, B. J. (2017). Supply Chain Management: A Logistics Perspective. Cengage Learning.

QUESTION 39
A manufacturer of plastic components that are sold either directly or through distributors wants to identify the requirements of the end customers for each market segment. Which of the following approaches would be most
appropriate?

A. Analyzing the buying history for each of the market segments

B. Asking the manufacturer's direct customers

C. Conducting a market research project

D. Sending samples of potential future products to the final customers

Correct Answer: C
Section:
Explanation:
To accurately identify the requirements of end customers for each market segment, a comprehensive approach is necessary. Here's why conducting a market research project is the most appropriate:
Direct Insight: Market research involves directly gathering information from end customers, providing detailed and specific insights into their needs and preferences.
Segmentation Analysis: This approach allows for the analysis of different market segments, identifying unique requirements and preferences for each group.
Data Collection Methods: Various methods such as surveys, focus groups, and interviews can be used to gather qualitative and quantitative data.
Actionable Insights: The information collected can be analyzed to inform product development, marketing strategies, and sales approaches.
While analyzing buying history and asking direct customers can provide some insights, they do not offer the comprehensive understanding that a targeted market research project can deliver.
Malhotra, N. K. (2010). Marketing Research: An Applied Orientation. Pearson.
McQuarrie, E. F. (2015). The Market Research Toolbox: A Concise Guide for Beginners. SAGE Publications.

QUESTION 40
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The process of gathering data about what customers need and ensuring that desired features are included in the design and initial planning phase of a new product or service is known as:

A. a quick response program.

B. quality function deployment.

C. total quality management.

D. early supplier involvement.

Correct Answer: B
Section:
Explanation:
Quality Function Deployment (QFD) is a systematic process for gathering customer requirements and ensuring they are incorporated into the design and planning of a new product or service. Here's how it works:
Customer Voice: QFD begins with collecting and understanding customer needs and expectations, often referred to as the 'voice of the customer.'
House of Quality: These needs are translated into design requirements through a tool called the House of Quality, which helps prioritize features based on customer importance.
Cross-Functional Teams: QFD involves cross-functional teams to ensure that all relevant perspectives (e.g., marketing, engineering, manufacturing) are considered in the design process.
Integration: The process ensures that customer needs are systematically integrated into product design, reducing the risk of missing key features or quality attributes.
QFD is thus a comprehensive approach to ensuring that customer needs are central to product development from the outset.
Akao, Y. (1990). Quality Function Deployment: Integrating Customer Requirements into Product Design. Productivity Press.
Cohen, L. (1995). Quality Function Deployment: How to Make QFD Work for You. Addison-Wesley.

QUESTION 41
A manufacturer can simplify the forecasting process by pooling demand forecasts for a product group and then:

A. averaging total demand and spreading it evenly across all items.

B. disaggregating demand to the item level based on marketing input.

C. disaggregating demand to the item level based on historical proportions.

D. allocating demand to each production site.

Correct Answer: C
Section:
Explanation:
Simplifying the forecasting process by pooling demand forecasts for a product group and then disaggregating demand based on historical proportions is an effective approach. Here's how it works:
Aggregate Forecasting: Start by forecasting the total demand for the entire product group, which tends to be more accurate than forecasting for individual items due to the law of large numbers.
Historical Proportions: Use historical sales data to determine the proportion of total demand attributed to each item within the group.
Disaggregation: Apply these historical proportions to the aggregate forecast to estimate the demand for each individual item.
Adjustments: This approach can be fine-tuned based on recent trends, market conditions, or changes in customer preferences.
By leveraging historical data to disaggregate demand, the process becomes more manageable and can improve the accuracy of item-level forecasts.
Chase, C. W. (2013). Demand-Driven Forecasting: A Structured Approach to Forecasting. John Wiley & Sons.
Mentzer, J. T., Moon, M. A., & Smith, C. D. (2004). Sales Forecasting Management: A Demand Management Approach. SAGE Publications.

QUESTION 42
Which of the following types of information would be an appropriate basis for a qualitative forecast?

A. Leading indicators

B. Market research data

C. Order history

D. Shipment history

Correct Answer: B
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Section:
Explanation:
Qualitative forecasting techniques are often used when there is little to no historical data available, or when the situation involves a lot of uncertainty or rapid change. These methods rely on expert judgment, intuition, and
qualitative data. Here's why market research data is appropriate for qualitative forecasting:
Expert Insights: Market research provides insights from industry experts, customer feedback, and market trends, which can be critical in understanding future demand.
Consumer Behavior: This data helps in predicting how consumer preferences and behaviors might change, which is especially useful for new products or entering new markets.
Competitive Analysis: Understanding competitor strategies and market conditions helps in making informed forecasts.
Qualitative Nature: Unlike order history or shipment history, which are quantitative, market research data involves qualitative analysis of market conditions and customer needs.
Therefore, market research data is a suitable basis for qualitative forecasting as it offers comprehensive insights into market dynamics and future trends.
Armstrong, J. S. (2001). Principles of Forecasting: A Handbook for Researchers and Practitioners. Springer.
Malhotra, N. K. (2010). Marketing Research: An Applied Orientation. Pearson.

QUESTION 43
The use of a seasonal index as a forecasting technique measures the ratio of the:

A. average seasonal demand to the average demand for all periods.

B. average demand for all periods to the average seasonal demand.

C. average seasonal demand to the standard deviation of the demand for all periods.

D. standard deviation of the seasonal demand to the standard deviation of demand for all periods.

Correct Answer: A
Section:
Explanation:
A seasonal index is used in forecasting to adjust for regular fluctuations in demand due to seasonal variations. Here's how it works:
Average Seasonal Demand: Calculate the average demand for each season (e.g., monthly or quarterly averages).
Average Demand for All Periods: Compute the overall average demand across all periods in the data set.
Ratio Calculation: The seasonal index is the ratio of the average seasonal demand to the average demand for all periods. This ratio indicates how a particular season compares to the average demand, highlighting periods of
higher or lower demand relative to the norm.
Adjustment Factor: This index is then used to adjust forecasts to account for predictable seasonal effects, improving forecast accuracy.
By using the ratio of average seasonal demand to average overall demand, the seasonal index provides a clear measure of seasonal variation.
Chase, C. W. (2013). Demand-Driven Forecasting: A Structured Approach to Forecasting. John Wiley & Sons.
Hanke, J. E., & Wichern, D. W. (2014). Business Forecasting. Pearson.

QUESTION 44
Medium-term demand management projections are used primarily to:

A. complete strategic business planning of facilities.

B. complete forecasts at the item level.

C. aggregate demand for production planning.

D. develop the master production schedule.

Correct Answer: C
Section:
Explanation:
Medium-term demand management projections typically cover a horizon of several months to a few years and are essential for production planning. Here's the detailed explanation:
Aggregate Demand: Medium-term projections aggregate demand at a higher level, such as product families or groups, to facilitate production planning and capacity management.
Production Planning: These projections are used to plan production schedules, workforce requirements, and resource allocation, ensuring that manufacturing operations can meet anticipated demand.
Inventory Management: Helps in maintaining optimal inventory levels by balancing supply and demand over the medium term.
Alignment with Business Goals: Ensures that production plans are aligned with the company's strategic goals and market demands.
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While medium-term projections also support other activities, such as developing the master production schedule (MPS), their primary use is in aggregating demand for effective production planning.
Vollmann, T. E., Berry, W. L., Whybark, D. C., & Jacobs, F. R. (2005). Manufacturing Planning and Control for Supply Chain Management. McGraw-Hill.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.

QUESTION 45
Which of the following strategies is used primarily for demand planning?

A. Build-to-order scheduling

B. Push-pull replenishment

C. Collaborative planning, forecasting, and replenishment

D. Vendor-managed inventory

Correct Answer: C
Section:
Explanation:
Collaborative Planning, Forecasting, and Replenishment (CPFR) is a strategy used primarily for demand planning by improving coordination and collaboration between supply chain partners. Here's how it works:
Collaboration: CPFR involves sharing information and plans between retailers, distributors, and manufacturers to create a unified forecast and replenishment plan.
Joint Forecasting: Partners collaboratively develop demand forecasts based on shared data, reducing discrepancies and improving accuracy.
Replenishment Planning: Using the agreed-upon forecasts, the partners jointly plan inventory replenishment to ensure optimal stock levels and reduce stockouts or excess inventory.
Benefits: CPFR leads to improved demand visibility, better inventory management, and enhanced supply chain efficiency.
This approach fosters a cooperative relationship among supply chain partners, aligning their efforts towards meeting customer demand more effectively.
Barratt, M., & Oliveira, A. (2001). 'Exploring the Experiences of Collaborative Planning Initiatives.' International Journal of Physical Distribution & Logistics Management.
Seifert, D. (2003). Collaborative Planning, Forecasting, and Replenishment: How to Create a Supply Chain Advantage. AMACOM.

QUESTION 46
In addition to sales history, current customer orders, and forecasted demand, which of the following data sources should be used as part of a demand management process?

A. Inventory levels

B. Contractual obligations

C. Customer profitability

D. Scheduled marketing activities

Correct Answer: D
Section:
Explanation:
Demand management is a critical function in supply chain management, aiming to balance supply and demand effectively. In addition to sales history, current customer orders, and forecasted demand, integrating data from
scheduled marketing activities is essential. Here's why:
Impact on Demand: Scheduled marketing activities, such as promotions, advertising campaigns, and new product launches, can significantly influence customer demand patterns.
Demand Forecasting: Incorporating marketing plans into demand forecasts helps in predicting demand spikes or drops associated with these activities.
Inventory Planning: Understanding upcoming marketing efforts allows for better inventory planning, ensuring sufficient stock levels to meet anticipated demand increases.
Capacity Management: Helps in aligning production and distribution capacity with expected demand fluctuations due to marketing activities.
By considering scheduled marketing activities, businesses can enhance the accuracy of their demand forecasts and improve overall supply chain responsiveness.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.
Heizer, J., Render, B., & Munson, C. (2017). Operations Management: Sustainability and Supply Chain Management. Pearson.

QUESTION 47
Demand management involves which of the following undertakings?
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A. Adjusting capacity to support expected demand

B. Engaging in activities associated with customer relationship management

C. Creating higher customer demand by improving performance in areas such as lead time and service levels

D. Understanding events and managing activities that could influence future demand

Correct Answer: D
Section:
Explanation:
Demand management involves a proactive approach to understanding and influencing demand patterns. Here's how:
Event Analysis: It includes analyzing events such as market trends, economic indicators, and competitive actions that could impact future demand.
Demand Shaping: Managing activities like promotions, pricing strategies, and marketing campaigns to shape demand in a way that aligns with supply capabilities.
Customer Insights: Gathering and analyzing customer feedback and preferences to anticipate changes in demand.
Coordination: Collaborating with different departments (e.g., marketing, sales, and operations) to ensure alignment and responsiveness to demand changes.
Effective demand management requires a comprehensive understanding of various factors that influence demand and actively managing these elements to optimize supply chain performance.
Vollmann, T. E., Berry, W. L., Whybark, D. C., & Jacobs, F. R. (2005). Manufacturing Planning and Control for Supply Chain Management. McGraw-Hill.
Stevenson, W. J. (2018). Operations Management. McGraw-Hill Education.

QUESTION 48
Which of the following forecasting methods relies on the opinions of a panel of experts?

A. Delphi technique

B. Survey method

C. Causal method

D. Time series analysis

Correct Answer: A
Section:
Explanation:
The Delphi technique is a structured forecasting method that relies on the opinions of a panel of experts. Here's how it works:
Expert Panel: A group of experts in the relevant field is selected to provide their insights and forecasts.
Iterative Rounds: The process involves multiple rounds of questionnaires sent to the experts. After each round, a facilitator provides a summary of the forecasts and reasons provided by the panel.
Anonymity: Experts provide their opinions anonymously to prevent the influence of dominant individuals and to encourage unbiased input.
Convergence: Through iterative feedback and revisions, the panel's forecasts tend to converge towards a consensus.
The Delphi technique is particularly useful for long-term forecasting and scenarios where quantitative data is scarce or unreliable.
Armstrong, J. S. (2001). Principles of Forecasting: A Handbook for Researchers and Practitioners. Springer.
Rowe, G., & Wright, G. (1999). 'The Delphi technique as a forecasting tool: issues and analysis.' International Journal of Forecasting.

QUESTION 49
What is the primary role of marketing in supporting supply chain management?

A. Selecting favored supplier partners

B. Developing efficient customer channels

C. Focusing on short-term forecasting accuracy

D. Working with research and development on slow-moving products

Correct Answer: B
Section:
Explanation:
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Marketing plays a pivotal role in supporting supply chain management by developing efficient customer channels. Here's how:
Channel Strategy: Marketing helps in designing and optimizing distribution channels to ensure products reach customers efficiently.
Customer Relationships: Building and maintaining strong customer relationships through targeted marketing efforts, ensuring customer loyalty and repeat business.
Demand Generation: Creating demand through advertising, promotions, and product positioning, which in turn drives production and inventory decisions.
Market Insights: Providing valuable market insights and customer feedback that can be used to refine supply chain strategies and improve responsiveness.
By focusing on developing efficient customer channels, marketing ensures that products are effectively distributed and customer needs are met, supporting overall supply chain efficiency.
Kotler, P., & Keller, K. L. (2016). Marketing Management. Pearson.
Christopher, M. (2016). Logistics & Supply Chain Management. Pearson.

QUESTION 50
Which of the following practices has improved management of the customer pipeline?

A. Reverse auctions

B. Sales force automation

C. Finite capacity planning

D. Point-of-purchase metrics

Correct Answer: B
Section:
Explanation:
Sales force automation (SFA) has significantly improved the management of the customer pipeline. Here's how:
Efficiency: Automates routine sales tasks such as order processing, tracking customer interactions, and managing sales leads, allowing sales teams to focus on selling.
Data Management: Provides a centralized system for storing customer information, sales history, and communication records, enhancing data accessibility and accuracy.
Pipeline Visibility: Offers real-time visibility into the sales pipeline, enabling better forecasting, opportunity management, and performance tracking.
Customer Relationship Management: Enhances customer relationship management by providing tools for personalized communication, follow-ups, and customer service.
By automating and streamlining the sales process, SFA helps in managing the customer pipeline more effectively, leading to improved sales performance and customer satisfaction.
Buttle, F., & Maklan, S. (2019). Customer Relationship Management: Concepts and Technologies. Routledge.
Homburg, C., Schfer, H., & Schneider, J. (2008). 'Sales excellence: Systematic sales management.' Springer.

QUESTION 51
The probability of customer dissatisfaction is highest when which of the following conditions exists?

A. Customer expectations are clearly defined.

B. Supplier execution is too low.

C. There is a gap between expected performance and perceived performance.

D. There is a gap between what was indicated and what was accomplished.

Correct Answer: C
Section:
Explanation:
Customer dissatisfaction often arises when there is a significant disparity between what customers expect and what they perceive they receive. This gap can be explained through the following steps:
Customer Expectations: Customers form expectations based on marketing, previous experiences, and word-of-mouth. These expectations shape their perception of what the service or product delivery should be like.
Perceived Performance: This is the customer's perception of how well the product or service actually meets their expectations. This perception is influenced by the actual performance, communication, and interaction with
the company.
Performance Gap: When there is a discrepancy between the expected performance and the perceived performance, it creates a performance gap. This gap is often due to overpromising and underdelivering,
miscommunication, or a genuine shortfall in the product or service quality.
Impact on Customer Satisfaction: The larger the gap between what customers expect and what they perceive they receive, the higher the probability of dissatisfaction. This is because unmet expectations lead to
disappointment, frustration, and a negative overall experience.
Kotler, P., & Keller, K. L. (2016). Marketing Management. Pearson.
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Parasuraman, A., Zeithaml, V. A., & Berry, L. L. (1985). A Conceptual Model of Service Quality and Its Implications for Future Research. Journal of Marketing, 49(4), 41-50.

QUESTION 52
Which of the following actions typically would be the first step in implementing the philosophy of customer relationship management?

A. Creating a customer-centric organization

B. Developing a map of the customer segments

C. Documenting the objectives for implementation

D. Selecting an information technology solution

Correct Answer: A
Section:
Explanation:
Implementing customer relationship management (CRM) begins with establishing a customer-centric culture within the organization. The steps involved are:
Creating a Customer-Centric Organization: This step involves shifting the company's focus to prioritize customer needs and preferences. It requires aligning the company's mission, values, and strategies around customer
satisfaction and engagement.
Developing a Map of the Customer Segments: Once the organization is customer-centric, it can then identify and segment its customer base to better understand different needs and tailor approaches accordingly.
Documenting the Objectives for Implementation: Clear objectives must be set to guide the CRM implementation process. These objectives ensure that all efforts are aligned and measurable.
Selecting an Information Technology Solution: The final step is choosing the right technology to support CRM activities. This includes selecting software that can manage customer data, track interactions, and provide insights
for continuous improvement.
Payne, A., & Frow, P. (2005). A Strategic Framework for Customer Relationship Management. Journal of Marketing, 69(4), 167-176.
Buttle, F. (2009). Customer Relationship Management: Concepts and Technologies. Routledge.

QUESTION 53
Which of the following customer relationship management activities most appropriately is used for revenue generation?

A. Generating customer leads

B. Generating graphic sales models

C. Measuring customer preferences

D. Identifying customer margins

Correct Answer: A
Section:
Explanation:
Customer relationship management (CRM) activities aimed at revenue generation often focus on identifying and attracting potential new customers. The detailed explanation is as follows:
Generating Customer Leads: This involves using CRM tools to identify potential customers who may be interested in the company's products or services. Lead generation is crucial for expanding the customer base and driving
revenue.
Lead Qualification: Not all leads are equal. CRM helps in qualifying leads to determine which ones have the highest potential for conversion, ensuring efficient use of sales resources.
Customer Conversion: By targeting qualified leads with tailored marketing strategies, CRM aids in converting leads into paying customers, thus directly contributing to revenue generation.
Retention and Upselling: Beyond initial sales, CRM systems can track customer interactions and preferences, enabling targeted retention strategies and opportunities for upselling or cross-selling, further enhancing revenue.
Kumar, V., & Reinartz, W. (2018). Customer Relationship Management: Concept, Strategy, and Tools. Springer.
Berson, A., Smith, S., & Thearling, K. (2000). Building Data Mining Applications for CRM. McGraw-Hill.

QUESTION 54
Compared to mass-media marketing, customer relationship management has the advantage of allowing the organization to:

A. compete for customers based on service.

B. reach a larger number of potential customers.
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C. reduce inventory to improve cash flow.

D. focus on attracting new customers.

Correct Answer: A
Section:
Explanation:
Customer relationship management (CRM) offers several advantages over traditional mass-media marketing, particularly in terms of customer service:
Personalized Service: CRM systems enable companies to collect and analyze customer data, allowing for personalized service that meets individual customer needs and preferences.
Customer Engagement: By engaging customers through personalized interactions and targeted communications, companies can build stronger relationships and loyalty.
Competitive Differentiation: Offering superior service based on deep customer insights gained from CRM can differentiate a company from competitors who may rely solely on mass marketing techniques.
Enhanced Customer Experience: CRM helps in delivering a consistent and high-quality customer experience across all touchpoints, which is essential for retaining customers and encouraging repeat business.
Feedback and Improvement: CRM systems facilitate the collection of customer feedback, enabling continuous improvement in service offerings and customer satisfaction.
Peppers, D., & Rogers, M. (2016). Managing Customer Experience and Relationships: A Strategic Framework. Wiley.
Payne, A., & Frow, P. (2013). Strategic Customer Management: Integrating Relationship Marketing and CRM. Cambridge University Press.

QUESTION 55
A manufacturer uses standard costing, and a potential supplier uses activity-based costing. This difference most likely will have implications for which of the following types of future decisions?

A. Price concessions

B. Make-or-buy

C. Distribution warehouse locations

D. Freight terms

Correct Answer: B
Section:
Explanation:
The use of different costing methods by a manufacturer and a potential supplier can have significant implications for make-or-buy decisions. Here's the explanation:
Standard Costing: This method involves assigning fixed costs to products based on predetermined standards. It simplifies cost control and variance analysis but may not capture all the activities involved in production.
Activity-Based Costing (ABC): ABC assigns costs based on actual activities and resource usage, providing a more accurate picture of costs associated with specific products or services.
Comparison for Make-or-Buy: When a manufacturer using standard costing considers outsourcing to a supplier using ABC, it must carefully compare the detailed activity-based costs with its own standard costs.
Implications: Differences in cost allocation methods can reveal hidden costs or savings, influencing the decision to manufacture in-house or outsource. ABC may highlight inefficiencies in in-house production or justify the
cost-effectiveness of outsourcing.
Strategic Decisions: Understanding the true cost implications through detailed ABC can lead to better strategic decisions regarding resource allocation, production processes, and supplier selection.
Horngren, C. T., Datar, S. M., & Rajan, M. V. (2015). Cost Accounting: A Managerial Emphasis. Pearson.
Kaplan, R. S., & Cooper, R. (1998). Cost & Effect: Using Integrated Cost Systems to Drive Profitability and Performance. Harvard Business School Press.

QUESTION 56
Compared to a blanket purchase order, a supplier alliance agreement is best differentiated by:

A. efficient material replenishment processes.

B. clearly identified roles for the buyer and seller.

C. a shared vision of added value.

D. a sole-source agreement.

Correct Answer: C
Section:
Explanation:
A supplier alliance agreement and a blanket purchase order differ significantly in their scope and strategic intent. The steps to differentiate them are:
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Blanket Purchase Order: This is a simple agreement where a buyer commits to purchasing a specified quantity of goods or services from a supplier over a set period. It focuses primarily on transactional efficiency and cost
savings through bulk purchasing.
Supplier Alliance Agreement: This is a strategic partnership where both parties work closely to achieve mutual goals. It goes beyond transactions to involve collaboration, trust, and long-term commitment.
Shared Vision of Added Value: In a supplier alliance agreement, both buyer and seller share a vision of creating added value. This can involve joint product development, process improvements, and innovation, benefiting
both parties beyond the basic supplier-customer relationship.
Roles and Responsibilities: While both agreements may identify roles, the supplier alliance agreement emphasizes a collaborative approach where both parties actively contribute to achieving shared goals.
Efficiency and Sole Sourcing: While efficient material replenishment and sole-source agreements can be part of both types of agreements, they do not fundamentally distinguish a supplier alliance from a blanket purchase
order.
Monczka, R. M., Handfield, R. B., Giunipero, L. C., & Patterson, J. L. (2015). Purchasing and Supply Chain Management. Cengage Learning.
Lambert, D. M., & Knemeyer, A. M. (2007). Supplier Relationship Management: A Framework for Collaboration and Innovation. Journal of Business Logistics, 28(1), 1-23.
er: C

QUESTION 57
Incorporating supplier input into product and process design helps to:

A. maintain quality.

B. stabilize product costs.

C. reduce time to market.

D. save costs to the buyer.

Correct Answer: C
Section:
Explanation:
Incorporating supplier input into product and process design can significantly enhance various aspects of the product development process:
Early Supplier Involvement (ESI): Engaging suppliers early in the design phase helps leverage their expertise, leading to more efficient design and production processes.
Improved Design Quality: Suppliers often have specialized knowledge and experience that can contribute to more robust and manufacturable designs, reducing the need for costly redesigns.
Faster Development Cycles: Collaborative design efforts streamline communication and decision-making, allowing for quicker identification and resolution of potential issues.
Reduced Time to Market: By integrating supplier input, the overall product development timeline is shortened, enabling faster launch of new products to meet market demand and capitalize on opportunities.
Cost Savings and Quality: While maintaining quality and stabilizing product costs are also benefits, the primary advantage of reduced time to market often has the most immediate impact on competitive positioning and
revenue generation.
Handfield, R. B., Ragatz, G. L., Petersen, K. J., & Monczka, R. M. (1999). Involving Suppliers in New Product Development. California Management Review, 42(1), 59-82.
Wynstra, F., & Ten Pierick, E. (2000). Managing Supplier Involvement in New Product Development: A Portfolio Approach. European Journal of Purchasing & Supply Management, 6(1), 49-57.

QUESTION 58
A media company offers a majority of its movies through a specific distributor. The media company is beginning to produce content for a new foreign market to which the distributor has exclusive access. To maximize savings
and gain entry to this new market, the media company should:

A. create a contract for the new market.

B. enter into a partnership.

C. form a strategic alliance.

D. acquire the distributor.

Correct Answer: C
Section:
Explanation:
To effectively enter a new foreign market and maximize savings while leveraging the distributor's exclusive access, the steps are:
Assessment of Market Entry Strategies: The media company needs to evaluate various options like contracts, partnerships, strategic alliances, or acquisitions.
Strategic Alliance Formation: Forming a strategic alliance involves establishing a cooperative agreement where both parties work together towards common goals, sharing resources, knowledge, and access to markets.
Benefits of a Strategic Alliance:
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Resource Sharing: Both companies can pool resources, including distribution networks, marketing, and technology, leading to cost savings and operational efficiencies.
Market Access: The distributor's exclusive access to the new market provides a direct entry point for the media company's content, reducing time and investment required for market penetration.
Risk Mitigation: Sharing the risks associated with entering a new market, such as cultural and regulatory challenges, makes the venture more manageable.
Enhanced Collaboration: Close collaboration allows for better alignment of strategies and quicker adaptation to market changes, enhancing competitive advantage.
Ireland, R. D., Hitt, M. A., & Vaidyanath, D. (2002). Alliance Management as a Source of Competitive Advantage. Journal of Management, 28(3), 413-446.
Varadarajan, R., & Cunningham, M. H. (1995). Strategic Alliances: A Synthesis of Conceptual Foundations. Journal of the Academy of Marketing Science, 23(4), 282-296.

QUESTION 59
A company considers outsourcing its information technology support to a low-cost region on another continent. The company currently has no business presence there. Which of the following actions is most effective in
helping to select a service provider?

A. Contacting the country's consulate for leads

B. Contacting the country's local government for recommendations

C. Visiting several potential providers before making a selection

D. Finding a trusted local business agent to help in the search

Correct Answer: C
Section:
Explanation:
Selecting a service provider in a new geographical region requires thorough due diligence. The steps involved are:
Initial Research: Conducting preliminary research on potential service providers through various sources, including online reviews, industry reports, and recommendations.
Shortlisting Providers: Creating a shortlist of providers based on their capabilities, reputation, and alignment with the company's needs.
On-Site Visits: Visiting several potential providers allows for a first-hand evaluation of their facilities, operations, and culture. It provides an opportunity to:
Assess Capabilities: Verify the provider's technical capabilities, infrastructure, and resources.
Meet Key Personnel: Engage with the management and operational teams to gauge their expertise and responsiveness.
Understand Local Context: Gain insights into the local business environment, regulatory landscape, and cultural factors that may impact the partnership.
Comparative Analysis: Comparing observations and findings from the visits to make an informed decision on the best-suited service provider.
Final Selection: Choosing the provider that best meets the company's requirements and demonstrates the potential for a successful long-term partnership.
Sollish, F., & Semanik, J. (2012). The Procurement and Supply Manager's Desk Reference. John Wiley & Sons.
Monczka, R. M., Handfield, R. B., Giunipero, L. C., & Patterson, J. L. (2015). Purchasing and Supply Chain Management. Cengage Learning.

QUESTION 60
Which of the following benefits of supplier relationship management typically results from collaboration with a few critical suppliers?

A. Automation of supplier sales activities

B. Elimination of formal contracts

C. Reduction in customer and supplier inventories

D. Standardization of communications

Correct Answer: C
Section:
Explanation:
Supplier relationship management (SRM) emphasizes collaboration with key suppliers, which can lead to significant inventory reductions. The detailed explanation includes:
Collaborative Planning: Working closely with critical suppliers to synchronize production schedules and inventory levels, aligning them with actual demand.
Improved Forecasting: Sharing accurate demand forecasts and sales data helps suppliers plan their production more effectively, reducing the need for safety stock.
Just-in-Time (JIT) Practices: Implementing JIT practices where materials and components are delivered precisely when needed, minimizing inventory holding costs for both the customer and the supplier.
Lean Practices: Adopting lean inventory management techniques to eliminate waste, streamline processes, and enhance overall supply chain efficiency.
Dyer, J. H., & Singh, H. (1998). The Relational View: Cooperative Strategy and Sources of Interorganizational Competitive Advantage. Academy of Management Review, 23(4), 660-679.
Christopher, M. (2016). Logistics & Supply Chain Management. Pearson UK.
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QUESTION 61
Which of the following organizational design choices is an example of vertical integration?

A. Contracting with a third-party logistics provider

B. Producing components used internally

C. Externally staffing a customer service center

D. Awarding a one-time trade show contract

Correct Answer: B
Section:
Explanation:
Vertical integration refers to the process where a company expands its operations into different stages of production within the same industry. Here's a detailed breakdown:
Definition of Vertical Integration: This involves a company controlling multiple stages of the supply chain, from raw materials to the finished product.
Examples of Vertical Integration:
Producing Components Internally: This is a classic example where a company manufactures the components or raw materials it needs for its products, rather than relying on external suppliers. This enhances control over the
production process, quality, and costs.
Backward Integration: When a company takes over suppliers to control the raw material or component supply.
Forward Integration: When a company takes over distributors or retailers to control the distribution of its products.
Benefits of Vertical Integration: Improved coordination, increased control over the supply chain, reduced dependency on suppliers, potential cost savings, and better quality control.
Porter, M. E. (1985). Competitive Advantage: Creating and Sustaining Superior Performance. Free Press.
Harrigan, K. R. (1984). Formulating Vertical Integration Strategies. Academy of Management Review, 9(4), 638-652.

QUESTION 62
A company that produces standardized products and sells them through retailers via a responsive transportation system has decided to expand its sales with an online store for customized products. Which of the following
distribution strategies would be the most appropriate for the business-strategy change?

A. Local distribution centers serving retailers and online sales

B. Centralized cross-docking facilities serving retailers and online sales

C. A centralized distribution center serving retailers and direct shipment from the factory serving online sales

D. A centralized distribution center serving retailers with transshipment arrangements serving online sales

Correct Answer: C
Section:
Explanation:
The business strategy shift to selling customized products online necessitates a distribution strategy that balances efficiency and responsiveness. Here's the breakdown:
Current Setup: The company has a responsive transportation system serving retailers with standardized products.
Need for Customization: Expanding to online sales with customized products requires a different approach due to the variability and specific demands of online orders.
Centralized Distribution Center:
Serving Retailers: Maintaining a centralized distribution center for standardized products ensures consistency and efficiency in supplying retailers.
Direct Shipment from Factory:
Online Sales: Directly shipping customized products from the factory to customers is ideal because it allows for better handling of unique orders and reduces the time from production to delivery.
Efficiency and Responsiveness: This combination allows the company to continue serving retailers efficiently while meeting the customization demands of online customers effectively.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.
Simchi-Levi, D., Kaminsky, P., & Simchi-Levi, E. (2008). Designing and Managing the Supply Chain: Concepts, Strategies, and Case Studies. McGraw-Hill.

QUESTION 63
A company manufactures special products for select customers. When demand for these products drops, the manufacturer can switch the production line to a commodity-type product that can be sold on the open market at
reduced terms to generate cash. The company is executing a corporate strategy that is based on:
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A. customer focus and alignment.

B. forecast accuracy.

C. multiple downstream channels.

D. multiple upstream supply chains.

Correct Answer: C
Section:
Explanation:
The company's strategy of switching production lines based on demand indicates a flexible approach to market conditions. Here's the explanation:
Special Products for Select Customers: Initially, the company focuses on manufacturing niche products for specific customers, indicating a customer-focused approach.
Switching to Commodity Products: When demand drops, the company shifts to producing commodity products that can be sold on the open market. This ensures continuous production and cash flow.
Multiple Downstream Channels:
Specialized Products Channel: For select customers, tailored to specific needs.
Commodity Products Channel: Open market sales, providing a broader market reach and flexibility.
Strategic Flexibility: This strategy leverages multiple downstream channels to optimize resource utilization, manage risks, and ensure financial stability.
Porter, M. E. (1980). Competitive Strategy: Techniques for Analyzing Industries and Competitors. Free Press.
Hill, T. (2000). Manufacturing Strategy: Text and Cases. Palgrave Macmillan.

QUESTION 64
A large wholesaler formerly owned a number of delivery trucks. The wholesaler sold all of its trucks and now purchases transportation services from fleet operators. This is an example of which of the following strategies?

A. Selling and leasing back equipment.

B. Renting equipment on consignment.

C. Using a third-party logistics provider.

D. Using an owner-operator fleet.

Correct Answer:
Section:
Explanation:
Context: The large wholesaler owned delivery trucks but sold them and now purchases transportation services from fleet operators.Options Breakdown:A . Selling and leasing back equipment: This would involve selling the
trucks and then leasing them back, which is not the case here.B . Renting equipment on consignment: Consignment refers to goods being held by one party while owned by another, which does not apply to the trucks being
sold outright.C . Using a third-party logistics provider: This involves outsourcing logistics functions, such as transportation, to an external company.D . Using an owner-operator fleet: This would imply using independent
drivers who own their trucks, which is not specifically indicated.Answer: Justification: The wholesaler is outsourcing its transportation needs to fleet operators, which is the definition of using a third-party logistics provider
(3PL).Logistics and Supply Chain Management textbooksIndustry best practices and terminologies for third-party logistics providers (3PLs)

QUESTION 65
Reverse supply chain activity typically peaks nearest the beginning of which of the following stages of the product life cycle?

A. Introduction

B. Growth

C. Maturity

D. Decline

Correct Answer:
Section:
Explanation:
Context: Reverse supply chain activity includes returns, recycling, and disposal processes.Product Life Cycle Stages:A . Introduction: Focus is on product launch and gaining market entry.B . Growth: Emphasis is on increasing
market share and production.C . Maturity: Market saturation occurs, and competition intensifies.D . Decline: Sales decrease, and products are often phased out or replaced.Answer: Justification: Reverse supply chain activities
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peak during the decline stage as products are returned, recycled, or disposed of due to obsolescence or replacement by new products.Product lifecycle management literatureCase studies on reverse logistics trends during
the decline phase

QUESTION 66
Which of the following actions typically would be considered part of a reverse logistics strategy?

A. Offering a discount on new purchases when used products are returned

B. Reducing the amount of packaging material used in shipping

C. Manufacturing products in batches consistent with full-truckload shipments

D. Batching returns of defective components to the suppliers

Correct Answer:
Section:
Explanation:
Context: Reverse logistics involves the process of moving goods from their final destination for the purpose of capturing value or proper disposal.Options Breakdown:A . Offering a discount on new purchases when used
products are returned: Encourages the return of used products for recycling or remanufacturing.B . Reducing the amount of packaging material used in shipping: This is a sustainability effort, not specifically reverse logistics.C .
Manufacturing products in batches consistent with full-truckload shipments: Relates to production and shipping efficiency.D . Batching returns of defective components to the suppliers: Part of reverse logistics but less
common than offering incentives for returns.Answer: Justification: Incentivizing customers to return used products is a common reverse logistics strategy aimed at reclaiming products for recycling or refurbishment.Reverse
logistics and supply chain management publicationsCase studies on effective reverse logistics strategies

QUESTION 67
A firm supplies products and services to a wide variety of industries with varying requirements for responsiveness and reliability. Many customers across these industries are not satisfied with the firm's ability to meet the
lead time and on time delivery requirements. Which of the following tools is most appropriate for the firm to use to improve customer service?

A. Customer service ratio metrics

B. Market segmentation

C. Customer relationship management (CRM)

D. Supply Chain Operations Reference (SCOR)

Correct Answer:
Section:
Explanation:
Context: The firm supplies to various industries with different requirements, and customers are dissatisfied with lead times and delivery reliability.Options Breakdown:A . Customer service ratio metrics: Useful for measuring
performance but not directly improving it.B . Market segmentation: Dividing the market into distinct groups with common needs to tailor services accordingly.C . Customer relationship management (CRM): Manages
interactions with customers but does not directly address segmentation.D . Supply Chain Operations Reference (SCOR): Provides a framework for evaluating and improving supply chain performance but not specifically
focused on market segmentation.Answer: Justification: Market segmentation allows the firm to better understand and cater to the specific needs of different customer groups, improving responsiveness and reliability tailored
to each segment.Marketing and supply chain management literatureBest practices in market segmentation for supply chain optimization

QUESTION 68
A company plans to maximize profitability by charging more for its products at retail locations than on its website. Which of the following segmentation strategies would best support this plan?

A. Group

B. Channel

C. Regional

D. Location

Correct Answer:
Section:
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Explanation:
Context: The company intends to charge different prices for products sold through retail locations versus online.Options Breakdown:A . Group: Refers to segmenting customers based on demographic or psychographic groups,
which is not directly related to sales channels.B . Channel: Involves segmenting the market based on the distribution channels used, such as online vs. retail.C . Regional: Pertains to geographic segmentation, which is not
directly relevant to the pricing strategy across different sales channels.D . Location: While somewhat related to geographic segmentation, it does not specifically address the different pricing strategies for online vs. retail
channels.Answer: Justification: By segmenting based on channels, the company can implement different pricing strategies for products sold online versus in retail stores, aligning with the goal of maximizing profitability
through differentiated pricing.Marketing and distribution strategy literatureCase studies on multi-channel retail pricing strategies

QUESTION 69
Which of the following is the most important result when a company implements customer relationship management?

A. Profits are maximized.

B. Retention of key customers is increased.

C. Product options are increased.

D. Transaction costs are decreased.

Correct Answer:
Section:
Explanation:
Context: Customer relationship management (CRM) systems aim to manage a company's interactions with current and potential customers.Options Breakdown:A . Profits are maximized: While a potential outcome, it is a
broader financial goal rather than a direct result of CRM.B . Retention of key customers is increased: CRM focuses on building and maintaining relationships, leading to higher customer retention.C . Product options are
increased: Not directly related to CRM implementation.D . Transaction costs are decreased: May be an indirect benefit but not the primary focus of CRM.Answer: Justification: The primary purpose of CRM is to enhance
customer satisfaction and loyalty, thereby increasing the retention of key customers, which is crucial for long-term business success.CRM system benefits and implementation guidesIndustry reports on CRM effectiveness in
improving customer retention

QUESTION 70
Maintaining a long-term collaborative relationship with a trading partner requires:

A. formal and informal communication.

B. interconnected information systems.

C. one partner regularly exercising power.

D. standardized terms of agreement.

Correct Answer:
Section:
Explanation:
Context: Long-term collaborative relationships in business require various forms of communication and mutual understanding.Options Breakdown:A . Formal and informal communication: Essential for building trust,
addressing issues promptly, and fostering collaboration.B . Interconnected information systems: Important for operational efficiency but not sufficient alone for maintaining relationships.C . One partner regularly exercising
power: This could harm collaboration and trust.D . Standardized terms of agreement: Important for clarity but insufficient alone to maintain long-term relationships.Answer: Justification: Effective long-term relationships
depend on both formal (contracts, meetings) and informal (regular check-ins, casual interactions) communication, ensuring transparency, trust, and responsiveness.Supply chain relationship management literatureCase
studies on successful long-term business partnerships

QUESTION 71
Which of the following consequences is a result of shipping directly from the point of manufacture to the customer rather than through a distribution network?

A. Delivery lead times are consistent.

B. Risk pooling benefits are negated.

C. Distribution overhead is increased.

D. Order-fill rate is decreased.
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Correct Answer:
Section:
Explanation:
Context: Shipping directly from the point of manufacture to the customer eliminates the intermediate distribution network.Options Breakdown:A . Delivery lead times are consistent: Not necessarily true, as direct shipping
can have variable lead times.B . Risk pooling benefits are negated: Distribution centers pool inventory to reduce variability in demand and supply; direct shipping bypasses this advantage.C . Distribution overhead is increased:
Actually, distribution overhead is typically reduced with direct shipping.D . Order-fill rate is decreased: Not necessarily true, as it depends on the efficiency of the direct shipping process.Answer: Justification: Risk pooling
helps manage demand variability and inventory levels more effectively; direct shipping bypasses distribution centers, thus negating these benefits.Supply chain management textbooks and articlesResearch on direct shipping
vs. distribution center logistics

QUESTION 72
Which of the following results can be expected from sharing a common understanding of demand and consumption patterns among supply chain participants?

A. Improved transparency of collaboration relationships

B. Increased performance in balanced scorecard

C. Reduced inventory levels for key items

D. Better synchronization of planning and operations

Correct Answer:
Section:
Explanation:
Context: Sharing demand and consumption patterns among supply chain participants is crucial for effective supply chain management.Options Breakdown:A . Improved transparency of collaboration relationships: While
sharing information can improve transparency, this is a secondary result rather than a primary expected outcome.B . Increased performance in balanced scorecard: This is too broad and indirect. Balanced scorecard
performance involves many factors beyond demand and consumption patterns.C . Reduced inventory levels for key items: This can happen but is a consequence of better planning and operations.D . Better synchronization of
planning and operations: The primary result of sharing a common understanding of demand and consumption patterns is that it aligns production schedules, inventory management, and replenishment strategies.Answer:
Justification: Effective sharing of demand and consumption data leads to coordinated planning and operational activities, ensuring that supply chain activities are well-aligned with actual market demands.Supply chain
integration literatureCase studies on demand-driven supply chain management

QUESTION 73
An advantage of using a third-party logistics service (3PL) is improved:

A. on-time delivery of shipments due to higher inventory levels.

B. cost structure due to economies of scale.

C. access to smaller markets due to localization.

D. risk visibility due to inventory consolidation.

Correct Answer:
Section:
Explanation:
Context: Third-party logistics services (3PL) offer various benefits by leveraging their expertise and resources.Options Breakdown:A . On-time delivery of shipments due to higher inventory levels: Higher inventory levels are
not typically an advantage of using 3PLs; rather, they manage inventory more efficiently.B . Cost structure due to economies of scale: 3PLs serve multiple clients and thus can achieve lower costs per unit through economies of
scale.C . Access to smaller markets due to localization: While 3PLs can help with market access, this is not their primary advantage.D . Risk visibility due to inventory consolidation: 3PLs can improve risk visibility, but the main
advantage is cost-related.Answer: Justification: The primary advantage of using a 3PL is the ability to achieve lower costs through economies of scale, as they distribute their fixed costs over a larger volume of
shipments.Logistics management textbooksResearch articles on the benefits of third-party logistics providers

QUESTION 74
A return material authorization (RMA) policy is used in reverse logistics to:

A. physically transport returned items by using an efficient transportation mode.
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B. minimize the number of returned items by involving product design and demand forecasting.

C. reduce the cost of returned items by refusing to accept items that should not be returned.

D. reclaim substantial value from returned items by recycling.

Correct Answer:
Section:
Explanation:
Context: Return material authorization (RMA) policies are used in reverse logistics to manage returns efficiently.Options Breakdown:A . Physically transport returned items by using an efficient transportation mode: While
efficient transportation is important, it is not the primary focus of RMA policies.B . Minimize the number of returned items by involving product design and demand forecasting: This goes beyond the scope of RMA policies,
focusing more on product lifecycle management.C . Reduce the cost of returned items by refusing to accept items that should not be returned: RMA policies help in screening returns, ensuring that only valid returns are
accepted, thereby reducing costs associated with handling and processing unnecessary returns.D . Reclaim substantial value from returned items by recycling: This is a part of the reverse logistics process but not the primary
focus of RMA policies.Answer: Justification: RMA policies are designed to authorize returns before they are shipped back, ensuring that only items meeting return criteria are processed, thus reducing unnecessary return
costs.Reverse logistics and return management literatureCase studies on the implementation of RMA policies

QUESTION 75
A company's decision to charge different prices for the same service sold in different market segments is most likely based on which of the following metrics?

A. Internal rate of return (IRR)

B. Lifetime customer value (LCV)

C. Net present value (NPV)

D. Return on investment (ROI)

Correct Answer:
Section:
Explanation:
Context: Charging different prices for the same service in different market segments involves understanding the value derived from different customer groups.Options Breakdown:A . Internal rate of return (IRR): This is a
financial metric for investment profitability, not directly related to pricing strategies.B . Lifetime customer value (LCV): This metric evaluates the total revenue a business can expect from a customer over the duration of their
relationship, making it crucial for segment-based pricing strategies.C . Net present value (NPV): This measures the profitability of an investment, not specifically used for pricing decisions.D . Return on investment (ROI): This
measures the gain from an investment relative to its cost, not directly related to customer-based pricing strategies.Answer: Justification: LCV provides insight into how much value different customer segments bring to the
company over time, allowing businesses to tailor pricing strategies to maximize profitability from each segment.Marketing and pricing strategy literatureStudies on customer value and segmentation

QUESTION 76
Which of the following outcomes is a benefit typically expected of customer relationship management (CRM)?

A. Reducing the size of the sales force by automating activities

B. Gaining a better understanding of customer requirements

C. Implementing automated inter-organizational processes

D. Focusing sales efforts on the most profitable customers

Correct Answer:
Section:
Explanation:
Context: Customer relationship management (CRM) systems are designed to enhance the interaction between a company and its customers.Options Breakdown:A . Reducing the size of the sales force by automating activities:
While CRM can automate some sales activities, the primary goal is not to reduce the sales force.B . Gaining a better understanding of customer requirements: CRM systems gather and analyze customer data, helping
companies understand customer needs and preferences better.C . Implementing automated inter-organizational processes: This is more related to enterprise resource planning (ERP) systems rather than CRM.D . Focusing
sales efforts on the most profitable customers: This is an outcome of better customer understanding, but not the primary benefit.Answer: Justification: The key benefit of CRM is its ability to provide detailed insights into
customer requirements, which helps in tailoring products and services to meet those needs effectively.CRM system benefits and implementation guidesCase studies on the impact of CRM on customer understanding
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QUESTION 77
Which of the following scenarios represents a correct application of the Supply-Chain Operations Reference-model (SCOR)?

A. Sales and marketing refers to SCOR to improve demand generation.

B. Production and engineering uses SCOR best practices to design a new 'make' process flow.

C. Distribution and logistics selects suppliers from the SCOR reference list.

D. Marketing and development incorporates SCOR Level I metrics for new product design.

Correct Answer:
Section:
Explanation:
Context: The Supply-Chain Operations Reference-model (SCOR) provides a framework for improving supply chain performance.Options Breakdown:A . Sales and marketing refers to SCOR to improve demand generation: SCOR
is primarily focused on supply chain processes, not sales and marketing.B . Production and engineering uses SCOR best practices to design a new 'make' process flow: SCOR provides best practices and processes for
production, aligning with designing a 'make' process.C . Distribution and logistics selects suppliers from the SCOR reference list: SCOR does not provide a reference list of suppliers.D . Marketing and development incorporates
SCOR Level I metrics for new product design: SCOR metrics are generally applied to supply chain operations, not directly to marketing and product development.Answer: Justification: SCOR is used to improve and design
supply chain processes, including production and engineering activities, making this the correct application of the model.SCOR model documentationIndustry case studies on SCOR implementation in production and
engineering

QUESTION 78
Which of the following indicators is most appropriate to use as a measure of supply chain utilization?

A. Production equipment productivity

B. Net asset turnover

C. Value-added productivity per employee

D. Upside flexibility

Correct Answer:
Section:
Explanation:
Context: Measuring supply chain utilization involves understanding how effectively resources are used in the supply chain.Options Breakdown:A . Production equipment productivity: This measures the efficiency of production
equipment but not overall supply chain utilization.B . Net asset turnover: This ratio measures how efficiently a company uses its assets to generate sales, reflecting overall supply chain utilization.C . Value-added productivity
per employee: This focuses on employee productivity rather than supply chain utilization.D . Upside flexibility: This measures the ability to increase production when needed but does not reflect utilization.Answer:
Justification: Net asset turnover is an appropriate indicator of supply chain utilization as it reflects the efficiency of asset use in generating revenue.Financial performance metrics in supply chain managementTextbooks on
supply chain efficiency and utilization

QUESTION 79
The main benefit of a mass customization product design strategy is to:

A. sell high quantities of product to specific customer segments.

B. achieve economies of scale in purchasing components.

C. offer more product variety while keeping inventories low.

D. avoid assembly of finished products.

Correct Answer:
Section:
Explanation:
Context: Mass customization involves producing goods to meet individual customer needs while maintaining efficiency.Options Breakdown:A . Sell high quantities of product to specific customer segments: This is a
characteristic of mass production, not mass customization.B . Achieve economies of scale in purchasing components: While possible, it is not the main benefit of mass customization.C . Offer more product variety while
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keeping inventories low: Mass customization allows companies to produce a variety of products tailored to customer preferences without holding large inventories.D . Avoid assembly of finished products: Mass customization
often involves final assembly based on customer orders.Answer: Justification: The main benefit of mass customization is the ability to provide a wide range of product options tailored to individual customers while
maintaining low inventory levels, thus enhancing flexibility and efficiency.Literature on mass customization strategiesCase studies on successful mass customization implementations

QUESTION 80
Keeping all other factors equal, a company typically will try to maintain higher service levels for products with:

A. wider variety.

B. shorter lead time.

C. higher profit margins.

D. lower sales volumes.

Correct Answer:
Section:
Explanation:
Context: Companies often prioritize service levels based on the profitability of their products.Options Breakdown:A . Wider variety: While a wider variety can attract more customers, it does not directly influence the
prioritization of service levels.B . Shorter lead time: Short lead times are desirable but not the primary reason for maintaining higher service levels.C . Higher profit margins: Products with higher profit margins contribute
more significantly to the company's bottom line, justifying higher service levels to ensure customer satisfaction and repeat business.D . Lower sales volumes: Lower sales volumes typically do not warrant higher service levels
due to their limited impact on overall profitability.Answer: Justification: Companies aim to maintain higher service levels for high-margin products to maximize profitability and customer retention.Supply chain management
textbooksIndustry practices on service level prioritization

QUESTION 81
A large manufacturer wanting to be more competitive in the global market place decided to outsource its transportation and return processing to other companies on a contractual basis. The companies providing the services
would be referred to as:

A. fourth party logistics providers.

B. third party logistics providers.

C. retail services providers.

D. distribution services providers.

Correct Answer:
Section:
Explanation:
Context: The manufacturer is outsourcing transportation and return processing functions to external companies.Options Breakdown:A . Fourth party logistics providers: Typically manage multiple 3PLs and provide
comprehensive supply chain solutions.B . Third party logistics providers: Offer specific logistics services, such as transportation and return processing, on a contractual basis.C . Retail services providers: Focus on services for
retail operations, not logistics.D . Distribution services providers: While they handle distribution, the term is not as specific as 3PL for the services described.Answer: Justification: Third party logistics providers (3PLs) specialize
in outsourced logistics services like transportation and returns processing, fitting the scenario described.Logistics and supply chain management literatureDefinitions and roles of 3PLs in industry standards

QUESTION 82
Companies are more likely to consider the consequences of their product design decisions when they view the reverse supply chain as an extension of the:

A. forward supply chain.

B. marketing process.

C. manufacturing process.

D. sales and operations planning process.

Correct Answer:
Section:
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Explanation:
Context: Viewing the reverse supply chain as an extension of another process influences product design considerations.Options Breakdown:A . Forward supply chain: Integrating reverse logistics with the forward supply chain
emphasizes the full lifecycle of the product, encouraging sustainable and efficient design choices.B . Marketing process: While marketing may influence product design, it does not directly address the reverse supply chain.C .
Manufacturing process: Focuses on production efficiency but does not encompass the end-to-end supply chain.D . Sales and operations planning process: Involves aligning supply and demand but does not directly extend to
reverse logistics.Answer: Justification: Viewing the reverse supply chain as an extension of the forward supply chain ensures that design decisions account for the entire lifecycle, including end-of-life management.Reverse
logistics and supply chain sustainability literatureCase studies on lifecycle management in supply chains

QUESTION 83
The primary reason for a firm to pursue strategic supply chain activities is to:

A. gain competitive advantage.

B. reduce total cost of ownership (TCO).

C. decrease inventory.

D. increase product life cycles.

Correct Answer:
Section:
Explanation:
Context: Strategic supply chain activities are pursued to achieve long-term business objectives.Options Breakdown:A . Gain competitive advantage: Strategic activities enhance a firm's market position through improved
efficiency, customer service, and innovation.B . Reduce total cost of ownership (TCO): While important, this is often a tactical goal rather than the primary strategic driver.C . Decrease inventory: Inventory reduction is a
tactical benefit but not the main strategic reason.D . Increase product life cycles: Extending product life cycles can be a goal, but it is not the primary strategic driver.Answer: Justification: The primary reason for engaging in
strategic supply chain activities is to gain a competitive advantage by enhancing overall performance and customer satisfaction.Strategic supply chain management literatureIndustry analyses on the benefits of strategic
supply chain initiatives

QUESTION 84
A firm supplies a single line of products to consumers using retail stores and on-line sales, distributors, and wholesalers. Currently the firm has common pricing and response times for sales in each sales channel. Which of the
following tools is most appropriate to employ to improve profitability?

A. Customer segmentation

B. Customer-facing ordering systems

C. Customer relationship management (CRM)

D. Supply Chain Operations Reference (SCOR)

Correct Answer:
Section:
Explanation:
Context: The firm uses common pricing and response times across different sales channels and seeks to improve profitability.Options Breakdown:A . Customer segmentation: Allows the firm to tailor pricing and service levels
to different customer groups based on their specific needs and value, enhancing profitability.B . Customer-facing ordering systems: Improve the ordering process but do not directly impact pricing or profitability.C . Customer
relationship management (CRM): Helps manage customer interactions but does not directly address segmentation for pricing.D . Supply Chain Operations Reference (SCOR): Provides a framework for improving supply chain
processes but is not directly focused on customer segmentation.Answer: Justification: By employing customer segmentation, the firm can differentiate pricing and service levels to better match customer value and demand
patterns, thereby improving profitability.Marketing and supply chain management literatureBest practices in customer segmentation for profitability enhancement

QUESTION 85
A company has been delivering a global product that no longer appears profitable. Senior management's best response is to:

A. analyze product profitability by market segment.

B. discontinue the product based on eroding profitability.

C. provide additional incentives to the sales force.
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D. increase promotional activity across all markets.

Correct Answer:
Section:
Explanation:
Context: A global product is no longer appearing profitable, requiring senior management to take action.Options Breakdown:A . Analyze product profitability by market segment: This involves examining which segments of the
market are contributing to profitability and which are not, providing insight into targeted strategies to improve or discontinue specific segments.B . Discontinue the product based on eroding profitability: This is a drastic
measure that may overlook profitable segments.C . Provide additional incentives to the sales force: This may not address the underlying profitability issues and could increase costs.D . Increase promotional activity across all
markets: This could be costly and ineffective if the product is fundamentally unprofitable in certain segments.Answer: Justification: By analyzing product profitability by market segment, senior management can make
informed decisions on whether to focus efforts on more profitable segments, adjust strategies, or discontinue specific segments.Marketing and profitability analysis literatureCase studies on strategic decision-making for
product lines

QUESTION 86
A main benefit of using customer relationship management (CRM) is:

A. maximization of on-time delivery.

B. minimization of product returns.

C. identification of customers with high lifetime value.

D. finding new markets for existing products and services.

Correct Answer:
Section:
Explanation:
Context: Customer relationship management (CRM) systems offer various benefits, including better understanding of customer behaviors and profitability.Options Breakdown:A . Maximization of on-time delivery: This is an
operational benefit but not the primary benefit of CRM.B . Minimization of product returns: While CRM can influence returns, it is not its main benefit.C . Identification of customers with high lifetime value: CRM systems are
designed to gather detailed customer data, enabling businesses to identify and focus on high-value customers.D . Finding new markets for existing products and services: This is more of a marketing function rather than a
direct benefit of CRM.Answer: Justification: The primary benefit of CRM is the ability to identify customers with high lifetime value, allowing businesses to tailor their efforts and resources towards retaining and maximizing
value from these customers.CRM implementation guidesCase studies on CRM benefitsTopic 2, Supply Chain Strategy, Design, and Compliance

QUESTION 87
A company's product cannot be sold beyond 12 months from the date of manufacture. The product contains hazardous material and must be returned to the factory to be neutralized. This situation is an example of product:

A. reuse.

B. remanufacturing.

C. recovery.

D. refurbishing.

Correct Answer:
Section:
Explanation:
returned for neutralization.Options Breakdown:A . Reuse: Reusing products implies they can be used again in their current form, which is not the case here.B . Remanufacturing: This involves disassembling and rebuilding
products, which is not mentioned.C . Recovery: Recovery involves the process of retrieving and neutralizing hazardous materials to prevent harm, fitting the scenario described.D . Refurbishing: Refurbishing typically involves
minor repairs and improvements to used products, not neutralizing hazardous materials.Answer: Justification: The scenario describes a recovery process where the hazardous material in the product is managed to ensure
safety and compliance.Hazardous materials management literatureReverse logistics and product recovery studies

QUESTION 88
A manufacturer offers a trade-in allowance on a new machine when the customer returns the old machine. The manufacturer reconditions the returned machine locally and then sells it on the used market for a profit. This
program is an example of a focus on:
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A. environmentally sensitive engineering.

B. gray box design.

C. green manufacturing.

D. sustainability in operations.

Correct Answer:
Section:
Explanation:
Context: The manufacturer offers a trade-in allowance, reconditions the returned machine, and sells it for profit, highlighting a focus on sustainable practices.Options Breakdown:A . Environmentally sensitive engineering:
While this relates to designing products with the environment in mind, it is not as broad as sustainability.B . Gray box design: This involves collaborative design processes and is not directly relevant.C . Green manufacturing:
Focuses on environmentally friendly production processes but does not encompass the entire trade-in and resale program.D . Sustainability in operations: This broader concept includes environmentally friendly practices,
economic viability, and social responsibility, fitting the described program.Answer: Justification: The program exemplifies sustainability in operations by encouraging recycling and reuse of machines, reducing waste, and
generating profit through reconditioning.Sustainability and green operations literatureCase studies on sustainable manufacturing practices

QUESTION 89
The social dimension of sustainability typically would be addressed when developing and implementing policies regarding:

A. accounting practices.

B. biodiversity protection.

C. conflicts of interest.

D. waste reduction.

Correct Answer: C
Section:
Explanation:
The social dimension of sustainability focuses on aspects that impact people and society. When developing and implementing policies, addressing conflicts of interest is directly related to the social dimension. This includes
ensuring fair labor practices, promoting ethical behavior, and maintaining transparency and integrity in decision-making processes. Conflicts of interest can undermine trust and fairness in the workplace, affecting employee
morale, community relations, and overall social responsibility.
Accounting practices primarily relate to the economic dimension of sustainability.
Biodiversity protection is part of the environmental dimension.
Waste reduction also falls under the environmental dimension.
Therefore, conflicts of interest align with the social dimension by fostering an ethical and fair working environment.
Elkington, J. (1997). 'Cannibals with Forks: The Triple Bottom Line of 21st Century Business.'
United Nations Global Compact. (2021). 'The Ten Principles of the UN Global Compact.'

QUESTION 90
Which of the following actions is in accordance with the Ten Principles in the United Nations (UN) Global Compact?

A. Preventing a group of employees from forming a collective bargaining (union) group

B. Paying different wages in different parts of the world for a given job classification

C. Requiring an individual to pay a fee for consideration in hiring or promotion decisions

D. Withholding certain employment opportunities from specific groups of people

Correct Answer: B
Section:
Explanation:
The Ten Principles of the UN Global Compact cover areas related to human rights, labor, environment, and anti-corruption. Principle 6 specifically states the elimination of discrimination in respect of employment and
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occupation, which includes ensuring fair wages. However, paying different wages in different parts of the world for a given job classification can be acceptable if it reflects local living standards and economic conditions,
ensuring fair compensation in each context.
Preventing a group of employees from forming a collective bargaining (union) group violates Principle 3, which supports the right to collective bargaining.
Requiring an individual to pay a fee for consideration in hiring or promotion decisions breaches principles related to non-discrimination and fair labor practices.
Withholding certain employment opportunities from specific groups of people directly violates Principles 1 and 6, which promote human rights and anti-discrimination.
United Nations Global Compact. (2021). 'The Ten Principles of the UN Global Compact.'
International Labour Organization (ILO). (2021). 'Global Wage Report 2020-21.'

QUESTION 91
The most appropriate reason for a business to comply with the United Nations (UN) Global Compact practices typically would be to:

A. enhance the competitive advantage.

B. gain access to proven management tools.

C. reduce the threat of organized labor.

D. reduce the cost of operating in multiple countries.

Correct Answer: A
Section:
Explanation:
Complying with the United Nations (UN) Global Compact practices can enhance a company's competitive advantage by improving its reputation, attracting socially conscious consumers, and fostering loyalty among
stakeholders. This compliance demonstrates a commitment to sustainable and ethical practices, which can differentiate a business in the marketplace.
Gaining access to proven management tools is not the primary reason for compliance, though it can be a secondary benefit.
Reducing the threat of organized labor is not aligned with the principles of the UN Global Compact, which support fair labor practices.
Reducing the cost of operating in multiple countries is not a typical reason for compliance; in fact, adhering to these principles might sometimes increase costs in the short term but provide long-term benefits.
United Nations Global Compact. (2021). 'The Ten Principles of the UN Global Compact.'
Porter, M. E., & Kramer, M. R. (2006). 'Strategy and Society: The Link Between Competitive Advantage and Corporate Social Responsibility.' Harvard Business Review.

QUESTION 92
A company most likely would consider moving a portion of its manufacturing to a second location to:

A. improve competitive advantage through cost control.

B. avoid manufacturing downtime due to material shortages.

C. maximize security for customer shipments.

D. minimize the impact of natural disasters.

Correct Answer: D
Section:
Explanation:
A company would consider moving a portion of its manufacturing to a second location to minimize the impact of natural disasters. This strategy, known as geographical diversification, helps ensure continuity of operations by
spreading risk across different locations. If one site is affected by a natural disaster, the other location can continue to operate, thus minimizing downtime and ensuring a steady supply to customers.
Improving competitive advantage through cost control is more associated with outsourcing or offshoring to lower-cost regions.
Avoiding manufacturing downtime due to material shortages typically involves supply chain optimization rather than relocating manufacturing.
Maximizing security for customer shipments pertains to logistics and transportation security measures, not manufacturing location.
Chopra, S., & Meindl, P. (2016). 'Supply Chain Management: Strategy, Planning, and Operation.'
Sheffi, Y. (2005). 'The Resilient Enterprise: Overcoming Vulnerability for Competitive Advantage.'

QUESTION 93
Which of the following strategies can be used to help manage global risks?
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A. Direct shipment

B. Cross-docking

C. Mass customization

D. Flexibility

Correct Answer: D
Section:
Explanation:
Managing global risks requires strategies that allow a supply chain to adapt quickly to unexpected changes or disruptions. Flexibility in the supply chain can help manage global risks by enabling companies to adjust their
operations in response to unforeseen events, such as natural disasters, geopolitical tensions, or changes in market demand. This might involve diversifying suppliers, utilizing multiple transportation modes, or adopting
flexible manufacturing systems.
Direct shipment refers to sending products directly from supplier to customer, which might not address broader global risks.
Cross-docking is a logistics practice that involves unloading goods from inbound transport and loading them directly onto outbound transport, without warehousing. It optimizes efficiency but does not inherently manage
global risks.
Mass customization is a production strategy that combines elements of mass production and customization but does not directly address global risk management.
Chopra, S., & Meindl, P. (2016). 'Supply Chain Management: Strategy, Planning, and Operation.'
Sheffi, Y. (2005). 'The Resilient Enterprise: Overcoming Vulnerability for Competitive Advantage.'

QUESTION 94
Potential customers of a company's new product have tight tolerance requirements. The company plans to purchase a critical component. To meet customer requirements, the company should first:

A. implement statistical process control for the component.

B. bring manufacturing of the critical component in-house.

C. develop an alternate source of supply.

D. certify the supplier of the component.

Correct Answer: D
Section:
Explanation:
When a company plans to purchase a critical component with tight tolerance requirements, the first step to meet customer requirements should be to certify the supplier. Supplier certification ensures that the supplier has
the capability to consistently produce components that meet the required specifications. This involves assessing the supplier's quality management systems, production processes, and adherence to standards.
Implementing statistical process control for the component is important but typically comes after supplier certification.
Bringing manufacturing of the critical component in-house is a significant strategic decision and not necessarily the first step.
Developing an alternate source of supply is a risk mitigation strategy but does not directly address meeting tight tolerance requirements initially.
Juran, J. M., & Godfrey, A. B. (1999). 'Juran's Quality Handbook.'
Burt, D. N., Petcavage, S., & Pinkerton, R. L. (2010). 'Supply Management.'

QUESTION 95
A company's supply chain depends heavily on sourcing from international suppliers. Conditions increasingly threaten supply continuity. Which of the following actions is most appropriate?

A. Source from domestic suppliers.

B. Conduct a risk assessment.

C. Carry additional safety stock.

D. Spread logistics across multiple carriers.

Correct Answer: B
Section:
Explanation:
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When supply continuity is threatened due to heavy dependence on international suppliers, the most appropriate action is to conduct a risk assessment. This involves systematically identifying potential risks, evaluating their
impact, and developing strategies to mitigate them. The risk assessment provides a comprehensive understanding of vulnerabilities and helps in making informed decisions on sourcing strategies, inventory management, and
logistics.
Sourcing from domestic suppliers may reduce some risks but might not be feasible or cost-effective without a thorough assessment.
Carrying additional safety stock is a mitigation strategy but does not address the root cause of supply risk.
Spreading logistics across multiple carriers can help manage transportation risks but does not cover the broader supply chain risks.
Christopher, M. (2011). 'Logistics & Supply Chain Management.'
Waters, D. (2011). 'Supply Chain Risk Management: Vulnerability and Resilience in Logistics.'

QUESTION 96
Managing supply chain risks includes which of the following activities?

A. Developing alternatives to key suppliers

B. Setting aside funds for disruption-recovery efforts

C. Charging each supply chain partner a portion of risk cost

D. Creating extra inventory to cover disruptions in the supply chain

Correct Answer: A
Section:
Explanation:
Managing supply chain risks includes developing alternatives to key suppliers. This ensures that if one supplier faces disruption, there are other options available to maintain the supply chain continuity. Diversifying the
supplier base reduces dependency on a single source and enhances resilience.
Setting aside funds for disruption-recovery efforts is a financial strategy, not a supply chain management activity.
Charging each supply chain partner a portion of risk cost may not be feasible or effective in managing risks.
Creating extra inventory to cover disruptions is a common strategy but it is not a proactive risk management activity like developing alternative suppliers.
Chopra, S., & Sodhi, M. S. (2004). 'Managing Risk to Avoid Supply-Chain Breakdown.' Harvard Business Review.
Tang, C. S. (2006). 'Perspectives in Supply Chain Risk Management.'
Top of Form

QUESTION 97
The most important challenge to consider when sourcing globally is:

A. the identification of sources capable of producing the materials.

B. the availability of low-cost labor and energy.

C. complying with specific import/export issues.

D. balancing the difference between piece price and total cost.

Correct Answer: D
Section:
Explanation:
When sourcing globally, the most important challenge is balancing the difference between piece price and total cost. The piece price is the direct cost of purchasing the material, while the total cost includes all associated
costs such as transportation, tariffs, warehousing, lead times, and risk of supply chain disruptions. Focusing solely on the piece price can lead to underestimating the actual cost implications of global sourcing, thus impacting
the overall profitability and efficiency of the supply chain.
Identification of sources capable of producing the materials is important but not the primary challenge.
Availability of low-cost labor and energy is a factor but does not address the comprehensive cost considerations.
Complying with specific import/export issues is a regulatory challenge but is part of the total cost consideration.
Monczka, R. M., Handfield, R. B., Giunipero, L. C., & Patterson, J. L. (2015). 'Purchasing and Supply Chain Management.'
Christopher, M. (2011). 'Logistics & Supply Chain Management.'
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QUESTION 98
A toy company decides to buy more products from an overseas company to reduce costs. To make sure that goods clear customs more quickly, the company most likely would engage a:

A. consolidator.

B. overseas carrier.

C. shipping association.

D. freight forwarder.

Correct Answer: D
Section:
Explanation:
To ensure that goods clear customs more quickly when sourcing products from overseas, a company should engage a freight forwarder. Freight forwarders specialize in logistics and transportation, handling all aspects of the
shipping process including documentation, customs clearance, and coordination with carriers. They have expertise in navigating customs regulations and can expedite the clearance process, reducing delays and associated
costs.
A consolidator combines smaller shipments into a single larger shipment but does not specifically handle customs clearance.
An overseas carrier transports goods but does not manage customs processes.
A shipping association might provide support and resources but is not directly involved in customs clearance.
Coyle, J. J., Langley, C. J., Novack, R. A., & Gibson, B. J. (2016). 'Supply Chain Management: A Logistics Perspective.'
Murphy, P. R., & Knemeyer, A. M. (2018). 'Contemporary Logistics.'

QUESTION 99
When an importer and manufacturer are operating in a free trade zone, payment of a customs duty is triggered when products are:

A. returned.

B. assembled.

C. stored.

D. distributed.
U S. Customs and Border Protection. (2020). 'What are the Benefits of a Foreign-Trade Zone?' World Bank. (2011). 'Customs Modernization Handbook.'

Correct Answer: D
Section:
Explanation:
In a free trade zone (FTZ), payment of customs duties is triggered when products are distributed. Goods can be imported into an FTZ without paying duties immediately. Duties are deferred until the goods leave the FTZ and
enter the domestic market for distribution. This allows companies to store, assemble, and even manufacture products within the FTZ without incurring immediate duty costs, thus optimizing cash flow and reducing costs.
Returned products might not necessarily trigger duty payment if they do not enter the domestic market.
Assembled products within the FTZ do not trigger duty payment until they are distributed.
Stored goods in the FTZ do not require duty payment until they are removed for domestic distribution.

QUESTION 100
In an advanced planning system, which of the following modules feeds the master planning module?

A. Purchasing planning

B. Demand planning

C. Distribution planning

D. Fulfillment planning

Correct Answer: B
Section:
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Explanation:
In an advanced planning system (APS), the demand planning module feeds the master planning module. Demand planning involves forecasting customer demand and creating a demand plan that considers historical data,
market trends, and other factors. This information is crucial for the master planning module, which uses it to develop production, procurement, and inventory plans to meet the forecasted demand efficiently.
Purchasing planning focuses on procurement activities and is influenced by the master plan.
Distribution planning deals with the logistics of distributing products and relies on the master plan.
Fulfillment planning involves ensuring customer orders are fulfilled, also based on the master plan.
Stadtler, H., Kilger, C., & Meyr, H. (2014). 'Supply Chain Management and Advanced Planning: Concepts, Models, Software, and Case Studies.'
Chopra, S., & Meindl, P. (2016). 'Supply Chain Management: Strategy, Planning, and Operation.'

QUESTION 101
The globalization of a supply chain typically increases uncertainty and:

A. production lead time.

B. local competition.

C. documentation complexity.

D. product standardization.

Correct Answer: A
Section:
Explanation:
The globalization of a supply chain typically increases uncertainty and production lead time. When a supply chain becomes global, it involves longer distances, multiple transportation modes, and more complex logistics
operations, all of which contribute to longer lead times. Additionally, global supply chains face uncertainties such as customs delays, geopolitical issues, variability in supplier performance, and risks of natural disasters, which
further exacerbate production lead times.
Local competition might increase due to globalization, but it is not directly related to the uncertainties in the supply chain.
Documentation complexity increases with globalization but is a part of the logistical complexities rather than the core uncertainty affecting production lead times.
Product standardization is not a consequence of increased uncertainty but rather a strategy used to manage complexity.
Christopher, M. (2011). 'Logistics & Supply Chain Management.'
Chopra, S., & Meindl, P. (2016). 'Supply Chain Management: Strategy, Planning, and Operation.'

QUESTION 102
A company originally based in Germany sets up companies in India, China, Vietnam, Mexico, and Brazil. It sources most of the raw materials locally and employs the local workforce to manage and produce finished goods.
Most of the goods produced are consumed in the same country. The company can be classified as what type of enterprise?

A. Globally integrated

B. Domestic

C. Multinational

D. Virtual

Correct Answer: C
Section:
Explanation:
A company that sets up operations in multiple countries, sources materials locally, employs a local workforce, and primarily consumes the goods within each local market can be classified as a multinational enterprise.
Multinational companies operate in several countries but manage their operations and strategies based on local needs and market conditions. This structure allows them to benefit from local resources and market proximity
while maintaining a global presence.
Globally integrated enterprises manage their operations as a single global entity with integrated processes across borders.
Domestic enterprises operate primarily within a single country's borders.
Virtual enterprises operate primarily through digital means without significant physical presence.
Bartlett, C. A., & Beamish, P. W. (2011). 'Transnational Management: Text, Cases & Readings in Cross-Border Management.'
Hill, C. W. L., & Hult, G. T. M. (2019). 'International Business: Competing in the Global Marketplace.'
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QUESTION 103
When doing international business, a company's total line-haul costs will vary with the:

A. weight shipped.

B. distance shipped.

C. pallets shipped.

D. volume shipped.

Correct Answer: B
Section:
Explanation:
In international business, a company's total line-haul costs will vary with the distance shipped. Line-haul costs refer to the expenses associated with the transportation of goods over long distances. These costs are primarily
dependent on the distance between the origin and destination, as longer distances generally incur higher fuel, labor, and vehicle maintenance costs.
Weight shipped affects the cost, but the primary variation in line-haul costs is due to distance.
Pallets shipped and volume shipped are factors that influence transportation costs but are more related to load optimization and handling rather than the core distance-related costs.
Coyle, J. J., Langley, C. J., Novack, R. A., & Gibson, B. J. (2016). 'Supply Chain Management: A Logistics Perspective.'
Bowersox, D. J., Closs, D. J., & Cooper, M. B. (2013). 'Supply Chain Logistics Management.'

QUESTION 104
Customizing can be an effective warehousing strategy because it allows a company to:

A. allocate available storage space to optimize handling costs.

B. address trade-offs between space and material handling needs.

C. effectively design its inbound and outbound dock areas.

D. add value to the product through modification, labeling, and packaging.

Correct Answer: D
Section:
Explanation:
Customizing can be an effective warehousing strategy because it allows a company to add value to the product through modification, labeling, and packaging. By customizing products closer to the point of delivery, companies
can better meet specific customer requirements, reduce lead times, and improve overall customer satisfaction. This strategy also enables companies to respond quickly to market changes and reduce inventory holding costs.
Allocating available storage space to optimize handling costs is important but is not the primary reason for customizing.
Addressing trade-offs between space and material handling needs is part of warehouse management but does not highlight the value-adding aspect of customization.
Effectively designing its inbound and outbound dock areas improves efficiency but does not directly involve customization.
Frazelle, E. (2002). 'World-Class Warehousing and Material Handling.'
Richards, G. (2017). 'Warehouse Management: A Complete Guide to Improving Efficiency and Minimizing Costs in the Modern Warehouse.'

QUESTION 105
Which of the following measures effectively evaluates overall resources in a distribution warehouse?

A. Throughput

B. Cube utilization

C. Filled pallet positions

D. Labor efficiency

Correct Answer: A
Section:
Explanation:
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Throughput is an effective measure to evaluate the overall resources in a distribution warehouse. It refers to the amount of material or items passing through the warehouse system within a given time period. High
throughput indicates efficient processing and movement of goods, reflecting the warehouse's capability to handle large volumes. Throughput considers various resources including labor, equipment, and space utilization,
providing a comprehensive evaluation of warehouse performance.
Cube utilization measures the use of available storage space but does not evaluate all resources.
Filled pallet positions indicates storage capacity usage but lacks a complete view of warehouse activity.
Labor efficiency focuses on workforce productivity but does not encompass other resources such as equipment and space.
Frazelle, E. (2002). 'World-Class Warehousing and Material Handling.'
Tompkins, J. A., & Smith, J. D. (1998). 'The Warehouse Management Handbook.'

QUESTION 106
A manufacturer of consumer packaged goods with a single plant and nine regional distribution centers is considering reducing the number of distribution centers in its system. Reducing the number of distribution centers
most likely will reduce fixed warehousing and the cost of:

A. storing cycle inventory in the distribution centers.

B. storing finished-goods inventory at the manufacturing plants.

C. transportation from the distribution centers to the customer.

D. transportation from the plant to the distribution centers.

Correct Answer: D
Section:
Explanation:
Reducing the number of distribution centers in a system typically reduces the fixed warehousing costs and the cost of transportation from the plant to the distribution centers. Fewer distribution centers mean fewer locations
to transport goods to, thus reducing transportation expenses. While there might be increased costs in other areas, such as longer shipping distances to customers, the primary savings come from reduced transportation and
warehousing costs associated with the distribution centers.
Storing cycle inventory in the distribution centers might still incur costs depending on inventory levels and turnover.
Storing finished-goods inventory at the manufacturing plants might increase if fewer distribution centers result in holding more inventory at the plant.
Transportation from the distribution centers to the customer might increase due to longer distances from fewer centers.
Chopra, S., & Meindl, P. (2016). 'Supply Chain Management: Strategy, Planning, and Operation.'
Bowersox, D. J., Closs, D. J., & Cooper, M. B. (2013). 'Supply Chain Logistics Management.'

QUESTION 107
Benchmarking a firm's performance against industry competitors is most valuable because it can reveal:

A. a competitor's manufacturing processes.

B. a firm's leadership ranking relative to industry peers.

C. which processes require improvement.

D. that no further improvement is possible.

Correct Answer: C
Section:
Explanation:
Benchmarking a firm's performance against industry competitors is valuable because it can reveal which processes require improvement. By comparing key performance indicators (KPIs) with industry standards and best
practices, firms can identify gaps in their operations and prioritize areas needing enhancement. This process-driven approach helps companies focus on specific improvements to gain competitive advantages.
A competitor's manufacturing processes may not be fully disclosed or comparable.
A firm's leadership ranking relative to industry peers provides insight but does not specify improvement areas.
That no further improvement is possible is unrealistic, as continuous improvement is a key principle in operations management.
Camp, R. C. (1989). 'Benchmarking: The Search for Industry Best Practices that Lead to Superior Performance.'
Kaplan, R. S., & Norton, D. P. (1996). 'The Balanced Scorecard: Translating Strategy into Action.'
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QUESTION 108
Distribution from which of the following types of sites enables goods to enter a country, undergo further modification, and then be exported without paying customs duties?

A. Public warehouse

B. Value-added territory

C. Free trade zone

D. Customs clearing house
U S. Customs and Border Protection. (2020). 'What are the Benefits of a Foreign-Trade Zone?' World Bank. (2011). 'Customs Modernization Handbook.'

Correct Answer: C
Section:
Explanation:
Distribution from a free trade zone (FTZ) enables goods to enter a country, undergo further modification, and then be exported without paying customs duties. FTZs are designated areas where businesses can conduct
manufacturing, assembly, and other processes on imported goods without being subject to customs duties until the goods leave the zone for domestic consumption. This allows companies to add value to products and re-
export them cost-effectively.
Public warehouse is a facility for storing goods but does not offer customs duty advantages.
Value-added territory is not a standard term in international trade.
Customs clearing house assists with customs paperwork but does not provide duty-free processing.

QUESTION 109
An increase in the inventory turnover rate for a supply chain typically would indicate that there has been a reduction in:

A. prices to the end user.

B. supply chain cost of sales.

C. the manufacturer's inventory.

D. the total supply chain inventory.

Correct Answer: D
Section:
Explanation:
An increase in the inventory turnover rate indicates that a company is selling its inventory more quickly. This typically means that the total amount of inventory held at various points in the supply chain has decreased. The
higher turnover rate reflects more efficient inventory management, leading to:
Reduced Inventory Levels: Less inventory is being held in warehouses, leading to lower storage costs and reduced risk of obsolescence.
Improved Cash Flow: Faster inventory turnover means that cash is not tied up in inventory, improving liquidity.
Better Demand Forecasting: Enhanced forecasting and supply chain coordination reduce the need for high safety stock levels.
While the options A, B, and C may be indirectly affected, the primary indication of an increased inventory turnover rate is the reduction in total supply chain inventory.
'Principles of Inventory Management: When You Are Down to Four, Order More' by John A. Muckstadt.
APICS Dictionary, 16th edition.

QUESTION 110
Bar codes and radio frequency identification systems are key technologies in supply chain systems because they perform which of the following functions?

A. Tracking truck locations on cross-country deliveries

B. Facilitating timely and accurate data acquisition

C. Providing paperless invoicing of goods

D. Producing schedule broadcasts for suppliers

Correct Answer: B
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Section:
Explanation:
Bar codes and Radio Frequency Identification (RFID) systems are critical technologies in supply chain systems because they:
Data Acquisition: Enable the timely and accurate capture of data related to inventory, shipments, and other supply chain activities.
Tracking: Provide real-time visibility into the location and status of items within the supply chain.
Efficiency: Reduce manual data entry errors and streamline processes such as receiving, inventory management, and order fulfillment.
Tracking truck locations on cross-country deliveries (A) is typically done using GPS technology. Providing paperless invoicing of goods (C) and producing schedule broadcasts for suppliers (D) are not primary functions of bar
codes and RFID systems.
'RFID in Logistics: A Practical Introduction' by Erick C. Jones and Christopher A. Chung.
APICS Dictionary, 16th edition.

QUESTION 111
When implementing e-commerce in the supply chain, a company's toughest challenge most likely will be:

A. getting all vendors to computerize.

B. translating data into universal standards.

C. convincing the information technology department of the value.

D. explaining the reason for change to customers.

Correct Answer: B
Section:
Explanation:
When implementing e-commerce in the supply chain, one of the toughest challenges is ensuring that data can be universally understood and processed by different systems. This includes:
Data Standardization: Converting data from various vendors and partners into a common format.
Interoperability: Ensuring different systems can communicate and share data seamlessly.
Data Accuracy: Maintaining the accuracy and consistency of data across the supply chain.
While getting all vendors to computerize (A), convincing the IT department of the value (C), and explaining the reason for change to customers (D) are significant challenges, translating data into universal standards is often
the most complex due to the diverse systems and formats used by various entities in the supply chain.
'E-Commerce Logistics and Fulfillment: Delivering the Goods' by Deborah L. Bayles.
APICS Dictionary, 16th edition.

QUESTION 112
Implementation of supply chain applications based on which of the following technologies is most likely to have the lowest fixed costs?

A. Best of breed packages

B. One integrated package

C. Service-oriented architecture

D. Software-as-a-service

Correct Answer: D
Section:
Explanation:
Implementation of supply chain applications based on Software-as-a-Service (SaaS) is most likely to have the lowest fixed costs because:
No Infrastructure Investment: SaaS eliminates the need for significant upfront investment in hardware and infrastructure.
Subscription Model: SaaS is typically offered on a subscription basis, spreading costs over time rather than requiring a large initial capital expenditure.
Scalability: SaaS solutions can be easily scaled up or down based on demand, providing flexibility and cost efficiency.
Maintenance and Updates: The service provider manages maintenance and updates, reducing the need for internal IT resources and associated costs.
In contrast, best of breed packages (A), one integrated package (B), and service-oriented architecture (C) often require more substantial initial investments in technology and infrastructure.
'Supply Chain Management: Strategy, Planning, and Operation' by Sunil Chopra and Peter Meindl.
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APICS Dictionary, 16th edition.

QUESTION 113
In the Supply Chain Operations Reference-model (SCOR), the cash-to-cash cycle time for a manufacturing company is the number of days between which two of the following situations?

A. Paying for raw materials and getting paid for the product

B. Shipping the product from the warehouse and receiving it at the customer's location

C. Paying for raw materials and sending an invoice to the customer

D. Billing the customer and getting paid for the product

Correct Answer: A
Section:
Explanation:
The cash-to-cash cycle time in the SCOR model represents the duration it takes for a company to convert its investments in inventory and other resources into cash flows from sales. This metric is crucial for understanding the
efficiency of a company's supply chain and working capital management. It is calculated as the number of days between paying for raw materials (cash outflow) and receiving payment for the finished product (cash inflow).
This measure includes the time materials spend in production, the duration finished goods remain in inventory, and the time taken for the company to collect payment from customers.
Reference:
SCOR Model documentation by APICS
'Supply Chain Management: Strategy, Planning, and Operation' by Sunil Chopra and Peter Meindl

QUESTION 114
A product design that can be produced to requirements even when conditions in the production process are unfavorable typically is known as what type of design?

A. Universal

B. Computer-aided

C. Modular

D. Robust

Correct Answer: D
Section:
Explanation:
A robust product design is one that can consistently meet quality and performance requirements even under varying and adverse conditions in the production process. Robust design principles aim to make products less
sensitive to variations, ensuring high reliability and quality despite fluctuations in manufacturing environments, material properties, or operational conditions. This approach reduces the need for frequent adjustments and
can improve overall production efficiency.
Reference:
'Design for Six Sigma' by Kai Yang and Basem El-Haik
'Taguchi Techniques for Quality Engineering' by Phillip J. Ross

QUESTION 115
A company currently produces custom goods for a limited market. To increase market share, the company will implement a strategy to reduce the number of products it produces and reduce delivery lead time. The company
can increase its chances of achieving the strategy by:

A. using benchmark data for products in the same product groups.

B. incorporating results from market surveys.

C. involving customers in the product design process.

D. using electronic communications to receive customer complaints.

Correct Answer: C
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Section:
Explanation:
Involving customers in the product design process can significantly enhance a company's ability to meet market demands and reduce lead times. By incorporating customer feedback and requirements early in the design
phase, companies can develop products that better meet customer needs, reducing the number of iterations and redesigns. This customer-centric approach can also streamline production processes and reduce the
complexity and variety of products, leading to shorter delivery lead times and increased market share.
Reference:
'The Lean Product Playbook' by Dan Olsen
'Customer-Driven Product Development' by John Stark

QUESTION 116
Component commonality in manufacturing primarily allows a company to:

A. optimize production runs for the components.

B. use less-specialized machinery.

C. decrease single-minute exchange of die processes.

D. increase planning and control.

Correct Answer: A
Section:
Explanation:
Component commonality refers to the use of the same parts or components across multiple products. This strategy allows companies to optimize production runs for these components, leading to economies of scale,
reduced inventory costs, and simplified procurement processes. By standardizing components, companies can also improve production efficiency, reduce lead times, and enhance flexibility in manufacturing. Additionally, it
can facilitate better planning and control, as the demand for common components is aggregated across different products.
Reference:
'Operations Management: Processes and Supply Chains' by Lee J. Krajewski, Manoj K. Malhotra, and Larry P. Ritzman
'Managing Supply Chain Operations' by Lei Lei, Leonardo DeCandia, Ravi Subramanian, and Tugrul U. Daim

QUESTION 117
What is the primary benefit of using modular rather than integral designs?

A. Lower cost of manufacturing

B. Increased product performance

C. Greater responsiveness in marketing and production

D. Reduced complexity of bills of material

Correct Answer: C
Section:
Explanation:
Modular Design: In modular design, products are divided into smaller, interchangeable parts or modules. These modules can be independently created and then assembled into a complete product.
Integral Design: Integral design, on the other hand, involves creating products where components are closely linked and depend on each other to function properly. This can lead to higher performance but also to greater
complexity.
Benefit of Modular Design: The primary benefit of using a modular design is its ability to allow greater flexibility and adaptability. Since modules can be independently modified, upgraded, or replaced without affecting the
entire system, this enables quicker responses to changes in market demands, new technological advancements, or production needs.
Responsiveness in Marketing and Production: Modular designs allow companies to swiftly adapt their products to market requirements, reducing the time to market for new features or variations. This increased
responsiveness is crucial in highly competitive markets where customer preferences can change rapidly.
Ulrich, K. T., & Eppinger, S. D. (2012). Product Design and Development. McGraw-Hill Education.
Baldwin, C. Y., & Clark, K. B. (2000). Design Rules: The Power of Modularity. MIT Press.

QUESTION 118
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The process used to determine the impact of promotions, price discounts, and rebates on demand forecasts commonly is referred to as demand:

A. planning.

B. forecasting.

C. aggregating.

D. shaping.

Correct Answer: D
Section:
Explanation:
Demand Forecasting: This involves predicting future customer demand using historical data and market analysis.
Impact of Promotions: Understanding how promotional activities like discounts and rebates affect demand is crucial for accurate forecasting.
Demand Shaping: The process of adjusting and influencing customer demand through strategies such as promotions, discounts, and rebates is known as demand shaping. It involves proactively managing demand to align with
supply chain capabilities and strategic goals.
Purpose of Demand Shaping: This helps companies manage inventory, optimize production schedules, and improve customer satisfaction by aligning supply with anticipated demand.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.
Fisher, M., & Raman, A. (1996). Reducing the Cost of Demand Uncertainty through Accurate Response to Early Sales. Operations Research, 44(1), 87-99.

QUESTION 119
Organizations can take which of the following actions as an outcome of SWOT analysis?

A. Publish their internal positive factors.

B. Emphasize their internal negative factors.

C. Take advantage of external positive factors.

D. Control external negative factors.

Correct Answer: C
Section:
Explanation:
SWOT Analysis: SWOT stands for Strengths, Weaknesses, Opportunities, and Threats. It is a strategic planning tool used to identify internal and external factors that can impact an organization.
Internal Positive Factors: These are the strengths of the organization (Option A). Publishing them might not necessarily lead to a strategic action.
Internal Negative Factors: These are weaknesses (Option B), and emphasizing them is usually an internal effort for improvement rather than an actionable outcome.
External Positive Factors: These are opportunities (Option C). Taking advantage of these involves leveraging external conditions that can benefit the organization, leading to growth and competitive advantage.
External Negative Factors: These are threats (Option D), and while controlling them is important, taking advantage of opportunities is a proactive strategy that can yield significant benefits.
Reference: Strategic Management textbooks, SWOT Analysis tools and applications.

QUESTION 120
A company has decided to source, manufacture, and distribute its products from its own facilities located throughout the world. This strategy is best described as:

A. horizontal integration.

B. a universal distribution system.

C. vertical integration.

D. an outsourced supply chain.

Correct Answer: C
Section:
Explanation:
Definition: Vertical integration occurs when a company controls multiple stages of its supply chain, from raw materials to the final product distribution.
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Horizontal Integration (Option A): This refers to the acquisition of competitors or expansion within the same stage of the supply chain, not across multiple stages.
Universal Distribution System (Option B): This is not a standard term in supply chain management and does not accurately describe the scenario.
Vertical Integration (Option C): The company is sourcing, manufacturing, and distributing products from its own facilities globally, indicating control over multiple stages of the supply chain, characteristic of vertical
integration.
Outsourced Supply Chain (Option D): This would imply reliance on external partners for various supply chain functions, which is not the case here.
Reference: Supply Chain Management literature, Vertical Integration studies.

QUESTION 121
Risk pooling is a concept that suggests:

A. demand variability is increased if demand is disaggregated across locations.

B. demand variability is reduced if demand is disaggregated across locations.

C. demand variability is increased if demand is aggregated across locations.

D. demand variability is reduced if demand is aggregated across locations.

Correct Answer: D
Section:
Explanation:
Risk Pooling Concept: This involves consolidating demand across different locations to reduce variability and uncertainty.
Disaggregated Demand (Options A and B): Disaggregating demand increases variability because each location faces its own demand fluctuations independently.
Aggregated Demand (Options C and D): Aggregating demand smooths out the peaks and troughs by combining demand from multiple locations, reducing overall variability.
Correct Interpretation (Option D): Aggregating demand across locations allows for a more stable and predictable demand pattern, which simplifies inventory management and improves service levels.

QUESTION 122
The Global Reporting Initiative (GRI) is intended to:

A. track the country's general business practices for country-to-country comparisons.

B. provide guidance on best practices for preparing a sustainability report.

C. allow for appropriate tariffs and fees for cross-border shipments.

D. establish the minimum standards that a firm should achieve for best-in-class.

Correct Answer: B
Section:
Explanation:
The Global Reporting Initiative (GRI) is an international independent standards organization that helps businesses, governments, and other organizations understand and communicate their impacts on issues such as climate
change, human rights, and corruption. The GRI provides a comprehensive framework for sustainability reporting, which is designed to be used by organizations to report on their environmental, social, and governance (ESG)
performance. It offers guidelines that are widely recognized and used globally to ensure transparency and accountability in sustainability reporting. The primary purpose is to help organizations report their sustainability
impacts in a structured and reliable manner, thereby enhancing their credibility and comparability.
Reference: GRI Standards, Global Reporting Initiative website.

QUESTION 123
A group of trading partners that uses the triple bottom line (TBL) to measure its performance is focusing on:

A. green reverse logistics.

B. supply chain integration.

C. market share and profitability.

D. sustainable business practices.
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Correct Answer: D
Section:
Explanation:
The triple bottom line (TBL) is an accounting framework that incorporates three dimensions of performance: social, environmental, and financial. This framework encourages businesses to commit to focusing on social and
environmental concerns just as they do on profits. When a group of trading partners uses the TBL to measure its performance, they are focusing on sustainable business practices. This involves assessing the impacts of their
activities not only on profitability (economic performance) but also on people (social performance) and the planet (environmental performance), aiming for a balanced approach to business success.
Reference: Elkington, J. (1994). 'Towards the Sustainable Corporation: Win-Win-Win Business Strategies for Sustainable Development,' California Management Review.

QUESTION 124
The primary reason for having supply contracts appropriate for make-to-stock (MTS) and make-to-order (MTO) business environments is consideration of:

A. quality.

B. revenue.

C. risk.

D. market share.

Correct Answer: C
Section:
Explanation:
Supply contracts for make-to-stock (MTS) and make-to-order (MTO) business environments are primarily concerned with managing risk. In an MTS environment, products are manufactured based on forecasted demand,
which carries the risk of overproduction or underproduction. Conversely, in an MTO environment, products are made only after receiving customer orders, which mitigates inventory risk but may introduce risks related to lead
times and production capacity. Appropriate supply contracts help manage these risks by clearly defining terms related to delivery schedules, quantities, quality specifications, and penalties for non-compliance.
Reference: Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation.

QUESTION 125
Which of the following criteria is the primary factor when considering storage locations for high volume products?

A. Seasonality

B. Quality

C. Velocity

D. Perishability

Correct Answer: C
Section:
Explanation:
When considering storage locations for high volume products, the primary factor is velocity, which refers to the speed at which inventory moves through the supply chain. High-velocity products are those that are sold and
restocked frequently, so their storage locations should be optimized to ensure quick and efficient handling and transportation. This minimizes handling time and costs, reduces stockouts, and improves overall supply chain
efficiency. Storage locations should be strategically chosen to support fast turnover and easy access to these high-demand products.
Reference: Lambert, D. M., & Cooper, M. C. (2000). Issues in Supply Chain Management, Industrial Marketing Management.

QUESTION 126
Which of the following actions most likely will increase market share for products that are critical manufacturing components for customers?

A. Reducing prices below those of the competition

B. Providing a level of service to increase customer uptime

C. Incorporating the latest technology in the products

D. Storing a range of the products on customer sites
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Correct Answer: B
Section:
Explanation:
Increasing market share for products that are critical manufacturing components can be effectively achieved by providing a level of service that enhances customer uptime. Uptime refers to the operational time that the
customer's equipment or processes are available and functioning. By ensuring timely delivery, reliable quality, and quick response to service needs, suppliers can significantly reduce downtime for their customers, thereby
increasing customer satisfaction and loyalty. This high level of service differentiates the supplier from competitors and makes them a preferred partner, which can lead to increased market share.
Reference: Christopher, M. (2016). Logistics & Supply Chain Management.[

QUESTION 127
A shipping company investing to reduce damages due to weather conditions is an example of:

A. risk tolerance.

B. risk exposure.

C. risk mitigation.

D. risk resilience.

Correct Answer: C
Section:
Explanation:
Investing to reduce damages due to weather conditions is an example of risk mitigation. Risk mitigation involves taking proactive steps to reduce the adverse effects of potential risks. In this case, the shipping company is
investing in measures such as better packaging, improved weather forecasting systems, or reinforced shipping routes to protect against weather-related damages. These actions help to minimize the impact of weather risks on
their operations, ensuring more reliable and safe delivery of goods.
Reference: Waters, D. (2007). Supply Chain Risk Management: Vulnerability and Resilience in Logistics.

QUESTION 128
An organization is redesigning its processes to maximize the use of parallel operations. An expected outcome of this effort typically would include:

A. increased processing costs.

B. increased buffer capacity.

C. reduced requirement for support materials.

D. reduced lead times.

Correct Answer: D
Section:
Explanation:
Definition of Parallel Operations: Parallel operations involve performing multiple processes simultaneously, rather than sequentially, to improve efficiency and reduce the overall time taken to complete a series of tasks.
Impact on Lead Times: By redesigning processes to maximize the use of parallel operations, tasks that were previously dependent on one another can be performed at the same time. This overlap reduces the total time
required to complete all tasks, thus leading to reduced lead times.
Comparison with Other Options:
Increased Processing Costs (A): This is unlikely as parallel operations often lead to efficiency gains that can reduce costs.
Increased Buffer Capacity (B): Parallel operations do not necessarily impact buffer capacity; instead, they streamline workflows.
Reduced Requirement for Support Materials (C): While efficiencies might reduce some support material requirements, this is not a primary outcome.
Conclusion: The most direct and expected outcome of maximizing parallel operations is reduced lead times, improving overall process efficiency.
APICS Dictionary, 16th Edition.
'Operations Management' by William J. Stevenson.

QUESTION 129
In which of the following forms of electronic commerce do suppliers attempt to offer the lowest price to buyers?
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A. Dutch auction

B. Reverse auction

C. Business-to-business commerce (B2B)

D. Business-to-consumer sales (B2C)

Correct Answer: B
Section:
Explanation:
Definition of Reverse Auction: In a reverse auction, buyers post their requirements, and suppliers compete to offer the lowest price to secure the contract. This is the opposite of traditional auctions where buyers bid for
goods or services.
Mechanism: Suppliers submit lower bids to undercut their competitors, aiming to offer the most competitive price.
Comparison with Other Options:
Dutch Auction (A): In a Dutch auction, the price starts high and is lowered until a buyer accepts the price, used in specific scenarios but not primarily for lowest price competition.
Business-to-Business Commerce (B2B) (C): B2B encompasses a broad range of transactions between businesses but doesn't specifically focus on lowest price competition.
Business-to-Consumer Sales (B2C) (D): B2C involves selling products directly to consumers and does not primarily focus on suppliers offering the lowest price.
Conclusion: The reverse auction is the form of electronic commerce where suppliers aim to offer the lowest price to buyers.
'Supply Chain Management: Strategy, Planning, and Operation' by Sunil Chopra and Peter Meindl.
APICS Dictionary, 16th Edition.

QUESTION 130
Moving from engineer-to-order (ETO) to assembled-to-order (ATO) usually increases which of the following costs per unit?

A. Transportation

B. Inventory

C. Manufacturing

D. Procurement

Correct Answer: B
Section:
Explanation:
Definitions:
Engineer-to-Order (ETO): Products are designed and built to customer specifications after the order is received.
Assemble-to-Order (ATO): Products are assembled from pre-existing components after receiving an order.
Inventory Implications: Moving from ETO to ATO requires maintaining an inventory of components and subassemblies that can be quickly assembled into final products.
Increased Costs:
Inventory Costs: Increased because components need to be stocked to facilitate quick assembly.
Comparison with Other Costs:
Transportation (A): Costs per unit generally remain unaffected by the move from ETO to ATO.
Manufacturing (C): Manufacturing costs per unit typically decrease due to standardized components.
Procurement (D): Procurement costs might be streamlined due to bulk buying of components but do not necessarily increase per unit.
Conclusion: The shift to ATO usually increases inventory costs per unit due to the need for maintaining a stock of components.
'Manufacturing Planning and Control for Supply Chain Management' by Thomas E. Vollmann, William L. Berry, and David C. Whybark.
APICS Dictionary, 16th Edition.

QUESTION 131
A retailer that operates a three-level distribution network is considering eliminating one level in the network and shipping directly from the regional warehouses to the retail outlets. Which of the following outcomes is most
likely to result?
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A. Total transportation costs will decrease.

B. Retail outlet order frequency will decrease.

C. Deliveries to the retail outlets will decrease in number.

D. Risk pooling benefits will decrease.

Correct Answer: D
Section:
Explanation:
Three-Level Distribution Network: Involves central warehouses, regional warehouses, and retail outlets.
Risk Pooling: Aggregating inventory at fewer locations to reduce variability in demand and inventory costs.
Impact of Eliminating a Level:
Eliminating Regional Warehouses: Direct shipments from central warehouses to retail outlets reduce the aggregation points.
Decreased Risk Pooling: Fewer aggregation points mean demand variability is less smoothed out, leading to decreased risk pooling benefits.
Comparison with Other Outcomes:
Total Transportation Costs (A): Likely to increase due to more frequent direct shipments.
Retail Outlet Order Frequency (B): Might increase due to more frequent smaller shipments.
Deliveries to Retail Outlets (C): Likely to increase in number due to direct shipment requirements.
Conclusion: The most likely outcome is a decrease in risk pooling benefits.
'Designing and Managing the Supply Chain' by David Simchi-Levi, Philip Kaminsky, and Edith Simchi-Levi.
APICS Dictionary, 16th Edition.

QUESTION 132
Which of the following outcomes is the principal result of a successful sales and operations planning (S&OP) session?

A. Level production schedule

B. Cross-functional alignment

C. Increased sales

D. Strategic business plan

Correct Answer: B
Section:
Explanation:
Sales and Operations Planning (S&OP): A process to align production and demand, ensuring all functions work towards the same goals.
Principal Outcome: The key result of S&OP is achieving cross-functional alignment where all departments (sales, marketing, production, finance) collaborate and synchronize their plans.
Comparison with Other Outcomes:
Level Production Schedule (A): This can be a result but is not the principal outcome.
Increased Sales (C): This might be a long-term effect but not the direct result of S&OP sessions.
Strategic Business Plan (D): While S&OP supports strategic planning, the immediate outcome is better cross-functional coordination.
Conclusion: Successful S&OP results primarily in cross-functional alignment, ensuring that all departments are aligned with the business objectives.
'Sales and Operations Planning: The How-To Handbook' by Thomas F. Wallace and Robert A. Stahl.
APICS Dictionary, 16th Edition.

QUESTION 133
Which of the following documentation represents a carrier's method of charging for transportation services performed?

A. Shipment manifest

B. Bill of lading (B/L)

C. Letter of credit (L/C)
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D. Freight invoice

Correct Answer: D
Section:
Explanation:
A freight invoice is a bill issued by a carrier detailing the charges for transportation services provided. It itemizes the cost associated with the shipment, including the base freight rate, fuel surcharges, accessorial charges, and
any other fees applicable. The shipment manifest lists the cargo being transported, and a bill of lading (B/L) serves as a receipt and contract of carriage. A letter of credit (L/C) is a financial document ensuring payment for
shipped goods. Therefore, the freight invoice specifically represents the carrier's method of charging for transportation services.
Reference:
'Freight Invoice Definition.' Investopedia.
'Transportation Documentation.' CSCMP (Council of Supply Chain Management Professionals).

QUESTION 134
A company has prioritized customers A, B, and C, filling orders in that sequence. What are the impacts to customer service levels for customers B and C?

A. 100% service levels for B and C

B. Customer B has higher service level

C. Customer C has higher service level

D. Customer B and C have same service level

Correct Answer: B
Section:
Explanation:
In a prioritized order fulfillment system, customers are served based on their priority. If customers A, B, and C are prioritized in that sequence, customer A will always have the highest service level, followed by B, then C. Since
customer B is prioritized over C, customer B will have a higher service level compared to customer C. This prioritization affects the timeliness and reliability of order fulfillment for each customer.
Reference:
'Customer Prioritization in Supply Chain Management.' SCMWorld.
'Order Fulfillment Strategies.' APICS (Association for Supply Chain Management).

QUESTION 135
Which of the following performance measurements identifies supply chain flexibility?

A. Total days of inventory in supply goods

B. Customer order fill rate greater than 90 percent

C. Percent of unplanned orders that can be shipped within the same week

D. Reduction in order fulfillment lead time in a given period

Correct Answer: C
Section:
Explanation:
Supply chain flexibility is the ability of a supply chain to respond effectively to changes in customer demand, market conditions, or supply disruptions1. One of the performance measurements that identifies supply chain
flexibility is the percent of unplanned orders that can be shipped within the same week. This metric indicates how well a supply chain can handle unexpected or urgent orders from customers, without compromising the
service level or quality2. A higher percent of unplanned orders that can be shipped within the same week means a higher supply chain flexibility, as it shows that the supply chain can adapt quickly and efficiently to demand
fluctuations3.

QUESTION 136
A warehouse supervisor has discovered a shortage of material to fulfill a customer order. If the inventory report shows that there should be enough material to fill the order, what should be done next?
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A. Ask the customer to provide safety lead time.

B. Review service level for the safety stock.

C. Perform daily inventory counts.

D. Analyze the root cause of inventory differences.

Correct Answer: D
Section:
Explanation:
When a warehouse supervisor discovers a shortage of material despite inventory reports indicating sufficient stock, the next step should be to analyze the root cause of the discrepancy. This involves investigating potential
errors in inventory records, theft, damage, misplacement, or inaccuracies in stock counts. Identifying and addressing the root cause ensures accurate inventory management and prevents future discrepancies, thereby
improving order fulfillment reliability.
Reference:
'Inventory Management Best Practices.' ISM (Institute for Supply Management).
'Root Cause Analysis in Inventory Management.' APICS.

QUESTION 137
A product should be designed for a manufacturing process with the smallest number of:

A. operations, motions, and parts.

B. raw materials and purchase parts.

C. options to maximize cost savings.

D. operating supplies.

Correct Answer: A
Section:
Explanation:
Designing a product with the smallest number of operations, motions, and parts aims to simplify the manufacturing process, reduce production time, and minimize the potential for errors and defects. This approach, often
part of lean manufacturing and design for manufacturability principles, enhances efficiency and cost-effectiveness by streamlining production processes and reducing the need for complex assembly.
Reference:
'Design for Manufacturability and Assembly (DFMA).' SME (Society of Manufacturing Engineers).
'Lean Manufacturing Principles.' Lean Enterprise Institute.

QUESTION 138
Which of the following elements of total quality management (TQM) results in a lower overall cost of the product?

A. Aesthetics of the product

B. Prevention of failures

C. Speed to deliver

D. Compliance to regulations

Correct Answer: B
Section:
Explanation:
In Total Quality Management (TQM), preventing failures through proactive measures such as quality planning, training, and process improvement leads to a lower overall cost of the product. Preventive actions reduce the
incidence of defects, rework, and warranty claims, resulting in higher efficiency, better product quality, and cost savings over the product lifecycle.
Reference:
'Total Quality Management (TQM) Principles.' ASQ (American Society for Quality).
'Cost of Quality: Prevention vs. Failure Costs.' Quality Progress Magazine.
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QUESTION 139
Which of the following types of data most likely will be communicated between two parties who have formed a strategic alliance?

A. Stochastic

B. Proprietary

C. Bill of material (BOM)

D. Product specifications

Correct Answer: B
Section:
Explanation:
Strategic Alliance Definition: A strategic alliance is a formal agreement between two companies to work together towards common objectives while remaining independent.
Data Sharing in Alliances: In a strategic alliance, the data shared between parties is critical to achieving mutual goals and maintaining competitive advantage.
Types of Data:
Stochastic Data: Data that incorporates randomness and uncertainty, typically not the primary focus in a strategic alliance.
Proprietary Data: Confidential and exclusive information that gives a competitive edge, crucial for strategic alliances to develop joint strategies.
Bill of Material (BOM): A comprehensive list of parts, items, assemblies, and other materials required to create a product, which might be shared but is not as crucial as proprietary data.
Product Specifications: Detailed descriptions of a product's design and features, important but generally included under the broader scope of proprietary data.
Conclusion: Proprietary data, including sensitive business information, is most likely communicated between parties in a strategic alliance to ensure coordinated efforts and mutual benefits.
'Strategic Supply Chain Management: The Five Disciplines for Top Performance' by Shoshanah Cohen and Joseph Roussel.
APICS Dictionary, 16th Edition.

QUESTION 140
A company considers moving a portion of its production to a distant country to support a major customer. Which of the following actions is most effective in mitigating the risk of financial loss in the event of a global
economic downturn?

A. Expanding the customer base globally

B. Reducing the global work force

C. Reducing prices of all products

D. Adding features for all products

Correct Answer: A
Section:
Explanation:
Risk Mitigation in Global Economic Downturn: Diversification is a key strategy to mitigate financial risk during economic downturns.
Actions Considered:
Expanding the Customer Base Globally: Diversifies revenue streams, reducing dependency on any single market, thus spreading risk.
Reducing the Global Workforce: May reduce costs but doesn't address revenue risks and could harm operational capacity.
Reducing Prices of All Products: Could lead to decreased margins and isn't sustainable long-term.
Adding Features for All Products: Increases costs and may not align with market demand during a downturn.
Conclusion: Expanding the customer base globally is the most effective action to mitigate financial loss by spreading revenue sources and reducing dependency on a single market.
'Global Supply Chain Management: Leveraging Processes, Measurements, and Tools for Strategic Corporate Advantage' by G. Tomas M. Hult, David J. Ketchen Jr., and Elnora W. Stuart.
APICS Dictionary, 16th Edition.

QUESTION 141
Shortly after implementation of a supplier quality management program, the customer's and supplier's measurements of an attribute differ. The most appropriate course of action is to:

A. use the customer's data for the attribute.
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B. stop measuring performance for the attribute.

C. redefine performance criteria.

D. investigate data collection methods.

Correct Answer: D
Section:
Explanation:
Supplier Quality Management Program: Aims to ensure that suppliers meet predefined quality standards.
Discrepancy in Measurements: When customer and supplier measurements differ, understanding the root cause is crucial.
Possible Actions:
Use Customer's Data: Might be biased or incorrect without understanding the discrepancy.
Stop Measuring Performance: Not viable, as it eliminates quality control.
Redefine Performance Criteria: Premature without identifying the issue.
Investigate Data Collection Methods: Identifies discrepancies in the measurement process, ensuring accurate and reliable data.
Conclusion: Investigating data collection methods is the most appropriate action to understand and resolve discrepancies.
'Supplier Quality Management: A Strategic Approach to Continuous Improvement' by Ronald K. Ireland and Barry B. Goldstein.
APICS Dictionary, 16th Edition.

QUESTION 142
The purpose of price differentiation is to:

A. reduce sales variability.

B. clear out inventories.

C. increase total revenue.

D. increase customer loyalty.

Correct Answer: C
Section:
Explanation:
Price Differentiation Definition: A strategy where a company charges different prices for the same product in different markets or segments.
Purpose: The main goal is to maximize revenue by capturing consumer surplus.
Outcomes:
Reduce Sales Variability (A): Not a direct goal of price differentiation.
Clear Out Inventories (B): Generally achieved through discounts and sales, not price differentiation.
Increase Total Revenue (C): By setting prices according to consumers' willingness to pay, firms can increase overall revenue.
Increase Customer Loyalty (D): While it might be a side benefit, it is not the primary objective.
Conclusion: The primary purpose of price differentiation is to increase total revenue by capturing maximum value from different market segments.
'Pricing Strategy: Setting Price Levels, Managing Price Discounts and Establishing Price Structures' by Tim J. Smith.
APICS Dictionary, 16th Edition.

QUESTION 143
Which of the following advantages of radio frequency identification (RFID) is the main benefit for material handling?

A. Improved speed and flexibility

B. Long distance readability

C. Ability to withstand harsh environments

D. Detection of multiple tags
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Correct Answer: A
Section:
Explanation:
RFID in Material Handling: Radio Frequency Identification (RFID) uses electromagnetic fields to automatically identify and track tags attached to objects.
Main Benefits:
Improved Speed and Flexibility: RFID allows for quick scanning and identification of multiple items without line-of-sight, enhancing operational efficiency.
Long Distance Readability: Beneficial but secondary to speed and flexibility in material handling.
Ability to Withstand Harsh Environments: Important for durability but not the primary benefit.
Detection of Multiple Tags: Contributes to speed and efficiency but is part of the broader advantage of improved speed and flexibility.
Conclusion: The main benefit of RFID for material handling is the improved speed and flexibility it offers, allowing for efficient and agile operations.
'RFID in Logistics: A Practical Introduction' by Erick C. Jones and Christopher A. Chung.
APICS Dictionary, 16th Edition.

QUESTION 144
A company has a high product mix and has decided to increase its supply chain flexibility. The most appropriate action for the company to take is to:

A. implement a new inventory management system.

B. increase the standardization of equipment and processes.

C. decrease the cycle time of product development.

D. implement principles of theory of constraints (TOC).

Correct Answer: B
Section:
Explanation:
Increasing supply chain flexibility in a high product mix environment can be effectively achieved by standardizing equipment and processes. Standardization reduces complexity and allows for more agile and responsive
manufacturing and supply chain operations. It simplifies training, maintenance, and equipment changes, enabling quicker adjustments to product changes or shifts in demand. This standardization ensures that the production
system can handle a variety of products without requiring significant alterations, thus enhancing overall flexibility.
Reference:
'Supply Chain Flexibility: The Role of Standardization,' Journal of Operations Management.
'Enhancing Flexibility in Manufacturing,' APICS.

QUESTION 145
Which of the following entities assumes ownership of goods once loaded on an ocean vessel using Incoterms freight on board (FOB)?

A. The carrier

B. The buyer

C. The seller

D. The insurer

Correct Answer: B
Section:
Explanation:
Under Incoterms 2020, freight on board (FOB) means that the seller fulfills their obligation to deliver when the goods have passed over the ship's rail at the named port of shipment. At this point, the buyer assumes
ownership and responsibility for the goods, including any risk of loss or damage during transit. The carrier, seller, and insurer do not assume ownership; rather, their roles pertain to transport, provision of goods, and risk
coverage, respectively.
Reference:
'Incoterms 2020: ICC Rules for the Use of Domestic and International Trade Terms,' International Chamber of Commerce (ICC).
'Understanding FOB Shipping Terms,' Incoterms Explained.
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QUESTION 146
A large retailer would like to reduce inventory investment in its distribution network. Which of the following actions is most likely to produce the desired result in the shortest time?

A. Implementing break-bulk

B. Forming strategic alliances

C. Implementing cross-docking

D. Utilizing third-party logistics (3PL) providers

Correct Answer: C
Section:
Explanation:
Cross-docking reduces inventory investment by minimizing the time goods spend in storage. Instead of holding inventory in a distribution center, products are directly transferred from inbound to outbound transportation
with little to no storage time. This approach improves inventory turnover, reduces storage costs, and ensures a more efficient flow of goods through the distribution network, leading to faster fulfillment times and reduced
inventory levels.
Reference:
'Cross-Docking: A Supply Chain Strategy,' Logistics Bureau.
'The Benefits of Cross-Docking in Supply Chain Management,' Supply Chain 24/7.

QUESTION 147
Companies with manufacturing facilities in one country are more cost-competitive in exporting goods to world markets when:

A. the local currency is strong.

B. the local currency is weak.

C. the local currency is stable.

D. the local currency is pegged to the target market.

Correct Answer: B
Section:
Explanation:
When a country's local currency is weak, its goods become less expensive for foreign buyers, making exports more competitive in the global market. A weak local currency lowers the relative cost of production and labor,
which translates into lower prices for goods sold abroad. This competitive pricing advantage can increase demand for exports and enhance the profitability of exporting companies.
Reference:
'The Impact of Exchange Rates on International Trade,' World Bank.
'Currency Depreciation and Export Competitiveness,' International Trade Journal.

QUESTION 148
An insurance broker is interested in increasing price competition among its carriers. Which of the following strategies would be an efficient way to enable the price reductions?

A. Consolidate the market.

B. Utilize business-to-business (B2B) e-marketplaces.

C. Automate manual processes.

D. Establish long-term partnerships.

Correct Answer: B
Section:
Explanation:
Utilizing B2B e-marketplaces can increase price competition among carriers by providing a platform for multiple carriers to bid for business. This transparency fosters a competitive environment, as carriers are aware of their
competitors' offers and are incentivized to provide more attractive rates and terms to win contracts. E-marketplaces also streamline the procurement process, reduce administrative costs, and enhance market efficiency.
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Reference:
'The Role of B2B Marketplaces in Supply Chain Optimization,' Gartner.
'Increasing Price Competition Through B2B Platforms,' Journal of Business Logistics.

QUESTION 149
Which of the following actions hedges against commodity price fluctuations in a supply chain?

A. Purchase always from the lowest bidder

B. Increase safety stock levels

C. Establish an online auction site

D. Purchase future options

Correct Answer: D
Section:
Explanation:
Commodity Price Fluctuations: Commodity prices can be volatile, affecting the cost structure of supply chains.
Hedging: Hedging is a risk management strategy used to offset potential losses due to price changes.
Options:
Purchase Always from the Lowest Bidder (A): This doesn't hedge against price fluctuations; it simply aims for cost minimization.
Increase Safety Stock Levels (B): This protects against stockouts but doesn't hedge against price changes.
Establish an Online Auction Site (C): This may facilitate competitive pricing but isn't a direct hedge.
Purchase Future Options (D): Futures contracts allow a company to lock in prices for commodities, thus hedging against future price fluctuations.
Conclusion: Purchasing future options is the most effective action to hedge against commodity price fluctuations by securing prices in advance.
'Financial Risk Management: Applications in Market, Credit, Asset and Liability Management, and Firmwide Risk' by Jimmy Skoglund and Wei Chen.
APICS Dictionary, 16th Edition.

QUESTION 150
Which of the following warehousing approaches combines inventory from multiple suppliers into a consolidated shipment to a specific customer?

A. Reverse logistics

B. Cross-docking

C. Bulk-breaking

D. Drop shipping

Correct Answer: B
Section:
Explanation:
Warehousing Approaches: Different strategies are used in warehousing to optimize storage and distribution.
Cross-Docking: Involves unloading materials from incoming shipments and directly loading them onto outbound shipments, minimizing storage time.
Options:
Reverse Logistics (A): Refers to the process of moving goods from their final destination for returns or recycling, not relevant to consolidation.
Cross-Docking (B): Combines inventory from multiple suppliers and consolidates shipments to specific customers, improving efficiency and reducing costs.
Bulk-Breaking (C): Involves breaking down large shipments into smaller quantities, not necessarily consolidating multiple suppliers.
Drop Shipping (D): Direct shipment from supplier to customer without intermediary handling.
Conclusion: Cross-docking is the approach that combines inventory from multiple suppliers into consolidated shipments to a specific customer.
'Supply Chain Logistics Management' by Donald J. Bowersox, David J. Closs, and M. Bixby Cooper.
APICS Dictionary, 16th Edition.

QUESTION 151
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Which of the following actions is most likely to reduce the risk of product shortages for a company planning to use a subcontractor to produce some of its products?

A. Sharing product demand forecasts with the subcontractor

B. Conducting periodic compliance audits of the subcontractor

C. Increasing safety stock for products to be produced by the subcontractor

D. Including penalties for late deliveries in the contract with the subcontractor

Correct Answer: A
Section:
Explanation:
Sharing product demand forecasts with the subcontractor is most likely to reduce the risk of product shortages for several reasons:
Demand Visibility: By providing the subcontractor with accurate and timely demand forecasts, the subcontractor gains visibility into the expected demand for the products. This allows them to plan their production schedules,
allocate resources efficiently, and ensure they have the necessary materials and workforce to meet the anticipated demand.
Production Planning: With access to demand forecasts, the subcontractor can synchronize their production plans with the company's needs. This alignment helps in minimizing production delays and ensuring a steady flow of
products to meet market demand.
Inventory Management: Demand forecasts enable the subcontractor to manage their inventory more effectively, reducing the likelihood of stockouts or overproduction. This balance helps in maintaining a smooth supply
chain operation.
Collaboration and Communication: Sharing forecasts fosters a collaborative relationship between the company and the subcontractor. Open communication channels can lead to better problem-solving and quicker responses
to potential disruptions.
Risk Mitigation: Proactively sharing demand information helps in identifying potential bottlenecks and capacity constraints in advance, allowing both parties to take corrective actions before they escalate into shortages.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.
Simchi-Levi, D., Kaminsky, P., & Simchi-Levi, E. (2008). Designing and Managing the Supply Chain: Concepts, Strategies, and Case Studies. McGraw-Hill Education.

QUESTION 152
Which of the following operations is the best example of reuse?

A. Manufacturing new products from worn tires

B. Utilizing wastepaper as packaging material

C. Making animal feed from fresh food scraps

D. Extracting precious metals from used electronics

Correct Answer: B
Section:
Explanation:
Utilizing wastepaper as packaging material is the best example of reuse due to the following reasons:
Direct Reuse: Reuse involves using a product or material again for the same or a different purpose without significant alteration. Wastepaper used as packaging material fits this definition as it is repurposed directly from its
original use without extensive processing.
Sustainability: Reusing wastepaper for packaging reduces the need for new packaging materials, thereby conserving resources and reducing environmental impact. It supports sustainable practices by minimizing waste and
promoting a circular economy.
Cost Efficiency: Using wastepaper as packaging material can lower costs for companies by reducing the expenditure on new packaging supplies. It also decreases waste disposal costs.
Waste Reduction: This practice helps in diverting wastepaper from landfills, contributing to waste reduction efforts and enhancing overall waste management efficiency.
Environmental Benefits: Reusing materials such as wastepaper lowers the carbon footprint associated with producing new packaging materials, supporting broader environmental sustainability goals.
Linton, J. D., Klassen, R., & Jayaraman, V. (2007). Sustainable supply chains: An introduction. Journal of Operations Management, 25(6), 1075-1082.
Guide Jr, V. D. R., & Van Wassenhove, L. N. (2009). The evolution of closed-loop supply chain research. Operations Research, 57(1), 10-18.

QUESTION 153
Which of the following terms represents a time series forecasting technique?
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A. Mean absolute deviation (MAD)

B. Moving average

C. Causal

D. Multiple regression

Correct Answer: B
Section:
Explanation:
Moving average represents a time series forecasting technique for the following reasons:
Smoothing Technique: Moving average is used to smooth out short-term fluctuations and highlight longer-term trends or cycles in the data. It calculates the average of a fixed number of past observations and moves forward
through the time series data.
Forecasting: This method helps in predicting future values based on the average of past data points. By considering a specified number of previous observations, it provides a simple yet effective way to forecast future trends.
Reduction of Noise: By averaging a number of past observations, the moving average technique reduces the impact of random variations and noise in the data, making it easier to identify underlying trends.
Versatility: Moving averages can be adapted to different periods (e.g., short-term, medium-term, long-term) by adjusting the number of observations included in the average. This flexibility makes it useful for various types of
time series data.
Application: It is widely used in various fields, including finance, economics, and supply chain management, for tasks such as inventory forecasting, demand planning, and trend analysis.
Hyndman, R. J., & Athanasopoulos, G. (2018). Forecasting: principles and practice. OTexts.
Makridakis, S., Wheelwright, S. C., & Hyndman, R. J. (1998). Forecasting: methods and applications. John Wiley & Sons.

QUESTION 154
A key concept distinguishing six sigma from lean manufacturing and just-in-time (JIT) concepts is:

A. reducing waste.

B. eliminating inventories.

C. keeping process variability within limits.

D. designing quality into products and processes.

Correct Answer: C
Section:
Explanation:
Six Sigma distinguishes itself from Lean Manufacturing and Just-In-Time (JIT) concepts by its primary focus on reducing process variability and defects. Six Sigma aims to keep processes within strict limits to ensure consistency
and high quality, using statistical methods and DMAIC (Define, Measure, Analyze, Improve, Control) methodology. Lean Manufacturing focuses on eliminating waste and improving flow, while JIT emphasizes inventory
reduction and timely production. Six Sigma's rigorous data-driven approach to quality and process improvement sets it apart.
Reference:
'Six Sigma: A Complete Step-by-Step Guide,' ASQ (American Society for Quality).
'Lean vs. Six Sigma: Which is Right for Your Company?' Lean Enterprise Institute.

QUESTION 155
A company planning to build collaborative relationships with trading partners should first:

A. implement technology for information sharing.

B. document transaction rules and procedures.

C. organize cross-enterprise teams.

D. ensure commitment from top management.

Correct Answer: D
Section:
Explanation:
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Building collaborative relationships with trading partners requires a foundational commitment from top management. This ensures that the initiative has the necessary support, resources, and alignment with the company's
strategic goals. Commitment from leadership drives the cultural and organizational changes needed for effective collaboration. Subsequent steps include implementing technology for information sharing, documenting
transaction rules, and organizing cross-enterprise teams.
Reference:
'Building Collaborative Relationships with Suppliers,' Supply Chain Management Review.
'The Role of Top Management in Supply Chain Collaboration,' Journal of Business Logistics.

QUESTION 156
A company that produces a set of standard products, which are sold through multiple channels, would segment its sales by:

A. brand.

B. product.

C. customer.

D. region.

Correct Answer: D
Section:
Explanation:
A company producing standard products and selling them through multiple channels would segment its sales by region to better understand and respond to regional market demands, preferences, and competition. Regional
segmentation allows the company to tailor marketing strategies, manage inventory distribution, and optimize logistics based on the specific needs and conditions of each region. Segmenting by brand, product, or customer
can also be valuable, but regional segmentation directly addresses geographical and demographic factors.
Reference:
'Market Segmentation in Supply Chain Management,' Harvard Business Review.
'Regional Sales Strategies,' APICS.

QUESTION 157
Which of the following risks does currency fluctuation pose if a company is operating globally?

A. It creates a requirement for additional inventory.

B. It impacts supplier performance due to frequent replenishment.

C. It requires compensation to local governments.

D. It changes the relative profit expected from the sales.

Correct Answer: D
Section:
Explanation:
Currency fluctuations impact the relative profit expected from sales by affecting the value of revenues and costs in different currencies. When a company's operating in multiple countries, changes in exchange rates can lead
to variations in profitability. For example, a strong local currency can reduce the competitiveness of exports by making them more expensive for foreign buyers, while a weak local currency can increase profit margins on
foreign sales. Effective currency risk management is essential to mitigate these impacts.
Reference:
'Managing Currency Risk in Global Supply Chains,' Deloitte.
'The Effects of Exchange Rate Fluctuations on Global Supply Chains,' Journal of International Business Studies.

QUESTION 158
A company desires to use customer relationship management (CRM) to enable supply chain collaboration. Implementation of CRM will enable the organization to most effectively:

A. sell their products and services to customers by using economic incentives.

B. provide supply chain visibility to customers and enable them to view the status of orders.
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C. provide means of identifying, capturing, and retaining customers by aligning all resources and capabilities.

D. enable web-based order entry and electronic data interface.

Correct Answer: C
Section:
Explanation:
Customer Relationship Management (CRM) systems enable supply chain collaboration by aligning resources and capabilities to identify, capture, and retain customers. CRM tools facilitate detailed customer insights, enabling
targeted marketing, personalized service, and effective communication. This holistic approach improves customer satisfaction and loyalty, leading to long-term relationships and enhanced collaboration. While other functions
like order entry and supply chain visibility are important, the primary value of CRM lies in its customer-centric focus.
Reference:
'The Role of CRM in Supply Chain Management,' Gartner.
'Benefits of Customer Relationship Management,' Supply Chain Quarterly.

QUESTION 159
Which of the following techniques require close coordination between product and process design?

A. Concurrent engineering

B. Sequential engineering

C. Priority planning

D. Voice of the customer (VOC)

Correct Answer: A
Section:
Explanation:
Concurrent engineering is a method of designing and developing products in which the different stages run simultaneously, rather than consecutively. This technique requires close coordination between product and process
design to ensure that both aspects are developed in tandem. By doing so, it minimizes the time taken to bring a product to market and can improve product quality and reduce costs. The collaborative approach involves cross-
functional teams working together from the early stages of design, considering manufacturing constraints, quality assurance, and customer requirements simultaneously, which is not the case in sequential engineering,
priority planning, or voice of the customer.
''Concurrent Engineering and its Advantages in Manufacturing'' - IndustryWeek
APICS Dictionary, 16th Edition

QUESTION 160
Which of the following processes is key to customer relationship management (CRM)?

A. Event logging

B. Demand planning

C. Market segmentation

D. Market research

Correct Answer: C
Section:
Explanation:
Market segmentation is a key process in customer relationship management (CRM) because it involves dividing a broad consumer or business market, normally consisting of existing and potential customers, into sub-groups
of consumers based on some type of shared characteristics. This enables organizations to tailor their marketing efforts and CRM strategies to specific segments, improving customer satisfaction and loyalty. It allows
businesses to focus on the needs and preferences of distinct groups, thereby enhancing the effectiveness of marketing campaigns and customer interactions.
''Customer Relationship Management: Concepts and Technologies'' by Francis Buttle, Stan Maklan
''Market Segmentation: How to Do It and How to Profit from It'' by Malcolm McDonald, Ian Dunbar
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QUESTION 161
Which of the following activities is an aspect of proper demand management?

A. Prioritizing shop orders to meet demand

B. Facilitating the use of resources to meet demand

C. Using demand to calculate takt time

D. Considering all sources of demand

Correct Answer: D
Section:
Explanation:
Proper demand management involves a comprehensive approach to understanding and managing all sources of demand. This includes demand from customers, internal requirements, promotional activities, and market
trends. Considering all sources of demand ensures that the supply chain can meet the actual needs effectively, avoiding both shortages and excesses. It allows for better forecasting, planning, and resource allocation,
ultimately leading to more efficient and responsive supply chain operations.
''Demand Management Best Practices: Process, Principles, and Collaboration'' by Colleen Crum, George E. Palmatier
APICS Dictionary, 16th Edition

QUESTION 162
After two firms have established an initial relationship to apply the principles of collaborative planning, forecasting, and replenishment (CPFR) for products, the next logical step is to:

A. share forecasts for the products with each other.

B. obtain orders for the products and enter them into the master schedule.

C. create joint business plans for the products.

D. negotiate prices and profit expectations for the products.

Correct Answer: C
Section:
Explanation:
After two firms have established an initial relationship for Collaborative Planning, Forecasting, and Replenishment (CPFR), the next logical step is to create joint business plans for the products. This step involves aligning on
business objectives, market strategies, and goals for the collaboration. Creating joint business plans ensures that both parties have a clear and shared understanding of their roles, responsibilities, and expectations, which is
essential for the success of CPFR initiatives. It helps in setting the stage for effective collaboration, mutual trust, and long-term partnership.
''Collaborative Planning, Forecasting, and Replenishment: How to Create a Supply Chain Advantage'' by Dirk Seifert
APICS Dictionary, 16th Edition

QUESTION 163
Which of the following areas of concern is an important strategic inventory management decision?

A. How much inventory to order for each replenishment cycle

B. Who is responsible for inventory record accuracy

C. Where in the supply chain inventory should be kept

D. When requests for additional inventory should be created for supply chain partners

Correct Answer: C
Section:
Explanation:
Deciding where in the supply chain inventory should be kept is a crucial strategic inventory management decision. This decision affects the responsiveness, efficiency, and cost-effectiveness of the supply chain. By strategically
positioning inventory, companies can balance the need to meet customer demand quickly with the cost of holding and transporting inventory. This decision impacts lead times, service levels, and the ability to manage supply
chain risks effectively. It involves evaluating factors such as customer locations, supplier reliability, production schedules, and logistics capabilities.
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''Strategic Inventory Management and Planning'' by Mehran Sepehri
APICS Dictionary, 16th Edition

QUESTION 164
Which of the following statements defines the function of the bill of lading (B/L)?

A. A document that itemizes freight charges and receipt of freight services

B. A legally binding contract between the shipper and the buyer

C. A document that replaces the terms of agreement on the purchase order so that the driver can take possession of the freight

D. A legally binding document providing the driver and the carrier all the details needed to process the freight shipment

Correct Answer: D
Section:
Explanation:
The bill of lading (B/L) serves as a critical document in the transportation and shipping industry. It performs several essential functions:
Legally Binding Document: It serves as a legally binding contract between the shipper and the carrier, ensuring that the carrier is obligated to transport the goods as described.
Details of Shipment: It provides comprehensive details necessary for processing the shipment, including the type and quantity of goods, destination, and instructions for handling the shipment.
Receipt of Goods: Upon receipt, the carrier signs the B/L, acknowledging that the goods have been received in good condition and will be transported as agreed. This ensures that both the driver and the carrier have all the
necessary information to handle the freight correctly and legally.
Reference:
'The Role of the Bill of Lading in International Trade' - International Chamber of Commerce
'Understanding the Bill of Lading' - Logistics Management Magazine

QUESTION 165
Which of the following circumstances best describes a roadblock to implementing customer relationship management (CRM)?

A. Lack of strategic alignment and integration within the organization

B. Limited defined industry standards

C. Deterioration of customer service levels

D. Increased access to information for supply chain partners

Correct Answer: A
Section:
Explanation:
Implementing Customer Relationship Management (CRM) systems can encounter several challenges, with strategic alignment and integration being the most significant:
Strategic Alignment: Without aligning CRM objectives with the overall business strategy, the CRM implementation may not effectively address the company's goals and customer needs.
Organizational Integration: CRM systems require seamless integration across various departments (sales, marketing, customer service). A lack of integration can lead to fragmented data, inefficiencies, and poor customer
experiences.
Cultural Resistance: Employees may resist changes due to a lack of understanding or fear of new technology, further hindering successful CRM implementation. These challenges highlight the necessity of a cohesive approach
where strategic goals are clearly defined, and all organizational units are involved in the CRM process.
Reference:
'Challenges in Implementing CRM Systems' - Harvard Business Review
'Strategic Alignment in CRM Implementations' - Journal of Business Research

QUESTION 166
Returning product containing hazardous material to the factory to be neutralized after its expiration date is an example of product:

A. reuse.
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B. remanufacturing.

C. recovery.

D. refurbishing.

Correct Answer: C
Section:
Explanation:
Returning products containing hazardous materials to the factory for neutralization after their expiration is an example of product recovery:
Recovery Process: This involves retrieving the products from customers or end-users and safely transporting them back to the manufacturing facility.
Hazardous Material Handling: Specialized processes and precautions are taken to handle and neutralize hazardous materials to prevent environmental damage or harm to individuals.
Regulatory Compliance: This process ensures compliance with environmental regulations and safety standards. Product recovery emphasizes the safe and responsible handling of products at the end of their life cycle,
especially those containing hazardous materials.
Reference:
'Sustainable Practices in Product Recovery' - Environmental Protection Agency
'Managing Hazardous Material Recovery' - Journal of Environmental Management

QUESTION 167
A tool which allows content to be accessed, customized, and personalized to sell is called a(n):

A. customer relationship management (CRM).

B. value-added network (VAN).

C. customer portal.

D. online catalog.

Correct Answer: D
Section:
Explanation:
An online catalog is a digital tool that enables users to access, customize, and personalize product information for sales purposes:
Content Access: Provides comprehensive product details, including descriptions, images, specifications, and pricing.
Customization and Personalization: Users can tailor the catalog to their needs by filtering products, comparing features, and selecting options that best meet their requirements.
Sales Tool: Facilitates the sales process by providing customers with all the information they need to make informed purchasing decisions. Online catalogs are widely used in e-commerce and B2B sales, enhancing the
customer experience and streamlining the purchasing process.
Reference:
'The Role of Online Catalogs in Modern Commerce' - E-commerce Times
'Benefits of Digital Catalogs' - Business Insider

QUESTION 168
Which of the following statements characterizes a supply chain of innovative products as opposed to functional products?

A. Lead times are longer.

B. Product life cycle is longer.

C. Profit margins are lower.

D. Demand uncertainty is higher.

Correct Answer: D
Section:
Explanation:
Supply chains for innovative products differ significantly from those for functional products, with higher demand uncertainty being a key characteristic:
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Demand Uncertainty: Innovative products often cater to new or rapidly changing markets, making it difficult to predict customer demand accurately.
Short Product Life Cycles: These products typically have shorter life cycles due to rapid innovation and technological advancements.
Higher Profit Margins: Although not directly related to the supply chain, innovative products often command higher profit margins due to their uniqueness and perceived value.
Complex Supply Chains: Managing the supply chain for innovative products requires flexibility and responsiveness to adapt to the volatile market conditions. This contrasts with functional products, which usually have stable
demand patterns, longer life cycles, and more predictable supply chain requirements.
Reference:
'Managing Supply Chains for Innovative Products' - MIT Sloan Management Review
'Supply Chain Strategies for High Demand Uncertainty' - Journal of Operations Management

QUESTION 169
The first information necessary in order to effectively improve product design should come from which of the following supply chain members?

A. Supplier

B. Distributor

C. Manufacturer

D. Customer

Correct Answer: D
Section:
Explanation:
The first information necessary to effectively improve product design should come from the customer. Customers provide direct feedback on their needs, preferences, and experiences with the product. This information is
crucial for identifying areas of improvement, aligning product features with customer expectations, and ensuring the product meets market demands. Gathering customer insights through surveys, focus groups, and direct
feedback helps manufacturers design products that better satisfy end-user requirements and enhances customer satisfaction.
''Voice of the Customer: Capture and Analyze Customer Requirements for Six Sigma Projects'' by Kai Yang
APICS Dictionary, 16th Edition

QUESTION 170
The ABC classification system answers which two of the following questions?

A. How much inventory should be ordered at one time, and when will the order be placed?

B. What is the importance of the inventory item, and how will the inventory items be controlled?

C. How much inventory should be ordered at one time, and what is the importance of the inventory item?

D. When will the order be placed, and how will the inventory items be controlled?

Correct Answer: B
Section:
Explanation:
The ABC classification system is used to categorize inventory items based on their importance, typically in terms of their value and usage frequency. Class A items are the most valuable and require tight control, Class B items
are of moderate importance, and Class C items are the least valuable and require simpler controls. This system helps in prioritizing management efforts, optimizing inventory control, and ensuring that resources are allocated
efficiently to manage the most critical items effectively.
''Inventory Management Explained: A focus on Forecasting, Lot Sizing, Safety Stock, and Ordering Systems'' by David J. Piasecki
APICS Dictionary, 16th Edition

QUESTION 171
Which of the following product records is internationally recognized for providing detailed categorization and descriptions?

A. Stock keeping unit (SKU)

B. Electronic product code (EPC)
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C. Harmonized system classification code

D. Universal product code (UPC)

Correct Answer: C
Section:
Explanation:
The Harmonized System (HS) classification code is an internationally recognized system for classifying goods. It provides detailed categorization and descriptions of products, which is essential for international trade, customs
procedures, and regulatory compliance. The HS code ensures that products are uniformly classified across different countries, facilitating smooth trade operations, accurate tariff applications, and consistent data reporting.
''Harmonized Commodity Description and Coding System'' by the World Customs Organization (WCO)
APICS Dictionary, 16th Edition

QUESTION 172
The most appropriate benchmark for an organization to use to evaluate its supply chain management practices is a firm that:

A. has a global supply chain.

B. has a high level of product availability.

C. has driven down its cost, lead times, and late deliveries.

D. uses electronic data interchange (EDI) for supply chain information sharing.

Correct Answer: C
Section:
Explanation:
The most appropriate benchmark for evaluating supply chain management practices is a firm that has successfully reduced its costs, lead times, and late deliveries. Such a firm demonstrates effective supply chain efficiency
and reliability. Benchmarking against a company that excels in these areas allows an organization to identify best practices, set performance targets, and implement strategies to enhance its own supply chain operations. This
focus on cost reduction, timeliness, and reliability directly impacts overall supply chain performance and customer satisfaction.
''Benchmarking Best Practices in Maintenance Management'' by Terry Wireman
APICS Dictionary, 16th Edition

QUESTION 173
A company is concerned that a component in their product could be harmful if disposed in a landfill. Which of the following disciplines should they utilize?

A. Multisourcing

B. Global strategy

C. Glocalization

D. Reverse logistics

Correct Answer: D
Section:
Explanation:
When a company is concerned that a component in their product could be harmful if disposed of in a landfill, they should utilize reverse logistics. Reverse logistics involves the process of planning, implementing, and
controlling the efficient flow of products, materials, and information from the point of consumption back to the point of origin for the purpose of recapturing value or proper disposal. This discipline includes recycling,
refurbishing, and remanufacturing efforts to mitigate environmental impact and ensure safe disposal of potentially harmful components.
''Reverse Logistics: Quantitative Models for Closed-Loop Supply Chains'' by Rommert Dekker, Moritz Fleischmann, Karl Inderfurth, Luk N. Van Wassenhove
APICS Dictionary, 16th Edition

QUESTION 174
A company finds that one of its warehouses is out of capacity to store products. Expanding the physical size of the warehouse is not an option. The most appropriate solution would be to increase the:
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A. cash-to-cash cycle of slow-moving items.

B. inventory turn of slow-moving items.

C. use of break-bulk warehousing.

D. inventory days of supply of fast-moving items

Correct Answer: B
Section:
Explanation:
When a warehouse reaches its capacity and expanding the physical space is not an option, increasing the inventory turn of slow-moving items is the most appropriate solution. Here's why:
Inventory Turn: This measures how frequently inventory is sold and replaced over a period. Increasing inventory turn means reducing the amount of time products stay in the warehouse.
Slow-Moving Items: These items contribute significantly to storage space issues. By focusing on increasing the turn rate of these items, you can free up space for faster-moving goods.
Efficient Use of Space: By increasing the turnover of slow-moving items, you avoid the need for additional storage space and ensure that the warehouse is utilized more effectively.
Improved Cash Flow: Higher inventory turnover rates help in converting stock into cash more quickly, improving the company's liquidity. In essence, managing slow-moving inventory more efficiently helps to optimize the use
of existing warehouse space without the need for physical expansion.
Reference:
'Inventory Management Strategies to Reduce Warehouse Costs' - Supply Chain Quarterly
'Improving Inventory Turnover Rates' - Journal of Business Logistics

QUESTION 175
In a supply chain network, the distribution center (DC) provides which of the following functions for the factory?

A. Obsolete inventory location

B. Substitute producer

C. Buffer from customer demand

D. Source of supply

Correct Answer: C
Section:
Explanation:
In a supply chain network, the distribution center (DC) serves as a critical intermediary between the factory and the customer. One of its primary functions is to act as a buffer from customer demand. Here's how:
Demand Buffer: The DC holds inventory closer to the customer, absorbing fluctuations in demand and ensuring that the factory can operate more smoothly without frequent production changes.
Stock Management: By storing finished goods, the DC ensures that products are available for quick delivery, reducing lead times and improving customer satisfaction.
Flexibility: It provides flexibility in the supply chain, allowing for adjustments to be made in response to market changes without impacting factory operations directly.
Efficiency: This buffer role helps in maintaining efficient production schedules at the factory level, as the factory can produce in larger, more economical batches without the need to respond instantly to every change in
customer orders. Overall, the DC helps to decouple production schedules from customer order cycles, enhancing both efficiency and responsiveness.
Reference:
'The Role of Distribution Centers in Supply Chain Management' - Logistics Management
'Buffering Supply Chain Demand with Distribution Centers' - MIT Sloan Management Review

QUESTION 176
The voice-of-the-customer (VOC) approach is used most appropriately as a way to:

A. gather information from customers to improve offerings.

B. analyze product defects to improve processes.

C. provide customers feedback about product delivery.

D. create opportunities for cross-selling.

Correct Answer: A
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Section:
Explanation:
The voice-of-the-customer (VOC) approach is a systematic process used to capture customers' expectations, preferences, and aversions. The primary goal is to gather information from customers to improve offerings. Here's
the process:
Data Collection: Through surveys, interviews, focus groups, and feedback forms, companies gather detailed information about customer needs and experiences.
Analysis: The collected data is analyzed to identify common themes, preferences, and areas where the product or service can be improved.
Implementation: Insights gained from VOC are used to make informed decisions about product development, service enhancements, and overall business strategies.
Continuous Improvement: VOC is not a one-time activity but an ongoing process to continuously adapt to changing customer needs and market conditions. This approach helps businesses stay aligned with customer
expectations and fosters a customer-centric culture, leading to improved products and services.
Reference:
'Implementing Voice of the Customer Programs' - Harvard Business Review
'Voice of the Customer: Methods and Metrics' - Journal of Product Innovation Management

QUESTION 177
Total line-haul costs vary directly with:

A. weight shipped.

B. distance shipped.

C. shipping time.

D. the number of times a shipment is handled.

Correct Answer: B
Section:
Explanation:
Total line-haul costs are the expenses associated with the transportation of goods over long distances and vary directly with the distance shipped. Here's how:
Distance Dependency: As the distance between the origin and the destination increases, the cost of transportation proportionally increases due to fuel consumption, driver wages, and vehicle maintenance.
Fixed and Variable Costs: While there are fixed costs involved in line-haul transportation, such as loading and unloading, the variable costs increase directly with the distance traveled.
Economies of Scale: Though longer distances can benefit from economies of scale, the overall cost will still rise with increased distance.
Freight Rates: Transportation companies typically set their freight rates based on distance brackets, making the cost calculation straightforward for longer hauls. Understanding that total line-haul costs are distance-dependent
helps in planning and optimizing transportation routes effectively.
Reference:
'Transportation Cost Analysis' - Transport Economics Journal
'Logistics and Supply Chain Transportation Costs' - Journal of Business Logistics

QUESTION 178
Which of the following arguments are made against traditional accounting methods for logistics expenses to an organization?

A. They are more difficult to accumulate.

B. They overstate the costs of logistics.

C. They obscure important logistics costs.

D. They incorrectly state the timing of logistics costs.

Correct Answer: C
Section:
Explanation:
Traditional accounting methods often obscure important logistics costs, making it difficult for companies to fully understand and manage their logistics expenses effectively. Here's why:
Cost Allocation: Traditional accounting tends to aggregate costs into broad categories, which can hide the specific costs associated with logistics activities such as transportation, warehousing, and handling.
Indirect Costs: Logistics costs often include significant indirect costs (e.g., administrative expenses, infrastructure costs) that are not separately identified in traditional accounting, leading to underestimations or inaccuracies.
Lack of Detail: Without detailed cost breakdowns, companies cannot accurately track the efficiency and effectiveness of their logistics operations, leading to potential inefficiencies and higher overall costs.
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Decision-Making Impact: Obscured logistics costs can impact strategic decision-making, as businesses may not have clear visibility into the true cost drivers and areas needing improvement. Adopting more refined and
detailed cost accounting methods, such as activity-based costing (ABC), can provide better insights into logistics costs and support more informed decision-making.
Reference:
'Logistics Cost Management: An Activity-Based Approach' - Journal of Accounting Research
'Challenges in Traditional Cost Accounting for Logistics' - International Journal of Physical Distribution & Logistics Management

QUESTION 179
Producing finished goods in a manufacturing environment has which of the following financial impacts?

A. Conversion of assets to overhead costs

B. Conversion of overhead costs to assets

C. Conversion of overhead costs to liabilities

D. Conversion of assets to equity

Correct Answer: B
Section:
Explanation:
In a manufacturing environment, when finished goods are produced, the financial impact is typically the conversion of overhead costs to assets. Here's how this works:
Overhead Costs: These include indirect costs such as utilities, rent, and salaries of supervisors, which are necessary to support production but are not directly tied to any specific unit of product.
Work in Progress (WIP): As production progresses, these overhead costs are allocated to the work-in-progress inventory.
Finished Goods: Upon completion, the overhead costs allocated to the WIP are transferred to the finished goods inventory, converting these overhead costs into assets (inventory on the balance sheet).
This process transforms the cost of production, which includes overhead, into tangible assets that can be sold to generate revenue.
Horngren, C. T., Datar, S. M., & Rajan, M. V. (2014). Cost Accounting: A Managerial Emphasis. Pearson.
Drury, C. (2015). Management and Cost Accounting. Cengage Learning.

QUESTION 180
An order with a requested ship date inside the demand time fence (DTF) has been received. There is no inventory available-to-promise (ATP). Which of the following positions is most appropriate to decide whether or not to
accept the order?

A. Order entry representative

B. Sales manager

C. Master scheduler

D. Operations manager

Correct Answer: C
Section:
Explanation:
When an order is received with a requested ship date inside the demand time fence (DTF) and there is no available-to-promise (ATP) inventory, the master scheduler is the most appropriate position to decide whether to
accept the order. Here's why:
Demand Time Fence (DTF): The DTF is a period during which changes to the master production schedule are restricted to prevent disruption. Orders within this period require careful consideration.
Master Scheduler's Role: The master scheduler has visibility over the production schedule and capacity, making them best positioned to assess the feasibility of fulfilling the order within the given constraints.
Decision-Making: The master scheduler can evaluate the impact on current production, determine if resources can be reallocated, and ensure that accepting the order will not negatively affect other commitments.
Vollmann, T. E., Berry, W. L., Whybark, D. C., & Jacobs, F. R. (2005). Manufacturing Planning and Control for Supply Chain Management. McGraw-Hill.
Stevenson, W. J. (2021). Operations Management. McGraw-Hill Education.

QUESTION 181
Which of the following approaches would be used to enhance compliance, minimize risks, and connect supply chain activities when exporting products to emerging markets?
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A. Logistics network planning

B. Distribution requirements planning (DRP)

C. Supply chain event management (SCEM)

D. Global trade management

Correct Answer: D
Section:
Explanation:
To enhance compliance, minimize risks, and connect supply chain activities when exporting products to emerging markets, global trade management (GTM) is the most effective approach. Here's how GTM helps:
Compliance: GTM systems ensure that all trade activities comply with international regulations and standards, reducing the risk of legal penalties and delays.
Risk Minimization: By automating and standardizing trade processes, GTM minimizes risks associated with errors, delays, and non-compliance.
Integration: GTM integrates various supply chain activities, including logistics, customs management, and trade finance, providing a cohesive approach to managing global trade.
Manuj, I., & Mentzer, J. T. (2008). Global supply chain risk management. Journal of Business Logistics.
Bolero International Ltd. (2017). Global Trade Management: An Introduction. Bolero.

QUESTION 182
A firm has experienced multiple complaints from customers concerning the delivery of products with a wide range of reasons for the complaints. On which of the following measures should the firm focus its improvement
efforts?

A. Percentage on-time delivery

B. Fill rate percentage

C. Perfect order fulfillment

D. Customer order lead time

Correct Answer: C
Section:
Explanation:
When customers complain about a wide range of issues concerning product delivery, focusing on perfect order fulfillment is the best approach for improvement. Here's why:
Comprehensive Measure: Perfect order fulfillment encompasses several key performance indicators, including on-time delivery, complete orders, damage-free delivery, and accurate documentation.
Root Cause Analysis: By aiming for perfect order fulfillment, the firm can identify and address the root causes of various customer complaints simultaneously.
Customer Satisfaction: Improving perfect order fulfillment directly impacts customer satisfaction by ensuring that every aspect of the order meets customer expectations.
Keebler, J. S., & Plank, R. E. (2009). Logistics performance measurement in the supply chain. International Journal of Logistics Management.
Mentzer, J. T., Myers, M. B., & Stank, T. P. (2007). Handbook of Global Supply Chain Management. SAGE Publications.

QUESTION 183
When deciding whether to make a component internally or to outsource production, a company must:

A. evaluate the landed cost of the component.

B. select the lowest-price source.

C. outsource only low-value components.

D. select the source with the shortest lead time.

Correct Answer: A
Section:
Explanation:
When deciding whether to make a component internally or to outsource production, evaluating the landed cost of the component is crucial. Here's the rationale:
Comprehensive Cost Assessment: Landed cost includes the total cost of a product once it has arrived at the buyer's doorstep, encompassing purchase price, shipping, customs, duties, taxes, insurance, currency conversion,
and handling fees.
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Informed Decision-Making: By evaluating the landed cost, a company can compare the true cost of internal production versus outsourcing, ensuring a comprehensive analysis that includes all hidden and indirect costs.
Cost Efficiency: Understanding the landed cost helps in making cost-efficient decisions that consider not just the immediate purchase price but all associated costs, leading to better financial outcomes.
Ellram, L. M., Tate, W. L., & Billington, C. (2008). Offshore outsourcing of professional services: A transaction cost economics perspective. Journal of Operations Management.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.

QUESTION 184
Which of the following factors is a key motivation for supply chain collaboration?

A. Technology

B. Traditional accounting methods

C. Regular negotiations

D. A common interest

Correct Answer: D
Section:
Explanation:
Supply chain collaboration is driven by the recognition that all parties involved can achieve better outcomes by working together than by operating independently. Key motivations for collaboration include:
Shared Goals and Interests: Collaboration is often motivated by the realization that parties have overlapping objectives, such as improving efficiency, reducing costs, enhancing service levels, and achieving sustainability goals.
Mutual Benefits: When supply chain partners understand that working together can lead to mutual benefits, such as increased market share, innovation, and improved competitive positioning, they are more likely to
collaborate.
Trust and Commitment: Establishing trust and a commitment to a long-term relationship is crucial. Common interests help build this trust and commitment, leading to more effective collaboration.
Simchi-Levi, D., Kaminsky, P., & Simchi-Levi, E. (2008). Designing and Managing the Supply Chain. McGraw-Hill/Irwin.
Christopher, M. (2016). Logistics & Supply Chain Management. Pearson UK.

QUESTION 185
Which of the following options typically is a component of sales force automation during implementation of customer relationship management (CRM)?

A. Automatic call distribution

B. Online product configuration

C. Opportunity management

D. Response management

Correct Answer: C
Section:
Explanation:
Sales force automation (SFA) in the context of CRM includes several components that help streamline and optimize the sales process. Opportunity management is a critical component, which involves:
Tracking Sales Opportunities: Helps sales teams manage and track potential sales from initial contact through to closure.
Pipeline Management: Provides visibility into the sales pipeline, helping sales managers forecast future sales and allocate resources effectively.
Improved Efficiency: Automates repetitive tasks and ensures that no opportunities are overlooked, improving the overall efficiency of the sales force.
Buttle, F., & Maklan, S. (2019). Customer Relationship Management: Concepts and Technologies. Routledge.
Greenberg, P. (2009). CRM at the Speed of Light: Social CRM 2.0 Strategies, Tools, and Techniques for Engaging Your Customers. McGraw-Hill.

QUESTION 186
The European Union (EU) is an example of:

A. globalization.

B. country-to-country commerce.

C. a nongovernmental organization (NGO).
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D. a trading bloc.

Correct Answer: D
Section:
Explanation:
The European Union (EU) is a political and economic union of 27 member states that are located primarily in Europe. It is considered a trading bloc because:
Free Trade Area: The EU promotes free trade among its member countries by eliminating tariffs and other barriers to trade.
Common Market: It allows for the free movement of goods, services, capital, and people within the member states.
Economic and Political Integration: The EU adopts common policies on various matters, including trade, agriculture, and regional development, fostering economic and political integration among its members.
Baldwin, R., & Wyplosz, C. (2019). The Economics of European Integration. McGraw-Hill Education.
McCormick, J. (2020). Understanding the European Union: A Concise Introduction. Palgrave Macmillan.

QUESTION 187
The primary purpose of implementing supplier relationship management (SRM) is to:

A. minimize legal contracts.

B. Identity strategic sources of supply.

C. enable sole or single sourcing.

D. streamline the procurement process.

Correct Answer: D
Section:
Explanation:
Supplier Relationship Management (SRM) is implemented to enhance the efficiency and effectiveness of procurement. Its primary purposes include:
Streamlined Procurement: SRM systems automate and streamline procurement processes, reducing manual tasks and improving accuracy.
Enhanced Supplier Performance: By managing relationships more effectively, organizations can improve supplier performance, quality, and delivery times.
Cost Reduction: Streamlined processes and improved supplier performance can lead to significant cost savings.
Monczka, R. M., Handfield, R. B., Giunipero, L. C., & Patterson, J. L. (2015). Purchasing and Supply Chain Management. Cengage Learning.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.

QUESTION 188
In a service environment, a decrease in demand over the long term will most likely result in:

A. decreased cost of service.

B. increased cost of service

C. decreased cycle time.

D. Increased cycle time.

Correct Answer: B
Section:
Explanation:
In a service environment, a long-term decrease in demand can lead to increased costs of service due to several factors:
Fixed Costs: Many service environments have high fixed costs (e.g., facilities, equipment) that do not decrease with lower demand, leading to higher per-unit costs.
Economies of Scale: Lower demand can result in the loss of economies of scale, as the cost per unit increases when services are spread over a smaller number of customers.
Resource Utilization: Decreased demand can lead to underutilization of resources (e.g., staff, infrastructure), further driving up the cost per service unit.
Fitzsimmons, J. A., Fitzsimmons, M. J., & Bordoloi, S. (2014). Service Management: Operations, Strategy, Information Technology. McGraw-Hill Education.
Heskett, J. L., Sasser, W. E., & Schlesinger, L. A. (2015). The Service Profit Chain: How Leading Companies Link Profit and Growth to Loyalty, Satisfaction, and Value. Free Press.

QUESTION 189
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Which of the following techniques is most effective for a company to sell high-volume products to multiple market segments?

A. Market targeting

B. Mass customization

C. Mass production

D. Commoditization

Correct Answer: B
Section:
Explanation:
Mass customization is a technique that combines the flexibility and personalization of custom-made products with the low unit costs associated with mass production. By leveraging advanced technologies and processes,
companies can offer products tailored to individual customer preferences while still achieving high-volume production efficiencies. This approach enables companies to cater to multiple market segments by providing a
variety of product options, features, and configurations that appeal to different customer needs without sacrificing economies of scale. This method is particularly effective in markets where customers demand both variety
and personalized products.
Pine, B. J. (1993). 'Mass Customization: The New Frontier in Business Competition.' Harvard Business School Press.
Tseng, M. M., & Jiao, J. (2001). 'Mass Customization.' In Handbook of Industrial Engineering (pp. 684-709). Wiley.

QUESTION 190
The United Nations (UN) Global Compact is best defined as a:

A. voluntary initiative to advance universal pnnciples on human rights, labor, anticorruption. and environmental stewardship.

B. credential that indicates a multinational organization is upholding minimum standards of legal compliance and financial reporting.

C. set of guidelines encouraging firms that plan to expand into other countries to adhere to the standards of their home countries.

D. set of minimum standards for a wide range of business practices that allows organizations to receive global compliance certification.

Correct Answer: A
Section:
Explanation:
The United Nations (UN) Global Compact is a voluntary initiative that encourages businesses worldwide to adopt sustainable and socially responsible policies and to report on their implementation. The initiative is based on
ten principles in the areas of human rights, labor, the environment, and anti-corruption. Companies that join the UN Global Compact commit to aligning their operations and strategies with these universal principles, thereby
contributing to a more inclusive and sustainable global economy. The initiative provides a framework for businesses to integrate these principles into their operations and to engage in collaborative projects that advance the
broader goals of the United Nations.
United Nations Global Compact. (n.d.). 'What is the UN Global Compact?' Retrieved from https://www.unglobalcompact.org
Kell, G. (2005). 'The Global Compact: Selected Experiences and Reflections.' Journal of Business Ethics, 59(1-2), 69-79.

QUESTION 191
Which of the following actions is most likely to reduce inventory carrying costs?

A. Utilize ABC classification.

B. Standardize the items in inventory

C. Set minimum inventory levels.

D. Initiate a vendor-managed inventory (VMI) program.

Correct Answer: D
Section:
Explanation:
Improved Inventory Accuracy: Suppliers monitor inventory levels and ensure timely replenishment, reducing the likelihood of overstocking or stockouts.
Reduced Safety Stock: With better visibility and coordination, the need for high safety stock levels is diminished.
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Enhanced Supply Chain Efficiency: Suppliers can optimize their production and delivery schedules based on actual demand, leading to more efficient use of resources and lower overall inventory levels.
Lower Administrative Costs: The automated process reduces the administrative burden associated with inventory management.
Waller, M., Johnson, M. E., & Davis, T. (1999). 'Vendor-Managed Inventory in the Retail Supply Chain.' Journal of Business Logistics, 20(1), 183-203.
Disney, S. M., & Towill, D. R. (2003). 'Vendor-managed inventory and bullwhip reduction in a two-level supply chain.' International Journal of Operations & Production Management, 23(6), 625-651.

QUESTION 192
A firm is assessing the risk of business disruption due to several types of natural disasters. When determining the risk of each type of disaster, the firm should consider the probability of each type of disaster and the:

A. consequences of the disruption.

B. cost of mitigating the disaster.

C. firm's capability to mitigate the risk.

D. forecaster's confidence in the risk probability.

Correct Answer: A
Section:
Explanation:
When assessing the risk of business disruption due to natural disasters, a firm must evaluate both the probability of each type of disaster occurring and the potential consequences of such disruptions. This approach ensures a
comprehensive understanding of the risk landscape and helps prioritize mitigation strategies based on the severity of the impact. The consequences of a disruption can include financial losses, operational downtime, damage
to infrastructure, and reputational harm. By assessing the potential consequences, the firm can develop targeted contingency plans, allocate resources effectively, and enhance overall resilience to various types of disasters.
National Institute of Standards and Technology (NIST). (2015). 'Community Resilience Planning Guide for Buildings and Infrastructure Systems.' NIST Special Publication 1190.
FEMA. (2013). 'Threat and Hazard Identification and Risk Assessment Guide.' Comprehensive Preparedness Guide (CPG) 201.

QUESTION 193
When choosing a supplier in a market-responsive supply chain, a company most appropriately would make the selection on the basis of quality and:

A. product cost.

B. product development capabilities

C. cost of delivery.

D. speed.

Correct Answer: D
Section:
Explanation:
In a market-responsive supply chain, the ability to quickly respond to changing customer demands and market conditions is critical. When choosing a supplier, a company should prioritize not only quality but also the speed at
which the supplier can deliver products. Speed is essential for maintaining high levels of customer satisfaction and competitive advantage in fast-moving markets. A supplier with quick turnaround times can help the company
reduce lead times, minimize inventory levels, and respond rapidly to market fluctuations, ensuring that the supply chain remains agile and responsive to customer needs.
Fisher, M. L. (1997). 'What is the right supply chain for your product?' Harvard Business Review, 75(2), 105-116.
Christopher, M., & Towill, D. R. (2001). 'An integrated model for the design of agile supply chains.' International Journal of Physical Distribution & Logistics Management, 31(4), 235-246.

QUESTION 194
The primary benefit of an effective sates and operations planning (S&OP) process is that it provides a:

A. procedure for defining product family priorities.

B. means to evaluate the feasibility of material requirements planning (MRP).

C. direct and consistent dialogue between operations and senior management

D. statement of production assuming unlimited resources.

Correct Answer: C
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Section:
Explanation:
Sales and Operations Planning (S&OP) is a cross-functional process designed to align the supply chain with the company's business strategy and objectives. The primary benefit of an effective S&OP process is that it fosters
direct and consistent dialogue between operations and senior management. This communication ensures that all departments are aligned with the company's strategic goals and that operational plans support these
objectives.
Alignment of Objectives: S&OP ensures that sales, marketing, finance, and operations are working towards common goals. This alignment helps in balancing supply and demand, optimizing inventory levels, and enhancing
customer satisfaction.
Informed Decision-Making: Regular meetings and discussions facilitate informed decision-making by providing senior management with a comprehensive view of the company's operational capabilities and market demands.
This insight enables better strategic planning and resource allocation.
Responsiveness to Market Changes: An effective S&OP process allows the company to respond more quickly to market changes, customer demands, and external disruptions. This agility is crucial for maintaining
competitiveness and meeting customer expectations.
Risk Management: By integrating input from various departments, S&OP helps in identifying potential risks and developing mitigation strategies. This proactive approach reduces the likelihood of supply chain disruptions and
enhances overall resilience.
Wallace, T. F., & Stahl, R. A. (2008). 'Sales and Operations Planning: The How-To Handbook.' T. F. Wallace & Company.
Lapide, L. (2004). 'Sales and Operations Planning Revisited.' Journal of Business Forecasting,

QUESTION 195
In distribution requirements planning (DRP), projected on-hand inventory is equal to the prior week's on-hand inventory minus the current week's gross requirements plus:

A. planned production.

B. planned orders.

C. safety stock.

D. scheduled receipts.

Correct Answer: D
Section:
Explanation:
In Distribution Requirements Planning (DRP), the calculation of projected on-hand inventory is a crucial aspect. The formula used for this calculation is:
ProjectedOn-HandInventory=PriorWeek'sOn-HandInventoryCurrentWeek'sGrossRequirements+ScheduledReceiptsProjectedOn-HandInventory=PriorWeek'sOn-
HandInventoryCurrentWeek'sGrossRequirements+ScheduledReceipts
Here's the breakdown:
Prior Week's On-Hand Inventory: This is the amount of inventory available at the end of the previous period.
Current Week's Gross Requirements: These are the total demands for the current period, which includes customer orders and forecasted demand.
Scheduled Receipts: These are the quantities of inventory that are expected to be received in the current period from previously placed orders.
Therefore, to maintain an accurate calculation of on-hand inventory, you subtract the current week's gross requirements from the prior week's on-hand inventory and add any scheduled receipts that are expected to arrive.
APICS Dictionary, 16th Edition
'Distribution Requirements Planning: The Gateway to Supply Chain Management' by Donald J. Bowersox, David J. Closs, M. Bixby Cooper
'Manufacturing Planning and Control for Supply Chain Management' by F. Robert Jacobs, William Berry, D. Clay Whybark, Thomas E. Vollmann

QUESTION 196
Which of the following factors is crucial to advancing cooperation between customers and suppliers?

A. A legal agreement

B. Mutual trust

C. Mutual need

D. Financial dependency

Correct Answer: B
Section:
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Explanation:
Advancing cooperation between customers and suppliers hinges on several critical factors, with mutual trust being the most crucial. Here's why:
Foundation of Relationships: Mutual trust forms the foundation of strong, long-lasting relationships between business partners. Trust reduces the perceived risk of opportunistic behavior and fosters a cooperative
environment.
Enhanced Communication: When trust exists, both parties are more likely to share relevant information openly, leading to better decision-making and problem-solving.
Commitment and Collaboration: Trust encourages a higher level of commitment and willingness to work together to overcome challenges and achieve common goals.
Risk Mitigation: Trust mitigates risks associated with dependency and reliance on external partners, as both parties are more likely to act in good faith.
While legal agreements, mutual need, and financial dependency play roles in these relationships, they cannot replace the fundamental importance of mutual trust.
'Supply Chain Management: Strategy, Planning, and Operation' by Sunil Chopra, Peter Meindl
'Purchasing and Supply Chain Management' by Robert M. Monczka, Robert B. Handfield, Larry C. Giunipero, James L. Patterson
'Strategic Supply Management' by Robert J. Trent

QUESTION 197
Which of the following statements is true when selecting the mode of transportation to use in a global supply chain?

A. The difference in cost of warehousing in different countries makes air transportation viable only for very lightweight items.

B. When moving heavy items long distances, water transportation offers the lowest cost and highest availability in most countries.

C. Pipeline usage is limited because of the high variable cost of operation and difficulty moving between pipelines

D. The availability, specifications, and geographic reach of rail transportation varies greatly from country to country.

Correct Answer: D
Section:
Explanation:
Selecting the appropriate mode of transportation in a global supply chain requires understanding the characteristics and limitations of each option:
Rail Transportation Variability: Rail transportation's availability, specifications, and geographic reach can vary significantly by country. Factors influencing this include:
Infrastructure Development: Some countries have well-developed rail networks, while others may lack extensive rail infrastructure.
Technical Specifications: Differences in track gauge, loading standards, and train types can affect compatibility and efficiency.
Geographic Reach: Rail networks may cover large parts of some countries while being limited in others, affecting connectivity and accessibility.
Cost Considerations: While rail can be cost-effective for certain types of cargo and distances, its variability in availability and specifications means that it may not always be the optimal choice.
Comparison to Other Modes:
Air Transportation: Typically used for lightweight, high-value items due to higher costs.
Water Transportation: Ideal for moving heavy items over long distances, offering low costs but slower speeds.
Pipeline: Generally used for specific commodities like oil and gas, with high fixed costs but low variable costs.
'Global Logistics and Supply Chain Management' by John Mangan, Chandra Lalwani, Agustina Samanta
'Logistics & Supply Chain Management' by Martin Christopher
'The Handbook of Logistics and Distribution Management' by Alan Rushton, Phil Croucher, Peter Baker

QUESTION 198
Increased collaboration and access to channel partner competencies are achieved by sharing:

A. transportation and incentive plans.

B. cost sharing and partner agreements

C. inventory and transactions

D. data and business intelligence.

Correct Answer: D
Section:
Explanation:
Increased collaboration and access to channel partner competencies are significantly enhanced through the sharing of data and business intelligence. Here's why:
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Improved Decision-Making: Sharing data allows partners to make informed decisions based on accurate, up-to-date information. This leads to better alignment of strategies and operations.
Transparency: Data sharing fosters transparency, which builds trust and facilitates smoother cooperation between partners.
Efficiency and Responsiveness: Access to real-time data and business intelligence helps partners respond more quickly to changes in demand, supply disruptions, and other market dynamics.
Joint Problem Solving: When partners share data, they can collaboratively analyze and address issues, leading to improved performance across the supply chain.
Other factors like transportation and incentive plans, cost sharing, and partner agreements are also important, but they rely on the foundation of shared data and business intelligence to be most effective.
'Supply Chain Management: Strategy, Planning, and Operation' by Sunil Chopra, Peter Meindl
'Collaborative Planning, Forecasting, and Replenishment: How to Create a Supply Chain Advantage' by Dirk Seifert
'Supply Chain Management Best Practices' by David Blanchard

QUESTION 199
Which of the following actions would be the most practical for a supply chain manager to take in the handling of conflict minerals?

A. Keep track of the lot number at factory floor.

B. Maintain a relationship with the raw material supplier.

C. Conduct a reasonable country of origin inquiry.

D. Disclose distribution channel and transportation tactics.

Correct Answer: B
Section:

QUESTION 200
When developing a supply chain strategy, which of the following actions would be used to evaluate the achievement of the long-term goals of a business?

A. terminal drivers.

B. Measure performance.

C. less process variables

D. Perform benchmarking.

Correct Answer: B
Section:

QUESTION 201
A company is evaluating a potential supplier for a strategic, long-term relationship. Which of the following metrics would be the best indicator to assess the supplier's fiscal health and ...t potential bankruptcy?

A. quick ratio

B. aggregate inventory turnover

C. Financial Z-Score

D. Days of supply

Correct Answer: C
Section:
Explanation:
According to the APICS CSCP - Supply Chain Management Certification2, the financial Z-Score is a metric that measures the probability of a company going bankrupt within two years, based on a combination of financial ratios
such as liquidity, profitability, leverage, and activity. A higher Z-Score indicates a lower risk of bankruptcy, while a lower Z-Score indicates a higher risk of bankruptcy.

QUESTION 202
Which of the following rider less material handling systems can be characterized by movement along the floor using optical, magnetic, or wireless control?
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A. Automated storage/retrieval system (AS/RS)

B. Automated guided vehicle system (AGVS)

C. Robotics

D. Sortation

Correct Answer: B
Section:
Explanation:
According to the APICS Supply Chain Operations Reference Model SCOR1, an automated guided vehicle system (AGVS) is a type of rider less material handling system that can be characterized by movement along the floor
using optical, magnetic, or wireless control. AGVSs are used to transport materials within a facility or between facilities without human intervention.

QUESTION 203
A firm usually buys one month of requirements at a time but has decided to buy two months of requirements for a certain product to take advantage of an order quantity discount...kely made this decision because:

A. ..transportation costs will decrease since the firm is buying less often.

B. ..The firm would like to spend less time on placing orders.

C. ..The firm has determined that the price savings are greater than the extra holding cost.

D. The firm wants to improve its inventory turns.

Correct Answer: C
Section:
Explanation:
According to the APICS CSCP - Supply Chain Management Certification, order quantity discounts are price reductions offered by suppliers for buying larger quantities of a product or service. Order quantity discounts can lower
the purchasing cost per unit, but they also increase the holding cost per unit, as more inventory is stored for longer periods of time. A firm should compare the price savings and the extra holding cost to determine whether an
order quantity discount is beneficial or not.

QUESTION 204
Qualitative extrinsic data are used with which of the following forecasting techniques?

A. Time series

B. Seasonality

C. Delphi method

D. Causal method

Correct Answer: C
Section:
Explanation:
Qualitative extrinsic data are data that are obtained from external sources and are not based on numerical measurements, but rather on opinions, judgments, or perceptions. Qualitative extrinsic data are used with
qualitative forecasting techniques, such as the Delphi method. The Delphi method is a technique that involves a panel of experts who provide their opinions on a topic through a series of questionnaires. The results of each
questionnaire are summarized and fed back to the panel, allowing them to revise their opinions based on the feedback. The process is repeated until a consensus is reached or the opinions stabilize . The Delphi method is
useful for forecasting long-term trends, new product demand, technological changes, or social and economic issues.

QUESTION 205
Effective collaboration for item replenishment by external suppliers requires:

A. accurate long-term forecasts.

B. returnable plastic containers.
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C. close communication about component usage.

D. a process for the reverse supply chain.

Correct Answer: C
Section:
Explanation:
Effective collaboration for item replenishment by external suppliers hinges on the synchronization of information between the buyer and supplier. Among the options provided, close communication about component usage
(C) is critical as it enables suppliers to accurately understand the buyer's needs in real time, which in turn allows for more precise planning and timely replenishment of items. Accurate long-term forecasts (A) are important,
but they do not address the real-time and ongoing updates that close communication provides. Returnable plastic containers (B) and a process for the reverse supply chain (D) are logistical considerations that, while
beneficial, do not directly impact the day-to-day collaborative communication necessary for effective replenishment. Thus, close communication ensures that any changes in demand or usage are quickly communicated,
reducing the risk of stockouts or overstock situations.
Chopra, S., & Meindl, P. (2016). Supply Chain Management: Strategy, Planning, and Operation. Pearson.
Simchi-Levi, D., Kaminsky, P., & Simchi-Levi, E. (2007). Designing and Managing the Supply Chain: Concepts, Strategies, and Case Studies. McGraw-Hill.

QUESTION 206
Which of the following attributes is an advanced functionality of a warehouse management system (WMS)?

A. Inventory management

B. Work order management

C. Labor management

D. Task management

Correct Answer: C
Section:
Explanation:
Warehouse management systems (WMS) offer various functionalities to optimize warehouse operations. While basic WMS functions include inventory management (A), work order management (B), and task management
(D), advanced functionalities often extend to labor management (C). Labor management involves tracking and optimizing workforce performance, scheduling, and productivity. This advanced functionality allows for better
resource allocation, increased efficiency, and reduced labor costs, which are crucial for maintaining a competitive edge in warehouse operations.
Frazelle, E. (2002). World-Class Warehousing and Material Handling. McGraw-Hill.
Tompkins, J. A., & Smith, J. D. (1998). The Warehouse Management Handbook. Tompkins Press.

QUESTION 207
Which of the following transportation modes has the highest fixed cost and the lowest variable cost structure?

A. Rail

B. Truck

C. Air

D. Pipeline

Correct Answer: D
Section:
Explanation:
Among the listed transportation modes, pipelines have the highest fixed cost and the lowest variable cost structure. Pipelines require significant investment in infrastructure, including the construction of the pipeline itself
and the necessary pumping stations, which contribute to high fixed costs. However, once the infrastructure is in place, the cost of transporting goods (usually liquids or gases) through pipelines is relatively low, resulting in low
variable costs. In contrast, modes like rail (A), truck (B), and air (C) have lower fixed costs but higher variable costs associated with fuel, labor, and maintenance.
Coyle, J. J., Novack, R. A., Gibson, B. J., & Bardi, E. J. (2015). Transportation: A Supply Chain Perspective. Cengage Learning.
Rodrigue, J.-P., Comtois, C., & Slack, B. (2013). The Geography of Transport Systems. Routledge.
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QUESTION 208
A lack of which of the following elements is most likely to impede the implementation of a demand management system?

A. pervious period actual demand versus forecasted demand

B. physical distance between trading partners

C. ineffective sales and operations planning (S&OP) process

D. inadequate company vision statement

Correct Answer: C
Section:
Explanation:
According to the APICS Supply Chain Operations Reference Model SCOR, an ineffective sales and operations planning (S&OP) process is most likely to impede the implementation of a demand management system. S&OP is a
process that aligns the demand and supply plans across the supply chain, based on the business objectives and customer expectations. S&OP helps to balance demand and supply, improve forecast accuracy, reduce inventory
costs, and increase customer satisfaction. An ineffective S&OP process can result in poor demand management, which can lead to stockouts, excess inventory, lost sales, or dissatisfied customers.

QUESTION 209
The most stringent measurement of fill rate to support product availability is:

A. Line

B. Order

C. Value

D. Customer

Correct Answer: D
Section:

QUESTION 210
Which of the following processes is included in reverse logistics?

A. Designing a new product out of recycled material

B. Restoring a worn-out product to like-new condition

C. Reducing the amount of packaging material in a product

D. Compensating a more durable packaging design for multiple transports

Correct Answer: B
Section:

QUESTION 211
The main purpose of market research for supply chain design is to identify:

A. Minimal marketing costs

B. Potential markets and analyzing them

C. The best use of information technology (IT)

D. The best location of markets to minimize transportation costs

Correct Answer: B
Section:
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QUESTION 212
Sourcing via an internet-based trading exchange would be most appropriate for which of the following types of raw materials?

A. Expensive material that is critical to the finished product

B. Inexpensive material for which there are several substitutes

C. Expensive material for which there are many sources

D. Inexpensive material that is critical to the finished product

Correct Answer: B
Section:
Explanation:
According to the APICS CSCP - Supply Chain Management Certification, an internet-based trading exchange is a type of e-sourcing platform that connects buyers and sellers of goods and services online, allowing them to
conduct transactions, compare prices, and access market information. Sourcing via an internet-based trading exchange would be most appropriate for inexpensive material for which there are several substitutes, as this type
of material has low strategic importance and high supply availability, and can benefit from the lower transaction costs, increased competition, and reduced lead times offered by the online platform.

QUESTION 213
Goods can enter a country, undergo further modification, and then be exported without paying customs duties via which of the following designations?

A. Bonded warehouse

B. Trading bloc

C. Free trade zone (FTZ)

D. Citizen zone

Correct Answer: C
Section:

QUESTION 214
Which of the following risks is associated with outsourcing?

A. Reduction of capital investment

B. Economies of scale

C. Conflicting objectives

D. Increased flexibility

Correct Answer: C
Section:

QUESTION 215
Which of the following technologies best enables pulling products through the supply chain?

A. Automatic identification system (AIS)

B. Point-of-sale (POS) system

C. Customer relationship management (CRM)

D. Supply chain event management (SCEM)

Correct Answer: B
Section:
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QUESTION 216
The practice of supply chain members acting in close collaboration while retaining independent ownership is known as:

A. vertical integration.

B. forward integration.

C. horizontal integration.

D. virtual integration.

Correct Answer: D
Section:
Explanation:
The practice of supply chain members acting in close collaboration while retaining independent ownership is known as virtual integration. This term was introduced by Michael Dell in the 1990s to describe processes resulting
from combining traditional supply chain vertical integration with the characteristics of the virtual organization1. Virtual integration allows supply chain partners to share information, coordinate activities, and leverage each
other's capabilities, without having to merge or acquire each other. This can lead to improved efficiency, responsiveness, and innovation in the supply chain23. Vertical integration, on the other hand, is a business strategy
where the business itself controls the supply chain and multiple stages of its production process, thus eliminating or reducing third-party vendor dependencies4. Forward integration and horizontal integration are types of
vertical integration, where the business expands its control over the downstream or the same level of the supply chain, respectively4.

QUESTION 217
Which of the following statements best describes a fundamental requirement for developing and maintaining good business relationships in an effective supplier partnership?

A. The supplier must commit to meeting the customer's performance metrics.

B. The buyer must commit to improving processes.

C. A means of periodic feedback must be in place for issue resolution.

D. Both parties must focus on cost reduction to improve competitiveness.

Correct Answer: C
Section:
Explanation:
A fundamental requirement for developing and maintaining good business relationships in an effective supplier partnership is a means of periodic feedback for issue resolution. This means that both parties should
communicate regularly and transparently, share information and insights, and address any problems or concerns in a timely and constructive manner12. Feedback is essential for building trust, alignment, and collaboration
between suppliers and customers, as well as for improving performance, quality, and innovation34. The other options are not as comprehensive or relevant as the correct answer. While the supplier must commit to meeting
the customer's performance metrics, and the buyer must commit to improving processes, these are not sufficient for developing and maintaining good business relationships. They are more specific aspects of supplier
performance management and continuous improvement, which are important but not the only factors for effective supplier partnerships1. Similarly, while both parties should focus on cost reduction to improve
competitiveness, this is not the primary or sole objective of a supplier partnership. Cost reduction is one of the potential benefits of a supplier partnership, but it is not the main driver or requirement for forming and
sustaining such a relationship2. A supplier partnership should also aim for creating value, enhancing customer satisfaction, and achieving strategic goals34.

QUESTION 218
Implementing customer relationship management (CRM) will enable a company to:

A. provide a customer portal for ordering.

B. offer a standardized sales approach to all customers.

C. consolidate and integrate customer data.

D. give salespeople access to real-time order information.

Correct Answer: C
Section:
Explanation:
Implementing customer relationship management (CRM) will enable a company to consolidate and integrate customer data. CRM is a software system that allows a company to collect, store, and manage all its customers'
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data in one place1. This data can include personal information, contact details, purchase history, preferences, feedback, and more. By consolidating and integrating customer data, a company can gain a holistic view of each
customer, understand their needs and behavior, personalize their communication and offers, and improve their satisfaction and loyalty23. The other options are not as accurate or comprehensive as the correct answer. While
CRM can also provide a customer portal for ordering, offer a standardized sales approach to all customers, and give salespeople access to real-time order information, these are not the main or only benefits of CRM. They are
more specific features or outcomes of CRM, but they do not capture the essence of what CRM does for a company. CRM is more than just a tool for ordering, selling, or tracking orders; it is a strategy for managing and
enhancing customer relationships23.

QUESTION 219
When lead time is short and demand is known for a product group, what type of supply chain strategy is best to implement?

A. Continuous replenishment

B. Matching demand with capacity

C. Theory of constraints (TOC)

D. Batch production

Correct Answer: A
Section:
Explanation:
When lead time is short and demand is known for a product group, the best type of supply chain strategy to implement is continuous replenishment. Continuous replenishment is a supply chain strategy that aims to maintain
optimal inventory levels by replenishing products or materials as they are consumed or sold1. It is based on the principle of pull-based production, where demand triggers supply, rather than push-based production, where
supply anticipates demand2. Continuous replenishment can reduce lead time by eliminating the need for large and infrequent orders, minimizing inventory holding costs, improving customer service levels, and increasing
responsiveness to demand fluctuations34. The other options are not as suitable for the given scenario. Matching demand with capacity is a supply chain strategy that aims to balance the supply and demand of products or
services by adjusting the production capacity or the demand level5. It can reduce lead time by avoiding overproduction or underproduction, but it may not be feasible or cost-effective when demand is highly variable or
uncertain. Theory of constraints (TOC) is a management philosophy that focuses on identifying and eliminating the bottlenecks or constraints that limit the performance of a system. It can reduce lead time by improving the
throughput and efficiency of the system, but it may not address the root causes of lead time variability or uncertainty. Batch production is a production method that involves producing a set of identical products or materials
in batches or lots. It can reduce lead time by achieving economies of scale and reducing setup costs, but it may also increase inventory levels, waste, and quality issues.

QUESTION 220
Which of the following continuous improvement tools would be most appropriate to sequence a series of improvement ideas based on an agreed-upon weighted criteria?

A. Affinity diagram

B. Matrix diagram

C. Prioritization matrix

D. Cause-and-effect diagram

Correct Answer: C
Section:
Explanation:
The most appropriate continuous improvement tool to sequence a series of improvement ideas based on an agreed-upon weighted criteria is the prioritization matrix. A prioritization matrix is a tool that helps rank and
compare different options or alternatives based on multiple criteria and their relative importance1. It can be used to evaluate and prioritize improvement ideas by assigning scores and weights to each idea and criterion, and
then calculating the total score for each idea. The idea with the highest score is the most preferred option, and the idea with the lowest score is the least preferred option2. A prioritization matrix can help make objective and
data-driven decisions, as well as facilitate consensus and communication among stakeholders3. The other options are not as suitable for the given purpose. An affinity diagram is a tool that helps organize and group a large
number of ideas or issues into categories based on their similarity or affinity. It can be used to generate and sort improvement ideas, but it does not provide a way to rank or compare them based on criteria or weights. A
matrix diagram is a tool that helps display the relationship between two or more sets of data or variables in a matrix format. It can be used to analyze and compare improvement ideas, but it does not provide a way to
sequence them based on criteria or weights. A cause-and-effect diagram is a tool that helps identify and illustrate the root causes of a problem or effect in a fishbone or tree structure. It can be used to diagnose and solve
improvement problems, but it does not provide a way to sequence improvement ideas based on criteria or weights.

QUESTION 221
Which of the following effects is most likely to occur for a supply chain within a trading bloc?
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A. Increased loss of intellectual property

B. Increased growth due to consolidation

C. Loss of business due to more imports

D. Shorter lead times due to decreased border crossing scrutiny

Correct Answer: D
Section:
Explanation:
A trading bloc is a type of intergovernmental agreement where regional barriers to trade, such as tariffs and non-tariff barriers, are reduced or eliminated among the participating states.
Reduced Border Controls: Within a trading bloc, member countries typically experience reduced customs checks and streamlined procedures at borders, leading to faster processing times.
Harmonized Regulations: Trading blocs often harmonize regulations and standards, which reduces delays caused by differing national standards and compliance checks.
Enhanced Cooperation: Increased cooperation among member countries can lead to better infrastructure and more efficient logistical coordination, further reducing lead times.
This reduction in border crossing scrutiny directly leads to shorter lead times, making option D the most likely effect on a supply chain within a trading bloc.
European Union. 'The Benefits of Trade for Europe.' Europa.eu.
World Trade Organization. 'Regional Trade Agreements and the WTO.' WTO.org.

QUESTION 222
Which of the following inventories includes reverse logistics costs?

A. Anticipation

B. Hedge

C. End of lease

D. Decoupling

Correct Answer: C
Section:
Explanation:
The inventory that includes reverse logistics costs is end of lease. End of lease inventory refers to the products or assets that are returned to the owner or lessor at the end of a lease contract1. Reverse logistics costs are the
expenses associated with moving and managing products or materials in the opposite direction of the normal supply chain flow, such as returns, repairs, recycling, or disposal2. End of lease inventory involves reverse logistics
costs because the owner or lessor has to transport, inspect, refurbish, resell, or dispose of the returned products or assets3. The other types of inventory do not include reverse logistics costs. Anticipation inventory is the
inventory that is held in advance of expected demand, such as seasonal or promotional demand4. Hedge inventory is the inventory that is held to protect against unforeseen events, such as price fluctuations, supply
disruptions, or demand surges5. Decoupling inventory is the inventory that is held to buffer the dependencies between different stages of the supply chain, such as production, distribution, or sales6. These types of inventory
are part of the forward logistics process, where products or materials move from the source to the destination, and do not incur reverse logistics costs.

QUESTION 223
Which of the following objectives is a critical measure of distribution logistics operating performance?

A. Part number rationalization

B. Transportation cost reduction

C. Improved carrier selection

D. Production lead time reduction

Correct Answer: B
Section:
Explanation:
A critical measure of distribution logistics operating performance is transportation cost reduction. Transportation cost is the amount of money spent on moving products or materials from one location to another, such as
from suppliers to warehouses, or from warehouses to customers1. Transportation cost reduction is the process of minimizing the transportation cost by optimizing the transportation modes, routes, frequencies, and
capacities2. Transportation cost reduction can improve the distribution logistics operating performance by increasing the profitability, efficiency, and customer satisfaction of the distribution network34. The other options are
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not as critical or relevant as the correct answer. Part number rationalization is the process of reducing the number of different parts or components used in a product or a process, by standardizing, consolidating, or
eliminating them5. It can improve the distribution logistics operating performance by simplifying the inventory management, reducing the inventory cost, and enhancing the quality and reliability of the product or process.
However, it is not a direct measure of distribution logistics operating performance, but rather a design or engineering decision that affects the distribution logistics. Improved carrier selection is the process of choosing the
best transportation service provider for a given shipment, based on criteria such as cost, speed, reliability, and availability. It can improve the distribution logistics operating performance by reducing the transportation cost,
improving the delivery time, and ensuring the safety and security of the shipment. However, it is not a measure of distribution logistics operating performance, but rather a factor or input that affects the distribution logistics.
Production lead time reduction is the process of decreasing the amount of time it takes to produce a product or a service, from the start of the production process to the end of the production process. It can improve the
distribution logistics operating performance by reducing the inventory level, increasing the responsiveness to demand changes, and enhancing the customer satisfaction. However, it is not a measure of distribution logistics
operating performance, but rather a measure of production or manufacturing operating performance.

QUESTION 224
A company whose business strategy is to be environmentally responsible would most likely have a supply chain focused on:

A. reducing the size of facilities.

B. reducing supply chain costs.

C. increasing process efficiency.

D. increasing product throughput.

Correct Answer: C
Section:
Explanation:
A company that aims to be environmentally responsible would focus on making its supply chain more efficient to reduce environmental impact.
Resource Efficiency: Increasing process efficiency means using resources more effectively, which reduces waste and energy consumption.
Sustainable Practices: Implementing sustainable practices such as optimizing production processes, reducing emissions, and minimizing waste contributes to environmental responsibility.
Cost Reduction: Efficient processes also lead to cost savings, which can be reinvested in further sustainability initiatives.
Increasing process efficiency aligns with the goal of environmental responsibility by reducing the overall environmental footprint of the supply chain.
Srivastava, Samir K. 'Green supply-chain management: A state-of-the-art literature review.' International Journal of Management Reviews.
Sarkis, Joseph. 'A Strategic Decision Framework for Green Supply Chain Management.' Journal of Cleaner Production.

QUESTION 225
One of the difficulties in purchasing services is to:

A. be fully knowledgeable of the services provided.

B. completely understand the service provider's supply chain.

C. estimate the service provider's cost.

D. measure the quality of services provided.

Correct Answer: D
Section:
Explanation:
Purchasing services presents unique challenges compared to purchasing tangible goods. One of the primary difficulties is measuring the quality of services provided. Unlike physical products, services are often intangible and
can vary significantly based on the provider's performance, making it challenging to establish objective quality metrics. This subjectivity in service delivery requires robust monitoring and feedback mechanisms to ensure that
the services meet the required standards consistently.
Ellram, L. M., Tate, W. L., & Billington, C. (2007). Services supply management: The next frontier for improved organizational performance. California Management Review, 49(4), 44-66.
van der Valk, W., & Rozemeijer, F. (2009). Buying business services: towards a structured service purchasing process. Journal of Services Marketing, 23(1), 3-10.

QUESTION 226
A company is determining where it should manufacture a product weighing 1 lb. for the Chicago market with a demand of 100,000 items per year. Costs for each of four possible locations are summarized in the table below. If
the company wants to minimize the total cost to supply the items to the Chicago market, where should the items be produced?
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A. Houston

B. Taiwan

C. Chicago

D. Seattle

Correct Answer: C
Section:
Explanation:
To find the total cost of supplying the items to the Chicago market from each location, we need to multiply the demand (100,000 items) by the sum of the material and labor cost per item, the shipment cost to market per
item, and the import duty per item. The shipment cost to market per item can be obtained by dividing the shipment cost to market per 100 lb. by 100, since each item weighs 1 lb. The raw material shipment from source cost
is irrelevant for this question, since it does not affect the total cost to supply the items to the Chicago market. Using this formula, we can calculate the total cost for each location as follows:
Houston: 100,000 x ($7 + $5/100 + $0) = $712,000
Taiwan: 100,000 x ($6 + $6/100 + $2) = $814,000
Chicago: 100,000 x ($10 + $0/100 + $0) = $1,000,000
Seattle: 100,000 x ($12 + $5/100 + $0) = $1,205,000
The location with the lowest total cost is Chicago, with $1,000,000. Therefore, the items should be produced in Chicago to minimize the total cost to supply the items to the Chicago market.

QUESTION 227
The ultimate goal of a supply contract is to achieve which of the following outcomes?

A. Minimize the risk of stockouts for the buyer.

B. Reduce the risk of excess inventory for the supplier.

C. Share risk and increase profits for both entities.

D. Decrease quality issues and product returns.

Correct Answer: C
Section:
Explanation:
The ultimate goal of a supply contract is to achieve a win-win outcome for both the buyer and the supplier, where they share the risk and increase the profits of their business relationship12. A supply contract can help
achieve this goal by establishing clear and fair terms and conditions that align the incentives, expectations, and responsibilities of both parties34. A supply contract can also help foster trust, collaboration, and innovation
between the buyer and the supplier, which can enhance their competitive advantage and customer satisfaction .

QUESTION 228
A firm purchases a product requiring high quality, but it is not a critical or high-value item. What is the targeted supplier qualification level for this product?
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A. Approved

B. Preferred

C. Certified

D. Partnered

Correct Answer: C
Section:
Explanation:
For a product that requires high quality but is not critical or high-value, the targeted supplier qualification level should be 'Certified.' Certified suppliers have demonstrated their ability to consistently meet quality standards
and performance criteria, making them reliable sources for high-quality products. While 'Approved' and 'Preferred' suppliers may meet basic requirements, 'Certified' suppliers have typically undergone more rigorous
evaluation processes, ensuring a higher level of quality assurance.
Leenders, M. R., Johnson, P. F., Flynn, A., & Fearon, H. E. (2006). Purchasing and Supply Management. McGraw-Hill.
Trent, R. J. (2005). End-to-End Lean Management: A Guide to Complete Supply Chain Improvement. J. Ross Publishing.

QUESTION 229
The purpose of the Global Reporting Initiative (GRI) is to summarize which of the following guidelines?

A. Sustainability reporting guidelines regardless of country

B. Country-specific best practices in sustainability reporting

C. Continent-specific best practices in sustainability reporting

D. Governmental sustainable reporting regulations

Correct Answer: A
Section:
Explanation:
The purpose of the Global Reporting Initiative (GRI) is to summarizesustainability reporting guidelines regardless of country.GRI is an international independent standards organization that provides a common framework and
language for organizations to communicate and demonstrate their impacts on economic, environmental, and social issues12.GRI's sustainability reporting guidelines are applicable and relevant for any organization, regardless
of its size, sector, or location
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