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L4M2 Summarised Note

1. Understand how to devise a business case for requirements to be sourced
from external supplicrs:

1.1 Analyse how business needs influence procurement decisions:
2. Different types of purchase:
= Straight re-buy:
- When io use straight re-buy
= Typical scenurios that straight re-buy s sdopted
+ Modificd re-buy:
— When to use modified re-buy
— Typical scenarios that moedified re-buy is adopred
= New purchase
= When 1o use new purchase
= Typical scenarios tht new purchase 15 adopred
b. Ways to identify business needs: RASOCI
. Problem solving =kills for procurement professionals:
# Types of problems:
= Closed problems
= Open ended problems
* Problem solving processes: 5 why.
d. Typical sessions of a business ease: Exeeutive summary: Long-
tern strategy consideration; Business requirements: Price and cost
analysis; Market analysis: Supply analysis: Technical developments,

Vaulserability analysis: Sourcing objectives: Implementation plan;
Competitive advantages...

1.2 Identify how costs and prices can be estimated for procurcment
activities

2, Types of market datn

= Primary dinta (Neeld research): examples of these sources
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CIPS Defining Business Needs L4M2 Priifungsfragen mit Losungen (Q43-
Q48):

43. Frage
A procurement manager includes provision on recovery from natural disaster into a through-life specification.
Some suppliers suppose that provision is unnecessary. Is procurement manager’s action justified?

A. No, because with current technology, natural disaster can't disrupt supply chain.
B. Yes, because the regulations require contract to have recovery provision

C. Yes, because natural disaster may cause risks in organisation's supply chain

D. No, because this provision will incur unnecessary cost to supplier

Antwort: C

Begriindung;

Risks like natural disasters - fire, flood, or weather-related event, and cyber-attacks can disrupt the supply chain seriously. Threats
and disruptions mean a loss of revenue and higher costs, which leads to a drop in profitability. And businesses can't rely on insurance
alone because it doesn't cover all the costs and the customers who move to the competition. Risks must be identified early and
supplier should have a plan that ensures continuous operations during disasters.

There are several steps many companies must follow to develop a solid business continuity plan. They include:

- Business Impact Analysis: Here, the business will identify fimctions and related resources that are time- sensitive. (More on this
below.)

- Recovery: In this portion, the business must identify and implement steps to recover critical business fimctions.

- Organization: A continuity team nust be created. This team will devise a plan to manage the disruption.

- Training; The continuity team must be trained and tested. Members of the team should also complete exercises that go over the
plan and strategjes.

Reference: CIPS study guide page 138.
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44. Frage
What is the document that defines the activities, deliverables and timelines a supplier must carry out during contract performance?

A. Framework agreement
B. Project initial document
C. Statement of work

D. Work mnstruction

Antwort: C

Begrindung;

Statement of Work (SoW) is the document that captures and defines all aspects of your project. You'll note the activities,
deliverables and the timetable for the project. It's an extremely detailed document as it will lay the groundwork for the project plan.
Project Initial Docurment is an important document and should precede any specification writing project. It sets out the scope of the
project and it is the team's mandate from senior management Work instructions are also called work guides, Standard Operating
Procedures (SOPs), job aids or user manuals, depending on the situation. In any case, the purpose of work instructions is to clearly
explain how a particular work task is performed.

Framework agreements are arrangements between one or more buyers and one or more suppliers that provide the terms governing
contracts to be established for a certain period of time, in particular with regard to price and, where necessary, the quantity
envisaged.

Reference:

LO3,AC3.1

45. Frage
Which of the following specific markets engage in creation, liquidation and change of ownership of stock?

e A Agriculture
e B. Fnancial
e C. Construction



e D. Retail
¢ E. Manufacturing

Antwort: B

Begrindung;

According to Investopedia, the financial services sector provides financial services to people and corporations. This segment of the
economy is made up of a variety of financial firms includ-ing banks, investment houses, lenders, finance companies, real estate
brokers, and insurance com-panies. As noted above, the financial services industry is probably the most important sector of the
economy, leading the world in terms of earnings and equity market capitalization. Large conglomerates dominate this sector, but it
also includes a diverse range of smaller companies.

According to the finance and development department of the International Monetary Fund (IMF), financial services are the
processes by which consumers or businesses acquire financial goods. For example, a payment system provider offers a financial
service when it accepts and transfers funds between payers and recipients.

This includes accounts settled through credit and debit cards, checks, and electronic funds transfers.

Companies in the financial services industry manage money. For instance, a financial advi-sor manages assets and offers advice on
behalf of a client. The advisor does not directly provide investments or any other product, rather, they facilitate the movement of
funds between savers and the issuers of securities and other instruments. This service is a temporary task rather than a tangble asset.
Financial goods, on the other hand, are not tasks. They are things. A mortgage loan may seem like a service, but it's actually a
product that lasts beyond the mitial provision. Stocks, bonds, loans, commodity assets, real estate, and insurance policies are
examples of financial goods.

46. Frage

A procurement manager decided to use a conformance specification in a request for quotation (RFQ) for the manufacturing of a
specialist item designed by their company. The company does not have the capability to manufacture the item in-house, but requires
the item to be made to their detailed specification. Was this the correct thing to do?

A. No, as it means that the chosen supplier will not be able to use their expertise and knowledge to manufacture the item
B. Yes, as it means that the company will get exactly what it has specified and meets its specific requirements

C. No, as the item will be of non-standard construction and will not be able to be used by other competitors

D. Yes, as it means that the company will be able to get the most cost-effective price for the item from the chosen supplier

Antwort: B

Begrindung;

Detailed Explanation:Conformance specifications are appropriate when the buyer has precise requirements that must be met. This
ensures the final product aligns perfectly with the company's needs, even if it limits supplier flexibility. Reference: CIPS Level 4,
Conformance Specification in Procurement.

47. Frage
When preparing through-life specification, which of the following requirements should procure-ment team define besides the physical
asset? Select TWO that apply.

A. Objectives

B. Market analysis

C. Available substitute

D. Logistics and installation
E. Customer service

Antwort: D,E

Begrindung;

Through-lift Management involves the life-cycle management of the products, services and activities required to deliver a fully
integrated capability to the customer, while reducing the cost of ownership for the customer.

Diagram, table Description automatically generated

Source: Andrew Graves

With through- life management, buyer not only cares about the physical asset but also other factors like customer services and
maintenance.

Reference: CIPS study guide page 130
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