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impact of organisational policies and procedures on procurement and supply
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(Q10-Q15):
NEW QUESTION # 10 
What is an electronic system? Describe the following: e-requisitioning, e-catalogues, e-sourcing, e-payment technologies (25 marks)

Answer:

Explanation:
See the solution inExplanation partbelow.
Explanation:
How to approach this question:
- Your response will need 5 definitions. For 25 points that means 5 points per section so think about the level of detail you'll need to
include. It would be 5 points for electronic system (i.e. your introduction and conclusion), and then do a paragraph on each of the
technologies. In the description you could talk about why it's used and the advantages, and give some examples if you know any.
- Definition of electronic system - a system which uses some form of technology and automates a procurement process than would
otherwise have been completed manually.
- E-Requisitioning - a way of ordering goods or services. Includes the use of integrated ordering systems such as: ERP/ ERP II /
MRP / MRP II
- E-Catalogue- an electronic display of what goods can be ordered. A simple example of this may be a supplier displaying the goods
they offer on their website and the prices to purchase the goods.
- E-Sourcing - this involves the early stages of the tender process- using an electronic portal to find a supplier and / or conduct a
tender exercise.
- E-Payment - the P2P part of the cycle (procure to pay) - may involve electronic POs and Invoices, BACS, CHAPS and SWIFT
payment systems, and the use of Purchasing Cards Example essay:
Electronic systems, commonly refered to as E-procurement, is the business-to-business or business-to-consumer purchase of goods
or services, typically using the Internet or other information/ networking systems such as ERP systems. It has developed in the past
20 years as technology has improved and replaces time-consuming manual processes and is now considered the 'norm'. Electronic
systems and e-procurement can be used throughout the entire supply chain- not just between a single buyer and supplier.
Examples of electronic systems including the following:
E-requisitioning
This is often used in manufacturing organisations to order raw materials. An electronic 'bill of materials' is created and stock levels
are automatically updated. As materials get used and a pre-determined level is reached, this triggers a new order which is placed via
an e-requisitioning system such as MRP. It is a technological version of the traditional kan-ban (2 bin) system. E-requisition tools are
often cloud-based. It helps buyers simplify the buying process, track orders and provides higher levels of visibility on spend. The
main disadvantage to this technology is that it requires technology interfacing between the buyer and suppler, which may be
expensive.
E-catalogues
This is a digital or online version of a catalogue- a document that details what you can buy and at what price.
There are two main types - buy side catalogues and sell side catalogues. A buy-side catalogue is an internal system used by a buyer
which hosts a list of pre-approved suppliers from whom purchases can be made. It may include details of commonly bought items
and the prices. The use of this reduces maverick spending and ensures consistency in purchases (e.g. whenever lightbulbs need to be
ordered, the same lightbulbs are ordered so the office lighting is consistent). A sell-side catalogue is provided by a supplier and
details what they offer- it often includes prices, any discounts for bulk buying and may also let buyers know of availability (e.g. the
website may say only two items remaining). This may be as simple as a price list on their website, available for anyone to view.
E-sourcing
This is a tool that helps a buyer find the most suitable supplier. Examples include e-tendering websites where a buyer can host a
competition to find a supplier. E-auctions are also a type of e-sourcing tool. The tool (often a website) hosts all of the tendering
documents and allows for buyers and suppliers to communicate during the tender process (for example if there are any clarifications
needed on the specification). Using this tool allows for transparency and equal treatment, but also saves time in completing the tender
exercise. PQQs can be automated and some e-sourcing tools include the use of Artificial Intelligence which can 'read' tender
submissions and automatically exclude suppliers who do not fulfil the required criteria.
E-payment technologies
These are methods to pay for goods and services that replace the need for cash and cheques. Examples include online bank
transfers, electronic Purchase Orders and Invoices and the use of Pre-Payment cards. These act like credit cards for employees to
use when they need to buy supplies. For example, if you have a maintenance team that frequently need to purchase low-value items
like screws and paint, you could issue the team with a Pre-Payment card with a certain limit (e.g. £500/ month) so they can buy what
they need. The company will then automatically be sent a monthly invoice for all of the purchases. This saves time from having to
issue the maintenance team with petty cash for the purchases and allows for greater visibility over spend (e.g. how many screws are
typically bought per year?). Another typical use is for staff travel.
In conclusion, procurement teams benefit significantly from leveraging electronic tools, including e-requisitioning, e-catalogues, e-
sourcing, and e-payment technologies. The adoption of these electronic tools brings about various advantages that enhance



efficiency, transparency, cost-effectiveness, and overall effectiveness in the procurement process. Moreover E-procurement tools
has helped develop the procurement function into a professional and respected function and allows for a more pro-active rather than
reactive approach to purchasing.
Tutor Notes:
- Fun Fact! In the public sector, it is mandated that electronic systems are used in procurement (Public Contract Regulations 2015)
as this helps to achieve the objectives of transparency and equal treatment. Where manual systems are used, it is easy to manipulate
the tender process. For example, a buyer could read some tender submissions before the deadline for submission and no one would
know, but with an electronic system this is impossible as it locks evaluators out until the deadline has passed and all bidders have
submitted their responses. (note PCR 2015 is being replaced in 2024- details are still TBC but the above fun fact will still remain in
the new legislation- they're definitely still going to make it compulsory).
- You could also mention the names of systems if you know any. For example, e-sourcing tools include MyTenders.com and Delta
E-Sourcing. PO / Invoice systems include Sage, Xero and QuickBooks.
- The question doesn't ask for advantages of using these technologies but you could mention this in your answer. Just be sure that
this isn't the focus of your response- the question asks specifically for you to DESCRIBE the systems so detailedExplanation:s and
examples are where you will secure the most points.
- p.108

NEW QUESTION # 11 
Analyse FIVE different sources of added value in procurement
and supply.
(25 marks)

Answer:

Explanation:
See the solution in Explanation part below.
Explanation:
In procurement and supply, adding value means going beyond simple cost savings to enhance the overall contribution of procurement
to the organization's objectives. Added value can be generated in multiple ways, impacting cost, quality, efficiency, innovation, and
sustainability. Below are five key sources of added value in procurement and supply, analysed in detail:
1. Cost Reduction and Cost Avoidance
* Definition: Cost reduction involves lowering the actual purchase price of goods or services, while cost avoidance refers to actions
that prevent costs from increasing in the future.
* Explanation: Through effective supplier negotiations, competitive tendering, bulk purchasing, and long-term contracts, procurement
can achieve significant cost savings. Cost avoidance can come from proactive management of risks, improving contract terms, or
optimizing specifications to prevent future price hikes.
* Impact: This directly improves the organization's profitability by reducing expenditure without compromising quality or service
levels.
* Example: Renegotiating supplier contracts to achieve better rates or standardizing materials to reduce complexity and cost.
2. Improved Quality and Performance
* Definition: Enhancing the quality of goods and services procured to meet or exceed organizational needs.
* Explanation: Procurement contributes added value by specifying and sourcing higher quality materials or services that reduce
defects, returns, and downtime. Better quality improves customer satisfaction and product reliability.
* Impact: Higher quality inputs lead to better outputs, reducing internal failures and enhancing brand reputation.
* Example: Working with suppliers to implement quality assurance processes or selecting suppliers with robust certification and
testing capabilities.
3. Innovation and Supplier Collaboration
* Definition: Encouraging suppliers to contribute innovative ideas, technologies, or processes that benefit the organization.
* Explanation: Procurement can create value by fostering collaborative relationships with suppliers to drive product innovation,
process improvements, and new market opportunities. Early supplier involvement can reduce development times and costs.
* Impact: Innovation enhances competitive advantage, supports new product development, and can open up new revenue streams.
* Example: Joint development projects with suppliers or using supplier expertise to redesign components for cost efficiency and
performance improvement.
4. Risk Management and Supply Continuity
* Definition: Identifying and mitigating risks in the supply chain to ensure uninterrupted supply.
* Explanation: Procurement adds value by assessing supplier reliability, geopolitical risks, financial stability, and logistical challenges
to minimize disruptions. Contingency planning and diversified sourcing reduce vulnerability.
* Impact: Reliable supply chains prevent costly production stoppages and reputational damage, contributing to operational resilience.
* Example: Developing dual sourcing strategies or monitoring supplier performance and compliance continuously.
5. Sustainability and Corporate Social Responsibility (CSR)



* Definition: Integrating environmental and social considerations into procurement decisions.
* Explanation: Procurement adds value by selecting suppliers who comply with sustainability standards, ethical labor practices, and
environmental regulations. This aligns with organizational CSR goals and reduces negative impacts.
* Impact: Enhances brand image, meets regulatory requirements, and can reduce waste and resource consumption.
* Example: Choosing suppliers with certified green practices or implementing circular economy principles in supply chains.
Conclusion:
Added value in procurement and supply extends beyond price savings to include quality enhancement, innovation, risk mitigation,
and sustainability. By strategically managing supplier relationships and aligning procurement activities with organizational goals,
procurement professionals can deliver significant and measurable benefits that improve competitive advantage and organizational
performance.

NEW QUESTION # 12 
Discuss 3 areas of regulation relating to competition that a procurement professional should be aware of (25 points)

Answer:

Explanation:
See the solution inExplanation partbelow.
Explanation:
How to approach this question
- This question is very vague. Sometimes CIPS do this. It allows for you to be a bit more free in your response, but can also be quite
stressful because you don't 100% know what they're after.
- For this question we're looking at competitions, so full tenders where lots of suppliers are invited to bid for an opportunity. This
means the type of things we could be discussing include; IP, cartels, merger controls and monopolies.
Example Essay
Procurement professionals operate within a legal framework that regulates competition, aiming to ensure fair business practices and
prevent anti-competitive behaviour. Three critical areas of regulation related to competition that procurement professionals should be
aware of include intellectual property, cartels, and merger controls.
Intellectual Property (IP):
Intellectual property encompasses creations of the mind, such as inventions, designs, and brand names, protected by law. In the
context of procurement, understanding intellectual property is essential when dealing with suppliers' products, technologies, or
services that may involve intellectual property rights.
Procurement professionals must be aware of the intellectual property rights associated with the goods or services they are procuring.
This includes respecting patents, trademarks, copyrights, and trade secrets owned by suppliers. Due diligence is crucial to ensure
that the products or services being procured do not infringe on the intellectual property rights of others, requiring verification of legal
ownership and legitimacy. An example of something procurement should look out for include ensuring goods are authentic and not
counterfeit.
Cartels:
Cartels involve agreements between competitors to control prices, manipulate markets, or restrict competition.
For procurement professionals, it is imperative to be vigilant and avoid engaging in or unintentionally supporting cartel activities.
Procurement professionals should refrain from participating in anti-competitive behaviour, such as bid-rigging or price-fixing, which
are common cartel activities. This involves not colluding with suppliers or competitors to manipulate procurement processes.
Maintaining open and fair competition is essential, ensuring that procurement processes remain transparent, competitive, and free
from attempts to distort market dynamics, thereby preventing the formation of cartels and promoting a level playing field.
One notable example involved the construction industry in the UK. In 2019, the Competition and Markets Authority (CMA) fined
three major suppliers to the construction industry for participating in a cartel. The companies, which supplied concrete drainage
products, were found to have coordinated their behaviour to share markets, fix prices, and rig bids.The investigation revealed that
these companies had breached competition law by engaging in anti-competitive practices that limited competition and negatively
impacted customers. The fines imposed were part of the CMA's efforts to deter and penalize such cartel behaviour, emphasizing the
importance of fair competition in procurement. The Directors of the companies have also been banned from undertaking the role of
Director of any company for 12 years.
Merger Controls:
Merger controls are regulations overseeing the consolidation of companies, mergers, and acquisitions to prevent monopolistic
practices and protect fair competition. Procurement professionals need to be aware of these regulations, especially when dealing
with suppliers undergoing mergers or acquisitions.
Staying informed about mergers and acquisitions within the supplier base is crucial. If a key supplier undergoes such changes, it may
impact the stability of the supply chain or alter market dynamics. Procurement professionals need to be aware of potential changes in
supplier relationships, pricing structures, or product/service availability resulting from mergers. Engaging in proactive risk
management and contingency planning is necessary to mitigate any negative impacts on procurement operations.



Mergers are actively watched in the UK by the Competition and Markets Authority, and where rules are broken, the CMA can
intervene and even prevent mergers from happening. A notable example of this was the attempted merger between JD Sports and
Footasylum - the companies were fined millions of pounds for exchanging information and attempting to collude and distort the
marketplace.
In conclusion, procurement professionals play a crucial role in navigating these regulatory landscapes effectively. Understanding
intellectual property, avoiding cartel activities, and staying informed about merger controls contribute to fostering fair and transparent
competition within the marketplace.
Tutor Notes
- The construction example of a cartel can be found here Supply of precast concrete drainage products: civil investigation -
GOV.UK (www.gov.uk) but feel free to use your own!
- The JD/ Footasylum one is here: JD Sports and Footasylum fined £4.7m for competition breach - BBC News. Basically, the
CMA got involved because the two firms were sharing private information and having secret meetings, with the intention that they
could combine. The CMA thought it was super dodgy and that it would distort the trainer / footwear market in the UK so they fined
the companies and told them to stop it.
- The study guide is a bit light on this topic, so I would do a bit of extra research and have an example in your back pocket for if you
need it. P. 142 If you want an example of IP issues- Shein is a great company to look at- 'They took my world': fashion giant Shein
accused of art theft | Art and design | The Guardian

NEW QUESTION # 13 
Explain FIVE ways conflicts of interest could be managed by effective corporate governance. (25 marks)

Answer:

Explanation:
See the solution in Explanation part below.
Explanation:
Five Ways to Manage Conflicts of Interest Through Effective Corporate Governance Conflicts of interest arise when an individual or
entity has competing personal and professional interests that could compromise their judgment or decision-making in business
transactions. Effectivecorporate governanceensures that such conflicts are identified, managed, and mitigated to uphold transparency,
integrity, and accountability within an organization. Below are five ways corporate governance can help manage conflicts of interest:
1. Establishing Clear Policies and Codes of Conduct
* Organizations should implementformal policiesthat outline what constitutes a conflict of interest and how employees and
stakeholders should handle such situations.
* Effectiveness:
* Provides clear guidelines on ethical behavior.
* Ensures employees disclose conflicts before engaging in business transactions.
* Sets disciplinary actions for non-compliance.
2. Mandatory Disclosure of Interests
* Employees, board members, and executives should berequired to declare financial, personal, or business intereststhat may conflict
with their duties.
* Effectiveness:
* Enhances transparency in procurement and business dealings.
* Prevents individuals from unduly influencing decisions for personal gain.
* Enables proactive identification of potential conflicts before they escalate.
3. Implementing Independent Oversight and Decision-Making Structures
* Establishing independent committees such asaudit, risk, and procurement committeesto oversee critical decision-making.
* Effectiveness:
* Ensures decisions are made objectively, reducing the risk of favoritism or unethical influence.
* Promotes accountability by having multiple parties involved in key transactions.
* Prevents a concentration of power in one individual or department.
4. Whistleblowing Mechanisms and Ethical Reporting Channels
* Organizations should provideanonymous reporting mechanismsfor employees to report unethical behavior or conflicts of interest.
* Effectiveness:
* Encourages a culture of transparency and ethical behavior.
* Protects whistleblowers from retaliation.
* Allows management to address conflicts before they result in financial or reputational damage.
5. Regular Audits and Compliance Monitoring
* Conducting periodicinternal and external auditsto detect and investigate potential conflicts of interest.
* Effectiveness:
* Helps identify patterns of unethical behavior.



* Ensures continuous improvement in governance practices.
* Reinforces a compliance-driven corporate culture.
Conclusion
By implementing these governance strategies, organizations can effectivelymanage conflicts of interest, reduce risks associated with
unethical practices, and ensure decisions are made in the best interest of stakeholders. Effective corporate governance fosters trust,
accountability, and long-term business sustainability.

NEW QUESTION # 14 
What is a Code of Ethics? What should an Ethical Policy Contain? What measures can an organisation take if there is a breach of
their Ethical Policy? (25 points)

Answer:

Explanation:
See the solution inExplanation partbelow.
Explanation:
- Firstly give a short definition of Code of Ethics: a document that sets out moral principles or values about what is right and wrong.
- What an Ethical Policy should contain: Condition of workers, Environment, H+S, Discrimination, Gift / Bribery Policy,
Whistleblowing, Confidentiality, Fair Dealings, Declaration of Conflict of Interests. You won't have time to go into depth on all of
these, so pick a few where you want to give an example.
- Measures to take if there is a breach: depending on what the breach is and who breached it this could include:
education/ training, sanctions, blacklisting, reporting to authorities, publicise the issue, use a performance improvement plan, issue
warnings, dismissal.
Example Essay:
A code of ethics is a formal document or set of principles that outlines the values, ethical standards, and expected conduct for
individuals within an organization. It serves as a guide for employees and stakeholders, shaping their behaviour and decision-making
to align with the organization's ethical framework. It may take the form of a Mission Statement, Core Values, Specific Guidelines or
established reporting mechanisms. The purpose of the Code is to establish standards, promote integrity, mitigate risks and build
trust- with both internal and external stakeholders.
A Code of Ethics may contain the following:
- Condition of workers - stating what the company will provide to the employees to make sure the environment is safe. This could
include the physical environment but also hours worked, opportunities for breaks etc. Depending on the sector it could detail shift
patterns, expectations regarding overtime and compensation.
- Environment - this section would discuss compliance with legislation regarding pollution, disposal of waste materials etc. Depending
on the company's goals- they may have higher commitments to the environment than those imposed by the government. Additional
commitments may include NetZero targets or the use of renewable sources of energy.
- H+S- Health and Safety. Ensuring that the working environment is free of hazards and that workers have the training and
equipment they need to complete the work safely. E.g. PPE
- Discrimination- a promise not to discriminate based on any characteristic. Aligns with the Equalities Act.
Policy should include how the company would handle situations, for example if an employee reports an issue of discrimination or
harassment. This may involve the use of a whistleblowing hotline or details on how to contact HR.
- Gift / Bribery Policy - this area of the code of conduct would explain whether the company allows staff members to receive gifts
(e.g. from suppliers) and the processes to complete if they do (e.g. return the item, complete an internal document, donate the gift to
charity). Different companies and industries will have different rules surrounding this, the Public Sector is much more likely to reject
gifts from suppliers for example.
- Declaration of conflict of interests- this explains what staff should do if there is a conflict. For example if they are running a tender
and their father owns one of the suppliers who is bidding for the work. The conflict of interest policy will explain what the person
should do, how to report it and have mechanisms in place to ensure that nothing untoward could come of the situation. This may be
having another member of staff mark the tender to ensure unbiasedness.
Measures to take in case of a breach
A response to a breach will depend on who breached the policy - whether this is an employee or a supplier. It will also depend on
the severity of the breach.
Remedies for a supplier breach could include: education / training if the breach is minor. Supplier development if the relationship with
the supplier is very important (for example if there are no other suppliers the buyer could turn to) and the breach is minor. If the
breach is major such as fraud or misappropriation of funds, a buyer could look to issue sanctions, claim damages and dismiss the
supplier. There could be options to claim liquidated damages if this is included in the contract. For very serious offenses the buyer
may blacklist the supplier- never use them ever again and could also report the issue to the police if the breech is also criminal (e.g.
modern slavery or fraud).
Remedies for an employee breach could include: for minor breaches training may be required, particularly if it was a junior member



of the team and it was an innocent mistake like forgetting to fill out a form when they received a Gift. The employee could be
carefully monitored and put on an Improvement Plan. If internal issues are found, such as several staff are breaching the Code of
Ethics, senior management could look to review policies to make sure issues are being flagged and responded to in the best way.
Employees who fail to follow the Ethical Policy, either through routinely failing to adhere to it or through a major breach could be
dismissed from the organisation. There would need to be strong evidence of this.
In conclusion it is important for all organisations regardless of size of industry to have an Ethics Policy.
Sharing the code of ethics with staff is a fundamental step in embedding ethical principles into the organizational culture. Regular
communication and training reinforce these principles, fostering a shared commitment to ethical behaviour across all levels of the
organization.
Tutor Notes
- In an essay like this it's always a good example to use examples. They can be hypothetical - you don't have to know any
company's Ethics policy off by heart. E.g. If a supplier breached a buyer's Ethical Policy by employing Child Labour in their
factories, an appropriate measure for the buyer to take would be to cancel the contract and find another supplier. This is because not
only is Child Labour illegal, the buyer will not want to be associated with this supplier as it will have negative repercussions on their
image. The best response would therefore be to distance themselves from the supplier.
- Code of Ethics and an Ethics Policy are the same thing. Just different language. The terms can be used interchangeably
- Study guide p. 128

NEW QUESTION # 15
......

This is similar to the L4M1 desktop format but this is browser-based. It requires an active internet connection to run and is
compatible with all browsers such as Google Chrome, Mozilla Firefox, Opera, MS Edge, Safari, Internet Explorer, and others. The
CIPS L4M1 Mock Exam helps you self-evaluate your CIPS L4M1 exam preparation and mistakes. This way you improve
consistently and attempt the L4M1 certification exam in an optimal way for excellent results in the exam.
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