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¢ Understand the impact of ESG (Environmental, Social, and Governance) considerations on ethical and
sustainable supply chains: This section of the exam measures the skills of Procurement Managers and
covers how ESG principles are applied to secure ethical and sustainable supply chains. It looks at the role
of environmental, social, and governance factors in procurement decisions, alongside risks and benefits of

hEY 71 ESG adoption. Learners also explore issues such as modern slavery, bribery, and human rights, as well as

the importance of diversity, inclusion, and stakeholder management. The section highlights how

globalization, culture, and labour practices shape supply strategies and examines potential conflicts that may|

arise when balancing ESG priorities with business demands.

¢ Understand initiatives and standards related to ESG (Environmental, Social, and Governance) that support
ethical and sustainable procurement and supply: This section of the exam measures the skills of
Procurement Leaders and covers the global frameworks and standards that shape ethical supply practices.
It explores international labour standards set by organizations such as the UN and ILO, and labour codes
ey 72 like the Ethical Trading Initiative and SA800. Candidates also examine external environmental frameworks,
industry accreditations, and their role in meeting ESG goals. Finally, this section addresses fair trade
principles, organizations such as WFTO and Fairtrade International, and the need to align internal
governance with global standards.

¢ Understand the importance of compliance with ESG (Environmental, Social, and Governance) factors to
achieve ethical and sustainable procurement and supply arrangements: This section of the exam measures
skills of Supply Chain Specialists and covers methods to ensure compliance with ESG standards in
procuremrent. It includes the use of supply chain mapping, risk management, stakeholder engagement, and
hEY 73 contractual terms to secure sustainable practices. Candidates also learn how to monitor supplier
performance, handle non-compliance, and utilize third-party auditors to maintain ethical standards.
Relationship management strategies, corrective actions, and escalation processes are emphasized as part of]
ensuring suppliers meet ESG expectations.

CIPS Managing Ethical Procurement and Supply (L5SM5) 58 € L5SMS5 & B
[ 8 (Q82-Q87):

E R #82
In the power dominance model, which factor is most likely to strengthen the buyers' power relative to suppliers?

A. High availability of substitute products

B. High switching costs for buyers

C. Low price sensitivity among buyers

D. A small number of suppliers for a large number of buyers

EfE: A

AR

Choice D is the correct answer. When numerous substitute products are available, buyers can easily switch suppliers if dissatisfied,
increasing their bargaining power in negotiations.

Incorrect answer:

Choice A- This typically increases supplier power, as a limited number of suppliers can dictate terms to a larger pool of buyers.
Choice B- This would decrease the power of buyers, as they would be less likely to change suppliers due to the costs involved.
Choice C- Ifbuyers are not sensitive to price, they are less likely to negotiate strongly or switch suppliers based on cost, which
decreases their bargaining power.

Reference:

LO-1.4; Page 127-128; Responsible use of power relationships


https://www.mogiexam.com/L5M5-exam.html

P #83
Despite Mr. Benjamin being galling, he is the boss, and employees recognize that he has worked hard to earn his management
position. When he gives orders, you comply because you acknowledge his authority. What type of power does Mr. Benjamin hold?

e A Expert Power

* B. Network Power

¢ C. Legitimate Power
e D. Referent Power

Ef#: C

TR

Choice B- The correct answer is legitimate power, as it stens from a person's position within the organization. Mr. Benjamin's
authority as a manager grants him the power to give orders, and employees are expected to comply due to his status and role.
Incorrect answer:

Choice A- Expert power is possessed by someone who has skills, knowledge or expertise in a certain area. In this situation Mr
Benjamin does not have any expertise of any area.

Choice C-Nothing about strong interpersonal relationship skills is mentioned here which people with referent power have.
Choice D-Network power stakeholders usually have access to valuable connections or are central to a powerful group. So again
nothing about these qualities are mentioned about Mr Benjamin.

Reference:

LO-1.4; Page 124; Responsible use of power relationships

H #84

A company frequently ships high-value goods internationally, and the logistics team identifies a significant risk of financial loss due to
potential cargo theft or damage during transit. To mitigate this risk, the company hires an external freight forwarder who provides
insurance coverage and assumes full responsibility for the goods while in transit.

What is the most appropriate risk management strategy in this scenario?

A. Terminate
B. Treat

C. Transfer
D. Tolerate

Ef#: C

fiR .-

Option B- By hiring the external freight forwarder with insurance coverage, the company shifts the responsibility and potential
financial loss to a third party. Thus, the correct answer is B.

Incorrect answer:

Option A- "Treat" involves taking action to mitigate the risk internally. For example, the company could implement its own security
measures, such as using GPS tracking, enhanced packaging, or employing in-house logistics staff. In this scenario, the company is
not mitigating the risk itself but instead transferring the responsibility to the freight forwarder.

Option C- The risk of theft or damage is significant in this scenario, and ignoring it would likely result in substantial financial losses.
Hence, tolerating the risk is not a viable strategy.

Option D- Terminating the activity is not practical for the business, as shipping goods internationally is likely critical to operations.
Instead, transferring the risk to the fieight forwarder is a more reasonable approach.

Reference:

LO-2.1; Page 166; Use of risk mitigation strategies to achieve ESG objectives to secure ethical and sustainable procurement and

supply arrangements

HH #85
‘Which of the following best demonstrates how implementing ISO standards can result in direct cost savings?

¢ A Gaining new custommers by showcasing compliance with international standards
¢ B. Enhancing brand image and reputation in the global market
e C. Cloud-based document management systems for paperless operations



¢ D. Artificial intelligence for predictive customer behavior analysis
EfE: C

A -

Option D- This is the correct answer, as cloud-based document storage systems reduce paper, printing, and storage costs. ISO
standards often encourage sustainable practices like digitizing documents, which directly saves on operational costs related to
printing and paper use.

Incorrect answer:

Option A- While Al can improve business efficiency and decision-making, it is more focused on optimizing customer engagement
and marketing strategies. It does not directly lead to cost savings.

Option B- Improving brand image is a long-term strategic benefit but does not directly reduce costs. It may contribute to business
growth but not immediate cost savings.

Option C- ISO certification can attract new customers and boost business credibility, but this is more about increasing revenue
rather than reducing costs.

Reference:

LO-3.2; Page 277-278,; The benefits and challenges of independent standards in securing ESG objectives in ethical and sustainable
procurement and supply arrangements

M #86

Nahid Cotton Mills Ltd, a leading manufacturer and exporter of high-quality knitting and cotton yarn in Bangladesh, ains to expand
mternationally and grow its global market to increase profits. The STEEPLED analysis tool can help assess various macro-
environmental factors affecting the business. Which of the following factors fall under the social element of this analysis?

A. Level of corruption and bribery present
B. Fashion and trends led by local celebrities
C. Inflation and interest rates

D. Waste management initiatives

BRI :

Choice A- Waste managemment initiatives is an Environmental factor. Choice B- Fashion and trend led by celebrities is a social factor
as a it includes different lifestyles, types of family, culture, values and religions. Therefore is the correct answer. Choice C- Is an
economic factor. Choice D- Corruption and bribery is a part of government idealogy and policies thus is a political factor.
Reference: LO-1.2; Page 55; Use of STEEPLED analysis to explain the factors driving globalization
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