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¢ Public, private, charity, not-for-profit, manufacturing, retail, construction, financial, agriculture, and service
sectors. It also covers analyzing the impact of the public sector on procurement and supply chain activities

hEY 71 public sector objectives, regulations, competition, accountability, and value for money. It finally covers the

impact of the private sector on procurement or supply chain activities.

e Understand and analyse aspects of organisational infrastructure that shape the scope of procurement and
supply chain functions: This section measures that skill of supply chain strategists and organizational analysts
in understanding corporate governance, documented policies, accountability, and ethics. It also covers the
impact of organisational policies and procedures on procurement and supply

FEY 72

¢ Understand and analyse the key steps when procuring goods or services: This section measures that skills
FEy 23 of purchasing managers and procurement officers in identifying and evaluating stages in the sourcing
process, planning, supplier selection, and contract management.

NEw 24 ¢ Procedures, strategies, manuals, and internal function nvolvement.
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(Q41-Q46):

R #41

Explain FIVE possible factors that influence procurement

activities in third sector (not-for-profit) organisations that

Parvinder should research. (25 marks)

Parvinder Kaur works for a leading procurement consultancy, NHB. Her

clients are based all around the world with a diverse range of products and services. Parvinder specialises in providing procurement
advice within the public sector but she also has two major clients in the private sector.

Before begmnning procurement consultancy services with a new client,

parvinder likes to research the organisation and the sector in Which it operates so that she can understand the type of challenges that
the organisation may face. This work, ahead of the first meeting, has meant that Parvinder has built an excellent reputation for
analysing a business quickly. It also means she has been able to establish insight into the aspects which may have a significant impact
on the success of the procurement function in her clients.

NHB has recently won a significant contract to provide procurement

consultancy service to a large third sector (not-for-profit) organisation.

This is an important new client for NHB and the board is keen to assign Parvinder as the key account manager, even though this is a
new area for her. Parvinder is happy to take on the additional work as she is keen to develop a greater understanding of this sector.
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See the solution in Explanation part below.

Explanation:

Procurement in third sector (not-for-profit) organisations operates under distinct influences compared to public or private sectors.
Understanding these factors is crucial for Parvinder to provide effective consultancy tailored to the sector's unique challenges and
requirements. Below are five key factors that influence procurement activities in third sector organisations:

1. Funding Sources and Financial Constraints

* Explanation:Third sector organisations typically rely on donations, grants, findraising, and government finding rather than sales
revenue. This creates tight budgetary controls and unpredictability in finding availability.

* Tmpact on Procurement:Procurement activities must align closely with available funds, often requiring careful prioritisation, cost-
effectiveness, and compliance with funders' conditions. Parvinder should research how the organisation manages fluctuating budgets
and whether there are restrictions on how funds can be spent.


https://www.passtest.jp/CIPS/L4M1-shiken.html

2. Regulatory and Compliance Requirements

* Explanation:Not-for-profit organisations are often subject to specific regulatory frameworks and reporting standards, including
charity laws, governance codes, and donor-imposed conditions.

* Tmpact on Procurement:These regulations impact supplier selection, contract management, and transparency obligations.
Procurement must ensure compliance with these rules to maintain legitimacy, donor confidence, and avoid legal penalties. Parvinder
should assess the regulatory environment affecting procurement processes.

3. Social and Ethical Considerations

* Explanation:Third sector organisations frequently have missions linked to social good, environmental sustainability, and ethical
practices. Procurement decisions are influenced by these values and stakeholder expectations.

* Tmpact on Procurement:Procurement must prioritise suppliers who meet ethical standards, support local communities, and minimize
environmental impact. This may limit supplier options but aligns procurement with organisational values and public image. Parvinder
should evaluate the organisation's sustainability and CSR policies.

4. Stakeholder Involvement and Governance

* Explanation:Procurement decisions in not-for-profits often involve multiple stakeholders, including trustees, donors, beneficiaries,
and volunteers, making the governance structure complex.

* Tmpact on Procurement:This can lengthen decision-making processes, require additional approvals, and demand higher
transparency and accountability. Parvinder should investigate who the key stakeholders are and how procurement decisions are
governed and commumnicated.

5. Market and Supplier Availability

* ExplanationDepending on the organisation's geographic location, niche requirements, and mission, there may be limited availability
of suitable suppliers, especially those compliant with social and ethical standards.

* Tmpact on Procurement:Limited supplier choice can increase costs and procurement risk.

Procurement strategies may need to focus on supplier development, collaboration, or partnerships to meet organisational needs.
Parvinder should research supplier markets and potential supply chain risks.

Conclusion:

To effectively advise the new third sector client, Parvinder must research and understand the impact of finding limitations, regulatory
compliance, ethical imperatives, stakeholder complexity, and supplier availability on procurement activities. Recognising these factors
will enable her to tailor procurement strategies that support the organisation's mission, ensure transparency, and optimise resource
use-key to delivering value in the not-for-profit environment.

Bottom of Form

Top of Form

H #42
Sarah is thinking of setting up a charity in the UK which will look after animals that have been abandoned.
‘What regulations and governing bodies should Sarah be aware of when setting up her charity? (25 Points)
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See the solution in Explanation part below.

Explanation:

How to approach this question

- Your essay should mention at least one regulation and one governing body particular to the charity section and I would recommend
these be the Charities Act 2011 and the Charities Commission.

- Ifyou don't know a lot about the sector you can bring up more generalised regulations and governing bodies, such as financial
conduct and the Equalities Act, but make sure it's relevant to Sarah. Her charity is a small, local one, so things like Modern Slavery
Act will not be appropriate to talk about.

Exanple Essay

When setting up a charity in the UK, particularly one focused on animal welfare, there are several regulations and governing bodies
that Sarah should be aware of. These ensure that the charity operates legally, ethically, and eftectively.

A charity's purpose nvolves raising awareness and helping someone or something, in Sarah's case this will be local animals and
potentially their owners. A charity has to satisfy two aspects: The benefit aspect and The public aspect. In the UK, both aspects are
regulated by the Charities Act 2011.

To satisfy a benefit aspect, a charity must: have a purpose that must be beneficial to the commumity it works in - this must be in a
way that is identifiable and capable of beingproved by evidence. For Sarah this would be showing that her charity helps animals,
potentially by taking them in off the street or removing them from dangerous homes and caring for them.

To satisfy a public aspect, a charity must benefit the public in general, or a sufficient section of the public. In Sarah's case the public
benefit may be in removing stray dogs and cats from the streets where they can transport diseases and potentially attack people.
Most charities strive to satisfy both aspects but in some cases this is not possible.

All charities are regulated. Because charities are fnded by donations from the public, businesses and sometimes from government,



their conduct is regulated closely. Key regulatory bodies that Sarah will have to engage with include:

1. Charity Commission for England and Wales:

As the primary regulator for charities in England and Wales, the Charity Commission oversees the registration and regulation of
chartties. Sarah's organization must meet the legal definition of a charity and apply for registration if its income is over £5,000 per
year.

The Commission ensures compliance with the Charities Act, offering guidance on charity governance, financial management, and
reporting,

2. HM Revenue and Custorms (HMRC):

Charities can apply to HMRC for recognition as a charity for tax purposes. This status allows for tax reliefs and exemptions,
including Gift Aid on donations.

HMRC ensures compliance with tax obligations and scrutinizes the use of charity funds.

3. Data Protection:

Under the General Data Protection Regulation (GDPR) and the Data Protection Act 2018, any charity handling personal data must
ensure its protection and comply with data privacy laws.

4. Health and Safety Executive (HSE):

The HSE provides guidelines for workplace safety, which are important if the charity has employees or volunteers.

In conclusion there are many regulations and bodies that Sarah should be aware of when setting up her charity. Sarah should
consider seeking legal advice or consulting with charity advisory services to ensure full compliance with all relevant laws and
regulations. Additionally, staying informed about changes in charity law and animal welfare legislation would be beneficial to the
smooth operation of her charity.

Tutor Notes

- With case study questions you're not expected to know anything about the specific topic, in this case Animal Charities. Ifit
happens to be something you know about, you can bring in some of your own knowledge, but this isn't a requirement to get a good
score. You're not expected to know, for example about the Animal Welfare Act 2006, but if you happen to do so, it could be a nice
little thing to add in. Just don't focus your essay on it. However you can make some sensible guesses on what Sarah will be doing,
for exanple I talked about removing stray animals from the street.

- Charities comes up in LO 4.4 p.232

R #43
Provide a definition of a stakeholder (5 points) and describe 3 categories of stakeholders (20 points).

Ef#:

RN -

See the solution inExplanation partbelow.

Explanation:

Essay Plan:

Definition of Stakeholder- someone who has a 'stake' or interest in the company. A person or organisation who influences and can
be influenced by the company.

Categories of stakeholders:

1) Internal Stakeholders- these people work inside the company e.g. employees, managers etc

2) Connected- these people work with the company e.g. suppliers, mortgage lenders

3) External Stakeholders - these people are outside of the company e.g. the government, professional bodies, the local community.
Exanple Essay:

A stakeholder is an individual, group, or entity that has a vested interest or concern in the activities, decisions, or outcomes of an
organization or project. Stakeholders are those who can be affected by or can affect the organization, and they play a crucial role in
influencing its success, sustainability, and reputation.

Understanding and managing stakeholder relationships is a fundamental aspect of effective organizational governance and decision-
making and there are several different types of stakeholders.

Firstly, internal stakeholders are those individuals or groups directly connected to the daily operations and management of the
organization. Internal stakeholders are key to success and are arguably more vested in the company succeeding, They may depend
on the company for their income / livelihood. Anyone who contributes to the company's internal finctions can be considered an
internal stakeholder for example:

This category includes

1) Employees: With a direct influence on the organization's success, employees are critical internal stakeholders. Their engagement,
satisfaction, and productivity impact the overall performance.

2) Management and Executives: The leadership team has a significant influence on the organization's strategic direction and decision-
making, Their decisions can shape the company's future.

Secondly, connected stakeholders are those individuals or groups whose interests are tied to the organization but may not be directly



involved in its day-to-day operations. Connected stakeholders work alongside the organisation and often have a contractual
relationship with the organisation. For example, banks, mortgage lenders, and suppliers. These stakeholders have an interest in the
business succeeding, but not as much as internal stakeholders. It is important to keep these stakeholders satisfied as the organisation
does depend on them to some extent. For example, it is important that the organisation has a good relationship with their bank /
mortgage provider/ supplier as failing to pay what they owe may result in the stakeholders taking legal action against the organisation.
This category includes:

1) Shareholders/Investors: Holding financial stakes in the organization, shareholders seek a return on their investment and have a
vested interest in the company's financial performance.

2) Suppliers and Partners: External entities providing goods, services, or collaboration. Their relationship with the organization
impacts the quality and efficiency of'its operations.

Lastly external stakeholders are entities outside the organization that can influence or be influenced by its actions. This category
includes anyone who is affected by the company but who does not contribute to internal operations. They have less power to
influence decisions than internal and connected stakeholders. External stakeholders include the government, professional bodies,
pressure groups and the local community. They have quite diverse objectives and have varying ability to influence the organisation.
For example, the government may be able to influence the organisation by passing legislation that regulates the industry but they do
not have the power to get involved in the day-to-day affairs of the company. Pressure groups may have varying degrees of success
in influencing the organisation depending on the subject matter. This category includes:

1) Customrers: With a direct impact on the organization's revenue, customers are vital external stakeholders.

Their satisfaction and loyalty are crucial for the company's success.

2) Governiment and Regulatory Bodies: External entities overseeing industry regulations. Compliance with these regulations is crucial
for the organization's reputation and legal standing,

In conclusion, stakeholders are diverse entities with a vested interest in an organization's activities. The three categories-internal,
connected and external -encompass various groups that significantly influence and are influenced by the organization. Recognizing
and addressing the needs and concerns of stakeholders are vital for sustainable and responsible business practices.

Tutor Notes

- The above essay is pretty short and to the point and would pass. If you want to beef out the essay you can include some of the
following nformation for a higher score:

- Stakeholders can be harmed by, or benefit from the organisation (can affect and be affected by the organisation). For exanmple a
stakeholder can be harmed if the organisation becomes mnvolved in illegal or immoral practices- e.g. the local community can suffer if
the organisation begins to pollute the local rivers.

The local community can also benefit from the organisation through increased employment levels.

- CSR argues organisations should respect the rights of stakeholder groups

- Stakeholders are important because they may have direct or indirect influence on decisions

- The public sector has a wider and more complex range of stakeholders as they're managed on behalf of society as a whole.
They're more likely to take a rage of stakeholder views into account when making decisions. However, these stakeholders are less
powerful - i.e. they can't threaten market sanctions, to withdraw finding, or to quit the business etc.

- The essay doesn't specifically ask you to Map Stakeholders, but you could throw in a cheeky mention of Mendelow's Stakeholder
Matrix, perhaps in the conclusion. Don't spend time describing it though- you won't get more than 1 point for mentioning it. You'd be
better off spending your time giving lots and lots of exanmples of different types of stakeholders.

- Study guide p. 58

HH #44
Describe what is meant by the 5 Rights of Procurement (25 points)
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See the solution inExplanation partbelow.

Explanation:

How to approach the question

- This question is worth 25 marks so you can imagine what the mark scheme will look like. There are 5 Rights so there will be 5
points for each Right. Naming the Right will be one point, then you have 4 points for a description and example. You should
therefore aimto have 4-5 sentences per Right.

- I would recommend using headings for this type of essay- clearly putting your essay into 5 sections for each right. This makes it
easy for the examiner to mark.

Proposed Essay structure

- Introduction - what is meant by the 5 Rights

- Price

- Quality

- Quantity



- Tme

- Place

- Conclusion - why it's important, all rights are equally as important

Exanple Essay

Procurement revolves around achieving the delicate balance of acquiring goods and/ or services at the right price, quality, quantity,
time, and place. This essay explains why these "Five Rights of Procurement" are important and explains how using this metric can
help procurement to make smart choices when they purchase goods or services.

Price:

Firstly, it is important that procurement do not simply seek to find the cheapest option. The First Right is about finding the product/
service at an affordable price that doesn't compromise on quality. Let's say a company is buying office furniture. They might go for a
supplier that offers a good balance between cost and quality, ensuring they get good value for their money. Considerations here may
include Total Cost of Ownership, the Price Iceberg, and Whole Life Costing. The company therefore may seek to get the best price,
but in relation to how long the furniture will last. A cheap chair that will break after one year may not be the best price compared to
another chair which will last 10 years.

Qualty:

The second right, quality, looks at legal compliance and fitness for purpose. Quality adherence aligns with specifications as well as
legislation such as the UK Sale of Goods Act 1979. This helps ensure that items meet their commonly intended purpose and
maintains satisfactory condition. Buyers deploy both reactive measures like Quality Control and proactive approaches like Quality
Assurance to uphold the stipulated quality. This commitment not only ensures legal compliance but also underpins customer
satisfaction, brand reputation, and ethical sourcing policies. An example of quality is an organisation buying a washing machine that
conforns to ISO standard 97.060 and has a 2-year warrantee.

Quantity:

The third right, quantity, is a strategic consideration about how much of an item to order. It is connected to efficient inventory
management. One tool that procurement can use to ensure they order the right quantity of a product is Economic Order Quantity
(EOQ) - this serves as a tool for finding the equilibrium between stock-holding costs and avoiding stockouts. Market conditions,
supply chain dynamics (e.g. JIT / Lean manufacturing), and organizational policies collectively play a pivotal role in determining the
right quantity. For exanple a confectionary manufacturer will need to order the right number of eggs to make cakes- they will need
to consider how many eggs they will need in order to make the cakes, but also take into consideration that they may not need them
all at onceand that eggs can expire. The use of an MRP system is helpful when determining quantities of products to order.

Time:

Time is about getting things when we need them. In the above example, an egg delivery timing for a confectionary manufacturer will
be pivotal to making the cakes on time. Other considerations about time include changing market forces and customer demand. The
use of forecasting is therefore extremely useful; particularly if there are peaks in demand for a product, such as toys at Christmas.
Moreover, organizations need to avoid bottlenecks and production stoppages, so time (including lead time and delivery time) is an
important consideration when making orders.

Place:

Lastly, place is about getting things to the right location. Minimizing environmental impact, reducing risks during transit, and
optimizing warehousing practices contribute to achieving the right place. This is particularly important for perishable itens such as
food, and for iterms which require specific storage conditions such as chemicals. This involves good planning in terms of logistics,
minimizing any impact on the environment during transport and a consideration for safety.

In conclusion, the Five Rights of Procurement provide a structured framework for organizations to optimize their sourcing practices.
Allrights are equally as important and it is the relationship between the Rights which is key. While price, quality, quantity, time, and
place form the foundation, evolving models acknowledge additional elements like the Right Relationship with the Supplier. Embracing
these principles not only ensures operational efficiency but also promotes sustainability and ethical conduct throughout the
procurement process, contributing to long-term success in a globalized and dynamic marketplace.

Tutor Notes

- The 5 Rights is a big topic in CIPS so do learn them off by heart. It's p. 20 in the study guide.

- The conclusion mentions that additional 'rights' are starting to be infroduced into the matrix, this is true and isn't mentioned in this
study guide. I believe this starts to come up in Level 5. Just something to be aware of- some people are now talking about other
Rights such as finding the right supplier and the right relationship. It's good to know, but not essential for this essay. Neither is
knowing the ISO standard for washing machines - that's certainly not in the book. You can sprinkle in your own knowledge to
essays like this, as it demonstrates you're able to apply the theory to real life. Why I remember the ISO for washing machines is a
different story....

- You could also have mentioned the following topics;

o price - using the right currency and incoterm, aggregation of spend, negotiating prices o quality - conformance and performance
specs o quantity - fulfilling retail orders, large order quantities leading to discount o time - additional costs of a stockout, impact on
relationships and reputation o place - additional costs if delivery fails

- This is the type of question you can easily over-write. It's a huge topic and you could easily spend too long on it and not have
enough time to answer other questions. So be careful with your timings. You don't need to mention everything above.

- Another way this type of question can comme up is as a scenario. E.g. XYZ is a manufacturer of cakes and needs to order eggs.
Discuss how XYZ can ensure the 5 Rights of Procurement when ordering Eggs.



HH #45
Explain, with examples, the three different ways one can categorise procurement spend: direct vs indirect, capital expenditure vs
operational expenditure and stock vs non-stock iterrs. (25 points)
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See the solution inExplanation partbelow.

Explanation:

The knowledge to remember:

A table with text on it Description automatically generated

Indirect
Incor d materials, ancillary item; MRO supplies

components a-n'd'lWJPIh'.flutu.ur
effects customer satisfaction and reputation | no effect on customer satisfaction

relationship with supplier is collaborative relationship is one off, transactional
and long-term
objective = continuity of supply objective = take advantage of promotions
carried out by procurement - high risk may be carried out by end user- low risk
In Accounting included as "cost of goods sold' | considered an overhead

Part of Porter's Value Chain Support Activities of the business
Capital Expenditure
st- consider TCO and buy vs

Operational Expendit
day-to-day costs - consider 5

5e

Spec more conformance Charted-SREEMArE performance
regular purchasing Procureineeigffiichase
supplier relationships more important- bulk | suppliér relationships not important as
buying, collaborative one off - transactional
item could fall anywhere on Kraljic matrix item is strategic- high value and high risk
(Kraljic)
Supply chain risks are great less supply chain risk
may have preferred supplier Jist use full tender to procure
may require justification for purchasing;
doesn't require justification to purchase as feasibility study, business case, work out
core rpmlirprnpngtﬁi hiisiness to function nnvhnﬁlél?_agtr':i'?gl ate
Buy to put in inventory Buy to use straight away
Retail LeanManufacturing / JIT
Stock to forecasting - order sunglasses in Feb | Stock to order - ordered when required
to sell in Summer €.g., in Construction - items incorporated
straight away
Has stock holding costs ic Order Quantities to

Risks if item becomes obsolete (perishable] Isks If order quantity isn't correct or

issues with supply, chain

Essay Plan :

Remember to include examples for each of'the six categories of spend. This is specifically asked for in the question so it's important
to include as many examples as you can. To do this you could take an example organisation such as a cake manufacturer and explain
which of their purchases would fall into each category and why.

Introduction - explain why procurement categorises spend

- Direct - these are items that are incorporated into the final goods (the cakes) so would include raw materials such as flour, eggs,
sugar etc

- Indirect - these are items that the company needs, but don't go into the end product. For example, cleaning products and MRO
supplies for the machines



- Capital Expenditure- these are large one-off purchases, such as buying a new piece of equipment such as a giant oven to cook the
cakes.

- Operational Expenditure - these are purchases that are required to ensure the business can function day-to-day. They may include
PPE for the workers in the factory and cleaning equipment

- Stock items - these are itens procured in advance and held in nventory until they are needed. In a cake manufacturing factory this
could be PPE for staff such as hairnets and gloves. The organisation will buy these in bulk and keep themin a stock cupboard, using
these as and when they are required

- Non- stock iters - itens that are not stored and used right away. An example would be eggs- these will need to be put directly
into the cakes as they would go off if bought in advance.

Conclusion - the categories are not mutually exclusive - an item can be direct and operational, or indirect and stock. Different
companies may use different systens to classify iterms of spend.

Example Introduction and Conclusion

Introduction

Procurement categorizes spend to efficiently manage resources and make strategic decisions. Three primary ways of categorizing
procurement spend include distinguishing between direct and indirect spend, classifying expenditures as capital or operational, and
categorizing iters as stock or non-stock. These distinctions aid organizations in optimizing their procurement strategies for better
resource allocation.

Conclusion:

In conclusion, categorizing procurement spend into direct vs. indirect, capital vs. operational, and stock vs.

non-stock iters is essential for strategic resource management. While these categories provide a structured framework, they are not
mutually exclusive, as an item can fall into muiltiple categories. For example, an item may be both direct and operational or indirect
and stock. The flexibility of these categories allows organizations to tailor their procurement strategies based on their specific needs,
ensuring efficient resource allocation and effective supply chain management. Different companies may adopt varying categorization
approaches depending on their industry, size, and operational requirerments.

Tutor notes:

- Because you've got 6 categories of spend to talk about you're only going to need 3-4 sentences for each.

Providing you've said the category, explained what it is and given one example, you'll absolutely fly through this type of question

- You could also mention that it is useful to use categories of spend as this helps with budgeting. Different categories may also have
different processes to follow for procuring the item (this could form part of your introduction or conclusion).

- This subject is LO 1.3.2 it's quite spread out in the text book but the main info is on p.49

- Note- different companies/ industries classify items of spend differently. Particularly packaging and salaries.

Some say they're direct costs and some say they're indirect costs. Honestly, it's a hotly debated subject and I don't think there is a
right or wrong, 1'd just avoid those two examples if you can and stick to ones that aren't as contentious like eggs and PPE.
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