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HPH #44

Ruben is a new Procurement Manager at XYZ Company. He has been charged with buying a new piece of machinery for a factory.
Having looked at several options, and considered sustainability, he has opted to buy the more expensive piece of machinery.

In terms of sustainability, why might he have made this choice?

A. The higher priced item will be of better quality

B. The more expensive piece of equipment will be more environmentally friendly

C. The higher priced itemis from a more reputable company

D. In terms of life-cycle costing the more expensive item may be cheaper in the long term

Ef#: D
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This question is testing if you know about Whole Life Cycle Costing, You'll have come across this already at level 4 (module 7). It's
a big part of sustainability. See p.14 for a quick recap on this. In terms of this question, even if you don't remember life-cycle
costing, options 1 2 and 4 can't be right- we don't have information in the question that tells us that the higher priced item is better
quality, froma reputable company or environmentally friendly- we just don't know based on the information we've been given so
these answers can't be right.

H #45
What is the primary purpose of a supplier code of conduct?

e A. To define the penalties for non-compliance in supplier contracts

e B. To establish the expectations and standards for supplier behavior and practices
e C. To ensure suppliers take full responsibility for product quality

e D. To outline the payment terms and delivery schedules for suppliers

IEf#: B
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Choice B- A supplier code of conduct sets clear guidelines on ethical, social, environmental, and legal responsibilities that suppliers
are expected to follow. Therefore B is the correct answer.

Incorrect answer:
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Choice A- This is not the primary purpose of a supplier code of conduct. While the code may mention consequences for non-
compliance, its primary focus is on establishing ethical and operational standards rather than detailing penalties.

Choice C- Payment termrs and delivery schedules are typically included in contractual agreements, not in a supplier code of conduct.
The code focuses more on ethical and sustainability standards rather than logistical or financial details.

Choice D- While product quality may be a part of a supplier's responsibilities, it is usually addressed in specific quality agreements or
technical specifications rather than the supplier code of conduct. The code primarily deals with broader principles such as ethical
labor practices, environmental impact, and compliance with laws.

Reference:

LO-2.2; Page 184; Monitoring Contract Performance

HMA #46
There are many different drivers of globalisation. Which of the following would be considered a cost driver?

¢ A To increase value for stakeholders

¢ B. Opportunity to build economies of scale
e (. Trading rules abroad less stringent

e D. Improvements in transport technology

Ef#: B
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Comprehensive and Detailed Explanation From Exact Extract of Documents:

Globalisation is driven by a variety of factors, ncluding cost, technology, and regulation. A cost driver is a factor that helps
organisations reduce expenses and achieve financial efficiency. According to the LSMS study guide (p.56), one of the most
significant cost drivers is the opportunity to build economies of scale, where larger production volumes reduce per-unit costs. While
improvements in technology (A) and relaxed trade rules (C) are drivers of globalisation, they are not specifically cost-related. "Value
for stakeholders" (B) is broader and not strictly a cost driver. Procurement professionals should recognise economies of scale as a
primary cost incentive for international sourcing and trade.

Reference: Managing Ethical Procurement and Supply (LSMS5) Study Guide, p.56

R #47
Roogy 1td, a UK SME, considers implementing its own environmental standard instead of a global one. What is the advantage of
this?

e A It ensures compliance with local regulations

¢ B. This is a form of greenwashing

e C. It will be cheaper

e D. It will be more easily understood by customers

IEfE: C
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Comprehensive and Detailed Explanation From Exact Extract of Documents:

The LSMS study guide (p.281) states that the advantage of'a company creating its own internal environmental standard is that it is
generally cheaper than obtaining a recognised certification like ISO14001. This can be more suitable for smaller firms with limited
budgets. However, it is not necessarily easier for customers to understand (A), nor does it automatically ensure compliance with
regulations (C). It is not inherently greenwashing (D) unless it is misleading, Procurement professionals should balance cost savings
against credibility when considering internal versus recognised environmental standards.

Reference: Managing Ethical Procurement and Supply (LSMS5) Study Guide, p.281

H #48
‘Which of the following tools allows you to assess internal factors or drivers?

A. GDP
B. SWOT

C. STEEPLED
D. ABC Analysis
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Comprehensive and Detailed Explanation From Exact Extract of Documents:

SWOT analysis examines both internal factors (Strengths and Weaknesses) and external factors (Opportunities and Threats).
According to the LSMS study guide (p.55), SWOT is a strategic tool for assessing organisational drivers and making informed
procurement decisions. In contrast, STEEPLED analyses external macro-environmental factors (social, technological, economic,
environmental, political, legal, ethical, demographic). GDP (Gross Domestic Product) is an economic indicator, not an analysis tool,
while ABC analysis categorises suppliers or inventory based on importance and value, not internal strategic drivers.

Reference: Managing Ethical Procurement and Supply (LSMS5) Study Guide, p.55
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