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CIPS Scope and Influence of Procurement and Supply Sample Questions
(Q10-Q15):

NEW QUESTION # 10
What is meant by the "Third Sector'? Describe the sector (10 points) and explain the main objectives of organisations who operate in
this sector (15 points).

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

How to approach this question

- Description of the 'third sector' - the part of an economy comprising non-governmental and non-profit-making organisations
including charities, voluntary and community groups, and cooperatives.

These organisations reinvest surplus profits back mto the enterprise to further their objectives. This is worth 10 points so should be a
good 2-3 paragraphs, with examples.

- Main objectives - these could include engaging with stakeholders, social or environmental ains, education, providing a service to
the community, stewardship role. There's more points for this question so you should have more content here.

Exanple Essay

The "Third Sector' refers to a segment of the economy distinct from the public (government) sector and the private (for-profit)
sector. It encompasses a diverse range of non-governmental organizations (NGOs), charities, foundations, social enterprises,
cooperatives, and other non-profit entities. These organizations are primarily driven by social, environmental, cultural, or community
objectives rather than the pursuit of profit.

They often operate based on values such as democracy, equality, and social justice. The Third Sector plays a crucial role in
providing services, advocating for social causes, and filling gaps left by the public and private sectors.

The third sector is often called the 'not-for profit' sector. It's distinguished from the private sector in that the main aim isn't to make
money for money's sake. The main aimis to generate money to reinvest back into the organisation so that the organisation can
achieve the purpose it was set up for. Whereas the private sector may exist solely to make money, the third sector has a "higher aim.
Organisations operate in a very narrow marketplace. They may be the only provider in that marketplace. For example the RNLI is
the only operator of liftboats and the only organisation that sets out to save lives at sea- there is no 'competitor'.

3rd Sector Organisations have multiple sources of income; e.g. subscriptions or donations, or from donated goods that they then sell
on (such as Oxfam shops), fundraising activities or selling merchandise. The sector also has a wide range of stakeholders.

The third sector is subject to same regulations as private and public companies but also has its own regulations imposed by the
Charities Commission. This is a statutory regulation body which checks charities are run for public benefit and not private advantage,
ensures charities are independent, and sets out to remedy serious mismanagement. They can audit, offer advice and investigate
complaints. Therefore the sector is highly regulated.

Organisations in this sector have a huge range of objectives depending on why they were set up. These can be very specific, for
example: charities such as Cancer Research (objective- find a cure for cancer), Museuns (objective- educate the public), CIPS
(objective - provide professional services to a particular industry), trade unions (objective- defend the rights of workers), pressure
groups (objective- change laws and practices they morally disagree with).

However organisations in this sector do have overarching objectives in common.

1. Survival - Generating Enough Money to Continue Operations: Survival is a findamental objective for Third Sector organizations.
Unlike for-profit entities, these organizations do not aimto generate profits for shareholders but need sufficient finding to sustain their
operations. This funding often comes from donations, grants, findraising activities, and sometimes income from services provided.
The challenge lies in balancing the mission with the need for financial stability, ensuring that the organization can continue to serve its
community and pursue its goals over the long term. Financial sustainability is crucial, particularly in a sector where finding sources
can be uncertain and competition for donations is high.

2. Creating Awareness of Their Cause: Raising awareness is vital for Third Sector organizations, as it helps to educate the public,
garner support, attract volunteers, and drive fundraising efforts. Awareness campaigns are essential in highlighting the issues these
organizations address, whether it's health, environmental conservation, social justice, or cultural preservation. Effective
commumnication strategies, including the use of social media, public events, and collaborations, are employed to reach a wider
audience. The more people know about a cause, the more likely they are to support i, either through donations, volunteering, or
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advocacy.

3. Compliance with Regulations and the Charities Commission: Compliance with legal and regulatory requirements is a critical
objective. In many countries, including the UK, Third Sector organizations are regulated by bodies like the Charities Commission.
These organizations must adhere to specific legal standards, including financial transparency, governance practices, and ethical
guidelines. Compliance ensures credibility and trustworthiness, which are essential for maintaining public confidence and the
continued support of donors and volunteers. It also ensures that the organization operates within the law, avoiding legal issues that
could jeopardize its mission.

4. Providing a Service to the Community: The core of a Third Sector organization's mission is to provide services or benefits to the
commumnity. These organizations often address needs that are unmet by the private or public sectors, focusing on improving the
quality of life for certain populations or addressing specific societal issues. This objective can take many forms, from offering direct
services like healthcare and education to advocating for policy changes that benefit underserved communities. The impact of these
services on the community can be profound, often bringing about significant social change.

5. Fulfilling a 'Gap in the Market': Many Third Sector organizations exist to fill gaps in services not provided by the public or private
sectors. A classic example is the provision of air ambulance services in the UK. While the government provides comprehensive
healthcare services, there's a gap in the rapid transportation of critically ill patients, which is filled bycharities operating air
ambulances. These organizations identify specific needs that are not adequately addressed and work to meet them, often innovating
in the process. By fulfilling these gaps, they play a crucial role in complementing existing services and enhancing the overall welfare of
society.

In conclusion, Third Sector organizations operate with a unique set of objectives that distinguish them from other sectors. Their focus
on survival, awareness-raising, compliance, community service, and filling market gaps is essential not only for their existence but
also for the significant societal impact they make. These objectives align with the overarching mission of the Third Sector to
contribute positively to society, addressing needs and issues often overlooked by other sectors.

Tutor Notes:

- A strong essay will use real life examples of organisations in the third sector and their objectives. I've mentioned a couple above
such as Cancer Research UK: Our strategy to beat cancer | Cancer Research UK and North West Air Ambulance Charity: Home |
North West Air Ambulance Charity (nwairambulance.org.uk) but pick charities you know well
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NEW QUESTION # 11
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 11/
MRP /MRP 11

- 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 systerrs, 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 systens. 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.

Exanples 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 iterms
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 ttens
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 tearrs 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 systens are used in procurement (Public Contract Regulations 2015)
as this helps to achieve the objectives of transparency and equal treatment. Where manual systens 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 systemns if you know any. For example, e-sourcing tools include MyTenders.com and Delta
E-Sourcing. PO / Invoice systens 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 systens so detailedExplanation:s and
examples are where you will secure the most points.

- p.108

NEW QUESTION # 12
Explain the main differences between the Public Sector and the Private Sector (25 marks)

Answer:

Explanation:

See the solution in Explanation part below.

Explanation:

Bottom of Form

Top of Form

- This is an open question. You could really talk about anything. Here's some ideas of content:

Exanple Essay

The public and private sectors, while both essential to a nation's economy, operate under different paradigms, primarily due to their
distinct drivers, stakeholders, regulations, procurement ains, and supplier relationships.

Drivers



The most fundamental difference lies in their drivers. Private sector organizations are primarily profit-driven; their existence hinges on
their ability to generate profits. This profit influences their strategies, operations, and overall objectives. Conversely, public sector
organizations are not driven by profit. Funded by taxpayer money, their primary objective is to deliver services effectively and
efficiently to the public. Their success is measured not in financial terms, but in how well they meet the service levels required by the
citizens who finance them through taxes.

Stakeholders

The range and influence of stakeholders in the two sectors also differ markedly. In the public sector, the stakeholder base is much
broader, encompassing every member of society who interacts with or benefits from public services like healthcare, policing, and
road maintenance. However, these stakeholders typically have less power to influence policy or practices. In contrast, stakeholders
in the private sector, such as shareholders and customers, often have a more significant influence on company policies and practices.
The private sector's narrower stakeholder base allows for more direct impact and influence from these groups.

Regulations

Regulations in the public sector are generally more stringent than in the private sector. Public sector entities, governed by regulations
like PCR 2015, must demonstrate sound procurement practices and are accountable to society at large. This contrasts with the
private sector, where companies have more latitude in choosing suppliers and are not obliged to justify their decisions publicly. The
private sector faces fewer regulatory constraints, allowing for more flexibility in business decisions.

Procurement Ains

Procurement in the public sector is guided by the principles of efficiency, economy, and effectiveness, often summarized as the '3 Es'.
The focus is on achieving value for money, considering both quality and price. In contrast, private sector procurement is more
diverse in its ains, reflecting the organization's specific goals, which could range from profit maximization to innovation or
sustainability. The private sector's procurement decisions are more closely aligned with the organization's unique values and
objectives.

Supplier Relationships

Finally, the nature of supplier relationships differs significantly between the two sectors. The public sector is mandated to maintain a
certain distance from its suppliers, ensuring equal treatment and open competition, as dictated by regulations like the PCR. This
contrasts with the private sector, where companies are free to develop closer, more strategic relationships with preferred suppliers.
The private sector can engage in practices like partnerships and Early Supplier Involverment, which are typically not permissible in the
public sector due to the need for impartiality and faimess.

In summary, while both sectors aimto deliver services or products effectively, the public sector's focus on service delivery for the
public good, stringent regulations, broad stakeholder base, and specific procurement principles, sets it apart from the private sector's
profit-driven, flexible, and more narrowly focused approach.

Tutor Notes

- At Level 4 the questions are usually explain or describe, so don't worry too much about doing an in depth

'compare and contrast' style of answer. They don't expect that level of detail here. Simply saying Public Sector does X and Private
Sector does Y is all you need.

- I have mentioned PCR 2015 - if you're taking this exam in 2025 you may need to update this reference with the new regulations.
-LO43p.220/p. 226

NEW QUESTION # 13
Describe the key drivers for organisations who operate in the public, private and third sector (25 marks)

Answer:

Explanation:

See the solution in Explanation part below.

Explanation:

- There's 2 main approaches to layout you could take for this question. Firstly, divide your essay into three sections for the public,
private and third sectors and talk about the key drivers for each sector separately.

Alternatively, you could select a couple of drivers and form paragraphs around them, explaining in each paragraph whether the driver
is strong or weak or even applicable for the different sectors.

- Drivers you could talk about include attitudes towards money, survival in the industry, differentiation, need for transparency,
resources available, stakeholders, regulatory compliance

- Your answer should say why these are drivers in each of the industries, whether these drivers are strong or weak and why.
Exanple essay:

Organizations across the public, private, and third sectors operate within different paradigns, driven by distinct motivations and
constraints. Understanding these key drivers is essential for comprehending how these organizations function and achieve their
objectives. This essay explores the fundamental drivers of organizations in each of these sectors, focusing on attitudes towards
money, survival, differentiation, need for transparency, resource allocation, and stakeholder management.

Attitudes Towards Money:

The approach to profit significantly differentiates the sectors. In the private sector, profit is a primary driver, essential for survival and



rewarding shareholders. Conversely, the public sector is not profit-driven; its primary aim is to provide essential services to society,
regardless of financial gain. The third sector, often termed 'not-for-profit', also requires profit generation, but uniquely, all profits are
reinvested into the organization to further its ais, rather than being distributed as shareholder dividends. The Public-Sector needs to
'balance the books' but it is not a profit-generating area of the economy. The priority around money is ensuring that taxpayer money
is well spend and that procurement activities represent value for money.

Survival in the Industry:

Survival strategies vary across sectors. Private and third sector organizations must focus keenly on survival, necessitating efficiency
and sound business processes. The public sector, by contrast, can continue operating even when inefficient or running at a deficit, as
seen in cases like local councils operating with budget shortfalls. This difference underscores a greater urgency for efficient
management in the private and third sectors.

Differentiation:

Differentiation is a key driver in the private sector due to competition. Private entities often strive to distinguish their goods or
services to gain a competitive edge, either through cost competitiveness or unique offerings. However, differentiation is less ofa
driver in the public and third sectors, where organizations are often sole providers of certain services or focus on specific social
causes without direct competition.

Need for Transparency and Regulatory Compliance:

Transparency and adherence to regulations are paramount in the public and third (not-for-profit) sectors.

These sectors are highly regulated, with public organizations adhering to regulations like the Public Contract Regulations 2015 and
third sector organizations following guidelines set by bodies like the Charities Commission. The public's right to information through
mechanisis like Freedom of Information requests firther underscores this need for transparency. In contrast, the private sector
faces less pressure for transparency, though it is not entirely exempt from regulatory compliance.

Resource Availability:

The availability and management of resources are different across sectors. Public and third sector organizations often operate with
limited finds, making value for money a critical driver. They must achieve their objectives within these financial constraints. In
contrast, the private sector generally has greater flexibility in resource acquisition, able to raise funds through loans or share sales,
providing them with a broader scope for investment and expansion.

Stakeholder Management:

Stakeholder dynamics vary significantly among sectors. Public and third sector organizations often have a wide range of
stakeholders, though these stakeholders may not wield significant power. Conversely, stakeholders in private organizations, like
employees, can exert considerable influence, as seen in cases where enployees might strike for better working conditions.
Therefore, managing and satisfying stakeholders can be a more pressing concern in the private sector compared to the public sector,
where actions like strikes can be legally restricted.

Conclusion:

In summary, organizations in the public, private, and third sectors are driven by different motivations and constraints. While profit is a
major driver in the private and third sectors, it serves different purposes in each.

Survival strategies, the need for differentiation, transparency requirements, resource management, and stakeholder relations all vary
significantly across these sectors, reflecting the distinct roles and responsibilities they hold in society. Understanding these key drivers
is crucial for anyone looking to navigate or interact with these diverse organizational landscapes effectively.

Tutor Notes:

- Ifyou're asked about different sectors of the economy it can be difficult to know what to talk about. An easy way to remember
topics you can discuss in your essay is the acronym CAROLS which stands for:

Competition, Activity, Responsibilities, Objectives, Legal Restrictions and Stakeholders. This acronym may generate some ideas of
things you can discuss in your essay.

- This question takes some content from different Learning Outcomes throughout LA. Charities are discussed separately from Public
and Private Sectors in LO 4.4 p.230.

NEW QUESTION # 14
Industry Sectors can be classified as Primary, Secondary and Tertiary. What is meant by an "industry sector'?
Describe the main characteristics of and types of business you will find in these. (25 marks)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

How to approach this question

- The first question can be a simple introduction with a bit of extra detail. The main 'meat' to your essay is going to be explaining the
three sectors, their characteristics and example businesses.

- Aim for three well explained characteristics as a minimum



Exanple essay

An industry sector refers to a broad category or grouping of businesses and economic activities that share similar characteristics and
functions in the production and distribution of goods and services. These sectors are often classified into three main categories:
Primary, Secondary, and Tertiary. Here are the main characteristics and types of businesses you will find in each of these industry
sectors:

1.Primary Sector:

*Characteristics: The primary sector involves activities related to the extraction and production of raw materials and natural
resources directly from the environment. This sector relies on nature and weather patterns: businesses in the primary sector are highly
dependent on natural factors such as climate, weather, soil quality, and geographic location. These factors can significantly impact the
productivity and profitability of primary sector activities. Extreme weather such as floods can severely impact this sector. Moreover
there is a seasonality to this sector and many activities in the primary sector require a significant amount of manual labour, particularly
in agriculture, fishing, and forestry. However, modern technology has also been integrated into some primary sector activities to
increase efficiency.

*Types of Businesses: a. Agriculture: This includes farming, crop cultivation, livestock raising, and forestry. b.

Mining and Extraction. c. Fishing and Aquaculture: Forestry and Logging: Includes the harvesting of timber and related activities.
2.Secondary Sector:

*Characteristic: The secondary sector focuses on the transformation of raw materials and intermediate goods into finished products.
The main characteristic of the sector is that it requires high levels of machinery and industrial techniques. There is a reliance on
technology. Secondly, the secondary sector adds significant value to the products compared to their raw material form This value
addition is achieved through processing, assembly, and quality control processes. The third main characteristic is standardisation:
Manufacturing processes often involve standardization of components and processes to ensure consistency and quality in the final
products. Standardization helps in economies of scale.

*Types of Businesses: a. Manufacturing: This sector includes factories and plants that produce tangible goods such as automobiles,
electronics, textiles, and machinery. b. Construction: Involves the building and construction of structures like buildings, bridges, and
infrastructure. c. Utilities: Companies providing essential services like electricity, gas, and water supply fall into this category.
3.Tertiary Sector:

*Characteristic: The tertiary sector is also known as the service sector and mvolves businesses that offer various services to
consumrers and other businesses. The main defining characteristic of this sector is Intangibility: Services are intangible and cannot be
touched or held. They are often experienced directly by consumers through interactions with service providers or through the use of
technology. Secondly, High Human Involvement: The tertiary sector relies heavily on a skilled and often highly educated workforce
to deliver services effectively. This can include professionals such as doctors, lawyers, teachers, and customer service
representatives. Lastly, Customization: Many services are customized to meet the specific needs and preferences of individual clients
or customers. This personalization is a key characteristic of the tertiary sector.

For example Legal Advice will always be different depending on the specific needs of the client.

*Types of Businesses: a. Retail and Wholesale: Businesses engaged in the sale of goods to consumers or to other businesses. b.
Healthcare and Education: This includes hospitals, clinics, schools, colleges, and universities. ¢. Financial Services: Banks, insurance
companies, and investment firms are part of this sector. d.

Hospitality and Tourism: Hotels, restaurants, travel agencies, and entertainment venues fall into this category.

e. Professional Services: Legal, accounting, consulting, and IT services are part of the tertiary sector.

These industry sectors represent the different stages of economic activity, with the primary sector providing raw materials, the
secondary sector processing and manufacturinggoods, and the tertiary sector offering services and distribution. Together, these
sectors form the backbone of an economy, contributing to its growth and development Tutor Notes

- I've gone overboard on naming the types of organisation in the different sectors. You don't have to remember all of these. 3
examples is sufficient to get good marks. I've just named themall so you can see what could be considered a right answer.

- Some people are talking about Quaternary and Qumnary Sectors. CIPS is not one of those people, so don't worry if you come
across those terns in any further reading. But FYT

L.

*Quaternary Sector: This sector involves knowledge-based activities, including research and development, information technology,
and data analysis.

*Quinary Sector: The quinary sector comprises high-level decision-making and leadership roles in areas such as government,
academia, healthcare, and top-level corporate management.

-LO4.1p.196

NEW QUESTION # 15

With our wide range of CIPS L4M1 exam questions types and difficulty levels, you can tailor your CIPS L4MI1 exam practice to
your needs. Your performance and exam skills will be improved with our CIPS LAMI Practice Test software. The software
provides you with a range of CIPS LAMI exam dumps, all of which are based on past CIPS LAMI certifications.
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