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1. Stakeholders

~ Ans: In any activity an organization undertakes, whether strategic, operational or
tactical, the activity can only be successiul with the inpul, cemmitment and support of
s kary stnkehelders. Gadning and maintaining ihe suppard and commitmant of
slakehoiders requires a continucus process of engaging 1he right stakeholders at the
figght tirme and Lndesstanding and managing thelf expeciations.

Z).  Giobal supply chaing

~ ANG: 8 dynamic wodkdwids nebaod whan 4 company purchases of Uses goods or
services from overseas. It invelves people, information, processes and resources
invetved in the production, handling snd distribution of materiats and fnished preducts
or providing a service to ihe cusicmer

3. whote life costing

" And: lakes iNlo Sccount the 1otal cost of a praduct of service over its lifetime, fram
concept thigugh 1o depotal including puschase, hine of lease, Mallenante, operatian,
utilities, tralring and diaposod. It is important for procutement 1o ke all thise olemants
lintes consdderation when making decisions and comparing the costs of buying, renting or
leating equipment particuladly. [n most cases the purchase costs are only & small
proportion of the cost of cperating |1,

4], Stakeholder mapping
" AnG: A Syslematic way 10 identily the expeciations, needs, importance, and refative
powed of various slakenolders.

5. Vol generation
o Ans: Greating valug from the supply base can be achlieved by ot ondy focusing on

price but also increasing operational performance, driving efficiencies, werking
eclaberatvely or developing continucus improvement activities.
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HE #41
What is the purpose of a CSR policy? What elements should it contain and how can a buyer evaluate a potential suppliers CSR

policy? (25 points)
Ef# -

RN -

See the solution inExplanation partbelow.

Explanation:

How to approach this question

- There are three questions within this question. The purpose could be your introduction, and then take two big sections in the main
body of your essay for the elements and how to evaluate it.

Example Essay

A Corporate Social Responsibility (CSR) policy serves as a formal commitment by a company to conduct its business in a socially
responsible and sustainable manner. The purpose of'a CSR policy is to outline the organization's dedication to ethical practices,
environmental stewardship, and social contributions. It reflects a company's commitment to going beyond mere profit generation and
actively engaging in initiatives that benefit society and the environment.

Elements of a CSR Policy:

1. Ethical Business Practices:

Clearly articulated principles on fair business dealings, anti-corruption measures, and adherence to ethical standards in all operations.
2. Environmental Sustainability:

Commitments to minimize environmental impact through sustainable practices, energy efliciency, waste reduction, and responsible
sourcing of materials.

3. Social Responsibility:

Efforts to contribute positively to the community, which may include support for education, healthcare, poverty alleviation, or other
social initiatives.

4. Labor Practices:

Fair and ethical treatment of employees, including non-discrimnation, fair wages, safe working conditions, and respect for workers'
rights.

5. Supply Chain Responsibility:

A commitment to ensuring that suppliers and partners adhere to similar ethical and CSR standards, promoting responsible practices
throughout the entire supply chain.

6. Transparency and Accountability:

Open disclosure of CSR initiatives, performance, and impacts, demonstrating a commitiment to transparency and being accountable
for CSR goals.

7. Stakeholder Engagement:
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A pledge to engage with and consider the interests of various stakeholders, including employees, customers, communities, and
shareholders, in decision-making processes.

Evaluating a Supplier's CSR Policy:

Assessing a potential supplier's CSR policy involves a comprehensive examination of key factors to ensure alignment with ethical and
responsible business practices:

1. Policy Content:

Review the content of the CSR policy to ensure it covers a broad spectrum of social, environmental, and ethical aspects. A
comprehensive policy reflects a commitment to holistic CSR practices.

2. Alignment with Industry Standards:

Check if the CSR policy aligns with industry-specific standards and best practices. Adherence to recognized standards, such as the
Global Reporting Initiative (GRI) or ISO 26000, indicates a commitment to global CSR norms.

3. Performance Metrics:

Evaluate whether the supplier includes measurable performance metrics in their CSR policy. Clear objectives and key performance
indicators (KPIs) demonstrate a commitment to continual improvement and accountability.

4. Stakeholder Engagement:

Assess how the supplier engages with stakeholders. A robust CSR policy should involve stakeholders in decision-making processes
and demonstrate an understanding of their concerns.

5. Supply Chain Responsibility:

Check if the supplier extends CSR principles to its supply chain. This involves ensuring that suppliers and partners adhere to ethical,
environmental, and social standards, contributing to a responsible and sustainable supply chain.

6. Transparency and Reporting:

Look for transparency in reporting. A supplier that openly communicates about its CSR initiatives, achievements, and challenges
indicates a commitment to accountability and transparency.

7. Continuous Improvement:

Evaluate if the supplier emphasizes a commitment to continuous improvement in its CSR policy. This indicates a dynamic approach
to addressing emerging challenges and staying ahead of evolving CSR expectations.

By thoroughly examining these aspects, a buyer can gain insights into a potential supplier's commitment to corporate social
responsibility and make informed decisions that align with their own CSR objectives and values.

Tutor Notes

- Students often ask if they can use bullet points in their essays. Many tutors say no, but the answer is actually more nuanced than
that. I've purposefully written the above in bullet points to show you how it can be done effectively. Bullet points are fine, providing
you're using full sentences and it makes sense as a stylistic choice. It's not a good option if you're just going to list things without
context. Then it can be hard to follow.

I've personally used bullet points in essays and done really well. There's no rule against it. You've just got to make sure you're doing
it 'right’.

- CSR policies are only briefly mentioned in LO 2.4 but it does come up as quite a big topic in other parts of the syllabus so is worth
knowing, You could mention some exanples of big companies and what their stance on CSR is. A good one to look at is The Body
Shop.

- The study guide references Carroll's Pyramid - this would be great to include in your essay Carroll's CSR Pyramid explained:
Theory, Examples and Criticism (toolshero.com) p.112

i #42
Describe the four main ways that a Public Sector organisation can procure goods or services (25 points)

Ef#:

AR :

See the solution in Explanation part below.

Explanation:

How to approach this question

- This question is testing to see if you know the 4 procurement procedures allowed in the Public Sector which are: open, restricted,
competitive dialogue, competitive dialogue with negotiation. The Public Sector is limited in how it can procure due to the Public
Contract Regulations, so things like Early Supplier Involvement isn't an option.

- The question doesn't specifically say it has to be these four, but these are the ones in the book. Because of the vagueness you
could say something like running a competition and awarding via a Framework instead.

Talking about Public Private Partnerships could also be appropriate but that is outside of the scope of this module (and Level! It
comes up in Level 5). These answers would be accepted.

- Also note that it doesn't say the UK in the question, so if you answered this about your own country, that would be fine.
Exanple Essay

Each country's government has its own regulations relating to how goods, services and works can be procured. The UK's



procurement rules is currently dictated by the Public Procurement Regulations 2015 which is based off EU Procurement Directives.
This piece of legislation will likely be superseded in Autumn

2023 due to the UK leaving the EU. Until this point, the PCR allows UK public sector organisations to procure in the following
ways: open, restricted, competitive dialogue, competitive dialogue with negotiation Open Procedure: This is the most straightforward
and transparent method. A local government issues an open tender for office supplies. Any company that provides these supplies
can submit a bid. The government then evaluates all bids based on price, quality, and delivery terns to select the supplier. Any
interested supplier can submit a tender. The process is open from the outset, and all submissions are evaluated against pre-defined
criteria. This procedure is used when you wish to attract a large number of bidders for the opportunity and is often posted online on
a platform such as Find A Tender.com so that suppliers can find the opportunity. Ifit is a large contract it is a requirement for details
to be published on OJEU. The disadvantage of using this approach is that you may receive many bids which can be time-consuming,
Restricted Procedure: In this method, the public sector organization nvites suppliers to express their interest.

After a preliminary selection process, only those who meet the criteria are invited to submit tenders. This is used when the
opportunity is more technical, for example a healthcare authority needs specialized medical equipment. The authority would requests
expressions of interest from suppliers. After reviewing these, it invites a shortlist of qualified suppliers to submit detailed bids for
further evaluation. The benefit of this approach is that unsuitable suppliers are weeded out early, this saving time.

Competitive Dialogue: This is used for complex contracts where the organization cannot define the technical means or legal or
financial make-up of a project in advance. A dialogue with selected bidders is conducted to develop one or more suitable solutions,
which are then put out to tender. For example, a local council is planning a new public transport system but is unsure of the best
solution. It enters into a dialogue with several firms specializing in transport systens to explore various options before requesting final
bids based on the developed solutions. Suppliers can be eliminated through the dialogue process based on pre-determined criteria.
Competitive Dialogue with Negotiation: Similar to competitive dialogue, but with an added phase of negotiation. It's used for
particularly complex projects where the needs cannot be met without adaptation of readily available solutions. For example: a
government department requires a complex IT system that integrates various existing systens. It engages in a competitive dialogue to
develop potential solutions and then negotiates with bidders to refine these solutions before finalizing the contract. This procedure
allows for negotiations with the winning bidder to readjust requirements if needed.

The approach taken by a public sector organisation will depend on a number of factors, but in particular the complexity of the
project and whether there is a pre-determined scope. Other factors to consider include; the time-sensitiveness of the project and
how quickly the procurement exercise needs to be completed, the amount of suppliers in the marketplace, and whether suppliers
need to be consulted on to create the specification.

Tutor Notes

- These four procedures are outlined on p.212. Post PCR 2015, these procedures may change, or be renamed, depending on what
the UK government decide to do. So if you're taking this exam in November 2024 or later, note that the study guide is now out of
date and you should conduct a bit of your own research.

- You could also mention that the value of spend is a factor when public sector organisations are deciding on a procurement route.
For really low value stuff, like they need a new sofa for the office, most organisation's requirements are to get three quotes and
compare them. That isn't in the study guide, it's just real life (I've worked in this sector so know thisstuff). Each organisation will have
it's own thresholds for what procurement route needs to be taken, so I wouldn't comment on that but generally if it's under £10k
there's quite a bit of flexibility. Where you reach 'threshold' then things become very serious and there's much more scrutiny.

- Thresholds are not part of the syllabus so don't worry about learning this. But if you're interested have a read here: New public
procurement thresholds from 1 January 2024 - BM Insights - Blake Morgan

H #43
Describe 3 stages of the sourcing cycle that occur in the post-contract award stage (25 marks)

Ef#:

fEE -

See the solution inExplanation partbelow.

Explanation:

How to approach the question

Your answer should provide details on 3 of the following:

- Contract Award and Implementation

- Warehouse Logistics

- Contract performance and Improvement

- Supplier Relationship Management

- Asset Management

Because the question is only asking for 3 stages, you're going to have to go much more into detail for each stage, giving lots of

mformation about why each stage is important and examples. You could consider thinking of an example procurement you have
done recently and explaining the stages for that. Or you could take a hypothetical procurement too. Either will get you the same



marks. Pick the three that you can write the most about.

Essay Plan

Introduction - explain that sourcing of goods and the role of Procurement doesn't end once a contract is signed. There is ongoing
management and processes which must be carried out to ensure success.

Paragraph 1 - Contract Performance and Improvement

This is about ensuring contract obligations are fulfilled. Contract administration includes P2P procedures, database management,
budgeting / costs monitoring, reporting and dispute resolution

Procurement's role may be in managing contract performance through the use of SLAs and / or KPIs. This can be done via
reporting, using a Supplier Scorecard and meeting regularly to discuss.

It's important KPIs are measured and that there are consequences for failing to meet them. An example of consequences could be
using a Performance Improvement Plan.

Contract Management also includes updating the contract where required - e.g. issuing variations to contract and updating the
change control log

Another important aspect of this is ensuring the costs remain within scope of the budget

Contract performance can be compared if you have several suppliers delivering the same goods- could use a Factor Rating Method.
Performance could be measured against several criteria such as on time deliveries, response time of supplier, number of complaints.
Paragraph 2 - Supplier Relationship Management

There is a difference between managing the contract and managing the supplier relationship. It's possible to have excellent contract
performance and a terrible relationship. However, the two are generally linked- where there is a good relationship, the contract often
performs well.

The supplier management approach depends on where the relationship falls on the relationship spectrum (e.g.

transactional or collaborative)

This mvolves; maintaining regular contact with the supplier, motivating the supplier, working collaboratively with them (e.g. on
performance issues or resolving any disputes)

Incentivising the supplier leads to collaboration and mutual support

To assess or rank suppliers you could use a vendor rating method or supplier evaluation forms

Supplier relationship management may involve investing in the supplier- e.g. through training or technology sharing Paragraph 3 -
Asset Management

Includes creating a post contract 'lessons-learned'

Assessments should be carried out to determine if business requirements have changed, whether the agreement is still required and fit
for purpose, what can be learnt from the process and how improvements can be incorporated next time.

This 1s the final stage of the Procurement Cycle and takes us back to the start of cycle, which begins again when the item needs to be
reprocured

Whole life costing should be considered at this stage: this is the total cost of ownership over the lift of an asset. The concept is also
known as life-cycle cost (LCC) or lifetime cost, and is commonly referred to as

"cradle to grave" or "womb to tomb" costs.

Generally used on large purchases such as machinery and vehicles. Full Asset Management may not necessary for direct cost itens
such as raw materials incorporated into final goods.

Considerations may include; costs of running the asset, how long it will perform, insurance, maintenance, opportunity costs, disposing
of the asset.

Also consider environmental and social impacts of the procurement.

Conclusion - it is important that procurement are involved at every stage of the cycle, not just in the pre-award stages. Procurement
can add value at every stage.

Tutor Notes

- Depending on the examples you choose to use, you could talk about how the type of item procured could impact on the different
stages. For exanmple, high risk purchases may require more contract management than low risk purchases, and capital expenditure
itemns such as new machinery may require more attention to the Asset Management stage.

- You could also think about how procurement adds value at each of the stages.

- Study guide p. 79

B #44
Explain, with exanples, 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)

Ef#:

A -

See the solution in Explanation part below.
Explanation:

The knowledge to remember:



A table with text on it Description automatically generated
Direct Indirect

Incorporated into goods; raw materials, ancillary iteni; MRO supplies
components and WIP
effects customer satisfaction and reputation | no'effect on customer satisfaction

i ip v lier is collaborative relationship is one off, transactional
DS
object

ive = continuity of supply objective = take advantage of promaotions
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
Operational Expenditure Capital Expenditure
day-to-day costs - consider 5 Rights one off cost- consider TCO and buy vs
lease
Spec more conformance Spec more performance
regular purchasing one off purchase
supplier relationships more important- bulk | supplier relationships not important as
buying, collaborative one off - transactional
item could fall anywhere on Kraljic matrix item is strategig
(Kraljic)
Supply chain risks are great less supply chai
may have preferred supplier list use full tender to procuré "2 tered Institute of
may require justification for r..'n.lrchasiﬁg;PP ’
doesn't require justification to purchase as feasibility study, business case, work out
core requirement for business to function payback period etc
Stock Non-Stock
Buy to put in inventory Buy to use straight away
Retail Lean Manufacturing / JIT
Stock to forecasting - order sunglasses in Feb | Stock to order - ordered when required
to sell in Summer e.g., in Construction - items incorporated
straight away
Has stock holding costs Use ec ic Order Quantities to
mini
Risks if item becomes obsolete (perishable) Risks | q
issues with supply ehidin o'

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 iters 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 items procured in advance and held in inventory 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 them in a stock cupboard, using
these as and when they are required

- Non- stock itens - 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 iterrs 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 procurenment 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 requirements.

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. I'd just avoid those two examples if you can and stick to ones that aren't as contentious like eggs and PPE.

HM #45
Analyse FIVE different sources of added value in procurement

and supply.
(25 marks)

Ef#:

it .

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.

* Tmpact: 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 improverments, and new market opportunities. Early supplier involverment can reduce development times and costs.

* Tmpact: Innovation enhances competitive advantage, supports new product development, and can open up new revenue strears.
* Example: Jomnt 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.

* Tmpact: 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.

* Tmpact: 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 sustamnability. 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.
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