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CIPS L4M1 Priifungsplan:

Thema Einzelheiten
¢ Understand and analyse the need for compliance: This section measures skills of compliance officers and
Thema 1 sector-specific procurement managers in understanding different economic and industrial sectors such as

¢ Understand and analyse the added value through procurement and supply chain management: This section
of the exam measures skills of supply chain managers related to identifying added value outcomes in

Thema 2 procurement and supply and evaluating cost savings, service improvements, and innovationsu

contributions.It also measures procurement and supply processes that contribute to added value.

¢ 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
Therma 3 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.

¢ Understand and analyse the key steps when procuring goods or services: This section measures that skills
Therm 4 of purchasing managers and procurement officers in identifying and evaluating stages in the sourcing
process, planning, supplier selection, and contract management.

Thera 5 ¢ Procedures, strategies, manuals, and internal function involverment.

CIPS Scope and Influence of Procurement and Supply L4M1 Priifungsfragen
mit Losungen (Q32-Q37):

32. Frage
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)

Antwort:

Begriindung;

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.

Exanmple 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 effectively.

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 community 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 fimded 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
charities. 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 Customs (HMRC):

Chartties 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. If'it
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 [ talked about removing stray animals from the street.

- Charities comes up in LO 4.4 p.232

33. Frage
Describe the key drivers for organisations who operate i the public, private and third sector (25 marks)

Antwort:

Begrindung;

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.
Exanmple essay:

Organizations across the public, private, and third sectors operate within different paradigis, 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 mot-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 defictt, 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 of a
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 further 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 funds, 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 nvestment 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 ifluence, as seen in cases where employees 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 LA4. Charities are discussed separately from Public
and Private Sectors in LO 4.4 p.230.

34. Frage
Janis a Contracts Manager at ABC Ltd and has recently awarded a contract to XYZ Ltd. Describe how she can manage the
contract and supplier, detailing ways of monitoring performance and adding value for ABC Ltd (25 marks)

Antwort:

Begriindung;

See the solution inExplanation partbelow.

Explanation:

How to approach this question:

- There are 4 sections to this essay, so before you start writing I'd make a couple of notes on each of the points. Then build those
notes into separate paragraphs. Your notes may look like this:

How to manage the contract - ensuring contract is fit for purpose, holding XYZ to their responsibilities, ensuring ABC are also
fulfilling their responsibilities, issuing contract variations if required, planning for contingencies.

- How to manage the supplier - ensure the right relationship is in place (transactional vs collaborative), communication - open and
honest, ensure there is mutual trust and understanding of each other's goals/ objectives.

- Ways of monitoring performance - use KPIs / SLAs, Supplier Scorecard, Vendor Rating, feedback from customers

- How to add value for ABC - increasing efficiencies (e.g. less product defects), improved quality, assisting with Value Engineering
exercises, reduction in time and costs (e.g. through improved processes such as ordering), the supplier delivers 'extras' for ABC
such as training to staff'at no additional cost.

- Ensure each paragraph refers to Jan, ABC and XYZ. The question doesn't state what the businesses are buying/ selling so you can
use this as an opportunity to provide examples: 'if ABC are procuring raw materials from XYZ such as metal, an effective way to
manage performance would include .... If they are procuring a service, it may be more beneficial to use .... methodology' Exanmple
Essay Jan, the Contracts Manager at ABC Ltd, plays a pivotal role in ensuring the success of the recently awarded contract with
XYZ Ltd. Efficient contract and supplier management involves careful planning, communication, performance monitoring, and the
continuous addition of value. Here's how Jan can navigate these aspects:

In terms of contract management, Jan must ensure that the terms and conditions of the contract are "fit for purpose," aligning with the
specific needs and complexity of the procurement. For instance, a simple goods procurement may necessitate a concise document,



while more intricate projects like engineering endeavors may require a detailed contract such as a JCT or NEC contract.
Additionally, Jan should vigilantly manage the contract during its lifespan, addressing any potential 'scope creep' that might
necessitate amendments. If'the contract lacks provisions for such changes, Jan may need to initiate the creation of a new contract to
accommodate evolving needs Clear delineation of responsibilities and contingencies is crucial in the contract to ensure accountability
and preparedness for unforeseen circumstances. The inclusion of Key Performance Indicators (KPIs) and damage clauses, where
appropriate, adds a layer of clarity and accountability to the contractual relationship. Planning for contingencies involves having
backup strategies in place, especially considering potential challenges that may arise during the collaboration with XYZ Ltd. For
example, having other suppliers she can call upon if XYZ fail to deliver on an order.

Turning to supplier management, Jan's role involves fostering a positive and productive relationship with XYZ Ltd. This includes
regular meetings to discuss progress, achieverments, and future plans. A mobilization meeting is particularly important to ensure a
strong start to the contract. Subsequent monthly or quarterly meetings provide a platform to review performance retrospectively and
plan for the future. Additionally, effective communication is paramount, with Jan ensuring that both organizations regularly
communicate, particularly regarding urgent issues that may require immediate attention. This proactive communication can occur
through various channels, such as email or phone calls, facilitating a swift resolution of any emerging concerns.

Trust and honesty form the bedrock of the relationship between ABC Ltd and XYZ Ltd. Jan should work towards fostering mutual
trust through both formal and informal activities, recognizing the importance of a transparent and cooperative partnership In terms of
performance monitoring, Jan can employ Key Performance Indicators (KPIs) and Service Level Agreements (SLAs) to track
performance regularly. These metrics should not be viewed as one-oft activities but rather as ongoing tools for assessing and
ensuring that performance aligns with expectations. Clear communication regarding the consequences of failing to meet these targets,
such as the implementation of a Performance Improvement Plan or potential contract cancellation, is essential for maintaining
accountability.

Regular performance meetings between ABC Ltd and XYZ Ltd provide an opportunity to discuss achievements, setbacks, and any
necessary adjustments. Beyond quantitative metrics, surveys and feedback from customers can provide qualitative insights into
performance.

Finally, Jan can contribute to the partnership's success by focusing on adding value. This nvolves going above and beyond the
contractual obligations, such as delivering products more efficiently at no additional cost or improving operational efficiencies.
Encouraging XYZ Ltd to participate in Value Engineering exercises and engaging in Early Supplier Involverment to shape and define
future requirements would be a good example of this. Additionally, providing 'add-ons' or 'extras’ outside the contractual framework,
such as training for ABC Ltd staff, further enhances the value derived from the partnership.

In conclusion, Jan's role as Contracts Manager extends beyond the initial awarding of a contract- rather her role involves strategic
contract and supplier management throughoutthe lifetime of the professional relationship. By ensuring the contract is well-suited for
its purpose, fostering a positive relationship with the supplier, monitoring performance effectively, and consistently adding value, Jan
contributes to the success of the collaboration between ABC Ltd and XYZ Ltd. This comprehensive approach sets the stage for a
mutually beneficial and enduring partnership.

Tutor Notes:

- A case study question like this in the real examis likely to come with more details. They often come with lots and lots of details to
be honest, talking about what XYZ supplies to ABC and the names of the people involved. The case study usually gives you some
good clues as to what the exammner will be looking for you to include, so do read them careflly.

- You don't have to include much 'theory' on case study questions - the important thing is to reference Jan as much as possible. BUT
you could throw in a cheeky mention of the Kraljic matrix. The approach to managing the contract and supplier would depend on
the type of item supplied by XYZ - e.g. if it is a bottleneck item the supplier may need to be handled differently to if it is a routine
item. You could also mention KPIs and objectives as being 'SMART - Specific, Measurable, Attainable, Relevant, and Time-
Bound

- study guide p.86-90 / p.94 / p.96 -98

35. Frage
Explain FIVE differences between capital expenditure and operational expenditure categories of spend for an organisation.
(25 marks)

Antwort:

Begrindung;

See the solution in Explanation part below.

Explanation:

When discussingcapital expenditure (CapEx) and operational expenditure (OpEx)in the context of procurement and supply, it is
essential to understand how they impact an organization's financial planning, decision-making, and procurement strategy. Below
arefive key differencesbetween CapEx and OpEx:

1. Definition and Nature of Spend

* Capital Expenditure (CapEx)Refers to investments made by a company to acquire, upgrade, or maintain physical assets such as
property, machinery, or equipment. These are typically large, one-time purchases that provide long-term benefits.



* Operational Expenditure (OpEx):Involves day-to-day expenses required to run the business, such as salaries, rent, utilities, and
consumables. These costs are necessary for ongoing operations.

2. Accounting Treatment

* CapEx:Considered a long-term investment, it is capitalized and recorded as an asset on the balance sheet. Depreciation or
amortization is applied over the useful fife of the asset.

* OpExFully expensed in the profit and loss statement in the accounting period in which it is incurred. It directly impacts the
organization's profitability in the short term.

3. Budgeting and Approval Process

* CapExRRequires substantial financial planning, detailed justification, and approval from senior management due to its high-cost
implications.It often mvolves long-term financial commitment.

* OpEx:Generally included in the organization's operating budget and does not require extensive approval processes, as it consists of
routine expenses necessary for daily business fimctions.

4. Impact on Cash Flow and Financial Planning

* CapEx:Affects cash flow significantly as it requires large upfront payments. Organizations often finance CapEx through loans,
leasing, or long-term financial strategies.

* OpEx:Represents smaller, recurring costs that are easier to manage and predict within the financial year, allowing for more
flexibility in cash flow management.

5. Examples of Procurement and Supply Considerations

* CapEx Examples:Purchasing manufacturing equipment, acquiring new office buildings, upgrading IT infrastructure (e.g., servers,
data centers).

* OpEx Exanples:Office supplies, utility bills, employee salaries, maintenance and repair costs, software subscriptions.
Conclusion

Understanding the distinction betweencapital expenditure and operational expenditureis essential for procurement and supply
professionals to make informed financial decisions, align with corporate strategy, and ensure efficient resource allocation.
Procurement teans must consider factors such as cost-benefit analysis, funding sources, and long-term value when determining the
best approach for an organization's spending strategy.

36. Frage
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).

Antwort:

Begrindung;

See the solution in Explanation part below.

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 into the
enterprise to further their objectives. This is worth 10 points so should be a good 2-3 paragraphs, with exanples.

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

Example 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 lifeboats 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), findraising 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), Museurs (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 fundamental objective for Third Sector organizations.
Unlike for-profit entities, these organizations do not aim to generate profits for shareholders but need sufficient funding to sustain their
operations. This finding 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 funding 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
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 mamntaining 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
community. 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.

-LO4.4.P.230
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