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¢ 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

Topic 1 procurement and supply and evaluating cost savings, service improvements, and innovationsu

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

¢ Understand and analyse aspects of organisational infrastructure that shape the scope of procurement and

supply chain functions: This section measures that skill of supply chain strategists and organizational analysts
Topic 2 inunderstanding corporate governance, documented policies, accountability, and ethics. It also covers the
impact of organisational policies and procedures on procurement and supply

¢ Understand and analyse the key steps when procuring goods or services: This section measures that skills
of purchasing managers and procurement officers in identifying and evaluating stages in the sourcing

Topic 3
P process, planning, supplier selection, and contract management.

Topic 4 ¢ Procedures, strategies, manuals, and internal finction involvement.
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CIPS Scope and Influence of Procurement and Supply Sample Questions
(Q49-Q54):

NEW QUESTION # 49
What is meant by the term 'centralised procurement'? (10 points) Explain 2 forns of Hybrid Procurement Structures (15 points).

Answer:

Explanation:

See the solution in Explanation part below.

Explanation:

- This is essentially two mini essays, so you can do them completely separately if you like.

1) Definition of centralised procurement - when an organisation has a designated procurement fimction which makes purchases on
behalf of other teams. When departments need to make a purchase, they would do this by approaching the procurement department
who would purchase the item they need. This is in contrast to devolved procurement where departments can make purchases
thermselves.

2) Explanation: of 2 forms of hybrid structures- there's a couple in the study guide you can pick from- consortium, shared services,
lead buyer and outsourced. In the old syllabus they used to discuss SCAN - Strategically Controlled Action Network and CLAN =
Centre Led Action Network. This has been removed from the new syllabus, but I don't think it would be wrong to use SCAN and
CLAN in this essay if you wanted to. However they are more complicated than the others and if you can talk about other models
instead I'd definitely go for that.

Exanple Essay:

Centralized procurement refers to a procurement strategy where an organization consolidates its purchasing activities into a single,
central department or unit. Instead of allowing individual departments or divisions within the organization to independently manage
their procurement processes, centralized procurement involves the concentration of these activities under a unified structure.

Key features of centralized procurement include:

1) Single Procurement Authority: In a centralized procurement system, there is a designated procurement authority or department
responsible for handling all purchasing decisions. This central entity has the authority to negotiate contracts, select suppliers, and
make procurement-related decisions on behalf of the entire organization.

2) Streamlined Processes: Centralized procurement aims to standardize and streamline procurement processes across the
organization. This can include the establishment of uniform procurement policies, procedures, and documentation to ensure
consistency and efficiency.

3) Economies of Scale: By consolidating purchasing power, centralized procurement allows organizations to leverage economies of
scale. Bulk purchases, standardized contracts, and negotiations with suppliers on a larger scale can lead to cost savings and more
favourable terms.

4) Improved Coordination and Comnumnication: Centralized procurement enhances coordination and commumnication within the
organization. With a centralized structure, there is better visibility into overall procurement activities, allowing for improved
collaboration, information sharing, and strategic planning.

Moreover, this centralized control helps manage risks, ensure transparency, and monitor adherence to ethical and legal standards.
5) Consolidated Supplier Relationships: Centralized procurement enables the organization to consolidate its relationships with
suppliers. This can lead to stronger partnerships, better negotiation positions, and improved collaboration with a select group of
suppliers that meet the organization's needs.

6) Strategic Decision-Making: Centralized procurement allows organizations to make strategic decisions at a higher level. This
includes aligning procurement strategies with overall organizational goals, optimizing the supply chain, and contributing to broader
business objectives.

An exanmple of centralised procurement would be in a hotel chain with several hotels across the UK. In a centralised procurement
function there would be one team responsible for ordering everything for all of the hotels, rather than allowing the individual hotels to
buy things themselves. Premier Inn is an example of a company that uses this structure- it allows them to buy stock in bulk and
ensures that all hotels have the same equipment so customers expectations are always met.

Centralized procurement is often contrasted with decentralized procurement, where individual departments or business units manage
their procurement independently (i.e. each hotel would buy their own supplies). The choice between centralized and decentralized
procurement depends on various factors, including the size and structure of the organization, the nature of its operations, and the
specific goals it aims to achieve through its procurement processes.

Consortium Procurement Model:

The consortium procurement model is characterized by the collaboration of multiple organizations forming a joint group (the
consortium) to engage in collective buying activities. Typically composed of entities from the same industry or sector, these
organizations unite their resources, expertise, and purchasing power to pursue shared procurement objectives. The consortium
leverages this collective strength to negotiate contracts, conduct bulk purchases, and benefit from economies of scale, resulting in
cost savings and increased operational efficiency. The UK University sector is an example of Consortium activities- many universities
come together to 'group buy' itens as this brings about many benefits.



The main benefit of this form of hybrid procurement model is the increased negotiating power and leverage derived from combining
the purchasing volumes of participating entities. This often results in more favourable terms, competitive prices (through bulk
purchases), and improved conditions with suppliers.

Additionally, consortium buying allows organizations to share resources, knowledge, and expertise, fostering a collaborative
environment that enhances overall procurement capabilities. By working together, consortium members can collectively address
challenges, negotiate strategically, and navigate the procurement landscape more effectively.

However, consortium buying is not without its challenges. A potential disadvantage lies in the complexity of managing a collaborative
procurement structure, involving coordinationamong diverse entities. Achieving consensus on procurement strategies, vendor
selection, and contract terms may require considerable effort and compromise. Additionally, individual organizational needs and
preferences within the consortium may differ, posing challenges in aligning priorities. It is essential to strike a balance between
centralized decision-making and accommodating the specific requirements of each consortium member. Furthermore, the success of
consortium buying relies heavily on effective communication and trust among participants. Any breakdown in communication or lack
of trust could hinder the collaborative process, impacting the overall efficiency and success of the consortium's procurement
endeavours.

Overall, while consortium buying offers notable advantages, its effectiveness is contingent on careful management of collaborative
dynamics and effective communication strategies.

Shared Services Procurement Model:

In the shared services procurement model, various departments or business units within a single organization converge under a
centralized procurement finction. Rather than individual units managing their procurement independently, a dedicated shared services
centre is established to provide procurement-related services across the organization. This model facilitates streamlined processes,
ensures consistency through standardized procedures, and capitalizes on economies of scale.

Ore key benefit is the potential for cost savings through economies of scale. By centralizing procurement, the organization can
negotiate bulk purchases and standardized contracts, leading to better terms and prices. This consolidation of purchasing power
enables the organization to optimize its resources and achieve overall cost efficiency. Additionally, centralized procurement allows for
streamlined processes, standardized procedures, and better control over procurement activities. It promotes consistency, reduces
redundancy, and ensures adherence to organizational policies and compliance requirerments.

However, there are also potential disadvantages to centralized procurement. One notable challenge is the potential for reduced
flexibility in meeting the unique needs of individual departments or business units within the organization. Centralization may lead to
standardized approaches that might not be well-suited for all units, potentially impacting their specific requirements. Furthermore, the
centralization of decision-making can result in increased bureaucracy and longer decision-making processes, potentially slowing
down procurement activities. Additionally, there may be resistance from decentralized units that are accustomed to managing their
procurement independently. Striking a balance between centralized control and accommodating the diverse needs of various units is
crucial for the success of centralized procurement.

In conclusion, both the consortium and shared services procurement models represent strategies to enhance efficiency, realize cost
savings, and optimize procurement processes. While the consortium model involves collaboration with external entities, the shared
services model centralizes procurement functions within a single organization. The choice between these models depends on the
unique goals, structure, and requirements of the organizations nvolved, each offering distinct advantages in the pursuit of effective
procurement management.

Tutor Notes:

- This is from LO 3.3 p.161 onwards. There's quite a bit of mformation on these hybrid models so there's many ways it can come up
as a question. There are different types of consortium, which I didn't go into in the above essay because it wasn't asked for as part
ofthe question, but I'd familiarise yourself with this. Also with the pros and cons of each model, and think about when an organisation
may choose this type of model.

NEW QUESTION # 50
What is 'supply chain management'? Outline the drivers, advantages and disadvantages of using this approach within the
Procurement Departiment of an organisation (25 pomnts) See the solution in Explanation part below.

Answer:

Explanation:

How to approach the question

- There are 4 main components to this question that you will have to answer, so my advice is to first write down subheadings for
your essay so you don't miss any out: definition of supply chain management, drivers, advantages and disadvantages

- The question also brings up 2 concepts - supply chain management and tiered supply chains, it would be good to include a
definition of both of these.

- Because of the number of things you'll have to write, you don't need to go into lots of detail - one paragraph per section will be
enough.

Proposed Essay Structure

Intro - what is supply chain management and what is a tiered supply chain P1 - drivers P2 - advantages P3 - disadvantages



Conclusion - supply chains are complex due to globalisation Essay Ideas:

- Definition of supply chain management = Making something available in response to a buyer's requirements. The transformation of
goods from raw material into an end product (input > conversion

> output)

- Drivers = Cost, Time/ Speed, Reliability, Responsiveness, Transparency, Globalisation

- Advantages = reduced costs by elimination of waste, improved responsiveness to custommer requirements, joint-ventures with
supply partners leading to mnovations, tech sharing, improved communication leads to faster lead times for product development

- Disadvantages = needs considerable investment and internal support, closer relationships may be risky (IP, loss of control), issues
n fairly distributing gains and risks (you don't need to talk about all of these- pick 1 or 2 you feel you know the best and focus on
that) Example Essay Supply Chain Management (SCM) is the arrangement of processes involved in the production and distribution
of goods / services - from the origin to the end consumer. In simple terns, it's taking a raw product and transforming it into an end
product that a consumer would purchase. For example taking a potato froma farmer, giving it to a manufacturer to make into chips
and sending these to retailers to be sold. SCM relies on close relationships between the parties in the supply chain and adds value to
the product at every stage. A Tiered Supply Chain is a specific configuration within SCM that involves multiple levels of suppliers
and sub-suppliers. A buyer will work with a small amount of Tier 1 suppliers who will in turn work with their own suppliers. In a
tiered system there can be many, many layers of suppliers who all ultimately work towards creating the same product. This essay
ains to delve into the drivers, advantages, and disadvantages associated with implementing a complex supply chain, such as the
Tiered Supply Chain model.

The main drivers of using a tiered supply chain are often rooted in the pursuit of efficiency, cost- effectiveness, and flexibility. By
consolidating suppliers into distinct tiers, organizations can streamline their management processes, reduce complexity, and enhance
overall supply chain performance.

Additionally, tiered supply chains are often employed in response to the global nature of modern business, accommodating the need
to source materials and components fiom various regions while maintaining a manageable and responsive supply network.

One of the advantages of a Tiered Supply Chain is the streamlined management of suppliers. In this model, there are fewer direct
suppliers to oversee, simplifying the coordination and communication processes. This can lead to increased efficiency and
responsiveness as organizations deal with a smaller, more manageable pool of suppliers. The consolidation of suppliers in a tiered
systemmay also result in potential cost savings and improved collaboration with a select group of trusted partners.

However, the complexity of a Tiered Supply Chain brings disadvantages. One significant drawback is reduced visibility. As the
supply chain extends across multiple tiers, organizations may struggle to have a comprehensive view of the entire process. This lack
of visibility can lead to challenges in tracking and responding to potential disruptions. Moreover, ethical risks emerge when
companies have limited oversight over lower-tier suppliers, potentially exposing organizations to issues such as labour exploitation,
environmental concerns, or violations of ethical standards.

In conclusion, supply chain management has evolved into a complex discipline due to the forces of globalization and consumer
demands for speed and quality. The Tiered Supply Chain model, driven by these factors, presents both advantages and
disadvantages. While managing fewer suppliers can enhance efficiency, the trade-off includes dimnished visibility and increased
ethical risks.

Organizations must carefully evaluate the specific needs of their operations and weigh the benefits against the challenges when
deciding whether to adopt a Tiered Supply Chain. In this intricate landscape, the ability to balance complexity and efficiency
becomes paramount for sustained success in the global marketplace.

Tutor Notes

- Definition of supply chain management is fromp.5

- Drivers, advantages and disadvantages p.9

- This topic used to be much more in depth in the old syllabus and has been drastically simplified in the new study guide. The guide is
actually quite light on this topic stating simply that "globalisation and localisation are both drivers of using supply chain tiering". If you
don't work in manufacturing, or an industry that uses supply chain tiering, this concept may be a bit alien to you and I'd recommend
doing a little extra research. The best example of supply chain tiering is in car manufacturing- and that would be a good example to
use in an essay. Some additional links for research:

- Supplier Tiers: What's The Difference Between Tier 1, Tier 2, and Tier 3 | PLANERGY Software

- Sustainable Sourcing - Definition, Examples, Benefits & Best Practices (brightest.io)

- https7/youtu.be/fs1rDgBQy1M

NEW QUESTION # 51
Jan is 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)

Answer:

Explanation:
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' Example
Essay Jan, the Contracts Manager at ABC Ltd, plays a pivotal role in ensuring the success of the recently awarded contract with
XYZ 1td. 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 fifespan, addressing any potential 'scope creep' that might
necessitate amendments. Ifthe contract lacks provisions for such changes, Jan may need to mitiate 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 circunmstances. 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 mvolves fostering a positive and productive relationship with XYZ Ltd. This includes
regular meetings to discuss progress, achievements, 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 mformal 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-off 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 involves 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 mnitial 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 exam s 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 examiner will be looking for you to include, so do read them carefully.

- 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

NEW QUESTION # 52
Explain, with examples, the three different ways one can categorise procurement spend: direct vs indirect, capital expenditure vs
operational expenditure and stock vs non-stock iterrs. (25 points)

Answer:

Explanation:
See the solution in Explanation part below
Explanation:
The knowledge to remember:
Direct Indirect

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

i\aﬂ\c\msh w&th su.fjagpller is collaborative relationship is one off, transactional

1 &”terﬁ'l )

mlve coﬁ:'tlnu*fy of supply objective = take advantage of promotions
carried out by procdarement - 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
EssayPlan:

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

Introduction - explain why procurement categorises spend

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

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

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

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

- Stock items - these are itens procured in advance and held in 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 themin a stock cupboard, using
these as and when they are required

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

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

Example Introduction and Conclusion

Introduction

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

Conclusion:

In conclusion, categorizing procurement spend into direct vs. indirect, capital vs. operational, and stock vs. non-stock iterns is
essential for strategic resource management. While these categories provide a structured framework, they are not mutually exclusive,
as an item can fall into multiple categories. For exanple, an item may be both direct and operational or indirect and stock. The
flexibility of these categories allows organizations to tailor their procurement strategies based on their specific needs, ensuring



efficient resource allocation and effective supply chain management. Different companies may adopt varying categorization
approaches depending on their industry, size, and operational 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 exanple, 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.

NEW QUESTION # 53
Describe the main differences between the three economic sectors: public, private and third. Your answer may make reference to
the following; finding, ownership, shares, objectives and administration (25 marks)

Answer:

Explanation:

See the solution in Explanation part below.

Explanation:

How to approach this question

- Sometimes CIPS give you a steer on how to answer the question. My advice is to follow it. The question says you MAY make
reference to the following, but I'd use those hints as a guide for content- a paragraph on each and you're done!

- When you've got a 'may make reference to' hint - this means you can completely ignore it and do your own thing and bring in your
own ideas. May means it's optional, so you wouldn't be penalised for this. However, you have to consider the examiner's mark
scheme- it will detail options of stuff you can write for finding, ownership etc. Then there will be a line at the bottom saying
something like 'accept other options such as x and y'. This leaves it up to the examiner to decide whether what you've said is
relevant. I'd personally not leave it up to chance you get a lenient examiner. If you write what's definitely going to be on their mark
scheme, you're more likely to get more points.

Exanple Essay

The modern economy is a complex tapestry of various sectors, each with its own distinct characteristics and functions. The three
prominent sectors are the public sector, the private sector, and the third sector. These sectors differ significantly in terms of their
funding mechanisims, ownership structures, objectives, the concept of shares, and their administration.

Firstly, the public sector is predomnantly finded by the government through taxation, grants, and other forms of public revenue. Its
very existence hinges on the provision of essential services and the fulfilment of societal needs. These organizations are owned by the
governiment, be it at the federal, state, or local level. Unlike the private sector, the concept of shares doesn't apply in the public
sector. Instead, the government allocates budgets to various departments and agencies for public services and projects. The primary
objectives of the public sector revolve around the welfare of the citizens, including the provision ofeducation, healthcare, defence,
and infrastructure. It is characterized by bureaucratic administration, with decision-making processes subject to governmental
regulations and oversight. A prime example is public schools and healthcare systers, which are finded and operated by the
government with the primary objective of ensuring universal access to education and healthcare services.

In contrast, the private sector operates on a starkly different paradigm. It is primarily finded by private capital, investment, and
profit-seeking activities. Private individuals and corporations own these entities, with ownership shares often represented by stocks.
Shareholders nvest capital in exchange for ownership stakes and the potential for dividends. The central objective in the private
sector is profit maximization, driven by competition in the market. Companies in the private sector are administered by management
teanrs and boards of directors, with decisions guided by market forces. Apple and ExxonMobil are examples of private sector
entities, privately owned and publicly traded, with profit motives at their core. Shareholders mnvest in these companies with the
expectation of financial returns.

Lastly, the third sector, often referred to as the nonprofit or voluntary sector, represents a unique economic sphere. It relies on a
combination of finding sources, including donations, grants, and earned income, but not taxation. Third sector organizations are not
owned by individuals or shareholders; instead, they are governed by boards of directors or trustees. Unlike the private sectors,
shares are not applicable in the third sector.

These organizations do not seek to distribute profits to owners. The primary objective of the third sector is to serve a social or
commumnity purpose, such as addressing societal issues, promoting social change, and providing services that benefit the public.
Administration in this sector is overseen by non-profit boards, and it heavily relies on volunteers, philanthropy, and community
engagement. For example, the Red Cross operates with the objective of providing humanitarian aid and disaster relief, relying on
donations and volunteers to fulfil its mission. Any profits that are made are reinvested into the organisation to further its mission.

In conclusion, the public, private, and third sectors represent diverse economic domains, each with its own funding mechanisms,
ownership structures, objectives, and administrative models. These sectors play essential and complementary roles in society,



contributing to economic development, public welfare, and social progress. Together, they form the foundation of a balanced and
dynamic economic landscape.

Tutor Notes

- I've structured this essay with a paragraph on each sector, but you could have done a paragraph on each theme, thus having 5
paragraphs instead of 3. Either approach works.

- You've got 5 things and 3 sectors, that equals 15 marks. If you give an example of each and a strong intro and conclusion, that's
full marks.

- See LO 4.1 p. 203 - there's a cute table with this information on.

NEW QUESTION # 54

In today's competitive industry, only the brightest and most qualified candidates are hired for high-paying positions. Obtaining CIPS
Scope and Influence of Procurement and Supply is a wonderfill approach to be successfil because it can draw in prospects and
convince companies that you are the finest in your field. Pass the Scope and Influence of Procurement and Supply exam to establish
your expertise in your field and receive certification. However, passing the Scope and Influence of Procurement and Supply LAM1
Examis challenging.
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