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CIPS Scope and Influence of Procurement and Supply Sample Questions
(Q46-Q51):

NEW QUESTION # 46
What is a Code of Ethics? What should an Ethical Policy Contain? What measures can an organisation take if there is a breach of
their Ethical Policy? (25 points)

Answer:

Explanation:

See the solution in Explanation part below

Explanation:

- Firstly give a short definition of Code of Ethics: a document that sets out moral principles or values about what is right and wrong,
- What an Ethical Policy should contain: Condition of workers, Environment, H+S, Discrimination, Gift / Bribery Policy,
Whistleblowing, Confidentiality, Fair Dealings, Declaration of Conflict of Interests. You won't have time to go into depth on all of
these, so pick a few where you want to give an example.

- Measures to take if there is a breach: depending on what the breach is and who breached it this could include: educatior/ training,
sanctions, blacklisting, reporting to authorities, publicise the issue, use a performance improvement plan, issue warnings, dismissal.
Exanple Essay:

A code of ethics is a formal document or set of principles that outlines the values, ethical standards, and expected conduct for
mndividuals within an organization. It serves as a guide for employees and stakeholders, shaping their behaviour and decision-making
to align with the organization's ethical framework. It may take the form of a Mission Statement, Core Values, Specific Guidelines or
established reporting mechanistrs. The purpose of the Code is to establish standards, promote integrity, mitigate risks and build
trust- with both nternal and external stakeholders.

A Code of Ethics may contain the following;:

- Condition of workers - stating what the company will provide to the employees to make sure the environment is safe. This could
include the physical environment but also hours worked, opportunities for breaks etc. Depending on the sector it could detail shift
patterns, expectations regarding overtime and compensation.

- Environment - this section would discuss compliance with legislation regarding pollution, disposal of waste materials etc. Depending
on the company's goals- they may have higher commitments to the environment than those imposed by the government. Additional
commitments may include NetZero targets or the use of renewable sources of energy.

- H+S- Health and Safety. Ensuring that the working environment is free of hazards and that workers have the training and
equipment they need to complete the work safely. E.g. PPE

- Discrimination- a promise not to discriminate based on any characteristic. Aligns with the Equalities Act. Policy should include how
the company would handle situations, for example if an employee reports an issue of discrimination or harassment. This may involve
the use of a whistleblowing hotline or details on how to contact HR.

- Gift / Bribery Policy - this area of the code of conduct would explain whether the company allows staff members to receive gifts
(e.g from suppliers) and the processes to complete if they do (e.g. return the item, complete an internal document, donate the gift to
charity). Different companies and industries will have different rules surrounding this, the Public Sector is much more likely to reject
gifts fiom suppliers for exanple.

- Declaration of conflict of interests- this explains what staff should do if there is a conflict. For example if they are running a tender
and their father owns one of the suppliers who is bidding for the work. The conflict of interest policy will explain what the person
should do, how to report it and have mechanisms in place to ensure that nothing untoward could come of'the situation. This may be
having another member of staff mark the tender to ensure unbiasedness.

Measures to take in case of a breach

A response to a breach will depend on who breached the policy - whether this is an employee or a supplier. It will also depend on
the severity of the breach.

Remedies for a supplier breach could include: education / training if the breach is minor. Supplier development if the relationship with
the supplier is very important (for example if there are no other suppliers the buyer could turn to) and the breach is minor. If'the
breach is major such as fraud or misappropriation of finds, a buyer could look to issue sanctions, claim damages and dismiss the
supplier. There could be options to claim liquidated damages if this is included in the contract. For very serious offenses the buyer
may blacklist the supplier- never use them ever again and could also report the issue to the police if the breech is also criminal (e.g,
modern slavery or fraud).

Remedies for an employee breach could include: for mmor breaches training may be required, particularly if it was a junior member
of the teamand it was an innocent mistake like forgetting to fill out a form when they received a Gift. The employee could be
carefully monitored and put on an Improvement Plan. If internal issues are found, such as several staff are breaching the Code of
Ethics, senior management could look to review policies to make sure issues are being flagged and responded to in the best way.
Employees who fail to follow the Ethical Policy, either through routinely failing to adhere to it or through a major breach could be



dismissed from the organisation. There would need to be strong evidence of this.

In conclusion it is important for all organisations regardless of size of industry to have an Ethics Policy. Sharing the code of ethics
with staff'is a fuindamental step in embedding ethical principles into the organizational culture. Regular communication and training
reinforce these principles, fostering a shared commitment to ethical behaviour across all levels of the organization.

Tutor Notes

- In an essay like this it's always a good example to use examples. They can be hypothetical - you don't have to know any
company's Ethics policy off by heart. E.g, Ifa supplier breached a buyer's Ethical Policy by employing Child Labour in their
factories, an appropriate measure for the buyer to take would be to cancel the contract and find another supplier. This is because not
only is Child Labour illegal, the buyer will not want to be associated with this supplier as it will have negative repercussions on their
image. The best response would therefore be to distance themselves from the supplier.

- Code of Ethics and an Ethics Policy are the same thing, Just different language. The terms can be used interchangeably

- Study guide p. 128

NEW QUESTION # 47
Explain 5 stages of the sourcing cycle that occur in the pre-contract stage (25 points)

Answer:

Explanation:

See the solution in Explanation part below.

Explanation:

How to approach this question:

- The Sourcing Cycle is the first half of the CIPS Procurement Cycle and includes these steps:

1) Define Business Need

2) Market Analysis + Make vs Buy

3) Develop Strategy and Plan

4) Pre-Procurement Market Testing

5) Develop Docurments and Specification

6) Supplier Selection

7) Issue Tender

8) Bid Evaluation

9) Contract Award and Implementation

Your response should detail 5 of these. It is a good idea to pick the ones you know most about and where there is more to write
about. You won't get any extra points for naming more than 5 so focus on getting as much detail down about 5, rather than
explaining more of them

Essay Plan

Introduction - explain what the sourcing cycle is - the stages of the procurement cycle before a contract is signed. It describes the
steps an organisation will take to source/ procures goods or services.

Paragraph 1 - Define the business need

How is the need identified? E.g. by end user, stores department, ERP system.

Procurement should challenge this - is it really necessary? Suggest alternatives - this could be a key source of added value

Put together business case / requisition / project initiation document

What type of purchase? Straight rebuy, modified rebuy, new purchase

Decide on what type of specification would be best - Conformance vs performance specification

This stage may include early supplier involvement

Paragraph 2 - Market Analysis and Make vs Buy Decision

Create an Analysis by segmenting the market by buyer, product, distribution channel, geography, customer market etc.

Make vs Buy - use Carter's Matrix to decide whether the organisation should make vs buy.

Also consider outsourcing at this stage

Paragraph 3 - Documents and Specification

Draft documents. These may include a RFQ or ITT, a specification and a proposed form of contract

Specification may be conformance or performance based

A contract sets out the roles, rights, responsibilities and obligations of the parties and shows intention to enter into 'legal relations'
This stage defines the 'offer’ which becomes binding once other party accepts

Documentation may also include proposed KPIs and SLAs

Paragraph 4 - Supplier Selection

For a new purchase, supplier selection is very important - investigation should be proportionate to the value of the procurement. For
rebuys or low-risk purchases you could use the same supplier or a list of pre- approved suppliers.

You can locate potential suppliers by; catalogues, websites, trade registers, market exchanges and review sites, trade or industry



press, fairs and conferences, networking and recommendations/ referrals.

You can shortlist suppliers by sending out a pre-qualification questionnaire. This adds value by reducing wasted time / costs / risks to
entering into a contract with the wrong supplier.

Other criteria for supplier selection include using Carter's 10 Cs (competency, consistency, capability, control, cost, cash, clean,
commumnication, culture, commitment), thesupplier's financial standing (e.g.

liquidity and gearing), references and considering their CSR policy.

Paragraph 5 - Issue Tender

Competitive bidding should only be done when there's sufficient time and resources available, there's sufficient suppliers in the
marketplace, they're keen to win business (ie that there's appetite for competition) and there is a strong specification

Best practice is to issue tenders electronically as it ensures equal treatment of suppliers and transparency

Consider open vs closed procurement processes

Use a cross-functional team - particularly when marking responses

Conclusion - you could mention here that different sourcing activities may require more or less effort at each of the stages e.g.
procuring a new item may require more market analysis than a re-buy.

Tutor Notes:

- Ifyou want to add in extra details, you could think about ways procurement can add value at each stage

- Inthe old syllabus, CIPS were a bit obsessed with Michael Porter. In the Market Analysis bit you could talk about using Porter's 5
forces (buyer and supplier power, threat of new entrants, threat of substitutions, supplier rivalry) and Porter's 3 generic strategies for
competing (cost leadership, differentiation, niche segment). This has been removed from the study guide so it's not essential to know
this for this module, but if you've seen it before it's a nice one to throw in.

- You could also mention that there are differences between the public and private sector procurement at the different stages. E.g.
Public Sector requires open competitions for contracts of a certain value and must follow the rules set out in Public Contract
Regulations - the private sector doesn't have such strict regulations so there is much more flexibility in how tenders are completed.
Also in the public sector, the evaluation criteria needs to be agreed beforehand and presented in the ITT- not the same for the
private sector.

- Study guide p.71

NEW QUESTION # 48

Explain FIVE possible factors that influence procurement

activities in third sector (not-for-profit) organisations that

Parvinder should research. (25 marks)

Parvinder Kaur works for a leading procurement consultancy, NHB. Her

clients are based all around the world with a diverse range of products and services. Parvinder specialises in providing procurement
advice within the public sector but she also has two major clients in the private sector.

Before beginning procurement consultancy services with a new client,

parvinder likes to research the organisation and the sector in Which it operates so that she can understand the type of challenges that
the organisation may face. This work, ahead of the first meeting, has meant that Parvinder has built an excellent reputation for
analysing a business quickly. It also means she has been able to establish insight into the aspects which may have a significant impact
on the success of the procurement function in her clients.

NHB has recently won a significant contract to provide procurement

consultancy service to a large third sector (not-for-profit) organisation.

This is an important new client for NHB and the board is keen to assign Parvinder as the key account manager, even though this is a
new area for her. Parvinder is happy to take on the additional work as she is keen to develop a greater understanding of this sector.

Answer:

Explanation:

See the solution in Explanation part below.

Explanation:

Procurement in third sector (not-for-profit) organisations operates under distinct influences compared to public or private sectors.
Understanding these factors is crucial for Parvinder to provide effective consultancy tailored to the sector's unique challenges and
requirements. Below are five key factors that influence procurement activities in third sector organisations:

1. Funding Sources and Financial Constraints

* Explanation:Third sector organisations typically rely on donations, grants, findraising, and government finding rather than sales
revenue. This creates tight budgetary controls and unpredictability in funding availability.

* Tmpact on Procurement:Procurement activities must align closely with available funds, often requiring careful prioritisation, cost-
effectiveness, and compliance with funders' conditions. Parvinder should research how the organisation manages fluctuating budgets
and whether there are restrictions on how funds can be spent.

2. Regulatory and Compliance Requirements

* Explanation:Not-for-profit organisations are often subject to specific regulatory frameworks and reporting standards, including



charity laws, governance codes, and donor-imposed conditions.

* Tmpact on Procurement:These regulations impact supplier selection, contract management, and transparency obligations.
Procurement must ensure compliance with these rules to maintain legitimacy, donor confidence, and avoid legal penalties. Parvinder
should assess the regulatory environment affecting procurement processes.

3. Social and Ethical Considerations

* Explanation:Third sector organisations frequently have missions linked to social good, environmental sustainability, and ethical
practices. Procurement decisions are influenced by these values and stakeholder expectations.

* Tmpact on Procurement:Procurement must prioritise suppliers who meet ethical standards, support local communities, and minimize
environmental impact. This may limit supplier options but aligns procurement with organisational values and public image. Parvinder
should evaluate the organisation's sustainability and CSR policies.

4. Stakeholder Involvement and Governance

* Explanation:Procurement decisions in not-for-profits often involve multiple stakeholders, including trustees, donors, beneficiaries,
and volunteers, making the governance structure complex.

* Tmpact on Procurement:This can lengthen decision-making processes, require additional approvals, and demand higher
transparency and accountability. Parvinder should mvestigate who the key stakeholders are and how procurement decisions are
governed and communicated.

5. Market and Supplier Availability

* Explanation:Depending on the organisation's geographic location, niche requirements, and mission, there may be limited availability
of suitable suppliers, especially those compliant with social and ethical standards.

* Impact on Procurement:Limited supplier choice can increase costs and procurement risk.

Procurement strategies may need to focus on supplier development, collaboration, or partnerships to meet organisational needs.
Parvinder should research supplier markets and potential supply chain risks.

Conclusion:

To effectively advise the new third sector client, Parvinder must research and understand the impact of finding limitations, regulatory
compliance, ethical imperatives, stakeholder complexity, and supplier availability on procurement activities. Recognising these factors
will enable her to tailor procurement strategies that support the organisation's mission, ensure transparency, and optimise resource
use-key to delivering value in the not-for-profit environment.

Bottom of Form

Top of Form

NEW QUESTION # 49
What is meant by a structured procurement process? (10 marks) Why is this important? (15 marks).

Answer:

Explanation:

See the solution in Explanation part below

Explanation:

- Definition of 'structured procurement process' - when an organisation provides a sequence of actions / steps to take to get the
outcome (the procurement of an item). This involves an organisation providing guidelines and instructions of how things should be
done. Basically following a step-by-step process.

- Why this is important - Ensures all tasks that need to be done are done, maintains consistency, prevents conflict and suboptimal
behaviour, improves efficiency, better managerial control, compliance (with laws and standards), assists with continuous
improvement, may result in time/ cost savings, reduces risks such as fraudulent spending.

Exanple essay:

The first part of the question is worth 10 points, so you could include a few of the following points. It would also be good to include
examples:

- Structured procurement involves creating rules on how procurement should be done

- This is in contrast to reactive / maverick spending

- May come about due to company policy, external regulations or through trying to achieve Competitive Advantage

- Examples include an organisation having set procedures for ordering itens of different spend- e.g. Procurement Assistants can
purchase itens up to £500. Items between £500-£1000 require a manager's approval and anything over £1000 requires a written
Business Case i order to procure

- Structures Procurement Processes will usually also include the use of a designated e-procurement tool. E.g. an organisation may
msist that all tenders use a certain online system and that mvoices are sent via X system within 30 days.

The second part of the question is worth slightly more points, so spend more time on this. You could put each of the reasons why it
is important in a separate paragraph. Also use examples where you can;

- Ensures all tasks that need to be done are done- having structured processes means having a step-by-step guide to how to
procure. This means activities are well co-ordinated and there are no gaps, no duplications of effort and no conflicting efforts. It may



nvolve assigning different people in the team different roles e.g. someone makes the requisition and someone else approves it. It also
means that nothing is forgotten.

- Maintains consistency- having standardised processes means each procurement exercise follows the same process. This may
include using a standard template for a requisition or [TT. Where there is consistency, this results in time being saved and less
mistakes being made as everyone (including supply partners) is familiar with the processes.

- Prevents conflict and suboptimal behaviour- in organisations that use structured procurement processes everyone does the same.
This means there is no conflict (e.g. one person doing things one way and another person does it differently and arguing which way is
best). It also means no one can do procurement 'wrong - there are written guides and procedures to follow. This is particularly
helpful for new starters.

- Efficiency - time and money can be saved where there are standard procedures as people don't have to plan each procurement
activity individually. Structured Procurement Processes may also involve completing bulk orders and co-ordinating activity within the
organisation which means less orders are placed over the year and efficiency savings can be made. For exanple, a factory may
create an order of cleaning products once a quarter, compared to ordering products just as and when they are required. This will
save time of the procurement department overall throughout the year and allows themto focus on other more value-adding tasks.

- Better managerial control - Managers have more oversight when using structured procurement. There are clear rules as to when
managers need to be nvolved and provide sign-off. This visibility makes it easier for managers to make decisions and allows for
early intervention where someone needs assistance. It will reduce maverick spending and fraudulent spending, For example, it is
much harder to provide kick-backs to suppliers when there are clear processes and audit trails and managers have visibility over all
processes.

- Compliance (with laws and standards) - particularly in the Public Sector there are rules and regulations regarding procurement
practices. Using standardised processes allows organisations to demonstrate compliance with appropriate legislation. It also protects
them from 'challenge'. This is when a bidder who is unsuccessful challenges the decision to award a contract to someone else. Using
a structured procurement process allows the organisation to demonstrate that they procured the item correctly and the challenge is
unfounded.

Tutor Notes

- This topic isn't as well explained in the new study guide as it used to be. It's all pretty obvious stuff but the language is slightly
different. The guide now talks about 'compliance with processes' and the benefits this brings. Which is exactly the same as why do
you follow a structured process. This is onp. 114.

- Ifyou're feeling clever, you could mention the difference between Public and Private Sector- e.g. a private organisation may use
standardised processes for efficiency and cost savings, whereas a public sector organisation may use it more for compliance

purposes.

NEW QUESTION # 50

Explain each of the following FIVE electronic systems and how
they can contribute to an effective procurement process. (25
marks)

(1) e-requisitioning

(i) e-catalogues

(i) e.ordering

(iv) e-sourcing

(v) e-payment

Answer:

Explanation:

See the solution in Explanation part below

Explanation:

Electronic procurement systens leverage technology to improve efficiency, transparency, and control in procurement processes.
Each system has distinct finctionalities that contribute to effective procurement. Below is an explanation of each system and its
contribution:

(1) E-Requisitioning

E-requisitioning is the electronic process of submitting purchase requests within an organization, replacing traditional paper-based
requisition forms. Users can raise requisitions online, detailing the goods or services needed.

Contribution to Procurement Effectiveness:

E-requisitioning accelerates the request process, reduces errors, and ensures standardization of dat a. It enables automatic routing
for approvals, enforcing procurement policies and budget controls. This reduces processing time and improves transparency,
allowing better tracking and auditability of requests.

Exanple:

An enmployee submiits an electronic requisition which is automatically routed to managers for approval, ensuring compliance and
faster processing.



(i) E-Catalogues

E-catalogues are digital product listings maintained by suppliers or procurement departments. They provide a searchable and
standardized database of goods and services available for purchase, often with pricing and technical details.

Contribution to Procurement Effectiveness:

E-catalogues simplify ordering by giving users easy access to approved products, reducing the need for manual sourcing, They help
control spending by limiting choices to pre-approved items and negotiated prices, supporting compliance and reducing maverick
spending. The electronic format improves accuracy in ordering and reduces processing time.

Exanple:

Procurement users select products directly froma supplier’s e-catalogue integrated into the procurement system, ensuring correct
specifications and pricing,

(i) E-Ordering

E-ordering refers to the electronic placement of purchase orders via procurement software or online platforms. It replaces manual
order creation and transmission methods.

Contribution to Procurement Effectiveness:

E-ordering increases speed and accuracy of orders, reduces administrative costs, and provides real-time order status tracking, It
minimizes errors caused by manual entry, improves communication with suppliers, and supports automatic matching of orders with
mvoices for smoother payment processes.

Exanmple:

Once a requisition is approved, the system generates an electronic purchase order sent directly to the supplier, reducing lead times.
(iv) E-Sourcing

E-sourcing is the electronic process of identifying, evaluating, and selecting suppliers using online tools such as auctions, tendering
portals, and supplier databases.

Contribution to Procurement Effectiveness:

E-sourcing enhances transparency, widens supplier competition, and accelerates the tendering process. It reduces paperwork and
streamlines supplier evaluation through standardized online submissions. Electronic auctions can drive competitive pricing and better
contract terns. It also enables better documentation and audit trails.

Exanple:

An organization uses an e-sourcing platformto conduct a reverse auction, encouraging suppliers to offer their best prices in real time.
(v) E-Payment

E-payment systens facilitate electronic transfer of funds to suppliers, including methods such as electronic funds transfer (EFT),
autormated clearing house (ACH) payments, or procurement card payments.

Contribution to Procurement Effectiveness:

E-payment increases the efficiency and security of supplier payments, reduces errors, and speeds up transaction processing. It
strengthens supplier relationships through timely payments and reduces administrative overhead and costs associated with manual
cheque processing, Automated payments also support better cash flow management and financial control.

Exanple:

Invoices matched and approved in the procurement system are paid automatically through an integrated e-payment platform,
ensuring prompt settlement.

Conclusion:

The integration of these five electronic procurement systems - e-requisitioning, e-catalogues, e-ordering, e-sourcing, and e-payment
- delivers significant improvements in procurement efficiency, control, and transparency. Together, they streamline processes, reduce
costs, enhance compliance, and improve supplier collaboration, making the procurement finction more strategic and value-driven.
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