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A2 #18
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)

He:

MY

See the solution inExplanation partbelow.

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.

- If you 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.

Exanple 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 eftectively.

A charity's purpose involves 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 funded 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. Ifit
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 example I talked about removing stray animals from the street.

- Charities comes up in LO 4.4 p.232

Bottom of Form

Top of Form



HE#19
In the supplier selection part of the Procurement Cycle, what criteria can a Procurement Manager use to ensure they award to the
best supplier? (25 points)

e

ME:

See the solution in Explanation part below.

Explanation:

How to approach this question:

- This is quite an open question and there are many different things you could mention. One way to approach it would be to use
Carter's 10 Cs- discuss a couple of these. OR just give a couple of criteria in different paragraphs. Some ideas include: Supplier
financial status, Reputation / References, Quality, Availability, CSR Policies / Ethics / Environmental considerations, Accreditations,
Added Value. This list is not exhaustive.

- Ifyou're going for Carter's 10 Cs you could name a couple of these: competency, consistency, capability, control, cost, cash,
clean, commumnication, culture, commitment

- I don't think either approach is better or worse. Choose the criteria you know the most about and write about those.

- The question doesn't tell you how many criteria to name, so you have to make a judgement call here. I would aim for 5-6. But if
you can only remember 4 that's fine. The main thing they're looking for is that you explain for each one 1) what it is 2) how
procurement can check 3) why procurement would look at that criteria 4) an example. If you do too many you risk not going into
enough detail on each. It's a balance. 5 is always a good number to aim for if the question doesn't state.

Exanmple Essay

In the procurement cycle, the supplier selection phase is a critical juncture that demands consideration.

Procurement Managers shoulder the responsibility of identifying and awarding contracts to suppliers who not only meet immediate
needs, but contribute to the long-term success of the organization. This essay explores various criteria a Procurement Manager can
employ to ensure the selection of the best supplier: financial stability, reputation, quality, availability, CSR policies, and added value.
Financial stability is a foundational criterion in supplier selection. Assessing a supplier's financial status involves a multifaceted
evaluation, with liquidity and gearing ratio taking center stage. The acid test, comparing short-term assets to liabilities, offers insights
mnto a supplier's ability to settle debts promptly, with a ratio exceeding 1 indicating financial health. Meanwhile, the gearing ratio,
reflecting the proportion of capital finded by loans,aids in gauging financial risk, with a ratio below 50% considered low-risk.
Relying on published Profit and Loss statements and income statements, along with financial credit checks from platforms like Dun
and Bradstreet, empowers Procurement Managers to make informed decisions. This financial scrutiny is imperative to avoid entering
contracts with suppliers facing imminent financial struggles, safeguarding against potential disruptions to the supply chain.

Reputation and references are another pivotal criterion. Seeking references from previous contracts allows Procurement Managers
to gauge a supplier's track record in successfully delivering on similar commitments.

Independent reviews and informal market inquiries supplement this information, providing a holistic understanding of a supplier's
performance. However, caution is advised in overreliance on past performance, as variables like personnel changes or contract scale
differences may impact outcomes. Recognizing that past shortcomings may have been addressed internally further emphasizes the
need for a balanced approach to reference evaluation.

Thirdly, Quality. Beyond the product itself, considerations extend to the supplier's technological capabilities, manufacturing
processes, and relevant accreditations such as ISO 9001. Physical visits to supplier sites may be warranted, especially for products
like raw materials where samples can be requested. Adhering to recognized safety standards and assessing factors like fire
retardancy ensures that the quality of manufactured goods aligns with established benchmarks.

Next, Availability is another important criteria to consider. Procurement Managers must evaluate a supplier's capacity and capability
to meet specific requirements. Inquiries about existing contracts and flexibility in response to demand fluctuations provide insights into
a supplier's commitment and responsiveness. Assessing the supplier's workload and the significance of the buyer in their client
portfolio helps determine the level of attention and service the buyer can expect. A buyer may wish to avoid working for a supplier
who is already stretched very thinly with other contracts.

Corporate Social Responsibility (CSR) policies and ethical considerations have gained prominence in supplier selection. Beyond
legal compliance, Procurement Managers may scrutinize a supplier's history for convictions or negative press related to corruption,
bribery, or fraud. The presence of a Modern Slavery Policy and Environmental Policy, along with relevant accreditations like
ISO14001 or Fair Trade certification, attests to a supplier's commitment to ethical and sustainable practices. Procurement would
likely seek to appoint a supplier who's CSR vision aligns with their own company's.

Lastly, added value is an important criteria to consider. This is particularly so for Public Sector Organizations governed by the Social
Value Act. In addition to meeting contractual requirements, suppliers may offer knowledge sharing, training, improved processes, or
contribute to social value by employing local community members or providing apprenticeships. This criterion aligns procurement
decisions with broader organizational goals, enhancing the overall impact of supplier relationships and benefitting the local
community.

In conclusion, a careful combination of financial scrutiny, reputation assessment, quality evaluation, availability considerations, CSR



policies, and added value analysis forms the bedrock of effective supplier selection in the procurement cycle. Procurement
Managers, armed with a holistic understanding of these criteria, should seek not only to fulfil immediate needs, but also consider the
long-term impact of supplier appointments.

Tutor Notes

- A'good' scoring answer (50-70%) will explain the criteria well and give examples. If you're looking for a distinction level answer
(70% +) you could also mention advantages, disadvantages and risks associated with each of the criteria. For exanple, when
looking at references and reputation it's important to know that a supplier would only ever provide a good reference to you, they
would never tell you of a contract that failed.

Another example is that financial data may be skewed- a supplier may have a low score if they are just starting up or have recently
remortgaged a property. It's therefore important to get a commentary as well as the figures / scores.

- You could also mention that criteria could be weighted e.g. more importance given to quality than financial status and also consider
how easy or difficult it would be to get the information e.g. a supplier may say they have lots of availability to deliver the service you
require, but they may just be saying this to win business.

How do you know for sure?

- Social Value Act isn't in this syllabus. If you work in Public Sector procurement it's something you'll be very familiar with. If you
don't or you're outside of the UK do not worry about this. I've just included it to show how you can bring in your own knowledge to
questions like this. You could think of particular criteria that's important to your industry and write about that. The Social Value Act:
What is it, and why is it important? (samtaler.co.uk)

- Study guide p.77

HE #20
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)

He:

MY

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 exanmple.

- 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
individuals 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 mechanisms. The purpose of the Code is to establish standards, promote integrity, mitigate risks and build
trust- with both internal 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 conpliance 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 exanple 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 from suppliers for example.

- 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 mechanisis 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 flinds, 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.
modermn slavery or fraud).

Remedies for an employee breach could include: for minor breaches training may be required, particularly if it was a junior member
of'the teamand it was an nnocent 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 findamental 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 terns can be used interchangeably

- Study guide p. 128

AE#21
Describe the main differences between a traditional procurement approach and supply chain management approach to buying (25
points)

-

Y.

See the solution inExplanation partbelow.

Explanation:

- The question is asking you to explain the following:

- With this type of question you would be expected to discuss 3- 5 differences, giving exanples.

Example Essay Structure

Introduction - explain what is meant by 'procurement’ and 'SCM' - procurement is the traditional way and is to do with purchasing
goods, SCM is the new way which is a more multifaceted way of securing goods and is the result of longer, more complex and more
globalised supply chains.

Paragraph 1 - the objectives of each approach (5 Rights vs added value) Paragraph 2 - the approach (reactive buying vs proactive
ordering) Paragraph 3 - the way of working (silo working vs cross-finctional working) Paragraph 4 - the relationships with suppliers
(transactional vs collaborative) Conclusion - There are many differences between the two approaches, and different companies may
favour one over the other depending on their specific circumstances. E.g. small organisations that make low value and low risk
purchases may take a traditional procurement approach and large multi-national organisations may require a SRM approach due to
the volume of suppliers and com-plexities of the supply chains.

Exanple essay:

Procurement and Supply Chain Management (SCM) represent two distinct approaches to acquiring goods, reflecting the evolution
of purchasing practices. Procurement, the traditional method, in-volves the straightforward purchase of goods. In contrast, SCM is a
more intricate approach, born out of longer, more complex, and globalized supply chains. This essay explores the main differences
between these two approaches, highlighting their objectives, methods, ways of working, and suppli-er relationships.

In the traditional procurement approach, the focus is on achieving the "5 Rights" - getting the right goods, i the right quantity, at the
right quality, for the right price, and at the right time. This en-sures efficiency in the purchasing process. On the other hand, SCM
goes beyond these basic objec-tives, aiming to add value to the entire supply chain. This might mvolve developing strategic rela-
tionships with suppliers, ensuring sustainability, and aligning with broader organizational goals. For example, a company employing a



traditional procurement approach might emphasize getting the lowest price, while an SCM approach could involve working with
suppliers to enhance product in-novation or reduce environmental impact.

Secondly, the traditional procurement approach is often reactive, responding to immediate needs or demands. Companies using this
method typically make purchases as required, without a long-term strategy. In contrast, SCM involves proactive ordering,
anticipating future needs and trends. For instance, a company employing SCM might engage in demand forecasting, allowing for
better plan-ning and inventory management. This proactive approach helps prevent stockouts, reduce costs, and enhance overall
supply chain efficiency.

Moreover, traditional procurement often involves silo working, where different departments operate independently. The procurement
team may not collaborate closely with other departments like pro-duction or marketing, In SCM, there's an emphasis on cross-
functional working, breaking down de-partmental barriers for a more integrated approach. For example, an SCM team might work
closely with production to ensure materials are aligned with manufacturing schedules, fostering efficiency and minimizing disruptions.
Lastly, in traditional procurement, the relationship with suppliers is transactional - focused solely on the exchange of goods for
money. Conversely, SCM promotes collaborative relationships, emphasiz-ing long-term partnerships. A company using SCM might
work closely with suppliers to improve processes, share information, and jointly address challenges. For instance, an SCM
approach might involve collaborating with suppliers to implement just-in-time inventory systens, leading to cost savings and
improved responsiveness.

In conclusion, the differences between traditional procurement and SCM are substantial and nu-anced.

While a traditional procurement approach may suit smaller organizations with low-value and low-risk purchases, larger multinational
companies with complex supply chains often find SCM more suitable.

Understanding these differences allows conpanies to tailor their approach based on their unique circumstances, emphasizing the
importance of flexibility and strategic alignment with organizational goals in the ever-evolving landscape of buying and supply chain
managenment.

Tutor Notes

- This question is taken from learning outcome 1.1.1 (p2 onwards). The new study guide has drasti-cally simplified the information
on this topic compared to the old syllabus (the table above comes from the old syllabus). This may be good news for students in that
you don't need to know as much, but I do wonder if the study guide gives students enough 'content' to write an essay on the subject.
- Ifa question is to come up from LO 1.1 it would be likely be something like: definitions and dif- ferences between procurement and
SCM, difference between a supply chain and a supply network, elements of SCM, or how to add value in the supply chain.

A2 #22
Discuss 3 areas of regulation relating to competition that a procurement professional should be aware of (25 points)

He:

ME:

See the solution inExplanation partbelow.

Explanation:

How to approach this question

- This question is very vague. Sometimes CIPS do this. It allows for you to be a bit more free in your response, but can also be quite
stressful because you don't 100% know what they're affer.

- For this question we're looking at competitions, so full tenders where lots of suppliers are invited to bid for an opportunity. This
means the type of things we could be discussing include; IP, cartels, merger controls and monopolies.

Example Essay

Procurement professionals operate within a legal framework that regulates competition, aiming to ensure fair business practices and
prevent anti-competitive behaviour. Three critical areas of regulation related to competition that procurement professionals should be
aware of include intellectual property, cartels, and merger controls.

Intellectual Property (IP):

Intellectual property encompasses creations of the mind, such as inventions, designs, and brand names, protected by law. In the
context of procurement, understanding intellectual property is essential when dealing with suppliers' products, technologies, or
services that may mnvolve intellectual property rights.

Procurement professionals must be aware of the intellectual property rights associated with the goods or services they are procuring,
This includes respecting patents, trademarks, copyrights, and trade secrets owned by suppliers. Due diligence is crucial to ensure
that the products or services being procured do not infringe on the intellectual property rights of others, requiring verification of legal
ownership and legitimacy. An example of something procurement should look out for include ensuring goods are authentic and not
counterfeit.

Cartels:

Cartels involve agreements between competitors to control prices, manipulate markets, or restrict competition.

For procurement professionals, it is imperative to be vigilant and avoid engaging in or unintentionally supporting cartel activities.
Procurement professionals should refrain from participating in anti-competitive behaviour, such as bid-rigging or price-fixing, which
are common cartel activities. This involves not colluding with suppliers or competitors to manipulate procurement processes.



Maintaining open and fair competition is essential, ensuring that procurement processes remain transparent, competitive, and free
from attempts to distort market dynamics, thereby preventing the formation of cartels and promoting a level playing field.

Ore notable example involved the construction industry in the UK. In 2019, the Competition and Markets Authority (CMA) fined
three major suppliers to the construction industry for participating in a cartel. The companies, which supplied concrete drainage
products, were found to have coordnated their behaviour to share markets, fix prices, and rig bids. The mnvestigation revealed that
these companies had breached competition law by engaging in anti-competitive practices that limited competition and negatively
impacted customers. The fines imposed were part of the CMA's efforts to deter and penalize such cartel behaviour, emphasizing the
importance of fair competition in procurement. The Directors of the companies have also been banned from undertaking the role of
Director of any company for 12 years.

Merger Controls:

Merger controls are regulations overseeing the consolidation of companies, mergers, and acquisitions to prevent monopolistic
practices and protect fair competition. Procurement professionals need to be aware of these regulations, especially when dealing
with suppliers undergoing mergers or acquisitions.

Staying informed about mergers and acquisitions within the supplier base is crucial. Ifa key supplier undergoes such changes, it may
impact the stability of the supply chain or alter market dynamics. Procurement professionals need to be aware of potential changes in
supplier relationships, pricing structures, or product/service availability resulting from mergers. Engaging in proactive risk
management and contingency planning is necessary to mitigate any negative impacts on procurement operations.

Mergers are actively watched in the UK by the Competition and Markets Authority, and where rules are broken, the CMA can
mtervene and even prevent mergers from happening. A notable example of this was the attempted merger between JD Sports and
Footasylum - the companies were fined millions of pounds for exchanging information and attempting to collude and distort the
marketplace.

In conclusion, procurement professionals play a crucial role in navigating these regulatory landscapes effectively. Understanding
mtellectual property, avoiding cartel activities, and staying informed about merger controls contribute to fostering fair and transparent
competition within the marketplace.

Tutor Notes

- The construction example of a cartel can be found here Supply of precast concrete drainage products: civil investigation -
GOV.UK (www.gov.uk) but feel free to use your own!

- The JD/ Footasylum one is here: JD Sports and Footasylum fined £4.7m for competition breach - BBC News. Basically, the
CMA got involved because the two firms were sharing private information and having secret meetings, with the intention that they
could combine. The CMA thought it was super dodgy and that it would distort the trainer / footwear market in the UK so they fined
the companies and told themto stop it.

- The study guide is a bit light on this topic, so I would do a bit of extra research and have an example in your back pocket for if you
need it. P. 142 If you want an example of IP issues- Shein is a great company to look at- "They took my world': fashion giant Shein
accused of art theft | Art and design | The Guardian
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