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B #19
Explain FIVE ways conflicts of interest could be managed by effective corporate governance. (25 marks)

EfR:

R -

See the solution in Explanation part below.

Explanation:

Five Ways to Manage Conflicts of Interest Through Effective Corporate Governance Conflicts of mterest arise when an individual or
entity has competing personal and professional interests that could compromise their judgment or decision-making in business
transactions. Effectivecorporate governanceensures that such conflicts are identified, managed, and mitigated to uphold transparency,
integrity, and accountability within an organization. Below are five ways corporate governance can help manage conflicts of interest:
1. Establishing Clear Policies and Codes of Conduct


https://drive.google.com/open?id=1zQuhtLcEto3Vmah5RVgoBdbU3miC3Sc9
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https://www.mogiexam.com/L4M1-exam.html

* Organizations should implementformal policiesthat outline what constitutes a conflict of interest and how employees and
stakeholders should handle such situations.

* Effectiveness:

* Provides clear guidelines on ethical behavior.

* Ensures employees disclose conflicts before engaging in business transactions.

* Sets disciplinary actions for non-compliance.

2. Mandatory Disclosure of Interests

* Employees, board members, and executives should berequired to declare financial, personal, or business intereststhat may conflict
with their duties.

* Effectiveness:

* Enhances transparency in procurement and business dealings.

* Prevents individuals from unduly influencing decisions for personal gain.

* Enables proactive identification of potential conflicts before they escalate.

3. Implementing Independent Oversight and Decision-Making Structures

* Establishing independent committees such asaudit, risk, and procurement committeesto oversee critical decision-making,

* Effectiveness:

* Ensures decisions are made objectively, reducing the risk of favoritism or unethical influence.

* Promotes accountability by having multiple parties nvolved in key transactions.

* Prevents a concentration of power in one individual or department.

4. Whistleblowing Mechanisns and Ethical Reporting Channels

* Organizations should provideanonymous reporting mechanismsfor employees to report unethical behavior or conflicts of interest.
* Effectiveness:

* Encourages a culture of transparency and ethical behavior.

* Protects whistleblowers from retaliation.

* Allows management to address conflicts before they result in financial or reputational damage.

5. Regular Audits and Compliance Monitoring

* Conducting periodicinternal and external auditsto detect and mnvestigate potential conflicts of interest.

* Effectiveness:

* Helps identify patterns of unethical behavior.

* Ensures continuous improvement in governance practices.

* Reinforces a compliance-driven corporate culture.

Conclusion

By implementing these governance strategies, organizations can effectivelymanage conflicts of interest, reduce risks associated with
unethical practices, and ensure decisions are made in the best interest of stakeholders. Effective corporate governance fosters trust,
accountability, and long-term business sustainability.

ER #20
Describe regulation that govern the Public Sectors and explain how this may impact upon procurement activities (25 marks).

Efi#:

AR :

See the solution in Explanation part below.

Explanation:

How to approach this question

- You do need to know some legislation for public sector here. This may be difficult if you don't work in the Public Sector. If you're
struggling with this, you could also talk about general legislation that governs all types of organisations such as the Equalities Act and
Modern Slavery Act.

- This is also a tough question if you're not British. CIPS is a UK based organisation and the syllabus therefore only talks about
British legislation. If you're in a different country you could talk about the legislation in your own country, providing the question
doesn't specifically mention UK Law.

- Either way [ would recommend knowing a couple of pieces of British Legislation. You don't need to be an expert but just state
what they are and what the purpose is should be enough to get you a pass.

Exanmple essay

The public sector, which encompasses various governmental and state-owned enterprises, plays a pivotal role in the governance and
provision of essential services. This sector operates under a strict framework of regulations and policies, ensuring that its operations
are fair, transparent, and accountable. Among the most critical aspects of these operations is procurement, the process through
which the public sector acquires goods, services, and works. This essay will explain key regulations governing the public sector,
focusing on the Public Contracts Regulations (PCR) 2015, Late Payment Regulations 2016, Equalities Act2010, and Public
Services (Social Value) Act 2012, and explores how these regulations impact procurement activities.



The Public Contracts Regulations (PCR) 2015

The PCR 2015 plays a foundational role in public sector procurement in the UK. It sets out the procedures for procuring contracts,
aiming to ensure fairness and transparency in the process. The regulations mandate that all procurement processes must be
conducted in a manner that prevents discrimnation and allows equal access to potential contractors, regardless of their size or
location. For example, the open tendering process under PCR 2015 has enabled a more diverse range of companies, including small
and medium-sized enterprises, to participate in government contracts, enhancing competition and nnovation. The four 'pillars’ of the
PCR are derived from EU Procurement Directives and are: non-discrimination, free movement of goods, equality of treatment and
transparency.

Late Payment Regulations 2013

The Late Payment Regulations 2013 address a critical aspect of procurement: the timely payment for goods and services. This
regulation ensures that public sector organizations pay their suppliers within a stipulated time frame, significantly impacting the
financial stability of these suppliers. For instance, the regulation has been particularly beneficial for small businesses that rely on
prompt payments to maintain cash flow. The introduction of these regulations has improved the trust between public sector entities
and their suppliers, leading to more efficient procurement processes.

Equalities Act 2010

The Equalities Act 2010 is another crucial piece of legislation impacting public sector procurement. This Act prohibits discrimination
in the workplace and in the provision of services, extending its influence to the procurement process. Public sector entities must
ensure that their procurement decisions do not discriminate against any group and that they promote equality. For instance, when a
public sector organization issues a tender, it must ensure that the selection criteria do not unfairly disadvantage any potential supplier
based on irrelevant characteristics. This approach not only fosters a more inclusive procurement environment but also helps to tap
nto a wider talent and supplier pool, enhancing the quality and effectiveness of public services.

Public Services (Social Value) Act 2012

The Public Services (Social Value) Act 2012 marks a significant shift in how procurement is approached in the public sector. This
Act requires public sector organizations to consider how the services they procure can improve the economic, social, and
environmental well-being of their area. This means that when a public sector entity procures goods or services, it must consider
factors beyond just the price and quality. For example, a local government might prioritize suppliers who can demonstrate a
commitment to environmental sustainability or who offer employment opportunities to local residents. This approach to procurement
encourages a more holistic view of value for money, factoring in the wider impact of procurement decisions on society.

Public Accountability and Freedom of Information Requests

In addition to these specific regulations, the concept of public accountability and the mechanism of Freedom of Information requests
play a crucial role in the public sector, especially in procurement activities. Public accountability ensures that entities are answerable
to the public and their actions are transparent. Freedom of Information requests enable individuals and organizations to access
information held by public authorities, which includes details of procurement decisions and contracts. This transparency is critical in
ensuring that procurement activities are conducted ethically and responsibly, deterring corruption and mismanagement.

In conclusion, the regulation of the public sector, particularly in the realm of procurement, are complex.

Regulations such as the PCR 2015, Late Payment Regulations 2016, Equalities Act 2010, and the Public Services (Social Value)
Act 2012, along with the principles of public accountability and transparency, ensure that procurement activities are conducted in a
fair, transparent, and socially responsible manner. These regulations not only safeguard the interests of suppliers, especially smaller
businesses, but also ensure that the public sector remains a model of integrity and efficiency and that taxpayers' money is well spent.
Tutor Notes

- Okay this is important: The PCR 2015 regulations are being rescinded in 2024. They're based on EU Law and the UK has left the
EU. I know we left a while ago now but it's taken us a long time to address the issue and figure out what we want to do about it.
There was also a pandemic that got in the way of people making any decisions in parliament that weren't to do with Covid. The PCR
2015 will be replaced in late 2024 with new 'British' rather than European rules.

- At the time of writing this (December 2023) we don't 100% know what the new rules are going to look like and if you're taking
this exam from November 2024 onwards, I recommend doing a bit of research into the new regulations.

- Now the complicated bit- the CIPS syllabus is valid from 2024-2028 and doesn't address that legislation is changing, I therefore
don't really know what they're going to expect when students are taking this exam and the study guide information is out of date. If
you're not working in the Public Sector, how are you to know the legislation has changed?

- My advice is this- briefly learn PCR 2015- the four pillars in particular, and when the new legislation comes out, have a quick
google and see if these pillars are still the same. The regs aren't going to change THAT much - things like transparency and equal
treatment are still going to be really important, but there may be some slight language changes. Plus, if you're able to mention in an
essay that there's new legislation, it's going to make you sound super clever.

-L04.2p.211

HE #21
What is a P2P system (5 points)? Explain the impact that using IT systems can have on the way the Procurement department of an
organisation functions (25 points).



Ef#:

RN -

See the solution inExplanation partbelow.

Explanation:

- Definition of P2P - Purchase to Pay or Procure to Pay is the process an organisation takes from ordering a product to paying for
it. The main stages of this process are product ordering, supplier requisition to pay, budget authorisation, receipt of delivery, and
nvoice processing.

- Impact of using IT Systens - can include the use of these systens: EPOS, barcodes/ RDIF, e-commerce systens such as POs
and invoicing, and electronic communications such as email. Impacts can be; increased productivity, quicker processes, higher levels
of visibility, increased responsiveness to demands, cost savings, less paper used, supplier relationships are managed virtually rather
than in person. Generally the impacts are positive, but you could also discuss some disadvantages or challenges a department might
face as the question is quite open.

Example Essay

A Procure-to-Pay system is a comprehensive solution that automates and integrates the procurement process within an organization,
covering the entire lifecycle from requisitioning goods or services to making payments to suppliers.

The P2P process includes the following; a buyer requests an item, they put in a requisition, it is accepted by the supplier, the item is
delivered and the item is then paid for. The order of the steps may be different depending on the industry / requirement (e.g.
sometimes payment is made before delivery), or sometimes there are additional steps such as getting the requisition approved by a
manager.

Nowadays the P2P process is mainly digitalised- orders are made online or via a PO system and payment is made via BACS. It is
not common to pay for iters in cash or bycheque any more. This digitalisation has had many effects on the way the procurement
department finctions. The P2P system streamlines and standardizes the purchasing process, enhancing efficiency, transparency, and
control.

The mtegration of Information Technology (IT) systens has a profound impact on the fimctioning of the Procurement department
within an organization. This digital transformation brings about significant improvements i efficiency, transparency, collaboration, and
decision-making processes. Some of the key impacts include:

- Raised productivity - using IT systems results in quicker processes and they're offen more accurate and consistent than humans
doing the tasks manually. For example, an electronic requisition system can flag when a requisition isn't completed properly (e.g. part
of the requisition is missing or a supplier name has been spelled incorrectly). When doing this manually the errors may not be
spotted.

- Innovation - the use of IT means new avenues can be explored in terms of new product markets and new supply chains. Without
the use of IT, procurement may be limited to working with local suppliers or those they can find in the phone book. Using IT systems
such as e-auctions and even just the internet to complete research, opens up more opportunities to make purchases. This could
mvolve working with international supply chains and result in cost savings for the business.

- Improved business processes - the use of I'T means there is more transparency as everything is recorded and it is easier for
managers to oversee. This results in less risk exposure for the business, particularly in fraud.

The use of IT also standardises processes which makes it easy for everyone to know what to do.

- When IT is used, there is an increased responsiveness of the procurement finction - it allows for 24/7/365 ordering compared to
making purchases in person in a shop which may only be open 9-5. Moreover , there are paperless communications when IT is
used- this has a positive environmental impact

- Supplier Relationship Management (SRM) - IT systens support Supplier Relationship Management by providing tools to assess
and manage supplier performance. This can include logging KPIs and tracking supplier performance. SRM finctionalities enhance
communication, collaboration, and visibility into supplier relationships.

In summary, the integration of IT systems into the Procurement department transforms traditional practices, making processes more
streamlined, data-driven, and strategically focused. The impact is not only on operational efficiency but also on the ability of the
procurement function to contribute strategically to the organization's overall objectives.

Tutor Notes

- The word impact is quite vague. ['ve mainly talked about advantages but you could discuss the impact that the use of IT has had on
the department, not just in how it fimctions, but in how it is perceived. IT has professionalised the procurement industry as a whole-
it's no longer seen as "purchasing’ but as a vital function within a business that contributes to added value and strategic goals.

- You could also talk about the impact it's had on ways of working, The use of IT has allowed for innovative procurement and
manufacturing techniques such as Just-In-Time. The use of IT also ends silo-working, instead allowing for more collaboration with
other business departments and the supply chain as a whole.

-LO34P. 17

B #22
Explain what is meant by the term Inventory Management System? Describe MRP and ERP systems explaining when they are used
and the advantages and disadvantages of using them (25 points)



Ef#:
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See the solution in Explanation part below.

Explanation:

How to approach this question:

- Definition of Inventory Management System - a system, usually a piece of digital software, that helps an organisation manage their
nventory. It oversees the process of ordering stock, receiving it, storing it and converting it into finished goods. Used predominantly
in manufacturing organisations. MRP and ERP are types of IMS.

- MRP - Material Requirements Planning- this is a planning, scheduling, and inventory control system used to manage manufacturing
processes. Most MRP systens are software-based. The aim s to automate and improve the efficiency of ordering and processing
raw materials.

- ERP - Enterprise Resource Planning - this system uses MRP but also includes other operations such as finance, so allows for
budgeting and forecasting, and customer relations. ERP gives an organisation a more holistic overview compared to MRP which just
focuses on manufacturing,

- When they are used - predominantly in the manufacturing industry for the ordering of goods. Not used for services. Used when
there is a lot of maths involved in figuring out how much of something to order and when e.g, a chocolate manufacturer who needs to
produce 50,000 chocolate bars a day. MRP / ERP helps the organisation know what to order, how much and when. It helps
achieve the 5 Rights of Procurement.

- Advantages - the advantages of MRP and ERP are very similar and in most cases the same: more accurate than manual processes,
quicker response times, automated process frees up people to complete more added value tasks, flexibility, has real time information
to inform on decision making, improved responsiveness to customers, improved supply chain management, reduction in costs.

- Disadvantages - expensive, complicated, can break down or be hacked (as they're digital systens), only as good as the
mformation put into them training required to use.

Exanple Essay:

IMS

An Inventory Management System (IMS) is a software application or set of tools designed to oversee and optimize the management
of a company's inventory. The primary goal of an inventory management system is to maintain an accurate record of stock levels,
streamline the procurement process, and ensure efficient order fulfilment. This system plays a crucial role in supporting businesses by
helping them avoid stockouts, reduce excess inventory, and enhance overall supply chain efficiency.

Inventory Management Systenns have the following fimctions: demand management (which assists with forecasting, and helps the
avoidance of overstocking), helps to control stock levels (by stating minimum and maximum levels), replenishment of stock in line
with policies, allows automatic reordering when stock levels get low, tracks stock movements (e.g. around a warehouse), allows
communication with suppliers and end users, and helps increase safety by ensuring stock isn't damaged or deteriorating,

MRP

MRP stands for Material Requirements Planning, and it is a computer-based inventory management and production planning system
used by businesses to optimize the management of materials, components, and finished products in the manufacturing process. MRP
is a key component of Enterprise Resource Planning (ERP) systens, focusing specifically on the planning and control of materials
and production resources.

MRP systens uses 3 main modules: 1. Master Production Schedule- information on customer orders, forecast orders, customer
requirements and stock orders 2. Bill of Materials - the recipe / breakdown of components of the finished product and 3. Inventory
Status File - tells you the current stock levels.

How MRP works- For example, a customer wants to order a new sofa. 1. input the customer order into MRP

2. Check finished stock and if there's a sofa, give the customer that sofa. Ifthere isn't a sofa in stock, the MRP system will look at
the Bill of Materials- looking at individual materials needed to make the sofa and will order these, factoring in lead times 3. confirm
to customer what the lead time is on getting their new sofa, based on delivery time of materials and time to make it.

MRP is a simple system - it doesn't take into account other business processes and can go wrong due to inaccurate or outdated
mformation.

Advantages of the MRP process include the assurance that materials and components will be available when needed, minimised
mventory levels, reduced customer lead times, optimised nventory management, and improved overall customer satisfaction.
Disadvantages to the MRP process include a heavy reliance on input data accuracy (garbage in, garbage out), the high cost to
implement, and a lack of flexibility when it comes to the production schedule.

ERP

This is business management software which is used to collect, store, manage, and interpret data from many business activities. It
uses MRP but also includes other operations such as finance, HR and customer services.

Therefore it's more powerful than MRP. Where MRP can tell you how much of something to order and what the lead times are,
ERP can also consider how many staff are available each day (by looking at holidays and sickness) and factor this into the
manufacturing process. It can also produce accurate financial data, manage customer and supplier relationships.

ERP facilitates information flow between all business functions and manages connections to outside stakeholders. SAP and Oracle
are examples of ERP systems. There is also ERP 11 - this extends the system to include links with suppliers and supply chain
stakeholders One of the primary advantages of implementing an ERP system is the integration of information across various



departiments. By providing a unified view of an organization's operations, an ERP system ensures that different functions work with
synchronized and consistent data, fostering improved decision-making and collaboration.

Operational efficiency is another significant benefit of ERP systens. Through the automation of routine tasks and streamlined
processes, organizations can achieve greater efficiency, reduce manual errors, and enhance overall productivity.

However, one of the primary disadvantages is the high initial implementation costs. Organizations must invest in software licenses,
training programns, and customization to align the ERP system with their specific needs.

The complexity of ERP systers and potential customization challenges can pose difficulties, requiring expertise and resources for
successful implementation.

Resistance to change among employees is a common hurdle when introducing ERP systens. Employees may be hesitant to adopt
new processes and technologies, leading to a slower transition period and potential inefficiencies during the learning curve.
Organizations also become dependent on ERP vendors for updates, support, and maintenance, and switching vendors can be
disruptive and costly.

In conclusion, while MRP and ERP systems offer numerous advantages in terms of operational efficiency, data integration, and
strategic planning, organizations must carefully weigh these benefits against the associated challenges. A well-planned and effectively
implemented system can contribute significantly to an organization's success, but the decision to adopt such a system should be
approached with a thorough understanding of both its advantages and potential drawbacks.

Tutor Notes

- This is a really hard topic if you don't have a manufacturing background. The way I think about it is this- imagine you're Cadbury's
and you're coming up to Easter. How much sugar do you need to buy and when do you need to buy it in order to make all your
Easter Eggs? Hard question right? Well MRP / ERP is the clever software that figures that all out for you. It will tell you how much
sugar needs to be bought on what day, in order for the delivery time to be right for manufacturing. It will consider storage costs and
how quickly Easter Eggs get made in the factory. It's honestly so clever. Feel free to use that example in your essay. Examples like
that show the examiner you understand the topic.

- Although they're fabulous systens, using MRP and ERP systens doesn't guarantee success- at the end of the day they're just
software- the key to success is in the accuracy of the data that's imputted into the systems and how the systens are used. That would
make a strong conclusion.

- This is a good simple video that explains the topic: What is Materials Requirement Planning (MRP)?

(youtube.com) I also like watching How Its Made - a documentary series about factory life. You can find it on BBC Iplayer. If you
don't have a manufacturing background it helps give context to some of these dry subjects like MRP and Just-in-Time
manufacturing,

-LO34p.175

B #23
Describe 3 stages of the sourcing cycle that occur in the post-contract award stage (25 marks) See the solution in Explanation part
below.

Ef#:
R 2

How to approach the question

Your answer should provide details on 3 of the following;

- Contract Award and Implementation

- Warehouse Logistics

- Contract performance and Improvement

- Supplier Relationship Management

- Asset Management

Because the question is only asking for 3 stages, you're going to have to go much more into detail for each stage, giving lots of
mformation about why each stage is important and examples. You could consider thinking of an example procurement you have
done recently and explaining the stages for that. Or you could take a hypothetical procurement too. Either will get you the same
marks. Pick the three that you can write the most about.

Essay Plan

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

Paragraph 1 - Contract Performance and Improvement

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

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

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



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

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

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

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

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

g transactional or collaborative)

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

Incentivising the supplier leads to collaboration and mutual support

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

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

Includes creating a post contract 'lessons-learned'

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

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

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

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

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

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

Also consider environmental and social impacts of the procurement.

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

Tutor Notes

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

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

- Study guide p. 79
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