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3. whote life costing
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4).  Stakeholder mapping

« Ana: A Systematic way 10 identify 1he expeciations, needs, importance, and relative
powed of various slakeholders

5], Yalue generaticn
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price but also increasing operational performance, driving efficiencies, werking
eclaberatvely or develaping continucus improvement activities
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HE (Q11-Q16):

P& #11
Describe 3 stages of the sourcing cycle that occur in the post-contract award stage (25 marks)

ER:

BB«

See the solution in Explanation part below.

Explanation:

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 administration 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 nvolves; 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 investing 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 leamnt 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 "womb to tomb" costs.

Generally used on large purchases such as machinery and vehicles. Full Asset Management may not necessary for direct cost iterms
such as raw materials incorporated ito 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
iterrs 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

il RE #12
Describe 3 stages of the sourcing cycle that occur in the post-contract award stage (25 marks)

ER:

f R -

See the solution inExplanation partbelow.

Explanation:

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
information 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 administration 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 nvolves; 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 investing 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 itemneeds 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 "womnb 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, nsurance, 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 exanmple, high risk purchases may require more contract management than low risk purchases, and capital expenditure
iters 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

FIRE #13
Discuss the importance and role of an organisation's branding in procurement and supply operations (25 marks)

ER:

fE R A -

See the solution in Explanation part below.

Explanation:

How to approach the question

- This is a very open question so your essay could discuss

o the functions of a brand; e.g. advertising, marketing, creating trust, identity o What is effective branding? Strong image, convincing
people to purchase, shared values with customers, offering a solution to a problem

o The impact for procurement and supply chain isn't explained in the study guide so tailor this however you like. The best thing to do
would be to think about some companies where branding is important, such as hixury goods, cars, or the brand is synonymous with
a particular aspect such as Apple being associated with innovative technology. From there you could argue the importance of
selecting the right suppliers to work with in order to keep up the brand image. Another example could be an ethical company
needing to ensure their supply chain is 'clean’, so as not to damage their branding, Possibilities are endless with this one.

Example Essay

In the contemporary business landscape, the significance of branding extends far beyond marketing and consumer perception. In
procurement and supply operations, an organization's brand plays a pivotal role in shaping relationships with suppliers, determining
the quality of goods and services that are procured, and influencing overall supply chain efficiency. This essay delves into the
importance of branding in procurement and supply, exploring how a strong brand image can drive competitive advantage, foster trust
and collaboration, and impact an organization's bottom line.

Building Competitive Advantage Through Brand Reputation:

The reputation of an organization's brand is a key determinant in attracting and retaining high-quality suppliers. A strong brand often
correlates with financial stability, market presence, and business ethics, making such organizations more appealing to work with. This
advantage is critical in procurement as it can lead to preferential treatment, such as priority access to scarce resources, better
payment terms, and opportunities to collaborate on innovative products. For example, a well-regarded technology company might
receive earlyaccess to cutting-edge components from suppliers eager to be associated with a market leader.

Enhancing Supplier Relationships and Negotiations:

Branding extends into the realms of trust and reliability, essential components in building long-term relationships with suppliers. A
well-respected brand often implies a history of fair dealings, prompt payments, and mutual respect, which can make suppliers more
willing to negotiate favourable terms. This trust can be particularly vital in times of supply chain disruptions or market volatility.
Suppliers are more likely to extend credit or expedite orders for trusted partners, which can be invaluable for mantaining
uninterrupted operations.

Influencing Quality and Sustamability Standards:

An organization's brand also communicates its commitment to quality and sustainability, which are increasingly crucial in procurement
decisions. Suppliers aligning with brands that enphasize high-quality standards are often more diligent in maintaining these standards
in their products and services. Additionally, a strong brand committed to sustamnability can drive supply chain practices that align with
environmental and social governance (ESG) principles. This commitment can lead to long-term cost savings, risk mitigation, and
enhanced brand loyalty among environmentally conscious consumers.

Brand Image and Consummer Perception:



The procurement function directly impacts the final product quality, which in turn affects consummer perception of the brand. An
organization's ability to procure high-quality, ethically sourced materials can significantly enhance its brand image and appeal to a
broader customer base. For instance, a fashion brand's commitment to ethical sourcing and procurement of sustainable materials can
bolster its image as an environmentally responsible brand, appealing to a growing demographic of eco-conscious consumers. The
reverse is also true, brands associated with child or forced labour where this is found to be in their supply chains can suffer from loss
of custorrers, revenue and reputation as well as potentially even legal consequences.

Internal Branding and Employee Engagement in Procurement:

Internal branding, the way an organization's values and culture are perceived by its employees, plays a crucial role in procurement.
Employees who are proud of their organization's brand are more likely to engage deeply with their work, leading to better
performance in procurement roles. This engagement can result in more innovative procurement strategies, improved vendor
management, and a greater focus on aligning procurement practices with the organization's overall strategic goals.

Conclusion:

The role of an organization's branding in procurement and supply operations is deeply impactful. A strong brand can create
competitive advantages, foster better supplier relationships, influence quality and sustainability standards, enhance consumer
perception, and drive employee engagement. In the modern business world, where supply chains are complex and consumer
expectations are high, branding is not just a marketing tool but a strategic asset in procurement and supply operations. Organizations
that recognize and leverage the power of their brand within these operations are poised to achieve greater efficiency, sustainability,
and overall success.

Tutor Notes

- This is a really random section of the study guide and doesn't really relate to the rest of the content.

Branding comes up on p.226 - 228. It therefore can come up as a question, but because it's such as small part of the syllabus, don't
focus too much effort on this subject.

- Ifyou remember one line from this topic it's this: "branding is not just a marketing tool but a strategic asset in procurement and
supply operations"

- This type of question could come up as a scenario / case study. E.g. How does the branding of X Company impact upon their

supply chain.

8 #14
Explain what is meant by Corporate Governance and why having Corporate Governance structures is important. Discuss 2
obstacles which may impede an organisation achieving high levels of Corporate Governance. (25 points)

ER:

BB -

See the solution inExplanation partbelow.

Explanation:

- Firstly start with a definition of Corporate Governance - this means the rules, policies, processes and organisational structures that
ensure an organisation adheres to accepted ethical standards, good practices, the law and regulations. It's the systems put in place
which directs and controls organisations to do 'the right thing.

- Then move on to discuss why having this is important - I'd maybe think of 3-4 exanmples here such as:

protects the interest of shareholders, reduces risk, moral obligations, legal obligations

- The last part of your essay should talk about the 2 obstacles - describe two from the following list: lack of executive support, poor
stakeholder co-operation, lack of clarity and / or resources, having poor IT systens, lack of co-ordination of procurement
responsibilities. Because you're only talking about 2 here, you'll need to go into detail about them. So pick 2 you know well. Don't
be tempted to talk about more than 2. You won't get extra marks.

Exanple Essay:

Corporate governance refers to the system of rules, practices, processes, and structures by which a company is directed and
controlled. It enconpasses the relationships among a company's management, its board of directors, shareholders, and other
stakeholders. The primary objective of corporate governance is to ensure that the company operates in an ethical, transparent, and
accountable manner, safeguarding the interests of shareholders and promoting long-term value creation. Corporate governance can
be defined internally (by shareholders/ managers) or externally (by governments and international standard-setting bodies such as
ISO) and is important for all organisations Corporate governance is needed because you can't assume everyone will act ethically-
rules and procedures need to be written down and the organisation needs to have recourse for dealing with behaviour that falls
outside of what is accepted. Procurement's role in Corporate Governance includes control over finance and expenditure, ensuring
the supply chamn is 'clean’ (i.e. not involved in unethical business practices such as child labour) and risk management.

Why having a corporate governance structure is important:

1) The procurement department has a 'stewardship' role - it controls large sums of organisation's funds. There are many
opportunities to commit fraud, make unethical or biased decisions so it's important that there are corporate governance structures in
place to prevent this. It protects the organisation from individuals with bad intent, scandal, and legal repercussions.

2) Strong Corporate Governance is required to successfully manage a supply chain. It's important to ensure good relationships-



suppliers need to see you as a 'good customer'. If your organisation is seen to be unethical or underhand, suppliers may not want to
work with you.

3) Financial impact - where corporate governance isn't implemented, there may be financial costs for the organisation. For exanple,
i the Public Sector if a supplier successfully challenges a tender award, the buyer may have to award the value of the tender - so
there's financial impact on a company if corporate governance isn't followed.

Obstacle 1 - lack of senior management support

Unless there is buy-in from the senior leadership team it will not be possible for departments such as Procurement to implement
sound Corporate Governance procedures. Corporate Governance needs to be directed from the top of an organisation to ensure all
departments and staff give importance to this. If Senior Leadership are seen not to care about implementing or following Corporate
Governance, other staff won't care either. They need to lead by exanple to ensure the whole organisation 'buys into' the processes.
Obstacle 2 - Poor IT infrastructure.

For Corporate Governance to be effective, an effective IT system must be implemented. For exanple, to avoid fraud it's not just
necessary to have a written anti-fraud policy, there must be ways of checking that fraud isn't being committed. The way to do this is
to have an effective IT system which can flag anomaly payments and procurement activities outside of what is considered 'normal.
Therefore, having a poor IT infrastructure is a barrier to effective Corporate Governance.

In conclusion, corporate governance is essential for building trust among stakeholders and contributing to the overall success and
sustamability of a company. Effective governance structures and practices instil confidence in investors, enhance the company's
reputation, and foster a culture of responsibility and accountability throughout the organization. Good corporate governance is a
cornerstone of sound business management and contributes to the long-term prosperity of the company.

Tutor Notes

- Corporate Governance became a big thing in the 70s and 80s following high profile scandals and the collapse of several
companies. Investors were concerned about what companies were doing which led to increased control on the powers of directors
and greater transparency of corporate actions.

- Exanples of Corporate Governance. Enron is a good real life example you could use: Impact of Bad Corporate Governance -
Corporate Fraud and Corruption: A Holistic Approach to Preventing Financial Crises (ebrary.net)

- This is a really good real-life example of Public Sector procurement gone wrong; Flawed nuclear tender sees

£100m payout to firms - BBC News

- Adding in some real life examples will take your essay froma Merit result (50-70%) to a Distinction (70% +)

- Another way this topic can come up as a question is describing the elements of corporate governance, or asking what a
procurement manager should do when corporate governance is brokern/ not followed.

-LO3.1p.117

=8 #15
Janis a Contracts Manager at ABC Ltd and has recently awarded a contract to XYZ Ltd. Describe how she can manage the
contract and supplier, detailing ways of monitoring performance and adding value for ABC Ltd (25 marks)

ER:

R -

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' Exanple
Essay Jan, the Contracts Manager at ABC Ltd, plays a pivotal role in ensuring the success of the recently awarded contract with
XYZ Ltd. Efficient contract and supplier management involves careful planning, communication, performance monitoring, and the
continuous addition of value. Here's how Jan can navigate these aspects:

In terms of contract management, Jan must ensure that the terms and conditions of the contract are "fit for purpose," aligning with the



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

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

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

Regular performance meetings between ABC Ltd and XYZ Ltd provide an opportunity to discuss achievements, setbacks, and any
necessary adjustiments. Beyond quantitative metrics, surveys and feedback from customers can provide qualitative insights nto
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 tramning for ABC Ltd staff, further enhances the value derived from the partnership.

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

Tutor Notes:

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

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

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