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¢ Understand the impact of ESG (Environmental, Social, and Governance) considerations on ethical and
sustainable supply chains: This section of the exam measures the skills of Procurement Managers and
covers how ESG principles are applied to secure ethical and sustainable supply chains. It looks at the role
of environmental, social, and governance factors in procurement decisions, alongside risks and benefits of

hEY 71 ESG adoption. Learners also explore issues such as modern slavery, bribery, and human rights, as well as

the importance of diversity, inclusion, and stakeholder management. The section highlights how

globalization, culture, and labour practices shape supply strategies and examines potential conflicts that may|

arise when balancing ESG priorities with business demands.

¢ Understand initiatives and standards related to ESG (Environmental, Social, and Governance) that support
ethical and sustainable procurement and supply: This section of the exam measures the skills of
Procurement Leaders and covers the global frameworks and standards that shape ethical supply practices.
It explores international labour standards set by organizations such as the UN and ILO, and labour codes
ey 72 like the Ethical Trading Initiative and SA800. Candidates also examine external environmental frameworks,
industry accreditations, and their role in meeting ESG goals. Finally, this section addresses fair trade
principles, organizations such as WFTO and Fairtrade International, and the need to align internal
governance with global standards.

¢ Understand the importance of compliance with ESG (Environmental, Social, and Governance) factors to
achieve ethical and sustainable procurement and supply arrangements: This section of the exam measures
skills of Supply Chain Specialists and covers methods to ensure compliance with ESG standards in
procuremrent. It includes the use of supply chain mapping, risk management, stakeholder engagement, and
hEY 73 contractual terms to secure sustainable practices. Candidates also learn how to monitor supplier
performance, handle non-compliance, and utilize third-party auditors to maintain ethical standards.
Relationship management strategies, corrective actions, and escalation processes are emphasized as part of]
ensuring suppliers meet ESG expectations.
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E Y #60
Knowledge that is not taught or learned from books but gained through personal experience is known as what?

A. Tacit knowledge

B. Primary knowledge

C. Inherent knowledge
D. Implied knowledge

EfE: A
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Comprehensive and Detailed Explanation From Exact Extract of Documents:

The LSMS study guide (old p.40, new p.64) defines tacit knowledge as knowledge gained through personal experience,
observation, and practice rather than formal education. For example, an employee may develop an instinct for supplier negotiation
strategies over years of practice. By contrast, explicit knowledge can be formally recorded and taught. Tacit knowledge provides
competitive advantage because it is harder for competitors to imitate. Procurement leaders must capture and share tacit knowledge
within teams to strengthen organisational learning.

Reference: Managing Ethical Procurement and Supply (LSM5) Study Guide, p.64
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A manufacturing company experienced frequent breakdowns of a critical machine due to improper maintenance. To resolve this,
management is investigating the root cause and implementing measures to prevent future occurrences. What type of plan is the
management prioritizing?

® A. Root Cause

e B. Preventative Action Plan
e C. Corrective Action Plan
¢ D. Risk mitigation plan

Ef#: B
RN -

Choice B- This is the correct answer because the focus is on implementing measures to prevent future breakdowns and ensure the
issue does not recur.

Incorrect answer:

Choice A- This would apply if the management's focus was on fixing the immediate issue (e.g., repairing the broken machine). Since
the emphasis is on prevention, this is incorrect.

Choice C- While identifying the root cause is a part of the process, the plan described involves taking preventive action beyond just
identifying the cause.

Choice D- This is incorrect because risk mitigation focuses on reducing potential risks, often before they occur. In this case, the issue
has already occurred, and the goal is prevention, not general risk management.

Reference:

LO-2.4; Page 229-230; Creating corrective action plans and supplier development programmes

P #62
Demand forecasting collects data on a company's supply capacity for an item, including current and projected supply categorized by

industry and product end use. Is this statement TRUE?

A. Yes - it gathers information about both supply and demand

B. Yes - it is primarily used by manufacturing companies within the supply chain

C. No - supply forecasting predicts short- and long-term prices and trends

D. No - demand forecasting analyzes a company's demand for an item, including current and projected demand

IEf#: D

fi .-

Demand forecasting involves analyzing a company's demand for a specific item or SKU, including current and projected demand
categorized by industry and product end use. Therefore, the correct answer is Choice A.

Reference:

LO-1.4; Page 114; Short term commercial gains and long term availability

E#63
Rahul, a procurement officer at a textile manufacturing company, aims to engage employees in integrating ESG (environmental,
social, and governance) standards into daily operations. Is this an effective strategy?

A. Yes, because workers have the right to association and CBA

B. Yes. Because, Employees are the best promoters and they feel valued if they involved
C. No, because in raising ESG awareness workers have nothing to do

D. No, for implementing ESG standards there is no need to raise awareness

EfE: B
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Choice D- Involving employees in raising sustainability awareness is a good strategy because by mvolving them, they feel valued and
empowered, leading to increased engagement, ownership, and better promotion of sustainability practices. This is the correct
answer.

Incorrect answer:

Choice A - This option is incorrect because raising awareness is a crucial step in implementing ESG initiatives. Without awareness,



employees may lack the knowledge and motivation to adopt ESG practices, which can hinder the success of such efforts.

Choice B - This option is incorrect because the right to association and collective bargaining (CBA) refers to labor rights, not to
ESG awareness. While these rights are important in the workplace, they do not justify involving workers in sustainability initiatives
specifically.

Choice C - This option is incorrect because workers/employees are integral to the implementation of ESG practices. They play a
key role in daily operations and can influence the organization's sustamnability efforts. Claiming they have "nothing to do" disregards
their potential contributions and undermines their importance in achieving ESG goals.

Reference:

LO-2.4; Page 224-225; Worker representation, processes and audit trails

HM #064
While low-cost country sourcing can provide substantial cost savings for buyers, it also comes with significant risks. Which of the
following should be avoided as a potential target for low-cost country sourcing?

A. A country that is remote geographically but with good transportation routes
B. A country where companies use Just in Time (JIT) method of SCM

C. A country with stable tax and tariff structures

D. A country consisting of workers with detailed knowledge of the product

Ef#: B

A -

Choice B-1t is important to calculate the potential cost of a supplier failing to meet the level of service timeline. If a company uses JIT
methods of supply chain managemment, then LCCS is not a suitable option especially for critical components because delivery delays
can be costly and disruptive. Without backup inventory, customers may have to wait for the company to receive supplies and
manufacture the product. Thus is the correct answer.

Incorrect answer:

Choice A- A country with good transportation routes is critical to analyse as shipping will be fairly economical. Therefore is a
potential target for LCCS.

Choice C- Level of education and skills of workers in chosen low cost country will help in producing vital key components as they
will specialize in them. Thus this country should be a potential target of LCCS.

Choice D- Tariffs and taxes can significantly impact the cost-effectiveness of sourcing from low-cost countries. Understanding the
export taxation in the source country and import tariffs in one's own country is crucial. This being stable can help in calculating and
making a decision of selecting a country for low cost sourcing,

Reference:

LO-1.2; Page 76; Low-cost country sourcing
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