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01, Quiing FIVE differences between purchasing goods and purchasing services,
Anawer - 1, Goods are tangible, serdces are intangible:

2. Services cannat be separated from thedr supplien:

3. Hetevogeneity: goods are usually uniform in natere while sarvices ane unigue at
aach deliveny

4, Services ‘persh’ immeadiately on defivery whereas goods can be stomed untd
required

5. Products are easier to specily, being tangible

02. Explain THREE circumstancas in which a compatitve lendering exercise might
nod be the best approach o making a purchase, Answer - 1. Urgency

2, Commercial confidantiality or national security (e.g. milllary organ=ations):

3. Value of the purchass:

4. Production costs cannat be measured accuratehy:

5. Price is not the only crilesion for supplier selection and contract awand

6. Inteflectual Property Rights and monopoly

02, Describe TWO e-sourcing lools and their use in procurement and supply
Answer - 1. E-Catalogues

2. E-Tendaring

3. E. Auction

4. Reverse Auctions

5. Onlne supplelr evahuation data

03, Explain the rofe of & shared services unit (SSU) Answer - S5Us reflect a desire
lo centralise and share sarvices

The shared service provider becomes a dedicated provider of services such as;
finance, HR, IT and procurement which continee 1o be provided internally

An S5U manages costs and quality SLAs fo demonstrate value for money.

An 550Urs benefits may be summarised as:

= cosl effective internal service;
= laEson with 1S CUSIMEens;
= anlicipating future demand;

= employing resourcas and providing higher levels of service more cost effectively
than & they weare provided by a depariment or an exlemnal provider

03, A manufaciurer of electrically powered tools for the enginganng indusiry consisls
of four separate business units, each of which undanakes (8 own purchasing
activites.
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As we all know, we are now facing more and more competition. The LAM1 exam is an important way to improve our
competitiveness. The certification can show others whether we have a certain skill, whether we meet the requirements of others, for
us. Get approved at work to increase your chips. For different needs, our LAM1 Certification Exam questions are flexible and
changeable. On the one hand, LAM1 pdf files allow you to make full use of fragmented time, and you will be able to pass the LAMI1
exam with the least time and effort with our LAMI training materials.

CIPS L4M1 Exam Syllabus Topics:

Topic Details

¢ Understand and analyse the added value through procurement and supply chain management: This section
of the exam measures skills of supply chain managers related to identifying added value outcomes in

Topic 1 procurement and supply and evaluating cost savings, service improvements, and innovationsu

contributions.It also measures procurement and supply processes that contribute to added value.
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¢ Public, private, charity, not-for-profit, manufacturing, retail, construction, financial, agriculture, and service

sectors. It also covers analyzing the impact of the public sector on procurement and supply chain activities
Topic 2 public sector objectives, regulations, competition, accountability, and value for money. It finally covers the
impact of the private sector on procurement or supply chain activities.

¢ Understand and analyse aspects of organisational infrastructure that shape the scope of procurement and

supply chain functions: This section measures that skill of supply chain strategists and organizational analysts
Topic 3 in understanding corporate governance, documented policies, accountability, and ethics. It also covers the
impact of organisational policies and procedures on procurement and supply

¢ Understand and analyse the need for compliance: This section measures skills of compliance officers and
Topic 4 sector-specific procurement managers in understanding different economic and industrial sectors such as

¢ Understand and analyse the key steps when procuring goods or services: This section measures that skills
of purchasing managers and procurement officers in identifying and evaluating stages in the sourcing

Topic 5
P process, planning, supplier selection, and contract management.
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L4M1 Reliable Real Test, L4M1 Certification Training

Exam candidates are susceptible to the influence of ads, so our experts' know-how is impressive to pass the LAMI exam instead of
making financial reward solely. We hypothesize that you fail the exam after using our LAM1 learing engine we can switch other
versions for you or give back full refund. In such a way, our L4M1 Exam Questions can give you more choices to pass more exans
and we do put our customers' interest as the first thing to consider.

CIPS Scope and Influence of Procurement and Supply Sample Questions
(Q15-Q20):

NEW QUESTION # 15
Industry Sectors can be classified as Primary, Secondary and Tertiary. What is meant by an "industry sector'?
Describe the main characteristics of and types of business you will find in these. (25 marks)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

How to approach this question

- The first question can be a simple introduction with a bit of extra detail. The main 'meat' to your essay is going to be explaining the
three sectors, their characteristics and example businesses.

- Aim for three well explained characteristics as a minimum

Example essay

An industry sector refers to a broad category or grouping of businesses and economic activities that share similar characteristics and
functions in the production and distribution of goods and services. These sectors are often classified into three main categories:
Primary, Secondary, and Tertiary. Here are the main characteristics and types of businesses you will find in each of these industry
sectors:

1.Primary Sector:

*Characteristics: The primary sector involves activities related to the extraction and production of raw materials and natural
resources directly from the environment. This sector relies on nature and weather patterns: businesses in the primary sector are highly
dependent on natural factors such as climate, weather, soil quality, and geographic location. These factors can significantly impact the
productivity and profitability of primary sector activities. Extreme weather such as floods can severely impact this sector. Moreover
there is a seasonality to this sector and many activities in the primary sector require a significant amount of manual labour, particularly
n agriculture, fishing, and forestry. However, modem technology has also been integrated into some primary sector activities to
increase efficiency.

*Types of Businesses: a. Agriculture: This includes farming, crop cultivation, livestock raising, and forestry. b.

Mining and Extraction. ¢. Fishing and Aquaculture: Forestry and Logging: Includes the harvesting of timber and related activities.
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2.Secondary Sector:

*Characteristic: The secondary sector focuses on the transformation of raw materials and intermediate goods into finished products.
The main characteristic of the sector is that it requires high levels of machinery and industrial techniques. There is a reliance on
technology. Secondly, the secondary sector adds significant value to the products compared to their raw material form. This value
addition is achieved through processing, assembly, and quality control processes. The third main characteristic is standardisation:
Manufacturing processes often involve standardization of components and processes to ensure consistency and quality in the final
products. Standardization helps in economies of scale.

*Types of Businesses: a. Manufacturing: This sector includes factories and plants that produce tangible goods such as automobiles,
electronics, textiles, and machinery. b. Construction: Involves the building and construction of structures like buildings, bridges, and
infrastructure. c. Utilities: Companies providing essential services like electricity, gas, and water supply fall into this category.
3.Tertiary Sector:

*Characteristic: The tertiary sector is also known as the service sector and involves businesses that offer various services to
consumers and other businesses. The main defining characteristic of this sector is Intangibility: Services are intangible and cannot be
touched or held. They are often experienced directly by consumers through interactions with service providers or through the use of
technology. Secondly, High Human Involvement: The tertiary sector relies heavily on a skilled and often highly educated workforce
to deliver services effectively. This can include professionals such as doctors, lawyers, teachers, and customer service
representatives. Lastly, Customization: Many services are customized to meet the specific needs and preferences of individual clients
or customers. This personalization is a key characteristic of the tertiary sector.

For example Legal Advice will always be different depending on the specific needs of the client.

*Types of Businesses: a. Retail and Wholesale: Businesses engaged in the sale of goods to consumrers or to other businesses. b.
Healthcare and Education: This includes hospitals, clinics, schools, colleges, and universities. ¢. Financial Services: Banks, insurance
companies, and investment firms are part of this sector. d.

Hospitality and Tourism: Hotels, restaurants, travel agencies, and entertainment venues fall into this category.

e. Professional Services: Legal, accounting, consulting, and IT services are part of the tertiary sector.

These industry sectors represent the different stages of economic activity, with the primary sector providing raw materials, the
secondary sector processing and manufacturinggoods, and the tertiary sector offering services and distribution. Together, these
sectors form the backbone of an economy, contributing to its growth and development Tutor Notes

- I've gone overboard on naming the types of organisation in the different sectors. You don't have to remember all of these. 3
examples is sufficient to get good marks. I've just named themall so you can see what could be considered a right answer.

- Some people are talking about Quaternary and Qumnary Sectors. CIPS is not one of those people, so don't worry if you come
across those terns in any further reading. But FYT

1.

*Quaternary Sector: This sector nvolves knowledge-based activities, including research and development, information technology,
and data analysis.

*Quunary Sector: The quinary sector comprises high-level decision-making and leadership roles in areas such as government,
academia, healthcare, and top-level corporate management.

-LO4.1p.196

NEW QUESTION # 16
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)

Answer:

Explanation:

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 effectively.

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 chartties strive to satisfy both aspects but in some cases this is not possible.

All charities are regulated. Because charities are finded 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 Custorms (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. If it
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 exanple I talked about removing stray animals from the street.

- Charities comes up in LO 4.4 p.232

Bottom of Form

Top of Form

NEW QUESTION # 17
What is meant by the term 'centralised procurement'? (10 points) Explain 2 forns of Hybrid Procurement Structures (15 points).

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

- This is essentially two mini essays, so you can do them completely separately if you like.

1) Definition of centralised procurement - when an organisation has a designated procurement finction which makes purchases on
behalf of other teams. When departments need to make a purchase, they would do this by approaching the procurement department
who would purchase the item they need. This is in contrast to devolved procurement where departments can make purchases
thenselves.

2)Explanation:of 2 forms of hybrid structures- there's a couple in the study guide you can pick from - consortium, shared services,
lead buyer and outsourced. In the old syllabus they used to discuss SCAN - Strategically Controlled Action Network and CLAN =
Centre Led Action Network. This has been removed from the new syllabus, but I don't think it would be wrong to use SCAN and
CLAN in this essay if you wanted to. However they are more complicated than the others and if you can talk about other models
instead I'd definitely go for that.

Exanple Essay:

Centralized procurement refers to a procurement strategy where an organization consolidates its purchasing activities into a single,
central department or unit. Instead of allowing individual departments or divisions within the organization to independently manage
their procurement processes, centralized procurement nvolves the concentration of these activities under a unified structure.

Key features of centralized procurement include:



1) Single Procurement Authority: In a centralized procurement system, there is a designated procurement authority or department
responsible for handling all purchasing decisions. This central entity has the authority to negotiate contracts, select suppliers, and
make procurement-related decisions on behalf of the entire organization.

2) Streamlined Processes: Centralized procurement aims to standardize and streamline procurement processes across the
organization. This can include the establishment of uniform procurement policies, procedures, and documentation to ensure
consistency and efficiency.

3) Economies of Scale: By consolidating purchasing power, centralized procurement allows organizations to leverage economies of
scale. Bulk purchases, standardized contracts, and negotiations with suppliers on a larger scale can lead to cost savings and more
favourable terms.

4) Improved Coordination and Commumnication: Centralized procurement enhances coordination and commumnication within the
organization. With a centralized structure, there is better visibility into overall procurement activities, allowing for improved
collaboration, information sharing, and strategic planning.

Moreover, this centralized control helps manage risks, ensure transparency, and monitor adherence to ethical and legal standards.
5) Consolidated Supplier Relationships: Centralized procurement enables the organization to consolidate its relationships with
suppliers. This can lead to stronger partnerships, better negotiation positions, and improved collaboration with a select group of
suppliers that meet the organization's needs.

6) Strategic Decision-Making: Centralized procurement allows organizations to make strategic decisions at a higher level. This
includes aligning procurement strategies with overall organizational goals, optimizing the supply chain, and contributing to broader
business objectives.

An exanmple of centralised procurement would be in a hotel chain with several hotels across the UK. In a centralised procurement
function there would be one team responsible for ordering everything for all of the hotels, rather than allowing the individual hotels to
buy things themselves. Premier Inn is an example of a company that uses this structure- it allows them to buy stock in bulk and
ensures that all hotels have the same equipment so customers expectations are always met.

Centralized procurement is often contrasted with decentralized procurement, where individual departments or business units manage
their procurement independently (i.e. each hotel would buy their own supplies). The choice between centralized and decentralized
procurement depends on various factors, including the size and structure of the organization, the nature of its operations, and the
specific goals it aims to achieve through its procurement processes.

Consortium Procurement Model:

The consortium procurement model is characterized by the collaboration of multiple organizations forming a joint group (the
consortium) to engage in collective buying activities. Typically composed of entities from the same industry or sector, these
organizations unite their resources, expertise, and purchasing power to pursue shared procurement objectives. The consortium
leverages this collective strength to negotiate contracts, conduct bulk purchases, and benefit from economies of scale, resulting in
cost savings and increased operational efficiency. The UK University sector is an example of Consortium activities- many universities
come together to 'group buy' itenrs as this brings about many benefits.

The main benefit of this form of hybrid procurement model is the increased negotiating power and leverage derived from combining
the purchasing volumes of participating entities. This often results in more favourable terms, competitive prices (through bulk
purchases), and improved conditions with suppliers. Additionally, consortium buying allows organizations to share resources,
knowledge, and expertise, fostering a collaborative environment that enhances overall procurement capabilities. By working
together, consortium members can collectively address challenges, negotiate strategically, and navigate the procurement landscape
more effectively.

However, consortium buying is not without its challenges. A potential disadvantage lies in the complexity of managing a collaborative
procurement structure, involving coordinationamong diverse entities. Achieving consensus on procurement strategies, vendor
selection, and contract terms may require considerable effort and compromise. Additionally, individual organizational needs and
preferences within the consortium may differ, posing challenges in aligning priorities. It is essential to strike a balance between
centralized decision-making and accommodating the specific requirements of each consortium member. Furthermore, the success of
consortium buying relies heavily on effective communication and trust among participants. Any breakdown in communication or lack
of trust could hinder the collaborative process, impacting the overall efficiency and success of the consortium's procurement
endeavours.

Overall, while consortium buying offers notable advantages, its effectiveness is contingent on careful management of collaborative
dynamics and effective comnumnication strategies.

Shared Services Procurement Model:

In the shared services procurement model, various departments or business units within a single organization converge under a
centralized procurement function. Rather than individual units managing their procurement independently, a dedicated shared services
centre is established to provide procurement-related services across the organization. This model facilitates streamlined processes,
ensures consistency through standardized procedures, and capitalizes on economies of scale.

One key benefit is the potential for cost savings through economies of scale. By centralizing procurement, the organization can
negotiate bulk purchases and standardized contracts, leading to better terms and prices. This consolidation of purchasing power
enables the organization to optimize its resources and achieve overall cost efficiency. Additionally, centralized procurement allows for
streamlined processes, standardized procedures, and better control over procurement activities. It promotes consistency, reduces
redundancy, and ensures adherence to organizational policies and compliance requirements.

However, there are also potential disadvantages to centralized procurement. One notable challenge is the potential for reduced



flexibility in meeting the unique needs of individual departments or business units within the organization. Centralization may lead to
standardized approaches that might not be well-suited for all units, potentially impacting their specific requirements. Furthermore, the
centralization of decision-making can result in increased bureaucracy and longer decision-making processes, potentially slowing
down procurement activities. Additionally, there may be resistance from decentralized units that are accustomed to managing their
procurement independently. Striking a balance between centralized control and accommodating the diverse needs of various units is
crucial for the success of centralized procurement.

In conclusion, both the consortium and shared services procurement models represent strategies to enhance efficiency, realize cost
savings, and optimize procurement processes. While the consortium model involves collaboration with external entities, the shared
services model centralizes procurement functions within a single organization. The choice between these models depends on the
unique goals, structure, and requirements of the organizations involved, each offering distinct advantages in the pursuit of effective
procurement management.

Tutor Notes:

- This is from LO 3.3 p.161 onwards. There's quite a bit of information on these hybrid models so there's many ways it can come up
as a question. There are different types of consortium, which I didn't go into in the above essay because it wasn't asked for as part
ofthe question, but I'd familiarise yourself with this. Also with the pros and cons of each model, and think about when an organisation
may choose this type of model

NEW QUESTION # 18

Bob is a procurement manager at ABC Ltd. He has been asked to ensure all future purchases achieve

'value for money' for the organisation. What is meant by 'value for money'? (5 points). Describe 4 techniques that Bob could use to
achieve this (20 points)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

1) A definition of Value for Money: ensuring a purchase is cost effective. This may be that the purchase achieves the 5 Rights of
Procurement or that the purchase achieves the 4Es: Economy, Efficiency, Effectiveness and Equity. - this is only worth 5 points, so
don't spend too long on this

2) 4 techniques Bob can use to achieve VFM: this is the bulk of your essay. Each ofthe 4 will be worth 5 points, so remember to
give a thoroughExplanation:and example. Pick 4 from the list below: complete a value analysis to eliminate non-essential features,
minimise variety/ consolidate demand, avoid over specification, pro-active sourcing, whole lift costing methodologies, eliminate /
reduce inventory, use electronic systens, international sourcing, sustainability / environmental policies, currency/ exchange rate
considerations, negotiating good payment terns, packaging, warrantees.

Exanple Essay:

"Value for money" (VFM) is a concept that refers to obtaining the best possible return on nvestment or benefits relative to the cost
incurred. It involves assessing whether the goods, services, or activities provided offer an optimal balance between their cost and the
quality, benefits, or outcomes they deliver.

Value for money is not solely about choosing the cheapest option; instead, it considers the overall efficiency, effectiveness, and long-
term value derived from an expenditure. For Bob, the Procurement Manager at ABC Ltd there are four key ways that he can
achieve this for all future purchases.

Value Engineering

This is looking at the components of a product and evaluating the value of each component individually.

You can then eliminate any components that do not add value to the end product. To do this Bob would choose a product to review
and determine whether any parts of this can be omitted (thus saving the company money) or could be replaced by components that
are of'a higher quality at the same price (thus providing added value to the customer). For example, Bob could conplete a Value
Engineering exercise on the new mobile phone prototype ABC plan to release next year. His findings may discover a way to provide
a higher quality camera at no additional cost or that some components don't add value and can be eliminated.

Consolidate demand

Bob can achieve value for money by consolidating demand at ABC ltd. This would mean rather than each individual person/
department ordering what they want when they need it, Bob creates a centralised process for ordering items in bulk for the
departments to share. For example, if each department require stationary to be ordered, Bob can consolidate this demand and
create one big order each quarter. This will likely result in cost savings for ABC as suppliers often offer discounts for large orders.
Moreover, consolidating demand will allow for saving in time (one person does the task once, rather than lots of people doing the
same task and duplicating work).

International sourcing

Bob may find there is value for money in changing suppliers and looking at international sourcing.

Often other countries outside of the UK can offer the same products at a lower cost. An example of this is manufactured goods from
China. By looking at nternational supply chains, Bob may be able to make cost-savings for ABC. He should be sure that when using



this technique there is no compromise on quality.

Whole Life Costing methodology

This is a technique Bob can use for procuring capital expenditure items for ABC. This involves looking at the costs of the item
throughout its lifecycle and not just the initial purchase price. For example, if Bob needs to buy a new delivery truck he should
consider not only the price of the truck, but also the costs of insurance for the truck, how expensive it is to buy replacement parts
such as tyres and the cost of disposing of the truck once it reaches the end of'its life. By considering these factors Bob will ensure
that he buys the truck that represents the best value for money long term.

In conclusion Bob should ensure he uses these four techniques for all items he and his team procures in the future. This will ensure
ABC 1td are always achieving value for money, and thus remain competitive in the marketplace.

Tutor Notes

- This case study is really short, and the ones you'll receive in the exam are often longer and give you more guidance on what they're
expecting you to write. With case study questions, you have to make your entire answer about Bob. So don't bring in examples from
your own experience, rather, focus on giving examples for Bob.

- A good rule of thumb for case study questions is make sure you reference the case study once per paragraph.

- Value for Money s a really broad topic and you can pretty much argue anything that procurement does is helping to achieve value
for money. There's a large table of stuff'that's considered VEM on p.38 but that table isn't exhaustive. So feel free to come up with
your own ideas for this type of essay.

Some additional tidbits of mformation on VFM:

- The 'academic’ definition of Value for Money is 'the optimum combination of whole life cost and the quality necessary to meet the
customer's requirement’

- Value for Money is an important strategic objective for most organisations but particularly in the public sector. This is because the
public sector is financed by public money (taxes), so they must demonstrate that the organisation is using this money wisely. This
might be an interesting fact to put into an essay on VFM.

- Value can often be hard to quantify, particularly in the service industry. E.g. in customer service it can be difficult to quantify the
value of having knowledgeable and polite employees delivering the service.

NEW QUESTION # 19
Describe what is meant by the 5 Rights of Procurement (25 points)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

How to approach the question

- This question is worth 25 marks so you can imagine what the mark scheme will look like. There are 5 Rights so there will be 5
points for each Right. Naming the Right will be one point, then you have 4 points for a description and example. You should
therefore aim to have 4-5 sentences per Right.

- I would recommend using headings for this type of essay- clearly putting your essay into 5 sections for each right. This makes it
easy for the examiner to mark.

Proposed Essay structure

- Introduction - what is meant by the 5 Rights

- Price

- Quality

- Quantity

- Time

- Place

- Conclusion - why it's important, all rights are equally as important

Example Essay

Procurement revolves around achieving the delicate balance of acquiring goods and/ or services at the right price, quality, quantity,
time, and place. This essay explains why these "Five Rights of Procurement" are important and explains how using this metric can
help procurement to make smart choices when they purchase goods or services.

Price:

Firstly, it is important that procurement do not simply seek to find the cheapest option. The First Right is about finding the product/
service at an affordable price that doesn't compromise on quality. Let's say a company is buying office flrniture. They might go for a
supplier that offers a good balance between cost and quality, ensuring they get good value for their money. Considerations here may
include Total Cost of Ownership, the Price Iceberg, and Whole Life Costing. The company therefore may seek to get the best price,
but in relation to how long the furniture will last. A cheap chair that will break after one year may not be the best price compared to
another chair which will last 10 years.



Quality:

The second right, quality, looks at legal compliance and fitness for purpose. Quality adherence aligns with specifications as well as
legislation such as the UK Sale of Goods Act 1979. This helps ensure that items meet their commonly intended purpose and
maintains satisfactory condition. Buyers deploy both reactive measures like Quality Control and proactive approaches like Quality
Assurance to uphold the stipulated quality. This commitment not only ensures legal compliance but also underpins customer
satisfaction, brand reputation, and ethical sourcing policies. An example of quality is an organisation buying a washing machine that
conforns to ISO standard 97.060 and has a 2-year warrantee.

Quantity:

The third right, quantity, is a strategic consideration about how much of an item to order. It is connected to efficient inventory
management. One tool that procurement can use to ensure they order the right quantity of a product is Economic Order Quantity
(EOQ) - this serves as a tool for finding the equilibrium between stock-holding costs and avoiding stockouts. Market conditions,
supply chain dynamics (e.g. JIT / Lean manufacturing), and organizational policies collectively play a pivotal role in determining the
right quantity. For example a confectionary manufacturer will need to order the right number of eggs to make cakes- they will need
to consider how many eggs they will need in order to make the cakes, but also take into consideration that they may not need them
all at onceand that eggs can expire. The use of an MRP system is helpful when determining quantities of products to order.

Time:

Time is about getting things when we need them. In the above example, an egg delivery timing for a confectionary manufacturer will
be pivotal to making the cakes on time. Other considerations about time include changing market forces and customer demand. The
use of forecasting is therefore extremely useful; particularly if there are peaks in demand for a product, such as toys at Christmas.
Moreover, organizations need to avoid bottlenecks and production stoppages, so time (including lead time and delivery time) is an
important consideration when making orders.

Place:

Lastly, place is about getting things to the right location. Minimizing environmental impact, reducing risks during transit, and
optimizing warehousing practices contribute to achieving the right place. This is particularly important for perishable itens such as
food, and for itens which require specific storage conditions such as chemicals. This involves good planning in terms of logistics,
minimizing any impact on the environment during transport and a consideration for safety.

In conclusion, the Five Rights of Procurement provide a structured framework for organizations to optimize their sourcing practices.
All rights are equally as important and it is the relationship between the Rights which is key. While price, quality, quantity, time, and
place form the foundation, evolving models acknowledge additional elements like the Right Relationship with the Supplier. Embracing
these principles not only ensures operational efficiency but also promotes sustainability and ethical conduct throughout the
procurement process, contributing to long-term success in a globalized and dynamic marketplace.

Tutor Notes

- The 5 Rights is a big topic in CIPS so do learn them off by heart. It's p. 20 in the study guide.

- The conclusion mentions that additional 'rights' are starting to be introduced into the matrix, this is true and isn't mentioned in this
study guide. I believe this starts to come up in Level 5. Just something to be aware of- some people are now talking about other
Rights such as finding the right supplier and the right relationship. It's good to know, but not essential for this essay. Neither is
knowing the ISO standard for washing machines - that's certainly not in the book. You can sprinkle in your own knowledge to
essays like this, as it demonstrates you're able to apply the theory to real life. Why I remember the ISO for washing machines is a
different story....

- You could also have mentioned the following topics;

o price - using the right currency and incoterm, aggregation of spend, negotiating prices o quality - conformance and performance
specs o quantity - fulfilling retail orders, large order quantities leading to discount o time - additional costs of a stockout, impact on
relationships and reputation o place - additional costs if delivery fails

- This is the type of question you can easily over-write. It's a huge topic and you could easily spend too long on it and not have
enough time to answer other questions. So be careful with your timings. You don't need to mention everything above.

- Another way this type of question can come up is as a scenario. E.g. XYZ is a manufacturer of cakes and needs to order eggs.
Discuss how XYZ can ensure the 5 Rights of Procurement when ordering Eggs.
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