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01, Quiing FIVE differences between purchasing goods and purchasing services,
Answer - 1, Goods are tangible, services 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 purchasa:

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 manufacturer of electncally powered lools for the engingenng indusiry consisis
of four separate business units, each of which undanakes (8 own purchasing
activites.
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[AMI Prifimgen vorzubereiten. So, klicken Sie It-Pruefing Webseite und Informieren Sie sich. Sie werden bereuen, diese Chance
71 verlieren.

CIPS L4M1 Priifungsplan:

Thema Einzelheiten

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

supply chain fnctions: This section measures that skill of supply chain strategists and organizational analysts
Thema 1 i understanding corporate governance, documented policies, accountability, and ethics. It also covers the
impact of organisational policies and procedures on procurement and supply
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¢ 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

Thema 2 procurement and supply and evaluating cost savings, service improvements, and innovationsu

contributions.It also measures procurement and supply processes that contribute to added value.

Therm 3 ¢ Procedures, strategies, manuals, and internal finction mvolvement.

¢ 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
Thema 4 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 the need for compliance: This section measures skills of compliance officers and
Thema 5 sector-specific procurement managers in understanding different economic and industrial sectors such as
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In der Gesellschaft, wo es so viele Talent gibt, stehen Sie unter dem Druck? Egal welche hohe Qualifikation Sie besitzen, kann die
Qualifikation doch Thre Fahigkeiten nicht bedeuten. Qualifikationen ist nur ein Sprungbrett und Stérke ist der Eckpfeiler, der Thre
Position verstirkt. Die CIPS LAM1 Zertifizierungspriifung ist eine beliebte IT-Zertifizierung. Viele Leute wollen das LAM1 Zertifikat
bekommen, so dass sie thre Karriere machen kénnen. Die Schulungsunterlagen zur CIPS LAMI Zertifizierungspriifing von It-
Pruefing sind ein gutes Schulungsinstrument, das Thnen hilft, die CIPS LAMI Zertifizierungspriifing zu bestehen. Mit diesem
Zertifikat kénnen Sie international akzeptiert werden. Dann brauchen Sie sich nicht mehr zu fiirchten, vom Boss gekiindigt zu
werden.

CIPS Scope and Influence of Procurement and Supply L4M1 Priifungsfragen
mit Losungen (Q22-Q27):

22. Frage
What is 'supply chain management'? Outline the drivers, advantages and disadvantages of using this approach within the
Procurement Department of an organisation (25 points)

Antwort:

Begriindung;

See the solution inExplanation partbelow.

Explanation:

How to approach the question

- There are 4 main components to this question that you will have to answer, so my advice is to first write down subheadings for
your essay so you don't miss any out: definition of supply chain management, drivers, advantages and disadvantages

- The question also brings up 2 concepts - supply chain management and tiered supply chains, it would be good to include a
definition of both of these.

- Because of the number of things you'll have to write, you don't need to go into lots of detail - one paragraph per section will be
enough.

Proposed Essay Structure

Intro - what is supply chain management and what is a tiered supply chain P1 - drivers P2 - advantages P3 - disadvantages
Conclusion - supply chains are complex due to globalisation Essay Ideas:

- Definition of supply chain management = Making something available in response to a buyer's requirements. The transformation of
goods from raw material into an end product (input > conversion

> output)

- Drivers = Cost, Time/ Speed, Reliability, Responsiveness, Transparency, Globalisation

- Advantages = reduced costs by elimmation of waste, improved responsiveness to customer requirements, joint-ventures with
supply partners leading to innovations, tech sharing, improved communication leads to faster lead times for product development
- Disadvantages = needs considerable investment and internal support, closer relationships may be risky (IP, loss of control), issues
n fairly distributing gains and risks (you don't need to talk about all of these- pick 1 or 2 you feel you know the best and focus on
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that) Example Essay Supply Chain Management (SCM) is the arrangement of processes involved in the production and distribution
of goods / services - from the origin to the end consumer. In simple terns, it's taking a raw product and transforming it into an end
product that a consumer would purchase. For example taking a potato froma farmer, giving it to a manufacturer to make into chips
and sending these to retailers to be sold. SCM relies on close relationships between the parties in the supply chain and adds value to
the product at every stage. A Tiered Supply Chain is a specific configuration within SCM that involves muiltiple levels of suppliers
and sub-suppliers. A buyer will work with a small amount of Tier 1 suppliers who will in turn work with their own suppliers. In a
tiered system there can be many, many layers of suppliers who all ultimately work towards creating the same product. This essay
ains to delve into the drivers, advantages, and disadvantages associated with implementing a conmplex supply chain, such as the
Tiered Supply Chain model.

The main drivers of using a tiered supply chain are often rooted in the pursuit of efficiency, cost-effectiveness, and flexibility. By
consolidating suppliers into distinct tiers, organizations can streamline their management processes, reduce complexity, and enhance
overall supply chain performance. Additionally, tiered supply chains are often employed in response to the global nature of modern
business, accommodating the need to source materials and components from various regions while maintaining a manageable and
responsive supply network.

One of the advantages of a Tiered Supply Chain is the streamlined management of suppliers. In this model, there are fewer direct
suppliers to oversee, simplifying the coordination and communication processes. This can lead to increased efficiency and
responsiveness as organizations deal with a smaller, more manageable pool of suppliers. The consolidation of suppliers in a tiered
systemmay also result in potential cost savings and improved collaboration with a select group of trusted partners.

However, the complexity of a Tiered Supply Chain brings disadvantages. One significant drawback is reduced visibility. As the
supply chain extends across multiple tiers, organizations may struggle to have a comprehensive view of the entire process. This lack
of visibility can lead to challenges in tracking and responding to potential disruptions. Moreover, ethical risks emerge when
companies have limited oversight over lower-tier suppliers, potentially exposing organizations to issues such as labour exploitation,
environmental concerns, or violations of ethical standards.

In conclusion, supply chain management has evolved into a complex discipline due to the forces of globalization and consumer
demands for speed and quality. The Tiered Supply Chain model, driven by these factors, presents both advantages and
disadvantages. While managing fewer suppliers can enhance efficiency, the trade-off includes dimmnished visibility and increased
ethical risks. Organizations must carefully evaluate the specific needs of their operations and weigh the benefits against the challenges
when deciding whether to adopt a Tiered Supply Chain. In this intricate landscape, the ability to balance complexity and efficiency
becomes paramount for sustained success in the global marketplace.

Tutor Notes

- Definition of supply chain management is fromp.5

- Drivers, advantages and disadvantages p.9

- This topic used to be much more in depth in the old syllabus and has been drastically simplified in the new study guide. The guide is
actually quite light on this topic stating simply that "globalisation and localisation are both drivers of using supply chain tiering”. If you
don't work in manufacturing, or an industry that uses supply chain tiering, this concept may be a bit alien to you and I'd recommend
doing a little extra research. The best example of supply chain tiering is in car manufacturing- and that would be a good exanple to
use in an essay. Some additional links for research:

- Supplier Tiers: What's The Difference Between Tier 1, Tier 2, and Tier 3 | PLANERGY Software

- Sustainable Sourcing - Definition, Examples, Benefits & Best Practices (brightest.io)

- https://youtu.be/fs 1rDgBQy1M

23. Frage

Explain how the new procurement department can use the CIPS Procurement Cycle to influence the spend on raw materials, deliver
cost reductions and enable other value benefits.

(25 marks)

Antwort:

Begriindung;

See the solution in Explanation part below.

Explanation:

Electronica Manufacturing

Jane Henderson has been brought in to set up and lead a new procurement department at Electronica Manufacturing, It
manufactures a range of electronic products, components and sub-assemblies for clients in the Information technology sector.
Jane has carried out an initial analysis of procurement practices and has discovered that the company has never focused on how
procurement tools and techniques can be used to reduce costs. She is also keen to improve procurement added value, increase
quality and increase end-user satisfaction.

Jane wishes to introduce a more robust approach to procurement and is considering implementing new processes and procedures in
the procurement of raw materials and sub-assemblies.

Using the CIPS Procurement Cycle to Influence Spend on Raw Materials, Deliver Cost Reductions, and Enable Value Benefits



Electronica Manufacturing has historically not focused on procurement's role in cost reduction or added value. By implementing the
CIPS Procurement Cycle, Jane Henderson can establish a structured and strategic procurement process to optimize spend on raw
materials, achieve cost reductions, and generate other value benefits. Below is a detailed analysis of how each stage of the CIPS
Procurement Cycle can support these goals:

1. Understanding Needs and Developing Specifications

* How it Helps:

* Jane must assess raw material requirements based on product designs, production needs, and customer expectations.
* Avoiding over-specification ensures that materials are fit for purpose rather than unnecessarily costly.

* Impact on Electronica Manufacturing;

* Prevents unnecessary spending on premium materials that don't add value.

* Ensures cost-effective sourcing without compromising quality.

2. Market Analysis and Supplier Identification

* How it Helps:

* Conducting supplier market research helps identify competitive suppliers offering better pricing and quality.

* Analyzing market trends (e.g., commodity price fluctuations) allows for timely purchasing to mitigate cost increases.

* Impact on Electronica Manufacturing;

* Reduces costs by sourcing from cost-effective and reliable suppliers.

* Identifies potential new suppliers that offer better value and innovation.

3. Developing a Sourcing Strategy

* How it Helps:

* Jane can implement strategic sourcing, using techniques like long-term contracts, supplier partnerships, and competitive bidding.
* A well-defined strategy ensures that procurement aligns with business goals.

* Impact on Electronica Manufacturing;

* Reduces supply chain risks by diversifying suppliers.

* Maximizes cost savings through bulk purchasing and supplier negotiations.

4. Supplier Evaluation and Selection

* How it Helps:

* A structured evaluation process ensures selection based on cost, quality, reliability, and sustainability.

* Supplier benchmarking and total cost analysis ensure best-value sourcing.

* Tmpact on Electronica Manufacturing:

* Reduces waste and costs by selecting suppliers that provide consistent quality.

* Helps mitigate supply chain risks, ensuring reliable raw material availability.

5. Contract Management and Negotiation

* How it Helps:

* Jane can introduce structured contracts with cost-control mechanisms, such as fixed pricing, volume discounts, and service-level
agreements (SLASs).

* Contract negotiation can lock in competitive pricing and ensure supplier accountability.

* Tmpact on Electronica Manufacturing:

* Tmproves cost predictability and budget control.

* Strengthens supplier relationships, leading to better terms and cost efficiencies.

6. Purchase Order Processing and Expediting

* How it Helps:

* Tmplementing an efficient purchase order (PO) system reduces administrative nefficiencies and speeds up raw material
procurement.

* Use of automated procurement systens (e.g., ERP systems) ensures cost-effective order processing,

* Tmpact on Electronica Manufacturing;:

* Reduces administrative overheads and human errors.

* Ensures faster lead times and better inventory control, reducing stock shortages and excess inventory costs.

7. Supplier Relationship Management (SRM)

* How it Helps:

* Establishing collaborative relationships with key suppliers can drive joint cost-saving initiatives.

* Long-term supplier partnerships can lead to better pricing, nnovation, and risk-sharing,

* Tmpact on Electronica Manufacturing;

* Reduces costs through supplier-led efficiency improvements.

* Encourages supplier innovation, leading to better materials and higher-quality products.

8. Performance Review and Supplier Development

* How it Helps:

* Regular supplier performance reviews ensure that quality, cost, and delivery expectations are met.

* Supplier development programs can help underperforming suppliers improve efficiency, reducing procurement risks.
* Impact on Electronica Manufacturing;

* Improves product quality and consistency, reducing defects and waste-related costs.



* Enhances supplier accountability, leading to more cost-effective procurement.

9. Risk Management and Compliance

* How it Helps:

* Jane can introduce risk management strategies such as dual sourcing, inventory buffers, and price hedging to mitigate supply chain
disruptions.

* Ensuring compliance with ethical, legal, and sustainability standards reduces long-term operational risks.

* Tmpact on Electronica Manufacturing:

* Reduces financial and operational risks, improving business continuity.

* Strengthens brand reputation by ensuring ethical sourcing.

10. Procurement and Supply Strategy Review

* How it Helps:

* Continuous evaluation of procurement strategies ensures alignment with changing market conditions and company goals.

* Data-driven decision-making through spend analysis and procurement reporting allows for ongoing cost optimizations.

* Tmpact on Electronica Manufacturing;

* Enhances procurement efficiency and sustains cost reductions.

* Ensures procurement remains a value-adding function rather than a cost center.

Conclusion

By applying the CIPS Procurement Cycle, Jane Henderson can transform Electronica Manufacturing's procurement function from an
ad-hoc, cost-inefficient process into a strategic, value-driven function.

This structured approach will enable smarter spending on raw materials, continuous cost reductions, and broader business benefits,
such as improved quality, efficiency, and stakeholder satisfaction.

Implementing procurement best practices will not only reduce costs but also drive long-term business sustainability and competitive
advantage.

24. Frage

Sarah has recently been hired as the new Head of Procurement at Alpha 1td, a manufacturer of small electronics such as hairdryers
and alarm clocks. Alpha Ltd has a large factory based in Birmingham where many of the products are manufactured. One of the
large pieces of machinery in the factory has recently broken and Sarah has been charged with replacing it as quickly as possible.
Sarah is considering using the Whole Life Costing approach to this procurement. What is meant by Whole Life Costing? (5 points).
Discuss

5 factors that Sarah should consider when buying new machinery (20 points).

Antwort:

Begrindung;

See the solution inExplanation partbelow.

Explanation:

How to approach this question

- I'd use clear headings with numbers for this one. It asks you for a definition and 5 factors. Number them

Makes it easy for you to write and easy for the examiner to mark.

- Don't go over 5 - you won't get any extra points for this. So spend your time giving examples and explaining the 5 well, rather than
naming more than 5.

Example Essay

As the new Head of Procurement at Alpha Ltd, Sarah faces the urgent task of replacing a critical piece of machinery in the
company's Birmingham factory. Recognizing the complexity of the decision, Sarah contemplates utilizing the Whole Life Costing
approach to ensure a comprehensive evaluation that goes beyond initial expenses. This essay explores the concept of Whole Life
Costing and delves into five essential factors Sarah should consider when procuring new machinery.

Whole Life Costing (WLC) is a procurement approach that considers the total cost associated with an asset throughout its entire
lifecycle. Unlike traditional procurement methods that focus primarily on the initial purchase price, WLC evaluates all costs incurred
from acquisition to disposal. This includes operational, maintenance, and disposal costs, providing a holistic perspective on the true
financial impact of an asset over time.

Factors to Consider in Machinery Procurement

1) Initial Purchase Price:

While WLC looks beyond the mitial cost, the purchase price remains a critical factor. Sarah should balance the upfront expense with
the long-term costs to ensure the initial nvestment aligns with the overall financial strategy.

2) Operational Costs:

Sarah needs to analyze the ongoing operational costs associated with the new machinery. This includes energy consumption, routine
maintenance, and potential repair expenses. Opting for energy-efficient and reliable equipment can contribute to substantial
operational savings over the machine's lifespan, even though this may result in a higher up-front purchase price



3) Training and Integration:

The cost of training enployees to operate and maintain the new machinery is a significant consideration. Sarah should assess how
easily the equipment ntegrates into existing workflows and whether additional training programs are required, impacting both
immediate and long-term costs.

4) Downtime and Productivity:

Evaluating the potential downtime and its impact on productivity is crucial. Sarah should assess the reliability and historical
performance of the machinery to gauge its potential contribution to sustained production levels and minimized disruptions, impacting
the overall operational efficiency.

5) Technology Upgrades and Adaptability:

Sarah should consider the machinery's adaptability to technological advancements and potential upgrades.

Investing in equipment that allows for seamless integration with future technologies ensures that Alpha Ltd remains competitive and
resilient in a rapidly evolving industry landscape.

In conclusion, adopting a Whole Life Costing approach empowers Sarah to make informed decisions that align with Alpha Ltd's
strategic goals. By considering factors beyond the mitial purchase price, such as operational costs, training, downtime, and
technology adaptability, Sarah ensures that the replacement machinery not only meets immediate production needs but proves to be
a cost-effective and efficient asset throughout its entire lifecycle. The WLC approach safeguards against unforeseen financial
burdens, fostering sustainable and informed procurement practices in the dynamic manufacturing environment.

Tutor Notes

- Whole Life Costing is on p.28

- Total Life Cycle Costs, Total Cost of Ownership and Life Cycle Costs are all practically the same thing, The book says they're
slightly different, but don't get yourself bogged down in trying to remember the differences.

Honestly, in the real world, people use this language interchangeably.

- Other factors you could have chosen to talk about include commissioning costs and disposal costs

- Don't worry if you feel CIPS breezed through this as a topic, they did. It's explained much better in LAM7.

You can read more about it here: Whole Life Costing - What is Whole Life Costing | CIPS and here Whole-Life Cost: What it
Means, How it Works (investopedia.com)

25. Frage
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)

Antwort:

Begrindung;

See the solution inExplanation partbelow.

Explanation:

How to approach this question:

- Definition of Inventory Management System - a system, usually a piece of digjtal software, that helps an organisation manage their
inventory. 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 Systers have the following functions: 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
commumnication 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) systers, focusing specifically on the planning and control of materials
and production resources.

MRP systemns 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 exanple, 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. confirmto
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
information.

Advantages of the MRP process include the assurance that materials and components will be available when needed, minimised
inventory levels, reduced customer lead times, optimised inventory 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 mto the
manufacturing process. It can also produce accurate financial data, manage customer and supplier relationships.

ERP facilitates information flow between all business finctions and manages connections to outside stakeholders. SAP and Oracle
are examples of ERP systens. There is also ERP 11 - this extends the system to include Iinks with suppliers and supply chain
stakeholders One of'the primary advantages of implementing an ERP system is the integration of information across various
departments. By providing a unified view of an organization's operations, an ERP system ensures that different finctions work with
synchronized and consistent data, fostering improved decision-making and collaboration.

Operational efficiency is another significant benefit of ERP systers. 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 programs, and customization to align the ERP system with their specific needs.

The complexity of ERP systens 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 systens 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 systemns, using MRP and ERP systers 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 inputted into the systens and how the systems 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

26. Frage
Describe the main differences between the three economic sectors: public, private and third. Your answer may make reference to
the following; finding, ownership, shares, objectives and administration (25 marks)

Antwort:

Begriindung;

See the solution in Explanation part below.

Explanation:

How to approach this question

- Sometimes CIPS give you a steer on how to answer the question. My advice is to follow it. The question says you MAY make
reference to the following, but I'd use those hints as a guide for content- a paragraph on each and you're done!

- When you've got a 'may make reference to' hint - this means you can completely ignore it and do your own thing and bring in your
own ideas. May means it's optional, so you wouldn't be penalised for this. However, you have to consider the examiner's mark
scheme- it will detail options of stuff you can write for finding, ownership etc. Then there will be a line at the bottom saying
something like 'accept other options such as x and y'. This leaves it up to the examiner to decide whether what you've said is
relevant. I'd personally not leave it up to chance you get a lenient examiner. If you write what's definitely going to be on their mark
scheme, you're more likely to get more points.

Exanmple Essay

The modern economy is a complex tapestry of various sectors, each with its own distinct characteristics and fimctions. The three
prominent sectors are the public sector, the private sector, and the third sector. These sectors differ significantly in terms of their
funding mechanisims, ownership structures, objectives, the concept of shares, and their administration.

Firstly, the public sector is predommnantly finded by the government through taxation, grants, and other forms of public revenue. Its
very existence hinges on the provision of essential services and the fulfilment of societal needs. These organizations are owned by the
government, be it at the federal, state, or local level. Unlike the private sector, the concept of shares doesn't apply in the public
sector. Instead, the government allocates budgets to various departments and agencies for public services and projects. The primary
objectives of the public sector revolve around the welfare of the citizens, including the provision ofeducation, healthcare, defence,
and infrastructure. It is characterized by bureaucratic administration, with decision-making processes subject to governmental
regulations and oversight. A prime exanple is public schools and healthcare systems, which are finded and operated by the
government with the primary objective of ensuring universal access to education and healthcare services.

In contrast, the private sector operates on a starkly different paradigm. It is primarily finded by private capital, imvestment, and
profit-seeking activities. Private individuals and corporations own these entities, with ownership shares often represented by stocks.
Shareholders nvest capital in exchange for ownership stakes and the potential for dividends. The central objective in the private
sector is profit maximization, driven by competition in the market. Companies in the private sector are administered by management
teams and boards of directors, with decisions guided by market forces. Apple and ExxonMobil are examples of private sector
entities, privately owned and publicly traded, with profit motives at their core. Shareholders nvest in these companies with the
expectation of financial returns.

Lastly, the third sector, often referred to as the nonprofit or voluntary sector, represents a unique economic sphere. It relies on a
combination of finding sources, including donations, grants, and earned income, but not taxation. Third sector organizations are not
owned by individuals or shareholders; instead, they are governed by boards of directors or trustees. Unlike the private sectors,
shares are not applicable in the third sector.

These organizations do not seek to distribute profits to owners. The primary objective of the third sector is to serve a social or
community purpose, such as addressing societal issues, promoting social change, and providing services that benefit the public.
Administration in this sector is overseen by non-profit boards, and it heavily relies on volunteers, philanthropy, and community
engagement. For example, the Red Cross operates with the objective of providing humanitarian aid and disaster relief, relying on
donations and volunteers to fulfil its mission. Any profits that are made are reinvested into the organisation to further its mission.

In conclusion, the public, private, and third sectors represent diverse economic domains, each with its own finding mechanisms,
ownership structures, objectives, and administrative models. These sectors play essential and complementary roles in society,
contributing to economic development, public welfare, and social progress. Together, they form the foundation of a balanced and
dynamic economic landscape.

Tutor Notes

- I've structured this essay with a paragraph on each sector, but you could have done a paragraph on each theme, thus having 5
paragraphs instead of 3. Either approach works.

- You've got 5 things and 3 sectors, that equals 15 marks. If you give an example of each and a strong intro and conclusion, that's
full marks.

- See LO 4.1 p. 203 - there's a cute table with this information on.
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