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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

FH1 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 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
procurement. It includes the use of supply chain mapping, risk management, stakeholder engagement, and
FH 2 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.

e 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

M3 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.
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EE #42
A procurement team runs a tender for new office furniture, prioritising cost. What is the main risk of this approach?

A. Receiving too many bids

B. Suppliers may sacrifice sustainability agenda
C. Not receiving any bids

D. Rushed tender process

He: B

Y.

Comprehensive and Detailed Explanation From Exact Extract of Documents:

When cost is the overriding priority, suppliers may compromise on sustainability. The LSMS study guide explains that cheap
materials may be unsustainably sourced (e.g,, timber from non-certified forests). This is particularly highlighted in the old syllabus
under LO 3.4, which noted risks when cost or speed is prioritised over ESG. Procurement professionals must balance cost, quality,
speed, and sustainability to avoid reputational damage and unethical practices. Focusing solely on cost undermines long-term ESG
commitments.

Reference: Managing Ethical Procurement and Supply (LSMS5) Study Guide, section on sustainability vs cost priorities

AE #43
What is the primary purpose of a supplier code of conduct?

¢ A To establish the expectations and standards for supplier behavior and practices



¢ B. To define the penalties for non-compliance in supplier contracts
¢ C. To outline the payment terms and delivery schedules for suppliers
¢ D. To ensure suppliers take full responsibility for product quality

HE: A

Y.

Choice B- A supplier code of conduct sets clear guidelines on ethical, social, environmental, and legal responsibilities that suppliers
are expected to follow. Therefore B is the correct answer.

Incorrect answer:

Choice A- This is not the primary purpose of a supplier code of conduct. While the code may mention consequences for non-
compliance, its primary focus is on establishing ethical and operational standards rather than detailing penalties.

Choice C- Payment terms and delivery schedules are typically included in contractual agreements, not in a supplier code of conduct.
The code focuses more on ethical and sustainability standards rather than logistical or financial details.

Choice D- While product quality may be a part of a supplier's responsibilities, it is usually addressed in specific quality agreements or
technical specifications rather than the supplier code of conduct. The code primarily deals with broader principles such as ethical
labor practices, environmental impact, and compliance with laws.

Reference:

LO-2.2; Page 184; Monitoring Contract Performance

A2 #4
Labour standards facilitate mternational trade and there are international regulations to secure this. Is this statement TRUE?

A. No - labour standards vary from country to country

B. Yes - there is a minimum labour standard governing pay and conditions

C. Yes - labour standards are regulated by the UN and other multi-national bodies
D. No - no countries have established labour standards

HE: A

MH.

Comprehensive and Detailed Explanation From Exact Extract of Documents:

The correct answer is that labour standards vary from country to country. According to the L5SM5 study guide (p.85), while
international conventions exist (e.g., [LO conventions), there is no single binding international law regulating labour standards across
all nations. Instead, each country enforces its own rules regarding wages, hours, and working conditions. Some countries have strict
protections, while others may have weak or poorly enforced standards. Therefore, procurement professionals must apply due
diligence and supplier audits when sourcing internationally, as ethical risks arise in jurisdictions with lower labour protections.
Reference: Managing Ethical Procurement and Supply (LSMS5) Study Guide, p.85

R #45

Which of'the following strategies can procurement professionals use to effectively manage language and cultural barriers in global
sourcing?

1. Improving foreign language skills

2. Think and act with an open mind

3. Insisting that English is the only business language used

4. Ensuring proper documentation for all the imports to comply with regulations

A.4and 1
B.2and 4
C.land2
D.2and 3

.l

o
m

: C
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Managing language and cultural barriers
O View culture within the language

O Choose location carefully

O Know and commumicate business goals



O Check and monitor relationships

O Communicate well

O Improve foreign language skills

O Think and act with an open mind

O Have patience

O Be respectful

The correct answer is Option A.

Reference:

LO-1.3; Page 82-84; Language and culture

EHE #46
In the power dominance model, which factor is most likely to strengthen the buyers' power relative to suppliers?

A. Low price sensitivity among buyers

B. High switching costs for buyers

C. A small number of suppliers for a large number of buyers
D. High availability of substitute products

He: D

MY

Choice D is the correct answer. When numerous substitute products are available, buyers can easily switch suppliers if dissatisfied,
increasing their bargaining power in negotiations.

Incorrect answer:

Choice A- This typically increases supplier power, as a limited number of suppliers can dictate terms to a larger pool of buyers.
Choice B- This would decrease the power of buyers, as they would be less likely to change suppliers due to the costs involved.
Choice C- Ifbuyers are not sensitive to price, they are less likely to negotiate strongly or switch suppliers based on cost, which
decreases their bargaining power.

Reference:

LO-1.4; Page 127-128; Responsible use of power relationships
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