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CIPS L4M1 Exam Syllabus Topics:

Topic Details
¢ Understand and analyse the key steps when procuring goods or services: This section measures that skills
Topic 1 of purchasing managers and procurement officers in identifying and evaluating stages in the sourcing

process, planning, supplier selection, and contract management.

¢ 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
mpact 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
Topic 3 sector-specific procurement managers in understanding different economic and industrial sectors such as
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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
procurement and supply and evaluating cost savings, service improvements, and innovationsu

Topic 4
P contributions.It also measures procurement and supply processes that contribute to added value.

CIPS Scope and Influence of Procurement and Supply Sample Questions
(Q11-Q16):

NEW QUESTION # 11
Describe the key drivers for organisations who operate in the public, private and third sector (25 marks)

Answer:

Explanation:

See the solution in Explanation part below.

Explanation:

- There's 2 main approaches to layout you could take for this question. Firstly, divide your essay into three sections for the public,
private and third sectors and talk about the key drivers for each sector separately.

Alternatively, you could select a couple of drivers and form paragraphs around them, explaining in each paragraph whether the driver
is strong or weak or even applicable for the different sectors.

- Drivers you could talk about include attitudes towards money, survival in the industry, differentiation, need for transparency,
resources available, stakeholders, regulatory compliance

- Your answer should say why these are drivers in each of the industries, whether these drivers are strong or weak and why.
Exanple essay:

Organizations across the public, private, and third sectors operate within different paradigms, driven by distinct motivations and
constraints. Understanding these key drivers is essential for comprehending how these organizations function and achieve their
objectives. This essay explores the fundamental drivers of organizations in each of these sectors, focusing on attitudes towards
money, survival, differentiation, need for transparency, resource allocation, and stakeholder management.

Attitudes Towards Money:

The approach to profit significantly differentiates the sectors. In the private sector, profit is a primary driver, essential for survival and
rewarding shareholders. Conversely, the public sector is not profit-driven; its primary aim s to provide essential services to society,
regardless of financial gain. The third sector, often termed mot-for-profit', also requires profit generation, but uniquely, all profits are
reinvested into the organization to further its ais, rather than being distributed as shareholder dividends. The Public-Sector needs to
'balance the books' but it is not a profit-generating area of the economy. The priority around money is ensuring that taxpayer money
is well spend and that procurement activities represent value for money.

Survival in the Industry:

Survival strategies vary across sectors. Private and third sector organizations must focus keenly on survival, necessitating efficiency
and sound business processes. The public sector, by contrast, can continue operating even when inefficient or running at a deficit, as
seen in cases like local councils operating with budget shortfalls. This difference underscores a greater urgency for efficient
management in the private and third sectors.

Differentiation:

Differentiation is a key driver in the private sector due to competition. Private entities often strive to distinguish their goods or
services to gain a competitive edge, either through cost competitiveness or unique offerings. However, differentiation is less of a
driver in the public and third sectors, where organizations are often sole providers of certain services or focus on specific social
causes without direct competition.

Need for Transparency and Regulatory Compliance:

Transparency and adherence to regulations are paramount in the public and third (not-for-profit) sectors.

These sectors are highly regulated, with public organizations adhering to regulations like the Public Contract Regulations 2015 and
third sector organizations following guidelines set by bodies like the Charities Commission. The public's right to information through
mechanisis like Freedom of Information requests further underscores this need for transparency. In contrast, the private sector
faces less pressure for transparency, though it is not entirely exempt from regulatory compliance.

Resource Availability:

The availability and management of resources are different across sectors. Public and third sector organizations often operate with
limited fimds, making value for money a critical driver. They must achieve their objectives within these financial constraints. In
contrast, the private sector generally has greater flexibility in resource acquisition, able to raise fimds through loans or share sales,
providing them with a broader scope for investment and expansion.

Stakeholder Management:

Stakeholder dynamics vary significantly among sectors. Public and third sector organizations often have a wide range of



stakeholders, though these stakeholders may not wield significant power. Conversely, stakeholders in private organizations, like
employees, can exert considerable influence, as seen in cases where enployees might strike for better working conditions.
Therefore, managing and satisfying stakeholders can be a more pressing concern in the private sector compared to the public sector,
where actions like strikes can be legally restricted.

Conclusion:

In summary, organizations in the public, private, and third sectors are driven by different motivations and constraints. While profit is a
major driver in the private and third sectors, it serves different purposes in each.

Survival strategies, the need for differentiation, transparency requirements, resource management, and stakeholder relations all vary
significantly across these sectors, reflecting the distinct roles and responsibilities they hold in society. Understanding these key drivers
is crucial for anyone looking to navigate or interact with these diverse organizational landscapes effectively.

Tutor Notes:

- Ifyou're asked about different sectors of the economy it can be difficult to know what to talk about. An easy way to remember
topics you can discuss in your essay is the acronym CAROLS which stands for:

Competition, Activity, Responsibilities, Objectives, Legal Restrictions and Stakeholders. This acronym may generate some ideas of
things you can discuss in your essay.

- This question takes some content from different Learning Outcomes throughout LA4. Charities are discussed separately from Public
and Private Sectors in LO 4.4 p.230.

NEW QUESTION # 12
Describe the main differences between a traditional procurement approach and supply chain management approach to buying (25
points)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

- The question is asking you to explain the following:

- With this type of question you would be expected to discuss 3- 5 differences, giving exanples.

Exanple Essay Structure

Introduction - explain what is meant by 'procurement’ and 'SCM' - procurement is the traditional way and is to do with purchasing
goods, SCM is the new way which is a more multifaceted way of securing goods and is the result of longer, more complex and more
globalised supply chains.

Paragraph 1 - the objectives of each approach (5 Rights vs added value) Paragraph 2 - the approach (reactive buying vs proactive
ordering) Paragraph 3 - the way of working (silo working vs cross-finctional working) Paragraph 4 - the relationships with suppliers
(transactional vs collaborative) Conclusion - There are many differences between the two approaches, and different companies may
favour one over the other depending on their specific circumstances. E.g. small organisations that make low value and low risk
purchases may take a traditional procurement approach and large multi-national organisations may require a SRM approach due to
the volume of suppliers and com-plexities of the supply chains.

Example essay:

Procurement and Supply Chain Management (SCM) represent two distinct approaches to acquiring goods, reflecting the evolution
of purchasing practices. Procurement, the traditional method, in-volves the straightforward purchase of goods. In contrast, SCM is a
more intricate approach, born out of longer, more complex, and globalized supply chains. This essay explores the main differences
between these two approaches, highlighting their objectives, methods, ways of working, and suppli-er relationships.

In the traditional procurement approach, the focus is on achieving the "5 Rights" - getting the right goods, in the right quantity, at the
right quality, for the right price, and at the right time. This en-sures efficiency in the purchasing process. On the other hand, SCM
goes beyond these basic objec-tives, aiming to add value to the entire supply chain. This might involve developing strategic rela-
tionships with suppliers, ensuring sustainability, and aligning with broader organizational goals. For exanple, a company employing a
traditional procurement approach might emphasize getting the lowest price, while an SCM approach could involve working with
suppliers to enhance product in-novation or reduce environmental impact.

Secondly, the traditional procurement approach is often reactive, responding to immediate needs or demands. Companies using this
method typically make purchases as required, without a long-term strategy. In contrast, SCM mnvolves proactive ordering,
anticipating future needs and trends. For instance, a company employing SCM might engage in demand forecasting, allowing for
better plan-ning and mventory management. This proactive approach helps prevent stockouts, reduce costs, and enhance overall
supply chain efficiency.

Moreover, traditional procurement often involves silo working, where different departments operate independently. The procurement
team may not collaborate closely with other departments like pro-duction or marketing. In SCM, there's an emphasis on cross-
functional working, breaking down de-partmental barriers for a more integrated approach. For example, an SCM team might work
closely with production to ensure materials are aligned with manufacturing schedules, fostering efficiency and minimizing disruptions.
Lastly, in traditional procurement, the relationship with suppliers is transactional - focused solely on the exchange of goods for



money. Conversely, SCM promotes collaborative relationships, emphasiz-ing long-term partnerships. A company using SCM might
work closely with suppliers to improve processes, share information, and jointly address challenges. For instance, an SCM
approach might involve collaborating with suppliers to implement just-in-time inventory systens, leading to cost savings and
improved responsiveness.

In conclusion, the differences between traditional procurement and SCM are substantial and nu-anced.

While a traditional procurement approach may suit smaller organizations with low-value and low-risk purchases, larger multinational
companies with complex supply chains often find SCM more suitable.

Understanding these differences allows companies to tailor their approach based on their unique circumstances, emphasizing the
importance of flexibility and strategic alignment with organizational goals in the ever-evolving landscape of buying and supply chain
managenment.

Tutor Notes

- This question is taken from learning outcome 1.1.1 (p2 onwards). The new study guide has drasti-cally simplified the information
on this topic compared to the old syllabus (the table above comes from the old syllabus). This may be good news for students in that
you don't need to know as much, but I do wonder if the study guide gives students enough 'content' to write an essay on the subject.
- Ifa question is to come up from LO 1.1 it would be likely be something like: definitions and dif-ferences between procurement and
SCM, difference between a supply chain and a supply network, elements of SCM, or how to add value in the supply chain.

NEW QUESTION # 13

It is important for an organisation to balance achieving Added Value and ensuring processes are compliant.

Explain the consequences of focusing on one area over the other and how an organisation can achieve both in its procurement
activities (25 points).

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

How to approach this question.

- There's many aspects to this question - make sure you're answering them all:

- Explain what added value is and explain what 'ensuring processes are compliant' means (this could be your introduction) Added
Value = achieving more for the same money. May be in producing an item cheaper, or by procuring additional features at no
additional cost. Requires innovation and creativity. The focus is on the outcome. Compliant Processes - this is focusing on the
process, rather than the outcome. Ensuring that purchases are made in line with internal and external rules/ procedures. This may be
following Standard Operating Procedures, purchasing to strict budgets and the exclusive use of e-procurement tools.

- Explain the consequences of focusing on added value over compliance; can result in maverick spending, less visibility for
management, may have additional risks if procuring items without following procedures - this may have legal and financial
repercussions, Time-consuming, May lead to added expenses

- Consequences of focusing on compliance over added value; May foster a silo-mentality, Misses out on flexibility and agility, misses
out on collaborative whole life costs reductions, Procurement finction becomes rigid, inflexible and inwardly focused

- How both can be achieved; 1) Seek to add value only for certain purchases such as capital-expenditure itens and not for others
such as stationary.2) Ensure time is well-spent i.e. focus on added value for purchases where this can be most achieved, and focus
on compliance where there is high risks. 3) Review processes regularly to ensure both goals are being achieved 4) Complete 'lessons
learned' activities after big procurement activities to advise on future procurement activities- were both Added Value and
Compliance achieved? How could this be improved next time?

- these three should form the main body of your essay. Above are many ideas you could explore, you won't have time to talk about
all of them so pick a couple that resonate with you Conclusion - the balance is important Example Essay Added value refers to the
extra worth or enhancement a company provides to a product, service, or process that goes beyond the intrinsic value inherent in the
initial mput. It represents the additional benefits or features that make a product or service more desirable to customers, often
Justifying a higher price or distinguishing it from competitors. Procurement often look to achieve added value in procurement activities
but achieving this whilst remaining compliant (adhering to established laws, regulations, standards, and internal policies) can be tricky.
Achieving a delicate equilibrium between pursuing added value and ensuring stringent compliance in procurement activities is pivotal.
This essay explores the consequences of emphasizing one area over the other and outlines strategies for organizations to successfully
navigate the dual goals of attaining added value and maintaining compliance.

Consequences of Focusing Solely on Added Value:

Prioritizing added value without due consideration for compliance can expose an organization to a myriad of risks. One notable
consequence is the potential compromise of regulatory requirements and legal standards.

For nstance, if a procurement team is solely driven by obtaining cost-effective solutions or innovative products, they may
nadvertently overlook compliance with industry-specific regulations, leading to legal ramifications and reputational damage.
Moreover, an exclusive focus on added value may neglect crucial ethical considerations. An organization, in pursuit of cost savings



or improved efficiency, might engage with suppliers that violate ethical standards or engage in unethical business practices such as
modern day slavery. Such associations can tarish the organization's reputation, eroding the trust of stakeholders and customers
alike.

Consequences of Overemphasizing Compliance:

Conversely, a hyper-focus on compliance without adequate consideration for added value can result in missed opportunities and
suboptimal outcomes. Strict adherence to procedural norms and regulations might lead to an overly bureaucratic procurement
process, hindering innovation and stifling the organization's ability to adapt swiftly to market changes.

Furthermore, an excessive emphasis on compliance might limit engagement with suppliers, stifling creativity and potential
breakthroughs. For instance, a procurement team rigidly adhering to compliance protocols might miss out on collaborating with
smaller, nnovative suppliers that could offer unique and value-added solutions.

Strategies for Achieving Both Added Value and Compliance:

To navigate the delicate balance between added value and compliance, organizations can adopt several strategic approaches. First
and foremost, an organization should establish clear procurement policies and procedures that incorporate both compliance
requirements and avenues for seeking added value. This ensures that all procurement activities align with regulatory standards while
leaving room for innovation.

Effective supplier management plays a pivotal role in achieving this balance. By thoroughly vetting and categorizing suppliers based
on their ability to deliver value and comply with regulations, organizations can strategically align their procurement activities. For
example,suppliers that have a proven track record of compliance can be trusted with critical components, while those offering
innovative solutions may be engaged for projects that prioritize added value.

Leveraging technology is another essential strategy. Implementing advanced procurement software that integrates compliance checks
and offers analytics for value assessment can significantly enhance the efficiency of procurement processes. Automated systens can
streamline due diligence, ensuring that suppliers meet compliance standards while providing insights into their potential to deliver
added value.

Additionally, fostering a culture of collaboration within the procurement team and across organizational departments is crucial.
Encouraging open communication enables different stakeholders to contribute insights on compliance and added value. Cross-
functional collaboration ensures that procurement decisions align with broader organizational goals and values.

In conclusion, the strategic balancing act between achieving added value and ensuring compliance in procurement is indispensable for
organizational success. By recognizing the consequences of favouring one area over the other and adopting a holistic approach, this
safeguards against risks but also positions the organization for sustained growth and competitiveness in the ever-evolving business
landscape.

Tutor Notes:

- Exanples highlight that you understand the material you have studied and can apply it to real life scenarios.

You could take a certain industry or organisation and explain the consequences for them of focusing on one over the other. E.g, In
the construction industry it is very important that organisations achieve compliance i their procurement activities. This includes
ensuring there are robust contracts in place and that legislation such as CDM and Health and Safety is followed. When procuring a
construction contract the danger of focusing on Added Value over compliance is that this may result in key legislation being forgotten
which leads to legal proceedings against the buyer. For example, if the buyer procures a construction contract without fulfilling the
responsibilities outlined in the CDM and H&S regulations, this can result in huge fines for the company and potential jail time for
senior management.

- The risk of focusing on compliance over added value may be in missing out on alternative proposals. For example, if a buyer is
procuring a construction project of a new hospital and they focus too much on compliance, they may not engage in Early Supplier
Involvement or cross-functional working which may bring up alternative ideas such as different ways the hospital could be built. The
alternative ideas may result in higher quality or cost savings which are missed by the buyer. This results in a more costly, or lower-
quality hospital being built.

- Overall, what CIPS are testing you on here is that you understand that the procurement department should aim to achieve both -
it's a balancing act between compliance and added value and this could be viewed as a pendulumt it's important not to swing too
heavily in one direction. That's actually a really good metaphor - feel free to use that in your conclusion!

- study guide p. 114

NEW QUESTION # 14

Examine FIVE ways in which procurement activities can contribute to achieving BrightAid's organisational objectives. (25 marks)
BrightAid BrightAid is a medium-sized charity (not-for-profit) with 20 permanent employees and it uses 400 volunteers to deliver aid
and services to the individuals and groups it serves. Its main aims are to raise awareness of its cause and bring issues to people's
minds to prompt them to donate and/or join campaign activities. The charity depends on these voluntary donations, as without them,
it would not be able to function. It also ains for this support to be continued on a regular basis and must engage with a wide range of
stakeholders (both internal and external). BrightAid is also considering joining a buying group with several other charities and ains to
extend the member's purchasing power and obtain competitive prices for the group members. Recognising that there is increasing
competition in the amount and frequency of donations, the charity is now looking at several ways to increase the amount or
frequency of donations and make its internal processes more efficient and effective. Up to this point, any procurement activities have



been undertaken ad-hoc with no formalised processes.
Answer:

Explanation:

See the solution in Explanation part below.

Explanation:

Five Ways Procurement Activities Can Contribute to BrightAid's Organisational Objectives Procurement plays a critical role in
supporting the operational efficiency and sustainability of a not-for- profit organization like BrightAid. Given its reliance on donations
and volunteers, a structured and strategic procurement approach can help maximize resources, reduce costs, and enhance the
charity's impact. Below are five key ways in which procurement can contribute to BrightAid's organisational objectives.

1. Cost Reduction and Financial Efficiency

* How Procurement Helps:

* Tmplementing a formal procurement strategy ensures that goods and services are sourced at the most cost-effective prices.

* Joining a buying group with other charities can enhance BrightAid's purchasing power, securing bulk discounts and reducing
overhead costs.

* Supplier negotiations and competitive tendering can help maximize value for money on every purchase.

* Tmpact on BrightAid:

* More funds can be allocated to core aid and campaign activities.

* Lower operational costs mean greater financial sustainability and improved service delivery.

2. Enhancing Transparency and Accountability

* How Procurement Helps:

* Implementing clear procurement policies and procedures ensures fair supplier selection, mmnimizing risks of fraud or inefficiencies.
* Establishing a procurement audit process ensures compliance with ethical and legal standards.

* Open and fair supplier engagement strengthens stakeholder trust (donors, volunteers, and partners).

* Impact on BrightAid:

* Increases donor confidence, encouraging repeat and larger donations.

* Ensures resources are used efficiently and ethically, enhancing the charity's reputation.

3. Improving Supply Chain Reliability and Efficiency

* How Procurement Helps:

* Strategic supplier selection ensures consistent delivery of essential goods and services.

* Developing long-term supplier relationships can reduce risks of supply disruptions.

* Procurement can introduce supplier performance reviews to ensure that services meet BrightAid's needs effectively.

* Impact on BrightAid:

* More efficient aid distribution, ensuring beneficiaries receive timely support.

* Reduced operational disruptions, allowing volunteers and staff to focus on charitable work instead of supply issues.

4. Supporting Ethical and Sustainable Procurement

* How Procurement Helps:

* Ethical sourcing policies ensure that supplies (e.g., food, clothing, medical aid) come from responsible and sustainable sources.
* Procurement can help BrightAid select suppliers that align with its mission and values (e.g., fair trade suppliers, environmentally
friendly packaging).

* Working with ethical suppliers enhances CSR (Corporate Social Responsibility) partnerships, attracting more donors.

* Tmpact on BrightAid:

* Increases public trust and donor support, strengthening brand reputation.

* Aligns procurement decisions with the charity's core mission and sustainability goals.

5. Enhancing Operational Effectiveness and Stakeholder Engagement

* How Procurement Helps:

* A structured procurement process ensures timely and cost-effective delivery of goods and services, reducing inefficiencies.

* Procurement professionals can engage stakeholders (staff; volunteers, donors) to understand their needs and improve sourcing
decisions.

* Implementing procurement technology or e-procurement systens can streamline purchasing and reduce administrative burdens.
* Impact on BrightAid:

* Staffand volunteers can focus more on core charitable activities rather than administrative tasks.

* Better stakeholder engagement ensures that procurement aligns with donor expectations, strengthening long-term relationships.
Conclusion

By implementing a structured and strategic procurement finction, BrightAid can significantly improve its financial efficiency, supply
chain reliability, and ethical standards, ultimately enhancing its ability to deliver aid effectively and attract continued donor support.
With growing competition for donations, a well managed procurement process ensures cost savings, improved transparency, and
stakeholder trust, directly contributing to the charity's long-term sustainability and success.



NEW QUESTION # 15
Explain FIVE differences between capital expenditure and operational expenditure categories of spend for an organisation.
(25 marks)

Answer:

Explanation:

See the solution in Explanation part below.

Explanation:

When discussingcapital expenditure (CapEx) and operational expenditure (OpEx)in the context of procurement and supply, it is
essential to understand how they impact an organization's financial planning, decision-making, and procurement strategy. Below
arefive key differencesbetween CapEx and OpEx:

1. Definition and Nature of Spend

* Capital Expenditure (CapEx)Refers to investments made by a company to acquire, upgrade, or maintain physical assets such as
property, machinery, or equipment. These are typically large, one-time purchases that provide long-term benefits.

* Operational Expenditure (OpEx):Involves day-to-day expenses required to run the business, such as salaries, rent, utilities, and
consumables. These costs are necessary for ongoing operations.

2. Accounting Treatment

* CapEx:Considered a long-term investment, it is capitalized and recorded as an asset on the balance sheet. Depreciation or
amortization is applied over the useful life of the asset.

* OpEx:Fully expensed in the profit and loss staterment in the accounting period in which it is incurred. It directly impacts the
organization's profitability in the short term.

3. Budgeting and Approval Process

* CapEx:Requires substantial financial planning, detailed justification, and approval from senior management due to its high-cost
implications. It often involves long-term financial commitment.

* OpEx:Generally included in the organization's operating budget and does not require extensive approval processes, as it consists of
routine expenses necessary for daily business fimctions.

4. Impact on Cash Flow and Financial Planning

* CapEx:Affects cash flow significantly as it requires large upfiont payments. Organizations often finance CapEx through loans,
leasing, or long-term financial strategies.

* OpExRepresents smaller, recurring costs that are easier to manage and predict within the financial year, allowing for more
flexibility in cash flow management.

5. Exanmples of Procurement and Supply Considerations

* CapEx Examples:Purchasing manufacturing equipment, acquiring new office buildings, upgrading IT infrastructure (e.g,, servers,
data centers).

* OpEx Exanmples:Office supplies, utility bills, employee salaries, maintenance and repair costs, software subscriptions.
Conclusion

Understanding the distinction betweencapital expenditure and operational expenditureis essential for procurement and supply
professionals to make informed financial decisions, align with corporate strategy, and ensure efficient resource allocation.
Procurement teams must consider factors such as cost-benefit analysis, fimding sources, and long-term value when determining the
best approach for an organization's spending strategy.

NEW QUESTION # 16

To provide our users with the Scope and Influence of Procurement and Supply (L4M1) latest questions based on the sections of the
actual exam quesions, we regularly update our LAMI1 study material. Also, PracticeVCE provides free updates of CIPS L4AMI
Exam Questions for up to 365 days. For customers who don't crack the CIPS L4M1 test after using our product, Practice VCE will
provides them a refind guarantee according to terns and conditions.
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