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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

Topic 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.

¢ 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 3 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 4 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 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.

CIPS Scope and Influence of Procurement and Supply Sample Questions
(Q21-Q26):

NEW QUESTION # 21
Explain, with examples, the advantages of a Procurement Department using electronic systens (25 marks)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

- Mention of some of the following benefits with at least one example provided against each; cost savings, time savings, more
efficient, higher levels of transparency, easier to access historical records to inform upon decision making, mitigates risks such as
fraudulent spending, easier to track spend against budgets, ensures compliance with regulations, provides 'real-time' information,
paperless communications (so more environmentally friendly), assists in Supply Chain Management and integration with supply
partners.

- I'd suggest 5 is a good amount to aim for

Example Essay

Procurement stands to gain numerous benefits from the adoption of electronic systens. These electronic tools and systems bring
efficiency, accuracy, transparency, and cost-effectiveness to the procurement process. Here are several compelling reasons why
procurement should leverage electronic systens:

Cost savings - the use of electronic tools saves organisations money. Although there is an initial cost outlay, over time the systems
will save the organisation money. For example the use of e-procurement tools can save money by accessing a wider pool of
suppliers. For example, when using an e-sourcing portal, a tender may reach a larger number of suppliers- this makes the tender
more competitive thus driving down prices.

Compared to traditional methods such as phoning suppliers for prices, the use of electronic portals encourages suppliers to 'sharpen
their pencils' and provide the best prices in order to win work. Money is also saved as communication is digital (so there is no costs
for paper and postage).

Time savings - electronic tools automate a lot of processes which saves time. An example of this is e-requisitioning tools where
orders can be placed automatically by a piece oftechnology when quantities of a material reach a certain level. For example, in a
cake manufacturing organisation they may use an MRP system which calculates how many eggs are required per day. The machine
knows that when the company only have 50 eggs left, a new order needs to be issued to the supplier. The MRP system (e-
requisitioning system) therefore saves time as the Procurement department doesn't have to manually pick up the phone to place the
order with the supplier- it is done automatically.

Access to higher levels of information - e-Procurement gives you centralised access to all your data. You can access the system to
look at historical purchases with ease compared to having to dig through folders and filing cabinets. For example, an electronic PO
system will hold details of all historical POs, this means if someone has a question about a PO that was raised 4 months ago, finding
the information is much easier and quicker. Some systens may also be able to provide analytical data such as changes to spend over
time, or which suppliers a buyer spends the most money with. This higher level of information can help inform upon future decision



making. For exanple, if the organisation wishes to consolidate its supplier base it would look through historical data provided by the
electronic system to find out which suppliers are used the least and remove these from the 'pre-approved supplier list'. This level of
data might not be available in manual systemns.

Better budget tracking - using electronic systens allows for real-time information to be collected which allows Procurement
Managers to see where spend is compared to forecasts and budgets. An example of'this is in the use of Pre-Payment Cards - rather
than giving staff members petty cash to make transactions and having to chase this up and collect receipts and change, a pre-
payment card usually comes with an online portal where a manager can see what has been purchased and the remaining budget on
that card for the month. A manager may be able to see for example that a member of staff has spend £300 of their allotted £500
monthly allowance.

Higher levels of transparency and control - using E-procurement tools allows an organisation to track who is ordering what. For
example, an e-requisitioning tool may allow Procurement Assistants to make purchases up to £500 but set an automatic escalation if
they try to buy something of higher value. This allows for Management to have greater levels of visibility and more control over
spending. Another example of transparency and control is in the use of e-sourcing tools to run a competitive tender exercise. All
commumnication between the buyer and suppliers is tracked on the system and award letters can be sent via the system too. This
reduces the risk of information being lost.

Environmental benefits- the use of e-procurement tools means that there is less paperwork involved. For example, rather than
creating a physical PO which needs to be signed by a manager, an electronic system can allow a manager to sign-off the purchase by
clicking a button. This means there is no requirement for the document to be printed. This saves paper and thus has a positive on the
environment. Using electronic systems may help an organisation achieve their environmental targets.

In conclusion there are numerous benefits for procurement to adopt e-procurement tools. Depending on the sector and requirements
of each individualised company, some advantages may be more pertinent than others, but it is undeniable that technology is helping
to shape the industry into a value adding finction of organisations.

Tutor Notes

- With an essay like this you could use subheadings and number the advantages if you like. It's a good idea to do one advantage per
paragraph and using formatting really helps the examiner to read your essay.

- study guide p.108

NEW QUESTION # 22
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 nvestments 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 (OpEXx):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 statement 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 mvolves 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 finctions.

4. Impact on Cash Flow and Financial Planning

* CapEx:Affects cash flow significantly as it requires large upfront 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. Exanples of Procurement and Supply Considerations



* CapEx Examples:Purchasing manufacturing equipment, acquiring new office buildings, upgrading I'T 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, flinding sources, and long-term value when determining the
best approach for an organization's spending strategy.

NEW QUESTION # 23
Explain, with exanples, the three different ways one can categorise procurement spend: direct vs indirect, capital expenditure vs
operational expenditure and stock vs non-stock itemrs. (25 points)

Answer:

Explanation:
See the solution inExplanation partbelow.
Explanation:
The knowledge to remember:
A table with text on it Description automatically generated

Direct Indirect
Incorporated into goods; raw materials, ancillary item; MRO supplies
components and WIP
effects customer satisfaction and reputation | na effect on customer satisfaction
relationship with supplier is collaborative relationship is one off, transactional
and long-term

objective = continuity of supply objective = take advantage of promotions
carried out by procurement - high risk may be ca low risk
In Accounting included as "cost.of goods sold' | considere

Part of Porter’s Value Chain Support Activities 'of the business

Operational Expendi T T apital Expenditure
day-to-day costs - consider 5 AU} e Brsider TCO and buy vs

Spec more conformance o] SPEC Mote parformance

regular purchasing one off purchase

supplier relationships more important- bulk supplier relatiofships notimportant as
buying. collaborative one off - transactional

itemn could fall anywhere on Kraljic matrix item is strategic- high value and high risk
(Kraljic)

Supply chain risks @re great less supply chain risk

may have preferred supplier list use full tender to procure

may require justification for purchasing:
doesn't require justification to purchase as feasibility study, business case, work out
core requiremeant for business to function payback period etc

Stock Non-5tock
Buy to put in inventory Buy to use straight away
Retail Lean Manufacturing / IT
Stock to forecasting - order sunglasses in Feb | Stock to order - ordered when required
to sell in Summer e.g., in Construction - items incorporated
straight away

Has stock holding costs Use economic r Quantities to
minimise st (Vs
Risks if item becomes obsolete (perishable) | Risks if order

issues with supply chdin' ™ Hrrne !

Essay Plan :

Remember to include examples for each of'the six categories of spend. This is specifically asked for in the question so it's important
to include as many examples as you can. To do this you could take an example organisation such as a cake manufacturer and explain
which of their purchases would fall into each category and why.

Introduction - explain why procurement categorises spend

- Direct - these are items that are incorporated into the final goods (the cakes) so would include raw materials such as flour, eggs,
sugar etc

- Indirect - these are items that the company needs, but don't go into the end product. For example, cleaning products and MRO
supplies for the machines



- Capital Expenditure- these are large one-off purchases, such as buying a new piece of equipment such as a giant oven to cook the
cakes.

- Operational Expenditure - these are purchases that are required to ensure the business can function day-to-day. They may include
PPE for the workers in the factory and cleaning equipment

- Stock items - these are items procured in advance and held in nventory until they are needed. In a cake manufacturing factory this
could be PPE for staff such as hairnets and gloves. The organisation will buy these in bulk and keep themin a stock cupboard, using
these as and when they are required

- Non- stock iters - itens that are not stored and used right away. An example would be eggs- these will need to be put directly
into the cakes as they would go off if bought in advance.

Conclusion - the categories are not mutually exclusive - an item can be direct and operational, or indirect and stock. Different
companies may use different systens to classify items of spend.

Example Introduction and Conclusion

Introduction

Procurement categorizes spend to efficiently manage resources and make strategic decisions. Three primary ways of categorizing
procurement spend include distinguishing between direct and indirect spend, classifying expenditures as capital or operational, and
categorizing iters as stock or non-stock. These distinctions aid organizations in optimizing their procurement strategies for better
resource allocation.

Conclusion:

In conclusion, categorizing procurement spend into direct vs. indirect, capital vs. operational, and stock vs.

non-stock ites is essential for strategic resource management. While these categories provide a structured framework, they are not
mutually exclusive, as an item can fall into muiltiple categories. For example, an item may be both direct and operational or indirect
and stock. The flexibility of these categories allows organizations to tailor their procurement strategies based on their specific needs,
ensuring efficient resource allocation and effective supply chain management. Different companies may adopt varying categorization
approaches depending on their industry, size, and operational requirerments.

Tutor notes:

- Because you've got 6 categories of spend to talk about you're only going to need 3-4 sentences for each.

Providing you've said the category, explained what it is and given one example, you'll absolutely fly through this type of question

- You could also mention that it is useful to use categories of spend as this helps with budgeting. Different categories may also have
different processes to follow for procuring the item (this could form part of your introduction or conclusion).

- This subject is LO 1.3.2 it's quite spread out in the text book but the main info is on p.49

- Note- different companies/ industries classify items of spend differently. Particularly packaging and salaries.

Some say they're direct costs and some say they're indirect costs. Honestly, it's a hotly debated subject and I don't think there is a
right or wrong, 1'd just avoid those two examples if you can and stick to ones that aren't as contentious like eggs and PPE.

NEW QUESTION # 24
What is an electronic system? Describe the following: e-requisitioning, e-catalogues, e-sourcing, e-payment technologies (25 marks)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

How to approach this question:

- Your response will need 5 definitions. For 25 points that means 5 points per section so think about the level of detail you'll need to
include. It would be 5 points for electronic system (i.e. your introduction and conclusion), and then do a paragraph on each of the
technologies. In the description you could talk about why it's used and the advantages, and give some examples if you know any.

- Definition of electronic system - a system which uses some form of technology and automates a procurement process than would
otherwise have been completed manually.

- E-Requisitioning - a way of ordering goods or services. Includes the use of ntegrated ordering systems such as: ERP/ ERP 11 /
MRP / MRP 11

- E-Catalogue- an electronic display of what goods can be ordered. A simple example of this may be a supplier displaying the goods
they offer on their website and the prices to purchase the goods.

- E-Sourcing - this involves the early stages of the tender process- using an electronic portal to find a supplier and / or conduct a
tender exercise.

- E-Payment - the P2P part of the cycle (procure to pay) - may involve electronic POs and Invoices, BACS, CHAPS and SWIFT
payment systems, and the use of Purchasing Cards Example essay:

Electronic systers, commonly refered to as E-procurement, is the business-to-business or business-to-consumer purchase of goods
or services, typically using the Internet or other information/ networking systems such as ERP systers. It has developed in the past
20 years as technology has improved and replaces time-consuming manual processes and is now considered the normi. Electronic
systerms and e-procurement can be used throughout the entire supply chain- not just between a single buyer and supplier.



Exanples of electronic systems including the following;

E-requisitioning

This is often used in manufacturing organisations to order raw materials. An electronic 'bill of materials' is created and stock levels
are automatically updated. As materials get used and a pre-determined level is reached, this triggers a new order which is placed via
an e-requisitioning system such as MRP. It is a technological version of the traditional kan-ban (2 bin) system. E-requisition tools are
often cloud-based. It helps buyers simplify the buying process, track orders and provides higher levels of visibility on spend. The
main disadvantage to this technology is that it requires technology interfacing between the buyer and suppler, which may be
expensive.

E-catalogues

This is a digital or online version of a catalogue- a document that details what you can buy and at what price.

There are two main types - buy side catalogues and sell side catalogues. A buy-side catalogue is an internal system used by a buyer
which hosts a list of pre-approved suppliers from whom purchases can be made. It may include details of commonly bought items
and the prices. The use of this reduces maverick spending and ensures consistency in purchases (e.g. whenever lightbulbs need to be
ordered, the same lightbulbs are ordered so the office lighting is consistent). A sell-side catalogue is provided by a supplier and
details what they offer- it often includes prices, any discounts for bulk buying and may also let buyers know of availability (e.g, the
website may say only two itens remaining). This may be as simple as a price list on their website, available for anyone to view.
E-sourcing

This is a tool that helps a buyer find the most suitable supplier. Examples include e-tendering websites where a buyer can host a
competition to find a supplier. E-auctions are also a type of e-sourcing tool. The tool (often a website) hosts all of the tendering
documents and allows for buyers and suppliers to communicate during the tender process (for example if there are any clarifications
needed on the specification). Using this tool allows for transparency and equal treatment, but also saves time in conmpleting the tender
exercise. PQQs can be automated and some e-sourcing tools include the use of Artificial Intelligence which can 'read' tender
submissions and automatically exclude suppliers who do not fulfil the required criteria.

E-payment technologies

These are methods to pay for goods and services that replace the need for cash and cheques. Examples include online bank
transfers, electronic Purchase Orders and Invoices and the use of Pre-Payment cards. These act like credit cards for employees to
use when they need to buy supplies. For example, if you have a maintenance team that frequently need to purchase low-value iterms
like screws and paint, you could issue the team with a Pre-Payment card with a certain limit (e.g. £500/ month) so they can buy what
they need. The company will then automatically be sent a monthly nvoice for all of the purchases. This saves time from having to
issue the maintenance team with petty cash for the purchases and allows for greater visibility over spend (e.g. how many screws are
typically bought per year?). Another typical use is for staff travel.

In conclusion, procurement teans benefit significantly from leveraging electronic tools, including e-requisitioning, e-catalogues, e-
sourcing, and e-payment technologies. The adoption of these electronic tools brings about various advantages that enhance
efficiency, transparency, cost-effectiveness, and overall effectiveness in the procurement process. Moreover E-procurement tools
has helped develop the procurement finction into a professional and respected function and allows for a more pro-active rather than
reactive approach to purchasing,

Tutor Notes:

- Fun Fact! In the public sector, it is mandated that electronic systens are used in procurement (Public Contract Regulations 2015)
as this helps to achieve the objectives of transparency and equal treatment. Where manual systens are used, it is easy to manipulate
the tender process. For example, a buyer could read some tender submissions before the deadline for submission and no one would
know, but with an electronic system this is impossible as it locks evaluators out until the deadline has passed and all bidders have
submiitted their responses. (note PCR 2015 is being replaced in 2024- details are still TBC but the above fun fact will still remain in
the new legislation- they're definitely still going to make it compulsory).

- You could also mention the names of systems if you know any. For example, e-sourcing tools include MyTenders.com and Delta
E-Sourcing. PO / Invoice systens include Sage, Xero and QuickBooks.

- The question doesn't ask for advantages of using these technologies but you could mention this in your answer. Just be sure that
this isn't the focus of your response- the question asks specifically for you to DESCRIBE the systens so detailedExplanation:s and
examples are where you will secure the most points.

- p.108

NEW QUESTION # 25
What is a Public Sector organisation and what are the main objectives of organisations in the Public Sector?
(25 points)

Answer:
Explanation:

See the solution inExplanation partbelow.
Explanation:



How to approach this question

- For the first part of the question you should look to give a definition of the public sector, think about it's characteristics and give so
examples e.g. local government, hospitals, libraries.

- For the second part try to explain 4-5 objectives. Try to remain as broad as you can - think about objectives that all public sector
organisations have in common rather than anything very specific to one organisation, what the question is looking for is the higher
level, more broad aims.

Example Essay

A public sector organization, is a branch of government responsible for providing a wide range of services and functions to citizens
and communities. It is finded by taxpayers' money and operates under governmental authority at various levels, including federal,
state, and local governments. Public sector organizations can encompass government departiments, agencies, authorities, and public
enterprises. The main objectives of these organizations are multifaceted, aimed at serving the public interest and ensuring the efficient
functioning of society. Examples include hospitals, schools and libraries. In this essay, we will explore the primary objectives of
public sector organizations: improving services, achieving value for money, supporting communities and social value, and promoting
equality, diversity, and inclusion (EDI).

Improving Services:

One of'the central objectives of public sector organizations is to enhance the quality and accessibility of services provided to the
public. These services can range from healthcare and education to transportation and public safety. The focus is on improving the
well-being of citizens by ensuring that essential services are accessible, efficient, and responsive to evolving societal needs. For
example, public healthcare systens aimto deliver high-quality medical services to all citizens, striving to reduce health disparities and
provide equitable care.

Value for Money:

Public sector organizations are entrusted with the responsible and efficient use of public finds. Achieving value for money is a critical
objective, ensuring that taxpayer money is spent wisely and that resources are allocated efficiently. Government agencies are tasked
with optimizing budgets, reducing waste, and delivering services in a cost-effective manner. For instance, public infrastructure
projects must be designed and executed to maximize benefits while minimizing costs and delays.

Supporting Communities and Social Value:

Public sector organizations play a pivotal role in supporting communities and generating social value. This objective nvolves
initiatives and policies aimed at fostering community well-being, economic development, and social cohesion. It includes activities
such as urban planning, affordable housing mitiatives, and community development programs. By focusing on supporting
communities, public sector organizations contribute to the overall betterment of society, creating opportunities and improving the
quality of life for residents. In the UK it is a legal requirement for all large public sector contracts to consider Social Value, in line
with the Social Value Act 2012.

Equality, Diversity, and Inclusion (EDI):

Promoting equality, diversity, and inclusion is another findamental objective of public sector organizations.

These organizations are tasked with ensuring that all citizens are treated fairly and have equal access to opportunities and services.
This objective encompasses anti-discrimination policies, diversity hiring practices, and prograns that address societal inequalities.
Public sector entities strive to create environments where individuals of diverse backgrounds can thrive and participate fully in public
life, regardless of race, gender, age, disability, or other characteristics.

In conclusion, public sector organizations serve as key agents in addressing societal needs and promoting the common good. Their
objectives encompass improving services,achieving value for money, supporting communities and social value, and promoting
equality, diversity, and inclusion (EDI). By pursuing these objectives, public sector organizations contribute to the welfare and
development of society, ensuring that public resources are utilized efficiently and equitably. They play a vital role in shaping the
overall well-being and progress of their respective communities and nations.

Tutor Notes

- The study guide talks about the main objective of the public sector as being 'to improve services'. This is true, but in reality, the
public sector may be the only people providing that service. They may be providing a service that the private sector can't or won't
because it's simply not profitable. An example is the Forestry Commission which looks at protecting forests and conducting research
on forests. No private sector organisation is going to do that because there's simply no money in it.

- With a lot of public sector organisations there are competing private sector organisations, just look at medical care and the rise of
private health insurance. Same with transport. This essay doesn't ask you to talk about this, and it is outside of the scope of the study
guide but it's an interesting observation: traditionally the aim of the public sector was to serve the public, nowadays it's actually
competing with private sector organisations to do this!

- Social Value Act for anyone who's not familiar: Social Value Act: information and resources - GOV.UK (www.gov.uk)

NEW QUESTION # 26

To attempt the CIPS LAMI exam optimally and ace it on the first attempt, proper exam planning is crucial. Since the Scope and
Influence of Procurement and Supply (LAMI) exam demands a lot of time and effort, we designed the Scope and Influence of



Procurement and Supply (LAM1) exam dumps in such a way that you won't have to go through sleepless study nights or disturb
your schedule. Before starting the Scope and Influence of Procurement and Supply (LAM1) preparation, plan the amount of time
you will allot to each topic, determine the topics that demand more effort and prioritize the components that possess more weightage
in the Scope and Influence of Procurement and Supply (LAM1) exam
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