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

2. Services cannat be separated from thedr supplien:

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

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

5. Products are easier to specily, being tangible

02. Explain THREE circumstancas in which a compatitnee lendering exarcise 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 mlermnal service;

= laEson with 1S CUSIMEens;

= anlicipating future demand;

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

03, A manufaciurer of electrically powered tools for the enginganng indusiry consisls
of four separate business units, each of which undanakes (8 own purchasing
activites.

BONUS!!! Download part of Braindumps VCE LAMI1 dumps for free: httpsz/drive.google.com/open?
id=1ZihbszZlIMEBHS5zw_wrG7TDMWRS5Nhen-

After going through all ups and downs tested by the market, our LAM1 real dumps have become perfectly professional. And we
bring the satisfactory results you want. Both theories of knowledge as well as practice of the questions in the LAM1 Practice Engine
will help you become more skillful when dealing with the LAM1 exam. Our experts have distilled the crucial points of the exam into
our LAM1 study materials by integrating all useful content into them.

CIPS L4M1 Exam Syllabus Topics:

Topic

Details

Topic 1

¢ 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
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.

Topic 2

e 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
inunderstanding 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

Topic 3 procurement and supply and evaluating cost savings, service improvements, and innovationsu

contributions.It also measures procurement and supply processes that contribute to added value.
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High Pass-Rate L4M1 New Test Camp and Reliable L4M1 Latest Mock Test
& Excellent Reliable Scope and Influence of Procurement and Supply Exam
Simulator

Try to have a positive mindset, keep your mind focused on what you have to do. Self- discipline is important if you want to become
successful. Learn to reject temptations. As old saying goes, no pains no gains. Learning our LAM1 preparation materials will help
you calm down. What you have learned will finally pay off. With the L4M1 Certification, you can have more oppotunities to the
bigger companies. And our L4AM1 exam guide is condersidered the best aid to obtain the certification.

CIPS Scope and Influence of Procurement and Supply Sample Questions
(Q38-Q43):

NEW QUESTION # 38
Describe the CIPS Code of Conduct providing examples of how an organisation can ensure compliance with the standard (25
points)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

How to approach this question:

- This is the type of question you either know or you don't. You can't really guess it. So do memorise it.

There's not really a shortcut here.

- The CIPS Code of Conduct is an ethical standard and framework which is used profession-wise. The purpose is to standardise
ethics across the profession.

- There are 5 aspects to the Code of Conduct: enhance and protect the standing of the profession, promote the eradication of
unethical business practices, maintain integrity in all business relationships, enhance proficiency and stature of the profession and
ensure full compliance with law and regulations.

Exanmple Essay:

The Chartered Institute of Procurement & Supply (CIPS) Code of Conduct is a comprehensive set of principles and standards that
guide the ethical conduct of procurement and supply professionals. Adhering to this code is crucial for maintaining integrity,
transparency, and responsible behaviour within the procurement profession. Here's an overview of the CIPS Code of Conduct along
with examples of how organizations can ensure compliance with these standards:

1 - Enhance and protect the standing of the profession.

This means don't bring the profession into disrepute by your actions, don't accept gifts or offers of hospitality and to be aware that
behaviour outside work reflects one's reputation as a professional. An organisation can implement training prograns to educate
procurement professionals about the importance of maintaining high standards of professionalism and integrity in their interactions
with suppliers and stakeholders.

2 - Promote the eradication of unethical business practices.

This means fostering awareness of human rights, fraud and corruption issues in business relationships, responsibly managing business
relationships if unethical practices come to light, undertaking due diligence (in respect to forced labour, fraud, corruption) and
continually develop one's own personal knowledge of ethical issues. Promoting the eradication of unethical business practices
requires a comprehensive and proactive approach from organizations. This involves having a strong CSR policy, having
whistleblowing protection and reporting mechanisirs, and conducting due diligence on the supply chain.

3 - Maintain integrity in all business relationships.

An organisation can show compliance with this by; rejecting improper business practices, never using authority for personal gain,
declaring conflicts of interest, giving accurate information, not breaching confidentiality, striving for genuine, fair and transparent
competition and being truthful about skills and experience. An exanple of this is for an organisation to sever ties with unethical
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businesses. One notable example of a retailer terminating a relationship with a supplier due to ethical reasons is the case of H&M
and its decision to cut ties with a Chinese yarn producer in Xinjiang province. H&M, a global fashion retailer, announced in early
2021 that it would no longer source cotton from Xinjiang due to concerns over forced labour and human rights abuses associated
with cotton production in the regjon.

4 - Enhance proficiency and stature of the profession.

Activities which would demonstrate compliance with this includes: Continual development of knowledge and skills, fostering the
highest standards of competence in staff members at the organisation and optimising the responsible use of resources. For
procurement staff] this could involve becoming MCIPS qualified, and even once qualified, completing routine CPD (Continued
Professional Development) to ensure their knowledge and skills remain updated and relevant. They should also strive to share their
knowledge with the wider organisation.

5 - Ensure full compliance with law and regulations.

An organisation can demonstrate compliance with the standard by proving they: follow the law in all countries they do business in,
fulfilling all contractual obligations and following the CIPS guidance on professional practice. Compliance can include aspects of
fiduciary responsibility such as paying the correct level of tax and filing returns on time, as well as compliance to legislation such as
the Health and Safety at Work Act 1974 and the Equalities Act 2000.

In conclusion, the CIPS Code of Conduct is a voluntary standard for organisations to follow but it sets a high standard for the
industry. By following the CIPS Code of Conduct organisations can enhance their reputation and levels of trust among stakeholders,
as well as being reassured that following these clear ethical guidelines contribute to a positive workplace culture, boosting employee
morale and commitment by fostering a sense of shared values.

Tutor Notes:

- Under the previous syllabus CIPS asked this question a lot. If you memorise one thing from the study guide I'd recommend it be
this. Even if it doesn't come up as a stand-alone question, you can work it into more general essays about ethics- so it is useful to
know.

- For a top score, try to give deep examples. So where you have said 'responsibly managing business relationships' you could
explain what this means in practice- by ensuring fair contract terins are put in place, holding suppliers to account when they do
something wrong and not exploiting smaller suppliers. Where you have said 'complete Due Diligence' you could mention that this
would be completed before awarding a contract to a supplier and would nvolve looking at a supplier's history and supply chain to
ensure that they have not been nvolved i any crimes (fraud etc) or unethical behaviour (such as polluting the environment).

The more in depth you go, the more you show the examiner your understanding, and the higher you'll score.

- p. 137 or here: Cips Code of Conduct | CIPS Note the study guide talks on p. 132 about the CIPS Code of Ethics, which is
slightly different. The Code of Conduct is the main one to learn.

NEW QUESTION # 39

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 fimction. It also ais 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
msupporting the operational efficiency and sustamabilityof a not-for- profit organization likeBrightAid. 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 toBrightAid's organisational objectives.

1. Cost Reduction and Financial Efficiency

* How Procurement Helps:

* Tmplementing aformal procurement strategyensures that goods and services are sourced at the most cost-effective prices.

* Joining abuying groupwith other charities can enhance BrightAid'spurchasing power, securing bulk discounts and reducing
overhead costs.

* Supplier negotiations and competitive tendering can helpmaximize value for moneyon every purchase.

* Tmpact on BrightAid:



* More funds can be allocated to coreaid and campaign activities.

* Lower operational costs meangreater financial sustainabilityand improved service delivery.

2. Enhancing Transparency and Accountability

* How Procurement Helps:

* Implementingclear procurement policiesand procedures ensuresfair supplier selection, mmimizing risks of fraud or nefficiencies.
* Establishing aprocurement audit processensures compliance with ethical and legal standards.

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

* Impact on BrightAid:

* Increases donor confidence, encouragingrepeat 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 ensuresconsistent deliveryof essential goods and services.

* Developinglong-term supplier relationshipscan reduce risks of supply disruptions.

* Procurement can introducesupplier performance reviewsto ensure that services meet BrightAid' s needs effectively.

* Impact on BrightAid:

* Moreefficient aid distribution, ensuring beneficiaries receive timely support.

* Reducedoperational 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 andsustainable sources.
* Procurement can help BrightAid select suppliers that align withits mission and values(e.g., fair trade suppliers, environmentally
friendly packaging).

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

* Impact on BrightAid:

* Increasespublic trustand donor support, strengthening brand reputation.

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

5. Enhancing Operational Effectiveness and Stakeholder Engagement

* How Procurement Helps:

* A structured procurement process ensurestimely and cost-effectivedelivery of goods and services, reducing inefficiencies.

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

* Tmplementing procurementtechnology or e-procurement systemscan streamline purchasing and reduce administrative burdens.
* Tmpact on BrightAid:

* Staff and volunteers can focus more oncore charitable activitiesrather than administrative tasks.

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

By implementing astructured and strategic procurement finction, BrightAid can significantlyimprove its financial efficiency, supply
chain reliability, and ethical standards, ultimately enhancing its ability to deliver aid effectivelyand attract continued donor support.
With growing competition for donations, a well managed procurement process ensurescost savings, improved transparency, and
stakeholder trust, directly contributing to the charity'slong-term sustainability and success.

Bottom of Form

Top of Form

NEW QUESTION # 40
What is a Code of Ethics? What should an Ethical Policy Contain? What measures can an organisation take if there is a breach of
their Ethical Policy? (25 points)

Answer:

Explanation:

See the solution in Explanation part below.

Explanation:

- Firstly give a short definition of Code of Ethics: a docurment that sets out moral principles or values about what is right and wrong,
- What an Ethical Policy should contain: Condition of workers, Environment, H+S, Discrimination, Gift / Bribery Policy,
Whistleblowing, Confidentiality, Fair Dealings, Declaration of Conflict of Interests. You won' t have time to go into depth on all of
these, so pick a few where you want to give an exanmple.

- Measures to take if there is a breach: depending on what the breach is and who breached it this could include: education/ training,
sanctions, blacklisting, reporting to authorities, publicise the issue, use a performance improvement plan, issue warnings, dismissal.



Exanple Essay:

A code of'ethics is a formal document or set of principles that outlines the values, ethical standards, and expected conduct for
individuals within an organization. It serves as a guide for employees and stakeholders, shaping their behaviour and decision-making
to align with the organization's ethical framework. It may take the form of a Mission Statement, Core Values, Specific Guidelines or
established reporting mechanisims. The purpose of the Code is to establish standards, promote integrity, mitigate risks and build
trust- with both internal and external stakeholders.

A Code of Ethics may contain the following;

- Condition of workers - stating what the company will provide to the employees to make sure the environment is safe. This could
include the physical environment but also hours worked, opportunities for breaks etc. Depending on the sector it could detail shift
patterns, expectations regarding overtime and compensation.

- Environment - this section would discuss compliance with legislation regarding pollution, disposal of waste materials etc. Depending
on the company's goals- they may have higher commitments to the environment than those imposed by the government. Additional
commitments may include NetZero targets or the use of renewable sources of energy.

- H+S- Health and Safety. Ensuring that the working environment is free of hazards and that workers have the training and
equipment they need to complete the work safely. E.g. PPE

- Discrimination- a promise not to discriminate based on any characteristic. Aligns with the Equalities Act.

Policy should include how the company would handle situations, for example if an employee reports an issue of discrimination or
harassment. This may involve the use of a whistleblowing hotline or details on how to contact HR.

- Gift / Bribery Policy - this area of the code of conduct would explain whether the company allows staff members to receive gifts
(e.g from suppliers) and the processes to complete if they do (e.g. return the item, complete an internal document, donate the gift to
charity). Different companies and industries will have different rules surrounding this, the Public Sector is much more likely to reject
gifts from suppliers for example.

- Declaration of conflict of interests- this explains what staff should do if there is a conflict. For example if they are running a tender
and their father owns one of the suppliers who is bidding for the work. The conflict of interest policy will explain what the person
should do, how to report it and have mechanisis in place to ensure that nothing untoward could come of the situation. This may be
having another member of staff mark the tender to ensure unbiasedness.

Measures to take in case of a breach

A response to a breach will depend on who breached the policy - whether this is an employee or a supplier. It will also depend on
the severity of the breach.

Remedies for a supplier breach could include: education / training if the breach is minor. Supplier development if the relationship with
the supplier is very important (for example if there are no other suppliers the buyer could turn to) and the breach is minor. If the
breach is major such as fraud or misappropriation of fnds, a buyer could look to issue sanctions, claim damages and dismiss the
supplier. There could be options to claim liquidated damages if this is included in the contract. For very serious offenses the buyer
may blacklist the supplier- never use them ever again and could also report the issue to the police if the breech is also criminal (e.g.
modern slavery or fraud).

Remedies for an employee breach could include: for minor breaches training may be required, particularly if it was a junior member
of'the teamand it was an innocent mistake like forgetting to fill out a form when they received a Gift. The employee could be
carefully monitored and put on an Improvement Plan. If internal issues are found, such as several staff are breaching the Code of
Ethics, senior management could look to review policies to make sure issues are being flagged and responded to in the best way.
Employees who fail to follow the Ethical Policy, either through routinely failing to adhere to it or through a major breach could be
dismissed from the organisation. There would need to be strong evidence of this.

In conclusion it is important for all organisations regardless of size of industry to have an Ethics Policy.

Sharing the code of ethics with staffis a findamental step in embedding ethical principles into the organizational culture. Regular
communication and training reinforce these principles, fostering a shared commitment to ethical behaviour across all levels of the
organization.

Tutor Notes

- Inan essay like this it's always a good example to use examples. They can be hypothetical - you don't have to know any
company's Ethics policy off by heart. E.g. Ifa supplier breached a buyer's Ethical Policy by employing Child Labour in their
factories, an appropriate measure for the buyer to take would be to cancel the contract and find another supplier. This is because not
only is Child Labour illegal, the buyer will not want to be associated with this supplier as it will have negative repercussions on their
image. The best response would therefore be to distance themselves from the supplier.

- Code of Ethics and an Ethics Policy are the same thing. Just different language. The terms can be used interchangeably

- Study guide p. 128

NEW QUESTION # 41
What is a Code of Ethics? What should an Ethical Policy Contain? What measures can an organisation take if there is a breach of
their Ethical Policy? (25 points)

Answer:



Explanation:

See the solution inExplanation partbelow.

Explanation:

- Firstly give a short definition of Code of Ethics: a document that sets out moral principles or values about what is right and wrong.
- What an Ethical Policy should contain: Condition of workers, Environment, H+S, Discrimination, Gift / Bribery Policy,
Whistleblowing, Confidentiality, Fair Dealings, Declaration of Conflict of Interests. You won't have time to go into depth on all of
these, so pick a few where you want to give an example.

- Measures to take if there is a breach: depending on what the breach is and who breached it this could include:

education/ training, sanctions, blacklisting, reporting to authorities, publicise the issue, use a performance improvement plan, issue
warnings, dismissal.

Exanple Essay:

A code of'ethics is a formal document or set of principles that outlines the values, ethical standards, and expected conduct for
individuals within an organization. It serves as a guide for employees and stakeholders, shaping their behaviour and decision-making
to align with the organization's ethical framework. It may take the form of a Mission Statement, Core Values, Specific Guidelines or
established reporting mechanisms. The purpose of the Code is to establish standards, promote integrity, mitigate risks and build
trust- with both internal and external stakeholders.

A Code of Ethics may contain the following;

- Condition of workers - stating what the company will provide to the employees to make sure the environment is safe. This could
include the physical environment but also hours worked, opportunities for breaks etc. Depending on the sector it could detail shift
patterns, expectations regarding overtime and compensation.

- Environment - this section would discuss compliance with legislation regarding pollution, disposal of waste materials etc. Depending
on the company's goals- they may have higher commitments to the environment than those imposed by the government. Additional
commitments may include NetZero targets or the use of renewable sources of energy.

- H+S- Health and Safety. Ensuring that the working environment is free of hazards and that workers have the training and
equipment they need to complete the work safely. E.g. PPE

- Discrimmation- a promise not to discrimnate based on any characteristic. Aligns with the Equalities Act.

Policy should include how the company would handle situations, for example if an employee reports an issue of discrimination or
harassment. This may nvolve the use of'a whistleblowing hotline or details on how to contact HR.

- Gift / Bribery Policy - this area of the code of conduct would explain whether the company allows staff members to receive gifts
(e.g from suppliers) and the processes to complete if they do (e.g. return the item, complete an internal document, donate the gift to
charity). Different companies and industries will have different rules surrounding this, the Public Sector is much more likely to reject
gifts from suppliers for exanple.

- Declaration of conflict of interests- this explains what staff'should do if there is a conflict. For example if they are running a tender
and their father owns one of the suppliers who is bidding for the work. The conflict of interest policy will explain what the person
should do, how to report it and have mechanisms in place to ensure that nothing untoward could come of the situation. This may be
having another member of staff mark the tender to ensure unbiasedness.

Measures to take in case of a breach

A response to a breach will depend on who breached the policy - whether this is an employee or a supplier. It will also depend on
the severity of the breach.

Remedies for a supplier breach could include: education / training if the breach is minor. Supplier development if the relationship with
the supplier is very important (for example if there are no other suppliers the buyer could turn to) and the breach is minor. If the
breach is major such as fraud or misappropriation of flinds, a buyer could look to issue sanctions, claim damages and dismiss the
supplier. There could be options to claim liquidated damages if this is included in the contract. For very serious offenses the buyer
may blacklist the supplier- never use them ever again and could also report the issue to the police if the breech is also criminal (e.g.
modern slavery or fraud).

Remedies for an employee breach could include: for minor breaches training may be required, particularly if it was a junior member
of'the teamand it was an nnocent mistake like forgetting to fill out a form when they received a Gift. The employee could be
carefully monitored and put on an Improvement Plan. If internal issues are found, such as several staff are breaching the Code of
Ethics, senior management could look to review policies to make sure issues are being flagged and responded to in the best way.
Employees who fail to follow the Ethical Policy, either through routinely failing to adhere to it or through a major breach could be
dismissed from the organisation. There would need to be strong evidence of this.

In conclusion it is important for all organisations regardless of size of industry to have an Ethics Policy.

Sharing the code of ethics with staff'is a findamental step in embedding ethical principles into the organizational culture. Regular
communication and training reinforce these principles, fostering a shared commitment to ethical behaviour across all levels of the
organization.

Tutor Notes

- In an essay like this it's always a good example to use examples. They can be hypothetical - you don't have to know any
company's Ethics policy off by heart. E.g. If a supplier breached a buyer's Ethical Policy by employing Child Labour in their
factories, an appropriate measure for the buyer to take would be to cancel the contract and find another supplier. This is because not
only is Child Labour illegal, the buyer will not want to be associated with this supplier as it will have negative repercussions on their
image. The best response would therefore be to distance themselves from the supplier.



- Code of Ethics and an Ethics Policy are the same thing, Just different language. The terns can be used interchangeably
- Study guide p. 128

NEW QUESTION # 42
In the supplier selection part of the Procurement Cycle, what criteria can a Procurement Manager use to ensure they award to the
best supplier? (25 points)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

How to approach this question:

- This is quite an open question and there are many different things you could mention. One way to approach it would be to use
Carter's 10 Cs- discuss a couple of these. OR just give a couple of criteria in different paragraphs. Some ideas include: Supplier
financial status, Reputation / References, Quality, Availability, CSR Policies / Ethics / Environmental considerations, Accreditations,
Added Value. This list is not exhaustive.

- Ifyou're going for Carter's 10 Cs you could name a couple of these: competency, consistency, capability, control, cost, cash,
clean, communication, culture, commitment

- I don't think either approach is better or worse. Choose the criteria you know the most about and write about those.

- The question doesn't tell you how many criteria to name, so you have to make a judgement call here. I would aim for 5-6. But if
you can only remember 4 that's fine. The main thing they're looking for is that you explain for each one 1) what it is 2) how
procurement can check 3) why procurement would look at that criteria 4) an example. If you do too many you risk not going into
enough detail on each. It's a balance. 5 is always a good number to aim for if the question doesn't state.

Exanple Essay

In the procurement cycle, the supplier selection phase is a critical juncture that demands consideration.

Procurement Managers shoulder the responsibility of identifying and awarding contracts to suppliers who not only meet immediate
needs, but contribute to the long-term success of the organization. This essay explores various criteria a Procurement Manager can
employ to ensure the selection of the best supplier: financial stability, reputation, quality, availability, CSR policies, and added value.
Financial stability is a foundational criterion in supplier selection. Assessing a supplier's financial status involves a multifaceted
evaluation, with liquidity and gearing ratio taking center stage. The acid test, comparing short-term assets to liabilities, offers insights
mto a supplier's ability to settle debts promptly, with a ratio exceeding 1 indicating financial health. Meanwhile, the gearing ratio,
reflecting the proportion of capital finded by loans,aids in gauging financial risk, with a ratio below 50% considered low-risk.
Relying on published Profit and Loss statements and income statements, along with financial credit checks from platforms like Dun
and Bradstreet, empowers Procurement Managers to make informed decisions. This financial scrutiny is imperative to avoid entering
contracts with suppliers facing imminent financial struggles, safeguarding against potential disruptions to the supply chain.

Reputation and references are another pivotal criterion. Seeking references from previous contracts allows Procurement Managers
to gauge a supplier's track record in successfully delivering on similar commitments.

Independent reviews and informal market inquiries supplement this information, providing a holistic understanding of a supplier's
performance. However, caution is advised in overreliance on past performance, as variables like personnel changes or contract scale
differences may impact outcomes. Recognizing that past shortcomings may have been addressed internally further emphasizes the
need for a balanced approach to reference evaluation.

Thirdly, Quality. Beyond the product itself, considerations extend to the supplier's technological capabilities, manufacturing
processes, and relevant accreditations such as ISO 9001. Physical visits to supplier sites may be warranted, especially for products
like raw materials where samples can be requested. Adhering to recognized safety standards and assessing factors like fire
retardancy ensures that the quality of manufactured goods aligns with established benchmarks.

Next, Availability is another important criteria to consider. Procurement Managers must evaluate a supplier's capacity and capability
to meet specific requirements. Inquiries about existing contracts and flexibility in response to demand fluctuations provide insights into
a supplier's commitment and responsiveness. Assessing the supplier's workload and the significance of the buyer in their client
portfolio helps determine the level of attention and service the buyer can expect. A buyer may wish to avoid working for a supplier
who is already stretched very thinly with other contracts.

Corporate Social Responsibility (CSR) policies and ethical considerations have gained prominence in supplier selection. Beyond
legal compliance, Procurement Managers may scrutinize a supplier's history for convictions or negative press related to corruption,
bribery, or fraud. The presence of a Modern Slavery Policy and Environmental Policy, along with relevant accreditations like
ISO14001 or Fair Trade certification, attests to a supplier's commitment to ethical and sustainable practices. Procurement would
likely seek to appoint a supplier who's CSR vision aligns with their own company's.

Lastly, added value is an important criteria to consider. This is particularly so for Public Sector Organizations governed by the Social
Value Act. In addition to meeting contractual requirements, suppliers may offer knowledge sharing, training, improved processes, or
contribute to social value by employing local community members or providing apprenticeships. This criterion aligns procurement
decisions with broader organizational goals, enhancing the overall impact of supplier relationships and benefitting the local



comnumity.

In conclusion, a careful combination of financial scrutiny, reputation assessment, quality evaluation, availability considerations, CSR
policies, and added value analysis forms the bedrock of effective supplier selection in the procurement cycle. Procurement
Managers, armed with a holistic understanding of these criteria, should seek not only to fulfil immediate needs, but also consider the
long-term impact of supplier appointments.

Tutor Notes

- A'good' scoring answer (50-70%) will explain the criteria well and give examples. If you're looking for a distinction level answer
(70% +) you could also mention advantages, disadvantages and risks associated with each of the criteria. For exanmple, when
looking at references and reputation it's important to know that a supplier would only ever provide a good reference to you, they
would never tell you ofa contract that failed.

Another example is that financial data may be skewed- a supplier may have a low score if they are just starting up or have recently
remortgaged a property. It's therefore important to get a commentary as well as the figures

/ scores.

- You could also mention that criteria could be weighted e.g. more importance given to quality than financial status and also consider
how easy or difficult it would be to get the information e.g. a supplier may say they have lots of availability to deliver the service you
require, but they may just be saying this to win business.

How do you know for sure?

- Social Value Act isn't in this syllabus. If you work in Public Sector procurement it's something you'll be very familiar with. If you
don't or you're outside of the UK do not worry about this. I've just included it to show how you can bring in your own knowledge to
questions like this. You could think of particular criteria that's important to your industry and write about that. The Social Value Act:
What is it, and why is it important? (samtaler.co.uk)

- Study guide p.77
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