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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 Procedures, strategies, manuals, and internal function involvement.
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Topic 3

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
in understanding corporate governance, documented policies, accountability, and ethics. It also covers the
impact of organisational policies and procedures on procurement and supply
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Question
Although the L4M1 exam prep is of great importance, you do not need to be over concerned about it. With scientific review and
arrangement from professional experts as your backup, and the most accurate and high quality content of our L4M1 Study
Materials, you will cope with it like a piece of cake. So our L4M1 learning questions will be your indispensable practice materials
during your way to success.

CIPS Scope and Influence of Procurement and Supply Sample Questions
(Q38-Q43):
NEW QUESTION # 38 
Describe the main differences between the three economic sectors: public, private and third. Your answer may make reference to
the following: funding, ownership, shares, objectives and administration (25 marks)

Answer:

Explanation:
See the solution inExplanation partbelow.
Explanation:
How to approach this question
- Sometimes CIPS give you a steer on how to answer the question. My advice is to follow it. The question says you MAY make
reference to the following, but I'd use those hints as a guide for content- a paragraph on each and you're done!
- When you've got a 'may make reference to' hint - this means you can completely ignore it and do your own thing and bring in your
own ideas. May means it's optional, so you wouldn't be penalised for this. However, you have to consider the examiner's mark
scheme- it will detail options of stuff you can write for funding, ownership etc. Then there will be a line at the bottom saying
something like 'accept other options such as x and y'. This leaves it up to the examiner to decide whether what you've said is
relevant. I'd personally not leave it up to chance you get a lenient examiner. If you write what's definitely going to be on their mark
scheme, you're more likely to get more points.
Example Essay
The modern economy is a complex tapestry of various sectors, each with its own distinct characteristics and functions. The three
prominent sectors are the public sector, the private sector, and the third sector. These sectors differ significantly in terms of their
funding mechanisms, ownership structures, objectives, the concept of shares, and their administration.
Firstly, the public sector is predominantly funded by the government through taxation, grants, and other forms of public revenue. Its
very existence hinges on the provision of essential services and the fulfilment of societal needs. These organizations are owned by the
government, be it at the federal, state, or local level. Unlike the private sector, the concept of shares doesn't apply in the public
sector. Instead, the government allocates budgets to various departments and agencies for public services and projects. The primary
objectives of the public sector revolve around the welfare of the citizens, including the provision ofeducation, healthcare, defence,
and infrastructure. It is characterized by bureaucratic administration, with decision-making processes subject to governmental
regulations and oversight. A prime example is public schools and healthcare systems, which are funded and operated by the
government with the primary objective of ensuring universal access to education and healthcare services.
In contrast, the private sector operates on a starkly different paradigm. It is primarily funded by private capital, investment, and
profit-seeking activities. Private individuals and corporations own these entities, with ownership shares often represented by stocks.
Shareholders invest capital in exchange for ownership stakes and the potential for dividends. The central objective in the private
sector is profit maximization, driven by competition in the market. Companies in the private sector are administered by management
teams and boards of directors, with decisions guided by market forces. Apple and ExxonMobil are examples of private sector
entities, privately owned and publicly traded, with profit motives at their core. Shareholders invest in these companies with the
expectation of financial returns.
Lastly, the third sector, often referred to as the nonprofit or voluntary sector, represents a unique economic sphere. It relies on a
combination of funding sources, including donations, grants, and earned income, but not taxation. Third sector organizations are not
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owned by individuals or shareholders; instead, they are governed by boards of directors or trustees. Unlike the private sectors,
shares are not applicable in the third sector. These organizations do not seek to distribute profits to owners. The primary objective of
the third sector is to serve a social or community purpose, such as addressing societal issues, promoting social change, and providing
services that benefit the public. Administration in this sector is overseen by non-profit boards, and it heavily relies on volunteers,
philanthropy, and community engagement. For example, the Red Cross operates with the objective of providing humanitarian aid
and disaster relief, relying on donations and volunteers to fulfil its mission. Any profits that are made are reinvested into the
organisation to further its mission.
In conclusion, the public, private, and third sectors represent diverse economic domains, each with its own funding mechanisms,
ownership structures, objectives, and administrative models. These sectors play essential and complementary roles in society,
contributing to economic development, public welfare, and social progress. Together, they form the foundation of a balanced and
dynamic economic landscape.
Tutor Notes
- I've structured this essay with a paragraph on each sector, but you could have done a paragraph on each theme, thus having 5
paragraphs instead of 3. Either approach works.
- You've got 5 things and 3 sectors, that equals 15 marks. If you give an example of each and a strong intro and conclusion, that's
full marks.
- See LO 4.1 p. 203 - there's a cute table with this information on.

NEW QUESTION # 39 
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 discussing capital 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 are
five key differences between 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 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 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 functions.
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.
* OpEx: Represents smaller, recurring costs that are easier to manage and predict within the financial year, allowing for more
flexibility in cash flow management.
5. Examples of Procurement and Supply Considerations
* CapEx Examples: Purchasing manufacturing equipment, acquiring new office buildings, upgrading IT infrastructure (e.g., servers,
data centers).
* OpEx Examples: Office supplies, utility bills, employee salaries, maintenance and repair costs, software subscriptions.
Conclusion
Understanding the distinction between capital expenditure and operational expenditure is 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, funding sources, and long-term value when determining the
best approach for an organization's spending strategy.



NEW QUESTION # 40 
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 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 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 functions.
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.
* OpEx:Represents smaller, recurring costs that are easier to manage and predict within the financial year, allowing for more
flexibility in cash flow management.
5. Examples of Procurement and Supply Considerations
* CapEx Examples:Purchasing manufacturing equipment, acquiring new office buildings, upgrading IT infrastructure (e.g., servers,
data centers).
* OpEx Examples: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, funding sources, and long-term value when determining the
best approach for an organization's spending strategy.

NEW QUESTION # 41 
Explain, with examples, the advantages of a Procurement Department using electronic systems (25 marks)

Answer:

Explanation:
See the solution in Explanation part below.
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 systems. 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 systems:
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 systems 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 example, 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 systems.
Better budget tracking - using electronic systems 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
communication 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 function 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 # 42 
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.
Example 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 is to provide essential services to society,
regardless of financial gain. The third sector, often termed 'not-for-profit', also requires profit generation, but uniquely, all profits are
reinvested into the organization to further its aims, 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
mechanisms 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 funds, 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 funds 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 employees 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:
- If you'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 L4. Charities are discussed separately from Public
and Private Sectors in LO 4.4 p.230.
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