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CIPS L4M1 Exam Syllabus Topics:

Topic Details

¢ 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 1 in understanding corporate governance, documented policies, accountability, and ethics. It also covers the

impact of organisational policies and procedures on procurement and supply

e 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.
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¢ 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 3 . ) .
process, planning, supplier selection, and contract management.

CIPS Scope and Influence of Procurement and Supply Sample Questions
(Q24-Q29):

NEW QUESTION # 24
Explain 5 stages of the sourcing cycle that occur in the pre-contract stage (25 points)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

How to approach this question:

- The Sourcing Cycle is the first half of the CIPS Procurement Cycle and includes these steps:

1) Define Business Need

2) Market Analysis + Make vs Buy

3) Develop Strategy and Plan

4) Pre-Procurement Market Testing

5) Develop Documents and Specification

6) Supplier Selection

7) Issue Tender

8) Bid Evaluation

9) Contract Award and Implementation

Your response should detail 5 of these. It is a good idea to pick the ones you know most about and where there is more to write
about. You won't get any extra points for naming more than 5 so focus on getting as much detail down about 5, rather than
explaining more of them.

Essay Plan

Introduction - explain what the sourcing cycle is - the stages of the procurement cycle before a contract is signed. It describes the
steps an organisation will take to source/ procures goods or services.

Paragraph 1 - Define the business need

How is the need identified? E.g. by end user, stores department, ERP system

Procurement should challenge this - is it really necessary? Suggest alternatives - this could be a key source of added value

Put together business case / requisition / project initiation document

What type of purchase? Straight rebuy, modified rebuy, new purchase

Decide on what type of specification would be best - Conformance vs performance specification

This stage may include early supplier involvement

Paragraph 2 - Market Analysis and Make vs Buy Decision

Create an Analysis by segmenting the market by buyer, product, distribution channel, geography, customer market etc.

Make vs Buy - use Carter's Matrix to decide whether the organisation should make vs buy.

Also consider outsourcing at this stage

Paragraph 3 - Documents and Specification

Draft documents. These may include a RFQ or ITT, a specification and a proposed form of contract

Specification may be conformance or performance based

A contract sets out the roles, rights, responsibilities and obligations of the parties and shows intention to enter into 'legal relations'
This stage defines the 'offer’ which becomes binding once other party accepts

Documentation may also include proposed KPIs and SLAs

Paragraph 4 - Supplier Selection

For a new purchase, supplier selection is very important - investigation should be proportionate to the value of the procurement. For
rebuys or low-risk purchases you could use the same supplier or a list of pre-approved suppliers.

You can locate potential suppliers by; catalogues, websites, trade registers, market exchanges and review sites, trade or industry
press, fairs and conferences, networking and recommendations/ referrals.

You can shortlist suppliers by sending out a pre-qualification questionnaire. This adds value by reducing wasted time / costs / risks to
entering into a contract with the wrong supplier.

Other criteria for supplier selection include using Carter's 10 Cs (competency, consistency, capability, control, cost, cash, clean,
commumnication, culture, commitment), thesupplier's financial standing (e.g. liquidity and gearing), references and considering their



CSR policy.

Paragraph 5 - Issue Tender

Competitive bidding should only be done when there's sufficient time and resources available, there's sufficient suppliers in the
marketplace, they're keen to win business (ie that there's appetite for competition) and there is a strong specification

Best practice is to issue tenders electronically as it ensures equal treatment of suppliers and transparency

Consider open vs closed procurement processes

Use a cross-functional team - particularly when marking responses

Conclusion - you could mention here that different sourcing activities may require more or less effort at each of the stages e.g.
procuring a new item may require more market analysis than a re-buy.

Tutor Notes:

- Ifyou want to add in extra details, you could think about ways procurement can add value at each stage

- Inthe old syllabus, CIPS were a bit obsessed with Michael Porter. In the Market Analysis bit you could talk about using Porter's 5
forces (buyer and supplier power, threat of new entrants, threat of substitutions, supplier rivalry) and Porter's 3 generic strategies for
competing (cost leadership, differentiation, niche segment). This has been removed from the study guide so it's not essential to know
this for this module, but if you've seen it before it's a nice one to throw in.

- You could also mention that there are differences between the public and private sector procurement at the different stages. E.g.
Public Sector requires open competitions for contracts of a certain value and must follow the rules set out in Public Contract
Regulations - the private sector doesn't have such strict regulations so there is much more flexibility in how tenders are completed.
Also in the public sector, the evaluation criteria needs to be agreed beforehand and presented in the ITT- not the same for the
private sector.

- Study guide p.71

NEW QUESTION # 25
Explain what is meant by Corporate Governance and why having Corporate Governance structures is important. Discuss 2
obstacles which may impede an organisation achieving high levels of Corporate Governance. (25 points)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

- Firstly start with a definition of Corporate Governance - this means the rules, policies, processes and organisational structures that
ensure an organisation adheres to accepted ethical standards, good practices, the law and regulations. It's the systens put in place
which directs and controls organisations to do 'the right thing.

- Then move on to discuss why having this is important - I'd maybe think of 3-4 examples here such as:

protects the interest of shareholders, reduces risk, moral obligations, legal obligations

- The last part of your essay should talk about the 2 obstacles - describe two from the following list: lack of executive support, poor
stakeholder co-operation, lack of clarity and / or resources, having poor IT systens, lack of co-ordination of procurement
responsibilities. Because you're only talking about 2 here, you'll need to go into detail about them. So pick 2 you know well. Don't
be tempted to talk about more than 2. You won't get extra marks.

Example Essay:

Corporate governance refers to the system of rules, practices, processes, and structures by which a company is directed and
controlled. It encompasses the relationships among a company's management, its board of directors, shareholders, and other
stakeholders. The primary objective of corporate governance is to ensure that the company operates in an ethical, transparent, and
accountable manner, safeguarding the interests of shareholders and promoting long-term value creation. Corporate governance can
be defined internally (by shareholders/ managers) or externally (by governments and international standard-setting bodies such as
ISO) and is important for all organisations Corporate governance is needed because you can't assume everyone will act ethically-
rules and procedures need to be written down and the organisation needs to have recourse for dealing with behaviour that falls
outside of what is accepted. Procurement's role in Corporate Governance includes control over finance and expenditure, ensuring
the supply chain is 'clean’ (i.e. not mvolved in unethical business practices such as child labour) and risk management.

Why having a corporate governance structure is important:

1) The procurement departiment has a 'stewardship' role - it controls large sums of organisation's finds. There are many
opportunities to commit fraud, make unethical or biased decisions so it's important that there are corporate governance structures in
place to prevent this. It protects the organisation from individuals with bad intent, scandal, and legal repercussions.

2) Strong Corporate Governance is required to successfully manage a supply chain. It's important to ensure good relationships-
suppliers need to see you as a 'good customer'. If your organisation is seen to be unethical or underhand, suppliers may not want to
work with you.

3) Financial impact - where corporate governance isn't implemented, there may be financial costs for the organisation. For example,
in the Public Sector if a supplier successfully challenges a tender award, the buyer may have to award the value of the tender - so
there's financial impact on a company if corporate governance isn't followed.



Obstacle 1 - lack of senior management support

Unless there is buy-in from the senior leadership team it will not be possible for departments such as Procurement to implement
sound Corporate Governance procedures. Corporate Governance needs to be directed from the top of an organisation to ensure all
departments and staff give importance to this. If Senior Leadership are seen not to care about implementing or following Corporate
Governance, other staff won't care either. They need to lead by exanmple to ensure the whole organisation 'buys into' the processes.
Obstacle 2 - Poor IT infrastructure.

For Corporate Governance to be effective, an effective IT system must be implemented. For exanple, to avoid fraud it's not just
necessary to have a written anti-fraud policy, there must be ways of checking that fraud isn't being committed. The way to do this is
to have an effective IT system which can flag anomaly payments and procurement activities outside of what is considered 'normal.
Therefore, having a poor IT infrastructure is a barrier to effective Corporate Governance.

In conclusion, corporate governance is essential for building trust among stakeholders and contributing to the overall success and
sustamnability of a company. Effective governance structures and practices instil confidence in investors, enhance the company's
reputation, and foster a culture of responsibility and accountability throughout the organization. Good corporate governance is a
comerstone of sound business management and contributes to the long-term prosperity of the company.

Tutor Notes

- Corporate Governance became a big thing in the 70s and 80s following high profile scandals and the collapse of several
companies. Investors were concerned about what companies were doing which led to increased control on the powers of directors
and greater transparency of corporate actions.

- Exanples of Corporate Governance. Enron is a good real life example you could use: Impact of Bad Corporate Governance -
Corporate Fraud and Corruption: A Holistic Approach to Preventing Financial Crises (ebrary.net)

- This is a really good real-life example of Public Sector procurement gone wrong: Flawed nuclear tender sees

£100m payout to firms - BBC News

- Adding in some real life exanmples will take your essay froma Merit result (50-70%) to a Distinction (70% +)

- Another way this topic can come up as a question is describing the elements of corporate governance, or asking what a
procurement manager should do when corporate governance is broker/ not followed.

-LO3.1p.117

NEW QUESTION # 26
Describe what is meant by the 5 Rights of Procurement (25 points)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

How to approach the question

- This question is worth 25 marks so you can imagine what the mark scheme will look like. There are 5 Rights so there will be 5
points for each Right. Naming the Right will be one point, then you have 4 points for a description and example. You should
therefore aim to have 4-5 sentences per Right.

- I would recommend using headings for this type of essay- clearly putting your essay into 5 sections for each right. This makes it
easy for the examiner to mark.

Proposed Essay structure

- Introduction - what is meant by the 5 Rights

- Price

- Quality

- Quantity

- Time

- Place

- Conclusion - why it's important, all rights are equally as important

Example Essay

Procurement revolves around achieving the delicate balance of acquiring goods and/ or services at the right price, quality, quantity,
time, and place. This essay explains why these "Five Rights of Procurement" are important and explains how using this metric can
help procurement to make smart choices when they purchase goods or services.

Price:

Firstly, it is important that procurement do not simply seek to find the cheapest option. The First Right is about finding the product/
service at an affordable price that doesn't compromise on quality. Let's say a company is buying office flrniture. They might go for a
supplier that offers a good balance between cost and quality, ensuring they get good value for their money. Considerations here may
include Total Cost of Ownership, the Price Iceberg, and Whole Life Costing. The company therefore may seek to get the best price,
but in relation to how long the furniture will last. A cheap chair that will break after one year may not be the best price compared to



another chair which will last 10 years.

Quality:

The second right, quality, looks at legal compliance and fitness for purpose. Quality adherence aligns with specifications as well as
legislation such as the UK Sale of Goods Act 1979. This helps ensure that items meet their commonly intended purpose and
maintains satisfactory condition. Buyers deploy both reactive measures like Quality Control and proactive approaches like Quality
Assurance to uphold the stipulated quality. This commitment not only ensures legal compliance but also underpins customer
satisfaction, brand reputation, and ethical sourcing policies. An example of quality is an organisation buying a washing machine that
conforms to ISO standard 97.060 and has a 2-year warrantee.

Quantity:

The third right, quantity, is a strategic consideration about how much of an item to order. It is connected to efficient inventory
management. One tool that procurement can use to ensure they order the right quantity of a product is Economic Order Quantity
(EOQ) - this serves as a tool for finding the equilibrium between stock-holding costs and avoiding stockouts. Market conditions,
supply chain dynamics (e.g. JIT / Lean manufacturing), and organizational policies collectively play a pivotal role in determining the
right quantity. For exanple a confectionary manufacturer will need to order the right number of eggs to make cakes- they will need
to consider how many eggs they will need in order to make the cakes, but also take into consideration that they may not need them
all at onceand that eggs can expire. The use of an MRP system is helpful when determining quantities of products to order.

Time:

Time is about getting things when we need them. In the above example, an egg delivery timing for a confectionary manufacturer will
be pivotal to making the cakes on time. Other considerations about time include changing market forces and customer demand. The
use of forecasting is therefore extremely useful; particularly if there are peaks in demand for a product, such as toys at Christmas.
Moreover, organizations need to avoid bottlenecks and production stoppages, so time (including lead time and delivery time) is an
important consideration when making orders.

Place:

Lastly, place is about getting things to the right location. Minimizing environmental impact, reducing risks during transit, and
optimizing warehousing practices contribute to achieving the right place. This is particularly important for perishable iters such as
food, and for items which require specific storage conditions such as chemicals. This involves good planning in terms of logistics,
minimizing any impact on the environment during transport and a consideration for safety.

In conclusion, the Five Rights of Procurement provide a structured framework for organizations to optimize their sourcing practices.
All rights are equally as important and it is the relationship between the Rights which is key. While price, quality, quantity, time, and
place form the foundation, evolving models acknowledge additional elements like the Right Relationship with the Supplier. Embracing
these principles not only ensures operational efficiency but also promotes sustainability and ethical conduct throughout the
procurement process, contributing to long-term success in a globalized and dynamic marketplace.

Tutor Notes

- The 5 Rights is a big topic in CIPS so do learn them off by heart. It's p. 20 in the study guide.

- The conclusion mentions that additional 'rights' are starting to be introduced into the matrix, this is true and isn't mentioned in this
study guide. I believe this starts to come up in Level 5. Just something to be aware of- some people are now talking about other
Rights such as finding the right supplier and the right relationship. It's good to know, but not essential for this essay. Neither is
knowing the ISO standard for washing machines - that's certainly not in the book. You can sprinkle in your own knowledge to
essays like this, as it demonstrates you're able to apply the theory to real life. Why I remember the ISO for washing machines is a
different story....

- You could also have mentioned the following topics;

o price - using the right currency and incoterm, aggregation of spend, negotiating prices o quality - conformance and performance
specs o quantity - fulfilling retail orders, large order quantities leading to discount o time - additional costs of a stockout, impact on
relationships and reputation o place - additional costs if delivery fails

- This is the type of question you can easily over-write. It's a huge topic and you could easily spend too long on it and not have
enough time to answer other questions. So be careful with your timings. You don't need to mention everything above.

- Another way this type of question can come up is as a scenario. E.g. XYZ is a manufacturer of cakes and needs to order eggs.
Discuss how XYZ can ensure the 5 Rights of Procurement when ordering Eggs.

NEW QUESTION # 27
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 programs 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 mechanisis, 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
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 terns 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 involve looking at a supplier's history and supply chain to
ensure that they have not been involved in 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 # 28



Describe the four main ways that a Public Sector organisation can procure goods or services (25 points)
Answer:

Explanation:

See the solution in Explanation part below.

Explanation:

How to approach this question

- This question is testing to see if you know the 4 procurement procedures allowed in the Public Sector which are: open, restricted,
competitive dialogue, competitive dialogue with negotiation. The Public Sector is limited in how it can procure due to the Public
Contract Regulations, so things like Early Supplier Involverment isn't an option.

- The question doesn't specifically say it has to be these four, but these are the ones in the book. Because of the vagueness you
could say something like running a competition and awarding via a Framework instead.

Talking about Public Private Partnerships could also be appropriate but that is outside of the scope of this module (and Level! It
comes up in Level 5). These answers would be accepted.

- Also note that it doesn't say the UK in the question, so if you answered this about your own country, that would be fine.

Exanmple Essay

Each country's government has its own regulations relating to how goods, services and works can be procured. The UK's
procurement rules is currently dictated by the Public Procurement Regulations 2015 which is based off EU Procurement Directives.
This piece of legislation will likely be superseded in Autumn

2023 due to the UK leaving the EU. Until this point, the PCR allows UK public sector organisations to procure in the following
ways: open, restricted, competitive dialogue, competitive dialogue with negotiation Open Procedure: This is the most straightforward
and transparent method. A local government issues an open tender for office supplies. Any company that provides these supplies
can submit a bid. The government then evaluates all bids based on price, quality, and delivery terns to select the supplier. Any
mterested supplier can submit a tender. The process is open from the outset, and all submissions are evaluated against pre-defined
criteria. This procedure is used when you wish to attract a large number of bidders for the opportunity and is often posted online on
a platformsuch as Find A Tender.comso that suppliers can find the opportunity. If'it is a large contract it is a requirement for details
to be published on OJEU. The disadvantage of using this approach is that you may receive many bids which can be time-consuming,
Restricted Procedure: In this method, the public sector organization invites suppliers to express their interest.

After a preliminary selection process, only those who meet the criteria are invited to submit tenders. This is used when the
opportunity is more technical, for example a healthcare authority needs specialized medical equipment. The authority would requests
expressions of interest from suppliers. After reviewing these, it invites a shortlist of qualified suppliers to submit detailed bids for
further evaluation. The benefit of this approach is that unsuitable suppliers are weeded out early, this saving time.

Competitive Dialogue: This is used for complex contracts where the organization cannot define the technical means or legal or
financial make-up of a project in advance. A dialogue with selected bidders is conducted to develop one or more suitable solutions,
which are then put out to tender. For exanple, a local council is planning a new public transport system but is unsure of the best
solution. It enters into a dialogue with several firms specializing in transport systems to explore various options before requesting final
bids based on the developed solutions. Suppliers can be eliminated through the dialogue process based on pre-determined criteria.
Competitive Dialogue with Negotiation: Similar to competitive dialogue, but with an added phase of negotiation. It's used for
particularly complex projects where the needs cannot be met without adaptation of readily available solutions. For example: a
government department requires a complex IT system that integrates various existing systens. It engages in a competitive dialogue to
develop potential solutions and then negotiates with bidders to refine these solutions before finalizing the contract. This procedure
allows for negotiations with the winning bidder to readjust requirements if needed.

The approach taken by a public sector organisation will depend on a number of factors, but in particular the complexity of the
project and whether there is a pre-determined scope. Other factors to consider include; the time-sensitiveness of the project and
how quickly the procurement exercise needs to be completed, the amount of suppliers in the marketplace, and whether suppliers
need to be consulted on to create the specification.

Tutor Notes

- These four procedures are outlined on p.212. Post PCR 2015, these procedures may change, or be renamed, depending on what
the UK government decide to do. So if you're taking this exam in November 2024 or later, note that the study guide is now out of
date and you should conduct a bit of your own research.

- You could also mention that the value of spend is a factor when public sector organisations are deciding on a procurement route.
For really low value stuff; like they need a new sofa for the office, most organisation's requirements are to get three quotes and
compare them. That isn't in the study guide, it's just real life (I've worked in this sector so know thisstuff). Each organisation will have
it's own thresholds for what procurement route needs to be taken, so I wouldn't comment on that but generally if it's under £10k
there's quite a bit of flexibility. Where you reach 'threshold' then things become very serious and there's much more scrutiny.

- Thresholds are not part of the syllabus so don't worry about learning this. But if you're interested have a read here: New public
procurement thresholds from 1 January 2024 - BM Insights - Blake Morgan

NEW QUESTION # 29
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