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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
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
process, planning, supplier selection, and contract management.

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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Topic 4

Understand and analyse the added value through procurement and supply chain management: This section
of the exam measures skills of supply chain managers related to identifying added value outcomes in
procurement and supply and evaluating cost savings, service improvements, and innovationsu
contributions.It also measures procurement and supply processes that contribute to added value.

Topic 5 Procedures, strategies, manuals, and internal function involvement.

CIPS Scope and Influence of Procurement and Supply Sample Questions
(Q45-Q50):
NEW QUESTION # 45 
What is meant by a structured procurement process? (10 marks) Why is this important? (15 marks).

Answer:

Explanation:
See the solution inExplanation partbelow.
Explanation:
- Definition of 'structured procurement process' - when an organisation provides a sequence of actions / steps to take to get the
outcome (the procurement of an item). This involves an organisation providing guidelines and instructions of how things should be
done. Basically following a step-by-step process.
- Why this is important - Ensures all tasks that need to be done are done, maintains consistency, prevents conflict and suboptimal
behaviour, improves efficiency, better managerial control, compliance (with laws and standards), assists with continuous
improvement, may result in time/ cost savings, reduces risks such as fraudulent spending.
Example essay:
The first part of the question is worth 10 points, so you could include a few of the following points. It would also be good to include
examples:
- Structured procurement involves creating rules on how procurement should be done
- This is in contrast to reactive / maverick spending
- May come about due to company policy, external regulations or through trying to achieve Competitive Advantage
- Examples include an organisation having set procedures for ordering items of different spend- e.g.
Procurement Assistants can purchase items up to £500. Items between £500-£1000 require a manager's approval and anything
over £1000 requires a written Business Case in order to procure
- Structures Procurement Processes will usually also include the use of a designated e-procurement tool. E.g.
an organisation may insist that all tenders use a certain online system and that invoices are sent via X system within 30 days.
The second part of the question is worth slightly more points, so spend more time on this. You could put each of the reasons why it
is important in a separate paragraph. Also use examples where you can;
- Ensures all tasks that need to be done are done- having structured processes means having a step-by-step guide to how to
procure. This means activities are well co-ordinated and there are no gaps, no duplications of effort and no conflicting efforts. It may
involve assigning different people in the team different roles e.g.
someone makes the requisition and someone else approves it. It also means that nothing is forgotten.
- Maintains consistency- having standardised processes means each procurement exercise follows the same process. This may
include using a standard template for a requisition or ITT. Where there is consistency, this results in time being saved and less
mistakes being made as everyone (including supply partners) is familiar with the processes.
- Prevents conflict and suboptimal behaviour- in organisations that use structured procurement processes everyone does the same.
This means there is no conflict (e.g. one person doing things one way and another person does it differently and arguing which way is
best). It also means no one can do procurement 'wrong' - there are written guides and procedures to follow. This is particularly
helpful for new starters.
- Efficiency - time and money can be saved where there are standard procedures as people don't have to plan each procurement
activity individually. Structured Procurement Processes may also involve completing bulk orders and co-ordinating activity within the
organisation which means less orders are placed over the year and efficiency savings can be made. For example, a factory may
create an order of cleaning products once a quarter, compared to ordering products just as and when they are required. This will
save time of the procurement department overall throughout the year and allows them to focus on other more value-adding tasks.
- Better managerial control - Managers have more oversight when using structured procurement. There are clear rules as to when
managers need to be involved and provide sign-off. This visibility makes it easier for managers to make decisions and allows for
early intervention where someone needs assistance. It will reduce maverick spending and fraudulent spending. For example, it is
much harder to provide kick-backs to suppliers when there are clear processes and audit trails and managers have visibility over all
processes.



- Compliance (with laws and standards) - particularly in the Public Sector there are rules and regulations regarding procurement
practices. Using standardised processes allows organisations to demonstrate compliance with appropriate legislation. It also protects
them from 'challenge'. This is when a bidder who is unsuccessful challenges the decision to award a contract to someone else. Using
a structured procurement process allows the organisation to demonstrate that they procured the item correctly and the challenge is
unfounded.
Tutor Notes
- This topic isn't as well explained in the new study guide as it used to be. It's all pretty obvious stuff but the language is slightly
different. The guide now talks about 'compliance with processes' and the benefits this brings. Which is exactly the same as why do
you follow a structured process. This is on p. 114.
- If you're feeling clever, you could mention the difference between Public and Private Sector- e.g. a private organisation may use
standardised processes for efficiency and cost savings, whereas a public sector organisation may use it more for compliance
purposes.

NEW QUESTION # 46 
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 # 47 
Jan is a Contracts Manager at ABC Ltd and has recently awarded a contract to XYZ Ltd. Describe how she can manage the
contract and supplier, detailing ways of monitoring performance and adding value for ABC Ltd (25 marks)



Answer:

Explanation:
See the solution inExplanation partbelow.
Explanation:
How to approach this question:
- There are 4 sections to this essay, so before you start writing I'd make a couple of notes on each of the points. Then build those
notes into separate paragraphs. Your notes may look like this:
How to manage the contract - ensuring contract is fit for purpose, holding XYZ to their responsibilities, ensuring ABC are also
fulfilling their responsibilities, issuing contract variations if required, planning for contingencies.
- How to manage the supplier - ensure the right relationship is in place (transactional vs collaborative), communication - open and
honest, ensure there is mutual trust and understanding of each other's goals/ objectives.
- Ways of monitoring performance - use KPIs / SLAs, Supplier Scorecard, Vendor Rating, feedback from customers
- How to add value for ABC - increasing efficiencies (e.g. less product defects), improved quality, assisting with Value Engineering
exercises, reduction in time and costs (e.g. through improved processes such as ordering), the supplier delivers 'extras' for ABC
such as training to staff at no additional cost.
- Ensure each paragraph refers to Jan, ABC and XYZ. The question doesn't state what the businesses are buying/ selling so you can
use this as an opportunity to provide examples: 'if ABC are procuring raw materials from XYZ such as metal, an effective way to
manage performance would include .... If they are procuring a service, it may be more beneficial to use .... methodology' Example
Essay Jan, the Contracts Manager at ABC Ltd, plays a pivotal role in ensuring the success of the recently awarded contract with
XYZ Ltd. Efficient contract and supplier management involves careful planning, communication, performance monitoring, and the
continuous addition of value. Here's how Jan can navigate these aspects:
In terms of contract management, Jan must ensure that the terms and conditions of the contract are "fit for purpose," aligning with the
specific needs and complexity of the procurement. For instance, a simple goods procurement may necessitate a concise document,
while more intricate projects like engineering endeavors may require a detailed contract such as a JCT or NEC contract.
Additionally, Jan should vigilantly manage the contract during its lifespan, addressing any potential 'scope creep' that might
necessitate amendments. If the contract lacks provisions for such changes, Jan may need to initiate the creation of a new contract to
accommodate evolving needs Clear delineation of responsibilities and contingencies is crucial in the contract to ensure accountability
and preparedness for unforeseen circumstances. The inclusion of Key Performance Indicators (KPIs) and damage clauses, where
appropriate, adds a layer of clarity and accountability to the contractual relationship. Planning for contingencies involves having
backup strategies in place, especially considering potential challenges that may arise during the collaboration with XYZ Ltd. For
example, having other suppliers she can call upon if XYZ fail to deliver on an order.
Turning to supplier management, Jan's role involves fostering a positive and productive relationship with XYZ Ltd. This includes
regular meetings to discuss progress, achievements, and future plans. A mobilization meeting is particularly important to ensure a
strong start to the contract. Subsequent monthly or quarterly meetings provide a platform to review performance retrospectively and
plan for the future. Additionally, effective communication is paramount, with Jan ensuring that both organizations regularly
communicate, particularly regarding urgent issues that may require immediate attention. This proactive communication can occur
through various channels, such as email or phone calls, facilitating a swift resolution of any emerging concerns.
Trust and honesty form the bedrock of the relationship between ABC Ltd and XYZ Ltd. Jan should work towards fostering mutual
trust through both formal and informal activities, recognizing the importance of a transparent and cooperative partnership In terms of
performance monitoring, Jan can employ Key Performance Indicators (KPIs) and Service Level Agreements (SLAs) to track
performance regularly. These metrics should not be viewed as one-off activities but rather as ongoing tools for assessing and
ensuring that performance aligns with expectations. Clear communication regarding the consequences of failing to meet these targets,
such as the implementation of a Performance Improvement Plan or potential contract cancellation, is essential for maintaining
accountability.
Regular performance meetings between ABC Ltd and XYZ Ltd provide an opportunity to discuss achievements, setbacks, and any
necessary adjustments. Beyond quantitative metrics, surveys and feedback from customers can provide qualitative insights into
performance.
Finally, Jan can contribute to the partnership's success by focusing on adding value. This involves going above and beyond the
contractual obligations, such as delivering products more efficiently at no additional cost or improving operational efficiencies.
Encouraging XYZ Ltd to participate in Value Engineering exercises and engaging in Early Supplier Involvement to shape and define
future requirements would be a good example of this. Additionally, providing 'add-ons' or 'extras' outside the contractual framework,
such as training for ABC Ltd staff, further enhances the value derived from the partnership.
In conclusion, Jan's role as Contracts Manager extends beyond the initial awarding of a contract- rather her role involves strategic
contract and supplier management throughoutthe lifetime of the professional relationship. By ensuring the contract is well-suited for
its purpose, fostering a positive relationship with the supplier, monitoring performance effectively, and consistently adding value, Jan
contributes to the success of the collaboration between ABC Ltd and XYZ Ltd. This comprehensive approach sets the stage for a
mutually beneficial and enduring partnership.
Tutor Notes:
- A case study question like this in the real exam is likely to come with more details. They often come with lots and lots of details to
be honest, talking about what XYZ supplies to ABC and the names of the people involved. The case study usually gives you some



good clues as to what the examiner will be looking for you to include, so do read them carefully.
- You don't have to include much 'theory' on case study questions - the important thing is to reference Jan as much as possible. BUT
you could throw in a cheeky mention of the Kraljic matrix. The approach to managing the contract and supplier would depend on
the type of item supplied by XYZ - e.g. if it is a bottleneck item the supplier may need to be handled differently to if it is a routine
item. You could also mention KPIs and objectives as being 'SMART' - Specific, Measurable, Attainable, Relevant, and Time-
Bound
- study guide p.86-90 / p.94 / p.96 -98

NEW QUESTION # 48 
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 systems 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 systems, 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 involved in unethical business practices such as child labour) and risk management.
Why having a corporate governance structure is important:
1) The procurement department has a 'stewardship' role - it controls large sums of organisation's funds. 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 example 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 example, 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
sustainability 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
cornerstone 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.
- Examples 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 examples will take your essay from a 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 broken/ not followed.
- LO 3.1 p.117

NEW QUESTION # 49 
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 Involvement 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.
Example 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 terms to select the supplier. Any
interested 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 platform such as Find A Tender.com so 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 example, 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 systems. 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 # 50
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