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01, Quline FIVE differences between purchasing goods and purchasing services,
Answer - 1, Goods are tangible, services are intangible

2. Services cannot be separated from thesr supplier:

3. Heterogeneity: goods are usually uniform in nature while services an unique at
each delivery

4. Services ‘perish’ immeadiately on defivery whereas goods can be stored untd
required

5. Products are easier Lo specily, being tangible

2. Explain THREE circumstancas in which a competitive lendening exercise might
not be the best approach lo making a purchase. Answer - 1. Urgency

2, Commercial confldentiality or national security (e.g. mililary organisations)

3. Value of the purchase

4. Production costs cannot be measured accuratefy:

5. Pricer is not the only critesion for supplier selection and conlract awand

6. Intellectual Property Rights and monopoly

02, Describe TWO e-sourcing lools and their use in procurement and supply
Answer - 1. E-Calalogues

2. E-Tendaring

3. E. Auction

4. Reverse Auctions

5. Onlene suppleir evaiuation data

03. Explain tha role of & shared services unit (SSU) Answer - S5Us reflact a desire
lo centralize and share services

The shared service provider becomes a dedicaled provider of services such as;
finance, HR, IT and procurerment which continue o b provided internally

An SSU manages costs and quality SLAs {o demonstrala value for monoy.

An 55Us benefits may be summansed as:

= cost effective inlemal senvice:
= |largon with s cusiomers;
* anticipating future demand;

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

03, A manufacturer of electrcally powered tools for the engineering industry consisls

of four separate business units, each of which undadakes its own purchasing
achivites.
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CIPS Scope and Influence of Procurement and Supply Sample Questions
(Q39-Q44):

NEW QUESTION # 39
What is the purpose of a CSR policy? What elements should it contain and how can a buyer evaluate a potential suppliers CSR
policy? (25 points)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

How to approach this question

- There are three questions within this question. The purpose could be your introduction, and then take two big sections in the main
body of your essay for the elements and how to evaluate it.

Example Essay

A Corporate Social Responsibility (CSR) policy serves as a formal commitment by a company to conduct its business in a socially
responsible and sustainable manner. The purpose of a CSR policy is to outline the organization's dedication to ethical practices,
environmental stewardship, and social contributions. It reflects a company's commitment to going beyond mere profit generation and
actively engaging in initiatives that benefit society and the environment.

Elements of a CSR Policy:

1. Ethical Business Practices:

Clearly articulated principles on fair business dealings, anti-corruption measures, and adherence to ethical standards in all operations.
2. Environmental Sustainability:

Commitments to minimize environmental impact through sustainable practices, energy efficiency, waste reduction, and responsible
sourcing of materials.

3. Social Responsibility:

Efforts to contribute positively to the commumity, which may include support for education, healthcare, poverty alleviation, or other
social initiatives.

4. Labor Practices:

Fair and ethical treatment of employees, including non-discrimmnation, fair wages, safe working conditions, and respect for workers'
rights.

5. Supply Chain Responsibility:

A commitment to ensuring that suppliers and partners adhere to similar ethical and CSR standards, promoting responsible practices
throughout the entire supply chain.

6. Transparency and Accountability:

Open disclosure of CSR initiatives, performance, and impacts, demonstrating a commitment to transparency and being accountable
for CSR goals.

7. Stakeholder Engagement:

A pledge to engage with and consider the interests of various stakeholders, including employees, customers, communities, and
shareholders, in decision-making processes.

Evaluating a Supplier's CSR Policy:

Assessing a potential supplier's CSR policy mvolves a comprehensive examination of key factors to ensure alignment with ethical and
responsible business practices:

1. Policy Content:

Review the content of the CSR policy to ensure it covers a broad spectrum of social, environmental, and ethical aspects. A
comprehensive policy reflects a commitment to holistic CSR practices.

2. Alignment with Industry Standards:

Check ifthe CSR policy aligns with industry-specific standards and best practices. Adherence to recognized standards, such as the
Global Reporting Initiative (GRI) or ISO 26000, indicates a commitment to global CSR noris.

3. Performance Metrics:

Evaluate whether the supplier includes measurable performance metrics in their CSR policy. Clear objectives and key performance
indicators (KPIs) demonstrate a commitment to continual improvement and accountability.

4. Stakeholder Engagement:

Assess how the supplier engages with stakeholders. A robust CSR policy should involve stakeholders in decision-making processes
and demonstrate an understanding of their concerns.

5. Supply Chain Responsibility:

Check if the supplier extends CSR principles to its supply chain. This involves ensuring that suppliers and partners adhere to ethical,
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environmental, and social standards, contributing to a responsible and sustainable supply chain.

6. Transparency and Reporting;

Look for transparency in reporting. A supplier that openly communicates about its CSR initiatives, achievements, and challenges
indicates a commitment to accountability and transparency.

7. Continuous Improvement:

Evaluate if the supplier emphasizes a commitiment to continuous improvement in its CSR policy. This indicates a dynamic approach
to addressing emerging challenges and staying ahead of evolving CSR expectations.

By thoroughly examining these aspects, a buyer can gain insights into a potential supplier's commitment to corporate social
responsibility and make informed decisions that align with their own CSR objectives and values.

Tutor Notes

- Students often ask if they can use bullet points in their essays. Many tutors say no, but the answer is actually more nuanced than
that. I've purposefully written the above in bullet points to show you how it can be done effectively. Bullet points are fine, providing
you're using full sentences and it makes sense as a stylistic choice. It's not a good option if you're just going to list things without
context. Then it can be hard to follow.

I've personally used bullet points in essays and done really well. There's no rule against it. You've just got to make sure you're doing
it 'right'.

- CSR policies are only briefly mentioned in LO 2.4 but it does come up as quite a big topic in other parts of the syllabus so is worth
knowing, You could mention some examples of big companies and what their stance on CSR is. A good one to look at is The Body
Shop.

- The study guide references Carroll's Pyramid - this would be great to include in your essay Carroll's CSR Pyramid explained:
Theory, Examples and Criticism (toolshero.com) p.112

NEW QUESTION # 40

Examine FIVE ways in which procurement activities can contribute to achieving BrightAid's organisational objectives. (25 marks)
BrightAid BrightAid is a mediumrsized 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 ains 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 function. It also aims for this support to be continued on a regular basis and nust 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 eficient 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 in
supporting the operational efficiency and sustainability of a not-for- profit organization like BrightAid. 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 to BrightAid's organisational objectives.

1. Cost Reduction and Financial Efficiency

* How Procurement Helps:

* Tmplementing a formal procurement strategy ensures that goods and services are sourced at the most cost-effective prices.

* Joining a buying group with other charities can enhance BrightAid's purchasing power, securing bulk discounts and reducing
overhead costs.

* Supplier negotiations and competitive tendering can help maximize value for money on every purchase.

* Tmpact on BrightAid:

* More funds can be allocated to core aid and campaign activities.

* Lower operational costs mean greater financial sustainability and improved service delivery.

2. Enhancing Transparency and Accountability

* How Procurement Helps:

* Implementing clear procurement policies and procedures ensures fair supplier selection, minimizing risks of fraud or mefficiencies.
* Establishing a procurement audit process ensures compliance with ethical and legal standards.

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

* Impact on BrightAid:

* Increases donor confidence, encouraging repeat 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 ensures consistent delivery of essential goods and services.

* Developing long-term supplier relationships can reduce risks of supply disruptions.

* Procurement can introduce supplier performance reviews to ensure that services meet BrightAid's needs effectively.

* Tmpact on BrightAid:

* More efficient aid distribution, ensuring beneficiaries receive timely support.

* Reduced operational 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 and sustainable sources.
* Procurement can help BrightAid select suppliers that align with its mission and values (e.g., fair trade suppliers, environmentally
friendly packaging).

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

* Tmpact on BrightAid:

* Increases public trust and donor support, strengthening brand reputation.

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

5. Enhancing Operational Effectiveness and Stakeholder Engagement

* How Procurement Helps:

* A structured procurement process ensures timely and cost-effective delivery of goods and services, reducing inefficiencies.

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

* Implementing procurement technology or e-procurement systens can streamiine purchasing and reduce administrative burdens.
* Impact on BrightAid:

* Staff and volunteers can focus more on core charitable activities rather than administrative tasks.

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

By implementing a structured and strategic procurement fimction, BrightAid can significantly improve its financial efficiency, supply
chain reliability, and ethical standards, ultimately enhancing its ability to deliver aid effectively and attract continued donor support.
With growing competition for donations, a well- managed procurement process ensures cost savings, improved transparency, and
stakeholder trust, directly contributing to the charity's long-term sustainability and success.

NEW QUESTION # 41

Sarah has recently been hired as the new Head of Procurement at Alpha 1td, a manufacturer of small electronics such as hairdryers
and alarm clocks. Alpha Ltd has a large factory based in Birmingham where many of the products are manufactured. One of the
large pieces of machinery in the factory has recently broken and Sarah has been charged with replacing it as quickly as possible.
Sarah is considering using the Whole Life Costing approach to this procurement. What is meant by Whole Life Costing? (5 points).
Discuss

5 factors that Sarah should consider when buying new machinery (20 points).

Answer:

Explanation:

See the solution in Explanation part below.

Explanation:

How to approach this question

- I'd use clear headings with numbers for this one. It asks you for a definition and 5 factors. Number them

Makes it easy for you to write and easy for the examiner to mark.

- Don't go over 5 - you won't get any extra points for this. So spend your time giving examples and explaining the 5 well, rather than
naming more than 5.

Exanple Essay

As the new Head of Procurement at Alpha Ltd, Sarah faces the urgent task of replacing a critical piece of machinery in the
company's Birmingham factory. Recognizing the complexity of the decision, Sarah contemplates utilizing the Whole Life Costing
approach to ensure a comprehensive evaluation that goes beyond initial expenses. This essay explores the concept of Whole Life
Costing and delves into five essential factors Sarah should consider when procuring new machinery.

Definition:

Whole Life Costing (WLC) is a procurement approach that considers the total cost associated with an asset throughout its entire
lifecycle. Unlike traditional procurement methods that focus primarily on the nitial purchase price, WLC evaluates all costs incurred
from acquisition to disposal. This includes operational, maintenance, and disposal costs, providing a holistic perspective on the true



financial impact of an asset over time.

Factors to Consider in Machinery Procurement

1) Initial Purchase Price:

While WLC looks beyond the nitial cost, the purchase price remains a critical factor. Sarah should balance the upfront expense with
the long-term costs to ensure the mitial mvestment aligns with the overall financial strategy.

2) Operational Costs:

Sarah needs to analyze the ongoing operational costs associated with the new machinery. This includes energy consumption, routine
maintenance, and potential repair expenses. Opting for energy-efficient and reliable equipment can contribute to substantial
operational savings over the machine's lifespan, even though this may result in a higher up-front purchase price

3) Training and Integration:

The cost of training employees to operate and maintain the new machinery is a significant consideration.

Sarah should assess how easily the equipment integrates into existing workflows and whether additional training prograns are
required, impacting both immediate and long-term costs.

4) Downtime and Productivity:

Evaluating the potential downtime and its impact on productivity is crucial. Sarah should assess the reliability and historical
performance of the machinery to gauge its potential contribution to sustained production levels and minimized disruptions, impacting
the overall operational efficiency.

5) Technology Upgrades and Adaptability:

Sarah should consider the machinery's adaptability to technological advancements and potential upgrades.

Investing in equipment that allows for seamless integration with fiture technologies ensures that Alpha Ltd remains competitive and
resilient in a rapidly evolving industry landscape.

In conclusion, adopting a Whole Life Costing approach empowers Sarah to make informed decisions that align with Alpha Ltd's
strategic goals. By considering factors beyond the nitial purchase price, such as operational costs, training, downtime, and
technology adaptability, Sarah ensures that the replacement machinery not only meets immediate production needs but proves to be
a cost-effective and efficient asset throughout its entire lifecycle. The WLC approach safeguards against unforeseen financial
burdens, fostering sustainable and informed procurement practices in the dynamic manufacturing environment.

Tutor Notes

- Whole Life Costing is on p.28

- Total Life Cycle Costs, Total Cost of Ownership and Life Cycle Costs are all practically the same thing. The book says they're
slightly different, but don't get yourself bogged down in trying to remember the differences.

Honestly, in the real world, people use this language interchangeably.

- Other factors you could have chosen to talk about nclude commissioning costs and disposal costs

- Don't worry if you feel CIPS breezed through this as a topic, they did. It's explained much better in LAM?7.

You can read more about it here: Whole Life Costing - What is Whole Life Costing | CIPS and here Whole- Life Cost: What it
Means, How it Works (investopedia.com)

NEW QUESTION # 42
Explain the impact that having a Corporate Governance Framework can have on the policies and processes of the procurement
department (25 points)

Answer:

Explanation:

See the solution inExplanation partbelow.

Explanation:

A basic response would include:

- What a Corporate Governance Framework is - the system of rules, practices and processes which directs and controls a
company. Corporate Governance refers to the way in which companies are governed and to what purpose.

- Impact this has on policies and processes - means the procurement department follows regulatory mechanisns (e.g. financial
regulations, Codes of Practices), has a checks and balances system (such as auditing), uses e-procurement technologies, vets staff
and suppliers, has a clear segregation of duties etc.

This is a very open question and there are so many correct answers. In fact, it's quite hard to give a wrong answer to this question -
as long as your response explains a policy or process that a procurement department can have that ensures they're following
Corporate Governance - that's right!

A good response may mention:

- Corporate governance is in essence a 'tookkit' that allows an organisation to effectively manage itself, ensuring that it's policies and
procedures are compliant with legislation and are ethical. It also ensures that the company meets its objectives.

- The impact Corporate Governance has on the procurement department will be in mandating the ways in which goods and services
are procured and in the general ways of working of the procurement department.



- In your response you should mention 5 (ish) different ways Corporate Governance would impact on how procurement do their
job. Exanples include:

- Ethical Conduct - corporate governance ensures that the company is operating in a legal and ethical way.

This influences the processes Procurement will do and the type of suppliers they will engage with. This may also be in their approach
to relationships and negotiations- seeking out collaborative relationships with suppliers rather than looking to exploit them. For
example, an organisation that does not have a Corporate Governance structure may look to take advantage of suppliers and achieve
the lowest cost possible at the expense of the supply chain and local commumity. An organisation that has strong Corporate
Governance would work with suppliers, developing the relationships and thinking long-term about the impact on the local
community. The organisation may therefore prioritisestandards such as Fair Trade over price, and this would be reflected in the way
tenders are evaluated by the procurement departiment.

- Use of Checks and Balance system+ Corporate Governance ensures strong financial controls are implemented throughout the
organisation. For the procurement department this may result in purchases being made to strict budgets (rather than just spending
whatever they want), and business cases being written up and approved before the organisation spends a large amount of money on
a single item. Another impact may be in the use of audits. For example, peer reviewing tenders and contract awards to ensue all
members of the Procurement Team are following internal processes correctly.

- Anti-fraud prevention mechanisis. An important area of Corporate Governance is ensuring the organisation is fiee from fraud and
corruption. This impacts on Procurement's policies and processes as it will mean scrutinising tenders and who is being awarded
contracts. It may result in high levels of Due Diligence being completed on suppliers before entering into contracts and providing a
whistle-blowing service for staff to report issues.

- Security measures- this will be to protect the organisation from risk. It may include the procurement departiment vetting new staff
by completing background checks. It may also involve the segregation of procurement duties so that no individual has too much
power. E.g. one person raises the requisition and another person approves the purchase. Security may also be in ways of working
such as password protecting documentation and limiting access to confidential information.

- Use of a Purchasing Policy Manual - this provides operational guidance on procurement policies and procedures to all staff
members. It may detail things like who has permission to order what, who the Delegated Purchasing Authority (DPA) is and the
roles and responsibilities of the team.

An excellent response may also include

- Reasons why Corporate Governance Frameworks impact on procurement policies and practices. This could include reasons of
accountability, reputation and risk management, procurement's links with other departments.

- You could also look at what processes would look like with Corporate Governance compared to without it (with CG = rule
driven, autocratic but organisation is protected fromrisk. Without CG = laissez-faire, everyone does whatever they like, very risky)
- You could also provide further examples, either real life or hypothetical. Investopedia has some great information and examples
you could use: Corporate Governance Definition: How It Works (investopedia.com)

NEW QUESTION # 43
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 in Explanation part below.

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 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.

Exanple 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 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 successfllly 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 fiom 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
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.

- Exanmples 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 somre real life exanples 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 # 44
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