

Strategic sourcing and E-procurement

Dec 2025 Examination

Q1. A regional logistics company is facing rising operational costs due to manual procurement processes, inefficient supplier contracts, and excess inventory. The CEO has mandated a cost optimisation initiative, focusing on streamlining procurement workflows, renegotiating supplier terms, and implementing inventory management software. The procurement manager is responsible for designing and executing this initiative, ensuring that cost reductions do not compromise service quality or operational efficiency. How should the procurement manager apply cost-saving strategies such as process automation, supplier renegotiation, and inventory optimisation to address rising operational costs, and what key performance indicators (KPIs) should be used to measure the effectiveness of these initiatives? (10 Marks)

Ans 1.

Introduction 
In today’s competitive logistics sector, rising operational costs pose a significant challenge to sustainable profitability. Manual procurement processes, inefficient supplier contracts, and excess inventory not only increase expenses but also weaken service delivery. To address these challenges, the procurement manager must design and implement a structured cost optimisation initiative that balances cost reduction with operational efficiency and service quality
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Q2(A). A mid-sized services company is planning to procure a next-generation IT platform to support digital transformation. The requirements are complex and not fully defined, with a need for supplier innovation and long-term partnership. The procurement team is debating whether to use an RFP or RFQ process, as management is concerned about balancing cost, flexibility, and risk. Evaluate the merits and drawbacks of using an RFP-based negotiation strategy versus an RFQ-based approach for a company seeking to source a new, innovative IT platform with evolving specifications. How should the procurement team justify its choice to senior management, considering both value creation and risk management? (5 Marks)
Ans 2a.
Introduction 

In sourcing complex and innovative IT platforms, procurement teams must carefully select the right approach to ensure value creation and minimize risks. For a mid-sized services company pursuing digital transformation, the debate between using a Request for Proposal (RFP) or a Request for Quotation (RFQ) process is crucial. While RFQs emphasize cost comparison for well-defined specifications, RFPs are better suited when requirements are evolving, and innovation is needed from supplier
Q2(B). Unilever, a global consumer goods company, struggled to monitor ESG risks and compliance across a vast, diverse supplier network, especially in regions with weak regulatory enforcement. Manual tracking methods proved insufficient, leading to reputational and supply chain risks. By adopting SAP Ariba, Unilever centralized supplier risk assessment, automated compliance monitoring, and achieved over 90% compliance with its sustainable sourcing code, while ESG risk incidents dropped by 45% in three years. Assess the decision by Unilever to implement SAP Ariba’s digital risk management tools for supplier compliance and ESG risk monitoring. Considering the challenges of decentralized manual processes and global supplier diversity, critique the impact of this technological shift on Unilever’s ability to manage reputational and operational risks. Would you recommend further enhancements or alternative strategies to strengthen risk visibility and ethical sourcing?  (5 Marks)

Ans 2b.
Introduction 
Managing supplier compliance and ESG risks in global supply chains is a formidable challenge, particularly for companies operating in diverse regulatory environments. Unilever, with its vast supplier network, faced rising reputational and operational risks due to decentralized and manual tracking processes. By implementing SAP Ariba’s digital risk management tools, 








