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CIPS Ethical and Responsible Sourcing Sample Questions (Q255-Q260):
NEW QUESTION # 255 
Which of the following are reasons to outsource part of a business to an external supplier? Select TWO.

A. the reduction in the need to continually invest in new machinery
B. there are more resources in-house
C. the product or service is core to the organisation
D. overheads can be kept as effective as possible

Answer: A,D

Explanation:
Reasons to outsource include; 'overheads can be kept as effective as possible' and 'the reduction in the need to continually invest in
new machinery'.
When you outsource, you transfer the costs of overheads to the supplier and it is their responsibility to buy new machinery as and
when is required. For example if you outsource cleaning, the cleaning company is responsible for replacing the hoovers and floor
cleaner The other two options would be reasons to keep something 'in-house'.

NEW QUESTION # 256 
A buyer has been tasked with placing an order for steel from another country and using Incoterms for delivery. The buyer's
organisation has an in-house transportation and export clearance department. During negotiations, the buyer achieved a 25% cost
reduction by accepting responsibility for loading, transportation, and export clearance. Which Incoterm has been agreed?

A. FCA - Free Carrier
B. EXW - Ex Works
C. FOB - Free on Board
D. CIP - Carriage and Insurance Paid

Answer: B

Explanation:
The EXW (Ex Works) term means the seller's responsibility ends once goods are made available at their premises. The buyer must
take on costs and risks from that point, including loading, transport, and export clearance. Because the seller is not responsible for
logistics, the quoted price is lower. In contrast, FCA includes delivery to a carrier, FOB covers loading onto a vessel, and CIP
includes carriage and insurance arranged by the seller. By accepting these responsibilities, the buyer leveraged cost savings,
demonstrating knowledge of Incoterms and alignment with efficient sourcing practices.
Reference: CIPS L4M4 Study Guide (v2), LO: "Application" - Incoterms responsibilities and cost-sharing.

NEW QUESTION # 257 
Ramesh is an IT category manager within the UK's National Health Service and is responsible for the procurement of a new high-
value network system, which will spread across multiple doctors' practices and community health centres. Ramesh has reviewed
different tender approaches and concluded that the use of a restricted tender is the most appropriate. Which of the following
statements is true for a restricted tender process?

A. Suppliers responding to the tender are pre-qualified
B. The contract will be awarded strictly on pricing criteria
C. It is only relevant when there are few suppliers in the market
D. Direct negotiations occur prior to suppliers submitting their offer

Answer: A

Explanation:
In a restricted tender process, only pre-qualified suppliers are invited to bid, ensuring that participating suppliers have met necessary
qualifications. This approach helps in managing high-value contracts by focusing on capable suppliers. Ethical and responsible
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sourcing in the public sector demands supplier pre- qualification to ensure compliance, transparency, and quality.

NEW QUESTION # 258 
The balance sheet (Statement of Financial Position) is one of the financial statements used in providing important information required
in determining the supplier's financial stability. The balance sheet contains information on such items as...

A. Capital employed, operating expenses, and net profit
B. Liquidity ratios, return on capital employed, and gearing
C. Short-term liabilities (unpaid taxes and bank overdraft)
D. Cash receipts from customers

Answer: C

Explanation:
The balance sheet provides a snapshot of a company's financial position at a specific point in time, detailing assets, liabilities, and
equity. Short-term liabilities, such as unpaid taxes and bank overdrafts, are obligations the company must settle within a year and are
critical indicators of the company's liquidity and financial health.
Exact Extract from Study Guide:
"The balance sheet includes details of current liabilities, such as unpaid taxes and bank overdrafts, which are essential for assessing a
supplier's short-term financial obligations and overall stability."

NEW QUESTION # 259 
What mechanism helps buying organisations achieve a best value outcome in a tender exercise?

A. Restricting the number of bidders
B. Providing a debrief
C. Advertising requirements
D. Timetabling the process

Answer: B

Explanation:
Providing a debrief allows suppliers to understand the tender process and learn areas of improvement, promoting transparency. This
practice supports responsible sourcing by fostering a fair, competitive environment and encouraging suppliers to improve their future
offerings.

NEW QUESTION # 260
......
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