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instant and free updates of these L4M5 questions. With this amazing offer, you don't have to worry about updates in the Commercial
Negotiation (L4M5) examination content for up to 1 year. In case of any update within three months, you can get free L4M5 exam
questions updates from PDFVCE.

CIPS L4M5 (Commercial Negotiation) exam is a professional certification exam that assesses an individual's knowledge and skills in
commercial negotiation. The Certified Institute of Procurement and Supply (CIPS) is the awarding body for L4M5 Exam, and it is
recognized globally as a leading qualification for procurement and supply chain professionals.

CIPS Commercial Negotiation Sample Questions (Q26-Q31):
NEW QUESTION # 26 
Win-lose approach is most likely to be associated with which of the following type of relationship?

A. Strategic alliance
B. Adversarial
C. Partnership
D. Outsourcing

Answer: B

Explanation:
:
Distributive approach to negotiation used when the interested parties are attempting to divide something up or distribute something of
value, also known as zero-sum approach or win-lose. Win-lose approach is useful when the relationship with the other party (TOP)
is short-term and once-off.
The question mentions 4 types of relationship:
Adversarial: Both seek to maximize position at the expense of the other. Almost no trust, communication and cooperation. These
suppliers will probably provide non-core products or services with the buyer purchasing them on a one-off basis.
Outsourcing relationship: Use competent suppliers to manage non-core businesses previously done in-house.
Require high level of trust and collaboration
Partnership: Both work closely on long term development by sharing information, technology and ideas.High level of trust with the
aim to benefit both parties (win-win) Strategic alliance: Both parties identify areas where they could collaborate to create mutual
benefits Among these 4 types of relationship, only adversarial is once-off. Then it is the correct answer.

NEW QUESTION # 27 
Which of the following is most likely to be a reason why a supplier charges its customer higher price after it has reached the break-
even point?

A. Supplier may need to open new facilities to meet increasing customer's demand
B. The supplier may have reached economy of scale
C. Supplier may want to encourage buyer's demand
D. Supplier may have high fixed cost - variable cost ratio

Answer: A

Explanation:
'Supplier may want to encourage buyer's demand': the buyer tends to prefer lower price, if supplier wants to encourage its customers
to buy more, it needs to offer discount at bulk amount. So this option is not acceptable.
'Supplier may have high fixed cost - variable cost ratio': Supplier with high fixed cost needs high volumes to break even, but once
achieved, it may be able to offer significant discounts for bulk orders
'The supplier may have reached economy of scale': when economy of scale is reached, cost per unit will be minimal which often
leads to more favourable price.
'Supplier may need to open new facilities to meet increasing customer's demand': Increasing customer's demands may excess
supplier's current capacity. Therefore, supplier may need to extend its capacity by investing more in facilities. To cover these fixed
cost investment, supplier may charge higher price.
LO 2, AC 2.1

NEW QUESTION # 28 
What is the most likely outcome when two organisations with adversarial relationship negotiate with each other?
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A. Deadlocked
B. Lose lose
C. Win win
D. Win lose

Answer: D

Explanation:
An adversarial relationship in purchasing and supply arises when identical or equivalent good or services are available from
competing suppliers and buyers/sellers are trying to gain an advantage over each other. Low levels of trust are characteristic of
adversarial relationships. The outcome when two organisations with adversarial negotiate is most likely to be win-lose.
Reference:
Adversarial purchasing - Wikipedia
CIPS study guide page 32-35

NEW QUESTION # 29 
Where there are high levels of commitment to relationships between both the buyer and supplier, this is seen as collaborative and
beneficial to negotiations. Is this statement correct?

A. No, collaboration does not require commitments from either side
B. Yes, characteristics include arm's length transactions and minimal communication
C. Yes, characteristics include risk management and strategic planning
D. No, this can be classified as adversarial

Answer: C

Explanation:
A collaborative relationship is characterized by mutual commitment, which enhances risk management and strategic planning between
buyer and supplier. High levels of trust and commitment enable both parties to work closely to achieve shared objectives, creating a
beneficial negotiation environment. This approach aligns with CIPS's principles of collaborative procurement relationships.

NEW QUESTION # 30 
XYZ Ltd is importing goods from overseas. They prefer to pay their supplier in their own currency. Which of the following is a true
statement?

A. Supplier will receive less if XYZ's currency appreciates
B. XYZ has an advantage in negotiating discounts if their currency appreciates
C. XYZ is able to pay less if their currency depreciates
D. XYZ has to pay more if their currency depreciates

Answer: B

Explanation:
The effect of a change of relative exchange rates will be determined by which currency you pay your supplier in.
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