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C Accommadation [Af Is accepting the ather slce’ case without reguiring it 1
mitke concessions. Copncion (B) is instting that the othor dide masts your
demands, with an elemant of threat if they 4o 1ot Proviom-saldng (D) i
warking together te remeve the divargence in gaals of internests {seoking a
win-win salution), so that there is ne need to negotiate.

C fiesouree canfiict arises whire groups comyrte for resources such as
space and aquipment. Dption A arses whien separate instiwutions, such as
trade unlons and management, are in conflict. Option B arises betwoen
operational functions such a5 production or sales and support functions Such
35 HR o finance. Optlon D arises whire interest groups eergie whatever
power thoy car amass to influence the goals, criterla or processes used
organisaticnal dechlon-making ta advance thelr own intarests’ (Miles)

C According 1o Mendelow's stakeholder mapping matrix, when a stakeholder
currently has ftthe interest n the matter in hand but wields a great deal of
aawar, the key Is to keep them satisfied 50 they da nat develen a greater

| Interest and therofore become a key player.

[H] A win-win gutcami is likely to be achieved by means of an Integrativi,
collaborative negotiation where ‘the ple’ of benefits in entargad by the jaint
efarts of both parties. Options A, B and C are all ways of describing thi
negatiating stybo that tends o result In a win-lose guteome whene ane pary
gets more of ‘the pie’ which i3 not theteby enlarged.

B An aceommodating negotiator s co-operathe about satislying athers’
cancerms but unassertive aput thedr own concerns: they concede the Hiue
withaut a fight, to preserve harmarry. This Is effectively o lode-win ouicoma,
In 8, an avolding regotiator i both unco-operativi and unassertive. In G,
a2 compromising negotiator treads the middie ground in selation to beth
eo-pporationfassertiveness and the other party’s/thelr gwn congerns, bn
0, 3 colflabarating nepotiatar is both asserthve and co-operathe, seeking 3
walualie win-win deal,

| B integrative, collaborative negotiation s the mast cansirictive ard
sustinable appraach if the key otjective (s to maintan ongoing posiive
werking relarions betwedn the parties after the negetiation. 1n A, I one party
has high bargaining power then |8 ks usually that party’s duty to stakeholders
b ensure that this advantage 15 not thrown away. In C, if the item Is everyday
and can easity be procurad from a range of suppliers then the redatianship

i ot Impertant and a distributive style (s appropriate. In Oy if an eutcome
such as health and safety (o manufacturing i not up for negotiation then 3
distributive approach to at least that aspect is appropriate.
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CIPS Commercial Negotiation 52 € L4M5 54 5% [ /2 (Q324-Q329):

B #324
The buyer's bargaining power tends to be relatively higher than supplier's bargaining power in which of the following circunmstances?

A. The buyer is large in size relative to its suppliers

B. The buyer’s spend takes up a small proportion of supplier revenue

C. The buyer demand is so urgent that it can't be postponed

D. The buyer does not have the option to move to an alternative supplier

IEf#: A

AR :

Buyer power gives customers/consummers (buyers) the ability to squeeze industry margins by pressuring firms (the suppliers) to
reduce prices or increase the quality of services or products offered.

There are four major factors to consider when determining the bargaining power of buyers:

1. Number of buyers relative to suppliers: If the number of buyers is small relative to that of suppliers, the buyer's power will be
stronger.

2. Dependence of a buyer's purchase on a particular supplier: If a buyer is able to get similar products

/services from other suppliers, buyers depend less on a particular supplier. Therefore, the power of the buyer would be greater.
3. Switching costs: If there are not many alternative suppliers available, the cost of switching is high.

Therefore, buyer power would be low.

4. Backward Integration: If the buyer is able to integrate or merge suppliers, the buyer has greater bargaining power over the existing
suppliers.

When is Bargaining Power of Buyers High/Strong?

There are fewer buyers relative to that of suppliers

The switching costs of the buyer are low

Ifthe buyer is able to backward integrate

The buyer purchases product in bulk (high volume)

The buyer is able to get similar product/services from other suppliers

The buyer purchases the majority of the seller's products

Several substitutes are available on the market

Product is not differentiated

R #325
Commercial negotiation ends at the award of a contract. Is this statement true?

e A Yes, because there are no roomns for negotiation after the contract is awarded
¢ B. Yes, because the supplier will comply with legally binding obligations

¢ C. No, because real commercial negotiation begins after the contract is awarded
¢ D. No, because improvements can be achieved through post-award negotiation

Ef#: D
R -
Explanation

Negotiation doesn't end after the contract is awarded. The needs for negotiation can arise in anypost-award stages. For exanple, at
supplier development and relationship management stage, improvemment in supplier capability, capacity, and product/service range
can be negotiated. Negotiations with long-term strategic critical suppliers should be carriedout in a partnering style, with a win-win
starting point assumed.

In some sectors such as transport, utilities and infrastructure, tenderers may 'bid low' or even make a loss to win major contracts



with a view to negotiating lucrative changes, variationsand 'add-ons' over the life of the contract when the supplier is bedded in and
the buyer is in the weaker position to push back or challenge. Even in less complex contract, it is very likely that there will be a need
to negotiate with that supplier again after the awarding of the contract.

LO1,AC 1.1

H M #326

Which of'the following are most likely to be findamentals of Fisher & Ury's principled negotiation?
1. Depersonalise the argument

2. Focuson positions

3. Generate creative options

4. Using subjective criteria

A.2 and 3 only
B. 1 and 4 only
C. 2 and 4 only
D. 1 and 3 only

Ef#E: D
R -

Explanation
Principled negotiation is based on four findamentals: people, interest, options andcriteria:
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1st Principle: separate the people from the problem: Negotiator should depersonalise the situation and accepting that the subject
matter of the negotiation. This can be difficult for untrained negotiators, but this is a key skill to develop

2ndprinciple: focus on interests, not positions: It is important in principled negotiations not to focus on their parties' positions (what
are expressed during negotiations), but on the interests (underlying needs) behind them

3rd principle: invent options for mutual gains: this principle aims to help the parties find a solution that both would benefit from. The
more options - or tradeables - that can be brought to the table the better.

4th principle: insist on using objective criteria: is about making sure that the negotiation stays focused on outcomes based on
objective criteria and that it is productive.

LO1,AC1.2

HR #327
Which of the following are types of questions that are useful in opening and testing phases of a negotiation?

Select the TWO that apply.

A. Probing
B. Narrow
C. Closed

D. Leading
E. Open

EME: AL E

A -
In the opening phase, parties should confirm understanding and get the issues on the table.
The testing phase is an information gathering stage where the hypothesis and assumption you have made in the planning stage can be



tested or confirmed or disproved.

Opening questions (those that start with 'what', 'how', 'why') are used at the opening and testing stages to uncover needs and
underlying motives, and to allow the buyer to get a feel of what is in store in the negotiation.

Probing questions are also useful to check that the supplier fully understand their offering, as well as your needs, and can also be
used to commumicate to the supplier that you know this category well. These questions are typically useful at the opening andtesting
stages.

H #328
A supplier can produce a product for $160. The supplier sells the product to their client for $240, making a profit before tax of $80
on the transaction. What is the mark-up profit percentage earned by the supplier on this transaction?

A. 50%
B. 159%
C.67%
D. 33%

H
R

: A

B #329
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