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CIPS Commercial Negotiation 38 5 L4MS5 55k 5B (Q17-Q22):

B #17
Which of the following will positively affect reputational strength of an organisation? Select TWO that apply.

¢ A Great gap between reputation and reality
¢ B. Strong customer focus
¢ C. Adopting out-of-date technology
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e D. Weak mternal coordnation
¢ E. High ethical standards
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Explanation

In a globalisedcommercial world characterised by dynamic market and multiple companies competing for business, a positive
corporate reputation can be an enormous asset. Reputational strength in one organisation might be based on somre or all of the
following characteristics:

- Quality of products or services

- Low cost/high value for money

- High ethical standards

- Reliability

- Cutting-edge technology

- Strong customer focus

- Engmeering excellence
LO1,AC14

HM #18

Buyers should have the ability to analyse the costs of their purchases not only for determining their impact to their organisation's cost
but also for the purpose of reducing them during commercial negotiations to contribute to the profitability of their organisation. One
way of analysing costs is to classify theminto direct and indirect costs. Which ONE of the following is an explanation of 'direct
costs'?

A. Costs that are only related to manufacturing firms where raw materials are directly converted into specific product units
B. Costs of materials, labour, and other expenses that are directly identified with manufactured units of a product

C. Costs that are connected with materials and labour, excluding expenses used directly in manufacturing products

D. Costs of labour and expenses incurred directly whether or not the production fluctuates owing to demand or downtime

iIFf@: B

B #19

Rose is a senior buyer from a skiing equipment retailer. Rose is concerned about the current ski boot shortage and the number of
mvoicing problens from a key supplier. She has decided to have a video conference with Victor, CEO of the supplier. Initially, she
intends to threaten Victor with contract termination unless he can improve the situation. However, she is a little wary of doing this as
the switching costs are high. Eventually, she decides to seek solutions by encouraging the other party to offer their views and ideas.
Rose also prepares some ideas to discuss with Victor. Which of the following is the persuasion method that Rose intends to use in
the forthcoming conference?

A. Directive (push)
B. Persuasive reasoning (push)

C. Visionary (pull)
D. Collaborative (pull)

IEfE: D
e

There are two major persuasion methods: "push’ and "pull .

Persuasion can be defined as encouraging someone to do something that you want themto do for you.

Persuasion is reasoning with someone so that they will believe or do something they might not otherwise do.

Persuasion can be considered as 'pushing on TOP so that they can accept the change in attitude or behaviour as a result of your
actions.

Influence is the ability to affect the manner of thinking of another. Influence can be considered as pulling on TOP so that you achieve
the same result, but TOP feels they have changed their attitude or behaviour as a result of their reflection and thinking, and not your
direct actions.

There are multiple variables to consider when choosing between "push’ and 'pull. Professor Fiona Dent of Ashridge Business School
proposes situations when each style might be most appropriate, breaking down push into 'directive' and 'reasoning and 'pull into



'collaborative' and 'visionary':
Table Description automatically generated
Text Description automatically generated

In the scenario, Rose intends to let both parties exchange their views and ideas so that solutions to current problems can be found.
This is the typical characteristic of collaborative (pull) method.

H #20
Should a buyer use closed questions in a negotiation?

¢ A. No, supplier will consider closed questions as provocation

¢ B. Yes, because they urge the supplier to provide more :

¢ C. No, the buyer should maximise the use of open questions

¢ D. Yes, because closed questions help to reconfirm certain facts

Ef#: D
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Asking questions the right way is both an art and a science. Ask the question the wrong way, and the other negotiator might act like
a turtle, becoming defensive and withdrawing into their shell. Ask the question the right way, and the other negotiator might "spill the
beans.".

Closed Questions: How and when to use them?

Closed questions are those that require a short and focused answer, and are especially helpful in the beginning stages of the
negotiation to encourage interaction. They can be used to clarify a point, or to reconfirm certain facts. For exanple, you can use a
closed question to confirm the amount of units the company can produce in a week, or to clarify that what they are really saying is
that they don't feel comfortable outsourcing their accounts to India. Most closed questions only require a simple "yes" or "no"
response, so there really isn't much room for misinterpretation - great for finding out where both you and they stand.

A #21
According to Dr. Mari Sako, which of the following is potentially the weakest trust to be built?

e A, Competence trust
¢ B. Charitable trust

e C. Goodwill trust

e D. Contractual trust

IEf#: D
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Trust is the expectation that the other party will behave in a predictable and mutually acceptable way. In inter- firm relationships, the
presence and absence of trust can affect the level of cost in a relationship. The existence of trust is taught to lower the transaction
cost in a relationship. Dr. Mari Sako identified taxonomy of 3 types of trust in commercial relationship, which is very useful from the
perspective of procurement.

Contractual trust: Trust based on the contract with TOP. This is potentially the weakest source of trust if there is nothing else to base
the trust on, but it is the quickest to establish.

Competence trust: Trust based on TOP's professional qualifications or proven or certified technical capability or experience.
Goodwill trust: Trust based on knowing TOP has your interest at heart and will not behave opportunistically.

This is potentially the strongest type of trust, but it takes the longest time to build.

Otherwise, trust also has legal meaning, A trust is a legal document that can be created during a person's lifetime and survive the
person's death. A trust can also be created by a will and formed after death. Charitable trusts are trusts which benefit a particular
charity or the public in general.
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