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CIPS Commercial Negotiation 32 ¢ L4M5 54 B 5 &8 (Q62-Q67):

H #62

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 67%
e B 159%
e C.50%
e D.35%

EfE: C

AR -

Mark-upis calculated as:

Mark-up %=(ProfitCost)x100\text {Mark-up \%} = \lefi( \frac {\text{Profit} } {\text{Cost} } \right) \times
100Mark-up %=(CostProfit)x100

In this case:

Profit = $240 - $160 = $80

Cost=$160

Mark-up = (80 / 160) % 100 =50%
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"Understanding mark-up percentages helps in assessing supplier pricing behaviour and negotiating realistic margins." (LAMS
Commercial Negotiation, 2nd edition, Section 2.1 - Pricing Models and Profit Margins)

M #63

A procurement manager has decided to bring in a junior member of their team to a negotiation meeting.
‘Which of'the following would be suitable roles for this junior member of the team?

Note taker

Expert

Observer

Chair

A 3and 4
B.1and2
C.land3
D.2and 3

Ef: C

A -

A junior team member can effectively contribute as a note taker (1) and observer (3), allowing them to support the meeting without
taking on roles that require more experience, like chairing or serving as an expert. This aligns with CIPS's recommendations for
assigning junior roles in negotiations.

HH #64
At the first stage of CIPS Procurement and Supply Cycle (Understand need), which of the following is the most important duty of
procurement professional?

A. Deciding whether RFQ or ITT should be used
B. Undertaking 'reverse marketing

C. Evaluating the interests from suppliers

D. Demand management

IEf#: D
B

At the first stage of CIPS Procurement and Supply Cycle (Understand need and develop a high-level specification), procurement
professional mainly negotiate with internal stakeholders. They have a duty to proportionately and constructively challenge
specification if there's genuine doubt over the need or how the need is expressed. This is called demand management. Their first duty
is to the organisation's treasury, not to functional managers.

Demand management including: negotiation/challenge between procurement and internal stakeholders over the
need/requirement/specification. Remember that in any process or product, the greatest opportunity for cost reduction is at the design
stage.

HH #65
Procurement team is required to improve leverage with their suppliers through spend consolidation. To check whether there is any

opportunity to consolidate spend, which of the following should be priority of procurement team?

A. Total cost analysis
B. Value engineering
C. Spend analysis

D. Price analysis

Ef: C
WL

In order to identify opportunities where you can increase your leverage with supplier, you need to understand your spend.
Undertaking spend analysis of your accounts payable (AP) data is an essential first step here.



I # 66
Which of the following are typical characteristics of activity-based costing (ABC) method? Select TWO that apply.

A. ABC provides the information required to take action and realise improvements

B. ABC has tended to over cost products on long runs and under cost those on short runs
C. Variable and all related overhead expenses are specifically assigned to a business activity
D. Costs are allocated based on volume

E. Limited understanding of true costs incurred

_EE%: A\ C

TR

Activity-based costing is an alternative approach to traditional absorption costing. The characteristics of these two methods are
illustrated in the graph below:
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