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Z| &l CIPS Level 4 Diploma in Procurement and Supply L4MS5 FEMER
A (Q167-Q172):

EAE #167
Premium pricing strategies used by suppliers are characterised by which of the following? Select TWO that apply.

A. Products are charged at a price based on supplier's reputation

B. This strategy is often used when supplier attempts to enter new market
C. Premium price is determined by variable costs only

D. Price is based on cost structures

E. Typically found in the early part of the product life cycle

Y. AE

M.

There are several pricing strategies used by suppliers:

Cost-plus pricing - Total variable + Fixed cost + profit

Premium pricing - based on branding, Supplier determines to charge a very high price, not connected with cost structures, usually
based on its reputation and/or the perception that the product/service is of a superior quality. This strategy typically found in the early
part of the product life cycle/when demand exceeds supply.

Penetration pricing - Supplier attempts to enter a new market or extend its share in an established one. It is characterised by price
reductions to increase volume, followed by steady price increases; may even be loss leading at start (no profit made) Marginal cost
pricing - covers only variable cost Market pricing - suppliers prices in line with what the market is willing to pay

EE #168
A procurement professional is preparing for anegotiation with supplier. She is setting targets for price which her company is seeking
to achieve. Which of the following acronyns can help her identify limits before engaging in the negotiation?

A.PPCA
B. TIMWOOD
C. MIL

D. RAQSCI

¥e: C

Y.

MIL criteria indicate 3 limits that negotiator should establish:

M - Must achieve: minimum target/maximum you can concede on this point; the mandatory requirement or fall back position I -
Intend to achieve: realistic target you are aiming for on this point L - Like to achieve: stretch target to achieve on this point.
PPCA is purchase cost analysis

TIMWOOD indicates 7 types of waste in Lean principles

The RAQSCI model is a mnemonic summary of a business model used to define and structure business requirements

HEE #169

Which of the following are effective approaches when procurement professionals negotiate with monopoly suppliers?
1. Delaying payment with monopoly suppliers as long as possible to increase bargaining power

2. Setting up stronger BATNA

3. Engaging in the negotiation with a distributive approach

4. Elimnating requirements in the specification that prioritises monopoly suppliers

A.2 and 3 only
B. 3 and 4 only
C. 1 and 4 only
D. 2 and 4 only
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In most commercial negotiations with monopolistic organisations, one can expect that in general they will have far greater bargaining
power - you will need them more than they need you. There BATNA isstronger in the short run, but over time their power can be
challenged effectively.

Ways of dealing with monopoly suppliers include the following:

Making yourself an attractive buyer

Seeking out alternatives / substitutes in a private or public manner

Designing out the requirement that forces you to go to the monopoly suppliers, or seek to make the product, or threaten to make it
yourself if feasible Lobbying government or campaigning, as part of an industry or trade body, for a reduction in barriers to entry that
support the monopoly

HEE #170
Maria, an NHS buyer, needs cost savings due to budget cuts. She plans to achieve savings with a collaborative supplier. Which
negotiation approach should she use?

A. Win-Perceived Win
B. Win-Win

C. Lose-Lose

D. Win-Lose

2
m
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With a collaborative supplier, the appropriate approach is Win-Win (integrative). Both sides aim to create savings while maintaining
partnership value. Win-Lose would damage collaboration, while Lose-Lose sacrifices value on both sides. Win-Perceived Win is
based on optics rather than actual balance. By adopting a win-win approach, Maria ensures sustainable cost reductions while

protecting critical NHS supplier relationships.
Reference: CIPS LAMS (2nd ed.), LO 1.1 - Win-win strategies in collaborative supplier relationships.

A2 #1711
Which of'the following are signs indicating that the trust between buyer and supplier has improved? Select TWO that apply.

A. Cost overruns

B. Less frequent commumication on business requests Duplication of effort
C. Transparent decision making process

D. Decreasing percentage of missed delivery overtime

He. CDb

ME:

Signs of trust in business relationships

* Mutually agreed and managed objectives

* Sharing information

* Managing conflict through joint problem solving
* On time delivery of products and services

* High-performance teams that feel empowered to get the job done
* Supplier welcomes opportunity to innovate

* Both parties share ideas and insight

* Clear criteria for decision making

LO1,AC 14
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