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CIPS Commercial Negotiation 52 X L4M5 45k 572 (Q208-Q213):

H R #208

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. Elmmnating requirements in the specification that prioritises monopoly suppliers

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

R #209

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

2. Focus on positions

3. Generate creative options

4. Using subjective criteria

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

IEfE: C
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Principled negotiation is based on four fundamentals: people, interest, options and criteria:

Diagram Description autormatically generated

Lst 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

2nd principle: 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

R #210
The sourcing manager has decided to adopt an adversarial style of negotiation to take advantage of the buyer' s greater bargaining
power over the suppliers. In what other circumstances should an adversarial relationship be used?

A. In a monopoly market as the supplier will respond by conceding quantity discounts

B. In all forms of negotiation as each party is always trying to gain advantage over the other

C. When the issues concerned are non-negotiable, for example, health and safety commitments

D. When the supplier is likely to respond with further concessions to maintain a long-term relationship

EfE: C

B #211
In general, which of the following is the consequence of a flatter demand curve?

e A Quantity elastic

e B. Price inelastic



e (. Price elastic
e D. Unit price elastic

IEf: C
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Elasticity refers to the responsiveness of quantity demanded or quantity supplied to a change in price or another factor.

In microeconomic graphs, elasticity and inelasticity can be shown by the slope of the demand curve. If a demand curve is almost
horizontal, then the product pricing can be described as very elastic. Ifa demand curve is almost vertical, then the product pricing
can be described as very inelastic.

The formulae of elasticity:

Text Description automatically generated with low confidence

Table Description automatically generated with medium confidence
LO2,AC22

H #212
A buyer is approaching a negotiation where the company is in a low-power negotiating position in relation to the supplier. How can
the buyer improve leverage and power with the supplier?

A. 3 and 4 (Take a distributive approach and limit communication)

B. 2 and 3 (Understand supplier costs and take a distributive approach)
C. 1 and 2 (Consolidate expenditure and understand supplier costs)

D. 1 and 4 (Consolidate expenditure and limit communication)
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