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Top 10 Procurement Tips to reduce Cost

Top 10 P r oc ur em ent Ti ps to Reduc e C ost

A s a pr oc ur em ent l eader  or  C EO, you'r e al ways l ooki ng for  ways to r educ e c osts and i m pr ove

your  bottom  l i ne. One of  the best ways to do thi s i s to negoti ate wi th your  suppl i er s. Wi th a l i ttl e

pr epar ati on, you c an get the best possi bl e ter m s fr om  your  suppl i er s and save your  c om pany

m oney.

H er e's how to pr epar e for  a suppl i er  negoti ati on.

1. K now Your  N um ber s Befor e you star t negoti ati ng wi th your  suppl i er s, you need to know your

num ber s. Thi s m eans havi ng a c l ear  under standi ng of  your  c om pany's budget and what you'r e

wi l l i ng to spend on eac h i tem  or  ser vi c e. You shoul d al so know your  c om pany's c ur r ent c osts for

the i tem s or  ser vi c es you'r e negoti ati ng for. Thi s wi l l  gi ve you a good star ti ng poi nt for

negoti ati ng.

2. D o Your  Resear c h Onc e you know your  num ber s, i t's ti m e to do your  r esear c h. Thi s m eans

fi ndi ng out as m uc h as you c an about the suppl i er s you'r e negoti ati ng wi th. What ar e thei r  ter m s

and c ondi ti ons?  What ar e thei r  pr i c es?  What i s thei r  r eputati on l i ke?  Who ar e thei r  c ur r ent

c ustom er s?  A r e any of  thei r  c ustom er s c om peti tor s?  A l so do r esear c h on who fr om  the c om pany

you wi l l  be negoti ati ng wi th pr i or  to the negoti ati on. The m or e i nfor m ati on you have, the better

posi ti oned you'l l  be to negoti ate.

3. Set Your  Goal s Befor e you star t negoti ati ng, you need to set your  goal s. What do you want to

ac hi eve fr om  the negoti ati on?  D o you want to l ower  your  c osts?  D o you want to i m pr ove your

ter m s and c ondi ti ons?  D o you want to get a better  pr i c e for  a spec i f i c  i tem ?  A l so c ategor i se your

goal s i nto what you want (m andator y) and what your  need (woul d l i ke to have). Onc e you know

your  goal s, you c an star t wor ki ng on ac hi evi ng them .

4. Make a P l an Onc e you know your  goal s, i t's ti m e to m ake a pl an. Thi s m eans f i gur i ng out what

str ategi es and tac ti c s you'l l  use to ac hi eve your  goal s. Wi l l  you be usi ng a c ost-pl us pr i c i ng

str ategy?  Wi l l  you be tr yi ng to get a better  pr i c e for  a spec i f i c  i tem ?  A r e you tr yi ng to c hange

your  buyi ng or  IN C O ter m s?
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5. K now Your  Wal k-away P oi nt Befor e you star t negoti ati ng, you need to know your  wal k-away

poi nt. Thi s i s the poi nt at whi c h you'l l  wal k away fr om  the negoti ati on i f  you c an't get what you

want. K nowi ng your  wal k-away poi nt wi l l  hel p you stay foc used and avoi d m aki ng c onc essi ons

you don't want to m ake.

7. P r ac ti c e Your  A r gum ent Onc e you've pr epar ed your  ar gum ent, i t's ti m e to pr ac ti c e. Thi s m eans

goi ng thr ough your  ar gum ent i n your  head or  even out l oud. P r ac ti c i ng wi l l  hel p you to be m or e

c onfi dent when you'r e ac tual l y negoti ati ng.

8. Be P r epar ed to C om pr om i se N o negoti ati on i s ever  goi ng to be 100% suc c essful .  You'r e goi ng

to have to c om pr om i se on som e thi ngs. Be pr epar ed to gi ve and take. If  you'r e too r i gi d, you'r e

l i kel y to wal k away fr om  the negoti ati on wi thout getti ng anythi ng. Som e potenti al  c om pr om i ses

dur i ng the negoti ati ons c oul d i nc l ude – c ontr ac t l ength, paym ent ter m , etc .

9. Be P r epar ed to Wal k A way Even i f  you've pr epar ed wel l ,  ther e's al ways a c hanc e that the

negoti ati on wi l l  br eak down. If  thi s happens, be pr epar ed to wal k away. Wal ki ng away fr om  a

negoti ati on i s al ways better  than m aki ng a bad deal .

10. Fol l ow Up Onc e the negoti ati on i s over, i t's i m por tant to fol l ow up. Thi s m eans m aki ng sur e

that the ter m s of  the agr eem ent ar e m et. If  the suppl i er  doesn't m eet thei r  obl i gati ons, you m ay

need to r enegoti ate. By fol l owi ng these ti ps, you c an pr epar e for  a suc c essful  suppl i er

negoti ati on.

6. P r epar e Your  A r gum ent Onc e you know your  goal s and your  wal k-away poi nt, you need to

pr epar e your  ar gum ent. Thi s m eans f i gur i ng out what poi nts you'l l  use to suppor t your  posi ti on.

What data do you have to suppor t your  posi ti on?  What ar gum ents c an you m ake to c onvi nc e the

suppl i er  to agr ee to your  ter m s?


