Improve Your Profit and Loss

In the realm of supply chain management, entrusting your team with supplier relationships often raises
questions about securing the best deals. Given that managed spend typically accounts for 35-40% of
total corporate revenue, it’s crucial to navigate these dynamics strategically. Here are key considerations
for your team to negotiate the most effective contracts while having a positive impact on your P&L:

1. Selective Negotiation: Prioritize negotiations 6. Strategic Competitive Analysis: Assess the
based on complexity and spend. Focus true competitive advantage offered by suppliers
energy on high-risk, high-complexity, high- and explore alternatives for a better value.

spend contracts such as capital equipment
and large IT agreements, while simpler deals
like purchasing office supplies do not warrant
extensive negotiation efforts.

7. Deal Narrative Transparency: Ensure
transparency in the negotiation process to
facilitate collaboration and alignment. Remain
flexible to explore alternative solutions that

2. Relationship Building: Understand adapt to market changes and business
stakeholder needs and cultivate strong ties with priorities.
suppliers to enhance negotiation outcomes.
Cultivate trust through open communication
and collaborative problem-solving.

8. Volume Discounts: Scrutinize volume
discounts and ensure terms are favorable.
Always look for any hidden agendas at play.

3. Preparation: Do an in-depth analysis of
proposals and set clear objectives, including
a walk-away strategy if those objectives are
not being met. Understand the impact on the
company as an overhead expense or cost of
goods sold.

9. Approval Processes: Get internal stakeholders
involved in creating a streamlined approval
process with parameters set around preferred
contract language to make sure it resonates
effectively.

10. Continuous Improvement: Continuously
refine negotiation strategies by soliciting
feedback, analyzing past outcomes, and
aligning with organizational objectives.

4. Risk Management: Implement robust risk
mitigation strategies and “what if” scenarios
within contracts, ensuring accountability and
measuring acceptable risk levels.

Practicing these strategies can empower your

team to navigate supplier relationships effectively,

driving profitability and ensuring alignment with
organizational goals.

5. Value-Centric Approach: Look beyond cost
savings to prioritize value-added benefits such
as increased revenue, quality, reliability, and
sustainability.
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