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contracts; short-listing and meeting potential suppliers, improved payment terms, a solution-based A good
and negotiating on price and terms. Sounds simple? partnership,and suppliers taking ownership and procurement
Well not quite. It is important to bear in mind that reducing the involvement of your management. .
document writing and negotiation are specific skills. Lastly,and perhaps most importantly, using a consultant will
Circumventing the process, using inexperienced procurement consultancy should not cost your take the time

staff or simply ‘tagging’the spend review to a staff
member’s existing workload can all result in minimal,
if any, saving. Sure, on some occasions a short cut
approach may deliver savings, but in the long run
these savings will probably not be sustainable, and
rarely measure up to those achieved when reviews
are conducted by the right people following the

organisation a penny.The best procurement
consultancies are confident in their ability to
deliver results and only charge a fee if they can
deliver savings.This fee is normally a percentage
of the savings made, so you should never
find yourself with a bill but no savings.

Hiring a procurement consultancy to conduct

to understand
your business,
your pressures,
and your key
requirements for
any new supplier
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The Easiest Way to Boost Your Bottom Line

In these troubled financial times, what business
wouldn't benefit from reducing it's spend? If your
business has been hit hard by the downturn, making
savings can give your bottom line a welcome boost.
Even if your organisation is thriving, you can still
benefit from taking a closer look at your contracts
with suppliers. Indeed, there’s never a bad time

to review your spend, because even if you don't
have an urgent need to make savings, it's always
reassuring to know that you really are getting the
best deal on the goods and services you buy.

You can use experienced members of your
staff to assess new suppliers and negotiate better
deals, or you can bring in a specialist procurement
consultant. Both have their benefits,and only
you can judge what is best for your business, but
whoever you choose to undertake your spend
review, the end result should improve your bottom
line and keep your financial projections on track.

Keeping Your Spend Review In-House

Spend reviews can be performed by your existing
staff, and the whole process can be managed in-
house. In order to get the best results you must first
consider whether you have the right person in the
organisation to perform the spend review.The person
you appoint should, where possible, have little or no
prior exposure to your current supplier as this will
enable them to act as a neutral intermediary, with

no need to unduly consider existing relationships.
All too often spend reviews are carried out by the
same people who have been managing the existing
supplier for a number of years,and this approach is
rarely effective in achieving the best from the review.
Being able to take a detached and objective view
opens up new ways of thinking and typically delivers
far better results. Of course the knowledge of staff
directly involved with the supplier should not be lost,
and their input is vital to a successful review, however
itis unlikely that they are the most suitable people
to actually conduct the analysis and negotiations.
The person you appoint should have an
understanding of procurement and the strategies
used to deliver sustainable savings.They must
have access to a wide range of suppliers, be able to
produce professional, clear tender documents, possess
exceptional negotiation skills, be able to provide an
impartial analysis on each supplier,and above all,
be able to dedicate time to the process (which can
be as little a few weeks or as much as few months,
dependant upon the complexity of the review).

So What's Involved in Conducting a Spend Review?

The entire process is probably too long to go in to here,

so | have listed a few of the main elements, namely;
identifying your organisation’s requirements, finding
suitable suppliers, producing documents such as

the tender document, service level agreements and
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right processes and of course using the right tools.

What if You Don't Have The Right People Available?
While you may be sure that your staff are extremely
capable and already have the best deals in place,
if they don't have the time to dedicate to a review,
or your previous reviews have only produced
minimal savings, there is reason to suspect that
your reviews have been ineffective,and you may
benefit from external help.This help exists in the
form of procurement consultancies. They offer a new,
objective view,and because the consultant has no
existing bias towards your suppliers they can highlight
potential savings that may otherwise be overlooked.
In most cases, an internal spend review will
produce some savings. Successful procurement
consultancies consistently deliver savings upwards
of 20%, and regularly out-perform the efforts of
in-house staff. Why? Well, consultancies can only
afford to recruit the most capable procurement
specialists. Most procurement consultancies work
on a“no savings-no fee"basis, and as such, their
businesses are entirely dependent on up-to-date
supply market knowledge and the negotiation and
communication skills of their consultants. These skills
are very different to those required when managing
suppliers,and so while your staff may be exceptionally
proficient at managing suppliers, they may lack some
of the skills necessary to broker the best deal.
A good procurement consultant will take the
time to understand your business, your pressures,
and your key requirements for any new supplier.
Their experience and expertise means they will
learn about your business very quickly,and the best
consultancies will consider not only the running of
your business, but also it's culture. Don't forget, it is
the job of the procurement consultant to identify
someone that you can work with on a long-term
basis whilst offering savings without compromising
on the quality of goods or services that you buy.
The consultant will manage the entire process
on your behalf. They work effectively and achieve
significant savings whilst allowing your staff to get
on with their day-to-day tasks.The final decision on
which supplier to appoint, however, must reside with
you, although this will be made considerably easier
with the clear, unbiased analysis of your consultant.
Ultimately, the procurement exercise should
boost your bottom line and also deliver other
benefits,including increased service delivery,
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your spend review, implement cost saving measures,
and handle negotiations with suppliers can deliver
quantifiable and most importantly, sustainable savings.
But if you are to reap the rewards of outsourcing your
spend review, it is vital that you are selective in your
outsourcing, as not every procurement consultancy
provides the same level of service and expertise.

Choosing a Procurement Consultancy

So, if you have decided to appoint a consultant,
what should you look for? Well firstly one that
only charges a fee if they can deliver savings.

They should understand your business and its
culture prior to starting work, then analyse your
business expenditure and conduct the spend review
without interfering with the activities of your staff.

A good consultant will provide regular updates
to all stakeholders and act promptly on any
concerns, allowing you to monitor and direct
the activities of your procurement consultant,
so that you remain in control at all times.

The target for sustainable savings should be
around 20%. Just because it is the lowest price does
not always mean it is the best deal; if your suppliers
benefit little from your agreement, they are unlikely
to regard your business as a priority,and so over
time, you may experience a noticeable reduction
in the quality of service.Your chosen consultancy
should understand this and only negotiate deals
that meet the criteria for your requirements and
not working for their own gains.This is where the
skills of an astute negotiator are vital — a skilled
procurement specialist will be able to judge when
there is more room for manoeuvre in a negotiation
and when the best possible deal has been reached.

Why Wait?
Finally, consider the cost to your company if you delay
your spend review. If your spend review is delayed for
five months, but eventually
highlights savings of £60,000,
the delay has cost your
business £25,000 in potential
savings.That's £25,000

that could have been on
your bottom line. []
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