2t Ignite Procurement

GUIDE TO:
RENEGOTIATION
PROCESS

Use this guide to get practical tips on how to ensure
a successful renegotiation process.

WWW.IGNITEPROCUREMENT.COM


https://hubs.la/Q018xY8K0
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Renegotiation is an
important lever to drive
cost reductions

Commercial levers:

RENEGOTIATION

e Renegotiate with focus on lowering current prices
e Consider contract extensions to achieve lower prices

TENDER PROCESS

BUNDLING

Process levers:

OPTIMIZE SPECIFICATIONS
REDUCE CONSUMPTION
REDEFINE THE SUPPLY CHAIN
INSOURCING 7/ OUTSOURCING

STRATEGIC PARTNERSHIPS
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The opportunity window
indicates the potential
outcomes in a renegotiation
process

Buyer LAA!

Supplier’s window
in a negotiation

Opportunity
window

Supplier LAA!

Buyer’s window
in a negotiation

1. LAA = Least Acceptable Agreements IGNITE PROCUREMENT
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Six practical tips
for a successful
renegotiation

—

process 6. 2,

Invest Set clear-cut
in analytics agenda
upfront

Renegotiation
success factors

5. Y 3.

1.SHOW RESPECT Ind.ic.a.k.e Create overall
« Act with integrity and show Ferellolliifze 4 T
respect for the opposing parties Give sp.eciﬁc
« Key in securing a future healthy feedback
and sustainable relationship )

S~

2. SET CLEAR-CUT AGENDA

« Agenda for the meeting including time indications and responsible
« Communicate agenda to supplier prior o the meeting

3. CREATE OVERALL ‘STORY’

« State and share insights info why the meeting is being held
e Link process to an overall cost reduction program, if applicable

4. GIVE SPECIFIC FEEDBACK

« Provide details related to your demands or targets
« Ambitious, but realistic targets

5. INDICATE POSSIBILITIES

« All suppliers usually want to sell more, but: «What's in it for us?»
« Consider and indicate possible growth opportunities

6. INVEST IN ANALYTICS UPFRONT

« Procurement analytics to identify potential renegotiation candidates
e Internal vs. external analysis to get insights into tactical measures

IGNITE PROCUREMENT
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Always remember
to leverage data to tip
the scale in your favor

Use your data to conduct more data-drivenand fact-based
discussions.

SOURCING
TEAM

IGNITE PROCUREMENT
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Three different types of
analysis for driving insights

B3 @ 3

ANALYSIS PURPOSE CONTENT (e.g.)

Internal analysis
(e.g., spendanalytics)

External analysis

(e.g., supplier
financials)

Market analysis
(for internal use)

Overview of current
suppliers in terms of
spend development,
prices and supplier
dependence

Understanding the
supplier’s current
situation, e.g., insights
into supplier profitability
and potential
bargaining power

Understanding the
market and alternative
suppliers, and what
costs that could
potentially arise when
changing supplier

e What goods and
services do we buy?
e Spend development
e Unit prices
e Share spend
in category

e Revenues

and/or share of wallet
e EBIT

(and development)
« ROCE

(and development)

e Alternative suppliers
e Switching costs

IGNITE PROCUREMENT
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EXAMPLE
Four analyzes you could

use in your renegotiations

®

HISTORICAL
SPEND DATA
o D
?F BENCHMARKS /
COST MODELING
PRICE

COMPARISIONS
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Timeline and process for
conducting a renegotiation

initiative

2 Identify and select

weeks | suppliers

» Analyze spend across

suppliers and categories W
 Select suppliers W
to renegotiate with oo

4 Supplier e

weeks | Meetings

Ist meeting with suppliers
 Present the data
and analytics
« Communicate expectations
and “homework”

2nd meeting with suppliers
» Feedback from suppliers
prior to the meeting
» Negotiate with the goal
of reaching an agreement

1. Should be continuously monitored going forward

2 Invite

weeks | and prepare

» Contact and send
invitation to suppliers

 Prepare presentation
material for the meetings

« Clarify strategy and roles
for the meetings

« Track, report, and ensure
that savings are realized
 Sign agreement and set

plan for future collaboration

» Update prices,
communicate agreements,

and ensure implementation

IGNITE PROCUREMENT
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Overall agenda to use
in renegotiation meetings

\ OVERALL . A UPDATE
STORY . FROM SUPPLIER

PROCUREMENT
ANALYTICS AND .
MARKET INSIGHTS .

SUMMARY AND
GOING FORWARD

IGNITE PROCUREMENT | 10



2t Ignite Procurement

About Ignite Procurement

We empower organizations to unlock the full power
of strategic procurement.

Ignite Procurement’s value comes from being a best-of-
breed spend management platform with industry-leading
technology and expertise.

Ignite Procurement supports your strategic procurement
efforts through Procurement Analytics, Data Management,
Category Management, Contract Management, Supplier
Management, and Initiatives and Tasks Management.

From procurement professionals to business owners, Ignite
Procurement helps organizations beat their everyday
challenges.

Book your demo

WWW.IGNITEPROCUREMENT.COM
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