Negotiations – Supplier and Buyers objectives






NEG01

[image: image1.png]Supplier objectives

Attractiveness

e “DEVELOPMENT” “CORE”
Nurture client Look after customer
Expand business | Defend rigorously
= Seek new High service and
5 g opportunities response
] “EXPLOITABLE"
Drive premium price
Seek short-term
advantage
Risk losing customer’
Low

Relative Value of business  High




         [image: image2.png]Buyer objectives

High

Increasing
risk

Low

“STRATEGIC”

Collaborate to
reduce cost
and share risk

“LEVERAGE”

Typical
buyer v supplier role
Negotiation based
on cost

Increasing spend




Development Customers / Critical Suppliers 

Supplier’s view - characteristics

· Low value yet attractive in other ways
· Customer has “potential” to go to “core”
· Customer “highly sought after”
· Supplier will “go the extra mile”
· Supplier works hard to exceed customer 
expectations
Supplier Objective: Means to get further business or to retain due to “special nature” of customer
Buyer Objective: maintain special relationship

Nuisance Customers / ‘Acquisition’ Suppliers 

Supplier’s view - characteristics

· Low value items, little profit made
· Customer difficult and/or expensive to service
· Location, working practices
· Customer is unattractive in other ways
· Attitude, not paying on time, very low margin
· Service bad, supplier shows little interest in putting it right
Supplier Objective: Withdraw from this business
Buyer Objective: Automate process but maintain reliability 

Core Customers / Strategic Suppliers
Supplier’s view - characteristics:

· High value and attractive

· High level of service and attention 

· Supplying this is the supplier’s “raison d’etre”

· Increases profit in low profile manner

· Receptive to “strategic alliances” / “partnerships”

· Seeks to lock the customer in

· Supplier will defend vigorously

Supplier Objective: Retain + expand business
Buyer Objective: Collaborate and cement relationship
Exploitable Customers / ‘Leverage’ Suppliers
Supplier’s view - characteristics

· Relatively high value, but not “attractive”

· Supplier may be in “unique” position

· Prices rise steeply

· Supplier seeks short term advantage(s)

· Supplier prepared to lose customer

Supplier Objective: maximise profit in short term
Buyer Objective: Negotiate based on cost
Supplier preferencing teaches us to:
· recognise that Suppliers use techniques to distinguish customers and business which is most attractive to them
· identify and put in place strategies which ensure that the buyer’s objectives continue to be met
How do we know where we stand?

· Do we have to chase delivery?

· Is performance above or below any KPIs?

· Do we feel cared for?

· Are we asked to be a reference site?

· Do we have any quality problems?

· Is everything we ant extra or chargable?

· How quickly are our phone calls returned?

· Does the supplier…

· Bring us new ideas?

· Fix problems promptly?

· Ask is to Beta test or try prototypes?

· Keep in touch?

· Share their roadmap with us?

· Ask us for any ideas we have?
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