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Introduction / Abstract

The term “Negotiation” is not new to us. All of us have been engaging in som
whenever we go out to shops for buying our household requirements. Such negotiations
obtaining price reduction. Sometimes we may even visit a few shops, browse the internet,
to obtain the best buy. However, the scope for such negotiations is limited, since in most case
are determined by the market forces of demand supply equations.

However, when we talk about “Negotiations” in a Business setting, i el’rent cup
of tea. It needs a lot of professional training, skill and experience to sucges de*¥a business
deal. You need to master a complex process of identifying strategies, i to engage in
skillful negotiations, to finally conclude the deal. Since each deal isedi S may need to
be revised for each, but the essential processes and steps to be fol the same in most
cases. In this article, we look at some of the checklists and ste i seful for conducting the
negotiation process.
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ly means that the benefit obtained is more than the cost incurred in
obtaining that i p something.

You mus at that you never try to make all the gains in a deal but let the other party
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Checklist for Evaluating the Suppliers’ Proposals
e Is the proposal submitted on time?

o Does it conform to the specification or provide an acceptable specification?

e Doe it answer all your queries?

e Does it provide pricing in proper currency and unit of measure?

e Are there any hidden charges?

o Does the supplier have the ability to provide the required quantity?

e Has the supplier confirmed ability to deliver to, or perform at the desir,
o Does it conform to specified payment terms or propose acceptable
o Does it comply with the specified warranty or propose acceptabl
e Has the supplier specified any exceptions to your contract
o Has the supplier provided financial statements and ¢
o Does the proposal offer ideas for cost saving or
e Does the proposal provide informati t up in the purchasing system?
e Does it provide evidence of require
o Has the supplier demonstrated capaei nal work if awarded your business?

Having evaluated the suppliers’ ep would be to prepare for negotiations. The
shortcomings in the proposals would [ ; ingypoints during negotiation.
Understanding Supplier’s Strate

Have your suppliers figured out ze your negotiation strategies? Most professional
sellers regularly go through ptiation gkaining. do not hone your negotiation skills, your chances
of getting the best dg ’ oﬁ e very slim. Unfortunately, many procurement
professionals feel tha B3 gotiation experience will serve them well today. But things have

changed much tod gly win-win negotiation is the new standard. Today you have less

>, you cannot defeat it. Let us discuss it with an example; an IT supplier
T professional who has little or no negotiating experience instead of engaging a
. This strategy will make the IT professional feel as if he got a good deal, so that
procurement involvement that would diminish his “negotiating glory”. It would also
a defense against procurement negotiation. Defeating such strategy would involve
the IT department to reach a common understanding of supplier’s strategies and to

Win-win negotiation is the norm today. However, if a supplier comes to the negotiating table with
egy to “win” more than you, deciphering and defeating that strategy (not that supplier) is a key to
favorable results.
Negotiation Checklist to Improve Your Results

o |dentify the primary supplier to negotiate with
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¢ Identify the second best option in case you cannot reach agreement with your primary supplier
o Decide on the format and location of your negotiation sessions

e Invite the primary supplier to negotiate and understand who the supplier’s principal negoti

e Ensure that the supplier assigns a negotiator with decision making authority

e Assess your leverage over the supplier ‘

o Determine the overall negotiation strategy

o Identify all the terms that you will negotiate

o Set targets and least acceptable alternatives for each of them

e Determine your tactics (such as threatening to use another sup enefits to the
supplier of doing business with you etc.)

e Decide on what to concede, if necessary, to reach agreemen

o Develop timeline for the negotiation process

e Identify the risks to achieving your terms and p

e Develop and share internally a co
and what information they must kee

e Anticipate your supplier’s reactio

e Create an agenda for the nego

Start the negotiation

uctions, Value Engineering, Learning Curve etc

mmon knowledge that most big suppliers have higher prices and higher share of business.
ave lower total cost in the system
trategy so far, has been to negotiate when you want to buy.
an alternative strategy could be to negotiate when you don’t want to buy immediately!
The advantages of this strategy are:
e Time is in your favor
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e You are not short for next supplies
e You may already have an alternate
e You have no commitments to honor
e You can build your own case

Some more thoughts on Negotiation ‘
e Itis not always the price that needs to be negotiated

e Can you buy a product which has low cost to the supplier but high value to your orga
product?

o Always remember that it is your organization that is negotiating a
e Be hard on the deal but soft on people

e Look at the deal from their side also

e Be innovative in your approach each time

Resources and Relationships
o Resources are constant, expensive and finite

e Relationship has no cost attached

o While you do a cost review, do you re ip with your supplier?

. i performance and communicate to your vendor?

rmation regarding Negotiation
yclopedia

sful International Business Negotiations — By Robert Moran, William Stripp
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