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1. KNOW YOUR COSTS
This sounds obvious but takes some time and effort really work out what running your organisation is costing and where. Once known you can take a step back and it will very often help identify opportunities. “You mean in real terms archiving is costing us that!? Surely electronic document storage is worth a look?” Whoever thought electronic document storage could be exciting.

2. THERE IS A DIFFERENCE BETWEEN COST REDUCTION & PRICE REDUCTION

Cost reduction is sustainable over the long term, Price Reduction is often a short term commercial initiative which is then reversed. When reducing prices in the short term consider if there is any impact on longer term cost and seek to cover these in contract negotiations.

3. GET SUPPLIERS TO BREAK DOWN THEIR PRICE

In negotiations ask a supplier to explain the components of their pricing that constitute cost. It’s a fair challenge and an effective tactic to reduce price, remove unwanted or irrelevant parts and challenge what is a fair margin.

4. THINK ABOUT WASTAGE

Often the easiest and best way to reduce costs is to focus on wastage.

5. MEASURE & MANAGE SUPPLIERS

Many think they do this well but relationships drift or get cosy and opportunities for improvement get missed (cost reduction or otherwise).   Also, stay aware of the supplier market and landscape for innovations in order to maximise value and harness improvements (or use someone to help you).

6. COST CONSCIOUS CULTURE

Get a Cost Conscious Culture being lived and breathed in your organisation, from top to bottom. Everyone aware, responsible, focused and freely making suggestions
7. BE EXCITED!

Focusing on Costs and looking for opportunities in this area often get left alone as an organisation is too busy focusing on it’s day to day activities. Cost reduction very often goes straight to your bottom line with value equivalent to multiple new customer sales but with less effort and man hours. Exciting!

8. CONSIDER OUTSOURCING

You may have historically built up managing a certain activity in house. If this is non-core to your main business or activity, often outsourcing to an expert will deliver reduced costs with enhanced service.

9. LONG TERM PARTNERSHIPS – A TWO WAY STREET

Partnership is one of the most overused commercial phrases of the last 20 years. However, long term suppliers should deliver better value when managed effectively. That’s obvious but what is often missed is that you should also be looking to add value to them, to in turn help you. Feeding back on ways to improve their service, reduce their costs, gaps in your needs, perhaps even with an enhanced contract to reciprocate some trade or service from you.

10. DON’T OVER BUY

Have you asked for, or are buying, KPI service levels or specs, that are higher than actually need? Lowering these or reducing the specifications from suppliers will often reduce their costs. For non-delivery ensure performance penalty clauses and exit clauses also.



