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Administrative Expenses

Contract Services

Security Systems

· Pricing comparisons can be complicated as contracts can be structured to bill for one fixed monthly fee, or separate fees for equipment leasing, maintenance and scope of service. 
· Competitive comparisons of equipment can be difficult as different manufacturers may not offer identical equipment configurations or service packages. 
· Price leverage is best when aggressively negotiated prior to contract signing, but pricing can be renegotiated based on actual use of maintenance versus projected use of maintenance.  

· Suppliers usually bid contracts based on inflated service cost estimates, or highest usage of maintenance possible for life of lease.  

· The best time to renegotiate existing contracts is halfway or 2/3 of the way through your contract.

Uniforms

· This category features a short list of national competitors such as ARAMARK and Cintas, and a breadth of local supplies to metro markets.
· Suppliers often augment profits (so they can aggressively price uniform rentals) by inflating ancillary fees such as environmental charges, towel rentals, locker and mat fees. 
· Savings are usually available through offering contract commitments, where no contract exists, or contract extensions. 
Information Technology

Computers & Peripherals

· There are many one-time purchases.  The lure of additional business is not always available to produce price leverage.

· Standardizing with a particular manufacturer can produce negotiating leverage.

· Current pricing may be inflated because IT experts are sometimes more concerned with finding the latest technology and continuing existing supplier relationships than they are focused on reducing costs.

· The key to reducing costs is in determining your exact requirements and researching product and specification alternatives in every situation.

· When buying wholesale, you may be able to lock in an advantageous “cost-plus” pricing arrangement.

Maintenance

Janitorial Supply

· Top usage items are paper and plastics, typically high profit items.

· There are usually two large nationals and often a handful of local competitors in every market. 

· “Me too” product lines for items such as trash bags and paper towels make it relatively easy to get competitive pricing.
Office

Copiers & Leasing

· Pricing comparisons can be complicated as contracts can be structured to bill for one fixed monthly fee, or separate fees for equipment leasing, maintenance and supplies. 
· Competitive comparisons of equipment can be difficult as different manufacturers may not offer identical equipment configurations or service packages.
· Price leverage is best when aggressively negotiated prior to contract signing, but pricing can be renegotiated based on actual use of maintenance versus projected use of maintenance.  

· Suppliers usually bid contracts based on inflated service cost estimate, or highest usage of maintenance possible for life of lease.  

· The best time to renegotiate existing contracts is halfway or 2/3 of the way through your contract.
Data Services

· Pricing comparisons can be complicated as contracts can be structured to bill for one fixed monthly fee, or separate fees for services and supplies.

· Suppliers often augment profits (to aggressively price base fees) by inflating ancillary fees such as media costs and premium paper stocks. 

Professional Services

Consulting

· Creative content of consulting service affects the ability to benchmark pricing.  Services with creative content cannot be clearly compared to competitors.

· The perception that hourly rates for services (legal, accounting, etc.) cannot be negotiated is false. These services are almost always negotiated when large contracts are at stake, and can be negotiated under any circumstance.

Sales Expense

Promotions

· Recurring (negotiable) spending is difficult to peg as promotions often change.

· Savings are available, where recurring spend exists, by executing quantity purchase agreements. 

MRO Expense

Equipment
Forklift Leasing & Maintenance

· Price leverage is best when aggressively negotiated prior to contract signing, but pricing can be renegotiated based on actual use of maintenance versus projected use of maintenance.  

· Suppliers usually bid contracts based on inflated service cost estimate, or highest usage of maintenance possible for life of lease.  

· The best time to renegotiate existing contracts is halfway or 2/3 of the way through your contract.

Power Trans/Motors

· Profits typically range from 15-45%. Manufacturers often protect those profit margins and reduce competition by having one or a select few approved distributors per territory.

· Willingness to change manufacturers is important to create leverage in price negotiations.

· Better pricing can be also be achieved by standardizing to one manufacturer from 2 or more and consolidating spending nationally.

· Willingness to consolidate suppliers and leverage spending can produce savings.

Tools

· Profits typically range from 25-60%. Manufacturers often protect those profit margins and reduce competition by having one or a select few approved distributors per territory.

· Willingness to change manufacturers and consolidate suppliers is important to create leverage in price negotiations.

· Better pricing can be also be achieved by standardizing to one manufacturer from 2 or more and consolidating spending nationally.

Maintenance

Bearings and Drives

· Supplier profits typically range from 25-75%.  
· Willingness to change manufacturers is important to create leverage in price negotiations.

· Better pricing can be also be achieved by standardizing to one manufacturer from 2 or more and consolidating spending nationally

· Willingness to consolidate suppliers and leverage spending can produce savings.

Electrical Supply

· These purchases are typically need-based and made when supplies are low or non-existent.  Good savings are possible because those purchase decisions are made without closely examining prices.  

· People are attached to specific vendors who deliver when emergency or need-based purchases occur.  Attachment to suppliers equals higher prices.

· Consolidation opportunities exist, but are tempered by each location’s existing electrical system technology (such as Allan Bradley or Square D/Telemechanique).  Substitute parts are not available for these OEM systems.

Lubricants

· Many lubricants can be pegged to market indices, which help you to cap prices and lock in price decreases when commodity prices go down.

· Willingness to try alternate manufacturers or new technologies, such as synthetics, can produce significant savings.

Warehouse Supply

· Catalog suppliers such as McMaster Carr, while they offer a breadth products and next day service, command premium prices.
· Significant savings (15-25%) can be achieved by standardizing products and purchasing from suppliers such as WW Grainger or local shops.
· Profit margins typically range from 25-60%, but can often be double or triple the actual cost of “low ticket” items. 
Wood & Wood Pallets

· Savings are available both from negotiated pricing and rebates for the return of broken pallets.

· Standardizing to a commonly used pallet type, from a custom size or type, can yield significant savings.

· Moving from a new to remanufactured pallet yields significant savings. 

· This is sometimes a difficult spend to consolidate nationally because pricing is driven by local or regional market factors. 
Production Expense

Distribution

Freight & Logistics

· Analyses of competitive pricing can be complicated because suppliers use different pricing formats, tariffs, classifications and ancillary fees. 

· Prices have been rising, due to shrinkage of supplier base, labor shortages and fuel increases.

· Freight savings can be achieved by consolidation of business by lane and by carrier.

· Freight savings can also be achieved by transition to cheaper modes of transport, such as truck to rail, or LTL to Full Load Trucking. 

· Rail freight is usually least expensive of all, but there are few suppliers offering service in any given area and access to rail delivery may be limited. 
Equipment

Rollers

· Spending is usually tied to an OEM, which limits the ability to use alternates without possibly voiding service warranties.

· Savings can be achieved by leveraging annual spending with blanket purchase orders or quantity purchase commitments. 

Packaging

Corrugated Boxes

· This category has high savings potential because high profits and high sales commissions are typical in the corrugated industry.  

· Companies often overpay by buying boxes that exceed their needs. Salesmen aggressively sell products that exceed requirements (over-specification) in order to increase prices by as much as 10-15% and increase sales commissions.  

· Corrugated box pricing should be pegged to market indices.  This helps you to cap prices and lock in price decreases if commodity prices go down.

Supplies

· Markups for both paper and non-paper items are significant, allowing room for price negotiations.

· This is a highly competitive industry with at least two major (one-stop) suppliers in almost every major market. 

· Companies are consistently oversold into buying products that exceed their needs and paying higher prices for those products.

Raw Materials

Fine Paper

· This category has high savings potential because high profits and high sales commissions are typical in the paper industry.  
· Companies often overpay by buying products that exceed their requirements. Salesmen aggressively sell products that exceed requirements (over-specification) because it can increase prices by as much as 10-15% and increase sales commissions.  

· Paper pricing should be pegged to market indices.  This helps you to cap prices and lock in price decreases if commodity prices go down. 

Printing and Graphic Arts Supply

· Beware the word “Custom.”  Stock products are often slightly modified to command significantly higher prices.  Standardization of products and supplies can often yield significant savings. 

· Companies often overpay by buying products that exceed their requirements. Salesmen aggressively sell products that exceed your requirements (overspecification) to increase their commission.  

· Be cautious of “Yield Comparisons” as basis for cost savings. Usually, but not always, used in Ink sales, these comparisons may not be reliable because the seller provides them.  The best basis by which to create savings is still unit price negotiation. 
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