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How Can You Ensure Negotiated Savings Is Captured?
Ho
In the last edition of PurchTips, we explored two reasons why “Realized Savings” is less than “Negotiated Savings” as
http://tinyurl.com/gqpwpq7). Those reasons were: “Prices varied from
defined in our Procurement Funnel model ((http://tinyurl.com/gqpwpq7
assumptions” and “End user compliance was less than 100%.” Today, we’ll cover one more reason.
Reason #3: Quantities purchased were less than forecasted. In calculating cost savings, typically you take the
savings per unit and multiply by the quantity purchased. So, the more you buy, the more you “save.” If the organization
buys a lower quantity than forecasted, Realized Savings will be less than Negotiated Savings. If the quantities used in
calculating Negotiated Savings were not forecast by the procurement department, then the procurement department
shouldn’t be blamed for not hitting “Realized Savings.”
Actually, no one should be looking to place blame when quantities purchased were less than forecasted. The goal for
many organizations, as we teach in "Finance For Strategic Procurement, Part I," is to achieve expense reduction as
recorded on the profit and loss statement. Whether an expense reduction is achieved due to a procurement departmentnegotiated discount or the decision not to buy something, it is still a "win" for the organization. To challenge procurement
performance when the organization is "winning" is counterproductive.
Now, here are three things you can do to help “Realized Savings” match “Negotiated Savings”:
• Acknowledge the potential of supplier billed prices exceeding contract prices, make sure you know your
organization’s requirements and the market inside and out, and manage the supplier and the contract
• Involve end users in the sourcing process so that they buy in to the supplier selection, adequately communicate
that there’s a new supplier on-board, monitor usage, and squash rogue buying as soon as it surfaces
• Help end users forecast accurately – after all, you work with many people involved in forecasting, they don’t

Looking to Advance Your
Procurement Career?

How Are You Preparing For The
Future of Procurement?

Are You Getting The Most Out of
Your NLPA Membership?

Are you looking to advance your
procurement career but don't
know where to start? The SPSM®
Certification can help you learn the
most modern procurement skills,
achieve meaningful results, and
prove your capabilities.

The saying goes: “The only
constant is change.” Nowhere is
that statement truer than in
procurement and supply chain
management.

Members of the NLPA get more
than just articles like this by
email. As a member, you also get
access to:
• The Procurement Training &
Certification Starter Kit
• The latest Purchasing &
Supply Management Salaries
Report
• Leading-Edge
Supply
TM
Management magazine
• Members-only webinars 10x
per year
• And more!

Earning
a
procurement
certification
is
NOT
an
insurmountable goal. Once you
get started working towards your
SPSM® Certification, you'll find that
earning it is not only easier than
you anticipated, but it's fun, too!

Procurement and supply chain
are fields that have changed
tremendously throughout the
years. They are much more multifaceted disciplines than they were
even just a few years ago.

Download
the
SPSM®
Certification Information Guide
& learn how earning your SPSM®
Certification can help you have
a more successful career!

If you haven’t adapted to new
ways of carrying out your work,
the world is passing you by.
Download our whitepaper, “The
Future Direction of Procurement &
Supply Chain” to learn how to
prepare for the future of these
important business functions.

Download

Download

If you haven’t been taking
advantage of these benefits,
why not log in and start now?

Log In Now

Join Today

