NJG Purchasing Services Limited 
A Brief Case Study
Introduction

As with every assignment the initial stage is to identify the commodities that are to be reviewed. We always strive to communicate to every client that they should include as many commodities as possible. This is because that payment is related to performance so if we are unable to identify any savings on a particular commodity there are no fees for our work on that particular commodity.
Assignment Brief

Our client requested us to review the commodities that represented the majority of their expenditure.
The commodities that we investigated were as follows:

· Packaging

· Work Wear
· Landline Telephones

· Cleaning consumables
· Refrigerated Transport Services
· Ingredients
Data Collection

This stage is critical to the assignment, as incorrect data will affect the negotiations we conduct and ultimately any savings we are able to identify.

We asked the client to identify how they file their purchase invoices, where these are located and to identify the suppliers that supply the commodities being reviewed. We then agreed a date to start the data collection. This involved our administrative personnel visiting the client to access their invoice records and copy the applicable invoices.
Once this initial stage had been completed the copied invoices were removed from the client’s premises to be analysed and the necessary data extracted and entered in to a database. We created a separate database for each commodity. These were issued to the client and once they approved each file the data became the baseline against which we were measured.

	Description
	Print
	Material
	Current Cost
	Annual Qty
	Value

	3985 Plain Box Corrugated Case
	Flexo 1 col
	150MK / B / 150T   
	£179.00
	40,489
	£7,247.53

	3904 D/C Tray Die Cut
	Plain
	150TL2 / B / 150T
	£162.00
	429,000
	£69,498.00

	3905 Large Fitting
	Plain
	125MK / B / 125T
	£89.00
	10,000
	£890.00

	3939 Box Plain 2004 Corrugated Case
	Flexo 1 col
	150MK / B / 150T - 150SC
	£386.78
	89,000
	£34,423.42

	3941 Box Plain Corrugated Case
	Flexo 1 col
	125MK / B / 125T 125SC
	£238.00
	60,000
	£14,280.00

	3965 Box Printed Corrugated Case
	Flexo 1 col
	125MK/B/125T-127SC
	£428.00
	6,000
	£2,568.00

	3933 Printed Brakes Bro Corrugated Case
	Flexo 1 col
	125MK / B / 125T 127SC
	£278.84
	10,000
	£2,788.40

	3938 Country Choice Corrugated Case
	Flexo 1 col
	125WTK / B / 125T 
	£322.00
	14,000
	£4,508.00

	3979 Plain Corrugated Case
	Flexo 1 col
	200T / B / 200T
	£166.00
	30,000
	£4,980.00

	3937 Printed Country Choice Corrugated Case
	Flexo 1 col
	150MK / B / 150T - 150SC
	£512.86
	1,000
	£512.86

	
	
	
	
	
	

	
	
	
	
	
	£141,696.21


The above data is part of the baseline we submitted for our client’s PACKAGING requirements. This is a relatively simple baseline but it contains all the necessary data. Baselines vary in their complexity, which depends on the type of commodity and the amount of data involved.
Supporting Information

Once the data has been collected and approved when looked to obtain all the additional information we needed to fully understand our client’s requirements. This was obtained through holding discussions with our client’s key personnel but by also opening communications with the current suppliers. 

Some of the additional information included the detailed specifications for ingredients, temperature requirements for transport services, dimensions of plain and printed cartons, and the current contract position with the work wear provider. 
Tender Process

Once we had all the necessary information we prepared a tender for each commodity and invited an appropriate number of suppliers to provide a quotation to win the business. As with all assignments the current suppliers were included in the tender.

As each quotation was received it was analysed against the baseline we created at the start of the assignment. It is our policy in each and every assignment to provide feedback to every suppliers’ initial quotation and to allow them to improve them if they wish to do so.

As the negotiation process developed we began to identify the supplier that was likely to be successful in each commodity. At this stage we started to review the fine details of the quotation against the current requirements of the product /service to ensure that it was on a strict like-for-like basis.

Results
Once we finalised our negotiations we developed a set of results for each commodity where we had been able to identify savings.

Part of our report communicated the information that our client was purchasing competitively within the commodities of Work Wear. We subsequently advised our client to remain with their current suppliers in this area and no fees were presented for our work in these areas.

We were able to identify some opportunities to reduce cost in the areas of ingredients and cleaning consumables. However, these were not sufficient enough to warrant a full proposal and for us to take a share of any savings. We therefore took the decision to provide the information to our client, which then allowed them to follow the potential savings in their own time. We did not present any fees for our work in these areas. 

We were able to negotiate significant savings in the remaining 3 areas. Each commodity had its own set of results and these were presented to the client for review. There were two documents within each set of results. These are a summary document, which contains an overview of the savings identified, an introduction date and a brief explanation on the new agreement that has been negotiated. The second document contains the details of the product / service, the current costs, the details of the new prices that have been agreed and the resulting savings. 
We then met with the client to discuss the results and answer any queries that they had. Once any necessary adjustments had been made we then worked with the client and the successful supplier to develop an introduction plan so that the new agreements and savings were introduced smoothly and in a timely manner.
Conclusion

The level of percentage reduction ranged from 10% to 23.7%. 

The original value of the commodities where savings were identified was £234,421 per annum. The new value we were able to negotiate was £206,901 resulting in a annual reduction of £27,519, which equates to 11.7%. 

From our experience our client purchases the products and services they need very competitively and have obtained prices and discounts that are provided for much larger companies. While this is a credit to their processes and procedures we were still able to help them reduce their costs even further.

