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De nition of negotiation

Negotiation Is the process of two or more
parties discussing and resolving di ering
Interests to reach a mutually acceptable
agreement. This often involves negotiating
contracts, pricing, delivery times, and other
key terms with suppliers within procurement.
At Its core, negotiation Is both a skill and
an art - balancing assertiveness with
collaboration to create value for both sides.

A good procurement negotiator IS not just
someone who can “win” a deal. They can
also foster trust, build long-term
partnerships, and secure agreements that
align with the organisation’s goals while
meeting supplier expectations.

The negotiation process can be broken down Into structured stages that help guide the ow of
discussions towards a positive outcome. Understanding these stages Is essential for e ectively

navigating any procurement negotiation.

Preparation:

- Research the supplier and the market to gather key data (e.g

performance, previous contracts).

- De ne your objectives, must-haves, and nice-to-haves.

- [dentify potential leverage points and risks.

Opening:

 Set the tone of the negotiation with a collaborative mi

* Present your objectives clearly and invite the supplier 1
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Discussion:

* This Is the most dynamic stage, where both parties exchange proposals, negotiate countero ers,
and clarify terms.

* Ask open-ended questions to gather information and move closer to an agreement.

Bargaining:

* Engage In give-and-take, gradually aligning your positions until a tentative
agreement Is reached.

Closure and agreement:

» Finalise terms In writing to ensure that both parties are aligned and legally protected.

Implementation:

» Shift the focus to putting the agreement into action and managing supplier relationship
expectations moving forward.
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Preparation Is arguably the most critical phase of any negotiation. The groundwork you lay before
entering a discussion sets the stage for success.

Key steps to prepare for
procurement negotiations include:

» Assessing your needs: Understand priorities for your organisation—what terms are exible versus
non-negotiable? Build clear criteria for evaluating the outcomes.

* Research the supplier: Gather insights about the supplier’s track record, quality of products or
services, and nancial stabllity.

* Analyse the market: Research similar deals and price points within your industry to establish
realistic expectations.

* Develop a strategy: Construct proposed solutions and positions for various scenarios, including
fallback options If negotiations hit a roadblock.

» Establish BATNA (Best Alternative to a Negotiated Agreement): Your BATNA Is your fallback plan if
no mutually satisfactory resolution Is reached. Knowing your BATNA reduces pressure to accept less
favourable terms and strengthens your position during discussions.

Understanding BATNA Is fundamental for a strong negotiation strg

Roger Fisher and William Ury, BATNA represents the "Best Altg prcd Agreement.

* You gain leverage: If you have a viable alternative to t 200 éon, you'll feel more

empowered to walk away If the terms aren’t satisfactg

e whether a deal on the table

* Decision-making Is clari ed: Knowing your BATNA he
IS better than your alternatives - or If It’'s worth pursul

er
tion
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» Protection against undervaluing: Without a clearly de
to accept less advantageous agreements simply to mé

Ytiators may feel pressured
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* No BATNA: Accepting a rushed price increase because no contingency plan exists for an
alternate supplier.

* With BATNA: Being able to con dently push back and renegotiate terms, knowing you have a
secondary supplier prepared to step in.

~

~

Getting the best outcomes from a negotiation requires preparation, strategy, and adaptabllity.
Here are some practical tips for negotiation success In procurement:

Know your goals:

Be clear on the objectives you want to achieve in the negotiation, whether it’s cost reduction,
or Iimproved delivery timelines.

Understand the other party’s perspective:

Take time to research the supplier’s business goals, constraints, and priorities. Understanding
their motivations can help you explore mutually bene cial solutions.

Active listening:

Listening carefully during the discussions builds rapport and helps you identify opportunities
to align interests.

Prepare alternatives:

Always enter negotiations with alternatives (for example BAT

to accept unfavourable term

Stay professional:
nsyétes credibility and

Remaining calm and composed, even under prg
maintains productive |

Practice empathy but stay rm:

INg YRUr ground on points that

4

Establish a balance between being understanding
are pivotal to your ol
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How to maintain long-lasting
relationships after a negotiation

Successful procurement negotiations don’t end once the contracts are signed - they lay the
groundwork for ongoing collaboration. Here’s how to nurture supplier relationships

post-negotiation:
» Deliver on your promises: Ful | your obligations promptly to build reliability and trust.

« Regular communication: Stay connected with the supplier to address Issues proactively and
collaborate on opportunities for mutual growth.

» Review performance: Conduct periodic supplier evaluations to ensure terms are being met and
to identify areas for improvement.

- Be fair and transparent: A strong partnership Is built on integrity and fairness. Suppliers who feel
treated respectfully are more likely to prioritise your business and support your needs.

« Appreciate the human aspect: While procurement is transactional by nature, developing a
personal rapport with suppliers can help solidify partnerships for the long term.
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Negotiation preparation checklist

Preparing for a negotiation is crucial to achieving successful outcomes. Use this checklist to ensure
you cover all essential aspects and enter the negotiation with con dence.

ODbjectives

De ne outcomes: Clearly outline your goals and set realistic expectations.

Minimum acceptable: Determine your "walk away point" for each issue.

Prioritise: Identify critical elements for your "must achieve" list.

Wishlist

ldeal outcomes: List ideal outcomes In a perfect scenario.

The other party’s objectives

Understand their goals: Consider the other party’s objectives and priorities.

Informadtion

Research thoroughly:Analyse the power balance, strengths, and weaknesses.

Information requirement: Identify needed information for the meeting.

Strategic disclosure: Decide what to share and understand their needs.

Possible concessions

Flexibility: Identify areas for exiblility.

Concessions:Determine valuable concessions and plan what to ask In return.

By following this structured approach, you'll be well-prepared for a successful negotiation. Good luck!
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Transform your procurement projects with PfH

At PfH Scotland, we understand the complexities of managing procurement projects and
supplier relationships and are here to help you navigate them with ease. Our comprehensive
suite of consultancy services Is designhed to support your procurement needs, ensuring e ciency,
cost-e ectiveness, and successful outcomes.

From strategic sourcing and supplier management to contract negotiation and risk
mitigation, our team of experts is equipped to handle every aspect of your procurement
projects. We work closely with you to develop tailored solutions that align with your business
goals and drive measurable results

Ready to optimise your
procurement processes?

} www.pfhscotland.co.uk

Contact PfH Scotland today and S< info@phfscotland.co.uk
discover how our consultancy services

can help you achieve excellence In
procurement management &~ 0800 031 5405




