Cost Reduction
“Implementing cost reduction projects”
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Cost Reduction Projects are Phase 2 of our Cost Reduction Process

Phase 1 is a detailed review of your

Phase 3 is the management of the new

company’s purchasing history and goods &
services contracts. We provide a detailed report of
the cost reduction potential, and the projects
required to reduce your costs.

supply and services contracts, to ensure your
company realises the cost reduction benefits. We
manage the contract commercials, obligations,
risks, and supplier performance levels on behalf of
your company.

Phase 2 involves the delivery of the cost
reduction projects by our experienced team. These
projects include competitive tenders, supplier
negotiations, process improvements, increasing
working capital, and waste reduction.

Our services provide you with peace of mind that
your company is receiving competitive pricing,
contracts are being proactively managed, and retendered as required.

Implementing the Cost Reduction projects
When you have selected the cost reduction
projects from our Opportunity Assessment, we
then manage these projects through to
completion to achieve the cost reductions.
We establish project teams, which include your
technical and operations staff, and other key end
users. This ensures the project outcomes are
practical and meet your business needs. An
executive committee is also put in place to ensure
procurement governance is adhered to, and to
make strategic decisions.
The types of cost reduction projects include
competitive tenders, negotiations with existing

“We work
closely with your
teams to deliver
the cost
reductions”

suppliers, process improvements, increasing
working capital, and waste reduction.
We work closely with your business functions
including procurement, finance, operations,
maintenance, technical, and legal to ensure buy-in
across the business to the projects and their
outcomes.

Our experienced team also up-skills and mentors
your procurement team, so when we leave, your
teams can effectively manage the new contracts
and suppliers.
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Our Cost Reduction Process

Stage 1 is the setting up of the projects for

Stage 3 is your approval of the project

success. We establish the project teams, which
include your operational staff, end users and
impacted functional areas. The strategies to
achieve the cost reductions are discussed and
agreed with your teams. Project timelines,
progress reporting, and communication channels
are also established.

outcomes. We present the project outcomes and
recommendations to your project sponsor and
other senior management for final approval.

Stage 2 is the implementation of the agreed
strategies for each project. Our experienced team
leads the projects, with your key stakeholders
providing input and endorsing each key milestone
of the project.

Our recommendations can include:
•
•
•
•
•
•

Award of new supply or services contracts
Variations to current contracts
Establish a panel of pre-qualified suppliers
A change in contracting model
Improvement of internal processes
Contract management resourcing

“

To ensure the projects deliver the
expected costs reductions, it is
critical that the projects are
planned properly.

”

Stage 1 – Planning the Projects
To ensure the projects deliver the expected cost
reductions, and all stakeholders are comfortable
with the outcomes, it is critical that the projects are
planned properly.
We hold a kick-off meeting with your project
sponsor and project team to agree on the
timelines, information required, reporting
requirements, and levels of engagement with your
staff and suppliers.

We recommend setting up an in-house steering
committee to ensure your procurement
governance is adhered to, and to make strategic
decisions. This steering committee consists of
senior executives and heads of departments
impacted by the projects.

We ensure all team members are clear on their
responsibilities including:

We then start the project by completing a detailed
review of your purchasing history and current
contracts. We combine our procurement
experience with our extensive knowledge of the
heavy industry market to develop a cost reduction
strategy for each project.

•
•
•
•

Each project strategy is endorsed by the project
teams and then approved by the steering
committee before we move into the
implementation stage.

Providing the required information
Attending scheduled meetings
Endorsing cost reduction strategies
Approving the project outcomes

Stage 2 – Managing the Projects
With the project planning completed and the cost
reduction strategies approved for each project,
we are ready to complete the projects.
The types of projects will vary based on the value,
complexity and the strategic nature of the goods
and services. The types of projects include:
•
•
•
•
•
•

Running full tender processes
Rapid tenders with pre-qualified suppliers
Quick negotiations with existing suppliers
Developing contracts for uncontracted spend
Improving internal procurement processes
Optimising inventory levels

We realise how important key supplier
relationships are to your business, so we aim to
build on these existing relationships during the
process. Other less strategic areas of spend can
be dealt with more aggressive tactics to drive
down cost.
The rapport we developed with your teams during
the Opportunity Assessment and planning is
invaluable during the project implementation. As
team members have provided input into the
projects and endorsed the strategies, they have a
sense of project ownership.

“We help build
on your existing
key supplier
relationships”

Our Cost Reduction Projects
We implement various projects to achieve the cost reductions. The type of project depends on the
value and strategic nature of the goods and services.

The types of cost reduction projects include…

Strategic Tenders

Rapid Tenders

Supplier Negotiations

Large value, strategic
contracts that require a full
tender process, and a high
level of stakeholder
management

Lower value goods and
services that require a
shorter tender process to
create competitive tension to
drive down prices

Quick negotiations with
existing suppliers to improve
pricing and conditions of
current supply and services
contracts

Developing Contracts

Improve Processes

Inventory Reduction

Putting in place contracts
for goods and services
requirements that are
currently not under contract

Improving internal
processes to streamline
procurement activities and
reduce the cost of the
procurement function

Reviewing inventory levels
held by your company, and
optimising these levels to
free up working capital for
other activities

The Project Reports
We provide all project stakeholders with regular project update reports, and a final report that shows a
detailed breakdown of the cost reduction achieved for each project across the business.

“

You approve the cost reduction
outcomes and recommendations
for each project.

”

Stage 3 – Approving the Outcomes
As the projects are completed and the cost
reductions achieved, we present the outcomes and
recommendations to the project sponsors and
executive team. Your executive team reviews and
approves the recommendations for each project.
We provide a detailed breakdown of the cost
reductions achieved for each project, and how they
were achieved across the business. Each project
shall have the following information:
•
•
•
•
•
•

Current cost of the goods or service
New cost after project implementation
Allocation of cost reduction across the business
When the cost reduction will hit the bottom line
Resourcing required to realise the benefits
Return on investment

It is critical that the outcome of each project has
the right level of resourcing to ensure the cost
reductions are realised by the business.
We can provide support during this transition
period to ensure your internal teams are well
equipped to manage the new contracts . If you do
not have the internal capacity to manage the
contracts properly, we can help you with this
activity.

“

For every $1 investment in our cost
reduction services, our clients add at
least $7 to their bottom-line.

”

Our Performance
To date we have addressed AUD 5.2 billion of
goods & services spend and have achieved cost
reductions of $423m for our clients. The return
on investment for our clients is on average 7:1.
That is, for every $1 investment in our services,
our clients add at least $7 to their bottom-line.
The cost reductions we deliver are realised in
our clients’ bottom-line, because we gain the
buy-in from key stakeholders during the
process.
Our contract management services provide our
clients with assurance that the costs reductions
will be sustained throughout the contract term.
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Contact us
Please contact our team today to organise a consultation with one of our cost
reduction experts. Our experienced team will work with you to quickly implement cost
reduction projects.

Head Office
Level 3, 82 Eagle Street, Brisbane Qld 4000

+61 1300 225 422 (1300 CALIBA)

info@calibagroup.com

www.calibagroup.com

