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Half. CFOs can use financial data to engage
employees and motivate a company’s work-

tics with employees, a CFO should deter-

mine the right amount of data to be shared, CFOs

force, he says. how often to share it, and whether to use a should

Keeping employees abreast of a com- town-hall meeting or other kind of presen- determine
pany’s current financial situation can also tation to get the message across, says Mc- the right
ensure good communication on other lev- Gonigal. For private companies in general, amount of
els and even help quash rumors that could semiannual communication is appropriate, data to
be festering. “Today, more and more em- he says. be shared
ployees are keenly aware of what’s going Having an in-person presentation for and how
on around them,” says McGonigal. “They employees in the office and a live feed for often to
know that the financial stability of their workers based elsewhere can help pri- share it.
employer has a direct effect on their per- vate companies work toward better finan- —

sonal lives, so they are more interested as a
group.”

Executives don’t have to tell all to get
the desired results. “You don’t have to give
them the complete financial overview of
revenue and net operating profit down
to the dollars and cents,” says McDonald.
“You could talk about percentages. You
could talk about gross margin, SG&A [sell-
ing, general, and administrative expenses],
and then wrap those all into the overall ob-
jectives of the organization.”

So what'’s the best way to do that? Be-
fore sharing a company’s financial statis-

cial communication, McGonigal adds. For
companies that employed this method, he
notes, “the message was getting out consis-
tently to the employee groups.”

Private-company CFOs who actually
present financial data rather than merely
handing out written documents can bet-
ter maintain control of the data and keep
certain items confidential, such as sales
for a particular geographic area, points out
McGonigal. The most successful finance
chiefs, he notes, “didn’t hand out a piece
of paper where somebody might be able to
walk out of the room with [it].”

How a Midsize Business
Can Get Fortune 500 Deals
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You may not be your

but that doesn’t mean you
can’t get big-company
pricing. You just have to
understand your leverage.
BY SCOTT DROBES

supplier’s largest customer,

Large companies have an ob-
| vious advantage negotiating
with vendors. After all, if your
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purchases represent a significant per-
centage of the supplier’s bottom line,
it's easier to get a good deal. But even if
your company'’s revenue is not counted
in billions, the same deals the big guys
get may be available to your business if
you follow these five strategies:

Leverage your growth. Suppliers

often find smaller growth com-

panies to be more attractive cus-
tomers than their larger, more mature
counterparts. Growth companies drive
new sales and represent the biggest
opportunities for your suppliers. Even
if your current spend is relatively mod-
est, you can get price improvements by
educating your suppliers on the growth
of your business, and helping them to
understand how that growth will drive
future purchases. For example, you
might leverage a tiered pricing model
that benefits from growing volumes.

Leverage your value. Focus on the

areas, and the individuals, within

the supplier organization that view
your account as strategic. Your com-
pany may be a top client within a key
industry or market, or you may be pur-
chasing a product line or service that is
particularly important to the vendor. At
the very least, remember that you are
a big part of your account manager’s
compensation. You might even be his
biggest customer, or a key client within
his region.

Understand the marketplace. Be-

fore entering negotiations, you

should have benchmark data on
the products, services, and volumes
you’re purchasing. Some of this in-
formation is relatively easy to obtain.
For example, vendor contracts with
federal, state, and local governments
are in the public domain and are often
available online. In the private sector,
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you may need to invest in third-party
data or engage a consulting firm. But
benchmarks are only a piece of the
puzzle. Equally important is the cur-
rent market environment for the spe-
cific vendor with which you're work-
ing. Is the supplier winning market
share? Is it “buying” sales with whole-
sale pricing? What revenue targets
does it have for the particular prod-
ucts you're evaluating?

Negotiate strategically. Your val-

ue to your supplier should never

be limited to revenue. A strategic
negotiation will seek out value arbi-
trage. That is, in return for pricing and
term improvements, figure out how to
provide your supplier with something
that costs you less than the value it
provides the supplier. For example, you
should brainstorm with potential sup-
pliers to identify areas where you can
mitigate their fulfillment costs, such
as electronic order processing. Maybe
they need testimonials or references.
Are they willing to make concessions
for early adoption of new products?

Negotiate objectively. Employ-

ees in your business units often

have long-term relationships with
their account managers and the deliv-
ery team, making objectivity difficult.
When a supplier has performed well in
the past, buying managers are often
reluctant to negotiate. As a result, you
may be paying a premium for the rela-
tionship. An independent internal pro-
curement organization can mitigate
these risks, as can engaging third-
party expertise to support your nego-
tiations. cm
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