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Unit 420: Manage budgets 
Handout 4: Minimising costs 

 
 
A well-defined budget that is vigilantly monitored can, in itself, be a major contribution 
to minimising costs in a business. Within budget management it may be necessary to 
minimise outgoings due to variances or other factors. 
 
When undertaking cost minimisation activity it is necessary to consider these points. 
 

 Can it be eliminated without significantly damaging results or profitability?  

 Could the specification be trimmed to save costs – lower standard of resources? 

 Does it cost more than the benefit it delivers?  

 Can the same outcome be achieved more cheaply in some other way, perhaps by 
changing company procedures or delivery methods? 

 Can it be done less frequently without harming the business? 

 How do other businesses achieve the same outcome? 

 Can the task be combined into one that is already carried out elsewhere in the 
business in order to minimise repetition? 

 When was the last time competitive price quotes were obtained? Has the choice 
of supplier become a matter of habit and convenience rather than sound 
economic sense? 

 

Supply costs 
 
Supplies can be raw materials that you use to manufacture products, or supplies you 
use for your general office use. To get the best deals on supplies, you need to look at 
how they are purchased, how much they cost, what alternatives are available and 
how supplies are used within your organisation. 
 
Research is required into current arrangements and alternatives. To determine if 
your current method of purchasing supplies is the most cost-effective for your 
organisation, you should compare the time and money that you spend each month 
against the estimated time and money you would use if you implemented an 
alternative method. 
 
Labour costs 
 
The most obvious labour cost within a business is the size of employees’ wages, but 
this is perhaps not the most productive way to minimise costs in the long term. This 
is because paying competitive wages will help reduce costs that your organisation 
will incur due to turnover expenses, and losses in productivity caused by job 
dissatisfaction or lack of staff retention. 
 
Also included in labour costs should be any functions undertaken outside your 
organisation, through freelance or consultancy work. 
 
The most efficient way of reducing labour costs may be restructuring or reallocating 
work to increase productivity. 
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Minimising waste 
 
Another key way to minimise cost is to ensure resources are not wasted. A review of 
how resources are used may assist you in this process. Resources will include 
physical items as well as human resources, such as staff time. 
 
This can be evaluated through the budget report. 


