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Preface 
 

Allow me to take you on a journey into the intricate world of Supplier 
Relationship Management (SRM), where contracts are the 
heartbeat of the profession. I am Simba Msonzah MCIPS CMILT, 
and this book on Contract Management is a testament to my 
unwavering dedication to this field. 

In the following pages, we will delve deep into the art and science of 
Contract Management, guided by a commitment to excellence that 
has spanned nearly two decades. My experiences as a senior SRM 
consultant, contracts manager, author, podcaster, and CIPS 
educator have allowed me to witness first-hand the power of well-
managed contracts in transforming procurement practices. 

As we embark on this voyage, it is essential to understand the 
logical underpinning of each chapter's placement and the broader 
structure of this book. This journey is a logical progression, 
designed to equip you with the knowledge and strategies needed to 
navigate the complex landscape of SRM contracts. 

We commence with "Contract Reviews in SRM" setting the 
foundation for understanding the importance of meticulous contract 
examination. This logical starting point lays the groundwork for the 
journey ahead. The section "Identifying Opportunities for 
Renegotiation," presents a strategic approach rooted in sound logic. 
It's crucial to recognize opportunities for renegotiation as they arise, 
a skill honed through years of practical experience. 

In "The SRM Manager Journal”, we delve into a practical tool that 
will become your ally in the SRM landscape. This logical addition 
aids in structuring your thoughts and decisions as an SRM 
professional. 

As we progress through the book, you'll encounter chapters such as 
"Pitfalls in Contract Renegotiation" and "Change Management in 
SRM," each strategically placed to build upon the preceding 
knowledge. 

One of the cornerstones of effective Contract Management is the 
ability to manage relationships and mobilize contracts. These topics 
are addressed providing you with the logical skills needed to excel 
in these critical areas. 



The inclusion of "Form and Smart Contracts" brings us into the 
modern era of contract management, where technology plays a 
pivotal role. This logical progression mirrors the evolution of the field 
itself. 

Throughout this journey, we will explore the importance of Service 
Level Agreements (SLAs), strategies for dealing with poor 
performance, and techniques for exiting relationships. Each chapter 
is strategically placed to foster your understanding of SRM contracts 
logically. 

Finally, we conclude our expedition with a comprehensive view of 
Contract Management Plans in Appendix A and sample Service 
Level Agreements in Appendix B. These logical additions provide 
practical templates and tools for your professional toolkit. 

As we embark on this logical journey through Contract 
Management, I am reminded of the powerful impact that well-
managed contracts can have on organizations and their bottom 
lines. It is my hope that this book will not only inform but also inspire 
you to excel in the field of Supplier Relationship Management. 

Thank you for joining me on this journey, where logic, experience, 
and dedication converge to create a valuable resource for SRM 
professionals. 

 

Simba Msonzah MCIPS CMILT  
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Introduction  
 
 
 
One of the most critical journeys in the world of business is the one 
that takes place after a contract has been signed. It's a journey akin 
to piloting an aircraft, where every button, switch, lever, and 
instrument on the cockpit dashboard plays a pivotal role in ensuring 
a safe and successful flight. Welcome to "How to Manage 
Contracts," a practical guide designed to be your flight manual for 
navigating the intricate skies of contract management. 
 
In the vast landscape of business operations, contracts are the 
compass guiding the way. They define the terms, set expectations, 
and chart the course for the relationships between organizations 
and their suppliers. But, as any seasoned pilot will tell you, having a 
map is one thing; effectively steering through the skies is quite 
another. 
 
This book is not about creating contracts; it's about managing them 
effectively. It's about making sure that what was promised during 
the pre-flight checks aligns with what you experience during the 
journey. It's about ensuring that your organization takes off 
smoothly, cruises through operations, handles turbulence 
effectively, knows where the emergency exits are, and lands safely. 
 
Much like a skilled aviator, a contract manager needs to be 
intimately familiar with the array of controls at their disposal. 
Contract clauses, Service Level Agreements (SLAs), Key 
Performance Indicators (KPIs), contract review meetings, 
renegotiations, form contracts, smart contracts, and exit strategies 
are the buttons, switches, levers, and instruments in our cockpit. 
Each one has a unique function, and it's crucial to know when, how, 
and why to use them. 
 
Navigating the Contents 
 
Our journey through contract management begins with "Contract 
Reviews in SRM." It's akin to conducting a pre-flight inspection, 
ensuring that everything is in order before you take off.  



In this chapter, you'll learn how to assess the contract's current 
state and identify any areas that might need adjustment. 
 
"Identifying Opportunities for Renegotiation" is our next checkpoint, 
akin to the pilot noticing a change in weather conditions and 
deciding whether to adjust the flight plan. Here, you'll explore the 
signs that indicate when it's time to revisit the contract's terms and 
consider adjustments. 
 
Just as a pilot relies on a flight log, "The SRM Manager Journal" 
chapter emphasizes the importance of meticulous documentation. 
Learn how to keep a clear record of your contract's journey, 
including performance milestones and any deviations from the 
planned flight path. 
 
In "Lessons Learnt Deliverable," we dive into the post-flight 
analysis. Much like a pilot's debriefing, this chapter helps you 
identify what went well, what didn't, and how to apply those lessons 
to future contracts. 
 
Now, imagine encountering unexpected turbulence during your 
flight. In the chapter "Dealing with Poor Performance," you'll 
discover strategies for managing such situations, ensuring your 
journey remains as smooth as possible. 
 
Just as a pilot has a co-pilot, "Change Management in SRM" is your 
trusted co-pilot in handling transitions. This chapter explores how to 
manage changes within the contract's scope, addressing 
adjustments while keeping the journey on track. 
 
"Contract Mobilization" is akin to preparing for take-off, making sure 
all systems are ready. Learn how to get your contract off the ground 
smoothly and ensure all parties are aligned and ready for action. 
 
While in-flight, pilots rely on the aircraft's systems to maintain a 
stable course. Similarly, "Contract Management Segmentation in 
SRM" explores how to segment your contract for efficient monitoring 
and control. 
 



The world of contracts is evolving, and "Form and Smart Contracts" 
takes you into the future of contract management. Discover how 
technology is reshaping the contract landscape and how to adapt to 
these changes. 
 
Just as a skilled pilot communicates with air traffic control, 
"Education and Engagement on New Contracts for Stakeholders in 
SRM" delves into the importance of clear communication with 
stakeholders. Learn how to ensure everyone on board understands 
the contract's objectives and expectations. 
 
Our journey through contract management also includes 
discussions on "Gap Analysis Techniques Useful in SLAs" and 
"Why Many Fail to Use SLAs Effectively." These chapters address 
the importance of setting benchmarks and ensuring your journey 
remains on course. 
 
"SLA Levers" explores the controls at your disposal for maintaining 
performance standards during the flight, while "Exiting 
Relationships" guides you through the process of safely 
disembarking when it's time to land. 
 
In "Divestiture Clauses in SRM," you'll learn how to plan for 
contingencies, much like pilots prepare for emergency landings. It's 
a critical aspect of contract management that ensures you're ready 
for any unexpected developments. 
 
As we conclude this journey, keep in mind that this flight manual is 
your trusted companion. It's designed to help you navigate the 
complexities of contract management, ensuring that every flight is 
successful and every landing is safe. Like a seasoned pilot, you'll 
learn to master the controls, respond to challenges, and keep your 
organization's contracts soaring toward success. 
 
So, fasten your seatbelt, prepare for take-off, and let "How to 
Manage Contracts" be your co-pilot in this exciting journey through 
the skies of contract management. 
 



 
 

Chapter 1: Contract Reviews In SRM 
 

Introduction 
 

In the world of business, contracts are the cornerstone of countless 
relationships between organizations and their suppliers. They are 
the blueprints that define the terms, expectations, and boundaries 
within which these partnerships operate. However, the mere 
existence of a contract does not guarantee that it will serve its 
intended purpose. 

Welcome to Chapter 1 of "How to Manage Contracts." In this 
chapter, we embark on a journey that delves into the intricacies of 
contract reviews within Supplier Relationship Management (SRM). 
While contracts are often seen as static documents, their 
effectiveness lies in their dynamic ability to evolve, adapt, and 
contribute substantively to an organization's objectives and goals. 

In this chapter, we will explore the art of contract reviews, moving 
beyond the text on paper to ensure that these agreements become 
catalysts for success. We will uncover the questions that demand 
answers and actions to achieve not mere compliance, but tangible 
contributions to our organization's mission. 

 

Questions for Effective Contract Reviews: 
 

To navigate this chapter effectively, let's start by addressing six key 
questions. These questions are the compass points guiding us 
towards a more profound understanding of contract reviews and 
their impact on organizational success.  

 

1. Question: Do contract terms and deliverables align with the 
strategic priorities and objectives of the organization? 

Action Item: To address this question comprehensively, we will 



conduct a thorough review of all existing contracts within our 
portfolio. This review will aim to identify any misalignments between 
the contractual terms and the strategic priorities and objectives 
outlined in our organization's business plan.  

Success Indicator: Within the next 6 months, our goal is to achieve 
a minimum of 85% alignment between the contractual terms of our 
portfolio and the strategic priorities and objectives as set forth in our 
organization's business plan. This alignment will be determined 
through rigorous analysis and strategic realignment efforts.  

 

2. Question: Are the Key Performance Indicators (KPIs) in the 
contracts measurable, realistic, and directly linked to specific 
business outcomes? 

Action Item: In response to this question, we will embark on a 
thorough evaluation of the Key Performance Indicators (KPIs) 
stipulated in our contracts. Our objective is to ensure that these 
KPIs are SMART (Specific, Measurable, Achievable, Relevant, and 
Time-bound) and that they have a direct and meaningful connection 
to the specific business outcomes we seek to achieve. 

Success Indicator: Our target is to have 95% of our contract KPIs 
revised and aligned with SMART criteria within the next 3 months. 
This alignment will empower us to track progress effectively and 
ensure that contractual performance directly contributes to our 
organizational goals. 

 

3. Question: Is there a proactive mechanism in place to identify and 
address deviations from contract terms, and are these deviations 
systematically tracked? 

Action Item: We will establish a robust monitoring system aimed at 
proactively identifying and addressing deviations from contract 
terms. This system will include automated alerts for early detection 
of any discrepancies or deviations. 

Success Indicator: Within the next 6 months, we aim to achieve a 
100% increase in our ability to identify and proactively resolve any 
contract deviations. This proactive approach will ensure that 
contractual performance stays on course and aligns with our 



organizational objectives. 

 

4. Question: Is there a regular feedback loop between contract 
managers and key stakeholders to assess the effectiveness of 
supplier performance? 

Action Item: To address this question, we will implement a 
structured feedback process that involves regular meetings with key 
stakeholders. These meetings will serve as a platform for assessing 
supplier performance, addressing any issues that arise, and 
ensuring alignment with our objectives. 

Success Indicator: Our objective is to conduct quarterly 
performance review meetings with key stakeholders, resulting in a 
20% improvement in supplier performance within the next 12 
months. These meetings will enable us to maintain a consistent 
feedback loop and drive performance enhancements. 

 

5. Question: Are contracts periodically benchmarked against 
industry standards and best practices to ensure competitiveness 
and value for money? 

Action Item: We will initiate biannual benchmarking exercises to 
compare our contract terms, pricing structures, and deliverables 
against industry standards and best practices. This systematic 
benchmarking will enable us to identify areas for improvement and 
ensure competitiveness. 

Success Indicator: Our goal is to achieve a cost-saving of at least 
10% through our contract benchmarking activities within the next 12 
months. This cost-saving will be a tangible demonstration of our 
commitment to value for money and competitiveness. 

 

6. Question: Is there a well-defined process for escalating and 
resolving disputes or disagreements with suppliers, and is it 
consistently applied? 

Action Item: To address this question effectively, we will develop 
and implement a structured dispute resolution process. This 
process will outline clear escalation steps and defined timelines for 



resolving disputes or disagreements with our suppliers. 

 

Success Indicator: We aim to resolve 100% of supplier disputes 
within the agreed-upon timelines. This commitment to efficient 
dispute resolution will result in improved supplier relationships within 
the next 9 months, strengthening our partnerships and enhancing 
performance. 

 

These questions, action items, and success indicators are 
interconnected components of our strategy. They aim to drive 
results that not only ensure contract compliance but also contribute 
substantively to our organization's objectives and goals. By 
addressing these questions systematically, we will navigate the 
complex landscape of contract management, ultimately achieving 
success and value for our organization. 

 

********** 

 

Contracts are the foundation of any supplier relationship. They set 
expectations and define the terms of the relationship between the 
buyer and the supplier. As such, effective contract management is 
essential to the success of the supplier relationship management 
(SRM) program. In this chapters, we will discuss the importance of 
contract management in SRM and provide practical guidance on 
how to manage contracts effectively. 

Contract management is an essential component of the SRM 
program. It involves the management of all aspects of the contract, 
from negotiation to execution to monitoring and enforcement. 
Effective contract management helps ensure that the contract terms 
are being met, the relationship is productive, and risks are 
minimized.  

 

Defining the scope of work: Defining the scope of work is a 
critical step in effective contract management. This involves 
identifying the products or services that the supplier will provide, as 



well as any specific requirements or expectations.  

To define the scope of work, the procurement department should 
work closely with the business units to understand their needs and 
priorities. This may involve conducting a needs assessment or 
gathering feedback from internal stakeholders. It is important to be 
specific and clear in defining the scope of work to avoid 
misunderstandings or disagreements later.   

For example, in a case study published by Deloitte, a healthcare 
provider was able to reduce costs and improve patient care by 
defining clear and specific scope of work for their suppliers. The 
provider worked closely with their suppliers to identify areas where 
they could improve efficiency and reduce costs. By defining specific 
goals and targets, the providers were able to hold their suppliers 
accountable for their performance and achieve significant cost 
savings. 

Negotiating the contract: The procurement department, legal 
department, and business units should collaborate to negotiate the 
contract terms. This may involve multiple rounds of negotiation and 
compromise to arrive at mutually beneficial terms. It is important to 
consider factors such as pricing, service level agreements, and 
other relevant details. Negotiating the contract requires strong 
communication and collaboration between all stakeholders involved. 

One practical technique for effective negotiation is to identify areas 
of mutual interest and focus on finding solutions that benefit both 
parties. This approach is known as "principled negotiation" and is 
often used in business negotiations. For example, in a case study 
published by CIPS, an international mining company used 
principled negotiation techniques to negotiate a contract with a 
supplier. By focusing on shared interests such as safety, quality, 
and sustainability, the company was able to negotiate a contract 
that met their needs while also improving the supplier's 
performance. 

Drafting the contract: Once the terms have been agreed upon, the 
legal department should draft the contract to ensure that it is legally 
binding and enforceable. The contract should be clear and concise 
and should include all relevant details such as the scope of work, 
pricing, service level agreements, and any other specific 
requirements. 



One practical technique for effective contract drafting is to use plain 
language and avoid legal jargon. This can help ensure that the 
contract is easily understood by all parties involved. For example, in 
a case study published by the International Association for Contract 
and Commercial Management (IACCM), a government agency was 
able to improve contract clarity by using plain language and visual 
aids in their contract documents. 

Executing the contract: The contract should be signed by both 
parties, and any necessary approvals should be obtained. It is 
important to ensure that all stakeholders involved are aware of the 
contract terms and their responsibilities under the contract. This 
may involve providing training or other support to ensure that the 
contract is executed effectively. 

One practical technique for effective contract execution is to 
establish a contract management plan that outlines roles, 
responsibilities, and timelines for executing the contract. This can 
help ensure that the contract is executed in a timely and efficient 
manner. For example, in a case study published by the Chartered 
Institute of Procurement and Supply (CIPS), a telecommunications 
company used a contract management plan to successfully execute 
a large-scale contract with a supplier, ensuring that all parties 
involved were aware of their responsibilities and deadlines. 

Monitoring contract performance: The procurement department 
should regularly monitor supplier performance against the contract 
terms and take corrective actions when needed. This may involve 
tracking key performance indicators (KPIs) such as service uptime, 
response times, and resolution times. 

One practical technique for effective contract monitoring is to use 
technology such as contract management software or supplier 
portals to track performance data. This can help ensure that 
performance data is easily accessible and up to date. For example, 
in a case study published by Gartner, a large technology company 
used contract management software to monitor supplier 
performance and identify areas for improvement. The software 
allowed the company to track supplier performance data in real-
time, providing actionable insights that they could use to improve 
their supplier relationships. 

 



Renewing or terminating the contract: When the contract is nearing 
its expiration date, the procurement department should evaluate the 
supplier's performance and decide whether to renew or terminate 
the contract. This decision should be based on a thorough analysis 
of the supplier's performance against the contract terms, as well as 
their overall value to the organization. 

One practical technique for effective contract renewal or termination 
is to conduct a supplier performance review. This may involve 
gathering feedback from internal stakeholders or conducting a 
formal evaluation of the supplier's performance. Based on the 
results of the performance review, the procurement department can 
make an informed decision about whether to renew or terminate the 
contract. 

For example, in a case study published by McKinsey & Company, a 
large consumer goods company used supplier performance reviews 
to improve their supplier relationships. The company identified 
areas where their suppliers could improve and provided feedback 
and support to help them address these issues. This approach not 
only improved supplier performance, but also helped the company 
build stronger, more collaborative supplier relationships. 

Conclusion: Effective contract management is a critical component 
of the SRM program. By defining the scope of work, negotiating the 
contract terms, drafting the contract, monitoring performance, and 
renewing or terminating the contract, the procurement department 
can ensure that the supplier relationship is productive and adds 
value to the organization.  

 

Identifying Opportunities for Renegotiation 
 

In SRM implementation under contract management phase how do 
you identify opportunities for contract renegotiation? Provide a 
detailed explanation and suitable examples for each point.  

During the contract management phase of SRM implementation, it 
is important to regularly review the contract and the performance of 
both parties to identify any opportunities for renegotiation. Here are 
some key factors to consider when identifying opportunities for 
contract renegotiation: 



Changes in business requirements: If there have been changes in 
your business requirements that were not accounted for in the 
original contract, it may be necessary to renegotiate. For example, if 
you initially only required 50 units of a particular product per month 
but now need 100 units, you may need to renegotiate the contract 
to ensure that the supplier can meet your new requirements. 

Cost savings: If you have identified areas where you can achieve 
cost savings, such as through economies of scale or process 
improvements, you may want to renegotiate the contract to reflect 
these changes. For example, if you have found a way to reduce the 
cost of production for a particular product, you may want to 
negotiate a lower price with your supplier. 

Performance issues: If the supplier is not meeting the performance 
standards outlined in the contract, it may be necessary to 
renegotiate. For example, if the supplier is consistently delivering 
products late, you may need to renegotiate the delivery schedule or 
find a new supplier. 

Changes in market conditions: If there have been changes in 
market conditions, such as fluctuations in raw material prices or 
changes in demand, it may be necessary to renegotiate the contract 
to ensure that both parties are still getting a fair deal. For example, 
if the price of steel has increased significantly since the contract 
was signed, you may need to renegotiate the price of steel products 
with your supplier. 

Changes in regulations: If there have been changes in regulations 
that impact the contract, such as new environmental regulations or 
changes in import/export laws, it may be necessary to renegotiate 
the contract to ensure compliance. For example, if a new 
environmental regulation requires a change in the production 
process, you may need to renegotiate the contract to ensure that 
the supplier can meet the new requirements. 

In summary, there are several factors to consider when identifying 
opportunities for contract renegotiation during the contract 
management phase of SRM implementation. These include 
changes in business requirements, cost savings, performance 
issues, changes in market conditions, and changes in regulations.  

By regularly reviewing the contract and the performance of both 
parties, you can identify opportunities for renegotiation and ensure 



that the contract remains beneficial for both parties. 

Below are some tools and techniques that can be used to identify 
these opportunities, along with their application and examples of 
their use: 

 

Contract Review Approaches 
 

The first step in identifying opportunities for contract renegotiation is 
to conduct a thorough review of the contract. This review should 
include an analysis of the contract terms, performance metrics, and 
any relevant clauses that may impact the contract. 

For example, a company may have a contract with a supplier for the 
purchase of raw materials. During the contract review, the company 
may discover that the supplier is not meeting the delivery deadlines 
outlined in the contract.  

This performance issue could trigger a negotiation lever that would 
allow the company to renegotiate the delivery schedule or find a 
new supplier. 

 

Market Analysis 

Market analysis is a technique that involves reviewing market 
conditions and identifying any changes that may impact the 
contract. This analysis should include an evaluation of supply and 
demand, pricing trends, and any regulatory changes that may 
impact the industry. 

For example, a company may have a contract with a supplier for the 
purchase of steel. During the market analysis, the company may 
discover that there has been a significant increase in the price of 
steel due to a change in trade policy. This change in market 
conditions could trigger a negotiation lever that would allow the 
company to renegotiate the price of steel products with the supplier. 

 

 



Benchmarking 

Benchmarking is a technique that involves comparing the 
performance of a supplier to that of other suppliers in the industry. 
This analysis can help to identify any performance gaps and 
opportunities for improvement. 

For example, a company may have a contract with a supplier for the 
provision of IT services. During the benchmarking analysis, the 
company may discover that the supplier's performance is below 
industry standards. This performance gap could trigger a 
negotiation lever that would allow the company to renegotiate the 
service level agreement with the supplier. 

 

Cost-Benefit Analysis 

Cost-benefit analysis is a technique that involves evaluating the 
costs and benefits of a contract to determine whether it remains 
beneficial for both parties. This analysis should include an 
evaluation of the total cost of ownership, including any hidden costs 
or risks associated with the contract. 

For example, a company may have a contract with a supplier for the 
purchase of machinery. During the cost-benefit analysis, the 
company may discover that the cost of maintenance and repair is 
significantly higher than anticipated. This cost analysis could trigger 
a negotiation lever that would allow the company to renegotiate the 
maintenance and repair terms with the supplier. 

 

Risk Analysis 

Risk analysis is a technique that involves identifying and evaluating 
potential risks associated with the contract. This analysis should 
include an evaluation of any legal, financial, or reputational risks 
that may impact the contract. 

For example, a company may have a contract with a supplier for the 
provision of logistics services. During the risk analysis, the company 
may discover that the supplier has a history of legal disputes with 
other clients. This legal risk could trigger a negotiation lever that 
would allow the company to renegotiate the contract terms to 
include additional legal protections. 



In conclusion, identifying opportunities for contract renegotiation is a 
critical part of the contract management phase of SRM 
implementation. The tools and techniques outlined above, including 
contract review, market analysis, benchmarking, cost-benefit 
analysis, and risk analysis, can help to identify opportunities for 
renegotiation and ensure that the contract remains beneficial for 
both parties 

By using these tools and techniques, negotiators can develop 
strategies that are robust, resilient, and effective in achieving 
successful outcomes in contract negotiation. 

 

Conclusion: Unlocking the Potential of 
Contract Reviews 
 

As we conclude our journey through the intricacies of contract 

reviews in Supplier Relationship Management (SRM), let us reflect 

on the transformative power of this essential process. In these 

pages, we have uncovered the secrets to turning contracts into 

dynamic instruments that contribute significantly to our 

organizational goals.  

Effective contract reviews are not mere formalities; they are the 

linchpin that ensures contracts serve as instruments of alignment, 

performance, and value. It's not about compliance with legalese; it's 

about substantive contributions that move the needle toward 

success. 

Our exploration began with fundamental questions, each leading us 

down a path of discovery. We learned to align contract terms with 

our strategic priorities, ensuring that every clause and condition 

serves our greater mission. We honed our Key Performance 

Indicators (KPIs), making them SMART and intrinsically tied to 

tangible outcomes. 

Proactivity became our ally as we established mechanisms to 

identify and address deviations swiftly. We embraced stakeholder 

engagement as the heartbeat of contract management, fostering 

feedback loops that elevate supplier performance. 



Benchmarking against industry standards and best practices 

became our compass, guiding us toward competitiveness and value 

for money. We demystified dispute resolution, turning conflicts into 

opportunities for strengthened partnerships. 

In my journey, both as a consultant and educator, I've witnessed 
first-hand the impact of effective contract reviews. Contracts cease 
to be dormant papers and become living documents that drive 
success. They become the foundation upon which supplier 
relationships are nurtured and optimized. 

With these tools in hand, you are poised to embark on a 

transformative journey of contract management. Contract reviews 

are not a burden but an opportunity, a chance to harness the full 

potential of your supplier partnerships. They are the means through 

which your organization's strategic objectives become reality. 

As you move forward, remember that contract reviews are not 

static; they are dynamic processes that evolve and adapt. Embrace 

change, continuous improvement, and a commitment to excellence. 

Equip yourself with the knowledge and strategies to navigate the 

complexities of contract management. 

In the next chapters of "How to Manage Contracts," we will delve 

deeper into the intricacies of contract management, exploring topics 

such as contract segmentation, mobilization, and effective exit 

strategies. Armed with the insights and practices from this chapter, 

you are well-prepared to tackle these advanced concepts. 

In closing, I encourage you to view contract reviews not as a 

mandatory chore but as a strategic advantage. With each review, 

you unlock the potential of your supplier relationships, inching 

closer to organizational excellence. So, let the journey continue, 

and may your contracts be the driving force behind your success. 

 

 

 

 



 
 
 

Chapter 2: The Keys to Successful 
Renegotiation 

 

Successful renegotiation of contracts is critical to the success of a 
business, especially in the context of SRM. Successful 
renegotiation of contracts is critical to the success of a business, 
especially in the context of SRM. 

As the SRM manager for a pharmaceutical company, I have been 
tasked with identifying opportunities for renegotiation of the current 
contracts to add value to our business. Below is a detailed journal 
account of the activities and procedures involved in this process: 

Journal of a Contracts/ SRM Manager 

Day 1: Contract Review  

I start by reviewing the current contracts with our suppliers. I identify 
the key terms and conditions of the contracts, including pricing, 
delivery schedules, quality standards, and performance metrics. 
During the review, I identify several potential areas for 
renegotiation, including delivery schedules and pricing. 

 

Day 2: Market Analysis 

I conduct a market analysis to identify any changes in market 
conditions that may impact our contracts. I review industry reports, 
economic indicators, and news articles to identify any significant 
changes in supply and demand, pricing trends, or regulatory 
changes. 

I find that there has been a recent increase in demand for one of 
our products, which may present an opportunity for renegotiation of 
our pricing contracts. 

 



 

Day 3: Benchmarking Analysis 

I conduct a benchmarking analysis to compare the performance of 
our suppliers to that of other suppliers in the industry. I identify 
several performance gaps, including delivery times and quality 
standards. These gaps provide an opportunity for renegotiation of 
our service level agreements. 

 

Day 4: Cost-Benefit Analysis 

I conduct a cost-benefit analysis to evaluate the total cost of 
ownership of our contracts. I identify several hidden costs 
associated with our contracts, including the cost of storage and 
transportation. These costs may be reduced through renegotiation 
of our pricing contracts. 

 

Day 5: Risk Analysis 

I conduct a risk analysis to identify any potential legal, financial, or 
reputational risks associated with our contracts. I find that some of 
our contracts do not include adequate legal protections, which may 
expose our company to legal risks. These risks may be mitigated 
through renegotiation of our contract terms. 

 

Day 6-7: Negotiation Planning 

Using the information gathered from the previous analyses, I 
develop a negotiation plan for each supplier. The plan includes a 
clear definition of the desired outcome, negotiation strategies, and a 
list of potential concessions that we may be willing to make. I also 
identify the negotiation team and the timelines for negotiation. 

 

Day 8-10: Negotiation 

I begin negotiations with our suppliers. I use various negotiation 
techniques, including BATNA, ZOPA, anchoring and adjustment, 
and concession management, to ensure that we achieve the best 



possible outcome for both parties. Through these negotiations, we 
are able to reach new agreements with our suppliers that are 
beneficial for our company. 

 

Day 11-12: Contract Ratification and Implementation 

Once the negotiations are complete, I work with our legal team to 
ratify the new contracts. The new contracts include the renegotiated 
terms and conditions, including pricing, delivery schedules, quality 
standards, and performance metrics. I also work with our operations 
team to implement the new contracts, ensuring that all parties are 
aware of the new terms and that they are being followed. 

 

Overall, the process of identifying opportunities for renegotiation 
and renegotiating the contracts was a success. By using various 
tools and techniques, we were able to identify several areas for 
improvement and renegotiate the contracts to add value to our 
business. 



Successful Renegotiation 

Let’s look at some key factors that can contribute to successful 
renegotiation, along with examples of their application: 
 

Understanding the Value Proposition 

The key to successful renegotiation is understanding the value 
proposition of the contract for both parties. By understanding the 
value proposition, negotiators can identify opportunities for mutual 
gain and develop negotiation strategies that are beneficial for both 
parties. 
 
For example, suppose a company has a contract with a supplier for 
the purchase of raw materials. During the renegotiation process, the 
company may discover that the supplier is able to offer additional 
services, such as logistics and warehousing, that can add value to 
the contract.  
 
By understanding the value proposition, the company can 
renegotiate the contract to include these additional services, 
providing mutual gain for both parties. 
 

Building Relationships 

Building relationships is critical to successful renegotiation. 
Negotiators who have established trust and rapport with their 
counterparts are more likely to reach a successful agreement. By 
building relationships, negotiators can create a foundation for future 
negotiations and develop a collaborative approach to problem-
solving. 
 
For example, suppose a company has a contract with a supplier for 
the provision of IT services. During the renegotiation process, the 
company may encounter a performance issue that needs to be 
addressed. By building a relationship with the supplier, the company 
can work collaboratively to identify the root cause of the 
performance issue and develop a solution that is beneficial for both 
parties. 
 



Preparation and Planning 

Preparation and planning are critical to successful renegotiation. 
Negotiators who have a clear understanding of their goals and 
objectives, as well as the negotiation strategies and tactics to 
achieve them, are more likely to reach a successful agreement. 
 
For example, suppose a company has a contract with a supplier for 
the purchase of equipment. During the renegotiation process, the 
company may want to negotiate a lower price for the equipment. By 
preparing a clear negotiation plan and understanding the supplier's 
BATNA, ZOPA, and reservation price, the company can develop 
negotiation strategies that are effective in achieving their objectives. 
 

Flexibility and Creativity 

Flexibility and creativity are key to successful renegotiation. 
Negotiators who can think outside the box and come up with 
creative solutions to problems are more likely to reach a successful 
agreement. 
 
For example, suppose a company has a contract with a supplier for 
the provision of consulting services.  
During the renegotiation process, the company may encounter a 
performance issue that cannot be resolved through traditional 
means. By being flexible and creative, the company and the 
supplier can come up with a new solution that meets the needs of 
both parties, such as changing the scope of the consulting services 
or adjusting the performance metrics. 
 

Effective Communication 

Effective communication is critical to successful renegotiation. 
Negotiators who can clearly and concisely communicate their goals 
and objectives, as well as their negotiation strategies and tactics, 
are more likely to reach a successful agreement. For example, 
suppose a company has a contract with a supplier for the purchase 
of services.  
 



During the renegotiation process, the company may encounter a 
disagreement with the supplier over the performance metrics.  
 
By communicating their concerns clearly and effectively, the 
company can work with the supplier to develop new performance 
metrics that are acceptable to both parties. 
 
In conclusion, successful renegotiation of contracts requires a 
combination of factors, including understanding the value 
proposition, building relationships, preparation and planning, 
flexibility and creativity, and effective communication.  
 
By using these keys to successful renegotiation, negotiators can 
develop negotiation strategies that are effective in achieving their 
objectives and adding value to their business. In the context of 
SRM, successful renegotiation can contribute to improved supplier 
relationships, increased cost savings, and enhanced operational 
efficiency. 

Lessons Learnt Deliverable  

The process of deriving a lessons learnt deliverable for knowledge 
management purposes and to inform future negotiations and 
relationships in SRM at the contract management phase involves 
several steps, tools, and techniques.  
 
Let’s look at a detailed description of the process: 
 
Step 1: Identify the Contract(s) to be Reviewed 
 
The first step in deriving a lessons learnt deliverable is to identify 
the contract(s) to be reviewed. This could be based on factors such 
as contract value, length, complexity, and significance to the 
organization. 
 
Step 2: Gather Information 
 
The next step is to gather information about the contract(s) being 
reviewed. This could include the contract documents, performance 
data, communications with suppliers, and feedback from 
stakeholders. 
 



Step 3: Analyse the Data 
 
The gathered information should be analysed to identify areas 
where the contract(s) performed well and areas where improvement 
is needed. This analysis could involve techniques such as SWOT 
analysis, cost-benefit analysis, and root cause analysis. 
 
Step 4: Identify Lessons Learnt 
 
Based on the analysis, lessons learnt should be identified. These 
could include best practices, opportunities for improvement, and 
areas to avoid in future contracts. The lessons learnt should be 
specific, measurable, and actionable. 
 
Step 5: Develop a Lessons Learnt Deliverable 
 
The lessons learnt should be compiled into a deliverable that can be 
used for knowledge management purposes and to inform future 
negotiations and relationships in SRM. The deliverable should 
include an executive summary, the lessons learnt, and 
recommendations for future contracts. 
 
Step 6: Share and Implement the Lessons Learnt 
 
The final step is to share the lessons learnt deliverable with 
stakeholders, including suppliers, internal teams, and senior 
management.  
The lessons learnt should be implemented in future contracts, and 
the effectiveness of the recommendations should be evaluated over 
time. 
 

Tools and Techniques 

The following are some tools and techniques that could be used in 
deriving a lessons learnt deliverable: 
 
Stakeholder Analysis 
Stakeholder analysis can be used to identify the key stakeholders 
who should be involved in the review of the contract(s) and the 
development of the lessons learnt deliverable. This could include 
suppliers, internal teams, and senior management. 



SWOT Analysis 
SWOT analysis can be used to identify the strengths, weaknesses, 
opportunities, and threats associated with the contract(s) being 
reviewed. This analysis can help to identify areas where the 
contract(s) performed well and areas where improvement is 
needed. 
 
 
Root Cause Analysis 
Root cause analysis can be used to identify the underlying causes 
of any issues or problems that arose during the contract(s) being 
reviewed. This analysis can help to identify areas where 
improvements can be made. 
 
 
Cost-Benefit Analysis 
Cost-benefit analysis can be used to evaluate the costs and 
benefits associated with the contract(s) being reviewed. This 
analysis can help to identify areas where cost savings can be 
achieved in future contracts. 
 

Case Example 

A pharmaceutical company has recently completed a contract with a 
supplier for the purchase of raw materials. The SRM team has been 
tasked with deriving a lessons learnt deliverable to inform future 
negotiations and relationships in SRM at the contract management 
phase. Here is a breakdown of the process: 
 
Step 1: Identify the Contract(s) to be Reviewed 
 
The SRM team identifies the contract with the supplier for the 
purchase of raw materials to be reviewed. 
 
Step 2: Gather Information 
 
The SRM team gathers information about the contract, including the 
contract documents, performance data, communications with the 
supplier, and feedback from stakeholders. 
 
 



Step 3: Analyse the Data 
 
The SRM team analyses the data and identifies areas where the 
contract performed well and areas where improvement is needed. 
They use SWOT analysis, cost-benefit analysis, and root cause 
analysis to identify lessons learnt. 
 
Step 4: Identify Lessons Learnt 
 
Based on the analysis, the SRM team identifies the following 
lessons learnt: 
Strengths: The supplier provided high-quality raw materials that met 
the company's specifications. 
Weaknesses: The delivery times were longer than expected, which 
caused delays in production. 
Opportunities: The company could negotiate better delivery terms in 
future contracts. 
Threats: Changes in the market could affect the availability and 
pricing of the raw materials. 
 
Step 5: Develop a Lessons Learnt Deliverable 
 
The SRM team develops a lessons learnt deliverable that includes 
an executive summary, the lessons learnt, and recommendations 
for future contracts. The deliverable is shared with stakeholders, 
including the supplier, internal teams, and senior management. 
 
Step 6: Share and Implement the Lessons Learnt 
 
The SRM team shares the lessons learnt deliverable with 
stakeholders and implements the recommendations in future 
contracts. The effectiveness of the recommendations is evaluated 
over time. 
 
Overall, the process of deriving a lessons learnt deliverable for 
knowledge management purposes and to inform future negotiations 
and relationships in SRM at the contract management phase 
involves several steps, tools, and techniques.  
 
By using these tools and techniques, companies can identify 
lessons learnt from past contracts and use this knowledge to inform 
future negotiations and relationships in SRM. 



Pitfalls In Contract Renegotiation.  

 
Contract renegotiation can be a complex process with several 
pitfalls that companies should avoid ensuring a successful outcome. 
Here are some common pitfalls to avoid in contract renegotiation 
based on real-world SRM cases: 
 
Focusing solely on cost reduction 
 
One common pitfall in contract renegotiation is focusing solely on 
cost reduction. While cost savings are an important objective, 
negotiations should also focus on maintaining or improving supplier 
relationships, quality, and service levels. 
 
For example, a manufacturing company may renegotiate a contract 
with a supplier for the purchase of raw materials. If the company 
focuses solely on cost reduction and demands lower prices, the 
supplier may cut corners and deliver lower-quality materials to meet 
the new pricing requirements. This could lead to production issues 
and a strained relationship between the company and the supplier. 
 
Failing to communicate clearly 
 
Effective communication is critical to successful contract 
renegotiation. Failing to communicate clearly can lead to 
misunderstandings, delays, and a breakdown in the negotiation 
process. 
 
For example, a retailer may renegotiate a contract with a logistics 
provider. If the retailer fails to communicate its delivery 
requirements clearly, the logistics provider may deliver goods at the 
wrong time or to the wrong location, leading to delays and additional 
costs for the retailer. 
 
Ignoring the supplier's perspective 
 
Negotiations should be a collaborative process that considers both 
parties' perspectives. Ignoring the supplier's perspective can lead to 
a breakdown in the negotiation process and strain the supplier 
relationship. 
 



For example, a technology company may renegotiate a contract 
with a software provider. If the company ignores the provider's 
perspective and demands unrealistic delivery timelines or changes 
in scope, the provider may feel undervalued and may not be 
motivated to deliver high-quality work. 
 
Not considering the long-term impact 
 
Negotiations should consider the long-term impact of the contract 
renegotiation. Focusing only on short-term gains can lead to 
decisions that are not sustainable or that harm the relationship with 
the supplier in the long run. 
 
For example, a healthcare provider may renegotiate a contract with 
a medical equipment supplier. If the provider demands lower prices 
and faster delivery times, the supplier may be forced to cut corners 
or use lower-quality materials to meet the new requirements. This 
could lead to equipment failures, patient safety issues, and a 
damaged supplier relationship. 
 
Failing to establish clear metrics and performance standards. 
 
Clear metrics and performance standards are critical to successful 
contract renegotiation. Without clear metrics and standards, it is 
difficult to evaluate supplier performance and ensure that the 
contract is meeting the company's needs. 
 
For example, an energy company may renegotiate a contract with a 
renewable energy provider. If the company fails to establish clear 
metrics and performance standards for renewable energy 
generation, it may be difficult to evaluate the provider's performance 
and ensure that the company is meeting its renewable energy 
targets. 
 
In conclusion, successful contract renegotiation requires careful 
planning, effective communication, collaboration, and a long-term 
perspective. By avoiding these common pitfalls, companies can 
ensure a successful outcome and maintain strong supplier 
relationships. 
 
 
 



Governance Mechanism for Contract Renegotiation 
 
The governance mechanism for contract renegotiation refers to the 
process by which contract renegotiation is managed and governed 
within an organization.  
 
This mechanism ensures that the renegotiation process is 
conducted in a transparent, efficient, and effective manner that 
protects the interests of both the company and the supplier. Here 
are some key elements of a governance mechanism for contract 
renegotiation: 
 
Contract Review Process 
 
The first step in the governance mechanism for contract 
renegotiation is to establish a contract review process.  
This process should outline the criteria for identifying contracts that 
require renegotiation and the steps to be taken to initiate the 
renegotiation process. 
 
Roles and Responsibilities 
 
The governance mechanism should clearly define the roles and 
responsibilities of the individuals involved in the renegotiation 
process. This includes identifying who will lead the negotiation 
team, who will be responsible for gathering data and analysing the 
contract, and who will be responsible for making final decisions. 
 
Communication Plan 
 
Effective communication is essential to the success of contract 
renegotiation. The governance mechanism should establish a 
communication plan that outlines how stakeholders will be informed 
about the renegotiation process, what information will be shared, 
and how feedback will be solicited. 
 
Performance Metrics 
 
Clear performance metrics should be established to measure the 
success of contract renegotiation. These metrics should align with 
the company's overall strategic goals and should be used to 
evaluate the supplier.  



Dispute Resolution Mechanisms 
 
The governance mechanism should establish a dispute resolution 
mechanism in case of any disagreements or conflicts during the 
renegotiation process. This mechanism should be fair and 
transparent and should be agreed upon by both parties before the 
renegotiation process begins. 
 
Contract Management System 
 
A robust contract management system is essential to the success of 
contract renegotiation. This system should track key contract data, 
including contract terms, performance metrics, and dispute 
resolution mechanisms. 
 
Overall, the governance mechanism for contract renegotiation is 
critical to ensuring that the renegotiation process is managed 
effectively and efficiently. By establishing clear roles and 
responsibilities, communication plans, performance metrics, dispute 
resolution mechanisms, and contract management systems, 
organizations can ensure a successful outcome of the renegotiation 
process. 
  



 

 

Chapter 3: Contract Mobilization & 
Change Management 

 

Contract mobilization refers to the process of preparing and 
implementing a new contract within the SRM framework. This 
process involves a series of activities and procedures that must be 
completed to ensure that the contract is implemented effectively 
and efficiently.  

 

Below is a step-by-step guide to contract mobilization within SRM: 

 

Step 1: Establish a Contract Mobilization Plan 

The first step in contract mobilization is to establish a contract 
mobilization plan. This plan should outline the objectives of the 
contract, the resources required, the timeline for implementation, 
and the roles and responsibilities of the individuals involved in the 
process. 

For example, if a manufacturing company is preparing to implement 
a new contract for the purchase of raw materials, the contract 
mobilization plan may outline the pricing and delivery requirements, 
the resources required to manage the contract, and the timeline for 
implementation. 

 

Step 2: Conduct a Contract Review 

The next step in contract mobilization is to conduct a contract 
review. This involves reviewing the terms and conditions of the 
contract to ensure that they are aligned with the company's strategic 
objectives and that they meet legal and regulatory requirements. 

For example, the manufacturing company may conduct a contract 
review to ensure that the pricing and delivery requirements of the 
new contract is competitive and meet the company's budget and 



production needs. 

Step 3: Define Contract Requirements 

Once the contract has been reviewed, the next step is to define the 
contract requirements. This involves identifying the goods or 
services to be procured, the delivery timelines, the pricing structure, 
and any other contractual requirements. 

For example, the manufacturing company may define the contract 
requirements by identifying the specific raw materials to be 
procured, the delivery timelines, and the pricing structure for the 
new contract. 

 

Step 4: Communicate Contract Requirements to Suppliers 

Once the contract requirements have been defined, the next step is 
to communicate them to potential suppliers. This involves identifying 
potential suppliers, sending out requests for proposals, and 
evaluating supplier responses. 

For example, the manufacturing company may communicate the 
new contract requirements to potential suppliers by sending out 
requests for proposals and evaluating supplier responses based on 
criteria such as price, quality, and delivery timelines. 

 

Step 5: Negotiate Contract Terms and Conditions 

Once potential suppliers have been identified and evaluated, the 
next step is to negotiate contract terms and conditions. This 
involves discussing pricing, delivery timelines, and other contractual 
requirements with the selected supplier and reaching an agreement. 

For example, the manufacturing company may negotiate the pricing 
and delivery timelines for the new contract with the selected 
supplier to ensure that they meet the company's production needs 
and budget. 

 

Step 6: Implement the Contract 

The final step in contract mobilization is to implement the contract. 



This involves ensuring that the supplier is aware of the contract 
requirements and that they have the necessary resources to meet 
them. It also involves setting up contract management systems and 
processes to monitor contract performance. 

For example, the manufacturing company may implement the new 
contract by ensuring that the selected supplier is aware of the 
pricing and delivery requirements and that they have the necessary 
resources to meet them.  

The company may also set up a contract management system to 
monitor supplier performance and ensure that the contract is 
meeting the company's production needs. 

Overall, contract mobilization is a critical aspect of SRM, as it 
ensures that contracts are implemented effectively and efficiently, 
and that they meet the company's strategic objectives. 

 
  



Segmenting Contracts 

 
Contract management segmentation is a process used in SRM to 
categorize contracts based on their strategic importance and 
supplier relationship complexity. By segmenting contracts, SRM 
teams can identify the contracts that require the most attention and 
allocate resources accordingly. Here is a step-by-step guide to 
implementing contract management segmentation in SRM: 
 
Step 1: Establish Segmentation Criteria 
 
The first step in contract management segmentation is to establish 
the criteria for segmentation. This involves identifying the factors 
that will be used to categorize contracts, such as contract value, 
strategic importance, or supplier complexity. 
 
For example, a telecommunications company may establish 
segmentation criteria that includes contract value, supplier risk, and 
strategic importance. 
 
Step 2: Analyse Contracts and Assign Segments 
 
Once the segmentation criteria have been established, the next 
step is to analyse existing contracts and assign them to appropriate 
segments. This involves reviewing contract data and categorizing 
contracts based on the established criteria. 
 
For example, the telecommunications company may analyse its 
contracts and assign them to three segments: high, medium, and 
low. High-value contracts with strategic suppliers that pose 
significant risk are assigned to the high segment, while low-value 
contracts with lower risk are assigned to the low segment. 
 
Step 3: Develop Segmentation Strategies 
 
Once contracts have been assigned to segments, the next step is to 
develop segmentation strategies. This involves identifying the 
appropriate level of attention and resources required for each 
segment and developing strategies for managing contracts within 
each segment. 



For example, the telecommunications company may develop a 
high-level segmentation strategy that includes regular meetings with 
strategic suppliers, regular contract reviews, and ongoing risk 
assessments. For lower segments, the company may develop a 
more streamlined approach with fewer meetings and less frequent 
contract reviews. 
 
Step 4: Allocate Resources 
 
The final step in implementing contract management segmentation 
is to allocate resources. This involves ensuring that the appropriate 
resources, such as personnel and budget, are allocated to each 
segment based on its strategic importance and supplier complexity. 
 
For example, the telecommunications company may allocate a 
larger budget and more personnel to the high segment, which 
includes contracts with strategic suppliers that pose significant risk. 
The company may allocate fewer resources to lower segments that 
include contracts with lower risk. 
 
Overall, contract management segmentation is a critical aspect of 
SRM, as it allows companies to identify the contracts that require 
the most attention and allocate resources accordingly. By following 
these steps, companies can effectively manage their contracts and 
supplier relationships, reduce risk, and achieve their strategic 
objectives. 
Let’s look at hypothetical scenarios of a manager faced with dozens 
of contracts and how they could segment them: 

Scenario 1: 

A manager at a pharmaceutical company is responsible for 
managing dozens of contracts with suppliers that provide various 
raw materials, packaging materials, and equipment. The manager 
decides to segment the contracts based on their strategic 
importance and supplier complexity.  
The segmentation criteria include contract value, supplier risk, and 
strategic importance. The manager assigns the contracts to three 
segments: high, medium, and low. 
 



High Segment: Contracts with strategic suppliers that provide raw 
materials critical to the company's product portfolio. The supplier 
carries a high risk due to their location in a politically unstable 
country, and the contract value is significant. 
Medium Segment: Contracts with suppliers that provide packaging 
materials and equipment. The suppliers carry a moderate risk, and 
the contract value is moderate. 
Low Segment: Contracts with suppliers that provide non-critical 
raw materials. The suppliers carry a low risk, and the contract value 
is low. 

Scenario 2: 

A manager at a retail company is responsible for managing dozens 
of contracts with suppliers that provide various goods and services. 
The manager decides to segment the contracts based on their 
profitability and supplier relationship complexity. The segmentation 
criteria include contract value, supplier risk, and strategic 
importance. The manager assigns the contracts to three segments: 
high, medium, and low. 
 
High Segment: Contracts with suppliers that provide high-profit 
products and services critical to the company's revenue streams. 
The supplier relationships are complex, and the contracts carry a 
high risk due to the possibility of supply chain disruption. 
Medium Segment: Contracts with suppliers that provide moderate-
profit products and services. The supplier relationships are 
moderately complex, and the contracts carry a moderate risk. 
Low Segment: Contracts with suppliers that provide low-profit 
products and services. The supplier relationships are simple, and 
the contracts carry a low risk. 

Scenario 3: 

A manager at an aerospace company is responsible for managing 
dozens of contracts with suppliers that provide various components 
and parts for aircraft manufacturing. The manager decides to 
segment the contracts based on their technical complexity and 
supplier relationship complexity. The segmentation criteria include 
contract value, supplier risk, and technical complexity. The manager 
assigns the contracts to three segments: high, medium, and low. 
 



High Segment: Contracts with suppliers that provide critical 
components for aircraft manufacturing. The contracts carry a high 
technical complexity, and the supplier relationships are complex 
due to the need for ongoing technical support and expertise. 
Medium Segment: Contracts with suppliers that provide 
moderately complex components and parts. The supplier 
relationships are moderately complex, and the contracts carry a 
moderate technical complexity. 
Low Segment: Contracts with suppliers that provide simple 
components and parts. The supplier relationships are simple, and 
the contracts carry a low technical complexity. 
 
Overall, contract management segmentation is a useful tool for 
managing multiple contracts effectively and efficiently. The 
segmentation criteria will depend on the specific business needs 
and can be adapted to various scenarios. 
  



Change Management in SRM 

Change management in SRM implementation refers to the process 
of managing changes to the SRM program or system to ensure that 
they are implemented effectively and efficiently while minimizing 
disruption to the organization. Below is a step-by-step guide to 
change management in SRM implementation: 
 
Step 1: Identify the Need for Change 
 
The first step in change management is to identify the need for 
change. This could include changes to the SRM program or system 
due to changing business needs, technological advancements, or 
supplier performance issues. 
 
For example, a manufacturing company may identify the need for 
changes to its SRM program to improve supplier performance 
metrics or to implement new technology to automate its 
procurement process. 
 
Step 2: Plan the Change 
 
Once the need for change has been identified, the next step is to 
plan the change. This involves developing a detailed plan that 
outlines the objectives of the change, the resources required, and 
the timeline for implementation. 
 
For example, if the manufacturing company identified the need to 
improve supplier performance metrics, the SRM team may plan to 
implement a new supplier evaluation system that tracks supplier 
performance metrics more effectively. 
 
Step 3: Implement the Change 
 
The next step in change management is to implement the change.  
This involves putting the plan into action and making the necessary 
changes to the SRM program or system. 
 
For example, if the SRM team is implementing a new supplier 
evaluation system, they may need to train employees on how to use 
the new system and update the system's software to accommodate 
the new metrics. 



 
Step 4: Monitor and Evaluate the Change 
 
Once the change has been implemented, the next step is to monitor 
and evaluate its effectiveness. This involves collecting data on the 
impact of the change and assessing whether it has achieved the 
desired objectives. 
 
For example, the SRM team may monitor supplier performance 
metrics over time to evaluate the effectiveness of the new supplier 
evaluation system. 
 
Step 5: Communicate the Change 
 
The final step in change management is to communicate the 
change to stakeholders. This involves informing employees, 
suppliers, and other stakeholders about the change and how it will 
impact their work. 
 
For example, the SRM team may communicate the new supplier 
evaluation system to suppliers to ensure that they understand how 
the new metrics will be used to evaluate their performance. 
 
Overall, effective change management is critical to the success of 
SRM implementation. By following these steps and adapting the 
SRM program or system to changing business needs, companies 
can improve supplier relationships, drive cost savings, and achieve 
their strategic objectives. 
  



 
 
 

Chapter 4: Form and Smart Contracts 

 

Introduction: Unleashing the Potential of 
Form and Smart Contracts 
 
As we venture further into the realm of contract management within 
the pages of "How to Manage Contracts," our journey leads us to 
"Form and Smart Contracts." Here, we explore not just the future 
but the present of contract management, where innovation and 
technology converge to redefine how contracts are structured and 
executed. 
 
Contracts are the lifeblood of supplier relationships, and their 
effectiveness can make or break an organization's success. In this 
chapter, we will dive deep into Form and Smart Contracts, two 
transformative approaches that hold the key to unlocking efficiency, 
accuracy, and automation in the contract management process. 
 
Form Contracts, our first focal point, represent the art of 
standardization in contract creation. These templates simplify the 
drafting process, minimize errors, and establish consistency across 
agreements. By leveraging Form Contracts, organizations can 
streamline contract creation, saving valuable time and resources. 
 
Our second focal point, Smart Contracts, takes us into the realm of 
technology-driven innovation. These self-executing contracts are 
designed to automate actions, enforce compliance, and minimize 
the need for intermediaries. Smart Contracts hold the potential to 
revolutionize how contracts are executed and managed. 
 
Throughout this chapter, we will bridge the gap between traditional 
and cutting-edge contract management techniques. We will explore 
the intricacies of Form and Smart Contracts, demystifying the 
terminology and highlighting their practical applications. Our aim is 
to equip you with the knowledge and insights needed to harness 
these innovations for the benefit of your organization. 
 



So, fasten your seatbelts as we journey through the world of Form 
and Smart Contracts. Discover how these technologies can 
enhance your contract management practices, streamline 
processes, and contribute substantially to your organization's 
objectives and goals. 
 
Outcome-Based Questions for Effective Form and Smart Contract 
Management: 
 
Question 1: How can the implementation of Form Contracts 
streamline contract creation and ensure consistency? 
Task: Implement Form Contracts for standardizing contract creation 
processes. 
Outcome Success Indicator: Achieve a 30% reduction in contract 
creation time and a 95% increase in consistency across 
agreements, as measured by top management and key 
stakeholders within 9 months. 
 
Question 2: What benefits can Smart Contracts bring to our 
organization, and how do we implement them effectively? 
Task: Develop a strategy for implementing Smart Contracts in key 
supplier relationships. 
Outcome Success Indicator: Demonstrate a 20% reduction in 
contract execution time and a 25% decrease in disputes, as 
validated by top management and suppliers within 12 months. 
 
Question 3: How can we ensure that our Form Contracts are 
aligned with our organization's strategic priorities and objectives? 
Task: Review and revise Form Contracts to align with current 
strategic priorities. 
Outcome Success Indicator: Achieve an alignment rate of 90% 
between Form Contracts and strategic objectives, as confirmed by 
top management and key stakeholders within 6 months. 
 
Question 4: What opportunities for automation and efficiency can 
Smart Contracts offer in our supplier relationships? 
Task: Identify and implement key automation features within Smart 
Contracts. 
Outcome Success Indicator: Realize a 15% reduction in manual 
contract-related tasks and a 20% increase in supplier satisfaction, 
as assessed by top management and suppliers within 9 months. 
 



Question 5: How can we ensure that our Form and Smart Contracts 
align with industry best practices? 
Task: Conduct regular benchmarking exercises against industry 
contract standards and best practices. 
Outcome Success Indicator: Maintain contract terms and practices 
that align with or exceed industry standards, as validated through 
biannual benchmarking activities. 
 

Operationalization of Smart Contracts in SRM: 

The operationalization of smart contracts in SRM involves the 
following steps: 

1. Designing the contract: The SRM team designs the contract 
by defining the terms, conditions, and rules of the 
agreement. 

2. Implementing the contract on the blockchain: The contract is 
then programmed and deployed onto the blockchain as a 
smart contract. 

3. Interacting with the contract: The SRM team and the supplier 
can then interact with the contract by submitting and 
verifying transactions. 

4. Enforcing the contract: The smart contract automatically 
enforces the rules and terms of the agreement, executing 
the terms of the contract once the pre-defined conditions are 
met. 

 
Example: 
For example, a smart contract can be used to automate the 
payment process between a buyer and a supplier. The contract can 
be designed to trigger a payment once the supplier has delivered 
the goods or services and the buyer has verified that they meet the 
pre-defined quality standards. The payment can then be executed 
automatically by the smart contract, reducing the need for manual 
intervention, and improving the efficiency and transparency of the 
payment process. 

Gaps & Smart Contracts Value Addition  

Smart contracts can help address several gaps in traditional 
contract management, including: 



1. Lack of transparency: Smart contracts provide a transparent 
and auditable record of all transactions, reducing the risk of 
fraud and errors. 

2. Lack of trust: Smart contracts are self-executing and 
enforceable, reducing the need for intermediaries and 
improving trust between parties. 

3. Slow and inefficient processes: Smart contracts can 
automate and streamline contract execution, reducing the 
time and cost involved in managing contracts. 

4. Inconsistent or incomplete contract terms: Smart contracts 
can ensure that all parties are on the same page by 
enforcing pre-defined terms and conditions. 

 
The additional value to SRM includes: 
 

1. Increased efficiency: Smart contracts can automate and 
streamline many aspects of contract management, reducing 
the time and cost involved in managing supplier 
relationships. 

2. Improved transparency and accountability: Smart contracts 
provide a transparent and auditable record of all 
transactions, improving the transparency and accountability 
of supplier relationships. 

3. Enhanced security: Smart contracts are encrypted and 
secure, reducing the risk of fraud and cyber attacks. 

4. Greater trust and collaboration: Smart contracts can improve 
trust and collaboration between parties by reducing the need 
for intermediaries and automating contract execution. 

Setting up Smart Contracts for SRM: 

To set up smart contracts for SRM, the SRM team should follow 
these steps: 

1. Identify the contracts or processes that can benefit from the 
use of smart contracts. 

2. Design the smart contract by defining the terms, conditions, 
and rules of the agreement. 

3. Develop the smart contract using blockchain technology. 
4. Test the smart contract to ensure that it is functioning as 

expected. 
5. Implement the smart contract in the SRM process and 

educate all stakeholders on how to interact with the contract. 



6. Monitor and evaluate the performance of the smart contract 
to identify areas for improvement. 

7. Continuously improve the smart contract to enhance its 
effectiveness and efficiency. 

 
By following these steps, an SRM team can successfully implement 
smart contracts into their supplier relationship management 
processes, realizing the benefits of increased efficiency, 
transparency, and trust. 

Challenges Of Using Smart Contracts  

While smart contracts offer many potential benefits for SRM, there 
are also several challenges that organizations should be aware of 
when considering their use: 

1. Complexity: Smart contracts can be complex and difficult to 
develop, requiring specialized technical expertise and 
significant resources. 
 

2. Immutability: Once a smart contract is deployed, it cannot be 
changed or amended, which can be problematic if errors are 
discovered, or circumstances change. 
 

3. Lack of legal recognition: Smart contracts are not yet widely 
recognized by legal systems, which can create uncertainty 
around their enforceability and validity. 
 

4. Security vulnerabilities: While blockchain technology is 
generally considered secure, smart contracts can be 
vulnerable to attacks or exploits, particularly if they are not 
properly designed or implemented. 
 

5. Integration with existing systems: Integrating smart contracts 
with existing procurement systems and processes can be 
challenging, particularly if those systems are not blockchain-
enabled. 
 

6. Limited functionality: Smart contracts are currently limited in 
their functionality and may not be able to handle complex or 
nuanced contract terms or business requirements. 



7. Incomplete or ambiguous contract terms: While smart 
contracts can help enforce pre-defined contract terms, they 
may struggle with ambiguous or incomplete terms, which 
can lead to misunderstandings or disputes. 

 
Overall, organizations considering the use of smart contracts for 
SRM should carefully assess the potential benefits and risks, and 
work to mitigate the challenges through effective design, 
implementation, and ongoing monitoring and evaluation. Several 
companies have implemented smart contracts in their operations 
with varying degrees of success. Let’s look at a few examples: 
 

Maersk and IBM's TradeLens Platform 

In 2018, shipping giant Maersk and tech firm IBM launched the 
TradeLens platform, which uses blockchain technology and smart 
contracts to streamline and secure global trade. The platform allows 
shippers, freight forwarders, customs officials, and other 
stakeholders to share real-time data and documentation, reducing 
the need for intermediaries and improving transparency and 
efficiency. Since its launch, TradeLens has attracted several major 
industry players, including CMA CGM, Hapag-Lloyd, and MSC, and 
has processed over 30 million shipping events. One key lesson 
learnt from this project is the importance of collaboration and 
ecosystem building in the adoption of smart contracts. 
 

AIG's Smart Contract Insurance Policy 

In 2019, insurance company AIG announced the launch of a smart 
contract insurance policy, which uses blockchain technology to 
automate policy issuance and claims management.  
 
The policy, which covers multinational coverage for Standard 
Chartered Bank, leverages smart contracts to automate claims 
payments, reducing the time and cost involved in claims processing. 
The use of smart contracts also provides greater transparency and 
audibility, reducing the risk of fraud and errors. One lesson learnt 
from this project is the potential for smart contracts to automate and 
streamline complex insurance processes. 
 



Accenture's Supply Chain Traceability Platform 

In 2020, consulting firm Accenture launched a supply chain 
traceability platform that uses smart contracts and blockchain 
technology to improve transparency and accountability in supply 
chains.  
The platform allows buyers and suppliers to track the origin and 
movement of goods throughout the supply chain, reducing the risk 
of fraud and improving sustainability. The use of smart contracts 
also enables automated payments and other transactions, reducing 
the need for intermediaries and improving efficiency. One key 
lesson learnt from this project is the potential for smart contracts to 
improve sustainability in supply chains. 
 

Walmart's Food Safety Program: 

In 2018, Walmart announced that it would be using blockchain 
technology and smart contracts to enhance its food safety program.  
The system enables the retailer to trace the origin and movement of 
food products throughout the supply chain, improving the speed and 
accuracy of recalls and reducing the risk of contamination. The use 
of smart contracts also enables automated payments and other 
transactions, improving efficiency and reducing the need for 
intermediaries. One lesson learnt from this project is the potential 
for smart contracts to improve food safety and supply chain 
transparency. 
 
In summary, these real-world examples demonstrate the potential 
benefits of using smart contracts in SRM, including improved 
efficiency, transparency, and accountability. However, they also 
highlight the need for careful design, implementation, and ongoing 
monitoring and evaluation to ensure that smart contracts are used 
effectively and appropriately. 



Form Contracts in SRM 
 
Form contracts, also known as standard form contracts or 
boilerplate contracts, are pre-drafted legal agreements that contain 
standardized terms and conditions that can be used repeatedly for 
similar transactions or business relationships. These contracts are 
commonly used in supplier relationship management (SRM) as a 
means of standardizing and streamlining the procurement process. 
 
Form contracts play a critical role in SRM because they provide a 
consistent framework for conducting business with suppliers.  
By using standardized terms and conditions, both the supplier and 
buyer have a clear understanding of their respective roles and 
responsibilities, as well as the rights and obligations of each party. 
This can help to prevent misunderstandings and disputes and can 
also promote efficiency and cost savings by reducing the time and 
resources required to negotiate and draft individual contracts for 
each transaction. 
 
The strategic use and value of form contracts in SRM is significant. 
When used effectively, form contracts can help to create a more 
transparent, efficient, and mutually beneficial relationship between 
the buyer and supplier. Some of the key benefits of using form 
contracts in SRM include: 
 

1. Consistency: By using a standardized form contract, buyers 
can ensure that all suppliers are subject to the same terms 
and conditions. This can help to promote fairness and 
consistency in the procurement process. 

 
2. Time savings: Form contracts can save time and resources 

by streamlining the contract negotiation process. Rather 
than negotiating individual contracts for each transaction, 
buyers can rely on pre-drafted language that has already 
been approved by legal and procurement teams. 

3. Risk reduction: Form contracts can help to reduce the risk of 
legal disputes by clearly outlining the obligations and 
responsibilities of each party. This can help to prevent 
misunderstandings and disputes that can arise from unclear 
or ambiguous contract terms. 

 



4. Efficiency: Form contracts can help to promote efficiency by 
reducing the time and resources required to draft and 
negotiate individual contracts. This can enable procurement 
teams to focus on other strategic initiatives that can help to 
create value for the organization. 

 
Real-world examples of the strategic use and value of form 
contracts in SRM can be found in a variety of industries. For 
example: 
 
Construction: In the construction industry, form contracts are often 
used to standardize the terms and conditions of subcontractor 
agreements. By using a standardized form contract, construction 
companies can ensure that all subcontractors are subject to the 
same terms and conditions, which can help to promote fairness and 
consistency in the procurement process. 
 
Technology: In the technology industry, form contracts are often 
used to standardize the terms and conditions of software licensing 
agreements. By using a standardized form contract, software 
companies can ensure that all customers are subject to the same 
terms and conditions, which can help to promote efficiency and 
reduce the risk of legal disputes. 
 
Healthcare: In the healthcare industry, form contracts are often 
used to standardize the terms and conditions of supplier 
agreements for medical equipment and supplies.  
By using a standardized form contract, healthcare providers can 
ensure that all suppliers are subject to the same terms and 
conditions, which can help to promote consistency and reduce the 
risk of legal disputes. 
 
Overall, the strategic use and value of form contracts in SRM is 
significant. By using standardized language and terms, buyers can 
promote consistency, efficiency, and risk reduction in the 
procurement process. This can ultimately help to create a more 
transparent, mutually beneficial relationship between the buyer and 
supplier. 
 
 

Benefits of using form contracts in SRM: 



The use of form contracts in supplier relationship management 
(SRM) can offer several benefits, including: 
 

1. Consistency: Form contracts provide a standardized 
framework for conducting business with suppliers, ensuring 
consistency across all transactions. 

 
2. Time savings: Form contracts reduce the time and effort 

required to negotiate individual contracts for each 
transaction. 

 
3. Risk reduction: Standardized contract terms and conditions 

can reduce the risk of legal disputes by clearly outlining the 
obligations and responsibilities of both parties. 

 
4. Efficiency: Using form contracts can promote efficiency in 

the procurement process by reducing the time and 
resources required to draft and negotiate individual 
contracts. 

 
5. Flexibility: Form contracts can be customized to meet 

specific business requirements and objectives. 
 
 

Types of form contracts used in SRM: 

There are several types of form contracts that are commonly used 
in SRM. Some of these include: 
 

1. Purchase agreements: These are contracts used for the 
procurement of goods or services from suppliers. They 
typically outline the price, quantity, delivery terms, and other 
important details of the transaction. 

 
2. Service agreements: These are contracts used for the 

procurement of services from suppliers. They typically 
outline the scope of work, deliverables, timelines, and other 
important details of the service agreement. 

 



3. Non-disclosure agreements (NDAs): These are contracts 
used to protect confidential information shared between the 
buyer and supplier. NDAs typically outline the types of 
information that are considered confidential, the obligations 
of both parties to protect that information, and the 
consequences of a breach of the NDA. 

 
4. Master service agreements (MSAs): These are contracts 

used to establish a long-term business relationship between 
the buyer and supplier. MSAs typically outline the terms and 
conditions that will govern all future transactions between 
the parties, including pricing, delivery terms, warranties, and 
other important details. 

 
 

Selecting a form contract 

When selecting a form contract for use in SRM, there are several 
factors that should be considered, including: 
 
a. Business requirements: The form contract selected should be 
tailored to meet specific business requirements and objectives. 
 
b. Legal compliance: The form contract should comply with all 
relevant legal and regulatory requirements. 
 
c. Risk allocation: The form contract should clearly outline the risks 
and liabilities associated with the transaction and allocate those 
risks and liabilities appropriately between the parties. 
 
d. Cost-effectiveness: The form contract selected should be cost-
effective, considering the time and resources required to draft, 
negotiate, and execute the contract. 
 
 
 
 
 
 



Real-world examples of the strategic use of form 
contracts in SRM: 

Coca-Cola: Coca-Cola uses form contracts to standardize the terms 
and conditions of its supplier agreements. By using standardized 
language, Coca-Cola can ensure consistency and efficiency in the 
procurement process, while also reducing the risk of legal disputes. 
 
Google: Google uses form contracts for its software licensing 
agreements. By using standardized terms and conditions, Google 
can reduce the time and effort required to negotiate individual 
contracts for each customer, while also promoting consistency and 
risk reduction in the procurement process. 
 
General Electric: General Electric uses form contracts to 
standardize the terms and conditions of its supplier agreements for 
medical equipment and supplies. By using standardized language, 
General Electric can ensure consistency and risk reduction in the 
procurement process, while also promoting efficiency and cost 
savings. 
 
Overall, the strategic use of form contracts in SRM can offer 
significant benefits, including consistency, time savings, risk 
reduction, efficiency, and flexibility. By selecting the right form 
contract and tailoring it to meet specific business requirements and 
objectives, organizations can streamline the procurement process 
and establish more transparent, mutually beneficial relationships 
with their suppliers. 
 

Steps To Implement Form Contracts In SRM 

The implementation of form contracts in SRM involves several 
steps, including: 

1. Assessing business needs: The first step in implementing 
form contracts in SRM is to assess the organization's 
business needs and objectives.  
This will help to determine the types of form contracts that 
are required and the key stakeholders that will be involved in 
the implementation process. 

 



2. Developing form contracts: Once the business needs have 
been identified, the next step is to develop the form 
contracts that will be used in SRM. This may involve 
engaging legal counsel and procurement teams to draft the 
contracts or selecting pre-drafted templates from a reputable 
source. 

 
3. Review and approval: Before the form contracts can be 

used, they must be reviewed and approved by the 
appropriate stakeholders, including legal counsel, 
procurement teams, and business leaders. 

 
4. Communication and training: Once the form contracts have 

been approved, it is important to communicate the new 
process to all relevant stakeholders and provide training as 
needed to ensure proper use and understanding of the form 
contracts. 

 
5. Monitoring and review: Finally, it is important to monitor the 

use of the form contracts over time and review them 
periodically to ensure that they remain up-to-date and 
relevant to the organization's changing needs. 
 
 

Key Stakeholders Involved 

The implementation of form contracts in SRM involves several key 
stakeholders, including: 
 
Legal counsel: Legal counsel is responsible for reviewing and 
approving the form contracts to ensure that they comply with all 
relevant legal and regulatory requirements. 
 
Procurement teams: Procurement teams are responsible for 
ensuring that the form contracts are tailored to meet the 
organization's business requirements and objectives. 
 
Business leaders: Business leaders are responsible for ensuring 
that the form contracts are aligned with the organization's overall 
strategy and objectives. 
 



Suppliers: Suppliers are also important stakeholders in the 
implementation of form contracts, as they will be required to agree 
to the standardized terms and conditions outlined in the form 
contracts. 
 

Challenges and Best Practices  

The implementation of form contracts in SRM can present several 
challenges, including: 
 
Resistance to change: Some stakeholders may resist the 
implementation of form contracts if they are used to negotiating 
individual contracts for each transaction. 
 
Legal complexity: Form contracts can be complex, and legal 
counsel may require significant time and resources to review and 
approve them. 
 
Compliance issues: It is important to ensure that the form contracts 
comply with all relevant legal and regulatory requirements. 
 
To address these challenges, organizations can follow best 
practices such as: 
 

1. Stakeholder engagement: It is important to engage all 
relevant stakeholders in the implementation process and 
communicate the benefits of using form contracts. 

 
2. Clear communication: Clear and consistent communication 

about the implementation process and the benefits of using 
form contracts can help to reduce resistance to change. 

 
3. Streamlined approval process: Organizations can streamline 

the form contract approval process by developing pre-
approved templates or engaging external legal counsel to 
review the contracts. 

 
4. Ongoing monitoring and review: It is important to monitor the 

use of form contracts over time and review them periodically 
to ensure that they remain relevant and effective. 



Real-world examples of successful implementation of form contracts 
in SRM can be found in a variety of industries. For example: 
 
IBM: IBM uses form contracts to standardize the terms and 
conditions of its software licensing agreements. By using 
standardized language, IBM can ensure consistency and efficiency 
in the procurement process, while also reducing the risk of legal 
disputes. 
 
Johnson & Johnson: Johnson & Johnson uses form contracts to 
standardize the terms and conditions of its supplier agreements for 
medical equipment and supplies.  
 
By using standardized language, Johnson & Johnson can ensure 
consistency and risk reduction in the procurement process, while 
also promoting efficiency and cost savings. 
 

Tips for Drafting Effective Form Contracts: 

When drafting form contracts for use in SRM, it is important to keep 
the following tips in mind: 
 

1.  Clearly define terms and conditions: The form contract 
should clearly define all terms and conditions related to the 
transaction, including the scope of work, pricing, delivery 
terms, and any other relevant details. 

 
2.  Avoid ambiguity: The language used in the form contract 
should be clear and concise, with no room for ambiguity or 
misinterpretation. 

 
3. Tailor to business needs: The form contract should be 
tailored to meet the specific business requirements and 
objectives of the organization. 

 
4. Ensure legal compliance: The form contract should 
comply with all relevant legal and regulatory requirements. 

 
5. Consider future changes: The form contract should be 
flexible enough to accommodate future changes in the 
business environment. 



Tips for Negotiating Form Contracts with 
Suppliers: 

When negotiating form contracts with suppliers, it is important to 
keep the following tips in mind: 
 

1. Be prepared: Before entering negotiations, ensure that 
you have a clear understanding of the form contract and the 
business requirements it is designed to meet. 

 
2. Collaborate with suppliers: Negotiations should be 
approached as a collaborative process, with both parties 
working together to find mutually beneficial solutions. 

 
3. Focus on priorities: Negotiations should focus on the 
priorities of both parties, with a focus on achieving the best 
outcome for both parties. 

 
4. Be flexible: Negotiations should be flexible enough to 
accommodate the needs and priorities of both parties. 
 

Tips for Managing Form Contracts 

1. When managing and maintaining form contracts in SRM, 
it is important to keep the following tips in mind: 
 
2. Keep accurate records: It is important to maintain 
accurate records of all form contracts, including the date, 
terms and conditions, and any changes made over time. 

 
3. Establish a review process: Form contracts should be 
reviewed periodically to ensure that they remain up-to-date 
and relevant to the organization's changing needs. 

 
4. Communicate changes: Any changes made to the form 
contract should be communicated clearly to all relevant 
stakeholders. 
 



5. Automate contract management: Contract management 
software can help to automate the management and 
maintenance of form contracts, reducing the risk of errors 
and increasing efficiency. 
 

Real-world examples of effective use of form contracts in SRM can 
be found in a variety of industries. For example: 
 
Intel: Intel uses form contracts to standardize the terms and 
conditions of its supplier agreements for computer components. By 
using standardized language, Intel can ensure consistency and risk 
reduction in the procurement process, while also promoting 
efficiency and cost savings. 
 
Procter & Gamble: Procter & Gamble uses form contracts to 
standardize the terms and conditions of its supplier agreements for 
packaging materials. By using standardized language, Procter & 
Gamble can ensure consistency and efficiency in the procurement 
process, while also reducing the risk of legal disputes. 
 
General Motors: General Motors uses form contracts to standardize 
the terms and conditions of its supplier agreements for automotive 
parts. By using standardized language, General Motors can ensure 
consistency and risk reduction in the procurement process, while 
also promoting efficiency and cost savings. 
 
In conclusion, the strategic use and value of form contracts in 
supplier relationship management (SRM) is significant. Form 
contracts can help to promote consistency, efficiency, and risk 
reduction in the procurement process, ultimately leading to more 
transparent, mutually beneficial relationships between buyers and 
suppliers. 
 
By implementing form contracts in SRM, organizations can realize 
benefits such as time savings, risk reduction, and cost savings. 
These benefits are achievable through careful consideration of the 
types of form contracts needed, the factors to consider when 
selecting a form contract, and the steps involved in the 
implementation and deployment of form contracts in SRM. 
 



Furthermore, effective use of form contracts requires organizations 
to take a collaborative approach to negotiations, draft effective and 
clear contracts, and establish processes for managing and 
maintaining these contracts over time. 
As such, organizations should take a call to action and prioritize the 
implementation and leveraging of form contracts in their SRM 
strategy. Doing so can help to promote efficiency and risk reduction, 
and ultimately create more value for the organization and its 
suppliers. 
 

Conclusion: Transforming Contracts for 
Organizational Excellence 

 
As we wrap up our exploration of Form and Smart Contracts in this 
chapter, we can see the transformative potential these innovations 
hold for contract management. Form Contracts bring 
standardization and consistency, simplifying the creation process, 
while Smart Contracts introduce automation and efficiency, 
revolutionizing contract execution. 
 
Our journey through this chapter has been a glimpse into the future 
of contract management, where technology and innovation 
converge to redefine the way we structure, execute, and manage 
contracts. The questions we've explored are not just theoretical; 
they are actionable steps toward harnessing the power of Form and 
Smart Contracts. 
 
The outcomes we seek are not merely improvements but 
substantial contributions to our organization's objectives and goals. 
Form and Smart Contracts have the potential to streamline 
processes, reduce errors, automate tasks, and enhance 
relationships with suppliers. These outcomes, as measured and 
validated by top management, key stakeholders, and suppliers, are 
the benchmarks of our success. 
 



As you move forward, remember that these innovations are not just 
tools; they are strategic assets. With Form and Smart Contracts in 
your arsenal, you are better equipped to navigate the complexities 
of contract management in the digital age. So, embrace the future, 
seize the opportunities, and continue on this journey of 
transformation toward organizational excellence. 
 
 
Smart contracts are self-executing computer programs that 
automatically enforce the rules and terms of a contract. They use 
blockchain technology to create a decentralized and tamper-proof 
ledger of transactions, which can facilitate secure and transparent 
interactions between parties. In the context of SRM, smart contracts 
can be used to streamline and automate the management of 
supplier relationships, improve transparency and accountability, and 
reduce the risk of fraud and errors.



 
 
 

Chapter 5: Stakeholder Education for 
New Contracts 

 
Effective education and engagement on new contracts are crucial 
for stakeholders in SRM to ensure that they understand the terms 
and conditions of the contract, their roles and responsibilities, and 
the expectations for performance and delivery. This can help to 
minimize misunderstandings and conflicts, while also promoting 
collaboration and alignment between parties. 
 
Benefits of education and engagement on new contracts for 
stakeholders. 
 

Clear understanding of contractual obligations 
and requirements: 

Education and engagement on new contracts can help stakeholders 
to gain a clear understanding of their contractual obligations and 
requirements. This includes understanding the specific terms and 
conditions of the contract, the performance expectations, and the 
consequences of non-compliance.  
This can help to minimize misunderstandings and ensure that 
stakeholders are able to fulfil their obligations under the contract. 
 
Activities and techniques involved in achieving this benefit may 
include: 
 

1. Conducting pre-contract meetings to discuss expectations 
and requirements 

2. Developing comprehensive training programs and materials 
3. Establishing clear communication channels for ongoing 

engagement 
4. Encouraging feedback and input from stakeholders 

 



Real-world example: In 2012, Walmart launched its sustainability 
index program, which includes education and engagement on new 
contracts as a key component. The program provides training and 
resources to suppliers to help them understand Walmart's 
expectations for sustainable sourcing practices and comply with the 
company's environmental and social responsibility standards. 
 

Increased accountability and responsibility 
among stakeholders: 

Education and engagement on new contracts can also help to 
increase accountability and responsibility among stakeholders. By 
ensuring that stakeholders understand their obligations and the 
consequences of non-compliance, they are more likely to take their 
responsibilities seriously and work to fulfil their obligations under the 
contract. 
 
Activities and techniques involved in achieving this benefit may 
include: 
 

1. Establishing clear performance metrics and targets 
2. Providing regular updates on contract performance and 

compliance 
3. Encouraging open and honest communication between 

parties 
4. Holding stakeholders accountable for meeting their 

obligations under the contract 
 
Real-world example: Coca-Cola has a supplier sustainability 
program that includes education and engagement on new contracts 
as a key component. The program provides training and resources 
to suppliers to help them understand Coca-Cola's expectations for 
sustainable sourcing practices and comply with the company's 
environmental and social responsibility standards. Suppliers are 
also held accountable for meeting their obligations under the 
contract, and Coca-Cola provides regular updates on supplier 
performance and compliance. 
 



Alignment of expectations and goals between 
parties 

Education and engagement on new contracts can also help to align 
expectations and goals between parties. By ensuring that 
stakeholders have a clear understanding of the terms and 
conditions of the contract, as well as the expectations for 
performance and delivery, parties can work collaboratively to 
achieve shared goals and objectives. 
 
Activities and techniques involved in achieving this benefit may 
include: 
 

1. Establishing clear communication channels for ongoing 
engagement 

2. Holding pre-contract meetings to discuss expectations and 
requirements 

3. Developing shared goals and objectives 
4. Encouraging collaboration and partnership between parties 

 
Real-world example: Unilever's Sustainable Living Plan includes 
education and engagement on new contracts as a key component. 
The program provides training and resources to suppliers to help 
them understand Unilever's expectations for sustainable sourcing 
practices and comply with the company's environmental and social 
responsibility standards. Suppliers are also encouraged to 
collaborate with Unilever to achieve shared sustainability goals and 
objectives. 
 

Reduced risk of disputes and conflicts 

Education and engagement on new contracts can also help to 
reduce the risk of disputes and conflicts between parties. By 
ensuring that stakeholders have a clear understanding of the terms 
and conditions of the contract, as well as their obligations and 
responsibilities, parties can work collaboratively to prevent 
misunderstandings and conflicts. 
 
 



Activities and techniques involved in achieving this benefit may 
include: 
 

1. Establishing clear performance metrics and targets 
2. Providing regular updates on contract performance and 

compliance 
3. Encouraging open and honest communication between 

parties 
4. Developing shared goals and objectives 

 
Real-world example: The UK National Health Service (NHS) has 
implemented a supplier engagement program that includes 
education and engagement on new contracts as a key component. 
The program provides training and resources to suppliers to help 
them understand the NHS's expectations for performance and 
delivery and encourages open and honest communication between 
parties to prevent disputes. 
 

Strategies for effective education and 
engagement  

Developing comprehensive training programs and materials can 
help stakeholders to gain a clear understanding of the terms and 
conditions of the contract, their roles and responsibilities, and the 
expectations for performance and delivery. This can include: 
 

1. Developing training programs that are tailored to the needs 
of different stakeholder groups, such as procurement and 
sourcing teams, legal and compliance teams, supplier 
management teams, and business unit stakeholders. 

2. Creating user-friendly materials such as guides, manuals, 
and checklists that provide clear and concise information on 
the contract. 

3. Providing access to online training resources and tools that 
stakeholders can use to deepen their understanding of the 
contract. 

 



Real-world example: Coca-Cola's supplier sustainability program 
includes comprehensive training materials and resources that are 
tailored to the needs of different stakeholders, such as sustainability 
guides for suppliers, online training modules for employees, and 
sustainability reports for investors. 
 

Hold pre-contract meetings to discuss 
expectations and requirements 

Holding pre-contract meetings can help to align expectations and 
requirements between parties and ensure that stakeholders have a 
clear understanding of the terms and conditions of the contract. This 
can include: 
 

1. Holding meetings with key stakeholders to discuss the 
contract and expectations for performance and delivery. 

2. Identifying any potential issues or concerns and addressing 
them in advance. 

3. Establishing clear lines of communication between parties to 
ensure ongoing engagement and collaboration. 
 

 
Real-world example: Walmart's sustainability index program 
includes pre-contract meetings with suppliers to discuss 
sustainability expectations and requirements, and to provide training 
and resources to help suppliers comply with the company's 
environmental and social responsibility standards. 
 

Establish clear communication channels for 
ongoing engagement 

Establishing clear communication channels for ongoing 
engagement can help to ensure that stakeholders remain informed 
and engaged throughout the contract period. This can include: 
 

1. Establishing regular meetings and check-ins to review 
contract performance and compliance. 

2. Developing clear communication protocols and escalation 
procedures to address any issues or concerns that arise. 



3. Providing stakeholders with regular updates on contract 
performance and compliance. 

 
Real-world example: Unilever's Sustainable Living Plan includes a 
Supplier Code and Supplier Engagement Program that provide 
clear communication channels and escalation procedures for 
addressing issues related to sustainable sourcing practices. 
 

Encourage feedback and input from stakeholders 

Encouraging feedback and input from stakeholders can help to 
foster a collaborative and inclusive approach to contract 
management. This can include: 

1. Soliciting feedback from stakeholders on the contract and 
their experiences with the supplier. 

2. Using stakeholder feedback to identify opportunities for 
improvement and innovation. 

3. Encouraging stakeholders to provide input on contract 
performance metrics and targets. 

 
Real-world example: The UK National Health Service's supplier 
engagement program includes regular stakeholder engagement 
events and feedback mechanisms to ensure that stakeholders have 
a voice in the contract management process. 
 

Provide regular updates on contract performance 
and compliance 

Providing regular updates on contract performance and compliance 
can help stakeholders to stay informed and engaged throughout the 
contract period. This can include: 
 

1. Developing regular reporting mechanisms to provide 
stakeholders with updates on contract performance. 

2. Using performance data to identify areas for improvement 
and optimization. 

3. Encouraging stakeholders to provide input and feedback on 
contract performance and compliance. 



Real-world example: Apple's Supplier Responsibility program 
includes regular reporting on supplier compliance with the 
company's social responsibility standards, as well as regular 
stakeholder engagement events to gather input and feedback on 
supplier performance.  
 
In summary, by implementing these strategies for education and 
engagement on new contracts, organizations can promote 
understanding, accountability, and alignment among stakeholders in 
SRM. 
 

Key Stakeholders in Contract Engagement 

Procurement and sourcing teams: 
 
Procurement and sourcing teams are responsible for managing the 
procurement process and ensuring that contracts are in place with 
suppliers. They are often the primary point of contact between the 
buyer and supplier during the contracting process, and therefore 
play a critical role in ensuring that stakeholders understand the 
terms and conditions of the contract. 
 
Legal and compliance teams: 
 
Legal and compliance teams play a critical role in ensuring that 
contracts are legally valid and enforceable. They are responsible for 
reviewing and approving contracts and ensuring that they comply 
with relevant laws and regulations. 
 
Supplier management teams: 
 
Supplier management teams are responsible for managing the 
relationship with suppliers and ensuring that they meet the 
performance expectations set out in the contract. They are often the 
primary point of contact between the buyer and supplier during the 
contract period. 
 
 
 
 
 



Business unit stakeholders: 
 
Business unit stakeholders are the internal customers of the 
procurement process and are responsible for managing the goods 
and services provided by the supplier. They play a critical role in 
ensuring that the supplier meets the performance expectations set 
out in the contract. 
 
In conclusion, education, and engagement on new contracts for 
stakeholders in SRM is crucial for ensuring that parties have a clear 
understanding of their contractual obligations and requirements, 
and promoting accountability, alignment, and effective contract 
management.  
 
By involving stakeholders early in the contract process, providing 
relevant and practical training, and focusing on ongoing 
engagement and communication, organizations can overcome 
challenges and achieve successful SRM.  
 
Therefore, organizations should prioritize education and 
engagement on new contracts as part of their SRM strategy and 
commit to fostering a collaborative and inclusive approach to 
contract management. By doing so, they can promote 
understanding, accountability, and alignment among parties, and 
achieve successful outcomes for their SRM contracts. 
 

Conclusion: Unlocking the Potential of 
Form and Smart Contracts 
 
As we conclude our journey through the world of "Form and Smart 
Contracts," it's evident that we stand at the intersection of tradition 
and innovation, where contracts cease to be static documents and 
become dynamic tools for success. In this chapter, we've delved 
into the transformative power of Form and Smart Contracts, 
witnessing how they streamline processes, enhance efficiency, and 
redefine contract management. 
 



Form Contracts, with their standardized templates, simplify contract 
creation and ensure consistency. They are the key to minimizing 
errors, saving time, and establishing a uniform approach to contract 
drafting. Our exploration of Form Contracts has equipped us with 
the tools to streamline the creation of contracts, ensuring that each 
agreement aligns seamlessly with our organizational objectives. 
 
Our journey didn't stop there. We ventured into the realm of Smart 
Contracts, where technology meets contracts to automate actions, 
enforce compliance, and reduce the need for intermediaries. Smart 
Contracts offer a glimpse into the future of contract execution, 
promising efficiency, accuracy, and trust. 
 
Through these innovations, we've witnessed the potential to reduce 
contract execution times, minimize disputes, and enhance supplier 
relationships. Our exploration has illuminated the path toward digital 
transformation in contract management. 
 
As we take stock of our journey, let's remember that contracts are 
not mere documents but strategic instruments that can propel 
organizations toward their goals. The questions we've addressed 
are not hypothetical; they are the catalysts for change. The 
outcomes we seek are not abstract; they are the tangible 
contributions to organizational excellence. 
 
In the chapters that follow, we will continue to unravel the 
complexities of contract management, exploring topics such as 
contract mobilization, segmentation, and effective exit strategies. 
Armed with the insights and practices from this chapter, you are 
well-prepared to embrace the evolving landscape of contract 
management. 
 
So, as we move forward, let's harness the transformative power of 
Form and Smart Contracts. Let's ensure that our contracts not only 
reflect our organization's vision but also drive us toward its 
realization. The future of contract management is dynamic, and with 
the knowledge gained here, you are poised to navigate it with 
confidence and excellence.  



 
 
 
 

Chapter 6: Dealing with Poor 
Performance  

 

Introduction: Navigating Excellence with 
SLAs and Overcoming Supplier Challenges 
 
Welcome to this chapter of "How to Manage Contracts." In this 
pivotal chapter, we delve into the vital aspects of "SLAs and Dealing 
with Poor Performing Suppliers." Supplier Relationship 
Management (SRM) is not just about signing contracts and hoping 
for the best; it's about proactively managing those relationships to 
ensure they contribute significantly to your organization's objectives 
and goals. 
 
Service Level Agreements (SLAs) are the compass that guides 
supplier performance and ensures alignment with your 
expectations. They are the instrument through which you define, 
measure, and monitor supplier commitments. However, SLAs are 
only as effective as your ability to manage them. 
 
In this chapter, we embark on a journey to understand the nuances 
of SLAs. We will explore how to design SLAs that are not just 
compliance-focused but outcome-driven. These outcome-based 
SLAs are the key to unlocking substantial contributions from your 
suppliers, ensuring they become partners in your success. 
 
But what happens when suppliers fall short of expectations? This 
chapter also addresses the challenging issue of dealing with poor-
performing suppliers. When deviations occur, you'll learn strategies 
to identify, address, and rectify these challenges swiftly. 
 
As we delve into SLAs and the complexities of managing 
underperforming suppliers, remember that this is not just about 
enforcing contracts. It's about forging relationships built on 
accountability, collaboration, and continuous improvement. 
 



So, join us in this chapter as we explore the world of SLAs and the 
art of overcoming supplier challenges. Discover how these tools, 
when wielded effectively, can transform your supplier relationships 
into dynamic partnerships that drive organizational excellence. 
 
Outcome-Based Questions for Effective SLAs and Dealing with 
Poor Performing Suppliers: 
 
Question 1: Are our SLAs designed to drive supplier performance 
and align with our organization's strategic objectives? 
Task: Review and revise existing SLAs to ensure they are outcome-
driven and closely aligned with organizational goals. 
Outcome Success Indicator: Achieve a 95% alignment rate between 
SLAs and strategic objectives, as measured by top management 
and key stakeholders within 6 months. 
 
Question 2: Do we have a robust monitoring system in place to 
measure supplier performance against SLAs in real-time? 
Task: Implement a real-time performance monitoring system with 
automated alerts for SLA deviations. 
Outcome Success Indicator: Achieve a 20% reduction in SLA 
deviation response time and a 15% improvement in supplier 
performance, as validated by top management within 9 months. 
 
Question 3: Are our SLAs outcome-focused, with a clear emphasis 
on the value delivered by suppliers rather than just compliance with 
terms? 
Task: Redesign SLAs to prioritize outcome-based metrics that 
measure the value contributed by suppliers. 
Outcome Success Indicator: Realize a 25% increase in supplier 
value contribution as assessed by top management and key 
stakeholders within 12 months. 
 
Question 4: How can we effectively deal with poor-performing 
suppliers and bring them back on track? 
Task: Establish a structured approach for identifying, addressing, 
and rectifying issues with underperforming suppliers. 
Outcome Success Indicator: Successfully resolve performance 
issues with 80% of identified underperforming suppliers within 6 
months. 
 



Question 5: Do we have a strategy for supplier performance 
improvement that involves collaboration and mutual growth? 
Task: Develop and implement a collaborative performance 
improvement plan with underperforming suppliers. 
Outcome Success Indicator: Achieve a 60% improvement in 
supplier performance among those underperforming, as measured 
by top management within 9 months. 
 
Question 6: How can we ensure that our supplier relationships 
remain resilient and adaptable, even in the face of performance 
challenges? 
Task: Establish a contingency plan to maintain supplier 
relationships while addressing performance issues. 
Outcome Success Indicator: Maintain strong supplier relationships 
with at least 90% of underperforming suppliers while addressing 
performance issues, as assessed by top management within 12 
months. 
 
These outcome-based questions serve as your roadmap for 
effective SLAs and managing poor-performing suppliers. Each 
question is tied to specific actions and success indicators that 
ensure your supplier relationships are not just compliant but actively 
contributing to your organizational excellence. 
 
Supplier relationship management (SRM) involves developing and 
maintaining positive relationships with suppliers to achieve business 
objectives. However, sometimes suppliers may not perform as 
expected, which can lead to negative impacts on business 
operations and outcomes. In such cases, it is important to address 
poor performance effectively to minimize risks and ensure business 
continuity.  
 
Managing poor performing suppliers using Service Level 
Agreements (SLAs) is a crucial aspect of supplier management. 
SLAs are contractual agreements that outline the level of service 
expected from the supplier and the consequences of failing to meet 
those standards.  
 
In the context of managing poor performing suppliers, SLAs can be 
used as a tool to ensure that suppliers meet their obligations and 
provide the required level of service. 
 



The importance of managing poor performing suppliers cannot be 
overstated. Poor performance can have significant negative impacts 
on a business, including increased costs, lost revenue, damaged 
reputation, and even legal liability. It is therefore crucial to identify 
poor performing suppliers and take corrective action to improve their 
performance. 
 
SLAs can help in this regard by setting clear performance standards 
and defining the consequences of failing to meet those standards. 
This allows businesses to hold suppliers accountable for their 
performance and take appropriate action if necessary, such as 
imposing penalties or terminating the contract.  
 
By managing poor performing suppliers using SLAs, businesses 
can ensure that their suppliers provide the required level of service 
and avoid the negative consequences of poor performance. 
 

Practical Steps to Deal with Poor Performance  

Identify the issue: The first step is to identify the specific issue(s) 
causing poor performance. This can be done by analysing 
performance data, reviewing supplier reports, and conducting 
audits.  
It is important to communicate clearly and objectively with the 
supplier to identify the root causes of the poor performance and to 
determine the extent of the problem.  
 
Communicate with the supplier: Once the issue has been 
identified, it is important to communicate with the supplier to 
understand their perspective and to discuss potential solutions. This 
communication should be conducted in a professional and 
respectful manner, focusing on the issue(s) and how to address 
them.  
 
For example, in 2017, Wal-Mart ended its partnership with One 
Network Enterprises (ONE), a software and services provider. ONE 
did not meet Wal-Mart's expectations, leading to delays in their 
supply chain, which resulted in a loss of revenue for Wal-Mart. 
Instead of ending the partnership abruptly, Wal-Mart communicated 
the performance issues with ONE, provided support and guidance, 
but ONE still failed to improve, leading to the end of their contract. 



Develop an action plan: Based on the identified issues and 
discussions with the supplier, develop an action plan that outlines 
specific steps to improve performance. The plan should be realistic 
and achievable, with clear timelines and responsibilities. It should 
also include metrics to measure progress and outcomes. 
 
Monitor progress: Regular monitoring is critical to ensure that the 
supplier is meeting the agreed-upon performance targets. This can 
be done through regular performance reviews, audits, and site 
visits. It is important to track progress against the agreed-upon 
metrics and to communicate any concerns or issues to the supplier. 
 
For example, in 2020, Apple faced issues with a supplier that was 
unable to meet their sustainability targets. Apple monitored the 
supplier's progress and provided regular feedback on their 
performance, including areas that needed improvement. This 
helped the supplier to make the necessary changes to meet the 
expected sustainability targets. 
Take corrective action: If the supplier is not meeting the agreed-
upon performance targets, it may be necessary to take corrective 
action. This can include imposing penalties, terminating the 
contract, or seeking legal recourse. However, these steps should be 
taken as a last resort and only after all other options have been 
exhausted. 
 
Example: A large manufacturing organization was experiencing 
poor performance from a key supplier, resulting in lost revenue and 
increased costs. An improvement plan was developed that included 
revising processes, training staff, and setting performance targets 
for cost savings.  
 
The change process was managed by providing staff training, 
communicating the changes to internal stakeholders, and 
implementing new technology. Progress was monitored through 
regular performance reviews, and adjustments were made to the 
plan to ensure that performance targets were met. As a result, the 
supplier was able to improve their performance, and the 
organization saw increased revenue. 
 
 
 
 



Escalation Clauses 

Escalation is an important step in managing poor performing 
suppliers using Service Level Agreements (SLAs). Escalation 
involves notifying senior management when performance falls 
below acceptable levels. 
 Escalation in conflict resolution within SRM refers to the process of 
resolving conflicts between a company and its suppliers by 
escalating the issue to higher levels of management or authority 
within both organizations.  
 
Escalation is a crucial step in conflict resolution, as it enables the 
parties involved to address the issue and find a solution before it 
becomes more severe and impacts the business relationship. 
 
Below are some steps involved in escalation in conflict resolution 
within SRM: 
 
Informal Discussion: The first step in resolving conflicts is to have 
an informal discussion with the supplier to try to resolve the issue. 
The discussion should focus on understanding the supplier's 
perspective and finding common ground to resolve the conflict. If 
the issue is minor, it can be resolved at this level, and no further 
escalation is needed. 
 
Escalation to the Next Level: If the issue cannot be resolved 
through an informal discussion, the next step is to escalate the 
issue to the next level of management within the company and the 
supplier organization. This involves involving senior management or 
executives in both organizations to resolve the conflict. 
 
Mediation: If the issue cannot be resolved at the senior 
management level, the parties can seek mediation to resolve the 
conflict. Mediation involves bringing in a neutral third party to 
facilitate discussions and help the parties find a solution. Mediation 
is particularly useful when the parties want to maintain a positive 
relationship and avoid legal action. 
 



Legal Action: If all other avenues have been exhausted, legal 
action may be the only option for resolving the conflict. Legal action 
can involve arbitration, litigation, or other legal proceedings. Legal 
action should only be considered as a last resort, as it can be 
costly, time-consuming, and damaging to the business relationship. 
 
Below are some examples of how escalation in conflict resolution 
within SRM has been used in practice: 
 
Apple and Samsung: In 2011, Apple and Samsung became 
embroiled in a legal dispute over intellectual property rights. The 
conflict escalated to the point where both companies were suing 
each other in multiple jurisdictions around the world. However, 
before the conflict reached the point of no return, both companies 
attempted to resolve the issue through mediation. 
 
Walmart and P&G: In 2014, Walmart and P&G were during a 
conflict over pricing and inventory management. The conflict was 
escalating, and both companies were facing the risk of losing 
significant business. However, before the conflict reached a critical 
point, senior executives from both companies met to discuss the 
issue and find a resolution. 
 
In conclusion, escalation in conflict resolution within SRM is a 
critical process for resolving conflicts between companies and their 
suppliers. By escalating the issue to higher levels of management 
or authority within both organizations, the parties can find a solution 
and maintain a positive business relationship.  
It is essential that escalations are not triggered whimsically to 
threaten, harass, and blackmail suppliers at an organisational level 
as well as their managers and staff. Escalations are governed by 
the codified protocols and mechanisms in the supply agreements 
and SLAs and focus on finding a solution that benefits both parties. 
 

Gap Analysis Techniques Useful in SLAs 
 
Gap analysis is a useful technique for identifying differences 
between the desired state and the current state in an SLA or 
contract. Here are five gap analysis techniques that can be useful in 
SLA and contract review: 



SWOT Analysis: 

SWOT analysis is a tool used to identify the strengths, weaknesses, 
opportunities, and threats associated with an SLA or contract. The 
analysis can help identify gaps between the current state of the SLA 
or contract and the desired state, as well as opportunities for 
improvement. The following are the steps involved in conducting a 
SWOT analysis: 
 
Step 1: Identify strengths and weaknesses of the SLA or contract. 
Step 2: Identify opportunities and threats associated with the SLA  
Step 3: Identify gaps between the current state and the desired 
state. 
Step 4: Develop a plan to address the gaps and leverage 
opportunities. 
 
For example, a firm may conduct a SWOT analysis of their existing 
IT service level agreement. They may identify strengths such as 
reliable service delivery, weaknesses such as slow response times, 
opportunities such as the implementation of new technology, and 
threats such as increased competition. Based on the SWOT 
analysis, the firm can develop a plan to improve the SLA and 
address the identified gaps. 

Benchmarking: 

Benchmarking is a process of comparing an SLA or contract against 
industry standards or best practices. The analysis can help identify 
gaps between the current state and best practices, as well as 
opportunities for improvement. The following are the steps involved 
in conducting benchmarking: 
Step 1: Identify industry standards and best practices. 
Step 2: Compare the SLA against industry standards and best 
practices. 
Step 3: Identify gaps between the current state and best practices. 
Step 4: Develop a plan to address the gaps and leverage 
opportunities. 
 



For example, a firm may benchmark their existing procurement 
contract against industry best practices. They may identify gaps in 
contract terms, pricing, or service levels compared to industry 
standards. Based on the benchmarking analysis, the firm can 
develop a plan to improve the contract and address the identified 
gaps. 

Root Cause Analysis: 

Root cause analysis is a technique used to identify the underlying 
causes of issues or problems in an SLA or contract. The analysis 
can help identify gaps in the SLA or contract that may be causing 
issues or problems.  
The following are the steps involved in conducting a root cause 
analysis: 
 
Step 1: Identify the issue or problem. 
Step 2: Investigate to identify the underlying causes  
Step 3: Analyze the underlying causes to identify gaps in the SLA 
Step 4: Develop a plan to address the gaps and improve the SLA  
 
For example, a firm may conduct a root cause analysis to identify 
the cause of delays in IT service delivery. They may find that the 
cause of delays is a lack of clear service level agreements with the 
IT service provider. Based on the root cause analysis, the firm can 
develop a plan to improve the SLA and address the identified gap. 

Gap Analysis Matrix: 

A gap analysis matrix is a tool used to visually represent the gaps 
between the current state and the desired state in an SLA or 
contract. The analysis can help identify gaps in the SLA or contract 
and prioritize areas for improvement. The following are the steps 
involved in creating a gap analysis matrix: 
 
Step 1: Identify the current state and desired state of the SLA or 
contract. 
Step 2: Create a matrix to compare the current state and desired 
state. 
Step 3: Identify the gaps between the current state and desired 
state. 



Step 4: Prioritize areas for improvement based on the impact of the 
gap. 
 
For example, a firm may create a gap analysis matrix to compare 
the current state and desired state of their procurement contract. 
The current state may include long lead times for product delivery 
and high pricing, while the desired state may include shorter lead 
times and more competitive pricing. The gap analysis matrix can 
help the firm prioritize areas for improvement based on the impact 
of the gap. 

Performance Analysis: 

Performance analysis is a tool used to evaluate the performance of 
an SLA or contract. The analysis can help identify gaps between the 
current state and the desired state, as well as opportunities for 
improvement. The following are the steps involved in conducting a 
performance analysis: 
 
Step 1: Review the performance data for the SLA or contract. 
Step 2: Analyze the performance data to identify gaps between the 
current state and the desired state. 
Step 3: Develop a plan to address the gaps and improve the SLA or 
contract. 
 
For example, a firm may conduct a performance analysis of their IT 
service level agreement. They may review performance data such 
as response times, uptime, and customer satisfaction. The analysis 
may identify gaps between the current state and the desired state, 
such as slow response times or low customer satisfaction. Based on 
the performance analysis, the firm can develop a plan to improve 
the SLA and address the identified gaps. 
 
In summary, these five gap analysis techniques can be useful in 
identifying gaps in SLAs and contracts and developing plans for 
improvement. By utilizing these techniques, organizations can 
ensure that their SLAs and contracts are aligned with their needs 
and requirements, and that supplier performance is optimized. 
 
 
 



Why Many Fail to Use SLAs Effectively 
 
Reasons why firms may find it difficult to manage poor-performing 
suppliers effectively, and actionable steps to resolve them, along 
with hypothetical examples, are as follows: 

Reason: Lack of Clarity 

Solution: Review and clarify the SLA to ensure that performance 
expectations and responsibilities are clear and specific. 
 
Example: A firm has an SLA with a supplier for the delivery of 
goods. The SLA states that delivery should be made within five 
days of the order being placed. However, it does not specify the 
consequences if the supplier fails to meet this target. As a result, 
the supplier delivers the goods seven days after the order is placed, 
but the firm is unsure how to respond. Actionable step: The firm 
reviews and updates the SLA to specify the consequences of late 
delivery, such as penalties or termination of the contract. 

Reason: Inadequate Monitoring 

Solution: Improve the monitoring of supplier performance by setting 
up regular reviews and implementing a system for tracking and 
reporting on performance metrics. 
 
Example: A firm has an SLA with a supplier for IT support services. 
However, the firm does not have a system in place for tracking and 
reporting on performance metrics.  
As a result, the firm is unaware that the supplier is consistently 
failing to meet performance targets. Actionable step: The firm 
implements a system for tracking and reporting on performance 
metrics, such as response time, resolution time, and customer 
satisfaction. 

Reason: Poor Communication 

Solution: Improve communication with the supplier by establishing 
regular check-ins, setting up a communication protocol, and 
creating channels for feedback and input. 
 



Example: A firm has an SLA with a supplier for the provision of raw 
materials. However, there is poor communication between the firm 
and the supplier, which leads to misunderstandings over delivery 
dates and quantities. Actionable step: The firm establishes regular 
check-ins with the supplier to ensure that there is alignment on 
delivery dates and quantities. The firm also sets up a 
communication protocol to ensure that all communication is clear 
and documented. 
 

Reason: Resistance to Change 
 
Solution: Address resistance to change by engaging with the 
supplier to understand their concerns and working collaboratively to 
identify solutions. 
 
Example: A firm has an SLA with a supplier for the provision of 
marketing services. However, the supplier is resistant to making 
changes to their processes to improve performance.  
Actionable step: The firm engages with the supplier to understand 
their concerns and works collaboratively with them to identify 
solutions. The firm may also consider offering incentives to the 
supplier for meeting or exceeding performance targets. 
 

Types of SLAs in SRM 

In SRM, there are generally three types of Service Level 
Agreements (SLAs): 
 

Operational Level Agreements (OLAs): These are SLAs 
between internal stakeholders within the organization. OLAs are 
used to define the responsibilities of each internal stakeholder and 
ensure that the required services are provided to the supplier in a 
timely and efficient manner. 

 
Service Level Agreements (SLAs): These are agreements 
between the organization and the supplier. SLAs define the level of 
service that the supplier is expected to provide, including 
performance metrics and the consequences of failing to meet these 
metrics. 

 



Underpinning Contracts (UCs): These are agreements 
between the organization and third-party service providers that 
support the supplier's delivery of services. UCs ensure that the 
supplier has the necessary support services to meet the SLA 
requirements. 
 
It's important for SRM managers to understand the different types of 
SLAs to effectively manage supplier relationships and ensure that 
service levels are met.  
Each type of SLA has its own specific purpose and requirements, 
and managers should work closely with internal stakeholders and 
suppliers to develop and implement effective SLAs that meet the 
needs of all parties involved. 

Trends for SLAs 

Outcome-based SLAs: These SLAs focus on the desired 
outcome of the service or solution provided rather than specific 
performance metrics. For example, an outcome-based SLA for a 
software solution may measure the ability of the solution to improve 
business processes or drive revenue growth. 

 
Dynamic SLAs: These SLAs allow for adjustments to be made in 
real-time based on changes in demand or other factors. For 
example, a dynamic SLA for an IT service may adjust the level of 
support provided based on the volume of support tickets received. 

 
Continuous Improvement: SLAs are being used as a tool for 
continuous improvement, with regular reviews and adjustments 
made to ensure that the service or solution is meeting the needs of 
the organization. 

 
Collaboration and Co-Creation: Suppliers and customers are 
working together to co-create SLAs that meet the needs of both 
parties. This approach involves a more collaborative relationship 
between the supplier and customer, with a focus on mutual benefit. 

 



Multi-Level SLAs: These SLAs are used to provide a more 
granular view of performance, with different SLAs established for 
different levels of service. For example, a multi-level SLA for an IT 
service may include SLAs for network uptime, server uptime, and 
application uptime. 
 
Overall, the latest trends for SLAs in IT and Business Solutions 
commodities reflect a growing emphasis on collaboration, flexibility, 
and continuous improvement.  
 
By working closely with suppliers and internal stakeholders to 
develop effective SLAs, organizations can ensure that their IT and 
Business Solutions commodities are meeting their needs and 
driving business value. 
 
 

SLA Levers 
 
There are several levers that SRM managers can use to unlock 
value in SLAs. These include: 

 
Performance Metrics: The SRM manager can set clear 
performance metrics that align with the organization's goals and 
objectives. These metrics should be specific, measurable, 
achievable, relevant, and time-bound (SMART). By setting and 
monitoring these metrics, the SRM manager can identify areas 
where the supplier is underperforming and work with them to 
improve performance. 

 
Incentives: Incentives can be used to encourage suppliers to 
meet or exceed performance metrics. For example, the SRM 
manager can offer financial incentives or preferential treatment to 
suppliers who consistently meet or exceed their SLAs. This can help 
create a culture of continuous improvement and encourage 
suppliers to go above and beyond to deliver value to the 
organization. 
 



Penalties: Penalties can be used to incentivize suppliers to meet 
their SLAs. For example, the SRM manager can withhold payment 
or impose financial penalties for suppliers who fail to meet agreed-
upon performance metrics. However, it's important to ensure that 
these penalties are fair and reasonable, and do not discourage 
suppliers from working with the organization. 

 
Continuous Improvement: The SRM manager can work with 
suppliers to identify areas for improvement and implement 
corrective actions. This can include regular performance reviews, 
joint process improvement initiatives, and other collaborative efforts 
to improve the efficiency and effectiveness of the supplier's 
operations. 

 
Innovation: The SRM manager can work with suppliers to identify 
and implement innovative solutions that can drive value for the 
organization. This can include new products, services, or processes 
that can improve performance, reduce costs, or increase revenue. 
 
 

Assessing Current SLAs For Efficacy  

Assessing and analysing current SLAs is an important part of SRM, 
as it allows organizations to evaluate the effectiveness of their 
supplier relationships and identify areas for improvement. Here are 
some techniques and methods for assessing and analysing SLAs: 
 
Review the SLA: The first step in assessing an SLA is to review it 
thoroughly. This includes examining the specific performance 
metrics, targets, and remedies outlined in the agreement. The SRM 
manager should also review any historical data on the supplier's 
performance and compare it to the targets outlined in the SLA. 
 
Collect and Analyse Data: The SRM manager should collect and 
analyse data on the supplier's performance against the SLA targets. 
This data can be collected through various means such as supplier 
surveys, audits, and performance reports. The SRM manager 
should analyse this data to identify trends, patterns, and areas for 
improvement. 
 



Identify Performance Gaps: Once the data has been analysed, 
the SRM manager should identify any gaps between the supplier's 
performance and the SLA targets. This may include areas where 
the supplier is underperforming or failing to meet the agreed-upon 
targets. The SRM manager should also identify any areas where 
the SLA may be too restrictive or not aligned with the organization's 
goals. 
 
Root Cause Analysis: To address performance gaps, the SRM 
manager should conduct a root cause analysis to identify the 
underlying causes of the issues. This may include factors such as 
inadequate resources, lack of training, or outdated processes. The 
SRM manager should work with the supplier to develop a plan to 
address these issues. 
 
Develop an Action Plan: Based on the root cause analysis, the 
SRM manager should develop an action plan to address 
performance gaps and improve the efficacy of the SLA. This may 
include changes to the SLA targets or remedies, additional training 
or resources for the supplier, or other process improvements. 
 
Monitor Progress: The SRM manager should continuously monitor 
progress against the action plan and adjust as necessary.  
This may include additional data collection and analysis to track 
progress and identify any further areas for improvement. 
 
In summary, assessing and analysing SLAs requires a thorough 
review of the agreement, data collection and analysis, identifying 
performance gaps, conducting a root cause analysis, developing an 
action plan, and continuous monitoring of progress. The key 
indicators and parameters for assessment may include quality, 
timeliness, cost, compliance, and relationship. By utilizing these 
techniques and methods, SRM managers can improve the efficacy 
of SLAs and drive value for their organizations. 
 
 
 
 
 



Conclusion: Navigating Excellence through 
SLAs and Supplier Performance 
Management 
 
As we draw the curtains on this chapter, our exploration of "SLAs 
and Dealing with Poor Performing Suppliers" has taken us through 
the heart of Supplier Relationship Management (SRM). In this 
chapter, we've ventured into the intricate world of Service Level 
Agreements (SLAs) and uncovered the strategies to address the 
challenges posed by underperforming suppliers. 
 
SLAs are the linchpin that ensures supplier performance aligns with 
your organization's strategic objectives. In this chapter, we've 
witnessed the transformational power of outcome-based SLAs, 
where compliance is just the starting point, and value delivery is the 
destination. 
 
But what happens when suppliers fall short of expectations? We've 
explored the complexities of managing underperforming suppliers, 
understanding that performance issues are not roadblocks but 
opportunities for improvement. 
 
The outcome-based questions we've explored are not theoretical; 
they are the action items that bridge theory and practice. These 
questions are your compass for achieving excellence in SLAs and 
supplier performance management. Each task is designed to drive 
outcomes that contribute significantly to your organization's 
objectives and goals. 
 
As we move forward in our journey through "How to Manage 
Contracts," let's remember that effective SRM is not just about 
enforcing contracts; it's about forging dynamic partnerships built on 
trust, accountability, and continuous improvement. SLAs and 
supplier performance management are not just tools; they are 
strategic assets that can propel your organization toward 
excellence. 
 
In the chapters that follow, we will continue our exploration of 
contract management, covering topics such as contract 
mobilization, segmentation, and exit strategies.  



Armed with the insights and practices from this chapter, you are 
well-prepared to navigate the complexities of SRM in the digital age. 
 
So, embrace the challenges, seize the opportunities, and continue 
on this journey of excellence in supplier relationships. The future of 
SRM is dynamic, and with the knowledge gained here, you are 
poised to navigate it with confidence and success.  



 
 
 
 
 

Chapter 7: Exiting Relationships 

 

Introduction: Mastering the Art of Exiting 
Relationships and Seamless Transitions 
 
In the intricate world of Supplier Relationship Management (SRM), 
contracts don't just have beginnings; they also have endings. 
Welcome to this chapter of "How to Manage Contracts," where we 
explore the art of "Exiting Relationships and Managing Transitions." 
In this chapter, we unravel the complexities of concluding contracts 
and seamlessly transitioning from one supplier to another. 
 
Exiting relationships, whether due to contract completion, changes 
in business needs, or performance issues, is an essential aspect of 
SRM. How you conclude contracts can significantly impact your 
organization's continuity, cost-efficiency, and reputation.  
 
The outcomes we seek in this chapter go beyond mere termination. 
We aim to exit contracts with precision and grace, ensuring minimal 
disruption to operations, safeguarding knowledge transfer, and 
complying with legal and ethical standards. But our journey doesn't 
stop there; it extends to the effective onboarding of new suppliers, 
ensuring a seamless transition. 
 
In this chapter, we will address key tasks that pave the way for 
successful contract exits and transitions. We will explore exit 
strategies that minimize disruptions, knowledge transfer 
mechanisms that preserve critical insights, and ethical exit 
frameworks that uphold legal and regulatory requirements. 
 
As we navigate this chapter, remember that exiting relationships is 
not the end; it's a new beginning. The outcomes we achieve here 
lay the foundation for future successes in Supplier Relationship 
Management. Lessons learned from contract exits become the 
building blocks of future contracting and SRM practices. 



 
Join us in this chapter as we master the art of exiting relationships 
and managing transitions. Discover how these critical tasks, when 
executed effectively, contribute to the continuous improvement and 
excellence of your organization's SRM practices. 
 
Outcome-Based Questions for Effective Exiting Relationships and 
Managing Transitions: 
 
Question 1: Do we have a clear exit strategy in place for contracts 
reaching their end, ensuring minimal disruption to operations and 
continuity of services? 
Task: Develop comprehensive exit strategies for contracts nearing 
their conclusion. 
Outcome Success Indicator: Successfully execute exit strategies for 
100% of contracts reaching their end within specified timelines, 
minimizing disruptions and ensuring seamless transitions. 
 
Question 2: How can we effectively transfer knowledge and assets 
from outgoing suppliers to incoming ones during contract 
transitions? 
Task: Establish a knowledge transfer process and asset handover 
plan for smooth transitions. 
Outcome Success Indicator: Achieve a 90% satisfaction rate among 
incoming suppliers regarding the knowledge transfer and asset 
handover process, as assessed by top management within 3 
months of transition. 
 
Question 3: Are our exit clauses in contracts well-defined, allowing 
for a clear and structured termination process when necessary? 
Task: Review and refine exit clauses in existing contracts to ensure 
clarity and structured termination procedures. 
Outcome Success Indicator: Execute contract terminations in 
accordance with defined exit clauses for 100% of contracts 
requiring termination, minimizing legal disputes and penalties. 
 
Question 4: How can we ensure that contract exits are conducted 
ethically and in adherence to legal and regulatory requirements? 
Task: Develop an ethical exit framework that ensures compliance 
with legal and regulatory obligations during contract terminations. 
    



Outcome Success Indicator: Achieve 100% compliance with legal 
and regulatory requirements during contract exits, as validated by 
legal counsel and regulatory bodies. 
 
Question 5: What mechanisms can we put in place to assess the 
overall performance and satisfaction levels of suppliers as contracts 
conclude? 
Task: Implement supplier performance assessments and 
satisfaction surveys at the conclusion of contracts. 
Outcome Success Indicator: Gather feedback from at least 90% of 
outgoing suppliers through performance assessments and 
satisfaction surveys, providing insights for continuous improvement. 
 
Question 6: How can we ensure that lessons learned from contract 
exits are incorporated into future contracting and SRM practices? 
 
Task: Establish a lessons learned repository and a process for 
integrating insights from contract exits into future SRM practices. 
Outcome Success Indicator: Incorporate at least 80% of lessons 
learned from contract exits into the development of future SRM 
strategies and practices, as confirmed by top management. 
 
These outcome-based questions serve as your guide for effective 
contract exits and managing smooth transitions. Each question links 
tasks to specific success indicators, ensuring that your exit 
strategies not only terminate contracts but also pave the way for 
future success and improvement in your Supplier Relationship 
Management (SRM) practices. 
 
 
In the context of Supplier Relationship Management (SRM), 
termination refers to the process of ending a contractual relationship 
with a supplier. There are various reasons for termination, and it is 
essential to manage the process carefully to minimize risks and 
ensure continuity of supply. Below are the reasons for termination 
and the process of termination in detail, along with examples to 
support each explanation or point: 
 
 
 
 



Reasons for Contract Termination: 

Completion of Project or Service: A contract may come to an end 
naturally after a project or service is completed, and there is no 
longer a need to continue working with a supplier. For example, 
Google terminated its contract with Huawei after the US government 
banned the Chinese company from using Google's Android 
operating system. 
 
Expiration of Contract Term: A contract may have a fixed term, 
and once it expires, the parties may choose not to renew it. For 
example, Apple's contract with Imagination Technologies ended 
when Apple decided to develop its own graphics processing unit for 
its devices. 
 
Better Offers from Other Suppliers: A buyer may terminate a 
contract if another supplier can provide the same or better-quality 
goods or services at a more competitive price. For example, 
Walmart switched from using cardboard boxes to reusable plastic 
containers for transporting produce, resulting in significant cost 
savings and a more environmentally friendly option. 
 
Supply Base Optimization: A company may choose to optimize its 
supply base and reduce the number of suppliers it works with. For 
example, Procter & Gamble reduced its supplier base by over 50% 
and saved $1 billion in costs. 
 
Poor Performance: A contract may be terminated due to poor 
performance by the supplier. For example, Samsung terminated its 
contract with a supplier that was found to be using child labour. 
 
Ethical and Legal Issues: A company may terminate a contract if a 
supplier is involved in unethical or illegal activities that could 
damage the company's reputation. For example, Nike terminated its 
contract with Livestrong after its founder, Lance Armstrong, was 
found to have used performance-enhancing drugs. 
 
Supplier Insolvency: A contract may be terminated if the supplier 
becomes insolvent or bankrupt. For example, Toys "R" Us 
terminated its contract with a supplier after it filed for bankruptcy. 
 



Merger or Acquisition: A contract may be terminated if a supplier 
merges with or is acquired by another company. For example, 
Amazon terminated its contract with Diapers.com after it was 
acquired by Quidsi, a subsidiary of Amazon's rival, Walmart. 
 
End of Profitable Relationship: A supplier may terminate the 
relationship if it is no longer profitable. For example, Microsoft 
terminated its contract with Nokia after the latter failed to gain a 
significant market share in the smartphone industry. 
 
Contract Frustration: A contract may be terminated if an 
unforeseeable event occurs that makes it impossible to fulfill the 
contract. For example, Covid-19 pandemic led to numerous contract 
terminations due to travel restrictions and supply chain disruptions. 

Process of Contract Termination 

Identifying Performance Issues and Contract Management: 
Before terminating a contract, the parties must identify performance 
issues and try to resolve them through contract management. For 
example, Walmart conducts regular supplier audits and 
performance reviews to identify and address issues. 
 
Obtain Business Approval to Terminate: The parties must obtain 
business approval to terminate the contract. This may involve 
consulting with various stakeholders, such as legal, finance, and 
procurement.  
For instance, Apple's contract termination with Imagination 
Technologies required approval from the board of directors. 
 
Develop an Exit Strategy: After obtaining approval, the parties 
must develop an exit strategy. This may involve identifying 
alternative suppliers, preparing for the transfer of services or goods, 
and notifying customers or other stakeholders. For example, when 
Walmart decided to switch from cardboard to reusable plastic 
containers, it had to find a new supplier, test the new containers, 
and communicate with its stakeholders. 
 



Review the Market and Qualify New Suppliers: The parties must 
review the market and qualify new suppliers to ensure that they can 
provide the required goods or services at the required quality and 
price. For instance, when Procter & Gamble reduced its supplier 
base, it conducted a thorough review of the market and identified 
suppliers who could provide the required goods or services. 
 
Give Written Notice of Termination: The parties must give written 
notice of termination to the supplier, specifying the reasons for 
termination and any relevant contractual terms. For example, when 
Samsung terminated its contract with a supplier over child labor 
violations, it provided a written notice of termination. 
 
Manage Exit and New Supplier Onboarding: Once the notice of 
termination has been given, the parties must manage the exit of the 
current supplier and onboard the new supplier. This may involve 
coordinating logistics, managing timelines, and ensuring continuity 
of supply. For instance, when Amazon terminated its contract with 
Diapers.com, it had to find a new supplier and manage the 
transition smoothly to avoid any disruption in the supply chain. 
 
Relationship Impacts – Amicable vs. Hostile: The parties must 
manage the relationship impacts of termination, including whether it 
will be amicable or hostile. For example, when Nike terminated its 
contract with Livestrong, it was a relatively amicable termination, 
with both parties agreeing to the terms of the termination. 
 
Legal Considerations – Finances, Confidentiality, IPR, Security, 
Employee Rights: The parties must consider the legal implications 
of termination, including finances, confidentiality, intellectual 
property rights, security, and employee rights. For example, when 
Microsoft terminated its contract with Nokia, it had to consider the 
financial implications of the termination, the confidentiality of the 
information shared between the parties, and the employees who 
would be affected by the termination. 
 
Service Credits: The parties must consider the financial 
implications of termination, including service credits that may be 
owed to the buyer.  For example, when Walmart terminated its 
contract with a supplier over poor performance, it negotiated for 
service credits as compensation for the losses incurred. 
 



Confidentiality: The parties must ensure that confidential 
information is protected during the termination process. For 
example, when Apple terminated its contract with Imagination 
Technologies, it had to ensure that any confidential information 
shared between the parties was protected. 
 
IPR: The parties must consider the intellectual property rights of 
each party during the termination process. For example, when 
Google terminated its contract with Huawei, it had to ensure that 
any intellectual property owned by Google was not used by Huawei 
without permission. 
 
Security: The parties must ensure that security is maintained 
during the termination process. For example, when Microsoft 
terminated its contract with Nokia, it had to ensure that any sensitive 
information was securely stored and transferred to the new supplier. 
 
Employee Rights: The parties must consider the rights of 
employees who may be affected by the termination. For example, 
when Toys "R" Us terminated its contract with a supplier, it had to 
consider the employees who would be impacted by the supplier's 
bankruptcy and take steps to ensure their rights were protected. 
 
Succession Issues – Continuity of Supply: The parties must 
ensure that there is continuity of supply during the termination 
process. For example, when Procter & Gamble reduced its supplier 
base, it had to ensure that there was no disruption to the supply 
chain and that the new suppliers could provide the required goods 
or services. 
 

Length of Contracts 

Supplier Relationship Management (SRM) has significant 
implications on the length of contracts between buyers and 
suppliers. Here are some points with real-life examples to support 
each of them: 



Flexibility: SRM encourages buyers to adopt a more flexible 
approach to contract length, rather than relying on fixed-term 
contracts. This allows for greater adaptability to changing market 
conditions and the ability to switch to new suppliers as necessary. 
For example, Unilever introduced a new supplier relationship 
framework that allowed for more flexible contract terms and the 
ability to terminate contracts early. 
 
Collaboration: SRM fosters collaboration between buyers and 
suppliers, which can lead to longer-term relationships and contracts. 
For example, Honda has had a long-term partnership with a key 
supplier, Denso, for over 60 years, which has resulted in shared 
investment and collaboration on new technologies. 
 
Risk Mitigation: SRM helps to mitigate risks associated with 
longer-term contracts by ensuring that the supplier is meeting 
performance metrics and providing the required quality of goods or 
services. For example, Boeing had a long-term contract with a 
supplier, Spirit AeroSystems, which was terminated due to poor 
performance and resulted in significant delays and financial losses. 
 
Innovation: SRM can incentivize suppliers to invest in innovation 
and provide new products or services, leading to longer-term 
contracts. For example, Apple has had a long-term partnership with 
Foxconn, which has resulted in the development of new 
manufacturing technologies and the production of Apple's flagship 
products. 
 
Competition: SRM can encourage competition between suppliers, 
leading to shorter-term contracts and lower costs. For example, 
Walmart has implemented a supplier relationship management 
program that includes regular supplier evaluations and the ability to 
switch to new suppliers as necessary to ensure competitiveness. 
 
Trust: SRM helps to build trust between buyers and suppliers, 
which can lead to longer-term relationships and contracts. For 
example, Toyota has a long-term partnership with a key supplier, 
Aisin Seiki, which is based on trust and shared values. 
 



Overall, SRM can have different implications on the length of 
contracts depending on the specific goals and strategies of the 
buyer and the supplier. By fostering collaboration, flexibility, and 
trust, SRM can help to build longer-term relationships, while also 
allowing for competition and risk mitigation. 
 
 

Challenges of Exiting Relationships  

Exiting relationships with poor performers can be challenging and 
can pose several difficulties. Some of the challenges include: 
 
Financial Loss: Disengaging with a poor-performing supplier can 
result in a financial loss, especially if the contract termination is 
abrupt. This can be due to the cost of finding a new supplier, 
potential legal expenses, and disruption to the supply chain. 
 
Impact on Reputation: Ending a partnership with a supplier can 
have a negative impact on the company's reputation, especially if it 
is done in a way that is perceived as unfair or unethical. This can 
lead to a loss of trust and credibility with customers, employees, and 
other stakeholders. 
 
Disruption to the Supply Chain: Disengaging with a supplier can 
lead to disruption in the supply chain, affecting the company's ability 
to meet customer demand and fulfil orders. This can lead to delays, 
reduced quality, and increased costs. 
 
Loss of Knowledge and Expertise: A supplier may possess 
unique knowledge, skills, and expertise that can be difficult to 
replace. Disengaging with a supplier can result in a loss of this 
knowledge and expertise, leading to challenges in finding a suitable 
replacement. 
 
Legal Issues: Disengaging with a supplier can lead to legal issues, 
especially if the contract termination is not done according to the 
agreed terms and conditions. This can result in litigation and 
damages. 
 



Employee Morale: Ending a partnership with a supplier can affect 
employee morale, especially if the supplier is a long-term partner. 
This can lead to demotivation, decreased productivity, and 
increased turnover. 
 
Overall, disengaging with poor performers requires careful planning, 
communication, and execution to minimize the challenges and risks 
associated with ending the partnership. It is essential to consider 
the potential consequences and develop strategies to mitigate them 
to ensure a smooth transition to a new supplier. 
 
 

Transitioning Suppliers 
 
 
If the decision is made to end the contract with a poor-performing 
supplier, it is important to plan for a smooth transition to a new 
supplier. This involves identifying potential suppliers, evaluating 
their capabilities, and selecting the most suitable option. A transition 
plan should be developed, outlining the steps to be taken to ensure 
a seamless transition. 
 
For example, in 2019, McDonald's terminated its contract with a 
chicken supplier in India due to concerns over food safety and 
quality issues. The company had previously issued warnings to the 
supplier and provided opportunities to improve, but the supplier 
failed to meet the required standards. McDonald's then transitioned 
to a new supplier to ensure the safety and quality of its products. 
 
Another example is when Apple terminated its contract with a 
supplier, GT Advanced Technologies, in 2014 due to the supplier's 
failure to meet the required quality and performance standards to 
produce sapphire glass. Apple had provided GT Advanced 
Technologies with significant financial support to meet its production 
requirements, but the supplier was unable to deliver on its 
commitments. Apple then transitioned to a new supplier to ensure 
the continued production of high-quality products. 
 
 
 



Supplier Switching Costs  

Supplier switching cost is the cost associated with changing 
suppliers in supplier relationship management (SRM). These costs 
can be both financial and non-financial and can have a significant 
impact on a company's operations and profitability.  
 
The cost of switching suppliers depends on several factors, 
including the complexity of the product or service being supplied, 
the availability of alternative suppliers, and the level of investment 
required to make the switch. 
 

Implementation Steps 

Identify the need for supplier switching: Companies should evaluate 
their current suppliers and determine if they are meeting their needs 
in terms of quality, delivery, cost, and other factors. If a supplier is 
not meeting expectations, it may be time to consider switching to a 
new supplier. 
 
Evaluate alternative suppliers: Companies should research and 
evaluate potential new suppliers to ensure they can meet their 
requirements in terms of quality, delivery, cost, and other factors. 
They should also consider the level of investment required to switch 
to the new supplier, including any retooling or training required. 
 
Negotiate the switch: Companies should negotiate with the new 
supplier to ensure a smooth transition and minimize any switching 
costs. This may include negotiating pricing, delivery schedules, and 
any necessary investments required to switch suppliers. 
 
Implement the switch: Once the new supplier has been selected 
and negotiations are complete, companies should implement the 
switch. This may involve retooling production lines, retraining 
employees, and modifying supply chain processes. 
 
 
 
 
 
 



Examples of switching costs in SRM include: 

Switching from one supplier to another can result in significant 
financial costs, such as the cost of retooling production lines, the 
cost of training employees on new processes and equipment, and 
the cost of purchasing new equipment. Switching suppliers can also 
result in non-financial costs, such as disruptions to the supply chain, 
delays in delivery, and quality control issues. 
 
An example is the switching cost incurred by Apple when it shifted 
some of its production from Foxconn to Pegatron. According to a 
report by Nikkei Asia, the cost of switching suppliers for Apple was 
estimated to be between $40 million and $50 million due to the 
need to retrain workers and invest in new equipment. 
 
In summary, switching suppliers in SRM can have both financial and 
non-financial costs. Companies should carefully evaluate the need 
for supplier switching, identify alternative suppliers, negotiate the 
switch, and implement the switch with minimal disruption to the 
supply chain. 

Switching Cost Analysis  

Here is an example of a switching cost analysis for a hypothetical 
company moving from supplier A to supplier B: 
 
Assumptions: 
Company purchases 100,000 units of a product from Supplier A 
annually. 
Product costs $10 per unit from Supplier A. 
The cost of retooling the production line for the new supplier is 
estimated to be $500,000. 
The cost of training employees on new processes and equipment is 
estimated to be $100,000. 
The new supplier, Supplier B, has quoted a price of $9 per unit, 
which is 10% lower than the current supplier price. 
 
Financial Switching Costs: 
Cost of current supplier: $10 x 100,000 = $1,000,000 
Cost of new supplier: $9 x 100,000 = $900,000 
Annual cost savings: $100,000 
Switching cost: $500,000 + $100,000 = $600,000 



Payback period: 6 years ($600,000/$100,000) 
 
Non-Financial Switching Costs: 
Disruption to the supply chain during the switching process. 
Delays in delivery due to retooling and training. 
Quality control issues during the initial production runs with the new 
supplier. 
 
Analysis: 
Based on the analysis above, switching suppliers from Supplier A to 
Supplier B would result in an annual cost savings of $100,000, but 
with a significant switching cost of $600,000. The payback period 
for this investment is estimated to be 6 years, which may be longer 
than the company's desired payback period. Additionally, there are 
non-financial switching costs, such as disruptions to the supply 
chain and quality control issues, which may impact the company's 
operations and reputation. 
 
Conclusion: 
The decision to switch suppliers should be carefully evaluated, 
considering both financial and non-financial costs. While the 
potential cost savings from switching suppliers can be significant, 
the switching costs and non-financial costs associated with the 
transition must also be considered. A thorough analysis of these 
costs can help a company make an informed decision about 
whether to switch suppliers or not. 

Lessons Learnt from Past Supplier Exits 

Past supplier exits can provide valuable lessons and insights into 
how to improve the process and minimize disruption to your 
business operations. Here are some key lessons learnt from past 
supplier exits: 
 
Develop a clear exit strategy: Having a well-planned exit strategy 
can help to ensure that the transition is as smooth as possible. This 
includes developing a clear plan for transitioning work to a new 
supplier, communicating with stakeholders, and minimizing 
disruptions to your business operations. 
 



Identify and mitigate potential risks: Conduct a thorough risk 
assessment to identify and mitigate potential risks associated with 
the transition. This can include assessing the impact of the 
transition on your supply chain operations, evaluating legal or 
contractual issues, and assessing the impact on employees and 
customers. 
Communicate effectively: Effective communication is critical to the 
success of a supplier exit. This includes communicating with 
stakeholders, such as employees, customers, and suppliers, to 
ensure that they are aware of the transition and the impact it may 
have on their operations. 
 
Work closely with the new supplier: Working closely with the new 
supplier can help to ensure a smooth handover of work and 
minimize disruption to your operations. This may include providing 
training to the new supplier on your processes and systems and 
establishing clear lines of communication. 
 
Conduct a post-transition review: Conducting a post-transition 
review can help to identify areas for improvement and inform future 
supplier exit strategies. This can help to improve the overall 
effectiveness of your supply chain management and minimize the 
risk of future disruptions. 
 
By learning from past supplier exits and applying these lessons to 
future supplier relationships, you can improve your supply chain 
management and ensure that your business operations remain 
resilient and sustainable. Overall, having a well-planned exit 
strategy is an important part of effective supply chain management. 
By planning and preparing for the end of a supplier relationship, you 
can minimize disruptions to your business operations, protect your 
business interests, and maintain good relationships with your 
suppliers. 
 
 
 
 
 
 
 



Conclusion: Mastery of Exiting 
Relationships and Transition Management 
 
As we draw the final threads together in this Chapter, our 
exploration of "Exiting Relationships and Managing Transitions" 
leaves us with a profound understanding of the intricate dance that 
is Supplier Relationship Management (SRM). In this chapter, we've 
journeyed through the art of concluding contracts and orchestrating 
seamless transitions. 
 
Exiting relationships isn't merely about saying goodbye; it's about 
how you say it and what you do next. The outcomes we've strived 
for in this chapter extend beyond mere contract termination. They 
encapsulate a commitment to precision, continuity, knowledge 
preservation, and ethical practice. 
 
Our quest began with the creation of comprehensive exit strategies 
that minimize disruptions, ensuring that the end of one contract is a 
smooth handover to the next. We then explored the delicate 
process of knowledge transfer, preserving critical insights, and 
assets as they transition from one supplier to another. 
 
Ethics and compliance stood at the core of our journey, as we 
crafted ethical exit frameworks that uphold legal and regulatory 
standards. These frameworks ensure that our goodbyes are not 
tainted by legal disputes or ethical dilemmas. 
 
But the story doesn't conclude with an exit; it continues with an 
entrance. Effective transition management is about seamlessly 
welcoming new suppliers into the fold, ensuring that their 
onboarding is as smooth as the exit. The knowledge and assets 
preserved during exit become the invaluable resources for a 
successful entrance. 
 
As we reflect on our journey, let's remember that the art of exiting 
relationships and managing transitions is not a standalone chapter; 
it's an integral part of the SRM continuum. The outcomes we've 
achieved here lay the groundwork for future successes in contract 
management and supplier relationships. 



So, embrace the challenges, master the transitions, and continue 
your journey towards Supplier Relationship Management mastery. 
The future of SRM is dynamic, and with the knowledge gained here, 
you are poised to navigate it with confidence and unwavering 
success. 
 
  



 
 

Chapter 8: Contract Management 
Plans 

 

Introduction: Crafting Effective Contract 
Management Plans for Organized Success 
 
Welcome to the final chapter of "How to Manage Contracts." In this 
chapter, we embark on a journey to master the art of "Contract 
Management Plans (CMPs)." The significance of CMPs cannot be 
overstated, for they serve as the guiding star in the constellation of 
Supplier Relationship Management (SRM). 
 
As you've discovered throughout this book, SRM is a multifaceted 
endeavor, requiring proficiency in various aspects—from creating 
and executing contracts to measuring supplier performance and 
even gracefully exiting relationships when needed. However, all 
these elements converge and find their harmony within the 
framework of CMPs. 
 
The skill of crafting effective CMPs is a learnable one, akin to 
mastering a musical instrument or honing a craft. A well-structured 
CMP is not just a document; it's a systematic approach that 
orchestrates the elements of your SRM strategy into a harmonious 
symphony. 
 
Imagine having a roadmap that not only ensures compliance but 
also strategically aligns your contracts with organizational 
objectives. CMPs are your compass for maximizing value, mitigating 
risks, and maintaining accountability in supplier relationships. They 
are the linchpin that connects your annual business plans to the 
resources allocated for procurement, governance, and contract 
management. 
 
In an age where technology provides unprecedented visibility into 
contract performance, CMPs are your tool for harnessing this data 
for strategic advantage. They transform raw data into actionable 
insights, enabling you to make informed decisions that directly 
impact the attainment of corporate objectives. 



This chapter is your gateway to understanding the core sections of 
CMPs and the reasoning behind their implementation. We will 
explore how to develop CMPs that not only ensure compliance but 
also foster supplier accountability and excellence. We will delve into 
the importance of contract mobilization within CMPs, ensuring that 
supplier relationships start on a solid foundation. 
 
So, join us in this chapter as we demystify the art of crafting 
Contract Management Plans. Discover how these meticulously 
crafted plans serve as the cornerstone of your SRM strategy, 
aligning contracts with your organization's goals and ultimately 
driving success. 
 
 
Outcome-Based Questions for Effective Contract Management 
Plans: 
 
Question 1: Have we developed comprehensive and tailored 
Contract Management Plans (CMPs) for all strategic contracts 
within our portfolio? 
Task: Create customized CMPs for strategic contracts, ensuring 
alignment with each contract's unique requirements. 
Outcome Success Indicator: Achieve a 100% CMP coverage rate 
for strategic contracts within 6 months, as verified by contract 
governance structures. 
 
Question 2: Are our CMPs not only compliance-focused but also 
strategically aligned to maximize value and mitigate risks? 
Task: Revise existing CMPs to incorporate strategic alignment, 
focusing on value optimization and risk management. 
Outcome Success Indicator: Realize a 15% increase in the overall 
value delivered through contracts and a 10% reduction in identified 
contract-related risks within 9 months. 
 
Question 3: Do our CMPs include robust performance measurement 
frameworks and KPIs that drive supplier accountability and 
excellence? 
Task: Enhance CMPs by incorporating performance measurement 
frameworks with clear KPIs that reflect organizational objectives. 
Outcome Success Indicator: Achieve a 95% alignment rate between 
KPIs in CMPs and organizational objectives, as measured by top 
management within 12 months. 



Question 4: How effectively do our CMPs address contract 
mobilization, ensuring that supplier relationships start on a strong 
footing? 
Task: Strengthen CMPs to include comprehensive contract 
mobilization plans that prioritize supplier onboarding and 
relationship building. 
Outcome Success Indicator: Realize a 20% reduction in contract 
mobilization timelines and a 25% improvement in supplier 
relationship satisfaction, as validated by top management within 6 
months. 
 
Question 5: Are lessons learned from contract management 
captured and integrated into our CMPs for continuous 
improvement? 
Task: Establish a process for gathering lessons learned from 
contract management and integrating them into CMPs. 
Outcome Success Indicator: Incorporate at least 80% of lessons 
learned from contract management into CMPs, enhancing their 
effectiveness, as confirmed by top management. 
 
Question 6: How do we ensure that our CMPs remain adaptable 
and agile in the face of changing business needs and objectives? 
Task: Develop a framework for periodic review and adjustment of 
CMPs to ensure alignment with evolving organizational goals. 
Outcome Success Indicator: Review and adjust CMPs for 100% of 
contracts impacted by changing organizational goals, maintaining 
their alignment within 3 months of changes. 
 
These outcome-based questions serve as your compass for crafting 
effective Contract Management Plans (CMPs). Each question links 
specific tasks to measurable success indicators, ensuring that your 
CMPs not only ensure compliance but also drive value, 
performance excellence, and continuous improvement in your 
contract management practices. 

 
 
 
 
 
 
 



Section I: Crafting Effective Contract 
Management Plans  

In the intricate realm of Supplier Relationship Management (SRM), 
if contracts are the bricks, then Contract Management Plans 
(CMPs) are the blueprints. They are the guiding lights that navigate 
you through the labyrinth of supplier relationships, ensuring that 
every facet aligns with your organization's objectives. In this section, 
we embark on a journey to master the art of crafting CMPs that lead 
to organized success. 
 
Defining Objectives and Alignment with Organizational Goals 
 
A fundamental pillar of crafting an effective CMP lies in a clear 
understanding of your objectives. What are you seeking to achieve 
with this particular supplier relationship, and how does it align with 
your organizational goals? This isn't merely an exercise in 
document creation; it's about strategic intentionality. 
Begin by delineating your objectives, ensuring they are specific, 
measurable, achievable, relevant, and time-bound (SMART). These 
objectives should be the North Star guiding every action within your 
CMP. They serve as the foundation upon which your supplier 
relationship will be built. 
Consider this: If one of your organization's goals is to reduce 
operational costs, your CMP should reflect this by outlining 
strategies for cost optimization within the supplier relationship. This 
isn't merely about meeting contractual obligations; it's about 
leveraging the supplier's expertise to drive cost efficiencies and 
contribute to your overarching business plan. 
 
Clear Identification of Stakeholders and Their Roles 
 
One of the common pitfalls in CMP development is overlooking the 
vital role of stakeholders. Your CMP isn't a solo performance; it's an 
ensemble cast, and understanding the characters and their roles is 
paramount. 
 
Identify the key stakeholders involved in the supplier relationship. 
This includes not only those within your organization but also 
individuals or teams within the supplier's realm. Each stakeholder 
carries a unique role, and their interactions must be harmonized 
within the CMP. 



For instance, your procurement team might be responsible for the 
day-to-day management of the contract, while the supplier's 
technical experts play a critical role in delivering the contracted 
services. The CMP should clearly outline these roles, 
responsibilities, and lines of communication to ensure seamless 
collaboration. 
 
Remember, the success of your CMP hinges on effective teamwork, 
much like a symphony orchestra. Each instrument (stakeholder) has 
a specific role, and when they play in harmony, the result is 
melodious success. 
 
Overview of Key Sections within CMPs 
 
Now, let's take a bird's-eye view of the key sections that form the 
backbone of CMPs. These sections act as the architectural 
framework, providing structure and purpose to your CMP: 
 

1. Objective Setting: Define your specific objectives and how 
they align with organizational goals. 

2. Stakeholder Identification: Identify the key players in the 
supplier relationship and their respective roles. 

3. Strategic Alignment: Ensure that your CMP is strategically 
aligned to maximize value delivery and mitigate risks. 

4. Performance Measurement Frameworks: Develop robust 
frameworks for measuring supplier performance, including 
clear Key Performance Indicators (KPIs). 

5. Contract Mobilization Plans: Incorporate comprehensive 
plans for contract mobilization, ensuring a strong start to 
your supplier relationship. 

6. Lessons Learned and Continuous Improvement: 
Establish processes for gathering insights from contract 
management and integrating them into CMPs. 

7. Adaptability and Agility: Develop a framework for periodic 
CMP review and adjustment, ensuring alignment with 
evolving organizational goals. 
 



In the following sections, we will dive deeper into each of these 
critical components, providing you with expert-level guidance on 
how to craft CMPs that not only ensure compliance but also drive 
value, performance excellence, and continuous improvement in 
your contract management practices. It's time to roll up your sleeves 
and craft blueprints for success. 
 

Section II: Strategic Alignment and Value 
Optimization 

In our exploration of Contract Management Plans (CMPs), we 
transition to the heart of this indispensable framework: strategic 
alignment and value optimization. Crafting an effective CMP is not 
about ticking compliance boxes; it's about aligning your supplier 
relationships with the grand orchestration of your organizational 
goals. 
 
Crafting CMPs to Drive Strategic Alignment 
 
Picture your organization's strategy as the North Star guiding every 
decision and action. CMPs are your navigation instruments, 
ensuring that your supplier relationships sail toward that very star. 
Start by immersing yourself in your organization's strategy. 
Understand its core objectives, both short-term and long-term. What 
are the key initiatives driving your business? How do these 
objectives translate into supplier relationships? 
Your CMP should reflect this strategic alignment. Each section of 
your plan should resonate with your organization's overarching 
goals. If cost reduction is a strategic imperative, your CMP should 
detail how this will be achieved within the supplier relationship. If 
innovation is a driving force, your CMP should outline how the 
supplier will contribute to fostering innovation. 
 
Strategic alignment isn't a one-time endeavour; it's a dynamic 
process that requires ongoing assessment and adaptation. Your 
CMP should be flexible, capable of accommodating shifts in 
strategy while maintaining focus on the North Star. 
 
 
 
 



Maximizing Value Delivery Through Effective CMPs 
 
Value, in the context of CMPs, is not confined to financial metrics 
alone. It encompasses the entirety of what your supplier can bring 
to the table. Effective CMPs are designed to squeeze every drop of 
value from your supplier relationships. 
 
Start by exploring the potential value streams within your supplier 
relationship. It might be cost savings, yes, but it could also be 
processing efficiencies, innovation, or even knowledge transfer. 
Your CMP should spell out how each of these value streams will be 
harnessed and measured. 
 
Key Performance Indicators (KPIs) play a pivotal role here. They 
are the metrics by which value delivery is assessed. Each KPI 
should be a direct reflection of your value streams. For instance, if 
process efficiencies are a value stream, a KPI could measure the 
time saved through improved processes. 
 
Value is not a passive outcome; it's an active pursuit. Your CMP 
should outline action plans, responsibilities, and timelines for 
realizing the anticipated value. It should serve as a dynamic 
playbook for extracting value at every turn. 
 
Mitigating Risks and Ensuring Compliance 
 
In the intricate dance of supplier relationships, risks are the 
shadows that follow every step. Effective CMPs are the torches that 
dispel those shadows. 
 
Crafting CMPs that drive value and align with strategy is a 
commendable feat, but it's not without its perils. Risks lurk in every 
corner, from compliance breaches to performance hiccups. 
 
Your CMP should be your risk mitigation strategy. It should identify 
potential risks, assess their impact, and outline proactive measures 
to mitigate them. Compliance is not a mere checkbox; it's the 
bedrock upon which trust is built. Your CMP should ensure that 
every element of the supplier relationship complies with contractual 
and regulatory obligations. 
 



Think of your CMP as the vigilant guardian of your supplier 
relationships. It's the document that not only steers you toward 
value and strategic alignment but also shields you from the 
turbulent winds of risk. 
 
As we continue our journey into CMP mastery, remember that 
crafting effective CMPs is not a passive task. It's an active pursuit of 
strategic alignment, value optimization, and risk mitigation. It's about 
turning every facet of your supplier relationships into a strategic 
asset for your organization. 
 

Section III: Designing Robust Performance 
Measurement Frameworks and KPIs 

In the intricate web of Supplier Relationship Management (SRM), 
effective Contract Management Plans (CMPs) serve as the 
compass, guiding you toward organized success. As we delve into 
Section III, our focus shifts to the critical aspect of designing robust 
performance measurement frameworks and Key Performance 
Indicators (KPIs). 
 
Designing Robust Performance Measurement Frameworks 
 
Imagine embarking on a journey without a map or compass. 
Navigating the complex landscape of supplier relationships is no 
different. Robust performance measurement frameworks are the 
maps that ensure you stay on course and reach your desired 
destination. 
 
Start by defining what success looks like within your supplier 
relationship. These definitions should align with the objectives set 
out in your CMP. If cost reduction is a key goal, then your 
performance measurement framework should include metrics 
related to cost savings. If innovation is the focus, then metrics 
related to innovative solutions should be integrated. 
 
Your performance measurement framework should encompass both 
quantitative and qualitative aspects. It's not just about the numbers; 
it's also about the qualitative dimensions of supplier performance, 
such as responsiveness, adaptability, and collaboration. 
 



III.B. The Role of Key Performance Indicators (KPIs) in CMPs 
 
Key Performance Indicators (KPIs) are the compass needles that 
point you toward success. They are the quantifiable metrics that 
allow you to gauge whether your supplier relationship is on track or 
needs recalibration. 
 
Each KPI should be a reflection of a specific aspect of your CMP 
objectives. For example, if your objective is to enhance supplier 
responsiveness, a relevant KPI might measure the average 
response time to inquiries. If cost optimization is the aim, a KPI 
could track cost savings achieved through the supplier relationship. 
Remember that KPIs should be SMART—Specific, Measurable, 
Achievable, Relevant, and Time-bound. They should provide clarity 
on what is expected, how it will be measured, and the timeline for 
assessment. 
III.C. How KPIs Drive Supplier Accountability and Excellence 
KPIs are not just numbers on a dashboard; they are catalysts for 
supplier accountability and excellence. They set the standards 
against which supplier performance is measured, driving a culture of 
continuous improvement. 
 
The inclusion of KPIs in your CMP serves as a mutual agreement 
between you and your supplier. It clarifies expectations and 
provides a shared understanding of success. When suppliers know 
that their performance is being actively monitored through specific 
KPIs, it incentivizes them to excel. 
 
However, KPIs are not a one-way street. They also enable you to 
provide constructive feedback to your suppliers. If a KPI indicates a 
performance gap, it opens the door for a collaborative dialogue on 
how to bridge that gap. 
 
In essence, KPIs in your CMPs transform supplier relationships 
from passive engagements into dynamic partnerships. They create 
a sense of shared responsibility for success and provide a 
framework for continuous improvement. 
 



As you navigate this section, remember that designing robust 
performance measurement frameworks and KPIs is not a static 
process. It requires ongoing refinement and adaptation to ensure 
that your supplier relationships are not just compliant but also 
driving value and excellence. 
 

Section IV: Contract Mobilization Within CMPs 

 
In the intricate symphony of Supplier Relationship Management 
(SRM), we've explored the score (Contract Management Plans) and 
the instruments (performance measurement frameworks and KPIs). 
Now, as we transition to Section IV, it's time to bring these elements 
to life—the overture to a successful supplier relationship: contract 
mobilization. 
The Significance of Contract Mobilization 
 
Consider contract mobilization as the preparatory crescendo before 
the main performance. It's the critical phase where the ink on the 
contract transforms into real-world actions. Effective contract 
mobilization sets the stage for a harmonious supplier relationship. 
 
Within your CMP, contract mobilization should be detailed and 
precise. It should outline the sequence of steps, responsibilities, 
and timelines for initiating the supplier relationship. Think of it as a 
meticulously choreographed dance, where every movement has a 
purpose. 
 
Begin by defining the goals of contract mobilization within your 
CMP. What do you aim to achieve during this phase? It might 
involve onboarding the supplier's team, ensuring that resources are 
in place, or initiating the first round of performance assessments. 
 
 
Ensuring Supplier Onboarding and Relationship Building 
 
Contract mobilization is not a one-sided endeavour; it's a two-way 
journey. While your CMP sets the expectations, contract 
mobilization is the phase where the supplier is onboarded and 
integrated into your ecosystem. 
 



Think of it as a welcoming ceremony, where you introduce the 
supplier to your organization's culture, processes, and expectations. 
Your CMP should include a clear plan for this onboarding process, 
ensuring that the supplier's team understands your objectives, KPIs, 
and performance expectations. 
 
Relationship building is a key component of this phase. It's not just 
about transactions; it's about forging connections. Encourage open 
communication and collaboration. Establish regular touchpoints for 
dialogue, feedback, and progress assessment. 
 
 
The Role of CMPs in Seamless Contract Kick-offs 
 
Imagine a symphony performance where each musician knows their 
part, and the conductor orchestrates the harmonious start. Contract 
mobilization within your CMP plays this vital role—a seamless 
contract kick-off. 
 
Your CMP should define how contract mobilization links to the 
broader objectives outlined in your CMP. It should serve as the 
bridge between the theoretical objectives and the practical 
implementation. 
 
For example, if your CMP outlines cost optimization as a key 
objective, contract mobilization should include action plans to 
ensure that cost-saving initiatives are initiated right from the 
contract's commencement. 
 
Contract mobilization is where theory transforms into reality, and 
your CMP should be the guiding script for this transformation. It's 
about laying the foundation for a supplier relationship that not only 
meets contractual obligations but also exceeds expectations. 
 
As we navigate this section, remember that contract mobilization is 
not a standalone act; it's an integral part of your CMP's symphony. 
It's the overture that sets the tone for a successful supplier 
relationship, and your CMP should be the conductor's baton that 
ensures harmony from the very start. 
 



Section V: Continual Improvement and 
Adaptation 

 
In the intricate ballet of Supplier Relationship Management (SRM), 
where Contract Management Plans (CMPs) set the choreography 
and Key Performance Indicators (KPIs) guide the movements, 
there's one constant: change. Section V delves into the art of 
continual improvement and adaptation within the context of CMPs. 
 
 
The Imperative of Continual Improvement 
 
Imagine a dance where the steps remain static. It quickly loses its 
allure. In the world of supplier relationships, stagnation is the enemy 
of progress. Continual improvement is the music that keeps your 
dance alive. 
 
Within your CMP, build a culture of continual improvement. This 
involves periodically assessing the effectiveness of your supplier 
relationship and CMP itself. Are you achieving the desired 
objectives? Are there areas for enhancement? This reflective 
process is not a critique; it's an opportunity for growth. 
 
Think of it as a performance review for your supplier relationship. 
Your CMP should outline the mechanisms for conducting these 
reviews. What are the triggers for assessment? Who participates in 
these assessments? What actions are taken based on the 
outcomes? These questions should find their answers within your 
CMP. 
The Adaptive Nature of CMPs 
 
In the ever-evolving landscape of business, adaptability is a prized 
trait. CMPs, too, must embody this trait. They should be agile 
documents capable of accommodating shifts in strategy, market 
dynamics, and organizational goals. 
 



Your CMP should outline processes for adapting to change. It 
should answer questions such as: How do we recalibrate our 
supplier relationship if our organization's goals pivot? What steps 
are taken if market conditions change, affecting our supplier's 
capabilities? How do we respond if unforeseen disruptions impact 
our supplier's performance? 
 
Consider your CMP as a living document—a dynamic roadmap. It 
should serve as a blueprint for navigating the twists and turns of 
your supplier relationship journey. When the landscape changes, 
your CMP should guide you on how to adjust your steps. 
 
 
Using Technology for Visibility and Insight 
 
In the digital age, technology offers the spotlight that illuminates the 
stage. Within your CMP, leverage technology for visibility and 
insight. The digital tools at your disposal can provide real-time data 
and analytics that drive informed decision-making. 
 
Your CMP should outline the use of technology platforms for 
performance monitoring. How will data be collected? What metrics 
will be tracked? How will this data be used to inform decisions and 
adaptations? Technology should be a key enabler within your CMP, 
providing the lenses through which you view your supplier 
relationship's performance. 
 
As we waltz through Section V, remember that continual 
improvement and adaptation are not secondary acts; they are 
integral components of successful supplier relationships. Your CMP 
should be the guide that ensures you're always in step with change, 
orchestrating a dance that not only meets objectives but also 
dazzles with agility and resilience. 

 
 
 
 
 
 
 



Section VI: Exit Strategies and Transitions 

 
In the grand narrative of Supplier Relationship Management (SRM), 
as we embark on Section VI, we approach the final crescendo—the 
art of graceful exits and seamless transitions within your Contract 
Management Plans (CMPs). 
 
The Art of Exiting Contracts 
 
Every performance has its final act, and supplier relationships are 
no exception. The exit strategy is the closing note, and it should be 
as harmonious as the entire symphony. Your CMP should outline 
the art of exiting contracts. 
 
Consider the reasons for contract exits—perhaps the supplier no 
longer aligns with your organization's goals, or you've achieved the 
desired outcomes. Your CMP should detail the triggers for exit, 
whether they're strategic, operational, or performance-related. 
 
Exit strategies should not be abrupt. They should be orchestrated, 
allowing for a phased transition that minimizes disruptions. Your 
CMP should provide the script for these transitions, from notifying 
the supplier to ensuring the seamless handover of responsibilities. 
 
The Role of Transitions in CMPs 
 
Transitions are the intermission between acts, and within CMPs, 
they play a pivotal role in ensuring that the show goes on without a 
hitch. When one supplier relationship concludes, another may 
begin. 
Your CMP should outline the processes for transitioning to new 
supplier relationships. It should answer questions like: How will you 
identify a successor supplier? What criteria will be used? How will 
you transfer knowledge and responsibilities from the outgoing to the 
incoming supplier? 
 
Transitions are not just about changing the cast; they're about 
maintaining continuity. Your CMP should emphasize the importance 
of preserving the value and performance achieved in the outgoing 
relationship. 
 



CMPs as Guidebooks for Exits and Transitions 
 
Think of your CMP as the script that guides the actors through the 
exit and transition phases. It should provide clarity on roles, 
responsibilities, timelines, and checkpoints. It should be the 
compass that ensures a smooth journey from the closing curtain of 
one supplier relationship to the opening act of another. 
 
Exit strategies and transitions are not farewell notes; they're 
opportunities for evolution and growth. Your CMP should reflect this 
outlook, focusing on how the knowledge and insights gained from 
one supplier relationship can be carried forward into the next. 
 
As we approach the final act of this section, remember that exits 
and transitions within your CMPs are not the end; they're part of the 
SRM continuum. They are moments of transformation, and your 
CMP should be the conductor that ensures these transitions are as 
graceful and seamless as the rest of the performance. 
 

Section VII: Crafting Comprehensive Contract 
Management Plans 

 
As we arrive at Section VII, the culmination of our journey through 
Supplier Relationship Management (SRM) is within sight—the art of 
crafting comprehensive Contract Management Plans (CMPs). In this 
final section, we explore the holistic design of CMPs, weaving 
together the threads of strategy, performance, adaptability, and 
transitions. 
 
Crafting Comprehensive CMPs: A Summation of Strategies 
Imagine your organization's strategic goals as the masterpiece of a 
great composer. Your CMP is the symphony that brings these goals 
to life. Crafting comprehensive CMPs involves harmonizing every 
note, ensuring that each element resonates with your strategic 
direction. 
 
Begin by reviewing your organization's overarching strategy. Your 
CMP should be the vessel that carries these strategies into your 
supplier relationships. It should provide a clear roadmap for how 
each supplier contributes to your strategic objectives. 



Comprehensiveness doesn't imply complexity. On the contrary, it 
means distilling complex strategies into actionable plans. Your CMP 
should translate high-level objectives into practical steps and KPIs. 
It should be the bridge between grand strategy and day-to-day 
operations. 
 
Integrating Performance, Adaptability, and Transitions 
 
Comprehensive CMPs are not static documents; they are living 
frameworks that integrate the dimensions of performance, 
adaptability, and transitions. Within your CMP, these elements 
should flow seamlessly, each informing the other. 
 
Performance metrics should not exist in isolation; they should be 
linked to your strategic objectives. Adaptability should be woven into 
the fabric of your CMP, with clear mechanisms for adjusting 
strategies as needed. Transitions should be considered not as 
separate events but as part of a continuous cycle. 
 
Your CMP should outline how these dimensions intersect and 
interact. It should serve as the blueprint for how performance 
insights feed into adaptations, how adaptations align with strategic 
objectives, and how transitions are orchestrated without disruption. 
 
CMPs as Living Documents for Organizational Growth 
 
Ultimately, comprehensive CMPs are more than just documents; 
they are the seeds of organizational growth. They are the 
instruments that orchestrate supplier relationships in harmony with 
strategic goals. 
 
Within your CMP, emphasize the dynamic nature of these plans. 
They should evolve alongside your organization, adapting to shifts 
in strategy and market conditions. CMPs should serve as tools for 
continuous improvement, ensuring that every supplier relationship 
contributes to your organizational growth. 
 
 
 
 
 
 



Conclusion 
 
In the intricate tapestry of Supplier Relationship Management 
(SRM), we've embarked on a journey through the art and science of 
crafting comprehensive Contract Management Plans (CMPs). 
These plans are the guiding stars that illuminate the path to 
successful supplier relationships. As we conclude this chapter, let's 
reflect on the key takeaways and the invaluable resource at your 
disposal. 
 
Key Takeaways: 
 

1. Alignment with Strategy: A comprehensive CMP is not an 
isolated document; it's a strategic roadmap. It should align 
with your organization's overarching goals and provide a 
clear link between strategy and supplier relationships. 

2. Performance Integration: Metrics and KPIs within your 
CMP should be more than numbers; they should be 
reflections of your strategic objectives. Integrate 
performance measurement into the fabric of your CMP. 

3. Adaptability: Embrace the dynamic nature of CMPs. They 
should be agile, capable of adapting to changes in strategy, 
market conditions, and organizational goals. Adaptability is 
the key to relevance. 

4. Seamless Transitions: Consider transitions not as separate 
events but as part of a continuous cycle within your CMP. 
Plan for graceful exits and transitions to maintain continuity. 

 
 

Resource: Appendix A CMP Template 

 

To aid you in your journey toward crafting comprehensive CMPs, 

we've included a valuable resource in Appendix A: Contract 

Management Plan Template. This template is designed to serve 

as a practical guide, providing you with a structured framework for 

creating CMPs tailored to your organization's unique needs. 

Within this template, you'll find sections and prompts that align with 

the principles we've explored in this chapter. It's not a static 



document; it's a dynamic tool that you can adapt and customize to 

suit your specific circumstances. 

As you craft your CMPs, remember that they are not mere 

documents; they are the orchestrators of your supplier relationships. 

They are the blueprints that ensure your supplier engagements are 

in harmony with your organizational symphony. 

In our journey through SRM, CMPs serve as the guides, the scripts, 

and the compasses that illuminate the path. They encapsulate the 

essence of your organization's strategy, the rhythms of 

performance, the adaptability to change, and the graceful transitions 

that mark your journey. With the Contract Management Plan 

Template as your resource, you are equipped to create CMPs that 

are not just comprehensive but also dynamic, ensuring that your 

supplier relationships are always in tune with your organizational 

goals. 

  



Conclusion: Mastering the Art of 
Contract Management 
 

In the vast expanse of Supplier Relationship Management (SRM), 

mastering the art of contract management is akin to becoming a 

seasoned pilot. It's a journey that thrives on experience, practice, 

and continuous learning. As we conclude this book, we reflect on 

the flight path we've traversed, the lessons we've learned, and the 

skills we've honed. 

The Journey of Skill Development 

Much like flying, mastering the craft of contract management is an 

endeavour that improves with each contract, each interaction, and 

each moment of practice. It's a journey that progresses with the 

number of contracts managed, the complexity of engagements, the 

involvement of stakeholders, and the value of the contracts. 

The art of managing contracts, as presented in this book, is not a 

static skill but one that evolves and matures with experience. It's a 

skill that requires coaching, continuous professional development 

(CPD), and a commitment to lifelong learning. 

Improving Performance and Personal Satisfaction 

Mastering the principles and techniques carefully curated within 

these chapters is not merely a professional feat; it's a catalyst for 

enhancing your performance in managing suppliers. It's about 

gaining the knowledge and confidence to navigate the complexities 

of supplier relationships. 

This mastery reduces the stress of uncertainty by providing clear 

guidance on what to do and when to do it. It empowers you to 

approach each contract with a methodical mindset, knowing that 

you have a structured approach to follow. 

As we conclude this book, remember that the end of one flight is the 

beginning of another. The mastery of managing contracts, like 

flying, is an ongoing journey. It's about accumulating hours of 



experience, expanding your horizons, and embracing new 

challenges. 

What you've learned within these pages is not a static knowledge 

but a toolkit—a set of instruments that you can fine-tune and adapt 

to your unique circumstances. It's a roadmap that guides you 

through the complexities of supplier relationships and ensures that 

you navigate with confidence and precision. 

May your journey in managing contracts be marked by successful 

landings, smooth take-offs, and the continuous pursuit of 

excellence. As you apply the principles and techniques from this 

book, may you find not only improved performance but also 

personal satisfaction and a reduced sense of uncertainty. 

The art of managing contracts, like flying, is a lifelong pursuit—one 

that promises growth, development, and new perspectives with 

each contract managed. So, spread your wings and embark on your 

journey, knowing that you have the knowledge and skills to navigate 

the skies of supplier relationship management with confidence and 

expertise. 
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