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Introduction



Typically Procurement efforts are 

focused on the activity up to contract 

signature as this is the timeframe 

with the steepest value curve.

BUT

With a little more ongoing effort, 

organisations can significantly 

increase this value through 

continuous improvement, 

performance management and 

collaboration with suppliers.

Introduction

4

What does “value” mean in the context of Contract Management? 
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Ask The 

Audience



Ask the Audience

▪ How many organisations here have a 

process for managing supply contracts?

▪ How many of you would say the process is 

comprehensive?

▪ How many of you would say the process is 

comprehensive and robust?

▪ How many of you would say the process is 

effective?

▪ How many of you would agree that the 

process adds value?
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How do you manage contracts in your organisation?
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Contract 

Management: 

An Undervalued 

Resource
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“If you don’t manage a contract, the supplier will…

…to it’s own advantage”

(Aberdeen Group) (IACCM) (State of Flux)

“65% of suppliers do not 

comply with their 

contractual obligations” 

“Many organisations don’t 

even know where to find 

many of their contracts” 

“An average loss of 9.2% of 

net revenue is lost through 

poor contract management”



Capita Maturity Assessment

Sector Total

Healthcare 22

Manufacturing 18

Financial Services 17

Transport & Logistics 12

Property & FM 11

Other Private Sector 20
(IT, L&D, HR, Retail, Pharma, BI)

Public Sector 62
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We assessed the maturity of 162 client organisations from varied sectors against 9 pillars of 

Contract Management.
1 872 3 4 651 872 3 4 65 8 91 872 3 4 651 872 3 4 65 8 9



Capita Maturity Assessment
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Each organisation was scored against a set of qualitative criteria on a scale of 1 (immature) to 

5 (innovator) using best practice guidance.

# Pillar 1 2 3 4 5

1.01 Information Storage & Visibility 

Basic contracts register on a spreadsheet with 

limited accessibility (2) Data held is often 

incomplete / out of date.

Contracts register exists with some access possible, mainly 

viewing and searching capability 2. Data held is incomplete / 

out of date, but efforts are being made to increase data quality 

and the percentage of third party spend listed

Contracts Register is dynamic and provided through a 

purpose built solution (in-house / external C&RM software / 

hosted service) 2. Full accessible to the whole council with 

read/write/edit and search capabilities 3. Complete data sets 

for all major third party spend.

1. Contracts Register is dynamic and fully accessible to all who need to use 

it 2. Information is always up-to-date with comprehensive, complete and 

accurate records on all contracts 3. Contracts register is has action / renewal 

alerting capabilities for contract owners and managers and in built Learning 

Management capability.

1. Contracts Register complete and accessible to all and is integrated with the 

financial system for forward planning, budgeting, asset management and 

expenditure reporting 2. Contracts register is used for forward planning and 

financial modelling.

1.02 Change Control
No change control policy in place except for 

isolated contracts.

A change control policy exists for capturing the details of any 

changes or variations made to some contracts 2. Standard 

documentation is available and used by some departments.

Change control policy implemented across the board for all 

contract changes and variations 2. Standard documentation is 

available and used in all circumstances across all 

departments.

All contract changes and variations processed through change control stored 

on the contracts register 2. Details shared on-line with contract managers 

owners and contractors.

Details of all contract changes and variations used for calculating impacts on 

budgets and assessing contractor risk / performance 2. Cost / time overruns 

reported to service heads and Leadership Team.

1.03 Savings and Benefits Delivery
Savings and benefits are delivered from some 

contracts but not a part of any formal process.

A formal policy is in place for capturing savings and accruing 

benefits from contracts but is not uniformly implemented.

Savings capture from contracts and benefits realisation 

applied uniformly across the organisation and reported to chief 

officer level.

1. All contracts regularly reviewed to monitor actual vs planned spend 2. 

Opportunities for savings from specification and performance reviews are 

assessed on an ongoing basis 3. All benefits / savings claimed in agreed 

business cases and/or promised by contractors are managed and accrued to 

the organisation.

A proactive system is in place in partnership with contractors to review all 

contracts for potential savings, cost reductions and benefits realisation 2. 

Contractors work with the organisation on an ongoing basis to reduce costs 

and eliminate potential waste.

1.04 Culture 

1. There is no recognition by the organisation of 

contract and relationship management 2. Only job 

roles which are 100% designated to managing 

contracts are designated as contract manager in 

their title.

There is recognition by the organisation of contract and 

relationship management in some departments 2. Job roles 

are designated as contract manager and/or contain specific 

contract and management activity in their content description 

in some departments.

1. Contract and Relationship Management is recognised by 

the organisation as being essential to its overall performance 

2. Job roles are designated as contract and relationship 

manager and/or contain contract and relationship 

management activity in their content description as a formal 

policy 3. Performance is reviewed with job holders in their 

annual appraisals.

Regular briefings and meetings are held to brief all staff involved in contract 

& relationship management on commercial, developments, new initiatives 

and professional development.

The organisation is a sector exemplar with contract & relationship management 

firmly rooted in the management culture and is able to advise other 

organisations on how to achieve a similar transformation.

1.05 Skills & Knowledge

Staff have limited access to any contract and 

relationship management skills and knowledge 

programmes.

Staff have access to general contract management training 

given as a one-off exercise rather than an ongoing skills 

enhancement programme.

Contract and Relationship Management is acknowledged as a 

core competency across the organisation 2. Briefings on 

Contract and Relationship Management are given in all 

induction and management programmes 3. Refresher 

programmes are available to all staff involved in contract & 

relationship management.

Contract and Relationship Management is acknowledged as a core 

competency across the organisation 2. Staff are invited to undergo advanced 

/ specialist training where contract management accounts for more than 20% 

of their job role.

Contract & Relationship Management is recognised as a profession where staff 

are encouraged and supported to advance their skills in the subject and/or 

acquire professional qualifications.

1.06 Modern Slavery (Legislation)
The organisation does not see this as a priority / is 

not aware of its obligations and duties.

Aware of the legislation and how it might manifest itself in 

supply chains.

1. Expenditure categories/contracts with potential for modern 

slavery identified 2. Basic checks made with appropriate 

contractors.

1. All contracts where modern slavery might occur are known 2. Agreed 

reporting measures and compliance checks agreed and implemented by 

appropriate contractors.

All appropriate contractors and their supply chains are known with risk of 

occurrence fully managed 2. Assisting other organisations to advance.

1.07 GDPR (Legislation
The organisation does not see this as a priority / is 

not aware, beyond statutory compliance.
Aware of legislation and taking steps to ensure compliance.

Actively identifying and reviewing contracts where data issues 

could occur.

Pre-defined policy and process in place to identify contracts where data 

issues will occur reflected in standard T&Cs 2. Good engagement with 

contractors

visibility of all existing and planned contracts where data issues exist 2. 

Contractors fully engaged and contributing to compliance and transparency

1.08 Social Value / CSR Social value not sought from contracts
Contracts not monitored in any coherent way for social value 

after award

Specific, targeted SV action plans agreed at 

commissioning/procurement stage and are bound into the 

contract and performance monitored

1. Performance reviews and regular feedback to and action taken to ensure 

continuous improve SV implementation and delivery. 2. Processes in place 

to ensure lessons learnt and feedback incorporated for continuous practice 

improvement including benchmarking and case law 3. Meetings regularly 

held with contractors to discuss delivery of social value

1. Benchmarking across all contracts shared with other Councils to establish 

best practice 2. Suppliers provided with quarterly feedback on progress 3. 

Clauses built into contracts to apply service credits or to recover costs of 

replacement in the event of non-delivery of social value promised

1.09 Post Contract Review

Occasional post contract reviews undertaken, but 

restricted to some departments and/or categories 

of expenditure 2. Seen as something that is done 

after poor contract performance or contract failure

Post contract reviews undertaken, by most departments 

and/or identified categories of expenditure 2. Seen as being 

an integral part of improving outcomes and identifying 

commercial opportunities

Post contract reviews undertaken as part of an organisational 

policy 2. Well defined criteria published for undertaking post 

contract reviews including the identification of commercial 

opportunities 3. Procurement is asked to support the post 

contract review process

1. Contract reviews and relationships are seen as a continuous process and 

involve development partners to ensure commercial and social opportunities 

are identified and exploited 2. Procurement is seen as an integral part of the 

post contract review process

Contract reviews and relationships are seen as a continuous process and 

fundamental to improved performance and the creation of new opportunities 2. 

Reviews are extended to sector partners so that supplier relationship 

management can be undertaken in partnership with multiple organisations



Average Scores by Maturity Pillar 

▪ The most mature pillars are those enforced by 
government statute:
▪ GDPR (70%)

▪ Modern Slavery (60%)

▪ The most immature pillars (information visibility & 
post contract review) are those which are most 
critical for monitoring and improving supplier 
performance

What does this tell us?

(All Organisations)

Contract Management is too often treated 

as a “bare minimum” activity rather than one 

which can be used to drive real value.



Sector Maturity

Sector Average Maturity

Healthcare 2.1

Manufacturing 2.2

Financial Services 2.6

Transport & Logistics 2.1

Property & FM 2.6

Other Private Sector 3.1
(IT, L&D, HR, FMCG, Pharma, BI)

Public Sector 2.1
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Observations

▪ Only “Other Private Sector” scored on average higher 

than mid level maturity (3).

▪ Public Sector and Transport organisations have the 

lowest level of Contract Management maturity.

Worrying?

Consider the potential impact of failure in these sectors...

The below results show overall (average) maturity by sector across all 9 pillars.



What do the maturity scores tell us?

▪ Compliance, not value is the biggest driver 

of contract management behaviour

▪ Almost half of the organisations only review 

contracts if there is contract failure

▪ Over 40% have absolutely no contract 

change policy or procedures in place

▪ Only 5% have a contract register that is 

linked to the financial system for planning & 

reporting
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Maturity Assessment Observations
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▪ Most organisations don’t do contract management well; some not at all

▪ Some contracted requirements are managed, some are not

▪ Focus of attention is on legislated requirements and price management

▪ Individual elements are addressed individually, not as a whole (and by different people)

▪ Significant lack of attention to non-price, potentially value-adding, activities



Why is contract 
management 
undervalued?
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▪ Tender and contracting “fatigue”

▪ Naïve assumption that “a good contract guarantees 

good service”

▪ Not recognised as a value-adding activity

▪ Somebody else’s responsibility

▪ Needed only when things go wrong 

▪ A “tick box” activity

▪ Not included or adequately addressed at tender and 

contracting stages

▪ No standard processes in place

▪ Poor understanding of good practices

?
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The Good, 

the Bad, and 

the Ugly



The Good

• Built into the contract

• A few, measurable, effective KPIs

• Appropriate to the product or service

• Regular reviews and early intervention

• Consistent practice across the organisation

• Foster a collaborative relationship

• Expect ideas for improvement

• Act on constructive criticism

17

Good Planning and Continuous Improvement

• Try to implement after the contract is signed

• Try to measure everything

• “One cap fits all” approach

• Allow small issues to become problems

• Everybody has their own approach

• Master-slave relationship

• Price management

• Ask for ideas, then ignore them

The Bad (and the Ugly)
Reactive and autocratic



Who should be responsible for Contract Management?

❑ Procurement?

❑ User departments?

❑ Dedicated contract management staff?

❑ Legal?

❑ Senior management?

18

Some, or all of the above
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Achieving 

results 

through a 

varied
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“Over the life of a contract more value comes from proactive 
relationship management than from price negotiation”

How important is this 

contract to our 

organisation?

Who should own the 

contract management 

process?

What are the critical 

factors for success?

Key Questions…



Selecting the right approach

Influencing factors

▪ Critical success dependency

▪ Number and complexity of KPIs

▪ Project time limitations 

▪ Hierarchy of involvement

▪ Frequency of review

▪ Escalation path

21

Review 

Process

HierarchyFrequency

-

+-

+



Critical success factors (Krajic)

Monetary value (Y)

▪ Revenue

▪ Profitability

▪ Cost management

Importance (X)

▪ Client obligations

▪ Risk

▪ Speed to market

▪ Product/service differentiation

▪ Customer acceptance 
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Y

X



Segmentation

23
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“By failing to plan, 

we plan to fail…”

Contract 

Management 

tools & systems

Sufficient people 

resources
Key relationships

Invest in Contract Management…



Summary

▪ Benefits of Contract Management are not generally understood

▪ Few organisations do it effectively

▪ Consider how the contract will be managed early in the 

procurement cycle

▪ Make continuous improvement a requirement of all contracts

▪ Have a defined Contract Management process and standards

▪ Ensure clarity of responsibility for Contract Management

▪ Segment suppliers according to their importance

▪ Manage each supply relationship appropriately

▪ Focus on a small number of key performance measures

▪ Invest in Contract Management!
25



Thank you


