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Executive Summary 
 
Procurement and Legal pursue a common goal of improving the overall 

health of their company. However, their specific contribution to company 

objectives is different and often drives them down divergent paths.  

Procurement has traditionally been focused on bottom line cost savings 

and mitigating supply risk, while Legal has sought to protect business 

assets and to ensure regulatory and jurisdictional compliance.  This 

paper outlines today’s environment for Procurement and Legal 

relationships and the direction of change. 
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 A key ingredient; technology  

 

The report proposes a way forward for collaboration between 

the two disciplines. 

 

“My goal is clear”, stated one General Counsel. “I want to 

reduce the time that my team spends on Procurement support, 

but significantly increase the value and impact when we do 

spend time. We will only achieve this goal by working together 

in a spirit of collaboration and shared objectives.” 
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Introduction 
 

Procurement and Legal pursue a common goal of improving the overall health of their 

company. However, their specific contribution to company objectives is different and often 

drives them down divergent paths.  Procurement has traditionally been focused on bottom 

line cost savings and mitigating supply risk, while Legal has sought to protect business 

assets and to ensure regulatory and jurisdictional compliance.  The common intersection is 

Contract Management – the one function within an enterprise where both organizations play 

a critical role and where, increasingly, their collaboration can have a profound impact.   

In the past, companies paid far less attention to procurement contracts than they did to sales 

or distribution agreements. Several factors have now combined to alter that emphasis. The 

risk, the complexity and the scale of reliance on supply 

relationships has elevated the importance of contracting and 

created a heavy dependence on a shared vision and 

collaboration between Procurement and Legal.  Also critical is a 

common mandate or executive voice defining the objective and 

driving the process forward.  Without either of these, the 

mismatch in goals and strategies (and therefore priorities) 

between these organizations persists, resulting in slow progress 

and exposing the company to substantial risk and profit erosion.  An example of this is that 

organizational ownership of contracts often becomes an issue and the resultant 'power play' 

does not fix the underlying problems, it merely relocates them. A consequence is poorly 

performing contracts – as recently highlighted by an editorial in the Financial Times, which 

observed that organizations need to be “smarter about how they bargain over contracts, 

especially those where quality of service is as important as price. (They) often sign up for 

deals merely on the grounds that they save money. They also need to be more savvy about 

monitoring subsequent performance”. 

This paper outlines today’s environment for Procurement and Legal relationships and the 

direction of change.  

 

Pressure from the market 
 

The law – and by extension the legal profession – is often viewed as conservative in its 

reaction to change. In the eyes of many, it has been slow to adjust to shifts in the business 

environment, examples being global markets, complex supply networks and new 

technologies. 

Yet closer examination shows that law departments are mostly well aware of the challenges 

they face. They recognize the need to re-appraise how their services are delivered, but more 

fundamentally what those services must include. The legal function – and to some extent 

external law firms – are moving to the forefront of the change agenda. Innovation is 

increasingly evident, as lawyers lead the charge to streamline their role and to re-shape key 

relationships and interactions. One example of this is the relationship with their colleagues in 

the supply management organization – which is itself under sustained pressure to deliver 

more value and to improve its contribution to the risk agenda.  

Just 5 years ago, according to an IACCM survey conducted at that time, Legal and 

Procurement had little respect for each other. Over 70% expressed dissatisfaction with the 

attitudes or competence of the other. In a more recent survey, they express a growing sense 

of interdependence and this dissatisfaction, while still a problem, has reduced to 48%. What 

has changed and how will their relationship develop over the coming years? 

 
 

“We have to be 
unreasonable in our 
terms and conditions 
because we have so 
little confidence in our 
procurement processes” 
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In the Fall of 2013, IACCM assembled a group of leaders from Procurement and Legal, 

representing an array of large international corporations. The purpose was to explore a 

growing interest shown by both functions in contract management and to test whether their 

approaches have synergies, or are creating conflict. 

Conversation quickly confirmed that the antipathy is rapidly diminishing. Faced by a growing 

concern over supply risk and regulation, they are increasingly compelled to work together. 

Both need to raise efficiency, which means they must control the extent of review and 

approval, re-think empowerment and responsibilities. And they also need to ensure greater 

effectiveness – protecting more effectively against risk, but also raising the quality of 

outcomes, the delivery of business value through savings, innovation and continuous 

improvement.  

These imperatives can be achieved only by increased teaming between professionals and 

experts and by the adoption of new models in template design, contract standards, process 

and systems. But as our roundtable confirmed, confidence is in short supply. One Deputy 

General Counsel expressed it this way: “We have to be unreasonable in our terms and 

conditions because we have so little confidence in our internal processes”. 

It is clear that such a view is not sustainable and this paper examines how the relationship 

between Legal and Procurement is developing, especially with regard to the way they handle 

contract management.  

 
 

Improvement proves challenging 
 

As discussions progressed, it became clear that most organizations are struggling to improve 

their contract and commercial processes at the speed they would like. There are 

many issues - for example, the timing of engagement, who to involve in review, provision of 

the right contract structures and templates, authorities to negotiate and oversight of 

performance and change. Overall, those responsible for contracts fear that risks are ‘just 

waiting to happen’. 

Yet despite that fear, change and improvement are at best incremental. Until something goes 

badly wrong, it is hard to gain executive attention and even harder to generate the 

investment needed to make substantive progress. Neither Legal nor Procurement has 

undertaken a serious effort to analyze the cost of poor contracting. This is reflected in an 

approach that remains largely tactical and transactional, as well as the limited progress in 

areas such as ‘big data’ and analytics or the adoption of the leading edge technologies that 

can streamline the contracting process. Indeed, for many, it is clear that an integrated 

approach to ‘contract lifecycle management’ remains little more than a concept. For example, 

while 94% of Legal and Procurement managers see ‘actionable analytics’ as important, only 

14% feel that their organization has made significant progress in this field. 

To what extent are these issues important? Roundtable participants confirmed the views 

established through IACCM research – that is, failure to improve contract management 

Innovative legal & procurement groups are: 
 

- Developing risk-based templates and evaluation tools 
- Supporting emergence of industry standard terms 
- Focusing on governance and performance management 
- Leading initiatives to train and inform contract management skills 
- (including a focus on aspects of governance and performance, contract design and 

the incorporation of contract management into the law school agenda) 
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capability and process generates real risks and lost value. Without decisive action, the 

survey revealed that growing complexity and regulation are having serious negative impacts: 

 

 
 

Looking beyond today’s process 
 

However, this is not the case everywhere. A few organizations are achieving a new vision for 

their contracts and commercial process and teams. This is being achieved because they look 

beyond today’s process, rather than at it. They have grasped the need to illustrate and 

describe the purpose of contracting excellence and the many benefits that improvements can 

deliver. This requires selling the vision to executive management in terms that appeal to 

them. 

These conversations do not always focus on how to better control or mitigate risks (though in 

specific industries, such as banking and financial services, this is very much the focus). Often, 

there is a shared interest in achieving business value through improved supply relationships 

that drive bottom-line performance. A small but growing number of Procurement and Legal 

groups are projecting beyond mere process improvement and calculating the scale of 

financial benefit that can be achieved. Examples are through accelerated decision-making, 

avoidance of repetitive errors, improved recovery from claims or change management, 

enhanced performance oversight and improved definition of scope or service levels. 

Together, these initiatives generate many millions of dollars in savings or revenue 

improvements. Right now, there are IACCM member companies where investment in 

contract and commercial management is quite simply not an issue – because these groups 

are delivering measurable bottom-line contributions of several hundred million dollars a year. 

However, for most roundtable attendees, such progress represents a vision rather than a 

reality.  

“Understanding the scope of what we can standardize is the key”, explained one Deputy 

General Counsel. “In the past, we tended to provide Procurement with ‘one size fits all’ 

contract models, partly because we didn’t feel there was a need for greater flexibility and 

partly because – to be honest – we had little confidence that Procurement had the skills to 

manage it.” 

Today’s business environment has expanded the types of supply relationship. There has 

been dramatic growth in the volume and value of services and solutions contracts, where 

success is dependent on longer-term outputs or outcomes and issues such as governance 

and performance management become critical.  

 

 

 

 

 

 

82% 
• Negatively impacting cycle times 

71% 
• Negatively impacting the quality of decisions 

63% 
• Negatively impacting the value achieved from trading relationships  
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From ‘inputs’ to ‘outputs and outcomes’: markets 
are maturing 
 
 

 
 
 
 

In many organizations, this is leading to a more coherent approach to the design of contract 

models and terms, generating a structured portfolio of agreement and relationship types, 

eliminating unnecessary variations, but streamlining the process for agreeing term alternates.  

“Global framework agreements are becoming the norm”, stated a senior counsel from the 

finance industry. “But we have to understand their limitations. Some suppliers still lack the 

structure to contract this way, in other cases they may generate too much difficulty in 

estimating potential losses. If we want healthy and sustainable relationships, we have to be 

adaptive to circumstances.” 

 

A portfolio of agreements 
 

By working together to better understand the supply market, Legal and Procurement can 

develop a portfolio of agreements and term templates that support a variety of acquisition 

and relationship types. However, this still leaves the issues of the process, skills and systems 

through which those terms are deployed. Another Deputy General 

Counsel – this time from the mining sector – expressed it this way: “I 

think we are reasonably aligned and it has been pleasing as I travel 

around our organization to hear how much Procurement folks value 

Legal.  We have been on a journey in improving and growing this 

relationship.  Our internal issue is more around whether we have the 

right people doing the right work and the tension that arises where 

this is not the case …… where we have a team (or teams) with 

conflicting priorities to ensuring that their sourcing outcomes are 

ultimately reflected in contracts that do not have fatal flaws, or flaws 

that lead to conflict (missing key terms, conflicting terms, unclear terms and scopes 

etc.).  Sounds odd, however some people misinterpret a business’s willingness to take on 

more risk (and speed) to meaning we don’t need to worry about quality contracts”. 

 
 
 
 
 
 
 
 
  

Customer responsible for outcomes 

Supplier at risk for outcomes 

 80s/90s Late ‘90s Today 

“Some people 
misinterpret a 
business’s 
willingness to take 
on more risk (and 
speed) to meaning 
we don’t need to 
worry about quality 

contracts”. 

Shared risk for outcomes 
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Building confidence 
 

There is broad agreement that Procurement must take steps to raise Legal confidence in 

their role and competence. The head of indirect procurement at one Global 50 corporation 

explained: “We have built confidence among our lawyers by documenting and reporting what 

we are doing, demonstrating repeatable and reliable processes. We can show the value that 

is being achieved from greater empowerment and we made sure we engaged the lawyers to 

train our people”. 

In another case, team building occurred as a result of joint planning sessions. “We had 

struggled with endless politics – arguments over encroaching on turf”, explained a 

Procurement executive. Senior management established a project to explore ‘creativity in 

contracting’ – an opportunity for senior members of the legal and procurement team to come 

together and work on a shared initiative that would demonstrate their respective 

competence”. Their agenda included: 

 how do we engage with more reliable suppliers (reduce risk probability)? 

 how do we get greater value from our negotiations (trade-off)? 

 how do we introduce better terms to drive performance? 

 what tools could guide the business to the right relationship, alert the right people for 

review, ensure terms are complete and consistent? 

Many in both Legal and Procurement feel that there is a disconnect between business 

management and risk management. The contract is often the tool through which this gap can 

either be closed or protected. But even if processes are well defined and Procurement skills 

are developed, the speed and volatility of today’s business still result in exposures. “The truth 

is that the business units will always have a substantial role in our contracting. We frequently 

rely on them for detailed requirements, they influence supplier selection and they play a key 

role in day to day supplier management – often including not only performance management, 

but also the handling of claims and changes or amendments”, observed a Procurement 

Director from the oil and gas sector.  

 

A Key Ingredient: Technology 
 

This reality check – together with the critical importance of improved contract management – 

led participants to agree on the fundamental role that technology must play. However, they 

were unified in a belief that “we need a vision that goes beyond what we already have”. 

Automation is about much more than improving cycle-time and efficiency – but the absence 

of baseline data often makes it difficult to build a compelling business case. In the end, Legal 

and Procurement must work together to ensure a coherent contracting process that is built 

around appropriate templates, jointly developed playbooks, investment in skills, well defined 

operational procedures and systems that are “adopted and adapted to improve insight to 

spend and compliance, to safeguard negotiated savings and to offer visibility into the primary 

issues of missed opportunities or value erosion”. 

 

“My goal is clear”, stated one General Counsel. “I want to reduce the time that my team 

spends on Procurement support, but significantly increase the value and impact when we do 

spend time. We will only achieve this goal by working together in a spirit of collaboration and 

shared objectives.” 
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About IACCM 
 
IACCM are Leaders in Value-Driven Trading Relationships: We’re a non-profit association 
helping organizations around the globe realize value from their trading relationships by 
providing leading research, supporting innovation and offering guidance to our members. 

 
Our membership is over 30,000 strong and uniquely represents both the buy- and sell-side: 
Procurement/Sourcing, Contracting, Commercial and Legal professionals from over 10,000 
organizations across 154 countries. 
 
IACCM equips members to achieve long-term value for competitiveness in a global economy 
by: 

- Improving contract performance and reducing value leakage 
- Realizing better balance between risk and opportunity 
- Simplifying the contracts and commercial process 
- Advancing post award contract governance and (supplier) relationship management 

practices 
 
Visit www.iaccm.com for more information on our learning and certification programs, 
research, advisory, events and networking offerings as part of your IACCM membership. 
 
 

IACCM Supplier Relationship Management Program 

This pioneering program equips practitioners with the skills and knowledge they need to 

implement SRM practices effectively within their organizations. Completion of the program 

leads to individual certification and a 'license to practise SRM'. 

Relationship management requires a blend of technical capabilities - for example, in process 

and organizational design, and structuring of appropriate contracts and future-facing 

measurement systems - and key behavioral competencies such as communication, 

influencing and trust building. 

Participants of this e-learning program will learn how to: 

 

 Prepare convincing SRM business cases 

 Design an effective governance structure 

 Create and implement a communications plan 

 Engage key stakeholders and supplier executives 

 Develop metrics that drive successful behaviors 

 Encourage positive approaches to change 

 Collaborate with strategic partners 

 Devise appropriate contractual arrangements 

 Track and report SRM benefits 

 Resolve conflicts and issues collaboratively 

  

http://www.iaccm.com/
http://www.iaccm.com/
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Supplier Relationship Management (SRM) 
Certification Levels 
 
 

SRM Associate (SRMA) is for those who act as the 

routine contact point between their company and supplier. 

They are likely to be new in the role, and may have come 

from a procurement or contracts background. No 

experience required. 

 

SRM Practitioner (SRMP) is for those who have 

managed suppliers in a formal SRM role for two or more 

years, and who support the development of supplier 

contracts, targets and selection methodology. 

 
 

SRM Expert (SRME) is open to those who direct and 

inform policies and procedures with the strategic supply 

chain and senior levels of management within both 

organizations. They have excellent commercial skills 

and provide direction and mentoring for individuals in 

their team. They are likely to have performed at the practitioner level and been in SRM 

related roles for 5 or more years. 

 

 

For more information on IACCM’s SRM Program: 
 

www.iaccm.com/training/online-learning-programs/  
 

http://www.iaccm.com/training/online-learning-programs/

