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Introduction
For much of the last decade, we have been fond of
stating that procurement has been the fastest growing
profession in Australia. And with some strong evidence to
back up such a stark claim too..
Yet, we cannot rest on our laurels.. so how do we
ensure that procurement remains a growth industry
in a changing world? What will keep us relevant? Keep
our profession expanding? Allow us to do more, and to
contribute more?
This is an especially important question in Australia, as we
are a service based economy – with 70% GNP generated
from services. Which means our spend-profile is largely
INDIRECT and often non-strategic in nature. Applying
strategic procurement to non-strategic spend has limits.
So, ultimately, with INDIRECT expenditure – savings tend
to zero over time.
Consequently, procurement has to do more (and be seen
to do more) than just ‘make savings.’ Our stakeholders
have to see that we can make a real difference – not just
at the outset, but a lasting difference.
More mature procurement teams have gradually begun
to win stakeholders onside. They are increasingly
accepting that the Procurement contribution can be
meaningful. Yet we have conditioned everyone, including
ourselves, to believe that strategic procurement looks
like UPSTREAM effort. In the form of being proactive,
and getting involved as early as possible in the purchase
decision curve.
But, also, we have known for some time, that VALUE
comes from Procurement input, both UPSTREAM and
DOWNSTREAM of the purchase decision. This is where
we are tested. Where the rubber hits the road. When the
business case is realised, and utility garnered – or not.
And where deals can become unraveled.
Contract management, and supplier relationship
management (SRM) have too often been left to the
business to manage in the past. And they haven’t done
such a great job. Sadly everyone has some familiarity with
late deliveries, extra costs, sloppy service, patchy quality,
overruns and blow-outs.

Too often, the benefits spelt out in the business case
before purchase are not fully realised. Good contract
management is the key to making this happen in future.
We cannot ‘fire n forget’ contracts. Complex delivery
needs proactive hands-on management. Especially for
DIRECT supply lines, long term critical service contracts or
major capital works projects. Where big money is spent.
Where our business relies on external support.
Tim Cummins, the CEO of IACCM, has been pointing this
out to his growing readership for some time. Explaining
the virtues of good contract management, But also
the growing necessity of it. His blogs have attracted an
increasingly large following, especially in recent times. In
this eBook we share 10 of his blogs which gives a flavour
of his views – that good contract management is essential
for good business in future.
Of course, few organisations actually have a dedicated
and resourced ‘Contract Management Department.’
Which brings a new, real, opportunity for professional
procurement. A way to build ongoing relevance and
lasting benefits. To manage through the benefits we saw
in the business case, and negotiated into the deal.
If we do this well, procurement has found a new way
to make a telling contribution to the organisation –
and contract management becomes the new black for
procurement perhaps? Of course, contract automation
can help you free up the time to become more strategic
downstream as well as upstream. And Open Windows
has been at the forefront of contract management
automation for over twenty years.
We look forward to hearing from you,
Warm regards,

Jonathan Dutton
Interim Sales & Marketing Director
Open Windows Software
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PART 1

Contract Management: The new
opportunity for strategic procurement?
Several months ago, I was talking with a friend who is CEO of a mid-size software
company – let’s call it Company X. She had been working with the marketing group
at a large corporation and they were excited by the functionality that her product
offered. The IT organisation were also supportive because of its ease of integration
and use. Both could see significant financial benefits when compared to competitive
offerings.
The problem was that Procurement had already started a bid process and Company
X was late to the game. Their sales team – despite the internal support from
Marketing and IT – had failed to gain Procurement support for either including them
in the bid, or putting the process on hold. In frustration, my friend decided that she
would personally call the responsible Procurement manager. After several minutes of
conversation, she felt compelled to ask: “Which matters more to you – getting value
and the best solution for your company, or complying with the process?” Without
hesitation, the reply was: “Complying with the process”.
It is attitudes like this – and the blind adherence to rules – that helps account for
the findings published recently by the Chartered Institute of Purchasing that ‘Three
quarters of IT chiefs believe Procurement hinders rather than helps”. Perhaps
indicating the depth of the problem, the article fails to question why such attitudes
prevail and what Procurement should do differently. Instead, it focuses on the
risk that this non-compliant behaviour is creating – in other words, the problem is
entirely with the executives and their attitude.
To me, the interesting point is that the remaining 22% of those IT chiefs presumably
think that Procurement brings them value. So what are those 22% doing differently?
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I bet it is not that the IT chiefs who are mindlessly subservient; it is more likely that
they have procurement staff who are better integrated with their function and
support the demanding business goals that are today imposed on IT excutives. They
are active in aligning business value and needs with market capabilities; they achieve
compliance because people want to engage them.
I feel that talented procurement professionals are being badly let down by those
who call for ‘licensed practitioners’ to be imposed on the business. It undermines
their skills and contribution to imply that the only way Procurement can gain status
is through diktat. It overlooks the fact that business functions are servants to the
business, not its master. They are responsible for offering the services and support
that merit inclusion and involvement in decision-making.
Within every business, processes are essential to ensure underlying controls and
efficiency. But they represent a platform – and a key aspect of professionalism is
to exercise judgment in their application. We must understand not only the rules,
but also their implications and impacts in specific situations. The mark of true
professionalism is therefore to know when it is appropriate to deviate from the rules
(or to challenge and change them) and how to manage the consequences.
Today’s focus on business value means that we must all be ready to question what
we are doing and how we do it. If three quarters of your clients feel you are hindering
their work, I suggest it is time to rethink what you are doing – not to turn around and
blame them for avoiding you.
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PART 2

Will the 4 C’s of Procurement be
replaced by the 4 R’s of business?
Every parent must at some time look at their child and wonder “What will you
do when you grow up?” Today, it is perhaps harder than ever to predict or offer
guidance. Jobs that once seemed safe and secure are increasingly under pressure or
disappearing; at the same time, new roles are emerging – a recent report suggested
that 15% of the jobs in London today did not exist 15 years ago.
Yesterday I presented at the PASA conference in Melbourne, Australia. My topic was
‘Is the world of Procurement disappearing?’ And my answer was in many respects yes
– because the role and its potential value are changing fast. I suggested that all the ‘C’
words that have been associated with the function (control, compliance, categories,
commoditisation, cost) are becoming supplanted by higher value issues that have
much greater appeal to top management – for example, ‘the 4 R’s’ of reputation,
relationships, risk and return.
Underlying the challenge for all workers today is the relentless rise of networked and
digital technology. ‘On-demand knowledge’ means that simply knowing things or
performing process steps has limited value. I made clear that this challenge is universal
– one has only to follow the debate in other professions to appreciate that they are all
insecure and that roles which perform tasks or offer general advice are disappearing
– no one will be willing to fund them. Doctors, lawyers, accountants – many of the
services they provide can be performed faster and more accurately on-line.
So the important question is ‘what’s left?’ And it seems to me there are two fields on
which we can focus. Both are related to the management of the changes going on
around us – one being to deal with the complex and innovative possibilities created
by our changing world and the other to establish and maintain the framework that
enables the performance of others.
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Organisations survive if they establish competitive advantage. While product
differentiation is important, it is relatively hard to sustain. Therefore it must be
accompanied by commercial differentiation – the ability to deliver things that others
cannot do, or to deliver them more reliably and at lower total cost. At one end of
the scale, this may mean highly complex and innovative projects which demand
exceptional judgment, teamwork, ingenuity. At the other end, it would be represented
by agile and efficient standardisation to support mass production of goods or services –
demanding replicable yet adaptive processes where human operatives are empowered
to be highly self-sufficient.

control
compliance
categories
commoditisation
cost

So where does Procurement play in all of this? My suggestion is that businesses will
soon stop thinking about ‘buying’ and ‘selling’ as opposites and will instead start to
see them as integrated activities that depend on an ability to coordinate a portfolio
of trading relationships that deliver organisational goals. In other words, there will
be a specialist group that oversees the capabilities associated with implementing
commercial strategies. They will focus on the portfolio of required relationships and
the mechanisms through which these are transacted and performance is overseen.
For today’s Procurement practitioners, as with other professionals, their underlying
knowledge will be assumed. Value will come from their skills in leadership, influencing,
creativity, judgment and coordination. They will engage either in supporting high
risk projects developing innovative and demanding solutions (for example, major
capital projects or transformational service delivery); or they will be developing and
maintaining the tools and systems that perform the roles of today’s procurement
practitioners.
Their measures will no longer be based on the divisive formula of today (compliance
and cost), but instead on their contribution to revenue and reputation.
Forming and managing trading relationships lies at the very heart of human
development and economic wealth – so a role in this field will continue to offer
tremendous opportunities. But it must be as an enabler of performance, not as a
constraint. So what advice should you offer your children? I think quite simply, they
must always focus on roles that deliver value and benefit to others and which draw on
their ability to make good judgments, to be creative and to be energised by innovation
and change. Hopefully, we can ourselves exhibit those characteristics and prepare
them to take advantage of the volatile, uncertain environment they will inevitably face.
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PART 3

What’s more important for you: contract
management or contract integration?
Category management is now a widespread approach within supply management.
For some, it is about aggregation of spend and achieving lower prices. For others, it is
about increasing the expertise and value delivered by their procurement function. As
with so many initiatives, it is often hard to tell what precise benefits have resulted.
One concern that is often expressed is whether a category approach limits
perspectives and creates a narrow focus. In this context, I was interested in a
conversation today with a team from a company called New Information Paradigms
(NIP). One of their projects contained the term ‘category leadership’, which they
defined as ‘aligning capabilities through relationship assets’. The project had involved
collaboration across a portfolio of suppliers, in which they had worked together to
identify efficiencies and deliver savings to their customer. For example, they explored
opportunities to align transportation and warehousing – even, in a few instances, to
switch product lines.
The NIP approach had caused organisations to explore their relationship as a potential
asset and to examine their mutual partnering capabilities. It led to key questions, such
as:
•

are we both prepared to adjust the way we do business to better align
processes?

•

how well do we share and manage information as a joint resource?

•

how well do we understand relationship risks?

•

how well are we leveraging the relationship asset to do business in a new way,
to innovate and to protect or grow mutual value?

It strikes me that there is a further step in this approach – and that is to achieve
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‘category integration’, where there are specific initiatives to develop collaboration
across inter-dependent supply networks and to establish opportunities to optimise
performance. We see this to some extent in approaches to relational contracting,
where facilitated workshops establish common procedures, discuss relationship risks
and generate a shared commitment to continuous improvement.
My belief is that category management in isolation delivers limited benefits. As with
any segmentation, it needs approaches that offer incentives for integration and
cooperation.
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PART 4

What does a Commercial Manager do?
Imprecision, uncertainty, major differences of opinion – these are the types of
situations that a commercial manager relishes because they represent an opportunity
to exercise judgment, to develop creative ideas, to deliver innovation and value.
In many respects, commercial management is the antithesis of compliance
management. Of course a commercial manager must be aware of standards and
policies, but they view these as a framework that must be understood to support
evaluation of the impact of potential deviation or change.
There is a big gap today between the executive management view of commercial skills
and contribution and the view of many who have a commercial management job title.
Far too many commercial managers are actually closet compliance experts – skilled
at identifying problems and possible exposures, rather than seeing opportunity and
creating viable solutions. Unfortunately, many have come from functional backgrounds
that offered no background or training in the real meaning or attributes of commercial
management.
I see evidence of this in many situations. For example, IACCM’s Expert-level
accreditation requires completion of a complex case study, which involves multiple
stakeholders and some significant risks. Most candidates are very good at spotting
risks; they then tend to think in terms of ‘the rules’ and their enforcement. This
approach is almost certainly doomed to failure – alienating key stakeholders, ensuring
confrontation with their trading partner, unlikely to win management support. These
case study inputs generally miss the creative opportunities that could transform
relationships and generate a positive, non-confrontational outcome.
Similar evidence comes from our frequent round-table discussion groups. The general
reaction to situations where there is uncertainty or ambiguity is to be dismissive,
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to perceive the market requirement as unreasonable and ‘risky’. A conversation
yesterday about the UK’s Social Value legislation was a good example. Rather than
seeing an opportunity to create differentiated offerings, the core reaction was that
this legislation is too vague, too difficult to interpret and unlikely to lead to any
benefit.
Good commercial managers need a sense of realism. Certainly they must not be
caught up in the over-optimism that often permeates sales teams and the top
executives. But that does not mean they should move to the other extreme and
operate as cynics or pessimists. Commercial management is about taking a balanced
view and finding solutions that support executive optimism.
In a conversation yesterday, I summed up the key attribute of commercial
management as ‘informed inspiration’. If the commercial community is to flourish,
they must recognise that markets today are surrounded by imprecision, by
uncertainty, and by ambiguity. They must embrace these conditions as providing
remarkable opportunity for innovation and new ideas that address the risks and
provide competitive advantage.
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What makes a good
Commercial Manager?
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PART 5

Contract & Commercial Management:
Trends evident from 2015
No matter where you look, the need for greater competence in contract and
commercial management is obvious. Whether it is through the comments of leading
business publications or the statements of top management and politicians, the days
when these disciplines were either ignored or pushed into the background are fast
coming to a close.
The Economist, the Financial Times, the Wall Street Journal, McKinsey, E&Y,
KPMG, Deloitte, PwC – the list goes on and on. Each of them, at different times
and in different ways, has highlighted the critical role of commercial and contract
management skills in assessing markets, defining capabilities, establishing
commitments and overseeing performance. It is not hard to see why: 2015 has
witnessed continued trends towards a world defined by outcomes and outputs, an
environment where reputation matters, where non-compliance carries a heavy cost –
while failure to innovate and change brings decline and eventual collapse.
New businesses are being built through the economy of ideas and commercial
innovation. Emerging markets are awakening to their urgent need for the contract and
commercial skills needed to flourish on the world stage. Yet the leading economies
are recognising the same issue, as they seek to promote the growth of small and
medium businesses and to redefine delivery of public services through contracted
relationships.
All this comes together in highlighting the shortage of relevant skills. It is
revealing the absence of trained personnel and the fact that ‘commercial staff’
(lawyers, procurement, contract management, finance) are far too limited in their
understanding or empathy with commercial issues. There has been a growing urgency
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in addressing these issues of organisational and individual competence.
For IACCM, the only Association focused in these combined fields, it has been a
remarkable year. The confluence of trends has been met with the launch of the
Journal of Strategic Contracting & Negotiation (JSCAN), the first ever academic
publication in this field; it has seen the running of two ‘Massive Open Online Courses’
(MOOCS), attracting almost 40,000 students; it has been supported by the growth
and enhancement of IACCM’s learning programs and training syllabus, as well as the
Association’s continued entry into global markets, with participation now from more
than 160 countries.
What this year has shown us is that there are remarkable opportunities for individuals
and organisations that excel in their contract and commercial skills. IACCM’s industry
studies clearly show that investment in these areas delivers a substantial return –
financial, reputational and in the management of change. My next blog – 2016: A
Year In Prospect – will explore the implications for the year ahead.
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PART 6

The challenge facing procurement in 2016
A new year, but continued pressure to deliver savings.
That statement summarises where many Procurement groups find themselves as we
enter 2016. So to the casual observer, nothing has changed.
Yet they would be wrong, because the expectations of top management in both public
and private sector are shifting fast. They want supply chains that deliver sustained
improvements in cost, quality and innovation, supporting flexible, market-oriented
operational capabilities. And those attributes will not be achieved through traditional,
supplier-focused demands for price reductions.
2016 will see continued erosion of old-style Procurement and growth of the skills
and methods needed to manage category segments and integrated supply networks.
Input-based acquisition will be replaced by effective commissioning and management
of outputs and outcomes. “Procurement” will steadily shift from being a functional
activity into an organisational competence.
So what is left?
The future – far from looking bleak – is simply different. It demands greater
understanding of markets, closer integration of customer / supplier operations and
shared commitments to performance. Those characteristics will be delivered through
the adoption of contract management and supplier relationship management
techniques, underpinned by heightened levels of commercial awareness.
To meet the challenges of 2016 and beyond, procurement must move from its narrow
focus on short term savings. Practitioners of the future will exhibit cross-functional
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Future Outlook

knowledge and stakeholder understanding, to ensure that savings are achieved
throughout the lifecycle of a supply relationship and that they supplement – rather
than undermine – the achievement of business value.
Perhaps the big question in all of this is whether these new attributes can ever
emerge while Procurement reports to the CFO. The short-termism of financial
thinking, combined with its limited understanding of business relationships and
ethics, far too often drives destructive behavior by Procurement. The growing
importance of overall supply management demands a shift in thinking and
measurements – implying that an escape from the umbrella of Finance is a critical
need.
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PART 7

Procurement integrity what does it mean?
Without fundamental change to its goals and purpose, can the typical procurement
function really contribute to business integrity?
One of the largest procurement associations has defined member responsibilities in
the following way:
1. Enhance and protect the standing of the profession by being ethical and having
integrity in all business relationships
2. Promote the eradication of unethical business practices such as infringing
human rights, fraud and corruption
On the surface, these are noble aims – yet are they actually effective or relevant? To
what extent are current procurement practices (and associated training) undermining
the very values that lie at the heart of these responsibilities?
I write this because the common experience of most suppliers remains that
Procurement practitioners are focused almost entirely on price negotiation and
obtaining ‘savings’ – far too often with no regard to the impact this will have on quality
and, I regret to say, integrity. I don’t question the ethics of those professionals – but
I do question the judgment of organisations that measure success in such narrow
terms. I also question procurement leadership that accepts such measures and does
not challenge top management (especially the CFO) to monitor value achieved, not
theoretical savings.
What needs to be different? First, it is the integrity of the supply base that should be
of greatest concern to the procurement function. Having responsibility for personal
integrity is surely a given; it is assessing and validating a supplier’s integrity and
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honesty that really matters in generating business results and protecting reputation.
Far too often, this does not happen – and hence the concerns about human rights,
fraud and corruption.
Second, and more fundamentally, seeking to maximise discount and minimise price
is quite simply not compatible with the defined responsibilities. It drives unethical
behavior; it favors the dishonest supplier; it encourages short-cuts and bullying in
the supply chain. We see evidence of this time and again, especially in low-margin or
price driven industries – for example retail, construction and the public sector. Stories
such as the Taiwanese earthquake and buildings constructed with oil cans illustrate
the human cost that comes with such practices.
Procurement and supply chain management are critical activities for the success of
business and should indeed be major contributors to the delivery of ethics and value.
But for this to have meaning, I suggest that practitioners must challenge the way they
are trained and measured and re-think the role they play in developing and managing
trading relationships.
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PART 8

Transaction or relationships - what does
the future hold?
Almost 60% of contract practitioners expect contracts to become more ‘relational’ and
less ‘transactional’ in the next few years. That’s according to the results of a worldwide
survey on ‘The Future of Contracting’ that IACCM has been conducting since last
November.
Why do they feel that this is the way forward? The answers vary, as do the
motivations, but key factors include:

For buyers, there are various pressures suggesting that transactional behavior
is no longer a good idea. Since the late 1990’s, Procurement has focused on
driving down prices at the expense of relationships. Supplier loyalty was a
thing of the past. However, that approach carries risks and longer-term costs.
The loss of supplier loyalty is one example. The difficulty of overseeing quality
and performance is another – and this is especially the case in an area such as
regulatory compliance. Frequent supplier switching also carries direct costs in
administration and management, which can undermine the savings from a lower
price or charge.

For suppliers, there is generally little attraction in transactional business.
Certainly in the b2b environment, it is disruptive, makes planning hard and
is linked to commodity pricing. So the transactional pressures from buyers
have forced many suppliers to re-think their business model, to seek ways to
differentiate and bring added value. An example of this is a readiness to accept
more risk, to take greater responsibility for outputs or outcomes.
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Together, these factors have been reflected in the steady shift from pure product
sales to an increasing volume of packaged solutions or services (indicated in the
growth of indirect procurement and the percentage of world trade in services).
However, this growth has exposed real weaknesses in ‘relationship management’,
until now a rather woolly, sales-led activity.
Hence the scale of interest now in ‘relational contracting’. There are many myths
about relational contracts, top among them being that it introduces a ‘softness’ to
the contract that creates legal doubt or threatens enforceability.
The reality is very different. Relational contracts are fully recognized by the courts
and subject to a growing body of case law and precedent. It isn’t vast – but that
is because relational agreements are less likely to fail and lead to litigation. And
in a business context, they actually reduce doubt by creating greater discipline
and clarity in the relationship, its governance and performance. They introduce
positive measures rather than relying on negative incentives – in other words,
more control, less need to use the stick!
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PART 9

Why do we spend so much time
negotiating the wrong things?
IACCM has been undertaking a series of industry studies on the values and experiences
of contract negotiators from both a customer and supplier perspective. Our studies are
increasing understanding of the approaches used by the best-performing organisations
and how they are creating a framework that increases the chances of not only reaching
agreement, but also realising long-term value from their trading relationships. It points
to the fact that success is highly dependent on the organisational framework, rather
than the personal skills of a specific negotiator.
Negotiation is supposed to help us reconcile perspectives and interests. A simple
definition is “a formal discussion between people who are trying to reach an
agreement”.
Based on this definition, a high proportion of business-to-business negotiations must
be considered successful. They do indeed reach an agreement – though whether that
agreement was really worth having and whether it actually delivers the benefits the
parties hoped for is, of course, a different matter.
There is a massive amount of research and writing on the topic of negotiation, much
of it highlighting the extent to which value is missed or lost as a result of typical
approaches and behavior. IACCM research has been focused on the practical barriers
and looks beyond the skills of individuals, to examine the broader challenges of
organisational design.
Our findings suggest that most business-to-business negotiations suffer from some
(apparently fatal) defects. Among these are:
•

a lack of coherence

•

unclear goals
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•

rigid rules and standards

•

lack of confidence in capabilities and process

•

inconsistencies of culture or value which negotiators make little effort to
understand

How do these manifest themselves? The findings here are interesting. For example,
negotiators on both sides claim that they value a sense of partnership – yet in most
cases, neither feels the counter-party offers this. Indeed, on digging further, you find
that negotiators are generally not confident about the behavior or performance of
their own organisation, so they are understandably hesitant in what they will commit,
even though they expect full commitment from the other side.
Also, each side looks for ‘responsiveness’ and hopes for a ‘single point of contact,

Be Responsive

empowered to make decisions’. Yet again, they consistently feel this is something
the counter-party lacks or – ironically – if they find a counter-party with these
characteristics, they don’t believe what they are being told!
Flexibility is another key value – but is once more something that each side feels is
missing. They criticise each other for the use of standard agreement templates which

Be Flexible

either reflect the wrong type of relationship or introduce an adversarial focus on legal
and financial risk allocation. Often this is tied to issues of culture and the different
attitudes to risk – yet there is little evidence that the parties seek to explore those
differences and address their respective concerns.
Ultimately, many negotiations suffer from a lack of clear ownership and leadership.
The interests of competing stakeholders make coordination extremely difficult and
the growth of ‘specialism’ is making that increasingly difficult. As a result, negotiations
are often quite fragmented and decision-making may be inconsistent. Desired
characteristics like ‘partnering’ and ‘collaboration’ are lost in the more fundamental
challenges of skepticism, cynicism and absence of trust.
When I was presenting recently to a group of senior supplier relationship managers,
one of them posed the question: “Hands up if you think all suppliers are evil?” Every
hand was raised.
In an environment of growing complexity and increased interdependency, the need
for organisations to work together in relative harmony has never been greater. Right
now, the framework and approaches to negotiation are clearly not helping. Yes, we
reach agreement – but at what ultimate cost and with what loss of opportunity?
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PART 10

Transforming Contract Management in
the UK
The UK government is at the forefront in its recognition of the importance of contract
and commercial management. It is leading many private sector organisations in its
efforts to transform. On March 23rd, the powerful Public Accounts Committee of
the UK Parliament issued its review of progress. Here is IACCM’s perspective on that
report.
“The Public Accounts Committee has rightly identified the need for ‘transforming
contract management’. The challenging environment for delivering high quality and
affordable public services necessitates far greater focus on integrated commercial
competence and contract management capability. The committee highlights
continuing gaps and urges an increased sense of urgency and control.
The scale of change implied by this ambition must not be underestimated. Private
sector organisations face a similar dilemma and in many cases are not demonstrating
great success in their change initiatives. Essentially, today’s business is struggling to
adapt to a networked world in which digitization is now fundamentally disrupting
trading relationships, business capabilities and the terms of trade. Contract
management sits at the nexus of these forces and is transforming from a largely
administrative task to a dynamic role that orchestrates change and makes sense of
market volatility.
In its March 23rd report on the state of contract management in the UK government,
the Public Accounts Committee observes:
“While government has made encouraging progress in some areas, the pace of change
is disappointing. We expect the Cabinet Office to raise its game, be more assertive
and challenge those departments that are lagging behind, as well as supporting
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them where necessary. Given the increasing scale and complexity of government’s
contracts, departments need to focus on the governance, systems and assurance
frameworks around their major contracts, as well as recruiting more commercial
staff. The government also needs to tackle the longstanding problem of a civil service
culture that does not place enough value on commercial expertise. We expect the
Cabinet Office and individual departments to accelerate the pace of change and be
able to demonstrate tangible improvements by the end of this parliament, so that we
see a civil service which is first rate at managing commercial contracts.”
IACCM’s unique experience in this field leads to the following observations.
The issue of assertiveness and challenge is a valid criticism. Contract management is
a pervasive discipline with a myriad of stakeholders and interested parties. It is not
simply about overseeing the performance of a signed agreement; it is essentially
about ensuring that the agreement is fit for purpose. Many government contracts
quite simply are not fit for purpose and there appear to have been limited efforts to
challenge the historic models or their suitability.
When it comes to competence, there have indeed been efforts to assess contract
management capability at a departmental level, but I would suggest that the model
being used is timid and outdated. The assessment framework that has been deployed
is almost 10 years old and it does not reflect the dramatic change in environment
and needs that followed the financial crash and the massive re-think in public service
delivery models. Departments are being tested for their ability to manage the past,
not the future.
Some of the work that has been undertaken on skills is truly world-leading. However,
it needs to move at a faster pace and the tone needs to impart a greater sense of
urgency to individuals. Existing commercial staff will become an impediment to
change if they are not energized and excited about the opportunities ahead and
if they are not engaged in new ways of working that include the requirement to
raise their skills. Too often, contract management is being seen as a sub-element of
Procurement; this is a fundamental mistake and prevents rapid progress.
The Committee is mistaken in its apparent belief that increased recruitment is the
answer and the Cabinet Office is similarly wrong to cite pay as the primary issue.
While selective recruitment will assist, the real problem is a general lack of candidates
with the skills that are needed. Industry is facing a similar challenge because there has
been insufficient investment in these core competencies. Therefore, an urgent focus
on skills development and training is critical, as well as more focus on implementing
tools that will support commercial capability and efficiency.
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Several departments have increased their focus on ‘contract owners’ and their
accountability for driving performance and achieving outcomes. This is an insightful
approach and there has been excellent work in designing and defining the program.
Many of these contract owners are commercially astute and ready to challenge
outdated contract and commercial practices. However, they need greater support
and more opportunities for mentoring.
It is especially interesting to note that, while technology is fundamental in creating
this challenge, there is no mention of it in the report. This is a massive omission and
should be a core focus of any improvement. For example, last week the head of the
US Armed Services Committee concluded that contracting today is so complex that
it demands the application of artificial intelligence. Such vision is a glaring omission
in the report and appears to be absent in a substantive way from the plans of the
Cabinet Office. Without creative use of technology, the task of transformation will
prove overwhelming and it will fail.
In conclusion, contract management transformation demands sustained executive
focus and courage in the vision of what it must become. Given our experience at
IACCM, the scale of change implied by this transformation will be achieved only
through a fully integrated plan led and overseen by powerful executive sponsors.
Right now, while there are some excellent individual initiatives, there is no evidence
of a coherent master plan accompanied by a clear and well-communicated sense
of future mission and purpose. To succeed, transformation demands a spirit of
enthusiasm and excitement over what lies ahead. Instead, there is a real risk that the
move to increase commercial skills and contract management capability becomes
seen as an imposition and a threat.”
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