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introduction
Strategic vendor relationships (which include 

outsourcing, managed or commissioned services, 

large software development or integration projects) are 

notorious for running over time and budget or failing 

completely. This means that if your relationship with your 

vendor has gone off track, you are not alone. 

We have been asked to evaluate hundreds of 

problematic strategic vendor relationships, to help our 

clients rebuild trust and improve performance. The 

early stages of our reviews often show that our clients 

are experiencing typical symptoms and have typical 

questions about them. These include: 

�� The outsourcing service we commissioned isn’t 

HJOPL]PUN�[OL�L_WLJ[LK�ILULÄ[Z��/V^�KV�^L�PKLU[PM`�
the key issues?

��>L»]L�PKLU[PÄLK�[OL�RL`�PZZ\LZ�^P[O�[OL�ZLY]PJL��/V^�
do we go about improving the performance?

��We’ve tried to improve the performance and the 

vendor relationship. Both seemed to improve for a 

^OPSL��I\[�UV^�[OL`»]L�KYVWWLK�VMM�HNHPU��/V^�JHU�^L�
maintain the higher standards we want?

�� Integrating our Oracle and SAP systems is not 

HJOPL]PUN�[OL�ILULÄ[Z�^L�L_WLJ[LK��0[»Z�JVZ[PUN�
ZPNUPÄJHU[S`�TVYL�[OHU�HNYLLK�HUK�PZ�Y\UUPUN�
Z\IZ[HU[PHSS`�V]LY�[OL�HNYLLK�[PTL�MYHTL��/V^�KV�^L�
determine who is responsible and who pays for the 

YLJ[PÄJH[PVU&
��Our vendor has insisted we pay for a large change 

variation in the service deliverables because it insists 

our requirements have changed. Our requirements 

have not changed. The vendor just understands more 

about our expectations now, so they have just been 

JSHYPÄLK��+V�^L�ULLK�[V�WH`�P[&
��We believe we’ve tried everything to get the 

relationship and performance back on track. We’re still 

UV[�NL[[PUN�[OL�ILULÄ[Z�^L�HU[PJPWH[LK�HUK�^L�JHU»[�
see a way forward. Can we get out of this relationship 

safely?

�� The outsourcing service we commissioned has 

failed to achieve its objectives. We believe we’re 

partly responsible because we didn’t manage the 

relationship appropriately, but our vendor has caused 

most of the problems by providing a very poor service. 

We want to pursue a formal claim against them. Is this 

a good idea? What can we do about it?

This list is by no means exhaustive. Some clients 

contact us because they want to exit a poor performing 

YLSH[PVUZOPW��/V^L]LY��PU�TVZ[�JHZLZ��V\Y�JSPLU[Z�ZPTWS`�
want to (a) rebuild the trust in their vendor relationship 

and (b) improve the performance, so the client achieves 

[OL�ILULÄ[Z�P[�VYPNPUHSS`�V\[SPULK�PU�P[Z�I\ZPULZZ�JHZL�HUK�
[OL�]LUKVY�HJOPL]LZ�YLHZVUHISL�THYNPUZ�HUK�JHZO�ÅV^�
for delivering the services.

Business process outsourcing and 

large software integration projects 

are notorious for running over time 

and budget or failing completely

There are a number of practical steps you can take to 

rebuild the relationship and to deliver maximum value 

from it over its lifetime. At the heart of this is building 

commercial trust – both within your organisation and 

between your organisation and the vendor. Commercial 

trust encourages the right behaviours and is an essential 

component of relationships that deliver innovation and 

that successfully adapt to your changing business 

requirements.

This paper outlines the eight key steps you need to go 

through to rebuild your vendor relationship and establish 

commercial trust. It complements our other guides on 

strategic vendor relationships, in particular our paper on 

‘Strategic Vendor Responsibilities’ and our paper entitled 

‘Failed outsourcing relationship? 10 steps to getting out 

safely and quickly’, which outlines the steps you need to 

take if your relationship cannot be repaired.

�������������������������������������
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Poor delivery of outsourced services can cripple your 

organisation.
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8 steps to improve performance, rebuild trust and maximise value

executive summary
If your strategic vendor relationship is failing to deliver your expected business 

outcomes, then you can take some comfort from the fact that you are not alone. 

$FFRUGLQJ�WR�UHVHDUFK�E\�QXPHURXV�RUJDQLVDWLRQV��DQG�%3*·V�H[SHULHQFH�
of hundreds of such arrangements, most outsourcing relationships are not 

correctly aligned – by either the vendor or the client – to drive best value.

7R�UHEXLOG�WKH�WUXVW�LQ�\RXU�UHODWLRQVKLS�DQG�LPSURYH�\RXU�YHQGRU·V�SHUIRUPDQFH��\RX�
QHHG�WR�XQGHUVWDQG�ZKDW�KDV�JRQH�ZURQJ�DQG�ZK\��:KDW�SHUIRUPDQFH�LVVXHV�KDV�\RXU�
YHQGRU�FDXVHG"�,V�LW�DOO�WKHLU�IDXOW�RU�KDV�\RXU�RZQ�WHDP�FRQWULEXWHG�WR�WKH�FKDOOHQJHV�
DQG�SUHYHQWHG�WKH�YHQGRU�IURP�LPSURYLQJ�SHUIRUPDQFH"�,QGHSHQGHQW�DQG�VDQLW\�
FKHFNHG�HYLGHQFH�UHPRYHV�WKH�HPRWLRQ�IURP�WKH�VLWXDWLRQ�DQG�DOORZV�\RX�DQG�\RXU�
YHQGRU�WR�KDYH�D�IRFXVHG�DQG�REMHFWLYH�GLVFXVVLRQ��WR�JHW�PDWWHUV�EDFN�RQ�WUDFN�

Rebuilding trust in the relationship is fundamental to driving innovation and 

PD[LPLVLQJ�YDOXH��7KLV�FDQ�EH�D�GLIÀFXOW�VWHS�IRU�EDWWOH�KDUGHQHG�SURMHFW�
and contract managers, who may have understandably become cynical as 

they witness the manipulative behaviour of a poorly performing vendor. The 

answer is to take a step back and understand the evidence that changing 

attitudes towards vendor trust drives excellent value, if implemented correctly. 

Organisations that successfully implement commercial trust with their partners 

FDQ�DFKLHYH�VLJQLÀFDQWO\�EHWWHU�ÀQDQFLDO�RXWFRPHV��DV�ZHOO�DV�EHLQJ�PRUH�
exciting, dynamic and pleasurable places to work.

%XLOGLQJ�D�WUXVWLQJ�UHODWLRQVKLS�LV�FULWLFDO��EXW�LW�DOVR�QHHGV�WR�EH�EDODQFHG�ZLWK�
DSSURSULDWH�FRQWUDFW�PDQDJHPHQW�DQG�PHDVXUHPHQW�RI�WKH�YHQGRU·V�SHUIRUPDQFH��
(IIHFWLYH�SULRULWLVLQJ�ZLOO�KHOS�\RX�DQG�\RXU�YHQGRU�WR�IRFXV�RQ�WKH�ELJ�EXVLQHVV�
RXWFRPHV�WKDW�\RX�ZDQW�WKH�SDUWQHUVKLS�WR�GHOLYHU��,I�\RX�FRQFHQWUDWH�RQ�ZKDW·V�
LPSRUWDQW��WKHUH�ZRQ·W�EH�WLPH�IRU�SHWW\�VTXDEEOHV�WR�GHVWDELOLVH�WKH�UHODWLRQVKLS�
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step 1: understand why you are, 
where you are

Strategic vendor relationships are tough to manage. If 

divorce rates in some parts of the UK exceed 50%, is it 

any surprise that strategic vendor relationships involving 

hundreds or even thousands of people break down? 

These failures are often caused by the vendor and client 

misunderstanding each others expectations of the 

business outcomes, and by misaligned cultural drivers. 

In our work to improve performance and rebuild these 

YLSH[PVUZOPWZ��^L�VM[LU�ÄUK�[OH[�[OL�]LUKVY�OHZ�ºL_WLY[�
responsibilities’ (see Step 2), which if discharged 

JVYYLJ[S`�^V\SK�H]VPK�THU`�VM�[OLZL�PZZ\LZ��/V^L]LY��
the client’s behaviour often inadvertently hinders the 

vendor’s performance, which merely heightens each 

party’s frustrations.

First generation outsourcing clients often don’t realise 

that when they outsource, they outsource a problem 

– services the client itself doesn’t understand or that 

PU�OV\ZL�[LHTZ�JHU»[�KLSP]LY�LMMLJ[P]LS �̀�>L�HSZV�ÄUK�[OH[�
JSPLU[Z�VM[LU�OH]LU»[�X\HU[PÄLK�^OH[�ºNVVK»�SVVRZ�SPRL��PU�
terms of the outcomes they expect from their strategic 

partner, or that the client’s service heads and other 

executives haven’t fully agreed with (or understood) 

these outcomes. This leads to disappointment for both 

client and vendor. 

The low-risk option is for clients to outsource business 

activities that they understand well, and for which 

[OL`�JHU�^YP[L�H�KL[HPSLK�JVU[YHJ[��ZWLJPÄJH[PVUZ�HUK�
operational processes and policies. Coupled with clearly 

X\HU[PÄLK�I\ZPULZZ�V\[JVTLZ��[OPZ�TLHUZ�[OL�JSPLU[�
becomes ‘mature’ far more quickly and can then move 

to partnership working for more innovative and risky 

initiatives.

A ‘fee-for-service’ based agreement 

will often drive the wrong client and 

vendor behaviours

It’s important to note that the majority of the outsourcing 

relationships we see are based on contracts in which the 

JSPLU[�WH`Z�[OL�]LUKVY�MVY�ZWLJPÄJ�[YHUZHJ[PVUHS�ZLY]PJLZ��
-VY�Z[YHPNO[MVY^HYK�ZLY]PJLZ�^P[O�JSLHYS`�KLÄULK�I\ZPULZZ�
V\[JVTLZ��[OPZ�JHU�^VYR�^LSS��/V^L]LY��^OLYL�TVYL�PZ�
required, such as strong collaboration or innovation to re-

shape services, a ‘fee-for-service’ based agreement will 

often drive the wrong client and vendor behaviours. The 

client is often motivated to ‘squeeze the pips’ and get 

more from the vendor, without paying for it. The vendor 

PZ�TV[P]H[LK�[V�^YPUN�V\[�HZ�T\JO�WYVÄ[�HZ�WVZZPISL�
through variations, manipulating contract interpretations, 

suggesting out-of-scope services, scope creep, 

delivering to basic service levels and so on. 

What do you 
think good 
looks like? ?

JSPLU[]LUKVY

The client therefore has to ensure that the relationship 

management teams and senior relationship stakeholders 

put in place strong trust-based behaviours, aligned to 

contract terms that help drive innovation, maximum value 

MVY�[OL�JSPLU[�HUK�H�MHPY�WYVÄ[�MVY�[OL�]LUKVY��ZV�[OL�]LUKVY�
is motivated to come up with transformational ideas. In 

[\YU��[OPZ�^PSS�KYP]L�NYLH[LY�LMÄJPLUJPLZ�HUK�]HS\L�MVY�IV[O�
sides.

0:02
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6YNHUPZH[PVUZ�[OH[�V\[ZV\YJL�MVY�[OL�ÄYZ[�[PTL�VM[LU�
don’t realise they are outsourcing a problem.

Client organisations often struggle to quantify their 

business outcomes from outsourcing.
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So why don’t clients and vendors just work in 

partnership? Because it’s easier said than done. Is it a 

true partnership if the vendor takes advantage of unclear 

contract wording? Or if the client doesn’t put in the 

agreed level of skilled resource, which ultimately prevents 

the vendor from achieving the outcomes it promised? 

5V��P[�PZ�UV[��/V^L]LY��[OL�KH`�[V�KH`�ºI\TW�HUK�NYPUK»�
of keeping the whole agreement on the rails, maintaining 

service levels and innovating new service delivery all takes 

its toll on the personal relationships between client and 

vendor. More about how to overcome these hurdles is 

detailed in Step 5: Rebuild trust to maximise performance 

and value.

Relationships also fail when 

something called ‘adaptive’ or 

‘transformational’ change is 

required, but the outcomes are 

KPMÄJ\S[�[V�ZWLJPM`

���
30% reported ongoing 

issues with outsourcer 

management processes, 

such as inadequate 

NV]LYUHUJL�HUK�JVUÅPJ[�
resolution procedures.

���
Nearly 48% of 

outsourced projects fail 

outright, or fail to meet 

expectations.

���
76% of companies 

said that the vendor 

management effort and 

costs were much higher 

than expected.

���
51% reported that 

the outsourcer was 

not performing to 

expectations.

Relationships also fail when something called ‘adaptive’ 

or ‘transformational’ change is required, but the 

V\[JVTLZ�HYL�KPMÄJ\S[�[V�ZWLJPM �̀�;OPZ�[`WL�VM�JOHSSLUNL�
can be recognised when individuals’ hearts and minds 

OH]L�[V�JOHUNL��^OLU�[LJOUPJHS�Ä_LZ�HYLU»[�LUV\NO��
^OLU�JVUÅPJ[�HUK�VUL�\WTHUZOPW�WLYZPZ[�KLZWP[L�[Y`PUN�
to rebuild relationships, and when crises keep arising.

RLLW�^VYRPUN�
H[�P[���

In fact, most of the research 

indicated that the vendor’s 

service and value for money was 

worse than when the service was 

operated in-house

How common are relationship challenges with 
strategic vendors?

Numerous researchers have analysed the successes and 

failures of larger vendor partnerships. This work shows 

that many strategic vendor agreements fail to meet the 

client’s expectations. Research from the Aberdeen Group 

shows that:

The daily ‘bump and grind’ in managing strategic 

vendor relationships is hard. You have to keep at it.
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Technocrati and Gartner provided the research. Looking 

at the research above, it indicates that, in order:

1. More than 80% of respondents said that the vendor 

was not meeting their organisation’s medium to long 

term objectives.

More than 80% of respondents said 

that the vendor was not meeting 

their organisation’s medium to long 

term objectives

Nearly 70% of respondents felt 

forced to cut the scope and 

remit of the agreement, because 

they suspected their vendor was 

overcharging them for base services

Also of interest are two further pieces of research on the challenges organisations have experienced in relationship 

building and working in partnership with their strategic vendors. The graph below indicates some of the common 

challenges clients have in trying to achieve their expected business outcomes:

vendor relationship challenges

 ��

��

���

���

���

���

���

���

���

���

����

���� ���� ���� ���� ���� ����

1. original 

agreement 

not serving 

organisation’s 

medium to long 

term objectives.

2. technology 

outsourcing 

not meeting 

expectations.

3. cutting 

scope and 

duration of 

partnership 

remit/suspect 

over-charging.

4. lacking 

good process 

to specify 

expectations.

5. lack 

appropriate 

project and 

contract 

management 

skills.

6. inadequate 

metrics for 

measuring 

performance.

4. Nearly 60% of respondents believed that the vendor 

relationship wasn’t working for them because the 

client was unable to clarify or quantify its expectations 

from the vendor. This is interesting because the client 

perceived itself to be at fault, rather than the vendor.

5. More than 50% of the clients felt that they had 

inadequate skills to project and contract manage the 

vendor, to ensure the service provided the anticipated 

I\ZPULZZ�ILULÄ[Z�
6. Nearly 50% of respondents felt they had inadequate 

metrics to determine whether the vendor was 

delivering material value or not.

2. Nearly 80% of respondents that had engaged in a 

technology partnership said it was not meeting their 

organisation’s expectations.

3. Nearly 70% of respondents felt forced to cut the scope 

and remit of the agreement, because they suspected 

their vendor was overcharging them for base services.
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6M�WHY[PJ\SHY�UV[L�HYL�[OL�ÄYZ[�MV\Y�P[LTZ�PU�[OL�NYHWO�
illustrated above. These show that more than 80% of the 

respondents chose their strategic partners because of:

1. Reliability. This was the key expectation. Clients 

expected the vendor to provide reliable advice and 

services.

2. Technical skills. The client perceived that the vendor 

had far greater and more up-to-date technical skills for 

delivering the relevant services.

3. Trust. The client expected to have a strong bond of 

trust with the vendor, given the client’s dependency on 

the vendor to advise it holistically on service delivery.

4. Cost and value. Clients expected that a vendor, with 

extensive experience of delivering outsourced services, 

^V\SK�IL��H��MHY�TVYL�LMMLJ[P]L�HUK�JVZ[�LMÄJPLU[��HUK�
(b) deliver higher quality services than the client was 

able to achieve in-house.

The research therefore shows that the four key reasons 

why clients engaged with their vendors were precisely 

the four key areas the clients did not get what they 

wanted. In other words, it is common for strategic vendor 

WHY[ULYZOPWZ�[V�NV�VMM�[YHJR�HUK�UV[�HJOPL]L�[OL�ILULÄ[Z�
that either party expected.

��

 ��

���

���

���

���

���

���

���

���

����

���YLSPHIPSP[`
���[LJOUPJHS�ZRPSSZ
���[Y\Z[
���JVZ[�HUK�]HS\L
���ZLJ\YP[`�N\HYHU[LLZ
���]LUKVY�YLW\[H[PVU
���ZLY]PJL�SL]LS�HNYLLTLU[Z
���YV\UK�[OL�JSVJR�Z\WWVY[

� ��HIPSP[`�[V�J\Z[VTPZL�ZVS\[PVUZ�HUK�ZLY]PJLZ
����PUUV]H[PVU�HUK�J\[[PUN�LKNL�[LJOUVSVN`
����PUK\Z[Y`�RUV^SLKNL
����MPUHUJPHS�]PHIPSP[`�HUK�ZPaL
����Z[YH[LNPJ�HK]PJL
����YHUNL�VM�ZLY]PJL�VMMLYPUNZ
����WHY[ULYZOPWZ�^P[O�V[OLY�]LUKVYZ
����MSL_PISL�WH`TLU[�HYYHUNLTLU[Z

TVZ[�PTWVY[HU[�HZWLJ[Z�VM�JOVVZPUN�HU�L_[LYUHS�WHY[ULY

;OL�THQVY�YLHZVUZ�^O`�JSPLU[Z�LUNHNLK�[OLPY�]LUKVYZ�PU�[OL�ÄYZ[�PUZ[HUJL
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step 2: understand your responsibilities 
to each other 

There is a critical aspect that is often overlooked when 

creating a strategic vendor relationship, both at the outset 

and during the re-alignment process: the vendor’s expert 

responsibilities.

The law implies certain 

obligations and responsibilities 

upon those vendors

When strategic vendors represent themselves as a 

specialist in the services you would like to outsource 

to them, the law implies certain obligations and 

responsibilities upon those vendors, even if those 

responsibilities aren’t documented in any written contract 

terms or schedules attached to the contract. 

It is likely a court would take a very 

dim view of those exclusions and 

would probably not allow the vendor 

to rely on them

Most importantly, if the vendor acts as a specialist and 

it tries to exclude its expert responsibilities in the written 

contract terms, then it is likely a court would take a very 

dim view of those exclusions and would probably not 

allow the vendor to rely on them.

Strategic vendor responsibilities

When you’re considering asking your vendor to re-scope 

its services, you must bear in mind the following points:

��Your vendor is responsible for ensuring that its service 

PZ�Ä[�MVY�`V\Y�PU[LUKLK�W\YWVZL�before they deliver the 

services for you. E.G. they must identify any material 

challenges prior to contracting with you for the services.

��Your vendor must validate your requirements prior to 

contracting with you at the outset. This same obligation 

rests with them for the re-scoping of services going 

forward. If challenges arise during service delivery, your 

vendor cannot state at a later date that your 

pre-contractual requirements were ambiguous.

��Your vendor cannot expect you to validate whether its 

service is appropriate for your requirements. The vendor 

must make clear what process it will go through itself to 

validate whether its services are suitable to meet your 

expectations (or not). 

��Your vendor cannot “contract out of” being responsible 

for its advice as an expert vendor.

The adjacent list of key points relating to strategic vendor 

responsibilities are known as “implied” terms under the 

Sales of Goods Act 1979, Supply of Goods and Services 

Act 1982 and the Sale and Supply of Goods Act 1994. 

Implied terms are usually legally binding, regardless of 

whether they are actually contained within the contract 

wording. If a provider insists on contract terms that run 

contrary to one or more of the implied terms, then you 

should wonder how serious they are about rebuilding 

your relationship with them.

Your responsibilities to your strategic vendor

>OPSL�`V\Y�]LUKVY�OHZ�ZWLJPÄJ�L_WLY[�YLZWVUZPIPSP[PLZ�[V�
you, you should also remember that the onus is on both 

parties to maintain a working relationship. The case of 

Anglo Group Plc v Winther Browne & Co Limited [2000] 

72 Con LR 118, established some clear responsibilities 

on the client side. 

Your responsibilities are to:

1. Clearly communicate any special needs to the strategic 

vendor. If you become aware of issues that the vendor 

might have missed during their scoping, you are 

obliged to raise this with them.

2. Take reasonable steps to ensure that the strategic 

partner understands those needs.

���+L]V[L�YLHZVUHISL�[PTL�HUK�WH[PLUJL�[V�\UKLYZ[HUKPUN�
how to work with your strategic partner.

4. Reasonably work with your partner to resolve the 

challenges that will almost certainly occur.

]LUKVY

=(30+(;,�>/(;�
=,5+69�*(5�+6

=(30+(;,�>/(;�
=,5+69�*(5»;�+6

=(30+(;,�;/,
*65:,8<,5*,:�6-�
>/(;�0;�*(5»;�+6

Your vendor has key ‘expert responsibilities’ that it 

cannot contract out of.



step 2: understand your responsibilities to each other

10 www.bestpracticegroup.com

Inadvertently removing your strategic partner’s 
expert responsibilities

Another critical, but often unappreciated factor, is that 

your own behaviour can affect whether the vendor has to 

abide by its contractual responsibilities.

Your own behaviour can affect 

whether the vendor has to abide by 

its contractual responsibilities

Your client side team and Intelligent Client Function will 

often operate project management frameworks (such 

as PRINCE2) and contract management processes to 

support and measure the relationship’s performance. 

/V^L]LY��]HUPSSH�WYVQLJ[�THUHNLTLU[�MYHTL^VYRZ�\Z\HSS`�
only take account of the project’s operational aspects, 

not the delineation of expert responsibilities implied in 

law. This can result in the majority of your contractual 

protection becoming unavailable.

JSPLU[

��HYLHZ�VM�YLZWVUZPIPSP[`

*644<50*(;,
(5@�:7,*0(3�5,,+:�
;6�;/,�=,5+69�

�,5:<9,�;/(;�;/,�
=,5+69�<5+,9:;(5+:�

;/6:,�5,,+:

+,=6;,�;04,�(5+�
7(;0,5*,�;6�>692�>0;/

,(*/�6;/,9

�>692�>0;/�@6<9�
=,5+69�;6�9,:63=,�
;/,�*/(33,5.,:

Your organisation also has responsibilties to work closely with your vendor.

In practical terms, the problem arises because the project 

managers do the ‘right thing’ from a project management 

perspective and take control of the errant relationship, 

eroding the vendor’s expert responsibilities from a 

contractual point of view. Worse still, the project manager 

and the client organisation usually end up becoming 

the ‘expert’ themselves. This means that you can no 

longer rely on the vendor’s expertise and the vendor can 

attempt to charge you for every change to their service, 

irrespective of whether the vendor was the cause of the 

problem.

For more details on this issue, please see the white paper 

on Strategic Vendor Responsibilities on our website.
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;OL�KPHNYHT�HIV]L�PKLU[PÄLZ�[OL�RL`�Z[LWZ�[OH[�ZOV\SK�IL�\UKLY[HRLU�K\YPUN�HU`�YL�ZJVWPUN�WOHZL�[V�LUZ\YL�[OH[�
the vendor has appropriate visibility of your expectations. For those individuals reviewing this paper who experience 

JOHSSLUNLZ�PU�[OL�W\ISPJ�ZLJ[VY��[OL�YLMLYLUJL�[V�*VTWL[P[P]L�+PHSVN\L�YLÅLJ[Z�[OL�Z[HNL�VM�[OL�WYVJLZZ�K\YPUN�HU`�
re-tendering procedure.

KLWSV`TLU[
HUK�JVU[YHJ[
THUHNLTLU[

ZLY]PJL
WYV]PKLY�K\L
KPSPNLUJL

JSHYP[`�VM
ZVS\[PVU

ZOVY[�SPZ[PUN

HSPNU�[OL
L_WLJ[H[PVUZ

ZL[�[OL
JVU[L_[

JVU[YHJ[�MVY�HK]PJL JVU[YHJ[�MVY�ZVS\[PVU

��]PZPVU
��Z[YH[LN`
��VIQLJ[P]LZ

��V\[W\[Z
��VWLYH[PVUHS
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More effective transparency in responsibilities 
during service re-scoping

By being clear about the business outcomes you expect 

MYVT�[OL�YLSH[PVUZOPW��`V\�JHU�ZPNUPÄJHU[S`�HJJLSLYH[L�[OL�
process of service improvement and rebuilding trust with 

your strategic partner. This often comes from the vendor 

undertaking a re-scoping (due diligence) exercise, so 

the vendor has a fair chance of evaluating your business 

expectations and you can contractually rely on the advice 

the vendor provides, in line with its expert responsibilities.

It is important that during the 

re-scoping phase, you contract for 

the advice you are relying on from the 

provider separately to the solution 

they are going to deliver to you

In this respect, it is important that during the re-scoping 

phase, you contract for the advice you are relying on from 

the provider separately to the solution they are going to 

deliver to you.

]LUKVY
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0M�[OL�JSPLU[�WYVQLJ[�THUHNLY�ºZ[LWZ�PU»�[V�Ä_�[OPUNZ��
you can inadvertently remove the vendor's ‘expert’ 

contractual responsibilities.

In this way, you avoid the inevitable issues when further 

misunderstandings arise in 6 or 12 months’ time and 

you perceive that the vendor is failing to deliver to your 

expectations, and the vendor claims that you held 

back information or miscommunicated an important 

deliverable.
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step 3: identify the performance hurdles
The RL`�PZZ\L�PU�Ä_PUN�WVVY�WLYMVYTHUJL�PZ�PKLU[PM`PUN�[OL�
actual cause. In fact, there will often be several causes, 

some of which will result from your own team’s actions 

and some from the vendor’s actions. 

Set out below are eight actions that explain the process 

for establishing the root causes of poor performance. 

These steps should also assist you in reviewing where 

behaviours on both sides need to improve.

These steps should also assist you 

in reviewing where behaviours on 

both sides need to improve

The evidence you document as a result of your 

investigations will assist you in future discussions 

with your vendor and help you to work with them to 

ZPNUPÄJHU[S`�PTWYV]L�WLYMVYTHUJL��YLI\PSK�[Y\Z[�PU�[OL�
relationship and achieve your business outcomes. 

Identifying service performance impacts to discuss 
with your strategic partner

Action 1: Evidence the expectations you had at the 
outset of the agreement

The starting point for working out what has gone wrong 

is to remind yourself what you were expecting from the 

YLSH[PVUZOPW�PU�[OL�ÄYZ[�WSHJL!�
��Check your original business case to determine the 

I\ZPULZZ�ILULÄ[Z�`V\�L_WLJ[LK�MYVT�[OL�YLSH[PVUZOPW��
�� /H]L�[OL`�JOHUNLK�TV]LK�VU�ZPUJL&�
��What were the operational improvements you expected 

and that you believed the vendor said it would deliver?

Next, compile a schedule of all of the material challenges 

you believe you are experiencing with your partner’s 

service delivery, and that do not align with the business 

V\[JVTLZ�`V\�VYPNPUHSS`�L_WLJ[LK��+V�`V\�OH]L�KL[HPSZ�VM�
how long those challenges have been outstanding?

Action 2 : Understand which business outcomes or 
expectations are actually scheduled in the written 
contract terms

Once you have reminded yourself of your original 

expectations for the relationship, you will be in a position 

[V�JOLJR�OV^�[OLZL�HYL�YLÅLJ[LK�PU�[OL�^YP[[LU�JVU[YHJ[�
terms. 

Are all of the schedules (i.e. your requirements, 

L_WLJ[H[PVUZ��PTWSLTLU[H[PVU�WSHU�HUK�ZV�MVY[O��ZWLJPÄJHSS`�
referenced in the written contract or are you assuming they 

are implied into it?

/V^�[OL�^YP[[LU�JVU[YHJ[�^HZ�KL]LSVWLK�PZ�HSZV�PTWVY[HU[�
here. If the contract was:

1. Negotiated from scratch, then the contract terms 

are unlikely to help you to rebuild trust if they can be 

interpreted too widely.

2. The vendor’s standards terms without 
TVKPÄJH[PVU��then it will be easier to deal with the 

YHTPÄJH[PVUZ�VM�[LYTZ�[OH[�TPNO[�UV[�^VYR�PU�`V\Y�MH]V\Y��
when rebuilding trust

3. The vendor’s standard terms with some 
TVKPÄJH[PVU��[OLU�KLHSPUN�^P[O�[OL�YHTPÄJH[PVUZ�JHU�
involve more detailed work, but the contract can still be 

aligned with rebuilding trust.

As a double check, is the contract actually signed by 

both you and the vendor? We occasionally see contract 

terms that have been agreed but not signed, or that 

schedules haven’t been attached to. This can cause 

misunderstandings that undermine trust going forward.

This can cause misunderstandings 

that undermine trust going forward

Are you sure your own team has not prevented the 

vendor from achieving your business outcomes?

Were your business outcomes clear at the beginning 

of the agreement?



Action 5: Work out your objectives in rebuilding trust 
with your strategic vendor

To rebuild trust with your vendor, it’s important to have 

clear objectives in mind. What do you believe is an 

appropriate outcome from bringing this matter to a head?

Is it to:

step 3: identify the performance hurdles
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Action 3 : Quantify the unexpected costs you have 
incurred through perceived poor performance

;OL�[OPYK�HJ[PVU�PZ�[V�X\HU[PM`�[OL�ÄUHUJPHS�JVZ[Z�`V\�OH]L�
incurred, as a result of your vendor’s inability to achieve 

your objectives. These could include:

�� The time you have spent working with the vendor to 

address performance issues

�� The costs of external advisors you have had to engage 

�� The costs of existing service delivery lines you have had 

to continue operating

��Any legacy system, maintenance and development 

costs you have had to continue incurring 

�� The costs of interim or temporary staff you have had to 

employ, to keep performance at a reasonable level.

REALIGN BUSINESS 
OUTCOMES

PERFORMANCE 
RELATED PAYMENTS

PROCESS FOR  
REBUILDING TRUST

JSPLU[ ]LUKVY
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��Get the vendor to resolve the issues you’re 

experiencing, and prevent further issues arising?

��Resolve the problems and get compensation or 

reduced fees for a suitable period?

��Buy you time to put a contingency vendor in place for 

aspects of the service that are not performing? You 

would normally want to retain the existing vendor for the 

services they deliver well. 

Action 4 : Understand the obligations and 
responsibilities between you and your strategic 
partner

A vital step in understanding the cause of poor 

performance is to ascertain who was contractually 

responsible for key aspects of the relationship. 

�� First, who was responsible for project management in 

the written contract terms? 

��What was the vendor’s role in managing the project, 

and how did your own people participate in managing 

the written contract? 

��Was it a term of the written contract that there would 

be a true ‘partnership’ approach to managing the 

relationship?

Next, determine the extent to which you relied on your 

vendor’s advice. This has a key bearing on the vendor’s 

expert responsibilities:

�� +PK�`V\�YLS`�VU�[OL�]LUKVY»Z�HK]PJL�HZ�[V�[OL�ILULÄ[Z�
the relationship would bring to your organisation?

�� If so, are there any documents to evidence that you 

had this reliance? 

��Alternatively, were you happy that you undertook 

enough due diligence on the vendor that you did not 

need to rely on its advice?

Quantify the costs you are losing as a result of poor 

performance.

Clear business outcomes, understanding the 

vendor's ‘expert responsibilities’ and actioning 

agreed tasks will help re-build the relationship.

>VYR�^P[O�`V\Y�]LUKVY�[V�ÄUK�V\[�^OH[�PZ�^YVUN�HUK�
build a roadmap for improvement together.
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Your chances of rebuilding the relationship and improving 

performance are enhanced if you also consider the 

vendor’s position in your planning. What do you think the 

vendor would consider an appropriate solution to the 

current dilemma?

What do you think the vendor would 

consider an appropriate solution to 

the current dilemma?

In summary, what would it take to satisfy you and what 

do you think would be a fair and equitable solution? 

Action 6: Ensure you cover all the other pertinent 
factors

In addition to the actions we’ve listed above, there are a 

number of general points that you need to take account 

of.

First, it helps to have an outside view of your situation, to 

ensure your perception of events stacks up. 

�� /H]L�`V\�OHK�`V\Y�L_WLJ[H[PVUZ��JVU[YHJ[�[LYTZ��
requirements, schedules and perceived performance 

issues externally validated? 

�� If so, did this suggest where you and your vendor need 

to change behaviours, in order to rebuild trust in your 

relationship? 

��Overall, do you believe that the evidence you have of 

your vendor’s lack of performance would stand up to 

independent scrutiny?

Next, consider why the vendor has failed to deliver your 

expected business outcomes. 

��Could there be more than one cause of the symptoms 

you’re experiencing? 

��>LYL�`V\Y�L_WLJ[H[PVUZ�UV[�X\HU[PÄLK�VY�Z\MÄJPLU[S`�
transparent for your vendor to be able to understand 

them? Note that this does not let the vendor ‘off the 

hook’ if it has misunderstood your expectations. Its 

expert responsibilities required it to identify any of your 

requirements that were unclear. If this was the case, 

your vendor should have warned you about this pre-

contractually, so you could make an informed decision 

about how it was approaching its due diligence. If your 

vendor didn’t warn you, it is up to the vendor to remedy 

the position and meet your business outcomes, bearing 

any additional cost itself.

��Could it be that the problems are due to your vendor’s 

lack of operational competence? 

��Was time of the essence in achieving the business 

outcomes from the relationship and was it an express 

part of the contract? 

If your vendor didn’t warn you, it is up 

to the vendor to remedy the position 

and meet your business outcomes, 

bearing any additional cost itself

It’s possible that at least some of the problems are on 

your side. For example, your own team’s actions could 

have contributed to the problems you are experiencing by 

preventing the vendor from performing appropriately. In 

the original contract, there will also have been resources 

you agreed to provide to allow the vendor to achieve your 

V\[JVTLZ��+PK�`V\�KV�ZV��HUK�PU�H�[PTLS`�THUULY&�

The problems may stem from your vendor’s due diligence 

– or lack of it before they signed the contract. 

�� +V�`V\�[OPUR�[OL�]LUKVY�ZOV\SK�OH]L�HZRLK�TVYL�
questions about your expectations, to ensure your 

I\ZPULZZ�V\[JVTLZ�JV\SK�IL�M\SÄSSLK&�
    º If so in which areas? 

��Could the vendor have undertaken more appropriate 

due diligence on the business outcomes you were 

trying to achieve? 

    º If so, have you had any conversations with your    

      vendor where it was inferred they could have provided 

      better advice to you of the compromises you would 

      have to face, before accepting the agreement or 

      providing you with their services?

It’s possible that at least some of 

the problems are on your side

It’s also possible that you might, in some way, have 

hindered the due diligence process. When the vendor 

was originally investigating how it might achieve your 

business outcomes, were all of your responses to its 

questions factually correct?

When the vendor was originally 

investigating how it might achieve 

your business outcomes, were all 

of your responses to its questions 

factually correct?

Investigate your evidence holistically to make sure 

you don’t miss anything material to your symptoms.
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Communication with your vendor about the issues you’re 

experiencing is another key point. 

��You should have been communicating the problems to 

the vendor on a regular basis, in writing (email or hard 

copy). 

�� /H]L�`V\�LZJHSH[LK�[OVZL�PZZ\LZ�PU�SPUL�^P[O�[OL�
procedure in your written contract terms? 

�� +V�`V\�OH]L�H�MVYTHS�PZZ\LZ�SVN��^P[O�]LUKVY�
acknowledgements, of the problems being 

experienced?

Finally, consider the current state of your relationship with 

your vendor. 

�� /V^�Z[YVUN�PZ�[OL�YLSH[PVUZOPW&�
�� /H]L�`V\�^P[OOLSK�WH`TLU[�MVY�PU]VPJLZ�[OH[�`V\�

dispute due to the level of performance provided? 

    º 0M�ZV��MVY�^OH[�ZWLJPÄJHSS`&

Action 7: Sanity check your evidence

Once you have gathered your evidence, the next step is 

[V�LUZ\YL�[OH[�P[�YLÅLJ[Z�[OL�ZP[\H[PVU�HZ�`V\�[OV\NO[�P[�
would, and that you have a clear understanding of:

��>OLYL�`V\�OH]L�M\SÄSSLK�`V\Y�VISPNH[PVUZ�[V�[OL�]LUKVY�
and where you have not.

��Where you believe the vendor has provided good 

business outcomes and where it has not.

Evidence is often imperfect. All you 

are looking for is whether, on balance, 

the vendor has delivered to your 

expected business outcomes or not

You should also have a much clearer idea of whether your 

vendor has discharged its ‘expert’ obligations, including 

its duty to warn you of issues that, in its experience, 

may have a material impact on its ability, to achieve your 

business outcomes. 

Action 8: Compile a schedule of points to discuss 
with your vendor

-VSSV^PUN�[OL�ÄYZ[�ZL]LU�HJ[PVUZ�^PSS�NP]L�`V\�H�JSLHY�PKLH�
of what you need to communicate to your vendor, so you 

can start to rebuild the relationship.

Start by creating a basic chronology of events from 

the inception of the relationship. This will include the 

background to why you selected the vendor and felt 

comfortable with its expertise. Explain what you perceive 

to have gone wrong, your evidence that supports these 

perceptions and the work you’ve done to review the 

evidence.

At the end of the sanity checking stage, you should know 

^OL[OLY�[OL�L]PKLUJL�`V\�OH]L�JVSSH[LK�PZ�H�MHPY�YLÅLJ[PVU�
of both your performance and your vendor’s performance 

in the relationship. Evidence is often imperfect. All you 

are looking for is whether, on balance, the vendor has 

delivered to your expected business outcomes or not, 

and whether your own team has materially hampered the 

vendor in any way.

Next, state your objective in raising these issues. Explain 

the business outcomes you would like to achieve 

by rebuilding the relationship and why you want this 

YLSH[PVUZOPW�[V�^VYR��+L[HPS�[OL�ILOH]PV\YZ�`V\�[OPUR�ULLK�
to change, by both you and the vendor. Set out the time-

frames by which you would like to start rebuilding trust 

with your provider, and say that you would like to work 

with them to determine how to measure the success of 

that rebuilding.

-PUHSS �̀�NP]L�KH[LZ�^OLU�`V\Y�ZLUPVY�VMÄJLYZ�^PSS�IL�
available to meet the vendor, to agree how to move the 

relationship forward.

Explain the business outcomes you 

would like to achieve by rebuilding 

the relationship and why you want 

this relationship to work

L]PKLUJL L]PKLUJL

It can be much safer having an independent check 

on the symptoms you are experiencing.

Compile clear schedules of what business outcomes 

you expected, why you selected the vendor, what 

has gone wrong and how you would like to re-build 

the relationship.
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step 4: communicate your expectations of 
performance improvement
If you believe your vendor is not delivering the business 

outcomes you expected, then there are bound 

to be issues with the relationship. As well as your 

dissatisfaction, it’s likely that the vendor feels it is making 

HU�PUHKLX\H[L�ÄUHUJPHS�YL[\YU�HUK�[OH[�P[�PZ�WYV]PKPUN�
services that it hadn’t intended within the original 

agreement.

If you are to have any chance of improving service 

performance and rebuilding the relationship, both 

you and your vendor need to be clear about your 

expectations. The key issues to focus on are a re-

scoping of the business outcomes you expect and a 

clear plan from the vendor for achieving those outcomes. 

2. Check your requirements are clear, unambiguous 
and aligned to both your operational processes 
and business outcomes. Keep them that way 

through the life of the relationship. Understand that 

both business outcomes and your requirements will 

change during any long-term relationship.

3. Make sure you clearly document your 
requirements and operational processes and 
that they overlap in the right way so that you and 

your vendor can iron out any kinks in your respective 

expectations as the relationship progresses. No 

surprises means a constructive relationship, lower 

JVZ[Z�HUK�MHZ[LY�ILULÄ[Z�YLHSPZH[PVU�

4. Ensure that your requirements have clearly 
X\HU[PÄLK�V\[JVTLZ� rather than simply being an 

PUW\[�VY�V\[W\[�IHZLK�ZWLJPÄJH[PVU��;OPZ�HSSV^Z�`V\Y�
vendor to provide you with much more holistic advice 

and to have mature conversations about the direction 

of travel for your organisation, how the relationship can 

drive better value and how it can be put back on track 

quickly and with minimum pain.

*6:;: 7,9-694(5*,
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Check your requirements are clear, 

unambiguous and aligned to both 

your operational processes and 

business outcomes

Ensure that your requirements have 

JSLHYS`�X\HU[PÄLK�V\[JVTLZ

5. Work out the governance changes. You and the 

vendor should identify the individuals on both your own 

and the vendor’s team who have high moral values 

and can help drive the trust necessary to maximise 

value for both parties. You should also restructure the 

governance board and committees to drive the right 

behaviours, so you achieve the joint outcomes you 

want. Ensure as part of your governance process that 

you have a suitable innovations board that helps to 

capture and sanity check ideas, pilots them effectively 

and puts them into primary service production at the 

earliest opportunity.

Poor performance usually means both you and the 

vendor will be frustrated.

Work with your vendor to quantify outcomes that 

ILULÄ[�IV[O�VM�`V\�

Some of the key steps you need to follow are:

1. Agree your expected business outcomes with 
your vendor. Be mindful that both you and your 

vendor must keep your focus and actions aligned 

to achieving these outcomes and not let short-term 

misalignments distract you.



step 4: communicate your expectations of performance improvement

17www.bestpracticegroup.com

the risk of the contract terms not aligning to current 

service delivery methods, thus reducing the potential for 

misunderstandings over contract interpretation in the 

future, when stakeholders in the relationship change. 

Regularly reshaping the contract also reduces the risk 

in the exit process, when the relationship comes to its 

natural end or you decide to exit from the relationship 

early. Your ability to bring the services back in-house or 

[V�JOHUNL�[V�HUV[OLY�]LUKVY�PZ�ZPNUPÄJHU[S`�PTWYV]LK��
ILJH\ZL�`V\Y�ZLY]PJL�ZWLJPÄJH[PVUZ�HUK�JVU[YHJ[�[LYTZ�
YLÅLJ[�J\YYLU[�WYHJ[PJL�

As part of this process, you should 

diagram the key operating aspects of 

the contract terms

As part of this process, you should diagram the key 

operating aspects of the contract terms, so that: 

�H���[OL�KPHNYHTZ�YLÅLJ[�OV^�[OL�ZLY]PJL�PZ�HJ[\HSS`�ILPUN��
delivered on the ground

(b)  the contract terms make direct reference to the 

diagrams for operating and escalation procedures, and

(c)  it is very easy for non-lawyers (i.e. both your 

operational people and the vendor’s) to understand. 

6. Update the contractual documentation. If you’ve 

been experiencing performance issues from your 

vendor, then it’s likely that the current contractual 

HYYHUNLTLU[Z�HUK�ZJOLK\SLZ�KV�UV[�YLÅLJ[�[OL�
current business outcomes you need. Ensure these 

are updated and aligned, so there aren’t any material 

impediments in the contract that drive the wrong 

behaviours from either party. The contract terms should 

follow how the service is actually being delivered on the 

ground to achieve your business outcomes. 

In this way, the key aspects of the contract are fully 

transparent, so neither party inadvertently breaches the 

contract by trying to do ‘the right thing’ – and then gets 

penalised for it.

Finally, put in a process that reshapes the contract 

every six months. The process should capture service 

innovation improvements from the service delivery 

coal face, and update the contract terms, contract 

KPHNYHTZ�HUK�ZLY]PJL�ZWLJPÄJH[PVUZ��;OPZ�TPUPTPZLZ�
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step 5: rebuild trust to maximise
performance and value

Your peers and other high level executives, who are not 

on the front line of managing a complex outsourcing 

relationship, need to understand that it’s tough to drive 

maximum value from such an arrangement while keeping 

a strong relationship with your vendor. 

It’s tough to drive maximum value 

from such an arrangement while 

keeping a strong relationship with 

your vendor

The economics of the outside world are constantly 

changing, making it hard to pin down the outcomes your 

organisation is trying to achieve. It’s also increasingly 

KPMÄJ\S[�[V�LU]PZPVU�HUK�JHW[\YL�\W�MYVU[�HSS�VM�[OL�ZWLJPÄJZ�
that need to be addressed in a long-term relationship, 

especially one that includes at its core new and disruptive 

technologies and innovation to drive better service 

delivery.

Clients involved in a strategic vendor relationship 

often assume that the vendor will attempt to class 

misunderstandings over their expectations as ‘chargeable 

scope creep’. Conversely, vendors often experience 

clients trying to class legitimately different requirements as 

‘in scope’, to prevent further charges being levied. This 

can promote distrust between the parties, creating the 

wrong environment and preventing the partnership from 

developing positively. 

This can promote distrust between 

the parties, creating the wrong 

environment and preventing the 

partnership from developing 

positively

JSPLU[�IVHYK

JVZ[Z�KV^ULMMPJPLUJ`�\W OPNOLY
THYNPUZ

J\Z[VTLY
ZH[PZMHJ[PVU

]LUKVYJSPLU[

JSPLU[

&

/PNO�SL]LSZ�VM�[Y\Z[�IL[^LLU�JSPLU[�HUK�]LUKVY�OLSWZ�[V�KYP]L�[OL�PUUV]H[PVU�ULLKLK�[V�LUHISL�TH_PT\T�]HS\L�[V�IL�
achieved for everyone involved.

;Y`PUN�[V�LU]PZPVU�HSS�VM�[OL�ZWLJPÄJZ�\W�MYVU[�PU�H�Ä]L��
ten or twenty year relationship is a real challenge.
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The quotes below, from our work helping clients and vendors to rebuild trust, are representative of 
relationships where commercial trust is low:

¸º+VPUN�TVYL�^P[O�SLZZ»�ZLLTZ�
to bring out the worst in people I 

work with. Tensions are higher than 

L]LY��/V^�JHU�^L�I\PSK�[Y\Z[�PU�V\Y�
organisation when we are under 

such pressure to perform?”

“Our vendor feels 

aggrieved at the way 

they have been treated 

by us.”

“Our vendor 

doesn’t seem to 

care about us.”

“We don’t care about our 

vendor but we shouldn’t 

have to; we’re paying 

them for a service.”

"The value in the strategic 

relationship with our vendor 

was high at the beginning, 

but it’s now diminishing the 

longer it goes on.”

“We no longer trust 

our vendor as a 

‘partner’.”

“You can’t buy 

partnership and 

what we have is a 

contract and a supplier 

relationship.”

“What else is there, 

other than contract and 

commercials?”

“When push comes to shove, 

we just get told by the client 

what to do. Collaboration and 

innovation seems way off the 

agenda.”

“We are an outsourcer. 

We should stop 

dancing around the fact 

and understand the 

relationship we have.”

“I know the majority of 

our department needs 

to collaborate with other 

departments, but how can 

I collaborate with people I 

don’t trust?”

“My boss tells me he 

trusts me, but the way he 

micromanages and hovers 

over me shows just the 

opposite. Why can’t he see 

that?”

¸/V^�JHU�0�KHYL�YPZR�
trusting people when the 

costs of being wrong are 

so great?” ¸/V^�KV�0�RUV^�
who I can trust 

and why?”

This page provides an insight into the concerns and frustrations people on the front line experience in vendor 

relationships that lack real commercial trust.
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If you suspect your own organisation is operating with low 

trust towards its strategic partner, and that the partner 

is reciprocating with equally low trust, then undertake 

a short survey to get a feel (and some basic evidence) 

for where the relationship currently stands. The example 

quotes on the previous page have been gleaned from 

such exercises in past assignments. More of the types of 

questions you can ask in the survey are detailed later in 

this section.

Our experience of more than 500 strategic vendor 

relationships informs us that building commercial trust 

is critical to their success. It enables people to address 

ZOPM[PUN�YLHSP[PLZ�PU�T\[\HSS`�ILULÄJPHS�^H`Z��HUK�PU�[OL�
WYVJLZZ�WYVK\JL�ZPNUPÄJHU[S`�IL[[LY�YLZ\S[Z�[OHU�
power-based relationships, which rely on rigidly enforcing 

service level contracts.

Our experience of more than 500 

strategic vendor relationships informs 

us that building commercial trust is 

critical to their success

What is commercial trust?

Commercial trust is about on-the-ground behaviours on 

both sides. It exists when someone does what they say 

they are going to do, when they say they are going to do it.

For the ‘battle-scarred’ and experienced contract 

managers amongst you, who have been on the wrong 

side of a relationship with a manipulative vendor, the 

concept of ‘trust’ will be hard to accept. Based on some 

of the vendor relationships that we’ve been involved with, 

we would agree with you. 

There are times when you have to wonder what is in the 

mind of a vendor, when it’s clear it is manipulating the 

relationship to its own ends. Often, vendors would say the 

same about their clients. What is clear is that manipulative 

behaviour won’t help them or you to drive innovation and 

get to the real business outcomes you need to achieve, or 

to maximise value from the relationship. 

This means that you really need to force yourself to take 

a step back, particularly if you are more experienced in 

dealing with vendor relationships. Building trust works, if 

it’s done correctly. The business case for trust is clearly 

set out later in this section, with examples of organisations 

that have successfully implemented trust-based initiatives 

and relationships, aligned with an appropriate balance of 

power based contract management.  

This means that you really need to 

force yourself to take a step back

There are three key aspects to developing commercial 

trust with your strategic vendor:

����(Z�KPMÄJ\S[�HZ�[OPZ�TH`�IL��`V\�ULLK�[V�Z[HY[�MYVT�HU�
assumption that most people are basically good and 

therefore trustworthy. Taking this step will open up a 

world of possibilities in your vendor relationships.

2. Starting with a propensity to trust doesn’t mean 

you should trust everyone. After you’ve done your 

commercial trust analysis (see point 3), you may 

conclude that someone should not be trusted. But 

if you lead with distrust, you won’t even see the 

possibilities.

Hands up who trusts the vendor?

For the ‘battle-scarred’ and 

experienced contract managers 

amongst you, who have been on the 

wrong side of a relationship with a 

manipulative vendor, the concept of 

‘trust’ will be hard to accept

JSPLU[
]LU

KVY

]LUKVY

JSPLU[

An internal survey of the relationship that your service 

users perceive between you and the vendor might 

provide some useful insights.

+VU»[�IL�Z\YWYPZLK�PM�[OL�]LUKVY�PZ�HSZV�RLLWPUN�[YHJR�
of how much their teams trust you, as well as you 

determining how much you trust them.
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3. Commercial trust is about your own personal 

judgement. It’s based on what your instincts 

and evidence tell you about someone’s motives. 

Commercial trust is therefore a competency and a 

process that enables you to operate with high trust 

in potentially low trust environments. It helps you to 

minimise risk and maximises possibilities.

2. Risk. Life is full of risk and there’s no way we can avoid 

it. To trust is to take a risk, but so is to distrust. The 

objective of commercial trust is to manage risk wisely 

and to extend that trust in a way that will maximise 

value in the relationship. To manage this, we need to 

evaluate the degree of risk involved. This requires us to 

know the possible outcomes, their likelihood, and their 

importance and visibility.

It’s important to note, however, that 

commercial trust is not a substitute 

for high expertise in contract 

management

 Life is full of risk and there’s no way 

we can avoid it. To trust is to take a 

risk, but so is to distrust

If their credibility is low and the 

risk of extending trust is high, you 

may decide that it’s smarter not to 

extend trust

3. Credibility. This comes down to the character and 

competence of the people involved. Extending 

trust is sometimes a leap of faith. In making that 

leap, it nevertheless pays to exercise due diligence 

in ascertaining the credibility of the people or 

organisation involved. If their credibility is low and the 

risk of extending trust is high, you may decide that it’s 

smarter not to extend trust. Or you may choose to 

extend trust cautiously, believing that this will help the 

person or organisation to increase in trustworthiness, 

step by step.

4,(:<9,�6-�
;9<:;�9,769;

7,9-694(5*,�+07:�
,=,9@�:6�6-;,5

JSPLU[

It’s important to note, however, that commercial 

trust is not a substitute for high expertise in contract 

management. The two go hand in hand. Commercial 

trust encourages the right behaviours, so you achieve the 

maximum from a well-managed contract.

commercial trust

judgment

suspicion

blind trust

gullibility

no trust distrust

indecision

propensity 
to advance 
commercial 

trust

analysis analysis

Commercial trust analysis

Commercial trust is not ‘blind trust’. You need to carry out 

a reasonable amount of due diligence to ensure your trust 

is well placed.

Your commercial trust analysis should cover three areas:

1. Opportunity. What are you trusting someone with?  Is 

it for them to come up with a key strategy? Resolve 

critical problems? Manage a critical project? Assessing 

an opportunity is simply a matter of identifying what it 

is that you’re taking on trust.

Note that when you try to re-build trust, both the 

vendor’s and your own teams will drop the ball on 

VJJHZPVUZ��+VU»[�SL[�[OL�VKK�ºISPW»�KL�YHPS�[OL�[Y\Z[�
building process.
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Overall, commercial trust is mainly about the individuals 

in both organisations, who have the necessary values 

and a sense of higher purpose – in other words, high 

moral values. If you can’t identify those individuals within 

both organisations, or your early experimentation with 

trust-based initiatives doesn’t work, then you’ll need 

to stick to a power-based relationship, where contract 

interpretation and drafting are key. You will, however, miss 

[OL�THU`�WV^LYM\S�ILULÄ[Z�VM�JVTTLYJPHS�[Y\Z[��^OPJO�HYL�
described below. It’s also worth noting that outsourcing 

contracts are typically poorly constructed, based on faulty 

JVZ[�HUK�ILULÄ[�HZZ\TW[PVUZ��OH]L�HTIPN\V\Z�KYHM[PUN�
and incomplete terms. This makes them a necessary but 

PUZ\MÄJPLU[�NV]LYUHUJL�[VVS�MVY�V\[ZV\YJPUN�

“The chief lesson I have learned in a 

long life is that the only way to make 

a man trustworthy is to trust him; 

and the surest way to make him 

untrustworthy is to distrust him and 

show your distrust”

/LUY`�3�:[PTZVU��H�MVYTLY�<:�:LJYL[HY`�VM�:[H[L

Why does commercial trust matter so much in 
strategic vendor relationships?

In our experience, commercial trust powerfully affects 

an organisation’s reputation, its ability to partner and 

collaborate with others, its capacity to innovate, its 

ability to attract, retain and engage great people, and 

the speed at which it can execute all these aspects of 

success, plus many more.

Thought leaders who deal with strategic vendor 

relationships now understand that implementing and 

practising commercial trust is a major ‘currency’ in its 

own right. It is fast becoming a fundamental basis upon 

which people start, or continue, strategic relationships. 

Thought leaders who deal with 

strategic vendor relationships now 

understand that implementing and 

practising commercial trust is a major 

‘currency’ in its own right

“One day a company might be better 

off asking not what its margins are, 

but what its trust factor is”

?
JSPLU[

]LUKVY

As a comment from Zinc Research stated: “One day a 

company might be better off asking not what its margins 

are, but what its trust factor is.”

��� ���

��� ���

77% of informed 

respondents refused 

to buy services from a 

company they distrusted.

��� ���

��� ���

72% criticised a distrusted 

company to a colleague.
��� ���

��� ������ ���

��� ���

conversely:

55% of organisations say 

they are willing to pay a 

premium to buy from a 

company they trust.

76% recommended a 

trusted company to a 

colleague.

Are both you and the vendor operating to high moral 

values?

For example, the Edelman Trust Barometer showed that:
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Strong commercial trust between the client and vendor 

drives the risk-taking that leads to innovation and 

progress in strategic vendor relationships. When trust 

YPZLZ��[OL�ZWLLK�VM�HJOPL]PUN�ILULÄ[Z�NVLZ�\W�HUK�
costs go down. People are able to communicate faster, 

collaborate better, innovate more and do business more 

X\PJRS`�HUK�LMÄJPLU[S �̀�;OL�*V]L`�3LHKLYZOPW�*LU[LY�JHSSZ�
this the ‘high-trust dividend’.

Strong commercial trust between 

the client and vendor drives the 

risk-taking that leads to innovation 

and progress in strategic vendor 

relationships

JVZ[ZILULMP[Z

JVZ[Z

Z[HMM�YL[LU[PVU�YH[LZ

)LULÄ[Z�VM�VWLYH[PUN�JVTTLYJPHS�[Y\Z[

;OL�ÄUHUJPHS�HUK�VWLYH[PVUHS�ILULÄ[Z�VM�KYP]PUN�
commercial trust across both organisations can be 

ZPNUPÄJHU[�HUK�WYV]PKL�JVTWLSSPUN�L]PKLUJL�MVY�PU]LZ[PUN�
ZPNUPÄJHU[�LMMVY[�HUK�YLZV\YJL��-VY�L_HTWSL!

��A survey in association with the London School of 

Economics showed that clients in vendor relationships 

with strong commercial trust incurred up to 40% 

SLZZ�JVZ[�[V�YLHJO�ZPNUPÄJHU[S`�OPNOLY�VYNHUPZH[PVUHS�
outcomes.

��Gartner Research showed that in major enterprise 

software partnerships that lacked trust, the client was 

likely to invest up to double its anticipated spend in 

[OL�LUK�[V�LUK�JVZ[Z�VM�VWLYH[PUN�[OL�ZLY]PJL��+LZWP[L�
this additional investment, clients were also likely to fail 

to achieve their original business outcomes within two 

years.

�� The stress of being a service user in a dysfunctional 

strategic vendor relationship means that staff turnover 

in departments that use the outsourced service is 

likely to be 55% higher than in organisations that have 

strong trust. While staff turnover might not form part 

of your personal KPIs, the cost to your organisation is 

likely to run into many millions of pounds.

Strong commercial trust helps to generate an 

environment of innovation that drives maximum value.

Strong contract management is essential, but if 

commercial trust is lacking, innovative performance 

will also suffer. 

“It is better to trust and be 

disappointed occasionally 

than to mistrust and be miserable 

all of the time”

John Wooden from UCLA

Research from the Covey Leadership Center indicates 

that organisations that operate with ‘positive intent’ (i.e. 

commercial trust) towards their strategic partners, have 

ZPNUPÄJHU[S`�SV^LY�JVZ[Z�HUK�OPNOLY�THYNPUZ�HUK�YL]LU\LZ�
than their sector peers.

The following page outlines organisations that operate the 

key principles of commercial trust analysis involving the 

assessment of opportunity, risk and credibility.
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�
�

�

 ��
���

Grameen Bank: 98% debt recovery with no signed 
loan agreements; 23% better than industry average 
^P[O signed loan agreements

���

���

WL Gore & Associates: 21% lower costs than 
industry average

���

Zappos: 46% better !nancial returns than 
industry average

���

American Express: 16% lower costs than industry 
average

���

UCLA: 27% higher revenues than industry average

Google: 76% higher revenues than industry average

Wipro: 27% better !nancial returns than industry 
average

����

���
����

PepsiCo: since Indra Nooyi (a staunch believer in the 
principles of commercial trust) became CEO, PepsiCo 
has become the world’s second largest food and 
beverage !rm, increasing its revenues by 72% and net 
pro!t by 100% 

���
Frito-Lay (part of PepsiCo): 17% lower costs than 
industry average

���

���
Avon: 23% more margin than industry average

���

Berkshire Hathaway: 46% better !nancial returns than 
industry average

eBay: 75% better !nancial return than industry average

���
Four Seasons Hotels and Resorts: 25% better 
!nancial returns than industry average

���
SAS Institute: 14% better !nancial returns than 
industry average

6YNHUPZH[PVUZ�^OPJO�OH]L�ILULÄ[LK�MYVT�SV^LY�JVZ[Z�HUK�OPNOLY�THYNPUZ�I`�VWLYH[PUN�
a 'commercial trust' policy.
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The illustrations below provide some insight into the mindsets of individuals involved at the coal face, when asked which 

words they associated with strategic vendor relationships. Small wonder that staff turnover can be so much higher 

where there is poor commercial trust, as we noted earlier.

It’s also not surprising that 

organisations that value commercial 

trust are more invigorating,

dynamic and productive

places to work

Our experience shows that not 

being able to trust commercial 

HUK�Z[YH[LNPJ�WHY[ULYZ�ZPNUPÄJHU[S`�
demotivates the people who manage 

the agreement day to day
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Source: Cullen and Wilcocks, London School of Economics

Trust based partnering

Research also shows that organisations that adopt a trust-based, partnering approach have much more positive 

relationships with their vendors than those that choose a power-based approach. Researchers for the London School 

VM�,JVUVTPJZ�PKLU[PÄLK�[OL�RL`�MLH[\YLZ�VM�IV[O�[`WLZ�VM�YLSH[PVUZOPW��^OPJO�HYL�ZOV^U�PU�[OL�[HISL�ILSV �̂�;OPZ�HSZV�
YLÅLJ[Z�V\Y�L_WLYPLUJL�PU�OLSWPUN�IV[O�JSPLU[Z�HUK�Z[YH[LNPJ�]LUKVYZ�\UKLYZ[HUK�^O`�[OL`�HYL�UV[�HJOPL]PUN�[OLPY�
intended business outcomes.
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]LUKVY

JSPLU[
[LHT

JSPLU[
[LHT

JSPLU[
[LHT

JSPLU[
[LHT

     As our business grows, it becomes increasingly necessary to delegate 
responsibility and to encourage everyone to exercise their initiative. This 
requires considerable tolerance. Those men and women, to whom we 
delegate authority and responsibility, if they are good people, are going to 
want to do their jobs in their own way. 

Mistakes will be made. But if a person is essentially right, the mistakes they 
make are not as serious in the long run as the mistakes management will 
make if it undertakes to tell those in authority exactly how they must do their 
jobs.

Management that is destructively critical when mistakes are made kills 
initiative. And it’s essential that we have many people with initiative if we are 
to continue to grow.

Giving autonomy to both the vendor and your own teams in 

managing the outcomes from the relationship is vital.

Finally, as far back as 1948, William McKnight, then the CEO of 3M Corporation, made the following observation about 

[OL�PTWVY[HUJL�VM�[Y\Z[�PU�HSSV^PUN�PUP[PH[P]L�[V�ÅV\YPZO!

Practical implementation of commercial trust

Working with your strategic vendor to prioritise your 

I\ZPULZZ�V\[JVTLZ�PZ�HU�PTWVY[HU[�ÄYZ[�Z[LW�PU�YLHSPNUPUN�
your relationship. This very act shows you are taking their 

input seriously.

Working with your strategic vendor 

to prioritise your business outcomes 

PZ�HU�PTWVY[HU[�ÄYZ[�Z[LW�PU�YLHSPNUPUN�
your relationship

You should expect resistance to trust 

for quite a while, until people see 

consistent traits in your own personal 

behaviour

Internally, showing commercial trust towards your team 

will go a long way towards permeating trust in your 

organisation. You should expect resistance to trust for 

quite a while, until people see consistent traits in your 

own personal behaviour. The more consistent you are 

in demonstrating trusting behaviours towards your own 

team, the more you will help your team to extend trust to 

`V\Y�Z[YH[LNPJ�WHY[ULY��L]LU�PM�P[�PZ�JH\[PV\Z�[Y\Z[�H[�ÄYZ[��

How can you build commercial trust?

Behaviours that build trust aren’t complicated, but they 

are challenging to implement consistently, every day. This 

is because a whole host of interruptions and competing 

priorities encroach on your time. 

Greg Link, an author, leadership coach and entrepreneur, 

OHZ�HY[PJ\SH[LK�]LY`�^LSS�[OL�Ä]L�Z[LWZ�[OH[�YLI\PSK�
commercial trust in strategic vendor relationships as 

shown on the adjacent diagram.

Behaviours that build trust aren’t 

complicated, but they are challenging 

to implement consistently, every day



:[HY[�^P[O�`V\Y�V^U�ILOH]PV\Y��>L�[LUK�[V�Q\KNL�V\YZLS]LZ�I`�V\Y�PU[LU[PVUZ�I\[�^L�Q\KNL�
V[OLYZ�I`�[OLPY�ILOH]PV\Y��;OPZ�TLHUZ�[OH[�[OL�WLVWSL�HYV\UK�`V\�Q\KNL�`V\�I`�^OH[�`V\�KV��
UV[�^OH[�`V\�RUV^�`V\�PU[LUKLK��:V�KV�^OH[�`V\�ZH`�`V\»YL�NVPUN�[V�KV��^OLU�`V\�ZH`�`V\»YL�
NVPUN�[V�KV�P[��0M�`V\�[Y\Z[�`V\YZLSM�[V�KLSP]LY��`V\�JHU�Z[HY[�[V�[Y\Z[�V[OLY�WLVWSL�[V�KLSP]LY�[VV��
4PJYVTHUHNPUN�PZ�VM[LU�H�ZPNU�[OH[�`V\�KVU»[�[Y\Z[�`V\YZLSM�[V�KLSP]LY��^OPJO�PZ�^O`�`V\�OV]LY�

V]LY�`V\Y�[LHT��;OPZ�WYVTV[LZ�KPZ[Y\Z[��\UKLYTPULZ�`V\Y�WLVWSL�HUK�KPZJV\YHNLZ�[OLT�
MYVT�[HRPUN�[OL�PUP[PH[P]L�

+LJSHYL�`V\Y�PU[LU[�HUK�HZZ\TL�WVZP[P]L�PU[LU[�PU�`V\Y�Z[YH[LNPJ�WHY[ULY��;OPZ�JSLHYS`�ZPNUHSZ�
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�OH]L�NVVK�PU[LU[�HUK�^HU[�[V�IL�^VY[O`�VM�[Y\Z[�
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Governance

Another practical point to be aware of is that CEOs and 

senior executives have a propensity to dip in and out to 

resolve issues when the on-the-ground teams are not 

seeing eye-to-eye. If this happens, be mindful that you 

ULLK�[V�JV]LY�MV\Y�[OPUNZ�HUK�JVUÄYT�[OLT�^P[O�[OL�
vendor at your own level:

1. Find out precisely what issues were discussed between 

your executives and the vendor’s

2. Be clear on what they have agreed

3. Ensure you see any letters or memorandum of 

understanding that have been sent between them

4. Ensure that, as a matter of governance, the outcomes 

HUK�HJ[PVUZ�MYVT�[OLZL�HYL�YLÅLJ[LK�PU�[OL�ZJOLK\SLZ�
contract terms, so everyone is clear as to the expected 

outcomes.

and balanced scorecards for the contract management 

aspects.

It’s also important to remember that the day-to-day 

rebuilding of commercial trust with a strategic vendor is 

hard work, particularly in the early stages. Relationship 

challenges often far outweigh any technical delivery 

challenges in the agreement. In your client management 

(ICF) team, you need high performers with distinctive 

skills, capabilities and good orientation. You have to 

KLKPJH[L�ZWLJPÄJ�YLZV\YJLZ�[V�THUHNPUN�[OL�YLSH[PVUZOPW�
with your strategic vendor if you are to drive real 

collaboration, cost savings and innovation.

+L[HPSLK�KLZPNU�VM�OV^�[OL�
‘relationship’ aspects of the contract 

will operate are critical

Does implementing commercial trust mean strong 
YLSH[PVUZOPWZ�ÅV^�UH[\YHSS`&

Not quite. Successful relationships don’t just happen. 

+L[HPSLK�KLZPNU�VM�OV^�[OL�ºYLSH[PVUZOPW»�HZWLJ[Z�VM�[OL�
contract will operate are critical. This design will ultimately 

be what drives on-the-ground behaviours and whether 

power-based or trust-based relationships emerge 

as victors. In addition to normal project and contract 

management measures, KPIs should include relationship 

values charters, objectives for relationship health checks 

The only relationships that drive 

real innovation, cost savings, 

LMMLJ[P]LULZZ�HUK�]LUKVY�WYVÄ[HIPSP[`�
are those with an appropriate 

balance of power and trust

In addition, people often confuse building commercial 

trust with relaxing terms and KPIs in the written contract. 

/V^L]LY��[OL�VUS`�YLSH[PVUZOPWZ�[OH[�KYP]L�YLHS�PUUV]H[PVU��
JVZ[�ZH]PUNZ��LMMLJ[P]LULZZ�HUK�]LUKVY�WYVÄ[HIPSP[`�HYL�
those with an appropriate balance of power and trust. 

Because of the points made in Step 2 of this guide 

around expert responsibilities, you need to be sure that 

you implement commercial trust in line with the contract 

terms, roles and responsibilities, and contractual escalation 

procedures. More often than not, your contract terms 

and schedules will need updating on an on-going basis 

[V�YLÅLJ[�[OL�JOHUNPUN�º[Y\Z[»�UH[\YL�VM�`V\Y�YLSH[PVUZOPW��
ZLY]PJL�ZWLJPÄJH[PVUZ�HUK�I\ZPULZZ�V\[JVTLZ��

Building trust also requires some informal escalation 

processes, for less critical issues that arise in the 

performance of the agreement. Informal discussions over 

H�JVMMLL�HYL�ÄUL��HZ�SVUN�HZ�[OL`�KVU»[�\UKLYTPUL�[OL�
JVU[YHJ[\HS�[LYTZ��HUK�ZOV\SK�THPUS`�IL�\ZLK�[V�ÄUL�[\UL�
WLYMVYTHUJL��@V\»SS�\Z\HSS`�ÄUK�TVYL�PZ�HJOPL]LK��MHY�TVYL�
quickly, than in formal escalation. Just remember that if 

discussions and processes being adopted on the ground 

are really effective, then update your contract terms to 

YLÅLJ[�[OL�ºZWPYP[»�VM�[OL�HNYLLTLU[�[V�JSHYPM`�[OL�L_WLY[�Z�
responsibilities so that everyone is clear. 

Ultimately, a key factor in building trust is the client and 

vendor spending time together. You need to have capacity 

within the organisation (within the senior stakeholders 

and the ICF team) to build competence and business 

understanding. You can’t just outsource ‘a problem’ and 

then abdicate responsibility. You need to invest time in the 

relationship.

]LUKVY

JSPLU[
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Work in partnership to support your vendor, but don’t 

do their job for them.

Your objectives may be different but this doesn’t 

prevent building trust.



8 steps to improve performance, rebuild trust and maximise value

29www.bestpracticegroup.com

step 6: what to do when the trust ‘wobbles’ 
(and it will)
Life isn’t always simple. The people you trust will usually 

achieve what they promise but there will be occasions 

when they drop the ball. Our advice is to let it go – there’s 

probably a good reason why they fell short this time. You 

JHU�ÄUK�V\[�^O`�I\[�KVU»[�THRL�H�ZVUN�HUK�KHUJL�HIV\[�
it. The time to worry is if it keeps repeating itself, which 

could indicate an underlying cause and an individual who 

needs more support.

You also have to accept that you can’t trust some people 

who just pay lip service to commercial trust. They believe 

in the expediency of treating people with suspicion or 

doing whatever it takes to get ahead. They use commercial 

trust as a technique, rather than as a core belief, and fake 

an outward belief in it to manipulate others.

You also have to accept that you 

can’t trust some people who just pay 

lip service to commercial trust

We’ve all had experiences that shake our belief in our 

core values. A trusted person lets us down or we see 

other people getting away with untruths and manipulative 

behaviour. This can make it appear that ‘everybody’s 

doing it’ and that such behaviour is a more expedient and 

LMÄJPLU[�^H`�VM�NL[[PUN�[OPUNZ�KVUL��
/V^L]LY��JVTTLYJPHS�[Y\Z[�VUS`�ILJVTLZ�WYVK\J[P]L�
when:

��You genuinely believe that you personally are worthy of 

trust.

��You believe that most people can be trusted.

��You believe that extending trust is a better way to lead.

So what do you do if you suspect poor behaviour from 

either your own team or your strategic vendor’s? 

Start by assuming positive intent but use the ‘rule 

of three’. Work with them to foster trust as you 

would normally, but if they let you down three times 

consecutively without good reason, remove them from 

the relationship (or insist the vendor does, if they are on 

the vendor’s side). 

A trusted person lets us down or 

we see other people getting away with 

untruths and manipulative behaviour

JSPLU[
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If your vendor is usually trustworthy, but on the odd 

occasion drops the ball, don’t make a song and 

dance about it.

Sometimes, you just have to accept that some people 

cannot be trusted.

If your own team or the vendor’s team let you down 

[OYLL�[PTLZ�^P[OV\[�NVVK�YLHZVU��ÄYL�[OLT�MYVT�[OL�
relationship.

If you don’t remove them, you will be sending a clear 

message to everyone else: it is acceptable to not do 

what you say you are going to do, when you say you 

are going to do it. This will destroy your hard work in 

rebuilding trust with your own team and your strategic 

partner.
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Self-check when the trust wobbles

When the trust wobbles, it’s important that you ask yourself why. The following questions will help you to ascertain the 

problem areas, and to check your progress in developing commercial trust.

WYLSPTPUHY`�JOLJRSPZ[�MVY�KPHNUVZPUN�WYVISLTZ�^P[O�JVTTLYJPHS�[Y\Z[
HYLH�VM�]LUKVY�YLSH[PVUZOPW ZLSM�JOLJR�PZZ\LZ�[V�JVUZPKLY

Do both parties actively collaborate?

Are there protagonists that do not get on well 

together?

Is there any ‘bad mouthing’ going on?

When something goes well, do both parties recognise 

this and publically compliment the behaviour? 

Are both parties trying to behave ethically towards 

one-another?

Is there a ‘them and us’ dialogue?

Are each party’s drivers and motivations clear to the 

other?

Do both parties do what they say they are going to 

do, when they say they are going to do it?

Do they respect each other’s views?

Do they appreciate the challenges each party has in 

Do they both know ‘what good looks like’ and act 

upon it?

Do they believe they can trust one another?

Do they both perceive that they are putting equal 

effort into maintaining the relationship?

Are the relationships strong at the executive level?

Do both parties have the key executive stakeholder 

support they need to mobilise solutions to challenges?

Does the service user frequently recommend the 

service to internal and external organisations?

Are they as strong at the operational level?
YLSH[PVUZOPW
THUHNLTLU[

WLYJLW[PVUZ

HWWYVHJO�
HUK�H[[P[\KL

Is there constructive feedback on improvements to 

the relationship?

Do both parties warn each other of things that might 

go off the rails? Is there an ‘early warning’ system?

Are there both formal and informal communication 

channels that operate regularly?

Do both parties continually seek to innovate and 

improve the services?

Are both ‘carrots and sticks’ (i.e. incentives and penalties)  

for strong/weak performance being consistently applied? 

Are penalties being applied regularly? If so, why?

Is the satisfaction of both parties being measured 

openly and honestly?

]PZPIPSP[`

WYVJLZZ
HUK

LZJHSH[PVU
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Keep working at it

In summary, it’s inevitable that there will be bumps in the road and you will need to work at overcoming them. 

Remember that commercial trust is about behaviour. 

The way you react to and resolve these issues is crucial to maintaining a trusting relationship.

JSPLU[
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In summary, it’s inevitable that there 

will be bumps in the road and you will 

need to work at overcoming them. 

Remember that commercial trust is 

about behaviour

The way you react to and resolve 

these issues is crucial to maintaining 

a trusting relationship

/LSW�`V\Y�]LUKVY�\UKLYZ[HUK�H[�HU�LHYS`�Z[HNL�PM�`V\�[OPUR�[OL`�HYL�OLHKPUN�PU�[OL�^YVUN�KPYLJ[PVU�
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step 7: bringing it all together: improving 
performance, rebuilding trust and
maximising value
So far in this paper we have looked at your vendor’s 

expert responsibilities, the potential causes of the 

performance issues you’re experiencing and the 

importance of commercial trust. Adding the items below 

to an already strong governance process will help you to 

maximise the value of your strategic vendor relationship 

over its lifetime.

This is not the be-all-and-end-all of every process you 

ULLK�[V�HKVW[��/V^L]LY��P[�KVLZ�MVJ\Z�VU�ZVTL�RL`�
elements we often see are missing in vendor relationships 

that aren’t achieving the client’s business outcomes.

1
2

3

Action 1:  +L[LYTPUL�`V\Y�V]LYHSS�VIQLJ[P]LZ
9LHWWYHPZL�[OL�VYNHUPZH[PVUHS��ÄUHUJPHS�HUK�VWLYH[PVUHS�VIQLJ[P]LZ�`V\�^HU[�[V�HJOPL]L��:PUJL�
successful delivery of these outcomes is the whole purpose of your outsourcing arrangement, 

they are the starting point for everything that follows. Your objectives need to be absolutely clear 

HUK�X\HU[PÄHISL��ZV�`V\�JHU�TLHZ\YL�WYVNYLZZ�HNHPUZ[�[OLT�

1
2

3

Action 2:  +L]LSVW�`V\Y�PUUV]H[PVU�NV]LYUHUJL
Set out a terms of reference for an overall governance structure that is aligned to much closer 

partnership working and driving maximum value from the relationship. Within the governance 

Z[Y\J[\YL��LUZ\YL�[OLYL�PZ�H�KLKPJH[LK�0UUV]H[PVU�)VHYK�[OH[�KYP]LZ�H�JVUZ[HU[�ÅV^�VM�UL^�PKLHZ�
and a mechanism that rewards validation, testing, piloting and implementing ideas that align to 

`V\Y�ÄUHUJPHS�HUK�VWLYH[PVUHS�VIQLJ[P]LZ��(Z�WHY[�VM�[OL�0UUV]H[PVU�)VHYK��LUZ\YL�[OLYL�HYL�JSLHY�
objectives for everyone involved to operate in the spirit of commercial trust.

1
2

3

Action 3:  Prioritise your goals

Work with your strategic vendor to identify the ‘big goals’ you need to achieve over a rolling 12 

month period. Together with your vendor, complete a SWOT analysis and business case for those 

goals, so you can prioritise the organisational outcomes you want to achieve and by when.

1
2

3

Action 4:  Arrange for your vendor to re-scope your priorities and 

business outcomes

Set out a terms of reference with your strategic partner for each of the priorities and business 

outcomes you would like your partner to deliver. Your partner will need to undertake appropriate 

due diligence on the scope of the business outcomes. The output of these exercises will be 

MVY�[OL�WHY[ULY�[V�JVUÄYT�[OL�JVZ[�HUK�[PTLZJHSLZ�VM�^OH[�P[�^PSS�KV�[V�HJOPL]L�`V\Y�I\ZPULZZ�
outcomes, as well as informing you of any compromises you will have to accept and the impact of 

those compromises on your business outcomes.
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1
2

3

Action 6:  Begin implementation

Your strategic vendor should now be ready to start service delivery, so that it is aligned with the 

scoping exercises and your expected business outcomes.

+\YPUN�PTWSLTLU[H[PVU��`V\�ZOV\SK!�

��Focus on the next big goal. This points everyone in the right direction and helps to prevent 

petty squabbles derailing your progress towards your objectives.

��Reward honest behaviour. Individuals who try hard and admit to (and learn from) their 

mistakes are worth their weight in gold, both on your team and the vendor’s. They will ‘jump 

[OYV\NO�ÄYL»�[V�PTWYV]L�ZLY]PJL�KLSP]LY �̀�SLHK�VU�JVTTLYJPHS�[Y\Z[�ILOH]PV\YZ�HUK�THRL�[OL�
partnership work.

��Re-align the written contract terms. Every six months, you should re-align the contract 

[LYTZ��270Z��KVJ\TLU[LK�VWLYH[PVUHS�WYVJLZZLZ�HUK�ZJOLK\SLZ�[V�YLÅLJ[�[OL�ºZWPYP[»�VM�[OL�
agreement. If the parties in the relationship change, then they will have something they can 

benchmark against, to start their own commercial trust building process. If you have to exit the 

JVU[YHJ[��[OLU�`V\»SS�IL�^VYRPUN�^P[O�[OL�SH[LZ[�PUMVYTH[PVU��ZPNUPÄJHU[S`�YLK\JPUN�[OL�YPZRZ�VM�
either in-sourcing or transitioning to a replacement vendor.

��Make commercial trust inherent. Bear in mind that at some point, the individuals operating 

the agreement from your organisation and the vendor will change. Staff will leave, or there 

will be re-structures, or one or both of your organisations may be taken over or merged with 

another. If you don’t have commercial trust, then the goodwill between your organisation and 

the vendor will be damaged. If commercial trust is widespread, then the impact will be minimal.

��Continue pre-implementation scoping. Over time, the services will develop and your 

desired business outcomes will change. As this happens, you should continue to operate the 

pre-implementation scoping process with your vendor. This will provide your vendor with much 

greater clarity of your expected outcomes and will allow them to provide you with much clearer 

and holistic advice. You need them to identify what they can deliver, what they cannot and 

the compromises you’ll need to live with. From a contractual perspective, this allows you to 

reinforce the trust you are building, and you can both rely contractually on the advice you have 

sought from your vendor separately to the solution they are providing.

��Update your performance management as necessary. Ensure your KPIs, service levels, 

contract terms and schedules are continually updated throughout the life of the agreement. 

This will keep them aligned to your evolving business outcomes and drive the right behaviour to 

maximise value and maintain the core values of commercial trust.

1
2

3

Action 5:  Work out the delivery process

Once the vendor has re-scoped your priorities and business outcomes (from Action 4), you’ll have 

H�T\JO�JSLHYLY�PKLH�VM�^OPJO�V\[JVTLZ�^PSS�ULLK�[V�IL�^VYRLK�VU�ÄYZ[�HUK�I`�^OLU��0KLU[PM`PUN�
the people in both organisations who can build or maintain commercial trust is the key. This 

is when the rubber hits the road and you can drive real innovation and partnership working, 

providing the right individuals with the right values are in place with both organisations. Once they 

are, work with your partner to identify the best methods of service delivery to achieve the big goals 

prioritised in your business case(s).
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step 8: what to do if performance refuses to 
improve and trust can’t be re-built
If matters have come to a head and no matter what 

you’ve tried your strategic vendor is simply unable to 

achieve the business outcomes you expected, then 

you may have no other option but to terminate the 

agreement between you. Under normal circumstances, 

you should never consider terminating an outsourcing 

relationship early. There are usually mechanisms to 

rebuild both performance and trust. Sometimes, it might 

ULLK�HU�PUKLWLUKLU[�WHPY�VM�L`LZ�[V�ÄUK�[OL�\UKLYS`PUN�
cause of the non-performance and to help you work out 

how these might get addressed, without the need to 

terminate.

Where you believe there is genuinely no hope of 

rebuilding a strategic vendor relationship, our white 

paper called 'Failed outsourcing relationship? 10 steps 

to getting out safely and quickly’ goes into more detail 

about the steps you need to go through to safely secure 

an early exit.

A brief summary of these steps is set out below: 

Step 1: Are you sure you need to terminate?

Terminating and exiting a strategic vendor agreement is 

H�THQVY�\UKLY[HRPUN�^P[O�ZPNUPÄJHU[�YPZRZ��IV[O�ÄUHUJPHSS`�
and operationally. It’s not something to undertake lightly 

or because emotions are running high. You need to 

be sure that you have done everything you reasonably 

JHU�[V�Ä_�[OL�YLSH[PVUZOPW�ILMVYL�`V\�[LYTPUH[L��0U�MHJ[��
if matters come to court, you are likely to be penalised 

on costs if you haven’t made reasonable efforts. 

Renegotiating the relationship could also be an effective 

– and less risky – course of action.

:[LW��!�4HRPUN�[OL�JHZL�MVY�[LYTPUH[PVU�¶�ILULÄ[Z�
versus risks

;LYTPUH[PUN�[OL�JVU[YHJ[�T\Z[�IL�[YLH[LK�HZ�H�ZPNUPÄJHU[�
project in its own right, which means it requires a 

business case before you go ahead. Your business case 

must assess the strengths, weaknesses, opportunities 

and threats of terminating. Only if this analysis stacks up 

should you proceed.

Step 3: Work out what will replace the services 
you’re terminating

When an outsourcing agreement goes wrong, the stress 

and emotional strain can dominate your thoughts. 

/V^L]LY��\USLZZ�`V\�ÄUK�H�UL^�^H`�VM�NL[[PUN�[OL�
service delivered (whether in-house, via an alternative 

strategic partner or a combination of both) and undertake 

appropriate due diligence on it, then there is no 

guarantee that you will be better off once you’ve exited 

the relationship. One of the best uses of your time ahead 

of termination is therefore to consider what you want 

to do once you’ve terminated, whether that’s bringing 

the services in-house or transitioning to another vendor. 

In either case, you need to begin preparation and have 

completed your due diligence before you terminate, to 

smooth the handover process and minimise the risk.

&
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Your lawyer may be a contractual superman, but 
if outsourcing is killing your business - what do 
you do?

Why has the relationship failed?
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Step 4: Plan your exit

Getting out of a relationship is as much of a project as 

is getting in, but with potentially more operational and 

ÄUHUJPHS�YPZRZ��(�^LSS�JVUZPKLYLK�L_P[�WSHU�HSSV^Z�`V\�
to identify what you will need to make a successful 

transition. There are many issues that often get missed 

during the exit process, so a proper plan will ensure 

you cover these off too, minimising the potential for 

disruption. You can use the business case for termination 

detailed in step 2 of our ‘Failed outsourcing relationship? 

10 steps to getting out safely and quickly’ white paper 

(download from our website) to measure the progress 

of your exit and ensure everything is proceeding as 

intended.

Step 5: Prepare your evidence

To make the termination process as smooth as possible, 

you will need evidence that your vendor has failed 

to achieve the business outcomes you expected. In 

preparing this evidence, it’s vital that you focus on 

the right elements. A key part of this is your vendor’s 

‘expert’ responsibilities (see earlier in this document or 

our ‘Strategic Vendor Responsibilities’ guide for a more 

comprehensive view). The main point to note is that if, 

during procurement, you relied on your vendor’s expert 

advice as to how they could improve service delivery 

and/or reduce service costs, then the vendor has clear 

contractual obligations towards you as part of its ‘expert 

responsibilities’, even if these are not expressly detailed 

within the contract terms. You might consider engaging 

an external specialist to assess the evidence from an 

independent and ‘critical friend’ perspective, to ensure 

you are adopting the most effective approach.

Step 6: Sanity check your evidence

Once you’ve gathered your evidence, the next step is 

to evaluate whether it shows what you thought it would 

and that it’s strong enough to proceed. Evidence is often 

imperfect. At the end of this stage you should know 

whether or not it shows, on balance, that the vendor 

delivered to your expected business outcomes (not 

necessarily just to their contractual KPIs, which may not 

align with your outcomes). You will also be clear whether 

you have interpreted vital elements of your evidence 

correctly, such as your vendor’s expert responsibilities 

and how they should be benchmarked against what is 

reasonable.

The safest and most cost-effective way to check your 

evidence is to have someone independent undertake a 

‘critical friend’ challenge, so they can advise you of what 

works, what doesn’t and where your focus of evidence 

should be, according to the business outcomes you are 

trying to achieve.

Planning what ‘good’ looks like.

Failing to plan your exit properly, means more risk, 

costs and longer time scales.

Gathering evidence is hard. Where do you focus?

Is your evidence focused in the right direction?
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Step 7: Choosing the right forum for your 
termination

When you decide to terminate your agreement, there are 

a number of different forums you can use for doing so – 

negotiations, mediation, expert determination, arbitration 

or litigation. Each has advantages and disadvantages, 

depending on what you are trying to achieve. Selecting 

[OL�YPNO[�MVY\T�JHU�ZPNUPÄJHU[S`�YLK\JL�`V\Y�JVZ[Z�HUK�
speed up the process. There is little point proceeding 

directly to litigation if a less formal and lower cost process 

can achieve your goals.

Step 8: Negotiating the termination and exit 
with your vendor

Negotiating a termination and exit is challenging and 

LTV[PVUZ�VM[LU�Y\U�OPNO�VU�IV[O�ZPKLZ��/V^L]LY��[OLYL�
are steps you can follow which will smooth the process 

and increase your chances of a successful outcome. In 

particular, if your vendor has breached both its express 

contractual KPIs and its expert responsibilities, and you 

have had the evidence independently validated, then the 

negotiation process will be much swifter.

Setting out your arguments clearly, with solid and 

independently validated evidence, will help your vendor 

to understand that it will cost them more to resist the 

termination and exit than it will to comply, agree and 

support the process. Always be sure to align your 

termination and exit negotiation strategy with the 

written contract terms, and always seek independent 

HUK�X\HSPÄLK�HK]PJL�PU�YLZWLJ[�VM�MVYTHS�[LYTPUH[PVU��
+HTHNLZ�MVY�HKVW[PUN�[OL�^YVUN�[LYTPUH[PVU�HUK�L_P[�
procedure can be penal.

Step 9: Managing the exit process

Once you have formally terminated the relationship, you 

need to treat the exit process as a key project in its own 

right. As with any project, it must have resources allocated 

to it, external and internal support, key milestones, 

VIQLJ[P]LZ��WH`TLU[�WYVÄSLZ�HUK�WLYMVYTHUJL�[HYNL[Z�[V�
be met. You must also make sure that you manage the exit 

process in the right way, so your actions don’t inadvertently 

remove your vendor’s expert responsibilities. Governance 

and performance management are critical to success. 

Make sure you give it the time and attention it needs.
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Negotiating a termination can be very emotional.

A rapid transition is usually achieved by focusing on 

evidence, planning and outcomes.

In any formal dispute you must attempt mediation 

before litigation.

Step 10: Hiring lawyers and technical experts (why 
you should, and why you shouldn’t)

Many clients need independent support when terminating 

H�JVU[YHJ[��[V�H]VPK�[OL�WV[LU[PHS�ÄUHUJPHS�KHTHNLZ�[OH[�H�
vendor can claim if the contract is terminated incorrectly. 

It is therefore vital to choose the right lawyer and technical 

expert, instruct them properly and to manage their output, 

so you get the outcomes you want and achieve value for 

money.

The right lawyer or technical expert can add considerable 

value by keeping the focus of your evidence right, 

speeding up the process and minimising all costs 

(including their own). They will help you to avoid mistakes 

that will undermine your position and give you the support 

and independent perspective you need to successfully 

pursue your case.

For a detailed explanation of how to terminate and exit an 

outsourcing contract, see our guide ‘Failed outsourcing 

relationship? 10 steps to getting out safely and quickly’, 

which is available from our website.

JVZ[Z
YL]LU\LZ
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Remember; the outcome is to put your business into 

a better place.



8 steps to improve performance, rebuild trust and maximise value

37www.bestpracticegroup.com

example of vendor performance 
improvement; case study 1 - public 
sector
Large local authority - Avoiding termination and maximising performance and 
value of a strategic vendor relationship

The issues

�� The Council had engaged a strategic partner to 

provide outsourced and commissioned services. This 

covered 64 different activities, ranging from the contact 

JLU[YL�[V�WHYRPUN��HUK�/9�[V�0*;�
�� -P]L�`LHYZ�SH[LY��[OL�*V\UJPS�OHK�ZPNUPÄJHU[�JVUJLYUZ�

about its partner’s service delivery. Customer 

satisfaction averaged around 28%, despite the Council 

W\[[PUN�PU�ZPNUPÄJHU[�L_[YH�ÄUHUJPUN�HUK�YLZV\YJLZ��HUK�
*V\UJPS�Z[HMM�VM[LU�OHK�[V�Ä_�PZZ\LZ�[OLTZLS]LZ��7VVY�0;�
services also made many primary services ineffective, 

driving up costs and destabilising the service. Including 

all the end-to-end costs, the IT services cost nearly 

double what they should have done.

��Over the years, the Council had paid large fees to 

IS\L�JOPW�HK]PZVYZ�HUK�THNPJ�JPYJSL�SH^�ÄYTZ�[V�
persuade or contractually force the vendor to achieve 

the Council’s expectations. Unfortunately, poor service 

soon resumed.

�� The Council considered early termination of the 

YLSH[PVUZOPW��9LHSPZPUN�[OH[�[OPZ�^HZ�H�ZPNUPÄJHU[�YPZR��P[�
instead instructed BPG to review the relationship and 

inform the Council about its options.

BPG activity

�� The Council asked BPG to review key service areas, 

particularly those having the most adverse operational 

HUK�ÄUHUJPHS�PTWHJ[��)7.�ILUJOTHYRLK�[OL�ZLY]PJLZ»�
operational performance and their total cost, and 

assessed the express contractual obligations of 

the vendor and the Council. BPG also reviewed the 

vendors ‘expert responsibilities’ and whether it had 

appropriately discharged them.

��BPG then considered the ‘commercial trust’ between 

the Council and the vendor. This included whether 

appropriate procedures for building and maintaining 

trust were in place, and the impact of those trust 

behaviours on the parties’ ability to innovate and 

transform service delivery.

��As well as some minor breaches of the vendor’s 

express contractual obligations, BPG’s root-cause 

HUHS`ZPZ�PKLU[PÄLK�ZLYPV\Z�IYLHJOLZ�VM�[OL�]LUKVY»Z�
undocumented ‘expert obligations’. With the best of 

intentions, the Council had requested service changes 

to help the vendor achieve the Council’s business 

outcomes. The vendor had failed to warn the Council 

that this would cause material operational impacts. 

�� -\Y[OLY�HUHS`ZPZ�PKLU[PÄLK�[OH[�[OL�JVTTLYJPHS�[Y\Z[�PU�
the relationship had reached an all-time low. Innovation 

had stagnated, governance meetings had degenerated 

into confrontation and there was no progress with 

improving or reshaping the services. Conversely, the 

Council was unable to quantify ‘what good looked 

like’ for its services and was not providing some of the 

resources it had promised.

�� Through workshops, BPG helped the Council identify 

‘what good looks like’ for its business outcomes, 

governance, innovation, operational management and 

performance reporting. BPG then developed a service 

improvement plan and a process for re-building trust, 

which was implemented and measured. To re-build the 

relationship, some individuals from both the vendor and 

Council had to be replaced with ‘likeminded’ people, 

with strong motivations and high moral values.

��BPG used its knowledge of ‘expert responsibilities’ to 

help the Council’s legal advisors and the vendor clarify 

the contractual terms and schedules. This created a 

common understanding of expectations in the terms, 

promoting innovation and trust-building behaviours. 

BPG also put key operational aspects of the contractual 

[LYTZ�PU[V�KPHNYHTZ�HUK�ÅV^�JOHY[Z��;OPZ�PTWYV]LK�
transparency and helped everyone understand how the 

contract operated, and the roles, responsibilities and 

constraints all parties worked within. An on-going re-

shaping process was also implemented, to ensure the 

contract terms, governance, business objectives and 

requirements remain aligned through the agreement’s 

life.

Outcomes

��Contributed £2.5m in direct cashable savings to the 

Council and the vendor improved its margins.

��Customer satisfaction increased from 28% to more 

than 70% within 4 months, and is now at 93%.

�� The trust between the two parties is very high and 

the vendor has won many pieces of new work from 

the Council.

��Both sides’ reputations are not only intact, but 

much stronger.

�� �)LULÄ[Z�HJOPL]LK�^P[OPU�����KH`Z��VU�HU�LUK�[V�
end basis.
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example of vendor performance 
improvement; case study 2 - private 
sector
Large medical insurance company - Turning around a badly performing
business transformation initiative and systems integration project
The issues

�� The Insurance company had regulatory issues 

because its IT systems and claims procedures lacked 

appropriate compliance. The company therefore 

outsourced its business analysis and core IT systems 

development to a specialist partner, with a track 

record in medical insurance and supporting IT claims 

management systems. This arrangement covered 

operational and transactional services on which the 

company had built its reputation.

��A three-stage re-evaluation of the company’s 

VWLYH[PVUHS�WYVJLZZLZ�SLK�[V�H�Ä]L�Z[HNL�I\ZPULZZ�
transformation and systems integration plan. Full 

VWLYH[PVUHS�JVTWSPHUJL�HUK�ILULÄ[Z�YLHSPZH[PVU�^HZ�
expected to take 18 months and cost £2m.

�� Four years later, the business transformation was only 

WHY[PHSS`�PTWSLTLU[LK�HUK�Q\Z[�[OL�ÄYZ[�PU[LNYH[PVU�Z[HNL�
was operational, with the second 75% complete. The 

company’s unresolved compliance problems were 

threatening its ability to write new business and the 

programme’s costs had reached £4.5m. Forecast 

JVTWSL[PVU�^HZ�H�M\Y[OLY�Ä]L�`LHYZ�HUK�� T�H^H �̀�
taking the programme to ten years and £13.5m 

investment. The Insurer had engaged several blue-

JOPW�HK]PZVY`�ÄYTZ�[V�KYP]L�WYVQLJ[�JVTWSL[PVU��^P[OV\[�
success.

BPG activity

�� The Insurer asked BPG to undertake a technical 

and contractual review of the programme, assess 

the vendors advisory capability and stakeholder 

management, and identify whether it could complete 

the programme within a reasonable timeframe and cost.

��BPG reviewed the Insurer’s original business plan, 

along with the vendor’s bid response and the 

representations it had made about its expertise 

in transforming similar businesses. Next, BPG 

investigated the express contractual obligations of both 

parties. The vendor’s ‘expert responsibilities’ were key 

in determining the expertise it represented it had, and 

the expertise the client would be reasonably expected 

to understand. This helped to identify whether the 

vendor had appropriately discharged its ‘expert 

responsibilities’. BPG then considered whether the 

Insurer trusted the vendor to complete the programme 

and whether procedures for building and maintaining 

trust were in place.

��BPG’s investigation revealed material failures by both 

sides. The client did not take operating governance 

seriously and had not provided the promised skilled 

resources to the vendor. The vendor, meanwhile, 

viewed the client as a ‘cash cow’. It had not 

discharged a number of its key ‘expert responsibilities’, 

to warn the client of the adverse consequences of 

the client’s approach to the programme. The vendor 

raised ‘light’ concerns at the (occasional) governance 

meetings but did not operate strong programme 

KPYLJ[PVU�VY�W\ZO�[OL�JSPLU[�[V�M\SÄS�P[Z�YLZWVUZPIPSP[PLZ��
The vendor was not discharging its ‘duty to warn’ the 

JSPLU[��ZV�[OL�WYVNYHTTL�ZSPWWLK�ZPNUPÄJHU[S �̀
��BPG’s workshops helped the Insurer identify and 

quantify its business outcomes, governance process, 

programme/project management and performance 

reporting. A service improvement plan and a process 

for re-building trust in the relationship was implemented 

and measured. The Insurer’s management put its full 

weight behind the initiative and the vendor replaced its 

WYVNYHTTL�THUHNLTLU[�[LHT��:PNUPÄJHU[�WYVNYLZZ�
was made within weeks.

��BPG used its contractual knowledge of ‘expert 

responsibilities’ to help the company’s legal advisors 

clarify the contractual terms and schedules, so 

that clear expectations were documented and re-

contracted for. BPG also put operational aspects of 

[OL�JVU[YHJ[\HS�[LYTZ�PU[V�KPHNYHTZ�HUK�ÅV^�JOHY[Z��
This helped the operational teams from both sides 

understand how the contract operated, and the roles, 

responsibilities and constraints all parties had to work 

within.

Outcomes

�� Improvements in the client’s ability to resource, 

govern and manage the vendor relationship to a 

successful conclusion.

�� (�JSLHY�YVHKTHW�MVY�WYPVYP[PZPUN�HUK�ÄUHSPZPUN�[OL�
business transformation, systems integration, 

development and process changes. Costs and 

timescales reduced by two thirds and three quarters 

respectively.

��      Much clearer focus on innovation in customer-facing 

systems and improved operational processes, 

allowing the client to increase its ‘win rate’ for new 

business.

�� The client and vendor strengthened their relationship 

and have worked together on new initiatives.

��Cash savings of £6.5m and timescales to completion 

reduced to 18 months. The end-to-end process was 

completed within 145 days.

38 www.bestpracticegroup.com
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Best Practice Group is an independent advisor 

that helps you reduce the cost of working with major 

outsourcing, technology and shared service partners, 

^OPSZ[�LUZ\YPUN�`V\�NHPU�TH_PT\T�ILULÄ[�MYVT�[OL�
solutions they provide to you in a much shorter time 

frame. We make vendor partnerships work…

A proven track record

The reputation we have achieved for delivering strong 

working partnerships between client organisations 

and the strategic vendors, whilst producing direct 

cashable savings, is based upon a proven track record 

of working in close collaboration with you. With over 

500 previous vendor partnership successes, all of our 

clients are directly fully referenceable 

http://www.bestpracticegroup.com/testimonials

We help clients in 3 ways:

� ��*YLH[PUN�UL^�]LUKVY�YLSH[PVUZOPWZ
� �� 0TWYV]PUN�L_PZ[PUN�vendor relationships

� ��Vendor transition and exit management

Our specialist advisors are unusual in that they have 

overlapping technical and contractual expertise; they 

take a proactive, hands-on approach helping your teams 

NL[�T\[\HS�ILULÄ[�MYVT�JVTWSL_�HUK�Z[YH[LNPJ�]LUKVY�
relationships. Ultimately, Best Practice Group can help you:

��*\[�VWLYH[PUN�JVZ[Z�I`��������

��(JOPL]L�I\ZPULZZ�V\[JVTLZ�[^PJL�HZ�MHZ[

���;\YU�`V\Y�]LUKVY�PU[V�[OL�[Y\L�WHY[ULY�`V\�HS^H`Z�
wanted them to be.

about best practice group

introducing the specialists who 
can help support your teams
With experience in over 500 service provider partnerships, our specialists have proven track records. Please contact 

any of the individuals below for an informal chat.

Allan Watton 
Director
awatton@bestpracticegroup.com

Allan specialises in the innovation side of 

re-thinking how organisations contract for 

innovative partnerships with strategic vendors. 

/L�^VYRZ�[V�LUZ\YL�[OH[�[OL�TH_PT\T�
possible value is attained from your service partner. 

Peter Carter 
Associate Director
pcarter@bestpracticegroup.com

Peter ensures that working relationships between 

client organisations and their strategic vendors 

HYL�NV]LYULK�JVYYLJ[S �̀�/L�OHZ�H�RLLU�MVJ\Z�
on ensuring that the relationship between an 

organisation and its vendor aligns with the contractual terms and 

[OH[�[OL`�HYL�PU[LYWYL[LK�HUK�HJ[PVULK�HWWYVWYPH[LS �̀�/L�LUZ\YLZ�
that vendors are suitably motivated by your internal teams to reduce 

costs and improve service delivery outcomes on an ongoing basis. Richard Kerr 
Director
rkerr@bestpracticegroup.com

Richard specialises in helping providers 

understand how they can offer maximum 

value to an organisation’s desired business 

V\[JVTLZ��/L�^VYRZ�[V�[YHUZSH[L�WYV]PKLYZ»�
WYVTPZLZ�PU[V�ÄYT�JVU[YHJ[\HS�[LYTZ�[V�LUZ\YL�[Y\L�PUUV]H[PVU��
partnership working, and strong relationship management.

Jayne Bacon 
Senior Advisor
jbacon@bestpracticegroup.com

Jayne specialises in the programme management 

of complex strategic vendor partnerships. She 

enables the outcomes from these relationships 

to be realised in an accelerated timeframe, thus 

ZPNUPÄJHU[S`�YLK\JPUN�[OL�JVZ[�VM�ZLY]PJL�KLSP]LY`�^OPSZ[�PUJYLHZPUN�
service delivery outcomes.

Chris Browne 
Director
cbrowne@bestpracticegroup.com

Chris specia lises in ensuring that your business 

JHZLZ�HYL�JSLHYS`�X\HU[PÄLK�HUK�HSPNULK�^P[O�
your business outcomes. Furthermore, he 

works to identify service providers that can 

support your culture and innovate your service delivery.

Stephen James 
Advisor
sjames@bestpracticegroup.com

(�ZWLJPHSPZ[�PU�[OL�[LJOUVSVN`�ÄLSK��:[LWOLU�
has a strong background in software systems 

[OH[�KYP]L�ZLY]PJL�WYV]PKLY�WLYMVYTHUJL��/L�PZ�
adept at managing programmes to ensure your 

business objectives are met.

Allan Watton
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example clients of best practice group 
(BPG): private, public and third sector
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Lisa Bibby, BSF Strategic Programme Director

States of Jersey
Caroline Hastings,

Director of Strategic Procurement 

Westminster City Council
Tony Glew, Chief Information Of!cer

.”

Ash!eld District Council
Gareth Bott, 

Head of Finance & IT

‘

“BPG is very !exible. We started out with a health check, but this was soon 
extended, as BPG was very willing to adapt its standard health check to meet our 
needs. We had been experiencing a number of performance issues with one of our 

outsourced managed service providers, and needed to assess our options. BPG did a 
documentation review, held interviews and ran a workshop with the council personnel, 

which provided reassurance that we had correctly understood the situation we were in, and 
con"rmed that we needed to renegotiate the contract. ‘The outcome also prompted us to 
consider other aspects of procurement, and work with BPG to identify ways of improving 

the future performance of providers of outsourced managed services. The people at 
BPG impressed with their knowledge and the breadth of their understanding in this 

area, and the !exibility and adaptability of their approach were big positives too. 
Because of the way they work, they "tted in really well as part of the wider 

team. I can certainly recommend BPG for this sort of work, and 
would be happy to work with them again in the future.”

Blackburn with Darwen
Borough Council

“Services were excellent – Delivered a holistic 
service that took account of all aspects of the 

procurement including overall programme governance, 
tactical approach, negotiating position, risk position, 

business bene"ts. All information and tasks were 
delivered on time and to a high standard. Access 

to other legal and technical support has 
also been invaluable.”

“When I "rst moved to the Colchester Institute, I was put in 
charge of a set of contracts I didn’t feel were delivering.  In a 

single, one-day workshop, BPG "xed the problem.  They opened up 
a lot of possibilities to make older contracts deliver.  BPG now helps 
with every tender, quote and legal issue that comes across my desk.  

They’re invaluable whether or not you have in-house 
procurement-contract experts.  When I "rst started working 

with BPG, I was well out of my comfort zone with 
contracts. But now my organisation and I are 

very con"dent negotiators.”

Colchester Institute 
for Higher Education

Jayne Bacon, e-Learning Manager

“When the council started to review its provider’s 1500 page 
service contract we discovered that numerous uncontrolled changes and 
additions had been made over the years, some of which had been imple-

mented and some which hadn’t. The problem was that because no single person 
had oversight of the relationship, the service deliverables were never properly 

monitored. In order to understand where we stood, we brought in BPG to analyse the 
contract from the standpoint of governance, service quality, "nancial transparency and 

risk exposure. Having helped us to understand the contract and the issues that 
needed to be addressed, BPG then undertook direct talks with the supplier, 

negotiating a 120 day period in which they had to prove their ability to ful"ll the 
council’s expectations. In clarifying the provider’s contractual obligations and 

by instituting a "rm deadline for delivery, BPG has put the council in a 
position of strength to decide whether or not to stay with the 

incumbent or to seek a new provider.”

“We engaged Best Practice Group PLC to help 
with a corporate procurement that had no natural 

lead area within our organisation – a major project crossing 
many different service groups. BPG were great at keeping that 

process moving, and they also provided the support needed to 
reduce risk. BPG are clearly experts and they identi"ed a lot of less obvious 
pitfalls using the Catalyst and the OJEU procurement processes. Some organisations 

may not see the value of using a company like BPG to provide a framework to use 
themselves and/or manage the entire procurement process – but organisations 

who want a mature, professional relationship with suppliers will "nd it well 
worth the investment. BPG helps get all the issues out from the start so 

that everyone’s clear who’s responsible for what, which 
suppliers really appreciate too. It means no surprises 

for them or for us.”

example client references
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If you’re considering commissioning a service or a 

managed service relationship with a strategic vendor, 

talk to Best Practice Group. We have the framework, 

skills and all the templates you need to help support your 

team to set up and run either internal or vendor based 

commissioned services, or both. This includes:

��(�WYV]LU�WYVJLZZ�MVY�ZL[[PUN�ZWLJPÄJH[PVUZ�[V�
 improve performance quickly; as well as a template 

� SPIYHY`�VM�ZLY]PJL�ZWLJPÄJH[PVUZ�^OPJO�JHU�IL�
 aligned to your circumstances, thus accelerating 

� JVUZ[Y\J[PVU�VM�ZWLJPÄJH[PVUZ

�� �;LTWSH[L�:LJ[PVU����HNYLLTLU[Z�^OLU�H�W\ISPJ�
sector to public sector relationship is required, as 

well as agreements for private sector contracts. 

These agreements ensure accountability, encourage 

collaboration to innovate, reduce costs and improve 

ZLY]PJLZ��HUK�^OPJO�JHU�IL�HSPNULK�[V�`V\Y�ZWLJPÄJ�
services and circumstances

��(�WYVJLZZ�MVY�WLYMVYTHUJL�TLHZ\YLTLU[�HUK�
 management, and for managing service changes 

 throughout the contract

��(�YLZOHWPUN�WYVJLZZ�[OH[�KYP]LZ�PUUV]H[PVU��
 collaboration and true partnership working to 

 achieve better outcomes at lower cost.

Our framework can considerably accelerate the 

[PTLZJHSLZ�[V�HJOPL]L�ILULÄJPHS�V\[JVTLZ��HUK�YLK\JL�
the risks of service commissioning, and ultimately lead to 

ZPNUPÄJHU[�YLK\J[PVUZ�PU�`V\Y�ZLY]PJL�KLSP]LY`�JVZ[Z��>L�
have a deep understanding of both the operational and 

contractual aspects of service provision, so we are ideally 

placed to help you achieve your desired outcomes. 

Best Practice Group has already worked on over 500 

relationships in service commissioning, service integration 

and managed services. To date we have helped 

organisations re-align their intelligent client functions to 

reduce commissioned / integration / managed service 

costs by 15% to 35% per annum. For more information 

on how Best Practice Group’s approach has helped these 

organisations make savings and improve services visit 

www.bestpracticegroup.com or if you would like an 

PUMVYTHS�JOH[�PU�JVUÄKLUJL�HIV\[�[OL�PZZ\LZ�`V\Y�
organisation faces, please get in touch. Our   contact 

details are provided on the back of this guide.

how to reduce costs and improve 
service outcomes



accelerating the performance 
improvement process
You can accelerate your organisation’s approach to reducing costs and improving service outcomes by outsourcing 

services by adopting Best Practice Group’s (BPG) framework.

in-house resources using BPG support

Performance
monitoring

£ £

Alignment
of !nancial
bene!ts &

service
outcomes

-694(;065 0473,4,5;(;065

   

Methodology to generate
and facilitate new ideas to 
innovate and re-shape service
delivery for better service 
outcomes and reduce costs

Best 
method 

of 
service 
delivery

Identify
challenges

Clarify
business

case

��(SPNU�[LTWSH[L�KVJ\TLU[Z�[V�
   organisation and vendor specific 
   requirements
��>VYRZOVW�[V�L_LJ\[P]LZ
��-HJPSP[H[PVU���clarification of 
   service delivery 

��0U�OV\ZL�VY�L_[LYUHS�]LUKVYZ
��;HSR�[V�L_PZ[PUN�]LUKVY
��*HU�`V\�^VYR�[VNL[OLY&

��>OLYL�HYL�`V\�UV^&
��>OH[»Z�[OL�ZOVY[LZ[�YV\[L�
���[V�LMMLJ[P]LULZZ&

Re-
alignment
of service
delivery

4H_PTPZL�[OL
]HS\L�VM�`V\Y�

PU�OV\ZL
JSPLU[�[LHT

Service
innovation

& reshaping

��*VU[PU\HS�TVUP[VYPUN�VM�
���]LUKVY���PU[LNYH[PVU�
   partner performance 
��Improve poor performance 
���X\PJRS �̀�^P[OV\[�
   jeopardising relationships

�
/V^�KVLZ�)7.�HJOPL]L�[OPZ

&

BPG trains client 
teams in an evidence 
based approach to 

renegotiate 
agreements directly 
with vendors without 

further BPG 
involvement.

BPG
existing
document
templates

BUSINESS CASE

PROVIDER CONTRACT

S.75 AGREEMENT

SPECIFICATIONS

£

;YHUZP[PVU�VM�ZLY]PJLZ�
to the new vendors

Evidence focus, 
contract alignment, 

facilitate
partnership

working
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If you’re considering 
maximising the value you
achieve from your strategic
vendors, talk to 
Best Practice Group.

Northern Of!ce 

Atria, Spa Road, Bolton BL1 4AG

Southern Of!ce 

���:[�4HY`�(_L��3VUKVU�,*�(��)+
T:  
E:

www.bestpracticegroup.com

0845 345 0130  F: 0845 345 0131

advice@bestpracticegroup.com

© Best Practice Group plc

important
notice:
The information provided in this document is generic. 

It is based on a practical approach to determining 

how best to approach the process of improving 

vendor performance and business outcomes from 

[OL�HNYLLTLU[��/V^L]LY��LHJO�VYNHUPZH[PVU�PZ�SPRLS`�[V�
OH]L�H�KPMMLYLU[�PU[LYWYL[H[PVU�HUK�ZWLJPÄJ�PZZ\LZ�[OH[�P[�
has to address in reaching a conclusion about how to 

drive maximum value and re-build trust in their vendor 

relationship.

When considering how to improve the relationship 

^P[O�`V\Y�]LUKVY��`V\�^PSS�OH]L�ZWLJPÄJ�JPYJ\TZ[HUJLZ��
evidence and behaviours that are unique to your 

situation. Some of these items will help facilitate driving 

maximum value and to re-build trust between you all. 

6[OLYZ�^PSS�ZPNUPÄJHU[S`�KL[YHJ[�MYVT�`V\Y�HIPSP[`�[V�KV�ZV��
For these reasons, it would be unwise to rely solely on 

[OPZ�KVJ\TLU[�HZ�KLÄUP[P]L�HK]PJL�HUK�)7.�HJJLW[Z�UV�
liability whatsoever for any losses, claims, proceedings, 

expenses or liability arising from any actions you or 

your organisation undertakes from the information in 

this document. You should contact BPG to discuss any 

ZWLJPÄJ�PZZ\LZ��HZ�[OL�PUMVYTH[PVU�PU�[OPZ�N\PKL�TH`�UV[�
be appropriate for your particular circumstances.


