
Whitepaper

5 STEPS TO REALIZING VALUE
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Stages of Contract Lifecycle
Management

Contract Lifecycle Management involves effectively 
managing the various stages of contracting – from 
creation through execution and analysis of contracts – 
for maximizing operational and financial performance 
and minimizing risk. Effective CLM is the key to ensuring 
maximum operational and financial performance from 
contracts while minimizing risk. Before discussing the 
common challenges ncountered for effective CLM let us 
have a brief overview of the various stakeholders involved 
during the various stages (Image1) of CLM.

This whitepaper discusses the challenges impeding 
effective contract lifecycle management & lists 5 steps 
that organizations can follow to realize value from CLM.
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Stakeholder involvement at different stages of CLM

CLM Stakeholders
Contract & CLM processes have different significance to a lot of people within
the organization. Legal looks at contracts more from the perspective of risk
mitigation and plays a pivotal role during the contract creation stage.

For the CFO, apart from tracking internal & external compliance, supply side
contracts mean bottom line results while sales side contracts mean top line
results.

For the head of sales, the CLM process is relevant during the contract
creation & compliance tracking stages.

Shareholders Participation
The table below provides a snapshot for the involvement of the stakeholders.
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Challenges to Effective CLM

1. Tracking global contracts is a challenge

Contracts usually exist in different currency formats, different terms
& conditions and are spread across the organization. With the effect
of globalization companies today are dealing with a host of suppliers
spread across the globe.

Consider company ABC with a transport contract of $100,000 having
a provision for escalator/de-escalator clauses based on fuel prices.
This clause has a threshold for $15 fluctuations, i.e. the clause states that
the change in contract price is equal to 30% of original contract rate * 
(change in oil price / reference price) if the price of oil moves by $15 in
either direction. The price of oil on the index falls from a reference price
of $135 in July 2008 to $56 in May 2009. The change in the contract
rate for the given change in oil prices would be equal to 
0.30* 100,000* ((135-56)/135) =$17,555

Thus, similar contracts, which might be affected by price fluctuations
or that encapsulate different currency formats, need to be monitored
closely.

2. Measuring contract performance is a tedious endeavor

In today’s challenging business environment, organizations must
develop mechanisms to manage and measure performance continuously
throughout the lifecycle of the contract. It is no longer enough to measure
performance against a static set of terms and conditions. Today’s contracts
must be measured against more strategic benchmarks.

Before measuring contract performance, organizations must define
the targets (revenue growth, overall corporate risk, value for money etc.).
These targets, in turn, need to be in a quantifiable format to measure
the performance. Apart from this there should also be means to track
under-performance so that corrective measures could be employed.



3. Disparate data - A major road block to efficient auditing

Contracts usually lie in disparate systems across organizations and
across geographies. Lack of visibility into these contracts causes loss
due to non-compliance, non-availing of volume discounts etc. The
lack of visibility also impedes the process of backtracking spend to
contracts which in turn limits the ability to identify lost savings.

4. Inconsistent contract language is a pain point

Lack of standardized language used at the time of contract drafting
results in ‘reinvention of the wheel’ – a phenomenon where the person
drafting a new contract has to start from scratch, resulting in long
time periods for contract creation.

5. Getting contract stakeholders on the same page is
easier said than done

With contracts spread across disparate systems and geographies,
contract visibility becomes a challenge. This is one of the major
challenges when it comes to contract creation & monitoring. For the
legal department to ensure sufficient risk mitigation during contract
creation, it is essential that the concerned stakeholders are able
to provide their inputs at the right time. Lack of clearly defined and
publicized roles & responsibilities coupled with disparate contracting
languages, unclear metrics for measuring contract performance are
some of the reasons for ambiguity among the stakeholders.



1. Automate Contract Creation

Having seen the challenges facing CLM, below are 5 ways in which organizations
can address the challenges.

Standardize and accelerate contract authoring by maintaining contract templates and
a clause library: 
Automate routine contract issues and add controls to prevent unapproved terms and
conditions being added to contracts so attorneys can focus on more critical issues.
Reduce the time for legal review as well as ensure minimum exposure to risk by

• Defining mandatory / non-mandatory clauses
• Defining templates and clauses based on geographies and categories
• Ensure insertion of clauses that take into account the economic and geopolitical
  realities around the world
• Ensuring continuous updates to all clauses and ensure access to relevant
  stakeholders to modify templates

2. Collaborate Authoring & Negotiation

• Creating a standard work flow with set protocols and procedures
• Defining hierarchies for approval process
• Ensuring access to all necessary stakeholders during the contract authoring and
  amendment process

Realizing Value from CLM

Create a standard workflow for collaborative authoring and negotiation ofcontracts:
Foster collaboration by providing clause libraries and standard contract templates that 
ensure contracts don’t miss out on any mandatory clauses and terms. Customizable 
workflows permit the insertion of clauses that help organizations take advantage of 
market conditions and supplier discounts. There should always be room for renegotiation, 
especially for volatile commodities. This can be achieved by



3. Create Contract Repositories

Create dynamic contract repositories that reflect operational requirements:
Reduce risk of forgotten or misplaced contracts, missing contract expirations or unintended
renewals that can impact business by

• Including escalation and de-escalation clauses during contract negotiation and
   link these to market parameters like foreign exchange & commodity indices
• Setting a system of alerts and reminders for the specific escalator/de-escalator
   clauses linked to commodity or forex indices
• Tracking and measuring the compliance and if possible quantify the savings
   accrued from these contracts

4. Manage Contract Metrics

• Linking contracts to spend to establish parameters of measurement
• Establishing benchmark parameters with regards to peers and industry
• Tracking and measuring contract compliance and utilization based on these
   parameters and benchmarks
• Communicating and eliciting input from concerned decision makers while
  determining Parameters

Define, communicate and effectively manage specified contract metrics:
Ensure that the Service Level Agreements are well-defined in the contracts and setup 
processes to measure supplier’s Key Performance Indicators by

5. Audit Contracts

• Currency Change and Conversion
• Volume Discounts
• Buyer Turnover
• Clerical Errors
• Carryover provision for Replacement Contracts

Institute regular contract audits and use them to create opportunities:
Contract compliance audits satisfy the need to appropriately manage risk for companies. 
By improving visibility in the following areas, net benefit will include cost recoveries, 
process improvement savings, fraud prevention & detection and identification of hidden 
risks.



For organizations to execute these 5 steps, they must take the following points into
consideration before zeroing in on a Contract Management Solution:

Ability to support all kinds of contracts, not just buy-side or sell-side contracts

Pricing tied to number of users and number of power users, so cost scales with
expanded use for other kinds of contracts

Word document interface for easy adoption by lawyers and employees

Contract repository tied to transaction systems for purchasing to check purchased
product price and terms against contract

Contract analysis and reports

Contract import tools and capabilities

Conclusion



Zycus is the pioneer in Cognitive Contracting 

software and has been a trusted partner of 

choice for large global enterprises for two 

decades. Zycus has been consistently recognized 

by Gartner, Forrester, and other analysts for its 

Source to Pay integrated suite. 

Zycus powers its S2P software with the 

revolutionary Merlin AI Suite. Merlin AI takes over 

the tactical tasks and empowers procurement 

and AP officers to focus on strategic projects; 

offers data-driven actionable insights for quicker 

and smarter decisions, and its conversational AI 

offers a B2C type user-experience to the end-

users. 

Zycus helps enterprises drive real savings, reduce 

risks, and boost compliance, and its seamless, 

intuitive, and easy-to-use user interface ensures 

high adoption and value across the organization.

Start your #CognitiveContracting journey with 

us, as you are #MeantforMore.
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