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Contract management is increasingly being recognized as a critical part of an 
organization’s strategic toolset. Despite this, contract management takes a backseat
as compared to negotiating the terms and conditions of the contract. Though 
the importance of drawing up contracts thoroughly cannot be understated, the effort 
put into it can be undone if the contracts are not managed effectively.

Organizations have long used contracts to conduct business. It provides the framework 
within which the organization operates and tries to mitigate risks that it is exposed to. 
Today, locked in a constant battle with the competitors to stay ahead and maintain a 
sound profit margin companies need to find customers from all corners of the world to 
maintain profitability but at the same time keep an eye on tight regulatory norms. This 
further increases the need of a well-defined and well-managed contract.

The need of the hour is to manage contracts across their various stages, right from 
drafting the contract to its renewal. A typical contract lifecycle has following stages:

An efficient contract management ensures improved relationship with customers, offers
competitive advantage to the organization and thus improves shareholder value.
However, a contract that is kept locked in office drawers may result in missed 
opportunities and even cost the organization millions of dollars.
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Lack of visibility

Challenges in Nonautomated Contracting
A traditional, decentralized paper based approach for maintaining contracts exposes
organizations to risks. It presents challenges such as:

Contracts/agreements are often revised multiple times before they are finalized. In some
cases, amendments are made to a signed contract. Due to the multiple versions, there is
a loss of control as it is difficult to keep track manually. Many a times, since the hierarchy
is not visible, sub contract can be mistaken as master contract.

Disparate data spread across the offices of the organizations obstructs visibility in the
following areas:

Key contract terms – Every organization follows certain standard practices for payment
terms, publicity etc. However, manual method of maintaining contracts may result in
discrepancy in the usage of these terms.

Contract ownership – There is a lack of ownership once the contracts are signed. Sales
managers negotiate the contract terms and oversee it till the contract is finalized. Once
the contract is signed it is passed onto the contract manger. The ownership might be lost
in this transition and the contract signed lies in the office lockers with no one following up
on it.

Contract hierarchies – Contracts generally follow the below hierarchy:

Master Contract

Sub Contract

Agreement

Sub Agreement



Issue with Compliance

Lack of visibility often makes it difficult to track contract utilization. This could result in:

Approvals – When contracts are paper based or dependent on MS word, getting approval
from concerned stakeholders on important clauses often consumes time.

Negotiation & redlines – Negotiation and changes in the contract terms & conditions
involves frequent back and forth among involved parties. This adds to the contract
cycle time.

Unclear approval hierarchy – Since the approval hierarchy is not defined and stored at a
centrally accessible location, the contracts often get lost in identifying the approval
hierarchy and then following up on it.

Manual signatures – Manual signatures mean the documents must be scanned and
mailed, every time a contract is made. This often takes time.

Price compliance – Many times the price negotiated is different from the price charged.
This may happen when the person who creates the contract and the one in charge of
selling the items are different.

Visibility of existing contracts – It may so happen that the organization already has a
contract for an item/service which is half utilized but as the contract is misplaced or
lost, a new contract may be created, rendering the existing contract redundant.

Difficulty Standardizing Contract Terms

Organizations often face challenges with standardizing contract terms and templates on
account of the following reasons:

Different categories have different clauses – For instance, contracts for categories
such as administrative, IT, packaging etc. may have different indemnification clauses.
Standardizing this with traditional contracting method is a very tedious task. This may
result in different clauses being used in different offices.

Global spread – Global organizations often cite problems in standardizing the template
on account of different rules and regulations in different countries.

Longer Cycle Times



Solution Through Automation
The above challenges of manual contracting can be countered using technology.

Implementing a central repository to store and manage
your contract information. Thus, all the contract related
information is accessible from a single point.

Identifying key terms which need to be tracked for key
contracts and set alerts on their expiry to minimize missing 
out on contractual obligations.

Generating reports to provide detailed information on contract utilization and study
the utilization trends. This can help in identifying if the contract terms are being
followed or not.

Ensuring all recurring contracts are reviewed with business owners and identify
opportunities for re-negotiation by setting time alerts before the contract is due for
renewal.

Resolving The Visibility Challenge by

Enabling organizations to track utilization of the contract
 through detailed analysis of the reports generated.

Matching sales information with contract. Organizations
can identify selling price compliance as well as rebates
by doing so.

Increasing visibility of contracts by integrating with your organization’s ERP system.

Ensuring Contract Compliance by



Automating the approval process by way of a pre-defined
approval hierarchy based on category, spend etc.
The written contract will then automatically follow the
hierarchy for approval and feedback.

Implementing clause level approvals. Sending an entire contract for review is
very time consuming. Technology can enable defining clause ownership and
automate this process.

Using eSignature to automate the signature process to avoid the hassle of
scanning and uploading documents – something that needs to be done with
manual signatures.

Standardizing your organization’s terms and clauses by
working with different stakeholders to avoid back and
forth on the same when a new contract is being made.

Implementing a process which automatically guides
stakeholders to the right template based on a question
based survey.

Tracking what terms are often negotiated and change those terms in
the base templates.

Defining a clause hierarchy based on the different regional requirements.

Define your own templates based on third party boilerplate, reducing the time
spent on writing a contract.

Standardizing Contract Terms by

Reducing Contract Cycle Time by



Illustrative Example

A case study can better describe the benefits of automated contract management.
A US based global provider of industrial automation manufacturing equipment had offices
across the globe. It faced following major challenges with its contracting process:

No standard process for creating new contracts.

Issues with compliance to standard clause language.

SOX compliance risk if the contract is not approved by the designated person.

Longer Cycle time for creation of new contracts.

Home grown contract repository providing limited value because of lack of
standardization (Multiple versions of the same supplier name, No contract hierarchy).

Visibility into key contract terms due to lack of reporting.

The organization tried to confront these issues by leveraging advanced technology for
contract management. This offered them with a host of benefits such as:

Standardization of contract metadata, which enables visibility into existing contracts
(For example all contracts with non-standard payment terms).

Reduction in cycle time due to automation of the entire contract creation process.

Implemented workflow which automatically routes contracts for approvals based on
approval authority thereby ensuring SOX compliance.

Better visibility to all stakeholders. Clause level approval changes are directly sent
to legal for review (for example changes in indemnification).



As quoted by Andy Grove, Intel - “There is at least one point in the
history of any company when you have to change dramatically to
rise to the next level of performance. Miss that moment - and you
start to decline.”

With the changing business environment, it has become necessary
for organizations to manage contracts effectively. Traditional methods
of governing contracts no longer yield positive results. To reap the
benefits from contracts, organizations need leverage the technology
that is available to increase contract effectiveness.

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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