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Ways problems can manifest 

Some overpayments can be remedied painlessly, but others have the 

potential to balloon into something more serious. 

Perhaps you have a long-standing contract with a materials supplier where 

pricing hasn't been updated in recent years. This could lead to products or 

components being sourced off-contract on an ad-hoc basis, leaving too 

much scope for costly mark-ups. 

Another issue can arise when outside contractors are being sourced through 

agencies. If the pay bands for roles, projects, and deliverables aren't carefully 

prescribed, agencies may move the same people up and down the bands 

without prior discussion about suitability, or have the same people working on 

multiple projects concurrently, again at different pay bands. 

There can be perfectly legitimate reasons why this occurs. Still, 

in a complex staffing agreement covering a broad remit or multiple countries, 

there is enormous potential for error, such as inappropriately defining roles to 

maximize billings. 

These scenarios highlight how easily leakage can occur-even when 

processes seem sound on the surface. Contract compliance isn't just about 

catching errors-it's about ensuring negotiated terms translate into real­

world performance. 
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Reduce leakage and identify patterns
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Improving vendor relationships 

A better process and the implementation of accounts payable controls 

can help ensure that a supplier's performance obligations are tracked 

and managed. Using payment terms as an example, while most invoices 

have due dates and agreed penalties for late payments, it is not 

uncommon for companies to fail to catch them. 

Businesses also frequently find themselves unwittingly paying too 

much for goods and services because they haven't kept track of 

volume or other discounts built into the vendor contract. 

Adequate controls and processes as part of an ongoing contract 

compliance program can minimize these issues or eliminate 

them altogether. 

Stronger relationships emerge when both sides have clarity, 

transparency, and shared performance goals. 
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down to the supplier spend type or clause.
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Crafting a contract’s language and communicating the key terms to all stakeholders on both 
sides can reduce supplier payment errors caused by confusing or unclear wording. 1
5 keys to negotiating
supplier contracts



2 Contracts also need to capture the intent of the parties. That means ensuring that 
the primary mechanics of the contract are clear and consistent, including mark-
ups, pass-through costs, expected margin, lump sum, and time and materials.

Any rebates, volumes, tiered discounts, and other allowances, as well as force 
majeure and termination rights, should be considered. 

For data compliance and auditing purposes, contracts should cover data 
retention requirements. 

Contracts should reflect not just what’s agreed—but how it will be interpreted and 
enforced. When roles, pricing structures, or service expectations are left open 
to interpretation, even well-intentioned suppliers may act outside the contract’s 
scope. Clear definitions and shared understanding help prevent misalignment
and protect the value negotiated.    



Using renegotiation to improve supplier relationships also means making sure both sides in 
the contract understand their obligations.3



When a supplier provides services or materials that are critical to your business, it makes 
sense to undertake regular reviews to ensure the contract and relationship are operating 
as expected. The review can highlight any issues, and point to SLAs and key performance 
indicators (KPIs) at contract renegotiation that can better govern and measure performance.4



Strategic and sensitive supplier relationships require investment, including regular communication, 
reviews, and reconciliations on a predictable schedule during the contract lifecycle. 
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• Lacks Commercial Context – It may flag a 5% penalty, but miss whether that’s
meaningful for a $5M deal.

• Misses Business Impact – It treats all services equally, ignoring that a logistics
failure costs more than a minor tool outage.

• No Real-Time Enforcement – It identifies issues after the fact, not
during execution.

• Limited Strategic Insight – It applies static rules, not dynamic levers like
clawbacks or tiered incentives.

 On the other hand, legal AI tools may catch jurisdictional nuances—but often miss  
financial terms like rebates, payment timing, or volume discounts. To truly optimize  
contracts, companies need purpose-built AI guided by experts who understand  
both the tech and the deal.  

AI in contract management:
promises and pitfalls 

AI adoption is accelerating, and supplier contracts are a prime area for  
transformation. With thousands of contracts, versions, and supporting documents,  
AI can reduce manual effort and surface hidden risks. 

But general-purpose AI has limits: 
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Solutions like PRGX’s Contract Insights™ combine AI with expert oversight to  
turn contract data into actionable insights. These tools aren’t self-service— 
they’re part of a broader contract compliance and performance program. 

Contract Insights centralizes contracts from multiple systems, validates 
versions, and extracts clauses across 105+ types, including cost,  
performance, and risk. It can scale up to tens of thousands of contracts and  
related documents—revealing risks and opportunities that manual reviews  
would miss. 

 AI surfaces key financial terms from tables, maps contract hierarchies, and  
enables search, tagging, and filtering at scale. Most importantly, it identifies  
the greatest savings by opportunity scoring—as well as compliance issues 
that generic tools rarely catch. 

 AI doesn’t replace expertise—it amplifies it. With the right tools and trained  
professionals, companies move from reactive audits to proactive  
optimization and continuous monitoring.  

How purpose-built AI 
unlocks contract value 
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About PRGX Contract Management

What sets PRGX apart is our proactive, scalable approach to Contract Management—transforming 

supplier relationships from single contracts to entire ecosystems. With Contract Insights™Al, PRGX delivers

 precision and speed so you can quickly realize ROI, even at scale.

Contact us today or explore our case study library to see how PRGX helps companies save millions while strengthening supplier relationships.

www.prgx.com
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