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Summary
Contracts are one of the most important documents in an enterprise. Contracts are used for many different
purposes from procurement to sales to employment and real estate. Your company’s contracts are
significant to the daily operations, because they represent all the business relationships throughout the
enterprise. This article is the second article in a series of articles about contract lifecycle management and it
will address two great questions: “Does my organization need a contract management solution and how do I
get my contract management project going?”
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Does My Organization Need a Contract Management Solution?
If I had known how many e-mails I would receive after my first article on SDN, I might not have posted it!
Since my inbox is now well over its size limit, I can safely post another article without too much worry. ☺
In my second article, I would like to follow up on a topic about which I received many questions: “Does my
organization need a contract management solution and how do I get my contract management project
going?”
The awareness of the need for a contract management solution is frequently found in US based companies.
This awareness is growing in Europe, but it is behind that in the US, and even further behind in Asia and
Latin America. I am often asked “Why are US based companies more aware of the importance of a contract
management solution?” I assume that commercial law is not as restrictive as that in the EU, and the number
of lawsuits is much higher in the US than anywhere else.
So what do you need to ask to find out if your company needs a contract management solution?
Where is the past contract and all related attachments?
Did the contract utilize the latest approved legal language?
Do you know which contracts contain a certain clause?
Who reviewed and approved the final contract?
Who changed the terms and conditions of the contract and why?
Are any employees using the contract – if so who?
Are employees going around this contract – if so who?
Can you answer the following questions about your purchasing contracts?
What are the agreed service levels in the contract, and are they being met by the supplier?
How much did you spend against this contract last year?
Are suppliers invoicing accurately based on contract pricing?
Have you conducted any supplier performance reviews based on this contract? What were the
results?
Did you receive the discounts that you negotiated with your supplier?
What obligations do I have under my contracts for which I must report for compliance reasons?
Do I know how many of my contracts are with diverse suppliers?
How many contracts do I have with each supplier?
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What about your sales contract?
How much did your customer buy against this contract last year?
Are your customers paying the contract price?
What are the agreed service levels in the contract, and are they being met by your organization as
promised to your customer?
How many of the questions could you answer?
If you could answer all of them, Congratulations! You don’t need to read further. If you couldn’t answer all of
them, you should consider implementing a contract management solution. Why? Because your company is
exposed to legal, financial, and regulatory risk, and might lose savings and revenue opportunities.

What Are the Steps to Get Started?
1. Get senior management sponsorship for your contract lifecycle management (CLM) project.
2. Assemble an experienced team with stakeholders from different areas.
3. Understand the top CLM priorities for your company:
• Repository
To ensure contract visibility and reporting and asset your contract portfolio
•

Authoring
To ensure a streamlined contract creation process and minimize risk by providing approved
legal language

•

Compliance management
To ensure usage of the right contracts and ensure operational compliance

4. Determine project scope and timelines.
You might want to consider a step-by-step approach and start with a single location and an easy
category. For example, you might want to start with the category IT; as this will help you to get your
IT department’s buy-in. However, be conservative with your project plan and scope in order to make
sure that your CLM implementation gets off to a successful start.
5. Evaluate your ‘as is’ contract management process and decide if you want to stick with it or redesign
your processes and follow best practice.
6. Get your solution up and running early in the process to give you enough time for testing and user
training. The initial software training should be completed before go-live.
In my next article on SDN in about two weeks’ time, I’ll provide you with more information on how to get your
contract repository up and running.
Thank you very much and please e-mail me at f.seebauer@sap.com or post a public comment about this
article in the forum.
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Copyright
© Copyright 2007 SAP AG. All rights reserved.
No part of this publication may be reproduced or transmitted in any form or for any purpose without the
express permission of SAP AG. The information contained herein may be changed without prior notice.
Some software products marketed by SAP AG and its distributors contain proprietary software components
of other software vendors.
Microsoft, Windows, Outlook, and PowerPoint are registered trademarks of Microsoft Corporation.
IBM, DB2, DB2 Universal Database, OS/2, Parallel Sysplex, MVS/ESA, AIX, S/390, AS/400, OS/390,
OS/400, iSeries, pSeries, xSeries, zSeries, System i, System i5, System p, System p5, System x, System z,
System z9, z/OS, AFP, Intelligent Miner, WebSphere, Netfinity, Tivoli, Informix, i5/OS, POWER, POWER5,
POWER5+, OpenPower and PowerPC are trademarks or registered trademarks of IBM Corporation.
Adobe, the Adobe logo, Acrobat, PostScript, and Reader are either trademarks or registered trademarks of
Adobe Systems Incorporated in the United States and/or other countries.
Oracle is a registered trademark of Oracle Corporation.
UNIX, X/Open, OSF/1, and Motif are registered trademarks of the Open Group.
Citrix, ICA, Program Neighborhood, MetaFrame, WinFrame, VideoFrame, and MultiWin are trademarks or
registered trademarks of Citrix Systems, Inc.
HTML, XML, XHTML and W3C are trademarks or registered trademarks of W3C®, World Wide Web
Consortium, Massachusetts Institute of Technology.
Java is a registered trademark of Sun Microsystems, Inc.
JavaScript is a registered trademark of Sun Microsystems, Inc., used under license for technology invented
and implemented by Netscape.
MaxDB is a trademark of MySQL AB, Sweden.
SAP, R/3, mySAP, mySAP.com, xApps, xApp, SAP NetWeaver, and other SAP products and services
mentioned herein as well as their respective logos are trademarks or registered trademarks of SAP AG in
Germany and in several other countries all over the world. All other product and service names mentioned
are the trademarks of their respective companies. Data contained in this document serves informational
purposes only. National product specifications may vary.
These materials are subject to change without notice. These materials are provided by SAP AG and its
affiliated companies ("SAP Group") for informational purposes only, without representation or warranty of any
kind, and SAP Group shall not be liable for errors or omissions with respect to the materials. The only
warranties for SAP Group products and services are those that are set forth in the express warranty
statements accompanying such products and services, if any. Nothing herein should be construed as
constituting an additional warranty.
These materials are provided “as is” without a warranty of any kind, either express or implied, including but
not limited to, the implied warranties of merchantability, fitness for a particular purpose, or non-infringement.
SAP shall not be liable for damages of any kind including without limitation direct, special, indirect, or
consequential damages that may result from the use of these materials.
SAP does not warrant the accuracy or completeness of the information, text, graphics, links or other items
contained within these materials. SAP has no control over the information that you may access through the
use of hot links contained in these materials and does not endorse your use of third party web pages nor
provide any warranty whatsoever relating to third party web pages.
Any software coding and/or code lines/strings (“Code”) included in this documentation are only examples and
are not intended to be used in a productive system environment. The Code is only intended better explain
and visualize the syntax and phrasing rules of certain coding. SAP does not warrant the correctness and
completeness of the Code given herein, and SAP shall not be liable for errors or damages caused by the
usage of the Code, except if such damages were caused by SAP intentionally or grossly negligent.
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