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Introduction

Managing contracts can be a complex and time-consuming process. But what if there was a way
to streamline this process, save money, and even boost your revenue? Enter Enterprise Contracts
Management (ECM) systems. While the initial investment for a full-scale ECM solution might seem
daunting, reaching up to $10 million over five years, the ongoing costs are a mere fraction of that
— around $250 per contract, often less than the price of a new phone!

According to a report published by most businesses handle
a staggering 20,000 to 40,000 active contracts annually. The financial advantages of implementing
ECM quickly become clear. Additionally, the growing emphasis on corporate transparency and
regulatory compliance is driving a surge in interest in ECM solutions.

Beyond the potential legal and financial risks associated with non-compliance, there are numerous
ways to make the business case for ECM financially attractive. By streamlining processes,
optimizing resource allocation, improving vendor management, reducing external legal fees, and
achieving greater contract effectiveness, organizations can expect to see significant benefits
exceeding $30 million over five years.


https://www.worldcc.com/Resources/Content-Hub/details/Driving-better-fiscal-management-and-revenue-recognition-with-enterprise-contract-management-technologies

The Financial Impact
Of ECM Solutions

Organizations can save an average of 2% of annual costs by
implementing ECM solutions. This translates to significant cost
savings for businesses of all sizes. A study by revealed that
good contract management could increase a company's profitability
by a whopping 9%. Improved contract management has a direct
impact on the bottom line.
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Process Improvement

highlighting
the inefficiency of manual contract management. ECM solutions can
significantly improve contract visibility and accessibility.

According to a “Automation of contract management
processes accelerates negotiation cycles by 50%". ECM streamlines workflows
and reduces negotiation timeframes.

In this detailed blog/article, we will equip you with the insights and guidance
needed to build a compelling business case and secure leadership buy-in for
implementing ECM in your organization.


https://procurementtactics.com/contract-management-statistics/#:~:text=71%25%20of%20companies%20cannot%20find,and%20other%20revenue%2Dimpacting%20governance
https://cmsd.nl/wp-content/uploads/2015/10/memba_pwc_contractmgmt.pdf

Building A Solid Business Case:
Understanding The Key Components

A core objective of a business case is to demonstrate the quantifiable benefits of
a proposed project. To get projects approved, it's crucial to clearly show how the
associated business value aligns with the organization's overall strategy and goals.

Benefits [ Business

Case
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This Article Will Delve Into
The Five Key Components Of A
Typical Business Case For ECM:

. Discover how ECM streamlines processes, boosts
efficiency, and unlocks significant financial benefits.

. How Al can enhance your ECM
function to get the most out of your ECM investments.

. We'll explore the breakdown of costs and
different hosting options to fit your organization's needs.

. Understand the factors that impact
implementation workload and costs.

. Learn how to develop a multi-
phase deployment plan to maximize ROl and secure ongoing leadership support.
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Unveiling The Advantages Of ECM

The most significant return on investment (ROI) comes from examining business
processes holistically. Regardless of whether it's a sales or purchase contract, the ROI for
ECM should be viewed from the perspective of the entire procure-to-pay or contract-to-
cash process. Contract management acts as a critical step within this process.
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Unveiling The Advantages Of EC

Reduced cycle times by an average of 33%
Increased standardization of deals to 90%

Decreased non-standard deals by 20%
Faster turnaround times for special pricing agreements (2-4 days)

By establishing these efficiencies and assessing benefits for each
B2B process by contract category (buy-side,

sell-side, or intellectual property (IP)), you'll find varying degrees of
value depending on the focus. The table below highlights some of
these benefits categorized as cost reduction, revenue enhancement,
and risk mitigation.

Contract Category
=]
S| %
ECM Benefits o a |5 Potential Derivation/Formula

Cost Reduction

Vendor Compliance/Contract Coverage (i.e.,
Suppliers/ Expenses all or partially not Covered)

(5%) of Spend All or Penalty Not Covered X (50%) Improvement Expected in Con-
tract Coverage (i.e., Contract Value vs. Duration of Agreement by Supplier)

Immediate T&C Adjust-
ments (e.g., Term 30 vs. 40)

itﬁ)iﬂl%] of Spend Impacted by T&C Adjustments X (0.01%) Interest in 30-day Payment
elay

2 v
5 Violume Furchase Discounts \/ (10%) of Spend Impacted by Volume Purchase Agreements X (1 0%) Decrease in
Spend through Better Management/Awareness of Discounts
4 | Spend Reduction through Improved Renewal v (10%) of Spend Requiring Renewal X (10%) Decrease in Spend through
Management, Historical Visibility & Negotiation proactive notifications and longer lead time to prepare/negotiate
s | Payment Penalty Reduction \/ (10%) of Spend Requiring Renewal X (10%) Decrease in Spend through
proactive notifications of upcoming payment milestones
6 | Application Rationalization \/ .‘/ Mumber of Current Contract Management apps X TCO per app
Contracting Process Efficiencies MNumber of Contracts per Year X Contract Process Work Effort (days per contract) X
7 9 Contract Resources Daily Rate [% Salary Allocation of Contract Resources by ROles) /
\/ v \/’ 250 Days/Year| X(205) Efficiency Improvement Expected
Revenue Enhancement
" Increased Renewal Rate \/ % of Revenue due for Annual Renewal X (80%) Avg. Renewal Rate X (2%) Improve-
ment in Annual Renewals
I iate All le Rata | Annual Revenue X (5%) of Revenue due for Annual Renewal X (B0%) Avg. Renawal
g mmediate Allowable Rate Increases V’ Rate X (20%) with Rate Renewal Clauses X (B0%) of Rate Increases Implemented X
(1.5) for 50% Improvement of Contacts with Rate Renewal Clauses
Increased Revenue/Effectiveness Through Timely (10%) of Spend Requiring Renewal X (10%) Decrease in Spend thru proac-
10 Preparation, Historical Visibility & Negotiations \/ tive notifications and longer lead time to prepare/negotiate
Risk Mitigation
Liability Management \/ \/' \/
11
12 | Warranty Management \/‘ \./ \/ Annual Spend X (80%) Governed by Contract X (.1%) of Spend Impacted by Risk
13 Contract Compliance \/ \/ \/
14 | Standards & Regulatory Compliance v v v
15 | Errors and Omissions \/ \/ v/ Annual Spend X (80%) Governed by Contract X (.1%) of Spend Impacted by Risk
16 | Litigation Risk v/ v v
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Buy-Side Contracts: Optimizing
Spend And Minimizing Risk

Buy-side contracts significantly impact an organization's annual spending by driving cost reductions. Analyzing annual
spend and contract data often reveals a surprising amount of supplier and commodity spend that is not covered, or only
partially covered, by formal contracts. For instance, one organization discovered that even though only 2% of their annual
spend lacked contracts, this translated to over $100 million in potential savings per year.

Enhanced visibility and proactive monitoring of terms and conditions (T&Cs) can yield additional cost reductions. This
includes monitoring spending against volume purchase discounts and receiving advanced notification for contract renewals
and upcoming payment milestones. Early notice allows for timely negotiations to minimize or eliminate late payment
penalties. Organizations can also leverage T&C data to evaluate vendors and institute vendor consolidation programs. By
consolidating vendors, organizations gain greater negotiating power, leading to significant discounts and cost savings.

The final two cost-reduction benefits apply to all contract types and focus on extracting efficiencies from technology and
resources. Application rationalization refers to replacing multiple, scattered contract repositories and workflow applications
with a single ECM solution. For example, one organization replaced nearly 40 separate applications with a single ECM
system, significantly reducing their total cost of ownership (TCO). Process efficiencies involve streamlining the contracting
process by eliminating bottlenecks and minimizing handoffs. This allows for faster contract generation and increased
throughput without requiring additional staff — essentially "doing more with less."
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Buy-Side Contracts: Optimizing
Spend And Minimizing Risk

Sell-side contracts focus on boosting revenue, which is directly tied to an organization's annual
revenue. For instance, simply by receiving timely notifications before contract expirations,
organizations can significantly increase contract renewal rates. This advanced notice allows ample
time to prepare for contract negotiations.

With sufficient preparation time, organizations can review past and ongoing contract performance
data. They can also analyze changes in business and regulatory conditions that might impact pricing
terms and conditions. Finally, they can seek adjustments to pricing or contractual policies based on
these analyses. Proactive and timely notifications lead to three key quantifiable benefits:

e Increased throughput of contract renewals

« More frequent implementation of rate increases

« Improved effectiveness of future contracts, ensuring mutually beneficial outcomes for both
parties and a greater likelihood of continued partnership.
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Buy-Side Contracts: Optimizing
Spend And Minimizing Risk

Risk mitigation benefits apply to all contract types, as risk is inherent in any contractual agreement.
The table outlines some common risks, including liability, warranty, contract compliance, adherence
to standards and regulations, errors and omissions, and general liability. While assigning a specific
dollar value to this category can be challenging, the potential financial impact can be significant.
Organizations might be hesitant to disclose instances where poor contract compliance resulted in
million-dollar errors. Depending on the industry, highlighting publicly known examples of fines,
litigation awards, or settlements can be just as compelling. By referencing these examples, you can
estimate a reasonable dollar figure to assign to risk. Even a small fraction of this potential risk
amount can be used to quantify the value of a contract management solution that helps mitigate
such risks. The chart below showcases a few examples from client organizations' contract
assessments, emphasizing the importance of risk mitigation when building a business case for ECM.
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Enhancing ECM With
Artificial Intelligence (Al)

Enterprise Contract Management (ECM) systems are undergoing a revolution thanks to Artificial Intelligence (Al). Al can significantly boost the efficiency
and effectiveness of ECM, leading to even greater financial advantages for organizations. Here's how:

. Al can automate repetitive tasks such as contract data extraction, clause identification, and risk assessment. This frees up valuable
time for legal and procurement teams to focus on strategic initiatives like negotiating better contracts and managing complex vendor relationships.
. Al can analyze vast amounts of contract data to identify trends, patterns, and potential risks.This enables organizations to

proactively address issues before they escalate into costly problems. For example, Al can identify contracts nearing expiration or those with
unfavorable terms, allowing for renegotiation or mitigation strategies.

o | Al-powered search functionalities allow for quick and easy retrieval of specific Imagine needing to find a
specific clause about intellectual property rights across thousands of contracts. With Al search, you can find the exact clause in seconds, saving

significant time and effort.
. Al can analyze historical data to predict potential issues with contracts, such as expiring terms or upcoming renewal negotiations.

This allows organizations to be proactive in managing their contracts and avoid costly mistakes. For instance, Al can predict potential delays in

contract approvals based on past performance,allowing teams to take steps to expedite the process.
. Al can suggest optimal contract terms based on industry benchmarks and historical data. This empowers negotiators

to secure the best possible deals for their organizations. Imagine having an Al assistant that recommends the most favorable language for a specific

clause based on similar successful contracts.
. Al can identify potential legal and financial risks within contracts, allowing organizations to take steps to mitigate them.

This can save businesses from costly legal disputes and financial losses. By analyzing contract language, Al can flag potential risks like ambiguous
terms or hidden fees, allowing for clarification or renegotiation before signing.

By leveraging Al, ECM systems can become even more intelligent and efficient, helping organizations streamline contract management processes, reduce

costs, improve profitability, and gain a competitive edge.
© A5 Corp. All rights reserved. www.A5Corp.com
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Costs Associated
With ECM Solutions

There are several factors to consider when calculating the total cost of ownership
(TCO) for an ECM solution. Here's a breakdown of the key cost components:

. This is the upfront cost of the ECM software itself.
Pricing models can vary depending on the vendor, features chosen, and

number of users.
. Implementing an ECM system requires

professional services to configure the software, migrate data, and train users.
Costs can vary depending on the complexity of your system and the level of

customization required.
. After implementation, ongoing

maintenance and support fees are necessary to ensure the system is up-to-

date and functioning properly.
. Training your staff on how to use the new ECM system is crucial for

successful adoption. Factor in training costs when calculating the TCO.
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ECM Costs

Description

Software

1 Software as a Service (SaaS) License

Subscription service of licenses provided on as needed basis, with no separate, dedicated client
environment maintained by ECM solution vendor

2 Maintenance

Yearly expense for internally/Externally Hosted-type licenses that rande from 15 - 20%
of license costs

Implementation & Integration Target %

of Total

3 Template Rationalization & Standards
Development

5%

Reviewing all existing contract templates, clauses and language and minimizing to one or select
few templates, usually by the Law department or outside counsel. Also, includes developing
application standards such as naming conventions, formatting, hierarchy, metadat

4 Application Installation and Configuration

15%

Installing and configuring the ECM application to provide Repository Workflow and Analytics
functionality. Configuration includes requirements and design for the GUI, Wizard, workflow,

notifications, and security.

5 Application Integration

30%

Integration with master data systems for master date (e.g., Suppliers, Customers, Products,
Pricing), and upstream/downstream transaction systems (e.g., CRM, ERP, Pricing, Administra-

tion/Compliance)

6 Data Migration

15%

The cleanliness, extraction, formatting and migration of contracts and external party data from
Legacy pps to the ECM solution

7 Testing

20%

Testing involved in a typical implementation lifecycle for unit, functional, integration,
user acceptance, and performance

8 Operational Readiness

10%

Establisihing and executing the training and communication plan for preparing the BU's for
maximizing the use of an ECM solution, including the creation of Standard Operating Pro-

cedures (SOPs),

9 Program/Project Mgmt & Contingency

5%

Managing the issues resolution and status reporting on budget, staffing, and timeline. Ensures
adequate work effort days/costs are budgeted for unanticipated and/or assumed project risks.




Costs Associated
With ECM Solutions

. Clearly define your organization's
specific needs before selecting an ECM solution. Don't
pay for features you won't use.

. Implement the ECM system in
phases, starting with core functionalities. This can help
spread out costs and minimize disruption.
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Estimating Parameters Rar!ge
(units)
No. of Contract Types 30-80
No. of Contract Templates 100 - 500
No. of Users (Power) 20 - 1000+
No. of Languages 1-12
No. of Test Cases 10 - 30
No. of Interfaces 1-10
No. of Legacy Systems/Repositories 1-20




Implementation Considerations

A successful ECM implementation requires careful planning and consideration of several factors:

Clearly define the scope of your ECM project, outlining the functionalities you
want to implement and the departments involved.
Migrating existing contract data to the new ECM system can be a complex
task. Develop a robust data migration strategy to ensure accuracy and completeness.
Implementing a new ECM system will impact your workflows and user
behavior. Develop a to effectively communicate the transition and
encourage user adoption.
Your ECM system may need to integrate with other enterprise applications
like CRM or ERP systems. Ensure compatibility and plan for seamless data exchange.
Provide comprehensive training to all users on how to navigate and utilize the
ECM system effectively.
ECM systems house sensitive contractual information. Ensure the
chosen solution meets your organization's security and compliance requirements.
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Building A Successful
Implementation Strategy

A well-defined implementation strategy is key to maximizing the return on investment (ROI) from your ECM
system.Here are the steps involved:

. Assemble a cross-functional team with representatives from legal, procurement, IT, and
other relevant departments.

. Create a detailed project plan outlining timelines, milestones, deliverables, and resource
allocation.

. Define key performance indicators (KPIs) to measure the success of your ECM

implementation. This could include reduced contract processing times, improved contract visibility, or cost savings.

. Consider a phased approach where core functionalities are implemented first, followed
by more advanced features. This allows for user familiarization and reduces initial disruption.

. Develop a comprehensive communication plan to keep stakeholders
informed throughout the implementation process. Address concerns and encourage user adoption.

. Provide to users after the system is deployed. Address any
challenges and continue to optimize the ECM system for maximum benefit.

By following these steps and considering the cost factors and implementation challenges, you can ensure a successful
ECM implementation that streamlines contract management processes, boosts efficiency, and delivers a strong ROI for
your organization.
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Taking The Next Step

If you're ready to explore how ECM with Al can transform your

organization's contract management, to
schedule a consultation. We'll help you assess your needs and
identify the right ECM solution to achieve your business goals.
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Driving Digital
Transformations

A5 guides businesses through their Digital Transformation journey with a focus on Campaign-to-Cash. As a
leading solutions provider and systems implementer, we modernize your business processes through our
strategic methodology using industry-leading platforms such as Salesforce and Oracle.

AS started in 2004 as a systems implementer focused on Configure-Price-Quote. Over the last 15 years, we
have expanded our partnerships and service offerings in order to bring more value to our customers across
multiple platforms. A5 guides our customers through the five A’s of our Digital Transformation process of
Audit, Align, Advise, Attain and Assist.

CRM / Sales Cloud | CPQ & Billing | Sales Performance and Planning Management | Incentive Compensation
Management | Revenue Lifecycle Management | Subscription Management | Revenue Cloud | Contract
Lifecycle Management | Marketing Cloud | Data Cloud | Service Cloud | Field Service | B2B Commerce |
Financial Services Cloud | ERP | Integrations

High-Tech | Manufacturing | Financial Services | Communications Media and Telco | Professional Services
Healthcare and Life sciences | Retail | Real Estate
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