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Laying the groundwork

Holiday season is upon us and every year you 

take it upon yourself to figure out the best place 

to spend a week or two with the family. 

You have to think about every detail: everyone’s 

different needs, how far the beach is, does it 

have wifi, do you go full-board or self-catering, 

what mood will your teenagers be in, how to 

entertain your little children on the 3-hour flight, 

how long will it take to find Grandad after he 

wanders off, and the list goes on ....

But not this time! You’ve decided to let 

someone else do the hard work. You walk into 

a travel agent with a long list of requirements 

and watch them as they work their magic and 

find that tailored holiday. On paper it ticks all 

the boxes - Gran and her zimmer frame can get 

to the pool and karaoke bar ok, Grandad will 

be safe with his increased confusion, your sulky 

teenage son can be lost in his Emo music on the 

terrace, your teenage daughter can check out 

the lifeguards whilst you keep a beady eye on 

her, and your surprise bundles of joy can spend 

morning until evening at the kids club. And you, 

the parents? Well, you most definitely deserve 

good food, good wine and relaxation to finally 

read that book you’ve been meaning to for the 

past 6 months.

You breathe a sigh of relief as you hand over 

your credit card knowing all that’s left for you to 

do is get the family to the airport and enjoy the 

sunshine. 
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It’s all going pear-shaped

It’s now 4 weeks until your holiday and you  

remember that your passport is due for renewal 

and the media is reporting that your holiday  

company is in turmoil. You start to panic and  

wonder if you should have gone with a smaller tour 

agent rather than the larger one whose advertising 

you bought into and felt safe with. 

One week to go and the holiday company has 

resolved its problems and your holiday is still going 

ahead. The Passport Office has a system failure so 

you can’t pick up your new passport, and you’re 

unable to get holiday money as your bank’s routine 

IT upgrade went wrong and your account is frozen.

This isn’t what you signed up for and you’re feeling 

stressed. You chide yourself about your lack of due 

diligence.

You should have researched the holiday company 

more thoroughly rather than taken your best 

friend’s neighbour’s recommendation - if you’d 

organised everything yourself this would never 

have happened, you should have renewed your 

passport when it actually ran out six months ago 

and why didn’t you get your holiday money out 

when the pound was in a strong position and your 

bank account wasn’t frozen? 

Why does it often go wrong? 

The fact of the matter is failures and hiccups  

happen all the time, whether it’s when going on  

holiday or when companies engage with their  

suppliers - everyone relies on third parties in one 

way or another. 

Businesses, unlike families, have some form of third 

party supplier or vendor management practice in 

place, although in many cases these practices are 

not seamless enough to keep the relationships from 

failing. 
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The whole point of using third party suppliers is to 

allow companies to focus on what they are good at, 

leaving other tasks to the specialists, and for that 

reason, many companies have a tendency to take 

their eye off the ball when they devolve work to 

their “trusted” suppliers. 

Supplier failure can occur due to a multitude of 

reasons: financial, operational, technology, natural 

disasters, world events, fraud etc. In the majority of 

cases, the underlying cause is usually a result of one 

of three failings over which every organisation has 

control: 

1. Selecting the wrong supplier (due diligence).

2. Selecting the right supplier but not being able

to integrate them (project management).

3. Selecting the right supplier but not managing

them appropriately (vendor management).

The following pages highlight where we see many 

clients facing challenges in one or more of these 

areas.
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Failure of supplier 
selection

Companies are starting to place a lot of 

resources and effort (internally or externally) 

in the procurement processes for their key 

contracts. Key contracts are often defined by 

the financial size of the contract; this is where 

we see many of the challenges. Companies 

need to take into account the actual risks they 

are exposed to rather than narrow the focus on 

purely monetary values. 

We see many organisations allocating 

discretionary spending limits to their managers 

allowing them to bypass procurement channels 

if the services to be procured fall below these 

limits. 

As managers don’t want to be tied in red tape 

when it comes to carrying out their duties, 

having a procurement function that takes over 

all third party engagements may not be the 

right solution for every organisation. Promoting 

a culture focused on risk should be paramount 

in all supplier selection activities whether 

carried out through a procurement function 

or independently within a manager’s authority 

levels. 

We often see that an existing relationship with 

a supplier leads to additional services being 

procured from them with the assumption that 

as they are already providing one service 

they should easily be able to supply another. 

Problems usually arise when the new service 

being procured is not one that the supplier is 

a “specialist” in. This often leads to the erosion 

of trust in a perfectly good relationship when 

things don’t go well further down the line. 

This is exactly how our main characters felt 

when everything started to go wrong. Was the 

trust given to the travel agent’s abilities and 

knowledge misplaced? Was the travel agent 

a specialist in the type of holiday requested? 

Should they have organised it themselves? 

Should they have spent outside their budget to 

get exactly what they wanted?  

Points for consideration: 

• Define the procurement function’s

involvement in every third party

engagement (including new services from

existing suppliers). Procurement (or any

central function with that remit) should be

aware of all third parties and the services

they perform; the level of their involvement

should be based on all risks - not just the

financial.

• Define the supplier selection lifecycle and

agree ownership of each of the components

in the chain.
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Your arrival

Cutting it very fine after a nightmare journey on 

the M25, you’re the last passengers to board the 

plane and you finally make it to the resort. 

It’s everything you wanted! The sun is shining, 

the sea is glistening, the pool is inviting, the 

buffet looks gorgeous and there’s enough free 

booze at the bar to sink a battleship.

Two days in you realise things aren’t quite as 

good as you thought. Gran has to negotiate 

two flights of stairs as the disabled lift doesn’t 

work, the restaurant is the other end of the 

resort which is difficult for the grandparents 

to walk to, the kids club is closed on Monday 

and Wednesday mornings so you have to 

entertain the twins, there are no lifeguards for 

your daughter to ogle and your son isn’t able to 

download his latest mood-altering album.

Cooling off in the swimming pool, you think 

through what you’re going to do. You decide 

to talk with your rep and the resort manager to 

find a solution to all the problems so that you 

and your family can enjoy the holiday without 

any added stress. 

The rep and resort manager want the best for 

you and you manage to negotiate new rooms 

for everyone nearer to the restaurant. Gran and 

Grandad have use of the golf buggy whenever 

they wish, the staff have been asked to look 

out for Gran and help her up the stairs so she 

doesn’t struggle by herself, the kids club is only 

closed on Monday and Wednesday mornings 

because the entertainer works at an old 

people’s home on those mornings and they’re 

trying to find a part-timer, the lifeguard starts 

on Monday, and the wifi has been fixed so your 

son can listen to his music.

At last everyone is happy, especially Gran as 

she’s loving the karaoke and the bar doesn’t do 

measures! 
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Failure to integrate 
suppliers

The first test of a new supplier relationship 

is in the way contracts are negotiated, often 

the balance of power is not with the supplier. 

However, the first “real” test of the supplier 

relationship is after contracts have been signed 

and in the transition or integration stage. 

Close monitoring and collaboration between 

both sides should be maintained during the 

project phase. Dedicated project management 

representation from both sides should exist. 

Virtually no projects run without hiccups; it’s 

the way these hiccups are handled that cements 

the relationship between both sides. Enforcing 

contract clauses and penalties too early will 

almost always lead to a strained relationship. 

We find in many cases that organisations 

assume that the third party, being an expert in 

the relevant area, is also the most appropriate 

project manager for integration. However most 

organisations fail to recognise that third parties 

will never be experts on your own organisation, 

and project management is almost invariably 

best controlled from within.

This is why the same amount of effort that is 

put into due diligence should be given during 

the integration phase. Transition plans should 

be defined and new procedures documented. 

Handovers, links and interfaces between the 

different teams across both sides are important 

during this stage, especially if the project 

teams on either side are different to the actual 

operating teams.  

Once the integration project is complete, a 

review of lessons learned and successes and 

areas for improvement from both sides should 

be undertaken to move the relationship into the 

production stage. 

Compromises were made by our supporting 

acts as well as our main character and the sun, 

sea and baklava were finally enjoyed!

Points for consideration: 

• Don’t lose control over the project side, it’s

equally as important as the due diligence

activity.

• Every project faces turbulence, it’s getting

to the other side intact that will make sure

that both sides achieve their common

objectives.

• Ensure that any issues identified during

the project phase are owned by a named

individual and ironed out early on.
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The end is nigh

You’re now towards the end of your holiday and 

are enjoying every sun-lounge minute.

Waking up late one morning, you go down for 

breakfast to find the restaurant closed and the 

resort manager is in the middle of an argument 

with the head chef. It turns out the sous chef 

was ill overnight and failed to notify the chef 

and nobody had been down to the market to 

buy the ingredients for that day’s meals. 

The twins are grumbling because they’re 

hungry and your daughter has woken up 

covered in a rash from the Turkish bath she had 

the day before. Gran and Grandad are talking 

about how they had no food during the war and 

that’s when you decide enough is enough and 

ask concierge to order a taxi for you all to go 

into the nearest town. 

What was a disaster turned into one of the best 

days of your holiday. After feeding everyone 

and popping into the pharmacy to get lotions 

and potions, the whole family enjoyed the 

different shops, local culture and even ended up 

on a sunset cruise.

On returning to the resort, all had been restored 

and things were back to normal. To thank all the 

guests for their patience and understanding, 

the resort laid on an extra special buffet 

the following evening and a party with free 

champagne.

You decided to write a letter to the holiday 

company to tell them of the fantastic service 

you had when you booked, the worry when 

the media announced its turmoil, your 

disappointment in the actual resort and your 

pleasure with the rep and resort staff making 

everything better for you.
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Failure to manage 
suppliers

Now that the suppliers have been fully on-

boarded, ongoing management of the supplier 

should be “business as usual”. This can be done 

in different ways depending on the complexity 

and size of the services procured. 

We see many Key Performance Indicator (KPI) 

and Service Level Agreement (SLA) measures 

being reported upon. Although these should be 

defined in the initial stages of the contracts, in 

many cases they are not reviewed and assessed 

for adequacy as the relationship matures. This 

results in the reporting of meaningless and 

often mis-stated performance metrics.  

Regular supplier assurance assessments 

should be undertaken. These should typically 

be carried out by an independent function 

based on the area of focus e.g. internal audit, 

security, risk management. Supplier relationship 

managers have a key role in this process 

to ensure these activities are carried out 

transparently and are viewed as improvement 

opportunities for both sides. 

An aggregate view of all suppliers in use by 

an organisation should also be available. We 

often see the same third party supplier being 

used by different departments within the same 

company due to fragmented procurement 

processes due to the complexity and the size of 

both organisation and supplier. This aggregated 

view will allow the procurement function to 

have a better understanding of the needs of 

their organisation, better negotiation with the 

supplier during contract reviews and renewals, 

and an overall view of risks the organisation is 

exposed to from their third party suppliers. 

By writing to the holiday company, our 

character provided it with an assurance 

assessment on the resort and its staff by 

pointing out what had gone right and what 

had gone wrong. The holiday company can 

then go on to use these details, as well as other 

customers’ data, to measure against the key 

performance indicators it had in place with the 

resort.   

Points for consideration: 

• Implement a governance and relationship

structure that fits your organisation and the

nature of service being provided.

• Regular assurance reviews with a view of

identifying improvement areas on both

sides should be carried out.

• Aggregate the third party supplier

view across the organisation to identify

risks, impact on other areas and share

experiences internally.
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The bigger picture

One of the reasons leaner companies tend to 

do very well is because they optimise their third 

party network. The way they do that is through 

getting the three components right: 

• They select the right suppliers.

• They integrate them efficiently.

• They manage them proactively.

The three main components of a supplier 

management framework need to integrate 

effortlessly to ensure that the best value is 

achieved from suppliers and an organisation’s 

ability to capitalise on what they do well. Joined 

up processes need to be in place between all 

the internal and external stakeholders in the 

chain. 

We see many companies doing extremely well 

in one or two of the areas, but not all three. This 

is why policies and procedures need to exist 

to guide each organisation’s approach. These 

should define the governance and high level 

expectations, roles and responsibilities of each 

of the stakeholders and establish clear guidance 

as to how to manage the supplier lifecycle. 

Examples we would expect to see include: 

• Procurement strategies.

• Supplier selection policies.

• Supplier management policies.

• Supplier risk management policies.

The shape of the governance policies 
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and procedures should be unique to each 

organisation based on their drivers for using 

the third party e.g. cost reduction, operational 

focus, regulation. The unique requirements of 

each organisation should define what the third 

party supplier framework should look like - one 

where it is ensured that all three boxes are 

ticked should be what every organisation aims 

to achieve. 

How can we help you?

Although we can’t send you and your family on 

a sun-filled holiday, we can assist you in getting 

the best out of your Third Parties. Please feel 

free to contact us on:

Tel:  +44 (0)20 3985 8467 

Email:  consulting@xcina.co.uk

The Bigger Picture: XCL Third Party Management Services
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