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At some point in their lives, many projects need the expertise of external third parties to ensure that certain activities are
carried out. Much research and advice is available in the practice of supplier and vendor management, ranging from
procurement techniques to establishing Key Performance Indicators and Metrics management. In this article, we point out a
few key elements that the three of us usually find important when working on a project with suppliers and vendors. As a
project manager, it is important that you embody the philosophy you want your team to adopt with suppliers and vendors —
it sets the tone for success.

What is a supplier or vendor?

This is a broad question. For the purposes of this short article, we are covering third parties (suppliers, vendors,
contractors, subcontractors, consultants) who provide a product and or contracted to perform agreed works on a project.

Seven factors to consider for working successfully with suppliers and vendors on a project

Various levels of sophistication for project supplier and vendor management exist. The type of practice you will expect to
use will depend to a large extent on the size and complexity of your project and your organisation. Within large
organisations, it may be necessary to go through a supplier/procurement management team and adhere to strict processes
to contract for the services or goods required for a project. In smaller organisations, the process may be handled by one
person or a small team. Different procurement processes may need to be followed, depending on the size of the project.
Small projects, for example, may not have the dedicated personnel in place to deal with the suppliers and vendors that
large complex projects will invariably involve. Always follow the processes and procedures your organisation requires.
Below, we put forward a few thoughts on project supplier and vendor management for project managers to consider,
regardless of organization, project size or type:

1. Canyou leverage an already existing vendor management framework?

Today, a growing number of organisations have supplier/vendor management frameworks in place to help project teams
leverage relationships with such entities. The framework available may be owned by a PMO or Procurement Group, and it
can range from providing lists of “preferred or prequalified parties” and information about specific organisations for specific
types of work, to offering project teams a comprehensive guide on how best to develop a successful relationship with
suppliers and vendors on your project. In some organizations, the Procurement group will also be a project resource,
responsible for performing the procurement tasks for the project. Your organisation may have experts in this field of
expertise for you to “tap into”. As a first “port of call”, find out what expertise is available in your organisation for project
supplierivendor management — and not only in the domain in which you work, but also within other areas of your
organisation that use suppliers and vendors. Also consider whether you can take advantage of techniques and practices
offered by professional associations such as the PMI, the IPMA or other project management organisations.

2. Do you have a project strategy for working with each supplier and vendor?



This is perhaps the most important question to ask. What do we mean by a project strategy for suppliers and vendors? The
following points are just some of the considerations you may want to keep in mind (note that we are not going into the
details of Procurement Group activities here, which may include assessing the financial health of the third party, workload
split etc):

o When do you need them to come on board, and how will you select them (e.g., through a tendering process)?

o Do you have a standard “on boarding process” for suppliers and vendors for the project?

e Do you have a standard review and selection criteria (e.g., some industries use terminology such as Requests for
Proposal), Risk review and other procedures in place to objectively review each returned proposal? This is
important if you are using a tendering process.

o How critical is their work to the success of the project? Are all or some of their activities on your critical path?

o Does your organisation regularly work with the supplier/vendor you intend to use, or is this the first time? If they
have worked with your company before, what can you learn from others in your organisation who have had
contact with them?

o What kind of contractual relationship will exist (including any incentives)?

o How will you engender openness and trust in the working relationship or partnership?

o Willyou be assessing their performance as to completing an activity, and will it be compared to other suppliers
(e.g., for defects measurement, productivity or other measures)?

o How will you ensure that the relationship is based on a clear understanding of what success means?

o  What risks exist that, if they occur and become issues, may result in an acrimonious situation, and how can you
spot the warning signs or “triggers” early enough to prevent their occurrence?

o  What will you do if things go wrong? Do you have a back-up/mitigation plan?

o Are performance standards (e.g., Service Level Agreements are common in IT) expected from the supplier if it is
for an ongoing service? Agree to them early, including penalties for missed targets, and ensure that they are
mutually accepted and contractually binding.

3. Be very clear about your shared expectations.

In a previous article (one of the earliest that we wrote together), we described how Project Success Plans (PSPs) can serve
as a way to foster the “gelling” of the project team which is vital to achieve a successful project. Third parties are often key
components of a project team; the principles of a “PSP” are equally valid when dealing with external team members as they
are with your own staff. With this in mind, as the project manager of a project it is worth your while taking steps to ensure
that all external parties gain an understanding about how you like to operate, and ensure you understand their modus
operandi (depending on the size of the project, you may be personally involved in this or it may be delegated to a project
team member). It is important to be very clear about the meaning of success for both parties from the start, and to discuss
how you might handle “critical conversations” should the need arise. By shared expectations, it is important to understand
key project-specific criteria for success. For example, consider organisations that carry out projects involving high-risk
activities such as construction and mining. The attitude to Health and Safety of external suppliers and vendors is absolutely
critical to a successful outcome.

When you commence working with an external supplier or vendor, it is important that both sides establish clear rules of
engagement and respect. Project management techniques, such as agreeing to Statements of Work and regular tracking
mechanisms, can help this process.

Relationships matter — meaning that you should engender a professional and ethical way of working together.
4. Do you have an “A team” from the supplier/vendor on your project — do you need one?

Projects are carried out by people, and people are what make projects. We all want the best possible individuals to be
available for our project team, whether they are our own staff or from external parties. But what does “best possible” mean?
The onus on you and your project team to make your needs clear to the supplier/vendor, so that they can gauge the person
or people best suited to work with you — depending on who they have available. They may subcontract the work to other



parties, which may or may not be within your control. And they may be involved in supplying goods to your project remotely,
without ever working “on site” themselves.

One approach to the selection of people put forward by a supplier or vendor is to request to “see them in action”.
Depending on the circumstances, you may be able to visit the premises of the organisation to meet their proposed
candidates and/or discuss the project with them yourself to assess their suitability for the work they are required to
undertake.

5. How much detail do you need from the supplier/vendor for planning purposes?

Suppliers and vendors may “come on board” to a project at various stages. Sometimes, they may be involved very early
before approval is granted, perhaps taking on the work “at their own risk” to help you win the project. At other times, they
may come on board much later, once plans have already been established and perhaps budgets and schedules set.

If you know you will need or benefit from external expertise in the planning phase, build it into your project plan.
6. Do you have a shared view of project risks?

What do you perceive the attitude toward risk of the supplier/vendor you are working with to be, and how does it align with
your own?

Have you discussed the key risks of the project with your suppliers and vendors - i.e., those that are appropriate to be
discussed with them? They will certainly have an opinion. It is likely that they are keeping their own risk registers and they
will be able to offer insights into risks and opportunities.

7. Are expectations clear on how progress needs to be stated?

You will need to receive progress updates (through established channels, such as progress meetings and reports) from
your suppliers and vendors at an agreed upon frequency — for example, of a cost, schedule and quality nature. Such needs
should be scaled to suit. For example, on large projects, schedules from third parties are consolidated and, in turn, fed into
a more encompassing project progress schedule.

It is a good idea to discuss your review and reporting requirements early to ensure there is clear agreement on the style,
content and frequency.

Finally, we would like to point out something we have all seen which we call the “90% - 110% = 20% unwritten law of
contracting”. What do we mean by this? Although you can never cover every option or potential issue in a contract, given a
firm contractual scope, the vendor or supplier typically seeks to deliver 90% of it for real cost and to keep a ~10% buffer for
contingency and profit (as a general rule, these numbers will differ depending on project specifics). The client, on the other
hand, tries to get additional work or “110% of the contract” in order to be satisfied that they have a good deal. This
behaviour often occurs discreetly through numerous small requests by the client that are too minor for the contractor to
request a change order for and that they consider, on balance, to be worth undertaking “free of charge” to make the client
happy. The supplier/vendor will quite rightly seek all cost effective ways to meet the intent of the contract (a perfectly
reasonable approach as long as design intent and quality are maintained). As a result of these two factors, there tends to
be a “20% zone of difference” that can affect the overall outcome. Following our seven steps can help you minimise
ambiguity in the initial understanding of the Terms & Conditions (often colloquially called T's and C’s) of a contract and set
the tone during the service life of the work. Think of this as the project manager when holding your “Success Plan”
discussions with a supplier/vendor.

Conclusion

We have only scratched the surface of what is required to successfully work with suppliers and vendors on a project.
Having suppliers and vendors on a project team can be a very rewarding experience, and is very often a necessary factor



of success. As a project manager, the way you engender the philosophy of your team to work with suppliers and vendors
sets the stage for the success of all parties involved.

We hope this short article has spurred you to reflect on your strategy for dealing with suppliers and vendors on your
projects. There are many different aspects to consider. We would really like to hear from you if you have any feedback, a
story to tell us or a specific topic you would like us to use in a future article. If so, please email us at
Contactus@pmoracles.com.




