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Vested is a sourcing business model

Transaction based Performance based Outcome based

Shared services etc

Investment
based

Relational

contract .
What’s In It For Preferred provider Managed service Vested

We?

Dependency and risk

Transaction Approved provider
based contract

What’s In It For Mis-match Mis-match
Me? Basic provider

Relationship models

>

Potential for value creation



Vested Five Rules

CLEARLY DEFINED
AND MEASURABLE
DESIRED OUTCOMES

FOCUSES ON PRICING MODEL
THE WHAT WITH INCENTIVES
NOT THE HOW THAT OPTIMIZE
THE BUSINESS

OUTCOME- INSIGHT VS.
BASED VS. WIN/WIN OVERSIGHT

TRANSACTION- WIIFWe GOVERNANCE

BASED BUSINESS BUSINESS STRUCTURE
MODEL RELATIONSHIP

Source: Vested®
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The contracting contfinuum

_ CONTRACTING CONTINUUM
Transactiona Relational

Contract Contract

The commercial The
Focus : : :
transaction relationship
. . Arms-length _
Relationship ene! Partnership
relationship
Use of power and Risk avoidance by creation
Risk management creation of enforceable of continuous alignment
contractual obligations of interests
. Disconnect from Explicitly includes social norms as contractual
Social norms . L
social norms obligations
Aims for complete : :
. o P Creates a fair and balanced flexible
Planning planning, i.e. contract should cover
framework
all future events
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Six guiding principles




Important components in a formal relational
confract

* Shared vision and strategic objectives

Guiding principles

Rules for interpreting the contract based on the guiding principles

Relationship management structure

Relationship management processes (performance management, risk management,
escalation procedures, changes of people, change control, exit procedures etc)
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Five steps towards a formal relational confract

Step 1

LLLLL

Lay the foundation

Apnrnach lll

Gontracts Step 2

Co-create a shared vision
and objectives

‘r-

Step 3

Adopt guiding principles

: Step 4
ol
Kate Vitasek

Align expectations and
interests

Step 5

Stay aligned
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The standing neutral - A neutral coach,
representing ’the deal’

During contracting process During the contract term
* Facilitates workshops, following the five * Participates in governance meetings at
step process executive level
* Ensures that the parties follow the * Proactively ensures that the parties
guiding principles, follow the guiding principles, avoiding
- In the terms of the contract conflicts and friction
— Inthe negotiations, keeping the e Serves as an escalation point and
parties from falling back into potential mediator in case of conflicts

"traditional’ negotiating behaviors
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