


Segmenting relationships to drive 
contract value:

» Alan Day

» Jay Doyle



» Different ways to segment supplier and 
customer base.

» Techniques and pitfalls driving differing 
behaviour with segmentation.

» Segmenting the individual relationships within a 
customer or buyer.

» Royal Mail case study with the Supplier 
Management System (SRM portal).

» Emerging technology - ‘predictive markets’.

Agenda



Segmentation – What are you trying to achieve?
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Exercise

» Please stand up
» Please sit down if you don’t segment 

relationships
» Please sit down if you don’t segment 

relationships by spend
» Please sit down if you don’t segment 

relationships by risk
» Please sit down if you only have one standard 

contract



» Spend
» Risk - Business continuity issue if supply 

interrupted
» Low / restricted competitive market 

environment
» Revenue contribution
» Considered to have a long term future
» Product / service supply considered "critical"
» Key IP / strategic assets reside with the third 

party

Ways of segmenting (suppliers)



» Board / Executive level interest

» Ease of substituting the product / services

» Contribution now / future to strategy

» Strategic importance to the third party

» Financial importance to the third party

» Appetite to work strategically

» Switching is difficult / costly / undesirable

Ways of segmenting (suppliers)
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Low HighRelative Spend / Profit Impact

Low

High

M
ar

ke
t D

iff
ic

ul
ty

 / 
R

is
k Bottleneck Strategic

Suppliers



Irritating
‘Lose the account’

Exploitable
‘Milk the account’

Low or
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Developmental
‘Grow the account’

Preferred
‘Keep the account’

Customers



Types of ownership

» Budgetary 
» Technical
» Strategic
» Financial
» Operational

» Legal
» Sales
» Quality
» Governance

Segmenting individual relationships



» Develop and invest 
in the relationships

» Actively manage

Strategic

Preferred

Approved

TOP 20

» Harness the 
knowledge/wisdom 
of the crowd

» Management by 
exception

Segmentation – What are you trying to achieve?



Supplier management system

» Ensures contract lifetime value is realised
» Improved supplier performance against KPI’s
» Privileged access to the best of the supplier
» Leverage the supplier’s capabilities
» Increased supply chain efficiency
» Mitigation of reputational and operational risks

» A SRM portal to collaborate internally amongst 
stakeholders and with key suppliers 

» Developed over 4 years with clients such as: 
C&W, Network Rail and Royal mail



The Royal Mail story
» Group Procurement goal of ‘Top 3 in 3’
» Traditional VM (SRM) often procurement led, 

involving largely one way communication
» Recognise critical role of business personnel 

to drive continuous improvement
» Set up an Account Management team for each 

vendor with clear and agreed Account Plan
» Using the SMS system to drive change



Supplier management system demo



Predictive markets 

» Generate accurate forecasts
» Understand the probability of achieving 
goals or milestones?

Harness in the power of the crowd, use 
customers, suppliers or employees to:



“crowd-sourcing” – developing innovation 
and cost-out techniques

» Employees submit ideas 
» Other users comment and refine ideas
» Users volunteer for tasks
» Contributors can be recognised / rewarded



Questions


