yo ‘ jhts on C
jot & ent

ch find Oh negot | applications, an

e

-

- Tim Cummins Kraig Conrad
-~ WorldCC - CCM NCMA - CCM
Institute Institute

nmerce & Contract
ement Institute

-



Presenter
Presentation Notes
Welcome to our presentation on "Beyond the Table." Today we'll be sharing key insights from our comprehensive research on contract negotiation and management. I'm [your name], and I'll be walking you through findings from our study involving over 600 contracting professionals, our exploratory research on AI applications in negotiation training, and the critical competencies needed for modern contract management. This research represents a collaboration between World Commerce & Contracting and the National Contract Management Association through the Commerce and Contract Management Institute.
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The Critical Disconnect

» Research shows a persistent
misalignment between heavily negotiated

WHAT WE WHAT DRIVES -
NEGOTIATE PERFORMANGE terms and those that impact performance

» Organizations invest significant resources
on terms that rarely come into play

* "Preventism" mindset focuses on failure
prevention rather than enabling success

 This approach stifles innovation and
damages relationships
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Our research has consistently identified a fundamental disconnect in contract negotiations. Organizations spend significant time and resources haggling over terms that rarely impact day-to-day contract performance, while overlooking operational details that truly drive success. This "preventism" mindset, where practitioners see their primary role as preventing failure rather than enabling success, leads to rigid control mechanisms at the expense of adaptability. By focusing on self-protection rather than collaboration, organizations miss opportunities for innovation, damage relationships, and ultimately leave value on the table. This disconnect between negotiation focus and performance reality forms the foundation for our research.


Key Study Findings — 2024

Most Negotiated Terms

Predominant contract types
Firm-Fixed-Price (FFP)

78% 88%

of buyers of suppliers

FAR-based contracts

712% 81%

of buyers  of suppliers

Other notable contract types:

Indefinite Delivery / Indefinite Quantity (IDIQ)
Requirements

Single Contracts

Research involved 600+ contracting
professionals with focus on US
government procurement

Government priorities: Cost reduction
(72%), regulatory compliance (65%),
improving quality (62%)

Supplier priorities: Intellectual property
protection, scope clarity, liability
management

Significant power imbalances shape
negotiation dynamics
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Our 2024 study involved over 600 contracting professionals, with a primary focus on US government procurement. We found clear differences in how government agencies and suppliers approach negotiations. Government buyers consistently prioritize cost reduction (72%), regulatory compliance (65%), and improving service quality (62%). In contrast, suppliers place greater emphasis on protecting intellectual property, ensuring clarity of scope, and managing liability. This divergence reflects the power imbalance in these relationships, with suppliers reporting that government agencies tend to adhere strictly to established terms, resulting in less room for negotiation. Understanding these different perspectives is crucial for improving contracting outcomes.


The Misalignment Problem

Most Negotiated Terms

Suppliers (mean score)
Scope of Work (3.0)

I Price / Charge / Price Changes (2.9)
IDeIivery 2.9)

I Indemnification! (2.9)

I Amendments / Changes to Contract (2.8)

Government buyers (% frequency)

1 Amendments / Changes to Contract (60%)
Price / Charge / Price Changes (58%)

Delivery (56%)
Scope of Work (55%
Term (Period / Length) (54%)
Confidential Information / Non-disclosure (2.8)
I Intellectual Property (2.8)
Limitation of Liability (2.8)

Cybersecurity / Data Privacy (52%)

2

3

4

5

6 Communications and Reporting (53%)

7

8 Options and / or Option Year Terms (52%)
9

Ordering Details (51%)

I Payment / Payment options (2.8)

10 Payment / Payment Options (51%) I Cybersecurity / Data Privacy (2.6)

1 Acceptance, Inspection and Quality Assurance (58%)

Scope of Work (51%)
Contract Type (45%)

Delivery Dates and Terms (34%)

Price / Charge / Price Changes (32%)

Amendments / Changes to Contract (31%) Payment / Payment Options (39%)

2
3
4 Changes and Modification Terms (38%)
5
6
7

Contractor Qualifications (26%)

8
9 CLIN Structure (Line Items on Contract) (26 %)
10 Payment / Payment Options (25%)

As a buyer of goods or services (% citing)

Most Important Terms

As a supplier of goods or services (% citing)
Scope of Work (52%)

Price / Charge / Price Changes (38%)
Amendments / Changes to Contract (31 %)

Limitation of Liability (25%)

* Government buyers negotiate most on "Amendments/Changes" (60%) and

"Price/Charge/Price Changes" (58%)

» Yet they consider "Acceptance, Inspection and Quality Assurance" most important (58%)

» Clear disconnect between negotiation focus and performance priorities

* Negotiation behaviors driven by control/risk avoidance rather than outcome optimization

Commerce & Contract
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Here we see the specific disconnect between what's negotiated and what's considered important. Government buyers most frequently discuss amendments and changes (60%) and pricing (58%), yet these rank only 7th and 6th in importance, respectively. Most strikingly, "Acceptance, Inspection and Quality Assurance" doesn't appear among the top 10 most negotiated terms but is considered the most important term (58%) by government buyers. This suggests they're spending negotiation time on administrative matters rather than focusing on their highest-value concerns related to quality assurance and outcomes. This behavior pattern is driven less by outcome optimization and more by control and risk avoidance, which ironically may reinforce the very adversarial dynamics they seek to avoid.



Disputes and Disagreements

Most Disputed Terms

51%

1 in 4 contracts face significant
Acceptance, i tion, 45% = =
s aepecter disagreements during performance
Amendments / 4?;5/
changes to contract % . P .
* Primary sources: Changes/modifications (51%),
; 31% .
and terme. 36% quality assurance (45%), amendments (42%)
Payment/ one o « Significant disparity in IP and data rights
T — 21% concerns: Government buyers do not report it as a
for subcontractterm = dispute area (17%) nearly as often as suppliers
ndemnification 19%
indemnificat 24% (410/0)
Intellectual property 17% + Key insight: Disputes emerge from operational
and data rights 41%
issues more than heavily negotiated terms
Limitation of liability 15%
27%
Liquidated damages 15%
26%
M Government buyers [l Suppliers @ Commerce & Cont rqct
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When we examined contract performance, we found that approximately 25% of contracts face significant disagreements during implementation. The primary sources of these disputes are changes and modifications (51%), quality assurance issues (45%), and amendments (42%). Interestingly, there's a significant disparity in how government buyers and suppliers view intellectual property and data rights concerns – only 17% of government buyers identified this as a dispute area, compared to 41% of suppliers. This highlights a critical blind spot in understanding each other's concerns. The key insight here is that disputes typically emerge from operational issues rather than the financial and liability terms that dominated negotiation time. This underscores the need to better align negotiation focus with performance realities.


The $100 Billion Opportunity

Suppliers estimate 13.3% potential

cost reduction if government
improved negotiation processes

= $100 Billion

Key barriers:

R

Lengthy
approval
processes

il

o
o=

Rigid terms

Complex
compliance
requirements

Cost savings of simplified public sector processes

Public-private partnerships

18%

Other

Cooperative research
and grants

Another Transaction
Authority (OTA)

International agreements

IDIQ, requirements

ol

FFP (cost plus, T&M etc.)

Single contracts

FAR-based contract

Ordering agreements
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The most striking finding from our research is the scale of potential cost savings. Suppliers estimate that if government agencies were more open to negotiation and simplified their processes, they could reduce overall transaction costs by an average of 13.3%. Based on 2023 Federal spend, this translates to approximately $100 billion in potential savings. The highest savings opportunities exist in Public-private partnerships (18%) and Cooperative research and grants (15%). The main barriers to realizing these savings include lengthy approval processes, rigid contract terms with limited negotiation flexibility, complex regulatory requirements, and extensive documentation demands. This represents an enormous opportunity for government agencies to deliver greater value while strengthening supplier relationships and expanding their supply base.
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Al in Negotiation Training — Study Design

36 professionals

Developed synthetic Generated scenarios using
dialogue and both Al systems (Claude Opus
background materials, and GPT-40) and experienced
which underwent human authors from NCMA's
expert review. Contract Leadership program.

@

evaluated these
scenarios across
dimensions including
realism, coherence, and
practical utility.

Al scenarios created in 3-4.5 minutes vs. human scenarios in 2.5-3.25 hours

* Professional evaluators rated scenarios on realism, coherence, and practical value

Study design: Three-phase approach with expert review, scenario generation, evaluation

@ Commerce & Contract
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To address the challenges we've identified, we conducted an exploratory study on using AI to enhance negotiation training. We compared AI-generated versus human-authored negotiation scenarios using a three-phase approach. First, we developed synthetic dialogue and background materials, which underwent expert review. Next, we generated scenarios using both AI systems (Claude Opus and GPT-4o) and experienced human authors from NCMA's Contract Leadership program. Finally, we had 36 professionals evaluate these scenarios across dimensions including realism, coherence, and practical utility. The most striking difference was in creation time – AI scenarios were generated in just 3-4.5 minutes, while human-authored scenarios took 2.5-3.25 hours. This significant efficiency advantage prompted us to examine whether AI-generated scenarios could maintain comparable quality despite the dramatic time savings.



Al vs. Human Scenarios - Results

o ) . Creator
Negotiation Scenario Ratings by Creator Claude

Human 1
N GPT-40
E Human 2

Human-authored scenario
achieved highest overall rating
(6.25/7)

Al-generated scenario using
GPT-40 achieved strong
S A Y T A second place (6.02/7)

S
.
S
e
S
EEELEEE.
S
S

Questions
Key finding: Al can produce high-
- Al scenarios performed well on coherence quality negotiation training

and consistency materials in minutes vs. hours

- Human scenarios maintained edge in real-
world applicability
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The results of our AI vs. human scenario comparison were illuminating. While the human-authored scenario by an experienced professional achieved the highest overall rating (6.25 on a 7-point scale), the AI-generated scenario using GPT-4o achieved a strong second-place rating (6.02). AI-generated scenarios performed particularly well in areas like coherence and consistency, while human-authored scenarios maintained an edge in real-world applicability and practical utility. The key finding is that AI tools can generate high-quality negotiation training materials in minutes rather than hours, suggesting significant potential for organizations to quickly develop diverse scenarios for training purposes. This efficiency advantage could dramatically expand access to tailored negotiation training, especially when combined with human expertise to enhance real-world relevance.



Critical Competencies - Pre-Award Phase

Strategic negotiation planning beyond
traditional price/liability focus

Scenario-based
planning leveraging

. Market and risk analysis for
generative Al

informed decision-making

Stakeholder collaboration
across organizational
boundaries

Contract simplification
strategies
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Based on our research, we've identified several critical competencies needed for the pre-award phase of contract management. First, strategic negotiation planning must go beyond traditional price and liability discussions to incorporate operational risks and performance-driven terms. Scenario-based planning, potentially leveraging generative AI, helps simulate potential negotiation dynamics and outcomes. Stakeholder collaboration is essential for navigating complex relationships between enterprises of different sizes, working toward balanced agreements that foster long-term partnerships. Contract professionals must also advocate for simplification strategies that ensure terms are clear, fair, and effective. Finally, market and risk analysis provides the foundation for informed negotiation strategies that align with both short-term and long-term business objectives. These competencies represent a shift from rules-based execution to judgment-based navigation.


Critical Competencies - Award & Post-
Award Phases

I-i:-' Performance-focused contract drafting with clear

' expectations
..1:,‘ p

Business strategy and policy

$ 1 i I i Contingency clauses that account for operational
)

Pre-award uncertainties

gfé@? Proactive risk management and dispute resolution

- techniques

Assembly

Approval

Negotiation

Post-award

! 0 J ! ! 0 o i

, 1o
LRSS ﬁ Proficiency in Contract Lifecycle Management (CLM) tools

Source: WorldCC, 2025

L%]_Il Al-augmented monitoring and predictive analytics
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 For the award and post-award phases, different competencies become critical. Performance-focused contract drafting emphasizes clear expectations, shared milestones, and collaborative problem-solving mechanisms. Well-crafted contingency clauses account for operational uncertainties, allowing for flexibility and resilience during execution. Proactive risk management and dispute resolution techniques help identify and mitigate operational risks before they impact performance. Proficiency in Contract Lifecycle Management tools enables professionals to track metrics, assess risk exposure, and ensure compliance. Finally, AI-powered monitoring and predictive analytics can identify potential issues before they become major problems. Together, these competencies ensure contracts remain effective tools for managing business relationships throughout their lifecycle.


Emerging Competencies Beyond Traditional Models

TRADITIONAL EMERGING
COMPETENCIES COMPETENCIES

A
.0
@{@,o Al-augmented negotiation and

» Understanding
decision-making

requirements and
market research

% Behavioral economics and

* Negotiati kill
egotiation skills Gor(%ao negotiation psychology

« Ethics and integrity
in contracting Ethical contracting and
D@

ESG integration
* Conflicts resolution

- Ensuring —— Emotional intelligence (EQ) and

compliance with
terms

adaptability intelligence (AQ)

r_i@ Moving from "rules-based to judgment-
£ . based" approaches
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Beyond traditional competencies, we're seeing several emerging skill areas that will shape the future of contract management. AI-augmented negotiation and decision-making require the ability to critically assess and integrate AI-generated insights while understanding the technology's strengths and limitations. Behavioral economics and negotiation psychology awareness helps professionals recognize biases that impact negotiation dynamics and craft agreements that drive long-term success. Ethical contracting and ESG integration align business practices with sustainability and social responsibility goals. As AI increasingly delivers baseline technical knowledge on demand, what will differentiate professionals is emotional intelligence (EQ) and adaptability intelligence (AQ), which drive sustained value through relationship management. This represents a fundamental shift from rules-based to judgment-based approaches, where professionals navigate complexity rather than simply executing predefined processes.


Implementation Path Forward

Supportive organizations:

(®

World Commerce @N CMVMA

NATIONAL CONTRACT MANAGEMENT ASSOCIATION |

&Contracting

Professional
development
and certification
pathways
(NCMA,
WorldCC)

. Organizational

. Strategic

integration of
Al tools in
contract
management
processes

shift from risk

aversion to value
creation

Future of contracting

‘ Continual research
through the

Investment in Commerce and
scenario Contract
planning and Management
performance- Institute
focused

contracting
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As we look to implement these insights, several pathways emerge. Professional development through NCMA and WorldCC certification programs provides structured training in advanced negotiation strategy, risk management, and performance-focused contracting. Strategic integration of AI tools can enhance efficiency while freeing professionals to focus on high-value activities. Organizations must shift their culture from risk aversion to value creation, balancing regulatory compliance with operational flexibility. Investment in scenario planning and performance-focused contracting practices helps align negotiation priorities with business outcomes. Finally, continual research through the Commerce and Contract Management Institute ensures practitioners receive up-to-date knowledge and methods to navigate constant change. By following these pathways, organizations can capture significant value, reduce costs, and build more sustainable business relationships. Thank you for your attention. I'm happy to take any questions.
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