AMPLIFA PROCUREMENT GLOSSARY

Renegotiation: Strategic renegotiation in
Industrial procurement

Renegotiation is the renewed negotiation of prices, terms or contract contents for an existing
transaction or during ongoing contractual relationships. In practice, it is one of procurement's most
effective levers for economically optimising established supply relationships without having to
re-tender the procurement volume. When done well, it secures competitiveness and margins; when
done badly, it jeopardises ability to supply and trust. This article explains the definition, approach,
key metrics, risks and current developments of renegotiation in B2B procurement.

Key facts

* Renegotiation is the renewed negotiation of prices, terms or contract clauses for existing
procurement contracts.

» Typical triggers include volume changes, market price fluctuations, performance reviews and
changes in the depth of value creation.

* In practice, renegotiations frequently achieve savings of around 2 to 10 per cent on negotiated items,
depending on the starting position and market power.

* The basis is fact-based arguments such as benchmark prices, cost breakdowns and order data —
not negotiation pressure alone.

* Renegotiations require clear governance: target values, escalation routes and a documented
negotiation strategy.

» The risks lie chiefly in jeopardised ability to supply, quality compromises and suppliers'
counter-strategies.

Definition: renegotiation

Renegotiation refers to the renewed negotiation of contract contents — frequently prices, quantities,
delivery terms or payment terms — after an order or framework agreement has already been concluded.
It differs from the initial negotiation in that a business or contractual relationship already exists and both
parties have concrete experience to draw on.

Distinction from the initial negotiation

In the initial negotiation as part of RFX in procurement, the focus is on price discovery and supplier
selection, for example following a Request for Information (RFI) or a tender. Renegotiation, by contrast,
builds on an existing contractual position and negotiates adjustments. While the initial negotiation is
often competition-driven, the relationship level plays a greater role in renegotiation. This limits the levers
available but increases the chance of viable, long-term outcomes.

Typical negotiation subjects

The subject of a renegotiation may include raw material surcharges, unit prices, minimum order
gquantities, payment terms, logistics terms, tooling costs or service agreements. Clause adjustments,
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such as an expanded audit right or the definition of a confidentiality level, are also renegotiated. In
series production, renegotiation often revolves around deviations from target prices and cost variants
during the product life phase.

Legal framework

Legally, a renegotiation is initially simply an ordinary offer to negotiate: existing contracts remain in force
until changes are agreed by mutual consent. Unilateral price changes are only effective if the contract
contains corresponding adjustment clauses, such as raw material price escalation clauses or rights of
moadification. Which clauses are permissible and how amendments should be formally drafted depends
on the individual case and should be reviewed legally.

Triggers and levers of renegotiation

In practice, renegotiations have a wide variety of triggers. They range from pure cost reduction
objectives to adaptation to changed market or product conditions. Those who identify the triggers
systematically can plan renegotiations deliberately rather than conducting them spontaneously under
pressure.

Market and cost changes

Changed raw material prices, exchange rates, energy costs or logistics rates are classic triggers. When
cost drivers fall, procurement demands a pass-through; when they rise, the supplier must substantiate
the price increase. A fact-based exchange of cost breakdowns — material share, manufacturing hours,
overhead factors — prevents the negotiation from failing on sweeping generalisations. Especially for
long-running framework agreements, regular review of the price basis is customary.

Volume, specification and value creation changes

If call-off quantities, lead times or bills of materials change, the original price may lose its basis. Shifts in
the depth of value creation — for instance when the customer manufactures parts in-house or
implements design simplifications — also justify an adjustment. Conversely, the supplier may cite
promised orders from other customers when utilisation has risen. Procurement should actively gather
such levers, for example through changes to delivery call-offs and ongoing cost monitoring.

Performance reviews and supplier development

Regular assessments via the supplier rating model or structured evaluation criteria provide objective
negotiation arguments: quality, delivery reliability, response times and price level compared with the
benchmark. Weaknesses in the metrics of the procurement KPI dashboard or findings from a Layered
Process Audit (LPA) can trigger simultaneous quality and price renegotiations. In this way, procurement
links performance and terms in a transparent manner.

Methods and approach in renegotiation

Successful renegotiations follow a structured process: preparation, strategy, negotiation and anchoring
of the outcome. Improvised price-pressure talks without a data basis frequently lead to sham successes
in industry, which later take their toll in quality or delivery reliability.

Preparation and fact base
At the outset are a cost breakdown, benchmark prices from market analyses or price tables, and an
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analysis of one's own position of importance: how much volume does the customer represent, how
interchangeable is the supplier, how high is the supplier capacity risk? A Bow-Tie analysis additionally
helps to estimate which risks a supplier change or escalation might trigger. Also part of the preparation
is checking whether an emergency order or safety stock can cushion short-term dependencies.

Negotiation strategy and objectives

The negotiation strategy defines the target corridor, minimum outcome, concessions and withdrawal
options. Package building is helpful: procurement links price objectives with volume extensions, earlier
payment terms, expanded audit rights or a commitment to supply base optimisation. As an alternative to
negotiation, a partial tender of volume can serve as a credible alternative — without fundamentally
calling the relationship into question. The negotiation lead, number of participants and escalation levels
are agreed in advance.

Documentation and implementation

Agreements are recorded in writing — typically as an amendment to the existing contract or as a
supplementary agreement with clear validity and a transition provision. This includes new Service Level
Agreement (SLA) values, adjusted payment and delivery terms and, where applicable, agreed price
tracks for future years. Without binding documentation, negotiation results quickly evaporate in
day-to-day operations.

Key KPIs and measuring the success of renegotiation

The success of renegotiations must be measurable, otherwise procurement loses its basis for
argumentation both with senior management and with suppliers. Relevant procurement metrics combine
savings, security of supply and relationship quality.

Cost-oriented metrics

The key figure is the realised saving: the difference between the old and the new price multiplied by the
forecast quantity, usually expressed as an annual value and as a percentage of the procurement volume
of the item. In addition, price deviation from the market index and price drift over time are considered. It
is important to make a clean distinction between cost reduction (genuine saving against the baseline)
and cost avoidance (fending off planned price increases), as the two are assessed differently.

Supply and quality metrics

After a renegotiation, ability to supply and quality must remain stable or improve. Delivery reliability,
complaint rate, incoming goods quality and adherence to agreed lead times are monitored. If these
values fall after a tough price squeeze, this is a classic warning sign of hidden cost recoupment by the
supplier. Ideally, the metrics are compared before and after the negotiation in the same reporting format.

Relationship and process metrics

Soft factors can also be operationalised: renegotiation closure rate, average negotiation duration, share
of items subject to regular price reviews and development of the supplier rating. These figures show
whether renegotiations succeed systematically or only sporadically. In many procurement organisations,
the share of renegotiated spend is tracked as a maturity indicator.
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Risks, controls and fair negotiation practice

Renegotiations carry considerable risks for ability to supply, quality and the relationship. Ignoring them
yields short-term price gains at long-term cost. Controls and fairness are therefore not optional extras
but part of the strategy.

Recognising risks on the supplier side

Under price pressure, suppliers may respond with quality compromises, staff savings, longer lead times
or prioritisation of other customers — up to and including adverse order prioritisation or supply
stoppages. Hidden cost recoupment often shows up with a delay in the metrics. Procurement should
therefore monitor performance data closely after every renegotiation and raise any need for explanation
early. Keeping an emergency order and safety stock on standby also reduces short-term risks during the
transition phase.

Controls and contractual instruments

Contractual safeguards include price tracks, evidence and disclosure obligations under raw material
clauses, an expanded audit right to verify cost transparency, and clear SLA values. For critical parts, an
additional risk assessment of supplier capacity risk and defined escalation routes are recommended.
Those who wish to prevent short-term liquidity strains on the supplier can, instead of tough payment
terms, discuss instruments such as factoring in procurement as an alternative — in this way, liquidity
benefits are negotiated separately from the price level.

Fairness and the relationship perspective

Renegotiations based purely on power permanently damage trust and are regarded in some supply
relationships as a breach of fair, partnership-based conduct. Professional organisations separate the
factual and relationship levels, substantiate demands with facts and offer countervailing value such as
volume security or early involvement in projects. Practical experience shows that this increases
acceptance and the quality of outcomes.

Current developments and digital support

Renegotiations are being changed by market dynamics, sustainability requirements and digital tools.
Static framework prices spanning several years are increasingly hard to maintain in volatile markets;
price adjustment mechanisms are becoming the standard.

Dynamic price and index clauses

Owing to high raw material and energy volatility, many companies rely on sliding price formulas rather
than rigid fixed prices. This reduces the need for confrontational renegotiations, but makes negotiating
them more complex: index selection, reference dates, smoothing rules and bandwidths must be defined
precisely. Procurement gains predictability as a result, but loses some of the leverage of classic
renegotiation.

Sustainability as a negotiation subject

Sustainability requirements are moving into renegotiations: CO2 data, ESG evidence or an EcoVadis
rating are increasingly becoming assessed contract contents. Companies link price with sustainability
objectives, for example improvement agreements with an EcoVadis rating as a measurable reference
point. This expands the classic cost perspective to include risk and reputational dimensions and should
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be integrated into the negotiation strategy early on.

Data-driven negotiation preparation

Cost breakdowns, market indices and supplier assessments are now frequently consolidated digitally,
which shortens preparation times and makes arguments more robust. Tools for segmentation and
analysis support the selection of items worth renegotiating by volume and risk. The negotiation itself
remains a human task; digitalisation primarily improves the fact base, transparency and documentation.

Typical metrics

Realised saving: typically 2—-10% of the item
Depends on market power and starting price

Delivery reliability after renegotiation: target often > 95%
A decline would be a warning sign of cost recoupment

Renegotiation closure rate: usual range > 60%
Indicator of preparation quality

Negotiation duration: typically 4-12 weeks
Depending on complexity and escalation levels

Practical example

A medium-sized mechanical engineering company had been sourcing a cast part for years at the same
unit price, even though the aluminium price had fallen significantly. Procurement prepared a
renegotiation with a cost breakdown, market data and rating results from the supplier rating model.
Rather than merely pushing down the unit price, a package was negotiated: a moderate price reduction,
extended framework volumes, an expanded audit right and binding SLA values for delivery reliability.
The outcome was documented by amendment and monitored for two years on the basis of key metrics.

» Prepare cost breakdown and market benchmark as the basis for negotiation
» Package solution combining price, volume, audit rights and SLAs instead of a pure price demand

* Document the agreement bindingly as an amendment with a transition provision
* Monitor delivery reliability and quality closely after the negotiation

Conclusion

Renegotiation is a central steering instrument for procurement that extends beyond the conclusion of a
contract. Its success depends less on negotiation pressure than on the fact base, a clear strategy and a
realistic assessment of the risks in the supply relationship. Those who think about cost reduction,
performance metrics and the relationship perspective together achieve viable outcomes rather than
sham successes. Binding documentation and continuous monitoring secure implementation. In this way,
renegotiation becomes a repeatable component of a professional procurement strategy rather than a
one-off exercise.

Frequently asked questions

What is renegotiation in procurement?
A renegotiation is the renewed negotiation of prices, terms or contract contents for an existing order or
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framework agreement. Typical topics include unit prices, payment terms, volumes and service
agreements. It differs from the initial negotiation in that a business relationship with a track record
already exists.

When is a renegotiation worthwhile?

It makes sense when market or cost conditions have changed, when volumes or specifications have
changed, in the event of demonstrable deviations from market benchmarks or fluctuations in supplier
performance. Regular price reviews under long-running framework agreements are also common. A
fact-based line of argumentation is always a prerequisite, rather than mere pressure.

Can a supplier simply impose a price increase?

No, existing contracts remain in force until both parties agree changes. Unilateral price increases are
only effective if the contract contains corresponding adjustment clauses, such as price escalation
clauses. If in doubt, the specific contractual situation should be reviewed legally.

How much saving is realistic in a renegotiation?

In practice, savings of around 2 to 10 per cent on negotiated items are commonly achieved, strongly
depending on market power, starting price level and volume significance. Where market prices have
risen sharply, fending off increases can also count as cost avoidance and be a key outcome. Blanket
promises should be treated with scepticism.

What are the risks of a tough renegotiation?

Suppliers may respond with quality compromises, longer lead times or altered prioritisation as a way of
recouping costs. This often shows up with a delay in delivery reliability and complaint rates. Performance
metrics should therefore be monitored closely after the negotiation, and critical items secured with

safety stock or contingency plans.

How do you prepare a renegotiation professionally?

The foundations are cost breakdowns, benchmark prices and an analysis of one's own position of
importance as well as supplier risk. On this basis, a target corridor, minimum outcome, concessions and
escalation routes are defined. Finally, written documentation of the outcome, for example as an
amendment, is part of every professional approach.
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