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[bookmark: _Toc222683773]Introduction 
[bookmark: _Toc222683774]Problem Definition
Procurement negotiations are important to organisations; they secure value while managing risk and ensuring continuity of critical services to their business. This report details a renewal proposal of an existing inspection, testing, and repair contract for instrumentation devices which is due to expire. The current supplier has proposed a new 5-year contract while substantially increasing fees by 50%. They are suggesting reducing the frequency of inspections and limiting guarantees to parts supplied by the supplier. The buyer in this case will have several concerns with the initial proposal; not only cost pressures but, this has the potential to also affect the organisation’s overall operational performance with regulatory compliance and safety performance being at risk. This new contract could increase the probability of undetected instrument failure. The buyer prefers a 1-year contract with the existing service terms to remain while offering negotiation on a fee increase. 
The position during negotiation can be shaped by the strength and credibility of the buyer’s best alternative (BATNA), any realistic alternatives should be considered if the agreement cannot be reached. This will help define the walk-away threshold (Sebenius, 2017).
[bookmark: _Toc222683775]Aim and Outline of Report
The aim of the report will be to evaluate how the buyer should prepare and carry out negotiations on a renewal contract for inspection, testing and repair of instrumentation devices, where the supplier is asking for a higher price while reducing service. Negotiations will justify priorities by managing organisation objectives with compliance risk. 
The following report outlines the context and negotiation issue; moving onto evaluation of the preparation activities; then prioritising objectives carefully; and analysing suitable negotiation tactics, while finally evaluating success measures. It is worth noting that the preferred scenario is to maintain a workable relationship between the two parties.
This type of negotiation can be considered as mixed-motive and relational. It has distributive areas, especially the proposed 50% increase, but also has areas of which both parties will share an interest, such as maintaining the safety compliance and continuity of service. There is a potential bottleneck sourcing scenario because of the constrained supplier market and suggested switching costs, strengthening supplier power. It is strategically important to maintain long-term cooperation due to the safety-critical nature of the relationship. A structured but balanced approach should be taken to negotiation due to the dual character requirement.


[bookmark: _Toc222683776]Q1: Preparation for Negotiation
It can be determined how successful negotiations will turn out to be well in advance of the initial meeting. The planning phase is the most critical and often shapes the outcomes more than negotiation tactics. This phase is where objectives are clearly defined, which helps reduce information gaps that can prevent unplanned concessions. The following section of the report will approach preparation carefully as the safety-critical contract has to consider risk to the organisation not just budget impact. Preparation will review market power and stakeholder alignment, while conducting a risk assessment and to establish BATNA parameters.
[bookmark: _Toc222683777]Market and Power Analysis
Supply market analysis is an important part of procurement negotiation, it is the systematic research and evaluation of external market conditions, industry trends, and supplier capabilities. This analysis guides the buyer on what purchasing strategies are suitable, how to mitigate risk while optimising value. The instrumentation services market is growing, which suggests supplier power is strengthening (Technavio, 2025). Although the market suggests an upwards trend, the supplier market pool for the specific machinery is likely narrow as providers will require ISO/IEC 17025 accreditation (International Organization for Standardization, 2017). The switching costs must be considered in this case which are re-qualification, documentation, data continuity and internal approvals. The buyer’s bargaining power can be weakened with limited alternative options. In bottleneck sourcing conditions, disruptive pressure tactics can weaken information flow and damage continuity. 
[bookmark: _Toc222683778]Risk and Contract 
One of the key areas to assess during the preparation and planning phase is contract criticality and risk to business. As this is an inspection and testing contract, it directly affects safety and compliance of the organisation’s instrumentation devices. Organisational risk would increase by reducing inspection frequency and narrowing guarantees. ISO 31000 states that by removing or weakening control measures, the likelihood of undetected faults or regulatory non-compliance can increase; the proposed contract must be evaluated with a risk-based lens strategy rather than focusing on cost alone (ISO, 2018; Baird, 2024). For critical instruments such as gas detection monitors, reduced inspection frequency will delay discovery of tolerance drift that can cause great safety risk that requires hazard guidance. Therefore, any fee increase must be scrutinised against the exposure to operational risk and assurance. 
[bookmark: _Toc222683779]Stakeholder Alignment
Stakeholder alignment is a critical step during negotiation preparation for safety-contracts, this is part of applying a risk-based approach before negotiating cost (ISO, 2018). Identifying functions (e.g., Engineering, Health & Safety, Finance), and what each can provide to procurement is key. This can be technical inputs, compliance concerns and budget thresholds. The buyer can conduct a stakeholder mapping exercise initially if unsure of who are the key stakeholders (see Appendix 1: Stakeholder mapping). This is a visual process that identifies what individuals would have an interest or influence potentially over the proposed contract (Newcome, 2003). Discussions with stakeholders at this phase determine what can be traded or escalated, and what must remain in the contract as non-negotiable. This preparation will reduce information asymmetry that will result in a more structured supplier meeting. A workplace example demonstrated that early stakeholder alignment, recognised conditional concessions that improved supplier engagement (Richards, 2026). 
[bookmark: _Toc222683780]BATNA, Reservation Position and ZOPA 
BATNA (Best Alternative to a Negotiated Agreement), can be quite advantageous to the buyer. This provides a realistic Plan B that can be pursued if negotiations fail, it is worth noting that BATNA should be leverage, and not a threat (Sebenius, 2017) . Alternatives that could be considered is trying to source a new accredited supplier, agree a short-term extension or review in-house cover. Each alternative must be analysed for feasibility and risk impact to the business. Internal information asymmetry can leave the buyer in an advantageous position, which is used to determine the walk-away threshold not a bargaining tool. The author’s workplace case study highlighted in this section of the report, provides a real-life example of how switching supplier wasn’t feasible so that meant leverage came from internal alignment, and small concessions rather than BATNA threats. 
Readying for negotiation, the buyer should have both their reservation position and an estimated ZOPA (Zone of Possible Agreement) clearly identified. The reservation position will be the maximum acceptable fee increase without undermining operations and internal budgets (Berlin, 2008). The buyer can assess whether an overlap may exist by estimating the reservation point of the supplier. This is assessed against market growth and accreditation barriers, so if no ZOPA is viable, the strategy should focus on value creation rather than price bargaining. This reflects a classic framework for negotiation planning where reservation value concludes the buyer’s walk-away limit.


[bookmark: _Toc222683781]Q2: Negotiation Objectives
While dealing with a safety-critical service, negotiations should be addressed cautiously; not all objectives carry equal weight. Prioritisation is to prevent concession drift or value depreciating. The buyer must understand what is non-negotiable and must be achieved (e.g. compliance aspects) against what would be desirable to achieve such as price caps or length of contract terms. A suitable ranking system for objectives means that stakeholders are aligned, unplanned concessions are minimised, and trades stay within the risk-based approach.
[bookmark: _Toc222683782]Non-Negotiables (Reservation Boundaries)
Non-negotiables protect safety and compliance, so cannot be traded. The buyer will go into discussion with the understanding that inspection frequency must remain the same for safety-critical instrumentation devices, which require traceable calibration certification (International Organization for Standardization, 2017). This ensures valid results, whereas if these controls are affected, faults or non-conformity will likely go undetected. The buyer will look for contractual assurances. Guarantees on appropriate parts, clear service level agreements and audit testing need to remain in contract, as restricting them only moves risk to the business and service reliability; therefore, these cannot be traded which is consistent with the UK governments, Model Service Contract (UK Government Cabinet Office, 2025). 
[bookmark: _Toc222683783]Value Drivers and Conditional Trade-offs
Like-to-achieve objectives are concerned with value and flexibility of services. The buyer will aim to reduce any price increase asking for a price cap and agreeing a price indexation during negotiation so cost variability can be managed appropriately (McKevitt, et al., 2023). However, the supplier should not be pushed so far that delivery can be at risk.  Shorter term contracts are preferable, so scheduled reviews allow evaluation of changing operational conditions. 
If the supplier can offer price control and a suitable service delivery (e.g. equipment audit schedule, contractual KPIs), then a long contract could be considered. A concession such as a one-off payment could be offered if the supplier agrees to a price cap. Terms should include regular touch points, so that performance, risk and value can be reviewed as conditions may change. 
Strategic judgement involves balancing long-term goals with short term realities, so in this case it is defending the non-negotiables while pressured, by avoiding increased risk by only trading options that do not impact safety or compliance. Conditional trades may be offered to align risk and performance but have the capability to be reversed at reviews. This allows flexibility with negotiating price caps, shorter terms with reviews, and KPI reporting.
[bookmark: _Toc222683784]
Q3: Negotiation Tactics and Strategic Leverage
During this negotiation, power asymmetry must be acknowledged in an unambiguous manner. Accreditation requirements strengthen supplier power; however, contracts continuity and reputation provide the buyer with power. Disruptive tactics may backfire when power is imbalanced; as a result, information sharing is reduced. Consequently, aggressive price competition may fail, so focus should be switched to an integrative approach with joint risk mitigation. The recognition of these power conditions will prevent misjudgement of tactics. The explains the clear distinction of distributive and integrative bargaining strategies (e.g. value-claiming vs value-creating) (Fisher, et al., 2011).
[bookmark: _Toc222683785]Process Control and Strategic Leverage
Early engagement with the supplier is beneficial during negotiations as it allows both parties to explore constraints and motivations. This will reveal capacity and scheduling constraints and the drivers behind price spikes. Inspection schedules can be aligned and KPI dashboards can be requested early. This reduces information asymmetry and anchors price discussions to service reality. The buyer should maintain an empathetic tone with the supplier to nurture a relationship at this stage; this will break down barriers and helps the cooperation required to share information before bargaining begins. 
Boundary-setting is essential to prevent scope creep, mitigate risk and secure the best value. At proposal review, any price increase that was not supported by scope changes or specification updates should be challenged by the buyer.
Power, time and information are three critical resources that every negotiation process requires. Effective negotiators are never forceful as they can manage the three resources to shape outcomes (Schaerer, et al., 2019). In context to the instrument services contract, the buyer should seek to slow the pace of negotiations to avoid pressure around deadlines.  From early stakeholder alignment during planning, the buyer can control the agenda and sequence topics of negotiation (e.g. service controls then, evidence and finally pricing).  Albeit enough information should be fed to the supplier, but concessions are to be held back until conditions are made. Process discipline is demonstrated through the regular performance reviews and governance checkpoints (UK Government Cabinet Office, 2023).
[bookmark: _Toc222683786]Conditional Concessions
Concessions are conditional, which brings parties closer to a mutual agreement rather than used to signal weakness or reduce the value of the buyer’s position. Only should ‘IF/THEN’ trades be played if they pair value aspects with compliance and safety-critical controls (e.g. a price cap with clear indexation and KPI definition). The pairing of concession tactics is used to avoid unilateral concessions: by linking price and term adjustment to measurable performance, it ensures service quality is looked after through contractual agreements (Lax & Sebenius, 1986). Concessions are used to secure the outcome of non-negotiables (e.g. inspection and calibration frequency). 
[bookmark: _Toc222683787]Tactical Risk
It is worth understanding that there are associated risks with collaborative tactics. If commercial pressure intensifies, suppliers can look to exploit cooperative behaviour, especially in highly constrained markets. The buyer should not over-rely on relational goodwill. As without a credible alternative, the buyer’s bargaining power can be weakened. Hence, why negotiation needs to be balanced with clear BATNA awareness to aid strategic discipline. This can reveal the tension between value protection and relationship preservation in ambivalent negotiations.  As supported by Lax and Sebenius (1986), negotiators are there to manage tension between claiming value and creating value.
To ensure disciplined negotiations, the buyer will acknowledge typical deceptive tactics such as anchoring, insincere deadlines and common pressure. They should try to re-anchor the initial proposal to risk, evidence and contractual performance metrics (e.g. KPI reviews). It is important that the internal team documents everything, especially if you suspect deceptive tactics from the other party. To avoid off-scope items turning into concessions, the team should use agenda control and a written decision logbook. 



[bookmark: _Toc222683788]Q4: Evaluating Negotiation Outcomes and Performance
Success can only be deemed true success if it is measured against the objectives set in the report. Evidence such as inspection frequency and contractual assurances being secured will support the success of the non-negotiables. Whereas items that are liked-to-achieve should be considered a success through the conditional delivery of matters, such as price caps, shorter contracts terms with clearer review and reporting points that do not affect risk. Performance will be measured through agreed KPIs (e.g. on time inspection % or audit pass rates). These metrics will be subject to quarterly reviews with accessible dashboards. They will minimise the risk or value deviating. UK general practice on KPI driven contract models supports this approach as it aligns measurement with risk-based governance (UK Government Cabinet Office, 2025). 
However, success should also be evaluated against relational criteria. This can be outcomes such as trust, and information transparency which are both equally important for repeat negotiation. Future bargaining power can be affected if commercially acceptable agreement damages relational capital. Thus, success is to be assessed across operational, relational and financial aspects. 
[bookmark: _Toc222683789]Commercial and service 
The following evidence can support the success of commercial and service outcomes:
I. Pricing - adherence to an agreed price cap with transparent indexation
II. Service continuity – no inspections missed for safety-critical instrumentation
III. Performance guarantees – defined KPIs and dashboard reporting
[bookmark: _Toc222683790]Risk and flexibility
Risk and flexibility are supported by correct planning of clear exit points, so the buyer could disengage with supplier without affecting safety or continuity, these include break clauses or orderly exit plans. A scheduled review routine can re-test price, risk and performance so that if objectives are missed, concessions can be reversed. A governed change-control process will allow minor adjustments to made to services or KPIs as conditions develop, this minimises risk increase while keeping things auditable (UK Government Cabinet Office, 2025).
[bookmark: _Toc222683791]Relationship and implementation
Trust between both parties will succeed if communication is clear and predictable, data is shared openly, and the suggested performance and audit framework is followed.  This ensures cooperation improves instead of replacing enforceable controls. Supplier behaviour is critical to post negotiation success and how aligned they are to contractual terms. KPI dashboards stay transparent, appropriate incident reporting, and adherence to escalation processes. Delivery can be structured through a RACI chart and joint control quarterly reviews with continuous improvement actions (See Appendix 2: RACI Chart).
[bookmark: _Toc222683792]Post negotiation review
Lessons learnt will be captured during post-negotiation review. This is a good opportunity to gauge what has worked well and what needs to change, performance can be tested during this phase against agreed minimum levels (MILs) that were in the contract to be reported through the KPI dashboards. 


[bookmark: _Toc222683793]Summary of Recommendations
[bookmark: _Toc222683794]Strategic summary
Success will depend on detailed preparation and clear intent. Ideally the buyer should enter the negotiations with an information pack. This preparation should include analysis on current markets, a list of non-negotiables and flexible objectives, considered BATNA, and a clear governance plan (e.g. agenda control, decision log, define KPIs). Every discussion is anchored to risk-focused objectives. For example, safety and compliance controls such as inspection frequency are non-negotiable, whereas value levers such as price caps can be considered conditional trades. 
[bookmark: _Toc222683795]Tactical Recommendations
A hybrid style should be implemented and balanced between a collaborative and competitive nature. Initiate negotiations by understanding constraints and cost drivers with the supplier, but ensure proposals are re-anchored to risk, data, and the contractual performance framework such as KPI reviews to ensure negotiations do not drift. Controlled, conditional concessions are allowed such as, pairing price caps with clear indexation and measurable service requirements (e.g. max response time). Trades should be made time-bound so that they can be reviewed at the scheduled touch points. By keeping a costed, realistic alternative such as a short-term extension or in-house cover, this allows the buyer to maintain strong BATNA awareness. This sets walk-away limits, but it should be utilised to guide judgment not threaten. 
[bookmark: _Toc222683796]Professional reflection
Negotiation is not a single event, more often it needs to consider as ongoing organisational capability. Updates should be fed into training and manuals from the short post-implementation reviews that intend to capture positive outcomes such as strong defence of non-negotiables or disciple if/then trades. By using a PDCA loop, it embeds this learning into governance and measures against KPIs which can carry improvements into the next planning phase. By using a structured review, risk-based decisions are maintained, and performance aligns with UK guidance on PDCA management and KPI-driven governance.
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