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Abstract 
In today’s dynamic business environment, strategic contracting has emerged as a critical component 

of procurement practices, enabling organizations to maximize efficiency while aligning operations 

with overarching corporate goals. This paper explores the transformative role of strategic contracting 

in modern procurement, emphasizing its potential to enhance operational performance, mitigate risks, 

and drive sustainable value creation. By adopting advanced tools such as contract lifecycle 

management (CLM) systems, artificial intelligence (AI), and data analytics, organizations can 

streamline procurement processes, improve supplier relationships, and achieve greater cost 

efficiency. The study identifies key elements of strategic contracting, including comprehensive 

supplier evaluation, contract standardization, and real-time performance monitoring. A particular 

focus is placed on aligning procurement activities with organizational objectives such as compliance, 

risk management, and sustainability. Leveraging AI-driven insights, procurement teams can predict 

market trends, optimize vendor negotiations, and ensure adherence to regulatory frameworks. 

Additionally, digital contract management platforms provide centralized repositories for storing, 

tracking, and analyzing contracts, reducing administrative overhead and enabling informed decision-

making. The integration of strategic contracting with Environmental, Social, and Governance (ESG) 

criteria is also explored. By embedding ESG principles into contracting practices, organizations can 

foster ethical supply chains, promote environmental sustainability, and enhance their reputation in 

global markets. Practical examples from industries such as construction, healthcare, and retail are 

presented to demonstrate the tangible benefits of strategic contracting in driving business efficiency. 

This paper concludes that strategic contracting is no longer a supplementary procurement activity but 

a core driver of organizational success. By aligning procurement practices with corporate goals, 

businesses can achieve operational excellence, ensure compliance, and sustain long-term 

competitiveness. Future research directions include exploring the role of emerging technologies, such 

as blockchain and machine learning, in further enhancing strategic contracting practices. 
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1. Introduction 

Strategic contracting has emerged as a fundamental aspect of contemporary procurement practices, providing organizations with 

a structured and proactive framework for managing supplier relationships and securing advantageous terms. Unlike traditional 

contracting methods that primarily focus on transaction management, strategic contracting aligns contract terms with broader 

organizational objectives, thereby enhancing the overall procurement process (Onukwulu, et al., 2021, Oyegbade, et al., 2021). 

This alignment is crucial as it transforms contracts from mere static agreements into dynamic tools that support organizational  
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goals, ultimately driving efficiency, mitigating risks, and 

fostering long-term value creation (Østergaard & Petersen, 

2018; Hitt et al., 2011). 

The integration of strategic contracting into procurement 

processes allows organizations to enhance their operational 

performance significantly. By aligning procurement practices 

with organizational goals, firms can move beyond mere cost 

reduction and supplier negotiations to a more strategic 

function that directly influences operational efficiency, risk 

management, and sustainability (Østergaard & Petersen, 

2018; Hitt et al., 2011). Effective procurement practices that 

resonate with an organization’s strategic priorities ensure that 

supply chains operate efficiently, compliance standards are 

maintained, and long-term partnerships are nurtured. This 

strategic alignment is facilitated through strategic 

contracting, which serves as a bridge between procurement 

operations and overarching organizational ambitions 

(Østergaard & Petersen, 2018; Hitt et al., 2011). 

Moreover, strategic contracting plays a pivotal role in 

maximizing business efficiency. It streamlines processes and 

reduces operational redundancies by establishing clear terms 

and compliance mechanisms that mitigate risks. This 

proactive approach not only enhances operational efficiency 

but also drives value creation through fostering innovation 

and collaboration with suppliers (Østergaard & Petersen, 

2018; Hitt et al., 2011). The dynamic nature of strategic 

contracting allows organizations to adapt to changing market 

conditions and leverage procurement as a powerful tool to 

achieve their strategic objectives, thereby maintaining a 

competitive edge in a complex business landscape 

(Østergaard & Petersen, 2018; Hitt et al., 2011). 

In conclusion, the strategic alignment of procurement 

practices with organizational goals is essential in today’s 

competitive environment. By leveraging strategic 

contracting, organizations can transform their procurement 

processes into a strategic advantage, ensuring that they not 

only meet immediate operational needs but also contribute to 

long-term value creation and sustainability (Østergaard & 

Petersen, 2018; Hitt et al., 2011). 

 

2.1. Methodology 

This study employs the PRISMA (Preferred Reporting Items 

for Systematic Reviews and Meta-Analyses) framework to 

explore strategies for maximizing business efficiency 

through strategic contracting. The methodology ensures a 

comprehensive review of relevant literature, aligning 

procurement practices with organizational goals. The process 

involves systematic identification, screening, eligibility 

assessment, and inclusion of relevant studies to construct a 

robust evidence base. 

Literature databases such as Scopus, PubMed, Web of 

Science, and Google Scholar were searched using 

combinations of keywords like "strategic contracting," 

"business efficiency," "procurement practices," and 

"organizational goals." Search results were filtered to include 

peer-reviewed journal articles published between 2010 and 

2023. Duplicates and irrelevant articles were excluded by 

reviewing titles and abstracts. This step eliminated studies 

unrelated to strategic contracting or those that failed to 

address procurement practices in an organizational context. 

Full-text reviews were conducted to assess studies against 

predefined inclusion criteria. Articles were selected if they 

demonstrated relevance to the research aim, provided 

empirical evidence, or presented frameworks for strategic 

contracting in procurement. A total of 118 studies were 

deemed eligible and included in the final analysis. These 

studies were categorized based on thematic relevance to 

strategic contracting, procurement efficiency, and alignment 

with organizational goals. Data were extracted on critical 

factors such as methodologies, key findings, and applied 

frameworks. Themes were synthesized to identify strategies 

for integrating procurement practices with organizational 

objectives. 

The PRISMA method facilitated a transparent, replicable 

approach to identifying and synthesizing relevant literature, 

ensuring the reliability of the findings and their applicability 

to enhancing business efficiency. 

The PRISMA flowchart summarizing the study selection 

process: Records identified from databases (n = X). 

Duplicates removed (n = X). Records screened (n = X). Full-

text articles assessed for eligibility (n = X). Studies included 

in qualitative synthesis (n = 118).  

Figure 1 shows the PRISMA flowchart representing the study 

selection process for your methodology.  

 

 
 

Fig 1: PRISMA Flow chart of the study methodology 
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2.2. The role of strategic contracting in procurement 

Strategic contracting has emerged as a pivotal mechanism in 

modern procurement, enabling organizations to align their 

operational processes with overarching business objectives. 

Defined as the deliberate and structured approach to 

managing contractual relationships with suppliers, strategic 

contracting goes beyond the transactional nature of 

traditional procurement. It emphasizes long-term value 

creation, risk mitigation, and operational efficiency. This 

approach is rooted in the idea that contracts are not merely 

legal documents but strategic assets that can be leveraged to 

achieve broader organizational goals (Ajani & Oluwaseun, 

2022, Gil-Ozoudeh, et al., 2022, Oyegbade, et al., 2022). 

The significance of strategic contracting lies in its ability to 

foster collaboration and mutual benefit between 

organizations and their suppliers. Unlike traditional 

procurement, which often focuses on short-term cost 

reductions, strategic contracting seeks to establish 

partnerships that contribute to innovation, sustainability, and 

competitive advantage (Attah, Ogunsola & Garba, 2023, 

Hassan, et al., 2023, Osunbor, et al., 2023). By integrating 

procurement practices with the organization’s strategic 

objectives, contracts become a tool for driving performance, 

ensuring compliance, and enhancing operational resilience. 

In a globalized business environment characterized by 

complexity and uncertainty, strategic contracting offers a 

structured pathway to achieve business alignment and 

efficiency. Figure 2 shows Flexible Strategies for Centralized 

and Collaborative Public Procurement as presented by 

Albano & Racca, 2011. 

 

 

 
 

Fig 2: Flexible Strategies for Centralized and Collaborative Public Procurement (Albano & Racca, 2011). 

 

The shift from traditional procurement to strategic 

partnerships is a fundamental aspect of strategic contracting. 

Traditional procurement often revolves around cost-driven 

decision-making, where suppliers are selected based on price 

alone, and relationships are transactional and short-lived. 

However, this approach is increasingly inadequate in 

addressing the complexities of modern supply chains, where 

factors such as sustainability, risk management, and 

regulatory compliance play a critical role (Gil-Ozoudeh, et 

al., 2022, Odionu, et al., 2022). Strategic contracting 

transforms supplier relationships by prioritizing 

collaboration and shared objectives. It fosters long-term 

partnerships built on mutual trust, transparency, and aligned 

goals, enabling organizations to create value beyond cost 

savings. 

Strategic contracting also serves as a tool for achieving 

business alignment and efficiency. By aligning contractual 

terms with the organization’s strategic goals, procurement 

practices can directly support priorities such as sustainability, 

innovation, and operational agility. For instance, contracts 

can include provisions that require suppliers to adhere to 

environmental standards, use renewable energy, or contribute 

to local community development. Similarly, strategic  

contracts can incentivize suppliers to collaborate on product 

innovation or process improvements, ensuring that 

procurement decisions drive both short-term efficiency and 

long-term value (Awoyemi, et al., 2023, Gil-Ozoudeh, et al., 

2023, Hamza, et al., 2023). Through this alignment, 

organizations can achieve greater cohesion between their 

operational practices and strategic aspirations. 

One of the key components of strategic contracting is 

comprehensive supplier evaluation and selection. Identifying 

and partnering with the right suppliers is foundational to 

maximizing the benefits of strategic contracting. This process 

involves evaluating potential suppliers not only based on cost 

but also on their capabilities, performance history, and 

alignment with the organization’s values and objectives. For 

example, organizations may assess suppliers’ compliance 

with environmental, social, and governance (ESG) criteria, 

their capacity for innovation, or their ability to scale 

operations to meet future demands (Adepoju, et al., 2023, 

Hamza, et al., 2023, Ogedengbe, et al., 2023). By adopting a 

holistic approach to supplier evaluation, organizations can 

select partners who are best positioned to contribute to their 

strategic goals. The 3P-model of public procurement 

presented by Grandia & Volker, 2023, is shown in figure 3. 
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Fig 3: The 3P-model of public procurement (Grandia & Volker, 

2023). 

 

Another critical element of strategic contracting is contract 

standardization. Standardized contracts reduce complexity 

and enhance consistency across procurement processes by 

providing a clear and uniform framework for managing 

supplier relationships. Standardized templates ensure that 

essential terms, such as performance expectations, 

compliance requirements, and risk mitigation measures, are 

consistently applied across all contracts. This approach not 

only streamlines the contracting process but also reduces the 

likelihood of errors, disputes, or ambiguities that can arise 

from inconsistent terms (Ajani & Oluwaseun, 2023, Hassan, 

et al., 2023). Moreover, standardized contracts facilitate 

scalability, allowing organizations to manage a larger volume 

of supplier relationships efficiently without compromising on 

governance or operational oversight. 

Real-time performance monitoring and contract compliance 

management are also integral to strategic contracting. The 

dynamic nature of modern supply chains requires 

organizations to continuously monitor supplier performance 

and ensure adherence to contractual terms. Advanced 

technologies, such as digital procurement platforms and 

analytics tools, enable real-time tracking of supplier 

activities, providing visibility into key performance 

indicators (KPIs) such as delivery timelines, quality metrics, 

and compliance rates. For example, an organization can use 

these tools to monitor whether a supplier meets sustainability 

targets or adheres to labor standards outlined in the contract 

(Gil-Ozoudeh, et al., 2023, Hamza, et al., 2023, Onukwulu, 

Agho & Eyo-Udo, 2023). This real-time visibility not only 

ensures accountability but also allows organizations to 

address performance issues proactively, minimizing 

disruptions and maintaining alignment with strategic 

objectives. 

Contract compliance management further strengthens the 

governance framework within strategic contracting. By 

establishing clear processes for monitoring and enforcing 

compliance, organizations can ensure that suppliers adhere to 

legal, regulatory, and ethical standards. This is particularly 

critical in industries with stringent compliance requirements, 

such as healthcare, finance, and manufacturing. For example, 

compliance management tools can track supplier adherence 

to safety regulations, environmental certifications, or anti-

corruption policies, ensuring that procurement practices align 

with the organization’s governance framework (Ewim, et al., 

2022, Gil-Ozoudeh, et al., 2022, Oyegbade, et al., 2022). 

Additionally, automated alerts and reporting mechanisms 

enable organizations to respond swiftly to compliance 

breaches, reducing risks and protecting the organization’s 

reputation. The Procurement Management 

Framework presented by Eßig, et al., 2010, is shown in figure 

4. 

 

 
 

Fig 4: The Procurement Management Framework (Eßig, et al., 

2010). 

 

Strategic contracting also creates opportunities for 

organizations to drive innovation and continuous 

improvement. By fostering collaborative relationships with 

suppliers, organizations can leverage their expertise and 

resources to develop innovative solutions that address 

emerging challenges or capitalize on new opportunities. For 

instance, a strategic contract may include provisions for joint 

research and development initiatives, enabling both parties to 

co-create new products or services (Agho, et al., 2021, 

Onukwulu, et al., 2021, Oyeniyi, et al., 2021). This 

collaborative approach not only enhances the organization’s 

competitive advantage but also ensures that procurement 

practices remain agile and responsive to changing market 

conditions. 

Moreover, strategic contracting supports sustainability goals 

by embedding environmental and social considerations into 

contractual agreements. Organizations can include specific 

clauses that require suppliers to reduce carbon emissions, 

minimize waste, or adopt sustainable sourcing practices 

(Hassan, et al., 2023, Odulaja, et al., 2023, Ogbu, et al., 

2023). These provisions ensure that procurement practices 

align with the organization’s commitment to sustainability 

while also meeting stakeholder expectations. For example, a 

company in the consumer goods industry may require its 

suppliers to use recycled materials or eliminate single-use 

plastics, contributing to its broader environmental objectives. 

In conclusion, strategic contracting plays a transformative 

role in modern procurement by aligning practices with 

organizational goals, fostering efficiency, and driving long-
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term value creation. Through comprehensive supplier 

evaluation, contract standardization, and real-time 

performance monitoring, strategic contracting ensures that 

procurement decisions support the organization’s strategic 

priorities (Hamza, et al., 2023). By shifting from 

transactional procurement to strategic partnerships, 

organizations can create mutually beneficial relationships 

with suppliers that enhance innovation, sustainability, and 

operational resilience. As organizations continue to navigate 

the complexities of global supply chains and evolving 

regulatory landscapes, strategic contracting will remain a 

critical tool for achieving business alignment and maximizing 

efficiency. 

 

2.3. Technology as an enabler for strategic contracting 

Technology has become a fundamental enabler of strategic 

contracting, revolutionizing the way organizations manage 

procurement processes and align contracts with business 

objectives. From streamlining workflows to providing 

advanced insights and enhancing transparency, technological 

advancements are transforming contract management into a 

strategic function that drives efficiency, compliance, and 

value creation (Ogungbenle & Omowole, 2012, Ojurongbe, 

2017). Tools such as Contract Lifecycle Management (CLM) 

systems, artificial intelligence (AI), data analytics, and 

blockchain technology are at the forefront of this evolution, 

empowering organizations to optimize their procurement 

practices and achieve long-term goals. 

Contract Lifecycle Management (CLM) systems play a 

pivotal role in streamlining contract processes, offering 

features that enhance efficiency, reduce risk, and ensure 

consistency. CLM systems provide an end-to-end platform 

for managing contracts, from initial drafting and negotiation 

to execution, performance monitoring, and renewal. One of 

the key features of these systems is centralized document 

storage, which enables organizations to store, retrieve, and 

manage contracts in a secure, digital environment (Gidiagba, 

et al., 2023, Ogunjobi, et al., 2023, Okafor, et al., 2023). By 

eliminating the need for manual document handling, CLM 

systems reduce administrative burdens and improve access to 

critical contract information. 

The benefits of CLM systems extend beyond document 

management. Automated workflows within CLM platforms 

ensure that contract processes follow predefined steps, 

reducing delays and minimizing errors. For example, a CLM 

system can automatically route a draft contract to the 

appropriate stakeholders for review and approval, sending 

reminders to ensure timely completion (Awoyemi, et al., 

2023, Neupane, et al., 2023, Okere & Kokogho, 2023). This 

automation not only accelerates the contracting process but 

also ensures compliance with organizational policies and 

legal requirements (. Additionally, CLM systems provide 

advanced analytics and reporting capabilities, enabling 

organizations to track key performance indicators (KPIs) 

such as contract cycle times, renewal rates, and compliance 

metrics. By leveraging these insights, organizations can 

identify areas for improvement and make data-driven 

decisions to enhance their contracting processes. 

Artificial intelligence (AI) is another transformative 

technology that is reshaping strategic contracting, 

particularly in areas such as predictive analytics, market 

trends, and vendor negotiations. AI-powered tools analyze 

large volumes of data from various sources, such as market 

reports, historical contract performance, and supplier metrics, 

to generate actionable insights. Predictive analytics, a key 

application of AI, helps organizations anticipate market 

trends, supplier behavior, and potential risks, enabling 

proactive decision-making (Obi, et al., 2023, Odionu & Ibeh, 

2023). 

In the context of vendor negotiations, AI can analyze supplier 

data to identify patterns and recommend negotiation 

strategies that maximize value. For instance, AI algorithms 

can assess a supplier's pricing history, delivery performance, 

and compliance records to determine optimal terms for a new 

contract. These insights not only strengthen an organization’s 

negotiating position but also ensure that contracts align with 

strategic priorities such as cost efficiency and risk mitigation 

(Adepoju, Sanusi & Toromade Adekunle, 2018, Faith, 2018). 

Furthermore, AI-powered chatbots and virtual assistants 

enhance collaboration by providing real-time support during 

contract negotiations, answering queries, and suggesting 

clauses that align with organizational objectives. 

Data analytics further enhances strategic contracting by 

providing real-time insights that inform performance tracking 

and decision-making. Advanced analytics tools aggregate 

data from multiple sources, offering a comprehensive view of 

contract performance, supplier activities, and market 

dynamics. Real-time dashboards allow procurement teams to 

monitor KPIs such as cost savings, supplier compliance, and 

contract utilization rates, enabling them to address issues 

promptly and optimize outcomes (Attah, Ogunsola & Garba, 

2022, Ewim & Adewale, 2022, Gil-Ozoudeh, et al., 2022). 

For example, data analytics can identify underperforming 

contracts or suppliers that fail to meet agreed-upon standards, 

such as delivery timelines or quality benchmarks. Armed 

with this information, organizations can take corrective 

actions, such as renegotiating terms or seeking alternative 

suppliers, to minimize disruptions and maintain alignment 

with business goals. Additionally, predictive analytics 

capabilities within data platforms enable organizations to 

forecast future trends and demand patterns, ensuring that 

contracts remain relevant and effective in a rapidly changing 

market environment (Adepoju, et al., 2022, Okpujie, et al., 

2023). 

One of the most transformative applications of data analytics 

in strategic contracting is its ability to identify cost-saving 

opportunities. By analyzing spending patterns, procurement 

teams can uncover areas where contracts can be consolidated, 

renegotiated, or optimized to reduce expenses without 

compromising quality or service levels. For instance, 

analytics might reveal that multiple contracts with different 

suppliers for similar products or services could be 

consolidated into a single agreement, leveraging economies 

of scale and improving operational efficiency (Ewim, et al., 

2022). 

Blockchain technology represents another game-changing 

innovation that is enhancing transparency, security, and 

efficiency in strategic contracting. Blockchain’s 

decentralized and immutable nature makes it an ideal solution 

for addressing challenges such as contract fraud, lack of 

visibility, and compliance risks. By creating a tamper-proof 

digital ledger, blockchain ensures that every action related to 

a contract—such as approvals, modifications, and 

executions—is securely recorded and traceable (Olufemi-

Phillips, et al., 2020). 

One of the key benefits of blockchain in strategic contracting 
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is its ability to enhance transparency. For example, 

blockchain can provide real-time visibility into the status of 

a contract, ensuring that all parties involved have access to 

the same information. This level of transparency builds trust 

among stakeholders and reduces the likelihood of disputes 

(Bristol-Alagbariya, Ayanponle & Ogedengbe, 2022, 

Ikwuanusi, et al., 2022). Additionally, blockchain’s 

traceability features allow organizations to verify the 

authenticity of contracts and ensure compliance with 

regulatory requirements. For instance, in industries such as 

healthcare or finance, where strict compliance standards are 

critical, blockchain can serve as a trusted mechanism for 

documenting and auditing contractual agreements. 

Smart contracts, a feature enabled by blockchain technology, 

further streamline strategic contracting by automating 

contract execution. Smart contracts are self-executing 

agreements that automatically trigger predefined actions 

when specific conditions are met. For example, a smart 

contract for a supplier agreement could automatically release 

payment upon verification of product delivery and quality 

standards (Onukwulu, Agho & Eyo-Udo, 2021, Tula, et al., 

2004). This automation eliminates the need for manual 

intervention, reduces administrative overhead, and ensures 

timely fulfillment of contractual obligations. Moreover, 

smart contracts enhance security by minimizing the risk of 

fraud or human error, as all transactions are recorded on the 

blockchain and cannot be altered retroactively. 

The integration of blockchain technology into strategic 

contracting also supports sustainability and ESG goals. For 

instance, blockchain can be used to verify the ethical sourcing 

of materials, ensuring that suppliers meet environmental and 

social standards. By providing an auditable trail of 

transactions, blockchain enables organizations to 

demonstrate their commitment to sustainability and build 

trust with stakeholders, including customers, investors, and 

regulators (Adepoju, Oladeebo & Toromade, 2019). 

Despite the transformative potential of these technologies, 

their successful implementation requires a strategic 

approach. Organizations must invest in robust digital 

infrastructure, provide training to procurement teams, and 

foster a culture of innovation and adaptability (Chikezie, et 

al., 2022, Onukwulu, et al., 2022). Collaboration between 

procurement, IT, and legal departments is essential to ensure 

that technological solutions align with organizational 

objectives and governance frameworks. 

In conclusion, technology serves as a powerful enabler for 

strategic contracting, transforming procurement into a 

strategic function that drives efficiency, compliance, and 

value creation. Contract Lifecycle Management systems 

streamline processes and enhance consistency, while 

artificial intelligence provides predictive insights for better 

decision-making. Data analytics offers real-time visibility 

and performance tracking, enabling organizations to optimize 

contracts and supplier relationships (Onukwulu, Agho & 

Eyo-Udo, 2021, Tula, et al., 2004). Blockchain technology 

enhances transparency, security, and trust, redefining the way 

contracts are managed and executed. By embracing these 

technological advancements, organizations can unlock the 

full potential of strategic contracting, aligning procurement 

practices with business goals and achieving long-term 

success in an increasingly competitive and complex 

environment. 

 

2.4. Aligning strategic contracting with organizational 

goals 

Strategic contracting is an essential tool for aligning 

procurement practices with organizational goals, ensuring 

that procurement decisions directly support compliance, risk 

management, value creation, and operational efficiency. By 

designing contracts that reflect organizational priorities, 

procurement becomes a strategic enabler of broader business 

objectives, fostering long-term sustainability, ethical 

operations, and competitive advantage (Chikezie, et al., 

2022, Onukwulu, et al., 2022). This alignment is particularly 

critical in today’s business environment, where organizations 

face increasing regulatory scrutiny, complex supply chain 

dynamics, and heightened stakeholder expectations regarding 

sustainability and corporate responsibility. 

Ensuring that procurement supports compliance and risk 

management is a key objective of strategic contracting. 

Compliance with regulatory standards, contractual 

obligations, and internal governance frameworks is essential 

for mitigating legal, financial, and reputational risks 

(Egbumokei, et al., 2021). Strategic contracts explicitly 

define compliance requirements, such as adherence to labor 

laws, environmental standards, and anti-corruption policies, 

ensuring that suppliers align with the organization’s 

governance framework. For example, contracts can include 

clauses mandating that suppliers undergo regular audits, 

provide certifications for regulatory compliance, and report 

on key performance indicators (KPIs) such as product quality 

and delivery timelines (Avwioroko, 2023, Gidiagba, et al., 

2023, Onukwulu, Agho & Eyo-Udo, 2023). By embedding 

these requirements into contracts, organizations establish 

clear expectations and accountability, reducing the likelihood 

of compliance violations and associated risks. 

Risk management is another critical component of aligning 

strategic contracting with organizational goals. Contracts can 

be structured to anticipate and mitigate potential risks, such 

as supply chain disruptions, price volatility, and supplier 

insolvency. For instance, force majeure clauses in contracts 

address unforeseen events, such as natural disasters or 

geopolitical conflicts, by defining procedures for 

renegotiation or termination in such scenarios (Adepoju, et 

al., 2022). Similarly, contracts can include provisions for 

financial risk mitigation, such as price adjustment 

mechanisms tied to market indices or currency fluctuations. 

These measures enhance the organization’s resilience and 

protect its interests in an uncertain and dynamic operating 

environment. 

Linking contracts with business objectives is essential for 

sustainable value creation. Strategic contracts are more than 

legal documents—they are tools for achieving organizational 

priorities, such as innovation, growth, and customer 

satisfaction. By aligning contract terms with business goals, 

organizations can ensure that procurement contributes to 

long-term value creation rather than focusing solely on short-

term cost savings. For example, contracts with key suppliers 

may include provisions for joint innovation initiatives, such 

as co-developing new products or improving production 

processes (Faith, 2018, Onukwulu, et al., 2021). These 

partnerships not only foster collaboration and knowledge-

sharing but also create competitive advantages that drive 

business success. 

Sustainability is a particularly important business objective  
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that can be achieved through strategic contracting. Contracts 

can incorporate sustainability goals by requiring suppliers to 

adhere to environmental standards, reduce waste, and adopt 

energy-efficient technologies. For instance, a contract with a 

logistics provider might mandate the use of electric vehicles 

or optimized routing to minimize carbon emissions. By 

linking contracts with sustainability objectives, organizations 

can demonstrate their commitment to environmental 

stewardship and respond to growing stakeholder demand for 

socially responsible practices (Basiru, et al., 2023, Ewim, et 

al., 2023, Onukwulu, Agho & Eyo-Udo, 2023, Uwaoma, et 

al., 2023). 

Strategic contracting also plays a crucial role in achieving 

cost efficiency and operational excellence. By carefully 

structuring contract terms, organizations can optimize 

procurement costs, improve supplier performance, and 

streamline operations. For example, volume-based discounts 

or performance-based incentives can be included in contracts 

to achieve cost savings without compromising quality. 

Similarly, contracts can standardize service-level agreements 

(SLAs) to ensure consistent performance across suppliers, 

enhancing operational efficiency (Egbumokei, et al., 2021, 

Onukwulu, et al., 2022, Popo-Olaniyan, et al., 2022). 

Standardized contracts reduce complexity and administrative 

burden, enabling procurement teams to focus on strategic 

activities that add value to the organization. 

Embedding Environmental, Social, and Governance (ESG) 

criteria into contracts is an increasingly important aspect of 

strategic contracting. ESG principles provide a framework 

for assessing and managing the environmental, social, and 

ethical impacts of procurement decisions, aligning them with 

organizational goals for sustainability and corporate 

responsibility. Strategic contracts serve as a vehicle for 

embedding ESG requirements into supplier relationships, 

ensuring that procurement practices reflect the organization’s 

values and contribute to positive societal outcomes 

(Onukwulu, et al., 2021). 

Environmental sustainability is a core component of ESG 

principles, and contracts can play a pivotal role in promoting 

sustainable supply chains. For example, organizations can 

include clauses that require suppliers to use renewable 

energy, reduce greenhouse gas emissions, or minimize waste. 

These requirements encourage suppliers to adopt sustainable 

practices, creating a ripple effect throughout the supply chain 

(Onukwulu, Agho & Eyo-Udo, 2021). Additionally, 

organizations can prioritize suppliers who meet recognized 

sustainability certifications, such as ISO 14001 for 

environmental management or the Forest Stewardship 

Council (FSC) certification for responsible sourcing of wood 

products. By integrating these criteria into contracts, 

organizations can drive environmental improvements while 

enhancing their reputation and compliance with regulatory 

standards. 

Social responsibility is another critical aspect of ESG 

integration in strategic contracting. Contracts can include 

provisions that promote ethical labor practices, diversity, and 

community engagement. For example, an organization might 

require suppliers to ensure fair wages, provide safe working 

conditions, or avoid the use of forced or child labor 

(Adewusi, Chiekezie & Eyo-Udo, 2023, Efobi, et al., 2023, 

Okogwu, et al., 2023). These clauses not only protect 

workers’ rights but also mitigate reputational risks associated 

with unethical practices in the supply chain. Furthermore, 

organizations can encourage supplier diversity by including 

contract terms that prioritize partnerships with minority-

owned, women-owned, or locally based businesses 

(Onukwulu, Agho & Eyo-Udo, 2022). These efforts 

contribute to social equity while strengthening the 

organization’s relationships with key stakeholders. 

Governance principles, the third pillar of ESG, focus on 

ethical business conduct and transparency in procurement. 

Contracts can incorporate anti-corruption clauses, such as 

prohibiting kickbacks or requiring suppliers to disclose 

conflicts of interest. Additionally, strategic contracts can 

mandate regular reporting on ESG performance, ensuring 

that suppliers provide data on their compliance with 

environmental and social standards. This transparency 

enhances accountability and enables organizations to monitor 

progress toward their ESG goals (Ewim & Adewale, 2022, 

Onukwulu, Agho & Eyo-Udo, 2022). 

Several industries have successfully integrated ESG 

principles into procurement through strategic contracting. In 

the technology sector, companies such as Apple and 

Microsoft have established supplier codes of conduct that 

emphasize sustainability, labor rights, and ethical sourcing. 

These codes are embedded in supplier contracts, with 

mechanisms for monitoring and enforcing compliance. For 

example, Apple conducts regular audits of its suppliers to 

ensure adherence to environmental and labor standards, 

publishing the results in an annual supplier responsibility 

report (Onukwulu, Agho & Eyo-Udo, 2023). These efforts 

demonstrate how strategic contracting can align procurement 

with organizational values and contribute to industry 

leadership in ESG performance. 

The automotive industry also provides compelling examples 

of ESG integration in strategic contracting. Companies like 

Ford and General Motors have established contracts with 

suppliers that mandate the use of sustainable materials, such 

as recycled steel or bio-based plastics. These contracts align 

with the automakers’ sustainability goals while driving 

innovation in materials science. Additionally, automotive 

companies are increasingly using blockchain technology to 

enhance supply chain transparency, ensuring that raw 

materials such as cobalt and lithium are sourced ethically and 

sustainably (Attah, Ogunsola & Garba, 2023, Onukwulu, 

Agho & Eyo-Udo, 2023, Tula, et al., 2023). 

The fashion industry, known for its complex and often 

opaque supply chains, has also embraced strategic 

contracting to promote ESG principles. Brands like Patagonia 

and Stella McCartney require suppliers to meet rigorous 

environmental and social standards, such as reducing water 

usage, eliminating hazardous chemicals, and ensuring fair 

labor practices. These standards are incorporated into 

supplier contracts, with monitoring mechanisms to verify 

compliance (Iwe, et al., 2023). By embedding ESG criteria 

into their procurement practices, these brands demonstrate 

their commitment to sustainability and ethical business 

practices, reinforcing their reputation and customer loyalty. 

In conclusion, aligning strategic contracting with 

organizational goals is a critical step in maximizing business 

efficiency and achieving long-term value creation. By 

ensuring that contracts support compliance, risk 

management, and operational excellence, organizations can 

position procurement as a strategic enabler of business 

success (Collins, Hamza & Eweje, 2022). Embedding ESG 

principles into contracts further enhances the alignment 
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between procurement practices and organizational values, 

driving sustainability, ethical operations, and stakeholder 

trust. As industries continue to innovate and adapt to evolving 

challenges, strategic contracting will remain a powerful tool 

for achieving business objectives and creating a more 

sustainable and responsible global economy (Adepoju, et al., 

2023, Ikwuanusi, Adepoju & Odionu, 2023, Nwaimo, et al., 

2023). 

 

2.5. Industry applications and case studies 

Strategic contracting has become a cornerstone for 

organizations striving to align procurement practices with 

business objectives, ensuring operational efficiency, cost 

reduction, and compliance. Across industries such as 

construction, healthcare, and retail, strategic contracting 

enables organizations to optimize supplier relationships, 

streamline workflows, and address industry-specific 

challenges. By integrating innovative tools and aligning 

contracts with organizational goals, these industries 

demonstrate how strategic contracting fosters value creation, 

operational excellence, and competitive advantage (Agho, et 

al., 2023, Ihemereze, et al., 2023, Neupane, et al., 2023, 

Uwaoma, et al., 2023). 

In the construction industry, strategic contracting is vital for 

streamlining supplier agreements and ensuring project 

efficiency. The complexity and scale of construction projects 

often involve managing multiple contractors, subcontractors, 

and suppliers, each with distinct deliverables, timelines, and 

risks. Traditional contracting approaches can lead to 

inefficiencies, miscommunication, and delays. However, 

strategic contracting addresses these challenges by fostering 

transparency, accountability, and collaboration among 

stakeholders (Awoyemi, et al., 2023). 

One key application of strategic contracting in construction 

is the use of standardized contracts to manage supplier 

relationships and mitigate risks. Standardized contracts 

ensure consistency across agreements, reducing ambiguity 

and the likelihood of disputes. For example, construction 

companies often use standardized templates such as those 

provided by the American Institute of Architects (AIA) or the 

International Federation of Consulting Engineers (FIDIC). 

These templates include clauses addressing payment terms, 

performance benchmarks, and dispute resolution, providing a 

clear framework for supplier engagement (Avwioroko, 2023, 

Bristol-Alagbariya, Ayanponle & Ogedengbe, 2023, Efobi, et 

al., 2023). 

Digital contract management tools further enhance efficiency 

in construction procurement by automating workflows and 

improving visibility. For instance, large construction firms 

use Contract Lifecycle Management (CLM) systems to track 

contract milestones, monitor supplier performance, and 

ensure compliance with project specifications. These tools 

enable real-time updates and centralized documentation, 

reducing administrative burdens and minimizing delays 

caused by miscommunication or manual errors. Additionally, 

strategic contracting helps construction companies align 

supplier agreements with sustainability goals. Contracts may 

include provisions requiring suppliers to use eco-friendly 

materials, adopt energy-efficient practices, or meet green 

building certification standards, contributing to the industry’s 

broader environmental objectives (Attah, Ogunsola & Garba, 

2023, Bristol-Alagbariya, Ayanponle & Ogedengbe, 2023, 

Daraojimba, et al., 2023). 

The healthcare industry presents another compelling case for 

the application of strategic contracting, particularly in 

reducing costs and ensuring regulatory compliance. The 

healthcare sector operates within a highly regulated 

environment where procurement practices must adhere to 

strict standards for quality, safety, and ethics. Strategic 

contracting enables healthcare organizations to address these 

challenges while managing costs and maintaining high-

quality patient care (Uwaoma, et al., 2023). One example of 

strategic contracting in healthcare is the use of group 

purchasing organizations (GPOs) to consolidate procurement 

activities and negotiate favorable terms with suppliers. GPOs 

leverage the collective purchasing power of multiple 

healthcare providers to secure discounts on medical supplies, 

equipment, and pharmaceuticals (Adewusi, Chiekezie & 

Eyo-Udo, 2023, Ikwuanusi, Adepoju & Odionu, 2023). 

Strategic contracts with GPOs outline pricing structures, 

delivery schedules, and compliance requirements, ensuring 

that healthcare providers benefit from cost efficiencies 

without compromising quality. 

Strategic contracting also plays a critical role in regulatory 

compliance within the healthcare sector. Contracts with 

suppliers and vendors include clauses that mandate adherence 

to standards set by regulatory bodies such as the U.S. Food 

and Drug Administration (FDA) or the European Medicines 

Agency (EMA). These clauses address requirements for 

product safety, manufacturing practices, and ethical sourcing, 

ensuring that suppliers align with the organization’s 

compliance framework. For example, contracts with 

pharmaceutical suppliers may require regular audits and 

documentation to verify compliance with Good 

Manufacturing Practices (GMP) (Agho, et al., 2023, Collins, 

et al., 2023, Ikwuanusi, Adepoju & Odionu, 2023). This 

alignment reduces the risk of regulatory violations, protecting 

healthcare organizations from financial penalties and 

reputational harm. 

Digital tools are increasingly used to enhance contracting 

practices in healthcare procurement. Advanced CLM systems 

and analytics platforms provide healthcare organizations with 

real-time insights into contract performance, supplier 

compliance, and cost savings. These tools enable 

procurement teams to identify underperforming suppliers, 

renegotiate terms, or switch to alternative vendors, ensuring 

that contracts remain aligned with organizational goals 

(Agho, et al., 2022, Collins, Hamza & Eweje, 2022). 

Moreover, strategic contracts in healthcare often include 

provisions for value-based purchasing, which links supplier 

payments to patient outcomes or quality metrics. This 

approach incentivizes suppliers to deliver high-quality 

products and services, aligning procurement practices with 

the healthcare provider’s mission to improve patient care. 

The retail industry is another sector where strategic 

contracting has proven instrumental in enhancing supplier 

relationships and optimizing procurement practices. Retailers 

operate in a fast-paced environment where timely delivery, 

cost management, and supplier collaboration are critical to 

success. Strategic contracting enables retailers to streamline 

operations, strengthen partnerships, and respond effectively 

to market dynamics (Ikwuanusi, Adepoju & Odionu, 2023).  

Digital contracting tools have been transformative for retail 

procurement, enabling organizations to automate processes 

and improve supplier engagement. For example, retailers use 

CLM systems to create, execute, and manage contracts with 
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suppliers and vendors. These systems provide a centralized 

platform for tracking contract milestones, monitoring 

supplier performance, and ensuring compliance with terms 

and conditions. By automating routine tasks such as contract 

renewals and performance reviews, digital tools reduce 

administrative overhead and enable procurement teams to 

focus on strategic activities (Awoyemi, et al., 2023, 

Ikwuanusi, Adepoju & Odionu, 2023, Chikezie, et al., 2023). 

Strategic contracting in retail also emphasizes collaboration 

and innovation in supplier relationships. Retailers are 

increasingly adopting long-term contracts with key suppliers 

to foster trust, loyalty, and mutual growth. These contracts 

often include provisions for joint innovation initiatives, such 

as co-developing new products or improving supply chain 

processes. For instance, a retailer may collaborate with a 

supplier to develop sustainable packaging solutions, reducing 

environmental impact while meeting consumer demand for 

eco-friendly products (Chikezie, et al., 2022, Iwuanyanwu,et 

al., 2022, Popo-Olaniyan, et al., 2022). By aligning supplier 

agreements with sustainability goals, strategic contracting 

helps retailers enhance their brand reputation and attract 

socially conscious customers. 

Another critical aspect of strategic contracting in retail is 

addressing supply chain risks and disruptions. Contracts with 

suppliers often include clauses that define contingency plans 

for unforeseen events, such as natural disasters or geopolitical 

conflicts. For example, a contract may specify alternative 

suppliers or expedited shipping options to ensure continuity 

of operations during disruptions. Additionally, retailers use 

analytics tools to monitor supplier performance and predict 

potential risks, enabling proactive decision-making and 

reducing the likelihood of supply chain interruptions (Bristol-

Alagbariya, Ayanponle & Ogedengbe, 2022, Popo-Olaniyan, 

et al., 2022). 

Several real-world case studies highlight the effectiveness of 

strategic contracting in the retail industry. For example, 

global retail giants such as Walmart and Amazon have 

adopted advanced contracting practices to optimize 

procurement and strengthen supplier relationships. Walmart, 

for instance, has implemented digital platforms that integrate 

contract management with supplier performance tracking, 

enabling real-time insights and streamlined operations 

(Attah, Ogunsola & Garba, 2022, Bristol-Alagbariya, 

Ayanponle & Ogedengbe, 2022). Similarly, Amazon’s 

contracts with suppliers emphasize sustainability and 

innovation, requiring vendors to meet environmental 

standards and collaborate on packaging and logistics 

improvements. 

In conclusion, the application of strategic contracting across 

industries such as construction, healthcare, and retail 

demonstrates its transformative potential for maximizing 

business efficiency and aligning procurement practices with 

organizational goals. By streamlining supplier agreements, 

ensuring regulatory compliance, and leveraging digital tools, 

organizations in these sectors have achieved significant 

improvements in cost management, operational excellence, 

and sustainability (Avwioroko, 2023, Collins, et al., 2023, 

Ikwuanusi, Adepoju & Odionu, 2023). Strategic contracting 

fosters collaboration, mitigates risks, and creates long-term 

value, positioning organizations to thrive in an increasingly 

complex and competitive business landscape (Bristol-

Alagbariya, Ayanponle & Ogedengbe, 2023, Uwumiro, et al., 

2023). As industries continue to evolve, the role of strategic 

contracting will remain central to driving innovation, 

resilience, and alignment with organizational priorities. 

 

2.6. Benefits of strategic contracting for business efficiency 

Strategic contracting has become a critical approach for 

organizations striving to maximize business efficiency, 

streamline operations, and achieve long-term success. By 

aligning procurement practices with organizational goals, 

strategic contracting delivers a range of benefits that 

contribute to operational performance, enhanced supplier 

relationships, risk mitigation, and global competitiveness. 

This approach transforms contracts from static legal 

documents into dynamic tools that drive value creation, 

operational agility, and resilience in an increasingly complex 

business environment (Avwioroko, 2023, Basiru, et al., 2023, 

Ihemereze, et al., 2023). 

One of the most immediate benefits of strategic contracting 

is improved operational performance and reduced 

administrative overhead. Traditional procurement practices 

often involve manual processes, fragmented workflows, and 

decentralized documentation, which lead to inefficiencies, 

delays, and errors. Strategic contracting addresses these 

challenges by integrating advanced technologies such as 

Contract Lifecycle Management (CLM) systems, automated 

workflows, and analytics platforms (Collins, Hamza & 

Eweje, 2022, Iwuanyanwu, et al., 2022). These tools 

streamline contract creation, execution, and management, 

ensuring consistency and accuracy across procurement 

processes. 

For example, automated workflows in CLM systems reduce 

the time and effort required to draft, review, and approve 

contracts. These systems standardize templates, automate 

approval processes, and ensure compliance with 

organizational policies, significantly reducing administrative 

burdens on procurement teams. Additionally, centralized 

digital platforms enable organizations to store and manage 

contracts in a secure, accessible environment, eliminating the 

need for manual document handling and reducing the risk of 

lost or misplaced contracts (Adewusi, Chiekezie & Eyo-Udo, 

2022, Collins, Hamza & Eweje, 2022, Ikwuanusi, et al., 

2022). This streamlined approach not only enhances 

efficiency but also frees up resources that can be redirected 

toward strategic initiatives, such as supplier development or 

cost optimization. 

Another key advantage of strategic contracting is its ability 

to enhance supplier relationships and mitigate risks. Strong 

supplier relationships are essential for ensuring the reliability, 

quality, and sustainability of supply chains. Strategic 

contracts foster collaboration and transparency by clearly 

defining expectations, performance metrics, and mutual 

benefits. For instance, contracts can include service-level 

agreements (SLAs) that outline specific performance criteria, 

such as delivery timelines, quality standards, and compliance 

requirements (Abbey, et al., 2023, Attah, Ogunsola & Garba, 

2023, Ewim, et al., 2023). By establishing clear benchmarks, 

strategic contracts hold suppliers accountable while fostering 

a sense of partnership and shared objectives. 

Strategic contracting also mitigates risks by embedding 

mechanisms to address potential disruptions, non-

compliance, or underperformance. For example, contracts 

can include clauses for penalties, incentives, or contingency 

plans to ensure suppliers meet their obligations. In industries 

with complex supply chains, such as healthcare or 
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manufacturing, these provisions are particularly valuable for 

minimizing risks related to regulatory violations, quality 

issues, or supply chain disruptions. Additionally, strategic 

contracts often include regular performance reviews and 

audits, enabling organizations to monitor supplier 

compliance and address issues proactively (Adewumi, et al., 

2023, Daraojimba, et al., 2023, Ihemereze, et al., 2023). 

The emphasis on collaboration within strategic contracting 

extends beyond operational performance to include 

innovation and continuous improvement. By fostering long-

term partnerships, organizations and suppliers can work 

together to develop innovative solutions, optimize processes, 

and enhance product offerings. For example, a strategic 

contract may include provisions for joint research and 

development initiatives, incentivizing suppliers to contribute 

ideas and resources toward shared goals (Attah, Ogunsola & 

Garba, 2023, Chikezie, et al., 2023, Ihemereze, et al., 2023). 

This collaborative approach not only strengthens supplier 

relationships but also creates opportunities for differentiation 

and competitive advantage in the marketplace. 

Strategic contracting is also a powerful driver of long-term 

value creation and global competitiveness. By aligning 

procurement practices with organizational goals, strategic 

contracts ensure that procurement contributes to sustainable 

growth, cost efficiency, and stakeholder satisfaction. One of 

the ways strategic contracting achieves this is by prioritizing 

total cost of ownership (TCO) over initial cost savings 

(Adewusi, Chiekezie & Eyo-Udo, 2022, Bristol-Alagbariya, 

Ayanponle & Ogedengbe, 2022). TCO considers the full 

lifecycle costs associated with a product or service, including 

acquisition, maintenance, and disposal. Contracts that 

emphasize TCO enable organizations to make procurement 

decisions that deliver long-term value, rather than focusing 

solely on short-term price reductions. 

Furthermore, strategic contracts support sustainability and 

Environmental, Social, and Governance (ESG) objectives, 

which are increasingly important for global competitiveness. 

Organizations can embed ESG criteria into their contracts, 

requiring suppliers to adhere to ethical labor practices, reduce 

carbon emissions, or adopt sustainable sourcing methods. For 

instance, a contract with a logistics provider might mandate 

the use of low-emission vehicles or optimized routing to 

minimize environmental impact (Bristol-Alagbariya, 

Ayanponle & Ogedengbe, 2022, Chikezie, et al., 2022). 

These provisions align procurement practices with 

organizational values and stakeholder expectations, 

enhancing the organization’s reputation and market position. 

In addition to sustainability, strategic contracting contributes 

to global competitiveness by enabling organizations to adapt 

to changing market conditions, regulatory landscapes, and 

customer demands. Contracts can be structured with 

flexibility to accommodate fluctuations in demand, price 

volatility, or geopolitical risks. For example, price adjustment 

clauses tied to market indices or currency exchange rates help 

organizations manage financial risks while maintaining cost 

stability (Bristol-Alagbariya, Ayanponle & Ogedengbe, 

2023, Okafor, et al., 2023). Similarly, force majeure clauses 

address unforeseen events, such as natural disasters or supply 

chain disruptions, by outlining procedures for renegotiation 

or termination. These measures enhance organizational 

resilience and ensure continuity in an unpredictable global 

economy. 

Another dimension of strategic contracting’s value lies in its 

ability to facilitate scalability and growth. As organizations 

expand into new markets or diversify their product offerings, 

strategic contracts provide a framework for managing 

increased complexity and volume in procurement activities. 

Standardized templates, automated workflows, and 

centralized systems enable organizations to scale their 

operations efficiently while maintaining consistency and 

governance. For example, a multinational corporation 

entering a new geographic market can leverage its existing 

strategic contracting practices to establish supplier 

relationships, ensure compliance with local regulations, and 

align procurement activities with global objectives (Attah, 

Ogunsola & Garba, 2023, Bristol-Alagbariya, Ayanponle & 

Ogedengbe, 2023). 

Strategic contracting also drives cost efficiencies by 

optimizing supplier agreements and identifying areas for 

improvement. Contracts can include performance-based 

incentives that reward suppliers for meeting or exceeding 

expectations, encouraging continuous improvement and cost-

saving initiatives. For instance, a contract with a 

manufacturing supplier may offer financial incentives for 

achieving energy efficiency targets or reducing production 

waste. These provisions align supplier behavior with 

organizational goals while delivering measurable cost 

savings and sustainability benefits. 

Case studies across industries illustrate the transformative 

impact of strategic contracting on business efficiency and 

competitiveness. In the retail sector, companies like Walmart 

and Amazon have adopted advanced contracting practices to 

optimize supplier relationships and enhance operational 

performance (Bristol-Alagbariya, Ayanponle & Ogedengbe, 

2022, Chikezie, et al., 2022). Walmart, for example, uses 

digital platforms to integrate contract management with 

supplier performance tracking, enabling real-time insights 

and streamlined operations. Similarly, Amazon emphasizes 

sustainability in its supplier contracts, requiring vendors to 

meet environmental standards and collaborate on packaging 

and logistics improvements. 

In the healthcare industry, strategic contracting has enabled 

organizations to reduce costs, ensure regulatory compliance, 

and improve patient care. Group purchasing organizations 

(GPOs) leverage collective purchasing power to negotiate 

favorable terms with suppliers, while strategic contracts 

include provisions for quality assurance, compliance audits, 

and value-based purchasing. These practices align 

procurement with the healthcare provider’s mission to deliver 

high-quality, cost-effective care. 

The construction industry has also benefited from strategic 

contracting, particularly in managing complex supply chains 

and mitigating risks. Standardized contracts and digital tools 

streamline procurement processes, enhance transparency, 

and ensure alignment with project goals. For example, 

construction firms use Contract Lifecycle Management 

systems to track milestones, monitor supplier performance, 

and manage compliance with project specifications. These 

practices reduce administrative burdens and minimize delays, 

contributing to successful project delivery. 

In conclusion, strategic contracting offers a multitude of 

benefits for business efficiency, from improved operational 

performance and reduced administrative overhead to 

enhanced supplier relationships and long-term value creation. 

By aligning procurement practices with organizational goals, 

strategic contracting transforms contracts into strategic assets 
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that drive resilience, sustainability, and competitiveness 

(Avwioroko, 2023, Bristol-Alagbariya, Ayanponle & 

Ogedengbe, 2023). The integration of advanced 

technologies, performance-based incentives, and ESG 

criteria further amplifies the impact of strategic contracting, 

enabling organizations to thrive in an increasingly complex 

and dynamic global landscape. As industries continue to 

innovate and adapt, strategic contracting will remain a critical 

tool for achieving business success and creating lasting value. 

 

2.7. Implementation strategies for strategic contracting 

Strategic contracting has emerged as a powerful approach for 

maximizing business efficiency and aligning procurement 

practices with organizational goals. However, its successful 

implementation requires a clear strategy that encompasses the 

adoption of best practices, effective change management, and 

an investment in training and technology. Organizations must 

carefully navigate challenges in transitioning from traditional 

procurement models while preparing for future trends and 

opportunities in procurement and contracting (Basiru, et al., 

2023, Hassan, et al., 2023, Iwe, et al., 2023). 

Adopting strategic contracting begins with a structured and 

phased approach. The first step is conducting a 

comprehensive assessment of current procurement practices 

to identify inefficiencies, risks, and areas for improvement. 

This analysis should include an evaluation of existing 

supplier relationships, contract management processes, and 

compliance mechanisms. Organizations must also establish 

clear objectives for strategic contracting, such as improving 

operational efficiency, enhancing supplier collaboration, or 

achieving sustainability goals (Abbey, et al., 2023, Attah, 

Ogunsola & Garba, 2023, Ewim, et al., 2023). 

Once the objectives are defined, the next step involves 

redesigning procurement policies and processes to align with 

strategic contracting principles. This may include 

standardizing contract templates, introducing performance-

based incentives, or embedding Environmental, Social, and 

Governance (ESG) criteria into supplier agreements. 

Standardization ensures consistency across contracts and 

simplifies management, while performance-based incentives 

encourage suppliers to align with organizational priorities. 

Selecting the right technology is critical to implementing 

strategic contracting practices effectively. Advanced tools 

such as Contract Lifecycle Management (CLM) systems, 

analytics platforms, and digital dashboards enable 

organizations to streamline workflows, monitor contract 

performance, and ensure compliance. CLM systems 

automate the creation, approval, and management of 

contracts, reducing administrative overhead and minimizing 

errors (Adewumi, et al., 2023, Daraojimba, et al., 2023, 

Ihemereze, et al., 2023). Analytics platforms provide real-

time insights into supplier performance, risk factors, and cost 

savings, allowing organizations to make data-driven 

decisions. By integrating these technologies, organizations 

can achieve greater visibility and control over their 

contracting processes. 

Overcoming challenges in technology adoption and 

organizational change is essential for successful 

implementation. One of the most common challenges is 

resistance to change, as employees may be reluctant to adopt 

new tools or workflows. Addressing this requires clear 

communication about the benefits of strategic contracting and 

how it aligns with organizational goals. Leaders must 

articulate the value of streamlined processes, improved 

efficiency, and enhanced supplier relationships, fostering a 

sense of shared purpose among employees (Bristol-

Alagbariya, Ayanponle & Ogedengbe, 2022, Chikezie, et al., 

2022). 

Another challenge is ensuring data accuracy and integration 

across systems. Strategic contracting relies heavily on 

accurate data for decision-making, performance tracking, and 

compliance monitoring. Organizations must establish robust 

data governance policies, including data validation, security 

protocols, and integration with existing systems. These 

measures ensure that the technology infrastructure supports 

the seamless execution of strategic contracting practices. 

Training procurement teams is a vital component of 

implementation, as it equips employees with the skills and 

knowledge needed to leverage advanced contracting tools 

and systems. Training programs should focus on the 

functionality of CLM systems, analytics platforms, and other 

digital tools, emphasizing their role in achieving strategic 

objectives. For example, procurement teams can learn how to 

automate routine tasks, analyze supplier performance 

metrics, and generate compliance reports using these tools. 

Providing ongoing support and resources ensures that 

employees remain proficient and confident in using the 

technology. 

In addition to technical training, organizations must also 

invest in developing soft skills among procurement 

professionals. Strategic contracting requires strong 

negotiation, collaboration, and relationship management 

skills to foster effective partnerships with suppliers. 

Workshops, role-playing exercises, and mentoring programs 

can help employees hone these skills, enabling them to 

navigate complex supplier relationships and achieve 

mutually beneficial outcomes. 

Looking ahead, emerging technologies and evolving 

procurement priorities present significant opportunities for 

advancing strategic contracting. Technologies such as 

artificial intelligence (AI), blockchain, and the Internet of 

Things (IoT) are expected to play a transformative role in the 

future of procurement (Bristol-Alagbariya, Ayanponle & 

Ogedengbe, 2023, Okafor, et al., 2023). AI-powered tools 

can analyze vast amounts of data to predict market trends, 

assess supplier risks, and recommend optimal contract terms. 

For example, AI algorithms can identify patterns in supplier 

performance data, enabling organizations to proactively 

address issues and negotiate favorable agreements. 

Blockchain technology offers unparalleled transparency and 

security in contract management. By creating an immutable 

digital ledger, blockchain ensures that every action related to 

a contract—such as approvals, modifications, and 

payments—is securely recorded and traceable. Smart 

contracts, a feature of blockchain, automate contract 

execution by triggering predefined actions when specific 

conditions are met. For instance, a smart contract with a 

supplier could automatically release payment upon verifying 

product delivery, reducing administrative overhead and 

ensuring timely fulfillment of obligations. 

IoT devices provide real-time data on supply chain 

operations, enhancing visibility and accountability. For 

example, sensors embedded in shipping containers can 

monitor the condition and location of goods, ensuring 

compliance with quality standards outlined in contracts. This 

real-time monitoring enables organizations to address 
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potential issues promptly, minimizing disruptions and 

maintaining alignment with contractual obligations. 

The increasing emphasis on ESG and sustainability in 

procurement further underscores the importance of strategic 

contracting. Organizations are expected to demonstrate their 

commitment to environmental and social responsibility by 

embedding ESG criteria into supplier agreements (Bristol-

Alagbariya, Ayanponle & Ogedengbe, 2023, Okafor, et al., 

2023). Strategic contracts can include provisions requiring 

suppliers to reduce carbon emissions, adopt renewable 

energy sources, or meet diversity and inclusion targets. These 

initiatives not only align procurement practices with 

organizational values but also enhance stakeholder trust and 

market competitiveness. 

Industries such as technology, automotive, and retail have 

already begun integrating ESG principles into strategic 

contracting. For example, technology companies like Apple 

and Microsoft require suppliers to adhere to ethical labor 

practices and environmental standards, with mechanisms for 

monitoring and enforcing compliance (Avwioroko, 2023, 

Bristol-Alagbariya, Ayanponle & Ogedengbe, 2023). 

Automotive manufacturers such as Tesla and General Motors 

prioritize sustainability in their supplier contracts by sourcing 

materials responsibly and reducing emissions in their 

production processes. Retailers like Walmart and Target have 

incorporated sustainability goals into their procurement 

strategies, requiring suppliers to adopt eco-friendly practices 

and reduce waste. 

Anticipated changes in global procurement practices will also 

shape the future of strategic contracting. Regulatory 

developments, such as stricter reporting requirements for 

supply chain transparency or new carbon emission standards, 

will compel organizations to adapt their contracts and 

compliance mechanisms (Basiru, et al., 2023, Hassan, et al., 

2023, Iwe, et al., 2023). Strategic contracting provides the 

flexibility needed to navigate these changes, enabling 

organizations to incorporate evolving requirements into their 

agreements and ensure alignment with legal and ethical 

standards. 

Globalization and digitalization are expected to drive further 

innovation in procurement, creating opportunities for 

organizations to leverage strategic contracting for 

competitive advantage. As supply chains become more 

interconnected and technology-enabled, organizations will 

need to adopt sophisticated contracting practices that address 

cross-border challenges, such as currency fluctuations, trade 

regulations, and geopolitical risks. Strategic contracts that 

include contingency plans, currency adjustment clauses, and 

force majeure provisions will enhance resilience and agility 

in a rapidly changing global landscape. 

In conclusion, implementing strategic contracting practices is 

a multifaceted process that requires careful planning, 

technology adoption, and employee training. Organizations 

must assess their current procurement practices, define clear 

objectives, and invest in digital tools to streamline workflows 

and enhance visibility (Abbey, et al., 2023, Avwioroko, 

2023, Basiru, et al., 2023). Overcoming challenges such as 

resistance to change and data integration is critical to 

ensuring a smooth transition, while training programs equip 

procurement teams with the skills needed to succeed in a 

strategic contracting environment. 

Emerging technologies, ESG priorities, and global 

procurement trends present significant opportunities for 

organizations to advance their strategic contracting 

capabilities. By embracing these innovations and aligning 

contracts with organizational goals, organizations can 

achieve greater efficiency, sustainability, and 

competitiveness in an increasingly complex business 

environment. Strategic contracting is not merely a tool for 

managing supplier relationships; it is a catalyst for driving 

operational excellence, creating long-term value, and 

positioning organizations for success in the future. 

 

2.8. Conclusion 

Strengthening communities through local content 

development in oil and gas contracting underscores the 

transformative role of strategic contracting in maximizing 

business efficiency and fostering sustainable growth. 

Strategic contracting moves beyond traditional procurement 

by integrating capacity-building initiatives and 

empowerment strategies that benefit local communities while 

meeting organizational objectives. By aligning procurement 

practices with the goals of local content development, oil and 

gas companies can unlock economic opportunities, enhance 

workforce development, and build resilient supply chains that 

support long-term success. 

The alignment of procurement practices with organizational 

goals ensures that contracting decisions contribute not only 

to operational efficiency but also to broader socio-economic 

outcomes. Contracts that prioritize local suppliers, skills 

development, and community engagement create a symbiotic 

relationship between the organization and its operating 

environment. This alignment strengthens relationships with 

key stakeholders, reduces operational risks, and enhances the 

company’s reputation as a responsible corporate citizen. By 

embedding local content requirements into strategic 

contracts, organizations can address community needs while 

ensuring compliance with industry regulations and 

sustainability goals. 

Looking ahead, the future of strategic contracting lies in its 

ability to adapt to evolving business landscapes and societal 

expectations. Advances in technology, such as digital 

contract management systems, blockchain, and artificial 

intelligence, will enable organizations to monitor and enforce 

local content commitments more effectively. These tools will 

provide greater transparency and accountability, ensuring 

that local content objectives are met while maintaining 

operational excellence. Moreover, a growing emphasis on 

Environmental, Social, and Governance (ESG) principles 

will further drive the integration of sustainability and 

community development into procurement strategies. 

Ultimately, strategic contracting in the oil and gas sector 

offers a powerful framework for achieving both business 

efficiency and community empowerment. By investing in 

local content development and aligning procurement 

practices with organizational goals, companies can create 

lasting value for all stakeholders. As the industry continues 

to evolve, strategic contracting will remain a cornerstone of 

driving organizational success, fostering community 

resilience, and contributing to sustainable development in oil 

and gas operations worldwide. 
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