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Who’s the Boss -You or Your Supplier?

 

Customers have always led the way in terms of 

importance for any successful organisation, 

particularly where organisations operate in a highly 

competitive market.  Increasingly however, 

relationships with suppliers are making the difference 

between providing a customer with an excellent 

service or product, as compared to a good service or 

product. 

STRATEGIC SUPPLIERS 

A strategic supplier is often one where the product or 

services provided by that supplier is an essential part 

of your business. It is beneficial to form strong 

partnering relationships with these suppliers, which 

will assist them in understanding your business 

better, allowing them to provide your business with a 

tailored service or unique product. 

The demands a business makes on its suppliers can 

also improve the supplier’s own operations, making 

that supplier more competitive in the market.  

SELECTING THE RIGHT SUPPLIER  

It is sometimes helpful to visit the supplier’s offices 

so as to assess their capacity to provide the services 

or products.  A range of other enquiries could be 

made by your business prior to choosing a supplier.  

Whilst price is important, service from the supplier is 

proving equally as important when determining 

whether to move to a new supplier.  

An organisation who is always changing suppliers will 

need to continually educate new suppliers about 

their business, which can lead to downtime.  

Therefore, build lasting supplier relationships can 

result in efficiencies all round. 

SUPPLIER CONTRACTS 

Once chosen, contract negotiation is the next step 

and implementing key performance indicators for the 

supplier to achieve should be seen as the primary 

objective.  This process will clearly outline your 

business expectations at the outset. 

When negotiating contracts, your business may wish 

to consider whether or not to give that supplier 

exclusivity for a certain period of time.  Exclusivity is 

very attractive to suppliers and can be used as a 

strong bargaining chip by your business when 

negotiating price.  

 

However, as businesses know, internal strategies 

change regularly and a new business strategy may 

result in that supplier no longer being required. 

Consideration will then need to be given as how to 

exit the contract with the supplier, particularly where 

it is an exclusive relationship. 

The relationship of supplier and customer is one of 

cooperation and mutual advantage.  As part of the 

contract negotiation, review processes should be 

included in the contract where both parties meet and 

discuss feedback on a regular basis. 

Your supply contract should also include dispute 

resolution procedures so it to avoid the high costs of 

litigation.  

MANAGING DIFFICULT SUPPLIERS  

Any issues that arise with a supplier should be dealt 

with immediately and documented. A face to face 

meeting with the supplier in an attempt to resolve 

the outstanding issues is a good first step.  

If the issues continue after an agreed action plan has 

been put in place and there appears to be no 

prospect of the supplier’s performance improving, 

then consideration should be given to terminating 

that relationship.  

Termination of any contract should be dealt with 

cautiously and the notice of termination balanced 

against the length of time your business has been 

dealing with the supplier, whether your business is 

the supplier’s only customer, and the size of the 

supplier.   

SUMMARY 

Supplier relationships are critical and can directly 

impact profit levels and the way your business to 

services customers.   

Working closely with your supplier can also help your 

business have the right systems in place, which 

assists with risk minimisation. 

 

If you would like any further information on this topic, please 

contact Ilona Teremi, Partner on 9230 6503 or 

ilona.teremi@kreissonlegal.com.au 


