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“Dependency begins when changing supplier, changing direction
and continuing alone all become decisions the client can no longer

make.”

The Renewal with Only One Bidder

The technology services contract has eighteen months left to run. The board asks for
options before renewal: extend the current arrangement, compete the service or return
selected capabilities inside.

The option paper arrives with uncomfortable numbers. The existing supplier supports 420
applications, operates the data centre and employs 73 per cent of the people with detailed
system knowledge. Only eleven senior technical staff remain inside the client. A
competition would require an estimated £14 million transition and at least fifteen months
of preparation. Re-insourcing would require 160 recruits before knowledge transfer could
begin. The incumbent proposes an 18 per cent price increase.

Procurement can negotiate the price. It cannot produce a credible alternative.

This is vendor dependency in its strategically dangerous form. It is not simply a long
contract, a large supplier or a difficult termination clause. It is the point at which the client
has lost enough knowledge and operating capability that its formal right to choose no
longer creates a practical choice.

Dependency begins when changing supplier, changing direction and continuing alone all
become decisions the client can no longer make.

Lock-In Grows Through Sensible Decisions

Vendor dependence is often described as a procurement failure: weak exit clauses,
proprietary terms or an unduly broad award. Those can certainly create exposure. But the
deeper pattern develops after signature through a series of decisions that each appear
efficient.

The supplier takes responsibility for service documentation because it operates the
systems. Technical specialists transfer because retaining duplicates looks wasteful.
Architecture is folded into the service because design and support need continuity.
Change estimates rely on supplier knowledge because no internal team can prepare them
faster. Small applications are added to the contract rather than governed separately.
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Over time:

• the supplier's view of the estate becomes more complete than the client's;
• the cost of testing an alternative rises;
• business change is translated through one commercial relationship;
• internal leaders learn to manage performance rather than understand capability;
• exit becomes a theoretical right whose exercise threatens service continuity.

No single decision creates lock-in. The accumulation removes options.

In the composite arrangement, the original contract covered 260 applications. Five years
later it covers 420, including 68 added through change control without a corresponding
update to the exit inventory. The client can identify service owners for most systems but
cannot name the people who understand 97 critical interfaces. An exit clause exists. The
information required to use it does not.

Dependence Can Be Economically Rational

The strongest defence of deep supplier relationships should not be dismissed. Complex
services benefit from continuity. A provider that invests in people, tools and operating
knowledge needs sufficient term and scale to recover that investment. Fragmenting work
among several firms can raise integration cost and obscure accountability. Maintaining
duplicate client capability merely to preserve bargaining power can become an expensive
insurance policy.

All of this is true. Dependency is not automatically a failure.

Some capabilities should be purchased precisely because a specialist can provide them
better and more economically. The mistake is allowing efficient reliance to become
uncontrolled incapacity.

The distinction is whether the client can still:

• understand what it is buying and challenge the basis of cost;
• change priorities without asking the supplier to define the consequences alone;
• transfer the service without reconstructing its entire knowledge base;
• separate parts of the arrangement when strategy changes;
• continue critical operations if the commercial relationship deteriorates.

A partnership may be close and still preserve these choices. A contract may contain strong
remedies and preserve none of them.

The Contract Cannot Protect What the Client Has Forgotten

Exit schedules are necessary. They should define assistance, asset transfer, information,
people, costs and continuing obligations. Yet an exit plan written at signature decays
quickly unless it is treated as a living operating discipline.

Applications change. Staff rotate. interfaces multiply. Temporary workarounds become
permanent. New services enter through contract variations. The original inventory may be
accurate on day one and dangerously incomplete by year five.
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This is why dependence cannot be managed by procurement alone. Commercial terms
establish rights; operational governance must preserve the capability to exercise them.

A practical dependency review should look beyond SLA performance and ask:

Contract question Strategic dependency question

Can the agreement be
terminated?

Can the service be transferred without unacceptable interruption?

Is documentation required? Is the documentation current, usable and understood by the
client?

Are key staff named? Is critical knowledge distributed beyond named individuals?

Are prices benchmarked? Can the client explain the cost drivers and test alternatives?

Is exit assistance included? Has the receiving capability been identified and rehearsed?

The distinction is important. A supplier may comply fully with every documentation
obligation while the client lacks anybody able to judge whether the documents are
sufficient.

Preserve the Right to Change Direction

Managing dependency does not require keeping a shadow organisation or threatening
competition at every renewal. It requires deliberate preservation of strategic options
throughout the contract.

The client should retain ownership of a small number of capabilities that determine
freedom of action:

• Architecture: enough knowledge of systems and interfaces to assess change
independently.

• Service integration: a client view of end-to-end performance across suppliers and
business units.

• Commercial intelligence: visibility of volumes, cost drivers, assumptions and
accumulated variations.

• Business translation: people able to connect operational needs with technical and
contractual choices.

• Transition readiness: current inventories, knowledge maps, tested handover
arrangements and named receiving options.

These capabilities are not duplication of supplier delivery. They are the means by which
the client remains a competent principal rather than a dependent customer.

They also change behaviour before exit. A client that understands its estate can challenge
estimates with evidence. A client that keeps interface knowledge can divide or recombine
services. A client that updates transition materials annually can negotiate renewal without
pretending that an impossible competition is a threat.

Dependency Is a Board-Level Exposure
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The strategic danger becomes visible when the vendor relationship influences choices
outside the contract. A merger is delayed because systems cannot be separated. A new
product is shaped around what the incumbent can support. A cost-reduction target
excludes the largest service because transition is judged too risky. Technology strategy
becomes the description of what the present supplier arrangement permits.

At that point dependency is no longer a matter for the contract manager. It is an exposure
to the organisation's freedom to act.

Boards should therefore see more than service credits, disputes and renewal dates. They
should see concentration of knowledge, cost of transition, time required to create an
alternative and the business decisions constrained by the current arrangement. Those
measures reveal whether dependence is a chosen economic trade-off or an unexamined
strategic vulnerability.

A good supplier relationship can be valuable precisely because it creates confidence and
continuity. It becomes dangerous when that confidence rests on the belief that there is no
other viable path.

The purpose of vendor governance is not to eliminate reliance. It is to ensure that reliance
remains a choice.


