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Assessing how future-proofed your overall payments vendor network is before
renegotiating with individual vendors will result in better long-term outcomes.

Area

Structure

Selection

Management

Contracts

Future Needs

Payments Vendor Future-Proofing Framework

Guiding Question

Are we outsourcing the right
activities?

Are we using the right vendors?

Is our management of our vendors
ready for the new market reality?

Are our vendor costs and terms
optimized?

Is our vendor strategy positioned to
effectively adapt and win in the
future?

Items to Assess

Which outsourced/insourced functions still fit with our strategic vision and new market reality?

Which outsourced/insourced functions have fulfilled their business case and expectations, and are
there better alternative models going forward?

Do we need key capabilities that are not being developed internally and haven't been purchased?
Are our vendors still leaders in their field (in terms of product, servicing, technology, etc.)?

Are our vendors ready for the future (e.g., do they have a clear vision and strong roadmaps)?

Did our vendors deliver and provide us with the right support during the crisis?

Is our management, monitoring, and day-to-day cooperation with vendors ready for remote work,
pandemic-level operational disruptions, and other aspects of the post-COVID operational reality?

Are we sufficiently mitigating risks associated with and preparing contingencies for vendor failures
or delays, sub-contractor and geographic risk, and other difficulties observed during the crisis?

Is our absolute vendor cost level still in line with our revenues?
Are our vendor cost structured to mitigate the impacts of future volume or revenue volatility?
Are our vendor contractual terms sufficient in times of market volatility and operational difficulties?

Do we have the structural and contractual flexibility needed to change insourcing/outsourcing
strategy and add/remove individual vendors as the need arises?

Is our organizational infrastructure for vendors sufficiently future-oriented in terms of linking
vendor strategy to our roadmap, monitoring vendor roadmaps, planning for volatility and
contingencies, etc.?
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Assessing individual vendors provides a strong base to determine objectives for
renegotiation ("asks”) as well as tactics such as “gives”.

Example Assessment of Individual Vendors

Potential Renegotiation Asks

Costs * Are volume tiers significantly increasing costs when
volumes decline (as during COVID-19)?

* Is the business case still favorable under lower volumes?
* Does the vendor also have “skin in the game” or is the
customer bearing all the downside from volatility?
Terms * Are force majeure terms clear enough for pandemics
and other national emergencies?
* Do SLAs need to be modified to better address the
realities of situations like COVID-19?
Support ¢ Did the vendor demonstrate that they will do what it
takes to deliver during the pandemic?
* Should governance and ways of working be updated
for remote work, short-term disruptions, etc.?
Future- * Is the vendor’s product roadmap sufficiently innovative?
proofing . s the vendor ready to support our overall roadmap?

Risks » Can we quickly transition the service if the vendor
experiences operational failures or delays?

* Where are the vendor’s weak links (e.g., subcontractors,
services provided from other countries, etc.)?

Price reductions and/or more sharing of volume risk
More flexible tiering structure to account for market-level volatility

Revised contract terms based on learnings from COVID (e.g., force
majeure, SLAs, governance, etc.)

More robust business continuity scenario planning, updated governance
and cooperation structure, more oversight over sub-contractors and
fulfillment locations, etc.

Support for specific roadmap initiatives

Potential Renegotiation Gives

v v Vv Vv Vv

Positive reference and PR support (e.g., be a public case study, etc.)
More flexibility around vendor non-monetary pain points (e.g., SLAs, etc.)
Extended term

Extend scope and/or purchase add-on services

Revised commercial model (e.g., share volatility risk, upside sharing, fixed
fee but with lower volume-based tiers, etc.)
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Flagship Advisory Partners is a boutique consultancy and M&A advisory firm focused on
the payments and fintech marketplace.

About Flagship Advisory Partners
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Thank You

Joel Van Arsdale Erik Howell
Managing Partner Partner

+31 6420 93 466 +420 607 249 640
Joel@FlagshipAP.com Erik@FlagshipAP.com
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