
A procurEngine Guide 

BATNA in Procurement | procurEngine | Page 1 

  



A procurEngine Guide 

BATNA in Procurement | procurEngine | Page 2 

INDEX 

Contents of this guide 

Executive Summary ................................................................................................................................................................... 3 

1. Introduction............................................................................................................................................................................ 4 

2. Why BATNA Matters ............................................................................................................................................................ 4 

3. How a BATNA Weakens Without Anyone Noticing .......................................................................................................... 5 

4. Building a BATNA Before You Need One ........................................................................................................................... 5 

4.1. Assess your current BATNA honestly for each critical category ..................................................................... 6 

4.2. Identify the gap between your stated and actual alternatives .......................................................................... 6 

4.3. Invest in developing alternatives before you need them .................................................................................... 6 

4.4. Use structured sourcing events to keep .............................................................................................................. 6 

4.5. Know your BATNA number ............................................................................................................................... 6 

4.6. Understand the supplier's BATNA ..................................................................................................................... 6 

5. BATNA and Game Theory: The Connection ...................................................................................................................... 7 

6. Connecting BATNA to Category Strategy ........................................................................................................................... 7 

7. Where procurEngine Fits In ................................................................................................................................................. 8 

Appendix I: Author Details ..................................................................................................................................................... 11 

Appendix II: About procurEngine ......................................................................................................................................... 12 

  



A procurEngine Guide 

BATNA in Procurement | procurEngine | Page 3 

 

Executive Summary 

Every procurement negotiation has a turning point. It is the moment when a supplier senses that you have 

no real alternative, and quietly stops competing. You may not see it happen. But you will feel it in the 

final price. BATNA is the concept that determines whether that turning point works in your favor or 

against you. These are not advanced frameworks or complex methodologies. They are the core concepts 

that every procurement leader should have a clear and working understanding of. BATNA is the right 

place to start, because without it, most other negotiation tools have a weak foundation. 

What you will take away 

● Power at the table is set by genuine alternatives, not by spend volume or negotiation technique. 

● Most organizations overstate their BATNA i.e. the stated alternative and the real one are rarely the 

same. 

● Specification lock-in, single-source approvals and long qualification cycles erode it quietly. 

● Alternatives must be developed before they're needed. Qualification always outlasts a negotiation 

window. 

● Knowing the supplier's BATNA matters just as much as knowing your own. 
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Introduction 

BATNA stands for Best Alternative to a Negotiated Agreement. It was introduced by Roger Fisher and 

William Ury in their landmark work on negotiation, and it answers one straightforward question: if this 

negotiation fails, what is your best available option? 

Your BATNA is not your target price. It is not your walk-away number. It is not what you wish you could 

do. It is what you can actually do if the negotiation does not result in an agreement. 

In procurement terms, it is the answer to this question: if this supplier does not come through, what is our 

next best move? 

That next move could be another qualified supplier ready to take the order. It could be a redesigned 

specification that opens up a different supply base. It could be an in-house alternative. It could be a short-

term workaround while you develop a better option. The specifics vary by category, but the principle is 

consistent. The strength of your BATNA determines how much negotiating power you actually hold, 

regardless of how many suppliers are on your list. 

 

Why BATNA Matters More Than Most Procurement Teams Realize 

Most procurement teams focus on negotiation tactics. They think carefully about opening positions, 

discount structures, and how to respond to supplier pushback. All of that matters. But it sits on top of a 

more fundamental question: what happens if the negotiation breaks down? If your honest answer is that 

you have no real alternative, then your negotiation position is weaker than it appears on paper. Suppliers 

figure this out faster than buyers typically expect. Over years of interactions, suppliers develop a clear 

sense of which buyers can actually walk away and which ones cannot. 

Procurement value is created in the negotiation itself, not in the processing that surrounds it. 

BATNA is one of the key factors that determines the quality of what you can achieve at that moment.  

Buyers routinely overstate their own BATNA. The alternative supplier "on the list" and the alternative 

supplier that could actually deliver on the required timeline, quality and volume are frequently two very 

different things. Your BATNA varies significantly depending on the type of category you are dealing 

with. This is where the Kraljic Matrix becomes a useful companion framework. If you have not yet applied 

it to your spend, this is a good starting point: How to Use the Kraljic Matrix to Classify Your Spend 

Categories in Simple Steps. 

For leverage categories, your BATNA is naturally strong. Multiple suppliers, standard specifications, and 

easy switching mean you can credibly walk away. That credibility is what drives competitive pricing.  

While negotiating with leverage suppliers, your BATNA is often weak. Limited suppliers, high switching 

costs, and deep operational dependency mean that walking away is difficult in practice. This is precisely 

why the goal is not price pressure but controlled dependency and long-term alignment.  

https://procurengine.ai/resources/blog/how-to-transform-your-supplier-negotiation-strategy-using-the-kraljic-matrix/
https://procurengine.ai/resources/blog/how-to-transform-your-supplier-negotiation-strategy-using-the-kraljic-matrix/
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While negotiating with strategic suppliers for bottleneck categories, your BATNA may be almost non-

existent in the short term. A single qualified supplier with long lead times and no viable substitute is a 

situation where you need to invest in building a BATNA over time, not assume one exists today. And 

while negotiating with bottleneck suppliers to secure supply without giving away control, understanding 

which quadrant your category sits in is the first step toward honestly assessing your BATNA. 

 

How a BATNA Weakens Without Anyone Noticing 

There are a few patterns which can be repeatedly seen in mid-sized organizations that quietly erode 

BATNA strength over time. 

• Single source dependency that accumulates gradually. It usually starts for good reasons. A supplier 

performs well, the relationship is easy, and re-bidding feels like unnecessary work. Over two or 

three cycles, the supplier becomes deeply embedded. Alternatives have not been maintained. The 

BATNA disappears without a conscious decision being made. 

• Specifications that are written around a specific supplier. When your technical requirements reflect 

one supplier’s product design, you have effectively locked out competition. Your BATNA on 

paper may say three suppliers, but in practice only one can actually meet the spec. This is a 

common pattern in capital equipment and engineered components.  

• Supplier relationships that are more comfortable than competitive. Good supplier relationships are 

valuable. But when the relationship becomes so comfortable that procurement hesitates to run 

competitive events, BATNA strength quietly erodes.  

• Lack of qualified alternatives. Having a long supplier list is not the same as having a strong 

BATNA. I made this point in the buyer attractiveness blog. A BATNA requires an alternative that 

is genuinely ready to supply, not just a name on a database. 

 

Building a BATNA Before You Need One 

The good news is that BATNA is not fixed. It can be deliberately built and strengthened over time. A 

credible BATNA has to be built in advance: identifying genuinely qualified alternate suppliers, running 

structured sourcing events regularly enough that alternatives stay live rather than theoretical, and keeping 

switching costs visible and current rather than assumed. 

Structured competitive events generate near-term pricing benefit while simultaneously keeping the buyer's 

alternatives real for the next negotiation. 
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Step 1: Assess your current BATNA honestly for each critical category 
Go through your top 20 to 30 spend categories and ask one question for each: if our current supplier 

stopped delivering tomorrow, what would we actually do? Be specific. A vague answer usually means a 

weak BATNA. Document this clearly. The exercise alone will surface vulnerabilities you may not have 

been tracking. 

 

Step 2: Identify the gap between your stated and actual alternatives 
Many teams believe they have alternatives until they test them. A supplier that is on your approved vendor 

list but has not quoted in two years is not a live alternative. Run a market test. Confirm that alternatives 

are real and capable before counting them in your BATNA. 

 

Step 3: Invest in developing alternatives before you need them 
The biggest mistake is waiting until a negotiation is imminent to start thinking about alternatives. BATNA 

development is a medium to long-term exercise. Qualifying a new supplier takes time. Redesigning a 

specification to open up a different supply base takes time. Start this work well before the next contract 

renewal. 

 

Step 4: Use structured sourcing events to keep alternatives active 
Even when you are satisfied with your current supplier, run periodic competitive events. This keeps 

alternate suppliers engaged, gives you live market data, and signals to your incumbent that your BATNA 

is real. I covered this in the blog on negotiating with leverage suppliers. Regular competitive bidding is 

not just about price discovery. It is about maintaining the credibility of your alternatives. 

 
Step 5: Know your BATNA number 
This is the practical side of BATNA that many teams skip. Before entering any significant negotiation, 

calculate what your best alternative would actually cost you, including switching costs, qualification costs, 

transition time, and any operational disruption. This gives you a clear reservation point. Any deal worse 

than your BATNA cost should not be agreed to. 

 

Step 6: Understand the supplier’s BATNA 
This is equally important and often overlooked. What happens to the supplier if this negotiation fails? If 

they are heavily dependent on your volume, their BATNA is weak. If you are a small account and they 

have many alternatives, their BATNA is strong. Understanding both sides of this equation gives you a 

much clearer picture of the real negotiating dynamics. 
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BATNA and Game Theory: The Connection 

BATNA is essentially the outside option in a negotiation game. It sets the floor below which no rational 

party should agree to a deal. When both sides understand each other’s outside options, they negotiate more 

efficiently and with less positional posturing. 

In a well-structured procurement event, you are not just negotiating with one supplier. You are creating a 

game where each supplier’s offer is shaped by their assessment of your alternatives. A strong, credible 

BATNA changes how that game is played. Most experienced procurement professionals will agree that 

B2B procurement is never a one time, one to one conversation between buyer and supplier. In reality, it 

is far more dynamic than that. Every supplier is watching your behavior, tracking market conditions, and 

sizing up the other options you may have. They are reacting not just to you, but to what competing 

suppliers are doing. And every decision you make shapes how they respond in the next round. This is 

precisely where game theory becomes relevant to B2B procurement. Game Theory is not just an academic 

concept, it describes exactly what is happening in every supplier negotiation, whether you are conscious 

of it or not. The only question is whether you are applying it deliberately or simply leaving the outcome 

to chance. 

BATNA runs both directions. A supplier facing excess capacity, softening demand, or a shrinking product 

line has a much weaker BATNA than one turning away business, and that asymmetry is often the single 

biggest determinant of how a negotiation actually plays out, more so than any tactic used in the room. 

 

Connecting BATNA to Category Strategy 

BATNA is not always something you can build quickly. In some categories, particularly for strategic and 

bottleneck items, your alternatives are genuinely limited in the short term. The honest response to that is 

not to pretend otherwise, but to be clear-eyed about your position, manage the relationship accordingly, 

and invest in building better options over time. 

In the meantime, you can still negotiate effectively from a weak BATNA position, but the approach 

changes. You focus more on relationship quality, shared risk, and long-term alignment rather than 

competitive pressure. This is exactly what I argued in the blog on negotiating with strategic suppliers. 

The worst outcome is to walk into a negotiation unaware of how weak your BATNA is, use aggressive 

tactics that do not match your actual position, and damage a supplier relationship without getting the result 

you wanted. 

BATNA strength varies systematically by Kraljic quadrant. Leverage categories typically carry the 

strongest buyer BATNA because multiple qualified suppliers already exist. Strategic and bottleneck 
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categories carry the weakest, which is exactly why continuity and relationship management, not price 

pressure, are the right levers there. 

 

One of the practical challenges with BATNA is visibility. Most teams do not have a clear, current picture 

of their supplier alternatives, qualification status, and market pricing across all categories. That 

information exists, but it is spread across emails, spreadsheets, and individual team members. 

This points to a broader truth about BATNA that is easy to state and hard to operationalize: it is not a 

fixed attribute of a category but a function of information. A buyer's true alternatives may be more 

numerous, or more constrained, than assumed. But without a reliable, current view of qualified suppliers, 

capacity, and market pricing, that distinction is invisible until it is tested in a negotiation, often at cost. 

The implication for category strategy is straightforward, if not always easy to act on. BATNA strength 

should not be inferred from habit or from how a category has historically been managed. It should be 

assessed deliberately, category by category, and revisited as market conditions, supplier qualifications, 

and internal capacity evolve. A category that carried weak BATNA eighteen months ago may not carry it 

today; the reverse is equally possible. Treating BATNA as static is itself a source of risk, independent of 

whether the underlying position is strong or weak. 

What separates disciplined category management from reactive negotiation is not the absence of weak-

BATNA categories, every portfolio has them, but the presence of an accurate, shared understanding of 

where they sit. That understanding allows a procurement organization to calibrate its posture deliberately: 

applying competitive pressure where the position supports it, and investing in continuity and relationship 

depth where it does not. The alternative, negotiating without that clarity, does not simply produce 

suboptimal outcomes. It erodes the very relationships that, in weak-BATNA categories, are often the only 

real lever available. 

 

Where procurEngine Fits In 

One of the practical challenges with BATNA is visibility. Most teams do not have a clear, current picture 

of their supplier alternatives, qualification status, and market pricing across all categories. That 

information exists, but it is spread across emails, spreadsheets, and individual team members. 

procurEngine helps procurement teams maintain a structured supplier base, run regular competitive 

events, and keep alternative suppliers engaged and qualified. This is the operational infrastructure that 

makes a strong BATNA possible in practice, not just in theory. 
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Anupam Aggrwal is the Chief Executive Officer and Co-Founder of procurEngine, the AI-powered 

Source-to-Pay platform built by AgileApt Solutions. He has spent more than 25 years handling 

commercial negotiations and helping organizations improve procurement performance through process 

transformation, digitalization and strategic sourcing. That work spans manufacturing, EPC, construction 

and services, where he has helped procurement teams simplify operations, improve spend visibility, 

strengthen supplier relationships and turn sourcing decisions into measurable business value. 

Alongside the executive role, he teaches. He is a guest lecturer to supply chain students at the Mays 

Business School at Texas A&M University and at the Eli Broad Graduate School of Management at 

Michigan State University, drawing on live negotiation and category management practice rather than 

textbook theory. He is based in Austin, Texas. 

  



A procurEngine Guide 

BATNA in Procurement | procurEngine | Page 10 

Appendix II: About procurEngine 

procurEngine is an AI-powered Source-to-Pay (S2P) platform that helps enterprise procurement teams 

streamline procurement operations, improve supplier collaboration, and achieve measurable business 

outcomes. Developed by AgileApt Solutions, procurEngine brings sourcing, procurement, supplier 

management, contract management, purchasing, invoicing, and analytics together on a single, connected 

platform. 

Designed for practical enterprise adoption, procurEngine enables organizations to standardize 

procurement processes, strengthen governance, increase spend visibility, and accelerate decision-making 

without disrupting existing ERP and business applications. The platform combines intelligent automation 

with human oversight to improve efficiency, ensure compliance, and deliver audit-ready procurement 

workflows. 

Whether organizations are digitizing procurement for the first time or modernizing legacy processes, 

procurEngine provides the flexibility, scalability, and integration capabilities required to support global 

procurement operations. 

Global Offices 

 India  North America 

AgileApt Solutions Pvt. Ltd. 

B-821, Advant Navis Business Park 

Sector 142, Noida – 201305 

Uttar Pradesh, India 

Phone: +91 70422 59500 

AgileApt Solutions Inc. 

8 The Green, Suite A 

Dover, Delaware 19901 

United States 

Phone: +1 737 341-9369 

Website: procurengine.ai 

Product: procurEngine – AI-Powered Source-to-Pay Platform for Enterprise Procurement 
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