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Session 4 – The Project Team

Outsourcing in Project Management

Contracting an external party (PMC) to complete a contracted task in a specific manner 
until an agreed time and within a certain budget.
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Outsourcing in Project Management

Motivation:

• Faster

• Cheaper

• Expertise

• Resource Shortage
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Outsourcing in Project Management

Problems:

• Control/ Dependency

• Risk

• Conflict

• Security

• Cost
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Outsourcing in Project Management
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Outsourcing in Project Management

Case Study: Outsourcing

Question:

What are the major differences in the two incidents?
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Outsourcing in Project Management
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Outsourcing in Project Management

Best practices:

• Clear Specifications

• Extensive teambuilding and training

• Established conflict and resolution procedures

• Frequent and open communication

• Colocation

• Fair contracts

• Long term relationships
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Outsourcing in Project Management

Possible contracts:

• Fixed Price Contract

• Cost-Plus Contracts

• Time and Material Contracts (T&M)
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Outsourcing in Project Management

1. Firm Fixed Price Contract (FFP)

Any cost increase is born by contractor. Requires precise specifications. No changes unless buyer pays.

2. Fixed Price Incentive Fee Contract (FPIF)

Adds some flexibility to deviate from specifications. Final price determined afterwards and depends on seller 
performance.

3. Fixed Price with Economic Adjustment Contract (FPEPA)

Adds agreed cost provisions for e.g. Inglation, cost alteration of inputs. Needs a reliable index to adjust final 
price. Protects both seller and buyer from cost changes.
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Outsourcing in Project Management

4. Cost Plus Fixed Fee (CPFF)

Seller is reimbursed for the specified cost and receives a fixed fee for their services. 

5. Cost Plus Incentive Fee (CPIF)

Incentive fee depends on achieving certain criteria set in the contract. Cost divergences above/under budget 
are split according to an agreed formula. 

6. Cost Plus Award Fee (CPAF)

Seller is reimbursed for cost but fee depends on subjective buyer satisfaction as based in contract.
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Outsourcing in Project Management

7. Time and Material (T&A)

Hybrid Contract. Buyer and Seller agree on augmentations on a case by case basis. This can happen ad hoc or 
apriori. Cost can go up significantly for buyer. It is important to read the agreement.

All information PMBOK 6th Edition. 
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Outsourcing in Project Management

• Different Options

• Different Risk (Cost)
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Outsourcing in Project Management

Increasingly Strategic Decision and Issue

Increasing integration of Externals into Interna

Trust?

Expertise, Experience and Knowledge?
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Outsourcing in Project Management

Outsourcing becomes (temporary) Insourcing

[...] from control to collaboration [...] (Sloan, 2009)
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