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Common abbreviations and defined terms

This section explains the common abbreviations and defined terms that are used in this User’s Guide.
Defined terms are written using capital letters.

Abbreviation / term

Full terminology / definition

Bank

The World Bank. IBRD and/or IDA (whether acting on its own
account or in its capacity as administrator of trust funds provided
by other donors).

Bid

An offer, by a firm or joint venture, in response to a Request for
Bids to provide the required Goods, Works or Non-consulting
Services.

Bidder

A firm or joint venture that submits a Bid for Goods, Works, or
Non-consulting Services in response to a Request for Bids. To
improve readability, the terms “Bid” and “Bidder” are throughout
this guidance written as “bid” and “bidder” respectively.

Borrower

A Borrower or recipient of Investment Project Financing (IPF) and
any other entity involved in the implementation of a project
financed by IPF. In the context of this guidance, this may include
relevant entities such as a Purchaser, an Employer and Client. In
some contexts of the guidance, such as for Goods (incoterms,
letter of credit etc.) or information systems contracts, for better
clarity, the term “Purchaser” is itself used.

CMP

Contract Management Plan.

Consultant

A variety of private and public entities, joint ventures, or
individuals that provide services of an advisory or professional
nature. To improve readability, the term “Consultant” is
throughout this guidance written as “consultant”.

Consulting Services

Covers a range of services that are of an advisory or professional
nature and are provided by Consultants.

These Services typically involve providing expert or strategic
advice e.g. management consultants, policy consultants or
communications consultants. Advisory and project related
Consulting Services include, for example: feasibility studies,
project management, engineering services, finance and
accounting services, training and development.

Contract

Except when used with defined terms such as Contract Manager
and Contract Management Plan, the term “Contract” is
throughout this guidance written as “contract.” Given the
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multiplicity of times that this term appears in this guidance, this
approach improves readability.

Contract Manager For the purpose of this guidance, “Contract Manager” is a generic
term used to refer to a legal entity, a natural person/team
assigned to/ authority vested on/ delegated to manage the
execution of a contract. Depending on the applicable contract
form, “Contract Manager” may refer to:

e arange of contract management arrangements such as
the:
o “Engineer” in FIDIC: Conditions of Contract for
Construction or Conditions of Contract for Plant
&Design build,
o “Employer’s Representative” in FIDIC: Conditions
of Contract for EPC/Turnkey;
o “Project Manager”, for example, in Bank’s SPDs
for Small Works; or
e the Borrower’s internal team when assigned to manage a
contract.

In generic contexts, and in contexts which require reference to
the Borrower such as in managing the Contract Manager
(Engineer, Project Manager etc.), the term “Borrower” is used.

Contractor The entity named in the respective contracts to execute a
contract for Goods, Works or Non-Consulting Services. To
improve readability, the term “Contractor” and “Sub-contractor”
are throughout this guidance written as “contractor” and “sub-
contractor” respectively. In some contexts, such as related to
Goods contracts, the term “supplier” is also used in place of
“contractor.”

CPM Critical Path Method.

D&B Design and Build.

DBB Design, Bid, Build.

DBO Design, Build, Operate.

Employer The entity named as such in the respective contract e.g.

procurement of Works or Plant based on Bank’s SPDs.

Environmental and Social As described in the Bank’s Environmental and Social Framework.
Commitment Plan

EPC Engineering, Procurement and Construction.
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ESHS Environmental, Social, Health and Safety.

FIDIC Fédération Internationale des Ingénieurs-Conseils-the
international federation of consulting engineers.

Fraud and Corruption The sanctionable practices of corruption, fraud, collusion,
coercion and obstruction defined in the Anti-Corruption
Guidelines and reflected in paragraph 2.2a of Annex IV of the
Procurement Regulations.

GBV Gender Based Violence.
GCC General Conditions of Contract.
Goods A category of Procurement that includes: commodities, raw

material, machinery, equipment, vehicles, Plant, and related
services such as transportation, insurance, installation,
commissioning, training, and initial maintenance.

Investment Project Financing The Bank’s financing of investment projects that aims to promote
(IPF) poverty reduction and sustainable development. IPF supports
projects with defined development objectives, activities, and
results, and disburses the proceeds of Bank financing against
specific eligible expenditures.

Non-consulting Services Services which are not Consulting Services. Non-consulting
Services are normally bid and contracted on the basis of
performance of measurable outputs, and for which performance
standards can be clearly identified and consistently applied.
Examples include: drilling, aerial photography, satellite imagery,
mapping, and similar operations.

Plant The provision of equipped facilities, such as those executed on
the basis of design, supply, installation and commissioning.

Procurement The function of planning for, and sourcing Goods, Works, Non-
consulting Services, and/or Consulting Services to meet required
objectives.

Procurement Documents A generic term used in the Procurement Regulations to cover all

Procurement Documents issued by the Borrower. It includes:
GPN, SPN, EOI, REOI, Prequalification document, Initial Selection
document, RFB and RFP, including any addenda.

Procurement Process The process that starts with the identification of a need and
continues through planning, preparation of specifications/
requirements, budget considerations, selection, contract award,
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and contract management. It ends on the last day of the warranty

period.
Project Procurement Strategy A project-level strategy document, prepared by the Borrower,
for Development (PPSD) that describes how Procurement in IPF operations will support

the development objectives of the project and deliver VM.

Proposal An offer, in response to a request for proposals, which may or
may not include price, by one party to provide Goods, Works,
Non-consulting Services or Consulting Services to another party.
To improve readability, the term “Proposal” is throughout this
guidance written as “proposal”.

Proposer An individual entity or joint venture that submits a Proposal for
Goods, Works, and Non-consulting Services in response to a
request for proposals. To improve readability, the term
“Proposer” is throughout this guidance written as “proposer”.

Purchaser The entity named as such in the respective contract e.g.
procurement of Goods or information systems based on Bank'’s
SPDs.

SEA Sexual Exploitation and Abuse.

Standard Procurement Procurement Documents issued by the Bank to be used by

Documents (SPDs) Borrowers for IPF financed projects. These include, GPN, SPN,

EOI, REOQI, Prequalification document, Initial Selection
documents, RFB and RFP documents.

Subconsultant An entity to whom/which the Consultant subcontracts part of the
Consulting Services while remaining solely liable for the execution
of the Contract. “Subconsultant” is written as “subconsultant” in
this guidance.

Sub-contractor An entity to whom/which the Contractor subcontracts part of the
Works while remaining solely liable for the execution of the
Contract. “Sub-contractor” is written as “sub-contractor” in this

guidance.

TOR Terms of Reference (usually referencing a Consulting Services
contract).

VE Value Engineering.

ViM Value for Money.

Works A category of Procurement that refers to construction, repair,

rehabilitation, demolition, restoration, maintenance of civil work
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structures, and related services such as transportation, insurance,
installation, commissioning, and training.
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Introduction

Preamble

Project implementation under Investment Project financing (IPF) normally includes procurement activities
needed to attain the project development objectives. The Borrower should be mindful that the pre-
contract award processes (such as comprehensiveness of project documents, proper planning, choice of
contract, appropriateness and quality of Procurement Documents, evaluation of bids/proposals etc.) all
contribute to the success of a contract. The Bank has other guidance in place to support Borrowers in the
pre-contract award processes.

Procurement, including contract management, is a critical component of budget
implementation/execution — as defined within the public financial management cycle. Financial controls
should be in place to ensure that funds are available in a timely manner and are used only for the intended
purposes. If there are issues in the budget planning and approval process, such issues should be identified
wellin advance (e.g. during Project preparation) and appropriate arrangements put in place. Undue delays
in making contractual payments puts the Borrower at contractual default, potentially also affecting
contractor cash flow, resulting in contract implementation delays and other complications.

Effective contract management is essential to the delivery of the intended outcomes. This guidance assists
Borrowers in managing contracts (post- contract award) under IPF operations.

Purpose

The purpose of this guidance on Contract Management: Practice (guidance) is to support Borrowers’
contract management practice by illustrating some of the key aspects and issues. It should be kept in mind
that contracts shall be managed in accordance with the contract.

Scope

Contract management is part of the Procurement Process. The processes preceding contract award (such
as procurement planning, selection of contractors etc.) are described in detail in the various procurement

guidance.

This guidance focuses on the contract management activities undertaken during the period from the
award of contract to contract completion. Where applicable, this period includes the defects liability
period and/or warranty period.

Structure of the guidance

This guidance starts from the general and relevant aspects of contract management (such as Contract
Management Plan (CMP), relationship management etc.). It then presents the contract management
aspects of selected categories (such as Works, Goods etc.) to try to support teams involved in managing
one or more of those categories. There is also a section on managing ESHS risks in Works contracts. Teams
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managing one or more of these categories may prefer to refer to the general provisions followed by the
category/ies of interest.

This guidance comprises of practical short case studies to illustrate relevant contract management
aspects. The guidance also comprises of some templates such as for CMP, which may be modified to suit
the needs of a contract.

There is also a separate excel based Contract Price Adjustment Computation Workbook to support
Borrowers in applying contractual price adjustments.

Contract management in Procurement Regulations

The contract management requirements detailed in the Bank’s Procurement Regulations for IPF
Borrowers (Procurement Regulations) set out the framework for contract management, as summarized
in the following table.

N O N

Section V. Aim of contract | The aim of contract management is to ensure that all
General management parties meet their obligations.
ProcEJr.ement In addition, contracts shall be actively managed by the
Provisions Borrower throughout their life to ensure that contractor
performance is satisfactory, appropriate stakeholders
are informed and all contract requirements are met.
Annex |. 2.1 Value for Value for Money (VfM) is to be considered at all stages
Value for money of the Procurement Process, including during contract
Money management.

2.3 h. | Effective VfM is achieved through the application of effective
contract contract management to ensure successful execution of
management the contract and ensure that the deliverables are met as

agreed in the contract
3.6 Contract As part of the contract management activities, the
management Borrower determines the appropriate contract type and
activities contract terms, taking into account the nature, risk, and
complexity of the activity, fit-for-purpose
considerations, optimal allocation of risk and liabilities,
and the roles and responsibilities of the contracting
parties.
3.7 Requirement To effectively manage a contract, for contracts identified
to develop a in the PPSD, the Borrower shall develop a Contract
CMP Management Plan with key performance indicators and
milestone events. The Borrower shall monitor the
performance and progress of contracts, in accordance
with the Contract Management Plan, and provide timely
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Section Para Topic Provision
reports to the Bank. The Bank may use the information
gathered to benchmark performance.

Annex Il 7.1j. | Bank’s prior States that for contracts subject to prior review, if

ErGet e et review requested by the Bank, the Contract Management plan

Oversight including the KPIs will be subject to Bank’s prior review.

Annex V. 3.1 PPSD The Project Procurement Strategy for Development

Project (PPSD) provides the basis for the Borrower to prepare

AT the Procurement Plan and the Contract Management

Strategy for Plan.

Development 3.4 resources The factors to be considered for assessing the Borrowers
resources needs to implement a procurement include
contract management capacity.

3.8 Risk mitigation | The likelihood and impact of each risk shall be assessed,
plan and a prioritized Risk Mitigation Plan developed and
maintained throughout the life of the project, including
during the contract management phase.
3.11 PPSD specifies | The PPSD will identify those contracts requiring a
requirement Contract Management Plan.
for CMP

Annex XI. whole | Content of This Annex outlines the requirements for Contract

GO ot Annex | CMP Management and for monitoring through the Contract

Management Management Plan (CMP).

Annex XIV. 2.1 CMP and PPP Contract management is one of the phases in PPP

Public-Private arrangements.

Partnership 2.2 Resources The Borrower needs to demonstrate that there is

(PPP) adequate institutional capacity to prepare, structure,
procure and manage the PPP project

4.1 Roles The Borrower shall ensure that the output specifications

include how performance will be monitored, including
roles for the government’s contract management team.

Table | — Contract management provisions in the Bank’s Procurement Regulations




The fundamentals

Upstream and downstream phases of a contract

Contract management is the process of actively managing contract implementation to ensure the efficient
and effective delivery of the contracted outputs and/or outcomes.

Effective contract management enables Borrowers to maximize value for money (VfM) in delivering
development outcomes. The focus of contract management is on the activities that are undertaken during
the contract execution/implementation phase, following the award of contract (downstream activities).
However, the success of contract management is strongly influenced by upstream activities such as those
undertaken during the procurement planning, choice of contract, and contractor selection phase.

Good procurement planning

Accurate assessment of development needs, and appropriate
market research. PPSD and Procurement Plan.

Comprehensive specifications

Good understanding of development needs which
are accurately describedin the requirements.

Right contract selection

Appropriate contractual mechanism, including
terms and conditions and allocation of risk.

Selectthe supplierwith the most appropriate
attributes, capacities, and capabilities.

Award of contract==

Practical, thorough plan that is proportional to the
size, value, scope and complexity of the contract.
Proactive delivery management

Manage contract implementation systematically,
with sufficient flexibility where required.

DOWNSTREAM

<4Qdoooopoy

Good relationship management
Develop good communication, trust and understanding
to ensure openness, accountability and trust.

Systematic administration
Full and accurate records to demanstrate
efficient and effective delivery.

Ongoing monitoring & evaluation

Continuous, objective assessment of effectiveness,
efficiencies, impacts, risks and value for money.

Figure I- Upstream and downstream phases of contract



I Contract Management Practice

Contract management objectives
The key objectives of contract management are to ensure that the contract is:

1. delivered on time, at the right place and in the right quantity;
2. completed to the required specifications, standards and/or quality;
3. completed within the agreed price.

Contract management continues throughout the life of the contract. This means that the Borrower needs
to plan for, and undertake:

1. effective and efficient management of performance, delivery and payment;
2. methodical and measured change control;

3. active risk mitigation and management;
4.

agile resolution of issues and disputes.

Plan, do, check

Good project management involves planning how to manage the project, implementing the plan and then
checking the results. Applying to contract management, these key steps are illustrated in Figure Il.

Identify the level and type of contract
Identify the required resources to manage management required based on the
the contract. Prepare suitable Contract scope, scale, value, complexity and

PLAN TO MANAGE QEEREuEs dakn strategic importance of contracted

THE CONTRACT outputs/outcomes to the Borrower.

Assess existing capacity and capability
to manage the type of contract and
supplement expertise (in the contract
management team), if required.

and financial systems. Appoint contract
management team. Liaise with the supplier to
confirm contract management arrangements.

2 Establish governance structure, management

EXECUTE THE PLAN

Proactively manage

3 Track implementfation. supplier the relationship with
performance, delivery against contract the supplier. Identify

requirements z?md standards. Make _ and manage risks and
payments on time for successful delivery. issues, as they arise.

MONITOR THE EXECUTION

Assess the overall results. Check for benefits
realization and value for money. Document
lessons learned to incorporate into future

EVALUATE OUTPUTS/OUTCOMES \glezEEEs

Figure Il - contract management basics: plan, execute, check, evaluate

To achieve good contract performance, Borrowers should ensure that the terms of the contract are
adhered to and that both parties to the contract understand their respective obligations. Contract
management also involves a level of flexibility by both parties and a willingness to adapt the contract
terms to reflect any changing circumstances, as appropriate. Good contract management is strengthened
by systematic and efficient planning, execution, monitoring, and evaluation.
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Role of Contract Manager

Good practice requires that a Contract Manager is appointed for every contract. For small, routine
contracts, this may be one person, who has a portfolio of contracts to manage. For large, complex, high-
value contracts this is normally an entity (Engineer, Project Manager etc.) The Contract Manager needs to
have the appropriate range of qualifications, skill mix and experience.

A Contract Manager needs to multi-task, as for example, shown in Figure Ill.

Monitor and measure
outputs/outcomes

Control payments for
successful delivery

Report to governance Control changes and
group contract vanations

Provide relationship CONTRACT Organize contract admin
management MANAGER andrecord keeping

Prionitize risk Monitor compliance
management with contract terms

Analyze reporting

Figure Ill - Contract Manager responsibilities

Hard and soft skills

A Contract Manager requires an appropriate mix of hard or technical skills (e.g. financial management)
and soft skills (e.g. interpersonal and relationship management). The relevant mix of skills depends on the
nature and complexity of the contract, the levels of risk and the delivery/operating environment.

Hard skills - technical skills

Typical technical skills, knowledge and experience required include:
1. procurement;
2. project management;

3. legal knowledge (at the very least an ability to understand the legal aspects of the contract,
including remedies);

4. financial management;
5. analytics and reporting;
6. administrative, record keeping.

Additional skills may be required because of the subject matter or complexity of the contract. It is
essential to have access to sufficient skills and experience as and when required. For example:

1. civil engineering, water engineering;
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2. environmental and/or social knowledge and skills;
3. safety expertise;
4. systems or IT skills for a software development project;

5. medical expertise when purchasing medical diagnostic equipment.

Soft skills — interpersonal skills

In addition to technical (“hard skills”), a range of “soft skills” are required to build a successful relationship
with relevant stakeholders, and to build successful contract management teams. Examples of relevant
soft skills include:

1. leadership, motivation and team building;

decision making;

interpersonal, communication and relationship management;
mentoring and knowledge transfer;

negotiation and conflict resolution;

time management;
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goal orientated, outcome focused.

Some of the key skills that a Contract Manager may normally possess are listed in Table II.

Feature Relevance

Technical competence: Critical

Thorough knowledge and understanding of the subject matter and all
aspects of the contract (e.g. technical specifications, terms of reference,
conditions of contract, remedies etc.) and full understanding of their
interdependencies (e.g. how to read the bills of quantities in conjunction
with the technical specifications, the method of measurement and the
drawings etc.)

Leadership skills: Critical

Self-motivated, focused, confident, thrives under pressure, calm, decision
making, cooperative, politically savvy, personal integrity, diligent, honest,
team management.

Implementation skills: Important

Organized, efficient, pro-active, can think outside the box, devoted to the
success of the project/contract, resourceful, results focused, risk
management, problem solving, conflict resolution.

Interpersonal skills: Important
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Feature Relevance

Articulate, approachable, persuasive, good verbal and non-verbal
communication, listening skills; emotional intelligence, courteous.

Table Il - Contract Manager key skills

Teamwork

Where a contract management team is formed, a team leader needs to be appointed with authority to
manage the team and clear lines of reporting. The team leader must ensure that the team members are
included and consulted as appropriate. Depending on the size and complexity of the contract, there may
be a core contract management team. Others, often additional experts required for the contract, may
then be called on as required.

Team members need to demonstrate the skills, experience or knowledge for their respective roles. It is
essential that they contribute to the team, are accountable for their areas of responsibility and are able
to communicate effectively to manage risk, coordinate activities and keep the contract to schedule.

Governance and management

Governance is a critical element of contract management. The governance structure is expected to reflect
the Borrower’s circumstances and the needs of the contract. It should be based on an assessment (as part
of the project preparation) of the Borrower’s contract management capacity, with measures to bridge any
identified gaps. A governance structure allows the delegations, accountabilities, responsibilities, decision
making, lines of reporting, stakeholder engagement etc. to be mapped and agreed in advance. It ensures
accountability and probity.

Principles of good contract governance
1. clearly defined roles and responsibilities at all levels;
2. each role has sufficient representation and authority to fulfil its responsibilities;

3. disciplined governance arrangements supported by appropriate systems and controls (especially
tracking progress, monitoring against service levels/quality standards, financial controls (budget,
invoicing, forecasts etc.) and reporting);

4. a multi-tiered decision-making framework which provides for escalation from operational to
management to governance;

decisions made at appropriate authorization points are recorded and communicated;
independent scrutiny of contract progress, outputs and outcomes undertaken on a regular basis;
a comprehensive contract management plan which is agreed and communicated to all parties;

strict control of change management decisions;
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comprehensive communications strategy;
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10. stakeholders are engaged at a level that is commensurate with their relevance to the contract and

in a manner that fosters trust;

11. culture of candid feedback and improvement.

In-house vs. outsourcing

A decision to be addressed at the procurement planning stage, is whether a contract is to be managed in-
house, outsourced or a combination of in-house with additional externally sourced support (limited
outsourced).

