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Demographics 
Services / 

Outsourcing / 

Consulting 

15% 

IT / Telecoms 

13% 

Aerospace/ 

Defense 

11% 

Manufacturing 

10% 

Oil / Gas / 

Utilities 

10% 

Other 

41% 

Americas 

47% 

EMEA 

35% 

APAC 

18% 

Buy side 

34% 

Sell side 

36% 

Both 

sides 

30% 



What is the scale of  loss? 

9.15% 
 

is the average impact to bottom-line 

performance that results from 

weaknesses in contract management 

 



What are the major causes? 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

Issues with sub-contractors 

Disputes over pricing 

Inappropriate contract structure or responsibilities 

Performance issues due to disagreement over what was 

committed 

Performance failures due to overcommitment 

Weaknesses in contract change management 

Disagreement over contract scope 

Never 

2% or less 

5% or less 

More than 5% 

More than 10% 



What is the industry variation? 

Oil / Gas / 
Utilities 
14.5% 

Weaknesses 
in contract 

change 
management 

Performance 
failures due 

to over 
commitment 

Aerospace/
Defence  
9.83%  

Disagreement 
over contract 

scope 

Performance 
failures due 

to over 
commitment 

Manufacturing  
6% 

Inappropriate 
contract structure 
or responsibilities 

Weaknesses 
in contract 

change 
management 

Services / 
Outsourcing 
/ Consulting 

4.86% 

Disagreement 
over contract 

scope 

Performance 
issues due to 
disagreement 
over what was 

committed 

IT / 
Telecoms  
5.43% 

Weaknesses in 
contract 
change 

management 

Performance issues 
due to 

disagreement over 
what was 
committed 



Does geography make a difference? 

EMEA 
8.47% 

Weaknesses 
in contract 

change 
management 

Performance 
failures due 

to over 
commitment 

North 
America  
9.47%  

Disagreement 
over contract 

scope 

Weaknesses 
in contract 

change 
management 

Asia   
13% 

Inappropriate 
contract structure 
or responsibilities 

Performance 
issues due to 
disagreement 
over what was 

committed 

Australia
8.5% Weaknesses in 

contract 
change 

management 

Performance issues 
due to 

disagreement over 
what was 
committed 



How do losses manifest themselves? 

52.1% 

26.0% 

76.7% 

26.0% 

0% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

80% 

90% 

100% 

In the form of  claim / 

dispute settlements 

In the form of  liquidated 

damages 

In the form of  project 

delays or cost overruns 

In the form of  lost or 

cancelled business 



How do losses manifest themselves? 

0% 20% 40% 60% 80% 100% 

Aerospace/Defence 

IT / Telecoms 

Manufacturing 

Oil / Gas / Utilities 

Services / Outsourcing / Consulting 

In the form of  claim / dispute 

settlements 

In the form of  liquidated damages 

In the form of  project delays or cost 

overruns 

In the form of  lost or cancelled 

business 



Is there measurement of  losses/capture  

of  data? 

0% 20% 40% 60% 80% 100% 

Aerospace/Defence 

IT / Telecoms 

Manufacturing 

Oil / Gas / Utilities 

Services / Outsourcing / Consulting 

Undertaken by my group / 

department 

Undertaken by the audit group 

Only as a by-product of  the overall 

audit process 

No 



70% of troubled 
projects  result from 
commercial issues 

Consequences on client & supplier 

•Anticipated saving not achieved 

•Cost over-runs 

•Price uplifts to compensate 

•Increase in defect levels 

Consequences on performance 

•Cost of ‘poor’ contract management 
9.15% (average across sectors) 

•Best performing – outsourcing sector 
(4.5%) – extensive investment in contract 
management 

IACCM next phase 

•Create methodology and framework to 
better understand the figures 

•Collaborative approach with selected 
corporate members to test applicability 

Evidence based trade-off and 
business case for improved contract 

management 

Coherent programme of focused 
improvement actions with metrics to 

better understand impact 

IACCM Top Negotiated Terms 2011 

IACCM Future of 

Contracting Study  



What questions should CM groups be asking? 

• Are you under pressure to demonstrate functional 

value and contribution? 

• Have you considered collecting data regarding 

weaknesses in your contracting process? 

• Might you use the data from this research to 

generate management interest and awareness? 

 


