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Chapter Description

• Aims
– The aim of this chapter is to develop the basic understanding with the procurement and contract 

management processes. 

• Expected Outcomes
– Common terms used in Contract and Procurement

– Contract and Procurement activity

– PMBOK procurement management processes

– Contract Life Cycle

– Project Manager's role in Contract and Procurement processes

• Other related Information
– Study Guide: Project Management Body of Knowledge (PMBOK)

• References
– Ashworth, Allan. Contractual procedures in the construction industry. Pearson Prentice Hall 2006. 

– Broome, Jon. Procurement routes for partnering: a practical guide. Thomas Telfor, 2002.

– Bockrath, Joseph T. Contracts and the legal environment for engineers and architects. McGraw-Hill 
Science, 2000.



Content #1

• What is procurement?

• Why need for outsourcing?

• What is contract?

• Project procurement management 

• PMBOK procurement management processes 

• Role in the contract life cycle 



WHAT IS PROCUREMENT?



WHAT IS PROCUREMENT?

• Procurement is the process

of attaining goods, supplies

and/or services from a

source external to the

procuring organization.

• Additional terms may

include purchasing,

outsourcing/ subcontracting.



WHY NEED FOR OUTSOURCING?

• To cut down buying/ownership and operational expense 

• To allow the procuring organization to emphasis more on 

its main endeavors  

• To acquire new expertise and machineries

• To provide multiple technical and commercial options

• To have convenient access to the newest technology 

• To transfer accountability and lability to the other party 



WHAT IS CONTRACT?



WHAT IS CONTRACT?

• A contract is a legal and formal settlement of an
agreement between the offeror and the offeree under
which both of the entities are obliged to perform their
responsibilities as stated in the agreed terms and
conditions. Failure to do so by either party will come
under breach of contract.



WHAT IS CONTRACT?

• A Contracts as a risk management tool

• Legal obligation to fulfil/perform

• Enforced through the courts



PROJECT PROCUREMENT 
MANAGEMENT

• Project Procurement Management include procedures

necessary to acquire supply/goods and services. Due to

its strategic importance, it is a customary practice that all

organizations formulate stringent polices for acquisition as

it is directly concerned with productivity and profitability. It

includes many financing options and alternatives

methods.



PROJECT PROCUREMENT 
MANAGEMENT
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PMBOK PROCUREMENT 
MANAGEMENT PROCESSES 

1. Plan Procurements

2. Conduct Procurements

3. Administer Procurement

4. Close Procurements

Ref: PMI PMBOK



PMBOK PROCUREMENT
MANAGEMENT PROCESSES 

Ref: PMI PMBOK



ROLES IN THE CONTRACT LIFE CYCLE

• Effective contract and procurement management

ensures customer satisfaction and contractor profit

• Serves customers by providing them with a controlled

effective job and good communications

• Establishes clear expectations of both parties

• Anticipates and handles disputes as they arise

• Ensures compensation for the deliverables achieved.



Conclusion of The Chapter

• Conclusion #1

– Procurement process involves the procedures necessary to

acquire goods & services.

• Conclusion #2

– Contract is a formal document or agreement that defines the

working relationship between the client and the contractor
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