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Definition: A Fixed Outcome contract, also known as a Fixed-Price or Deliverable-Based
contract, is a type of agreement where the service provider commits to delivering a
specific result or set of deliverables for a predetermined price. 

The payment is typically not dependent on the time or resources expended, but rather
on the successful completion of the agreed-upon outcomes.

Fixed outcome
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When to Use Fixed Outcome Contracts:

Advantages:

Cost Certainty: The client knows the total cost upfront, making
budgeting easier and more predictable.

Incentive for Efficiency: The service provider is motivated to
work efficiently to maximize profit within the fixed price.

Clear Expectations: Well-defined deliverables and acceptance
criteria help ensure mutual understanding and alignment.

Key Components:

Clear Deliverables: The specific outcomes or results that the service provider must deliver are clearly defined. These can include
reports, completed projects, products, or any other tangible results.

1.

Fixed Price: The total cost for the project is established upfront. This amount remains constant regardless of the actual time or
resources required to complete the project.

2.

Acceptance Criteria: The criteria that the deliverables must meet for the project to be considered complete. This ensures that the
client’s standards and expectations are clearly outlined.

3.

Timeline: A schedule that includes key dates and deadlines for the delivery of the outcomes. This helps ensure that the project
stays on track and is completed in a timely manner.

4.

Scope of Work: Detailed information on the tasks and activities required to achieve the deliverables. This helps manage
expectations and provides a roadmap for the service provider.

5.

Change Control: Procedures for managing changes to the scope, deliverables, or timelines. This ensures that any adjustments are
systematically handled and agreed upon by both parties.

6.

Disadvantages:

Risk for Service Provider: If the project requires more time or
resources than anticipated, the service provider bears the cost.
Potential for Reduced Quality: The service provider might cut
corners to stay within budget, potentially impacting quality.
Limited Flexibility: Changes in scope or requirements can be

difficult to manage and may require renegotiation.

Well-Defined Projects: When the scope and requirements of the project are clear and unlikely to change.
Limited Budget: When the client needs cost certainty and wants to avoid unexpected expenses.

Simple Deliverables: When the project involves straightforward tasks with clear, measurable outcomes.


