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4.1 Lump-Sum Contract. This type of contract is used mainly for assignments in
which the scope and the duration of the services and the required output of the
consultants are clearly defined. It is widely used for simple planning and
feasibility studies, environmental studies, detailed design of standard or common
structures, preparation of data processing systems, and so forth. Payments are
linked to outputs (deliverables) such as reports, drawings, bills of quantities,
bidding documents, and software programs. The contract shall include a fixed
price for the activities to be carried out by the consultant and shall not be subject
to any price adjustment, except as provided in paragraph 4.7 of these Guidelines.
Lump-sum contracts are easy to administer because they operate on the principle
of fixed price for a fixed scope, and payments are due on clearly specified outputs
and milestones.

4.2 Time-Based Contract. This type of contract is appropriate when it is difficult to
define or fix the scope and the duration of the services, either because they are
related to activities carried out by others for which the completion period may
vary, or because the input of the consultants required for attaining the objectives
of the assignment is difficult to assess. It is widely used for complex studies,
supervision of construction, advisory services, and most training assignments.
Payments are based on agreed hourly, daily, weekly, or monthly rates for experts
(who are normally named in the contract) and on reimbursable items using actual
expenses and/or agreed unit prices. The rates for experts include remuneration,
social costs, overhead, profit, and, where appropriate, special allowances. The
contract shall include a ceiling amount of total payments to be made to the
consultants. This ceiling amount should include a contingency allowance for
unforeseen services and duration, and a provision for price adjustment for
inflation as provided in paragraph 4.7 of these Guidelines. Time-based contracts
need to be closely monitored and administered by the client to ensure that the
assignment is progressing satisfactorily and that payments claimed by the
consultants are appropriate.
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