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AGILE Projects and internal contracts: a contradiction?1 
 

Athenais Regnier 

 

ABSTRACT 

The Agile Manifesto was published in 2001, setting up principles and values of a new project 

management methodology, opposed to traditional waterfall approaches and ideal for IT 

development projects: Agile. But this new methodology questions traditional service contracts. 

This paper introduces a new way of realising internal contracts in order to fit Agile projects.  

Different techniques will be proposed, analysed and compared: such as inverting the fixed and 

estimated parts of golden triangle or including checkpoints and exit points in the contract.  

We will see that the most efficient way of bringing flexibility to a contract is to base it on a 

flexible and mutually shared vision of the customer-supplier relationship. 
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INTRODUCTION 

The Agile approach was born because of a simple observation: in most cases, at the beginning 

of a software development project, the customer does not and cannot know what the final 

deliverable will be like. It was necessary to find a way for the customer’s needs to evolve along 

with the project, and to facilitate the interaction between the customer and the development 

team. 

The Agile approach is more and more popular: in a study consisting of a survey on 601 software 

developers and IT professionals, “two-thirds described their company as either pure agile or 

leaning towards agile” (Jeremiah, J. (2016). Agile vs. waterfall: survey shows agile is now the 

norm. Retrieved from https://techbeacon.com/survey-agile-new-norm). This trend applies for 

both external and internal projects as Agile projects have proven to increase software quality 

and customer satisfaction.  

                                                 
1 Editor’s note: Student papers are authored by graduate or undergraduate students based on coursework at 

accredited universities or training programs.  This paper was prepared as a deliverable for the course “International 
Contract Management” facilitated by Dr Paul D. Giammalvo of PT Mitratata Citragraha, Jakarta, Indonesia as an 
Adjunct Professor under contract to SKEMA Business School for the program Master of Science in Project and 
Programme Management and Business Development.  http://www.skema.edu/programmes/masters-of-science. For 
more information on this global program (Lille and Paris in France; Belo Horizonte in Brazil), contact Dr Paul 
Gardiner, Global Programme Director, at paul.gardiner@skema.edu. 
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Indeed, many companies in need of constantly increased performance ask their internal IT 

departments to adopt the Agile frameworks, the most widely used being Scrum and Kanban. 

But most of these departments are also asked to use internal contracts such as SLAs – service-

levels agreements. The aim of these contracts is to make sure that both the supplier and the 

customer, seen as businesses within a business, agree on: 

 a deliverable (product or service) 

 a payment, for example by distributing a portion of the organization's budget 

 a start date and a duration 

 accountabilities 
 

However, the core principles of Agile methods are to prioritize customer satisfaction by early 

and continuous delivery of valuable software (working software is delivered frequently – weeks 

rather than months – and reviewed by the customer for improvement) and welcome changing 

requirements, even in late development. As a consequence, neither the customer nor the 

developer knows exactly what the final deliverable is when the contract has to be signed. 

Following this observation, buyers and jurists gathered and started coming up with solutions, 

and Agile development contracts started to emerge. But in reality, these contracts are not 

innovative legally speaking: they intend to adjust, in a formal way, the flexibility required for 

product requirements evolution. So, logically, it isn’t the contract itself which is “Agile”, but the 

customer-supplier relationship in fact is. 

So how can we establish a contract without knowing what will be delivered? Isn’t it the core 

objective of a contract? 

OBJECTIVE STATEMENT 

This paper aims at defining what key elements can appear in an Agile project contract, 

especially inside a company: we will see how an internal IT department can combine agility and 

legal frame. 

 
METHODOLGY 

ALTERNATIVE SOLUTIONS 

1. Invert the fixed and estimated parts of the golden triangle. 

2. Base the contract on Agile roles. 

3. Divide risk-sharing. 

4. Include checkpoints and exit points. 
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DEVELOPMENT OF OUTCOMES 

 Invert the fixed and estimated parts of the golden triangle 
 

In traditional service contracts, the scope i.e. the actual product or service that is to be 

delivered is fixed from the beginning of the project and well established in the contract, 

whereas the budget and duration are estimated values, established during the project planning 

phase. On the other hand, the Agile methodologies are defined in such a way that costs and 

deadlines should not move, and it’s the product that evolves throughout the iterative 

development. So, it would be much more relevant that the Agile contract would bind the 

maximum amount of money that the client will be charged, and the furthest date at which they 

will be delivered, unless they decide otherwise 

 Base the contract on Agile roles 
 

One of the singularities of Agile projects lies in the importance of the defined roles, divided in 3 

categories linked to their interest in the project: solution-oriented (technical), business-

oriented and project-oriented (management). Agile contracts can focus not on the product but 

on the role of each party and the responsibility linked to this role: for example, it can be 

specified that the business visionary representing the customer should attend the sprint-

review meetings at least one a month. It can also clearly state the rules of communication 

between the customer and supplier, or require transparency from both parties. 

 Divide risk-sharing 
 

It has been observed that estimates on a large time period are unreliable. So, in the 

Foundations Phase of a project, stakeholders agree on a base solution that answers the main 

needs of the customer, and can throughout the project add characteristics to this solution. The 

solution is developed iteratively in short periods called sprints, on which estimates are way 

more accurate. Consequently, risks management should differ: 

 Sprint risks should be owned by the developers (supplier): the sprint should deliver on 

time and on budget as promised, no matter what. 

 Scope adjustments risks should be owned 50/50 by both parties: if the initial proposed 

objectives were too ambitious, the supplier and customer should discuss changes and 

share costs of change. 

 Scope expansion are to be owned by the customer, since they can throughout the 

project decide to have new requirements and ask the developers to add features that 

weren’t initially planned. 
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 Include checkpoints and exit points 
 

Adding flexibility to a contract can simply consists in defining checkpoints during sprint phases 

where supplier and customer can adjust the scope, for example decide to drop some features 

to deliver a better intermediate product at a lower cost. Exit points, less frequent, can also be 

set up at the end of development iterations which are clear conditions under which the parties 

can end the project in a controlled manner. 

 
ACCEPTANCE CRITERIA 

 Invert fixed and 
estimated parts of 

golden triangle 

Base the contract 
on Agile roles 

Divide risk-sharing 
Include 

checkpoints and 
exit points 

Knowledge of 
Agile required by 
parties 

Low High Medium High 

Scalability to all 
types of projects 

Medium Very high High Low 

Facility to apply Medium Low High Medium 

Respect of Agile 
principles 

Very high Very high Medium High 

Balance between 
both parties 

Medium High Very high Medium 

Fig 1. Multi Attribute Decision Making 

 

FINDINGS 

 ANALYSIS AND COMPARISON OF THE ALTERNATIVES 

We will analyse the alternatives described above by using compensatory models. To that end, 

it is necessary to change the relative values (low/medium/high/very high) into scalar values: 

 Knowledge of 
Agile required 
by parties 

Scalability to 
all types of 
projects 

Facility to 
apply 

Respect of 
Agile principles 

Balance 
between both 
parties 

Very high 0 1 1 1 1 

High 0.3 0.8 0.8 0.9 0.7 

Medium 0.7 0.4 0.4 0.4 0.3 

Low 1 0 0 0 0 

Fig 2. Quantitative representation of the attributes 

 

We can now re-assess the alternatives with new values: 
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 Invert fixed and 
estimated parts of 

golden triangle 

Base the contract 
on Agile roles 

Divide risk-sharing 
Include 

checkpoints and 
exit points 

Knowledge of 
Agile required by 
parties 

1 0.3 0.7 0.3 

Scalability to all 
types of projects 

0.4 1 0.8 0 

Facility to apply 
0.4 0 0.8 0.4 

Respect of Agile 
principles 

1 1 0.4 0.9 

Balance between 
both parties 

0.3 0.7 1 0.3 

Total 3.1 3 3.7 1.9 

Fig 3. Relative weighting 

 

 

Rank Weight 

Invert fixed and 
estimated parts 

of golden 
triangle 

Base the 
contract on Agile 

roles 

Divide risk-
sharing 

Include 
checkpoints 

and exit points 

Knowledge of 
Agile required by 
parties 

4 0.13 1 0.13 0.3 0.04 0.7 0.09 0.3 0.04 

Scalability to all 
types of projects 2 0.27 0.4 0.1 1 0.27 0.8 0.22 0 0 

Facility to apply 
5 0.07 0.4 0.03 0 0 0.8 0.05 0.4 0.03 

Respect of Agile 
principles 1 0.33 1 0.33 1 0.33 0.4 0.13 0.9 0.3 

Balance between 
both parties 3 0.2 0.3 0.06 0.7 0.14 1 0.2 0.3 0.06 

Total 15 1 3.1 0.65 3 0.78 3,7 0.69 1.9 0.43 

Fig 4. Additive weighting technique 

 

RANKING OF THE ALTERNATIVES 

The analysis shows the best solution to have an Agile contract is to (best to worse): 
  

1. Base the contract on Agile roles 
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2. Divide risk-sharing 

3. Invert fixed and estimated parts of the golden triangle 

4. Include checkpoints and exit points 

 
It is important though to keep in mind that these solutions may be combined in order to create 
a truly flexible Agile contract. 
 

PERFORMANCE ANALYSIS 

This paper aims to show that Agile methods can be used by internal services even for large, 

complex projects and even without being an absolute expert in Agile methods. As a 

consequence, this analysis has been based on these presumptions, to see which alternative is 

more comfortable for a company to use the Agile framework. A survey could be realised on IT 

project managers of different companies to really assess the importance given to each criterion 

which as a great influence on the final result of this analysis. 

 
CONCLUSIONS 

The objective of this paper was to see what key elements can be used to combine legal frame 

and agility. We’ve seen different techniques such as inverting the golden triangle: 

 

But the two solutions that appear to be more appropriate are using Agile roles to create the 

contract, as well as dividing risk-sharing. These solutions prove that it’s not really the contract 

itself that need to be Agile, it’s the customer-supplier relationship. The opposition between 

supplier interests (his rentability mainly) and those of his customer reflect the limits of 

traditional internal services, which become more and more inefficient. 
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In an exponentially competitive economic environment, the organization has to constantly 

evolve, which is why the “classical” service contract needs to make way for techniques of 

continuous adjustments. 
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