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Bringing Strangers Into the Project 
 

Oliver F. Lehmann 
 

“An organization's ability to learn, and translate that learning  
into action rapidly, is the ultimate competitive advantage.” 

Jack Welch 

 
Summary 

Project management is changing from an internal cross-functional discipline into 
a cross-organizational business discipline. Project managers today must ever 
more tap the assets of other business entities, such as vendor companies and 
freelancers and turn them into project resources to develop the project 
performance and agility that internal resources alone can no longer deliver.  

The lack of education and literature on the topic makes this transformation very 
difficult for the people involved and bears the risk of costly errors.  

 

Delphine’s Story 

In my last article3 in the Project Business Management series in PM World Journal, I told 
the story of Jack Miller, who had changed job. So far, he had been doing internal 
projects, but his new employer was a company that generates its income through 
customer projects, and Jack was surprised at the vastly different requirements that he 
needed to meet, and for which he was not prepared at all. 

Jack had a colleague and friend over many years, Delphine Smith4, who stayed in the 
company, when he had to leave. 

                                                 
1
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In the following months, Delphine also saw major changes happening to her work; 
changing from doing cross-functional projects with internal projects to cross-corporate 
projects with external resources. In essence, she experienced the same story but from a 
different standpoint and if only she had been prepared for the changes to come, she 
would have been able to cope with them, but she was not. 

The Trend Towards Buy over Make 

In previous articles in the Project Business Management series, I showed that there is an 
observable trend from internal projects to projects under contract. In a growing number 
of projects,  two or more organizations work together to achieve the project results, 
commonly in customer-contractor business relationships, in which the contractor does 
work for the customer and gets paid in return.  

This development splits the project management discipline into two groups: 

- Project manager on customer side, using external resources and paying for them. 

- Project managers on contractor side, whose job it is to bring money home with 
projects. 

 
Figure 1: The trend from internal, cross-functional project management to cross-organizational project business 

management doubles (or multiplies) project manager functions. 

Figure 1 depicts this split inside the profession as a consequence of the trend towards 
customer projects.  

The two types of project managers have to meet different requirements:  

- The first type of project managers takes over internal projects and procures the 
services from vendors. They must ensure that the support from the vendors is 
what is expected and that inside a project supply network (PSN), all parties 
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follow a principle of “Completing over competing”, acting as partners, not as 
parties. 

- The second type of project managers takes over customer projects. Project 
Business Management for them means predominantly “bringing money home 
with projects” and making the customer happy. 

This article will focus on the first group, the experiences of the second were the topic of 
the previous article in this series5. 

There are also project managers who act as “in-betweeners” in organizations such as 
prime contractors. Their organizations are both at the same time, contractors to 
customers and clients of sub-contractors.  

Sitting between the tiers can be a lucrative position, but it can also be a commercial 
disaster. Wherever one is sitting in project business, one should remain acutely aware 
that project business is high risk business for all parties involved. 

Delphine’s Experiences With Outsourced Project Work 

Delphine was a successful project manager during times of purely internal cross-
functional projects. Just like Jack, the colleague already mentioned, she understood how 
to lead without formal authority. She also knew how to make functional managers 
accept operational disruptions. Over the years and a lot of trial and error, she had 
learned how to navigate through storms of power and politics and bring internal 
projects to a successful end. 

Figure 2 illustrates the basic structure of the cross-functional project inside a matrix 
organization. The matrix in most internal projects is weak, seen from the point of the 
project manager, because the business that provides income and give the organization 
the justification to exist is done by the functional organization, not by the project. The 
project is a cost center, the profit that the organization needs to survive is made 
elsewhere in the organization. 

                                                 
5
 (Lehmann, 2018b) 
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Figure 2: A cross-functional project inside a matrix organization located inside a division 

In Delphine’s company, the limitation to internal performance of projects became over time 

increasingly restraining: 

- The lack of a well-working portfolio management process made the company perform 

too many projects at a time, overpowering the work force and leading to competitive 

situations not only between functional organization and project, but also among the 

many projects. Employees were assigned to too many projects at a time and could not 

clearly say, to which project they belonged, and to which not, which caused massive 

motivation problems. 

 

The company’s PMO
6
 tried to develop an effective project selection process, which 

was supported by the company’s C-level managers until they found out that they 

would have to subordinate to a standing process, something they fundamentally 

rejected. By that time, they stopped the development of the process and the number of 

projects performed concurrently grew even further, far beyond of the number that the 

company could cope with given its limited on-board resources. 

- Competitors could already tap into assets of third parties and turn them into project 

resources. Delphine had to come along solely with the assets available inside the 

company as resources. The company was normally quite quick in building new 

capabilities, but with the overburdened staff and physical resources, there was no time 

free to implement improvements, doing research and development, claim patents, 

obtain licenses, sending people on seminars, or doing things calmly in a way that 

allowed controlled learning by doing. The limitations on the own assets became 

particularly hurting at times when competitors showed their supreme agility. 

- Management attention proved to be the scarcest resource of all. The number of 

projects done concurrently not only overwhelmed the employees of the company, in 

addition, management was not able to pay sufficient attention to all of them. 

                                                 
6
 Project management office, a unit unifying organizational project management 
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Management attention is the most critical resource of all. There is no guarantee that 

with management attention, other resources like people, funding, equipment, etc. will 

be available, but without management attention, there will definitively be a shortage 

of all the other resources. This was precisely what Delphine and her colleagues 

experienced. 

- Delphine also had generally no budget responsibility for her projects. She was 

responsible for scheduling, assigning work to people and keeping the spirit high in the 

project’s team, but she did not have budgetary tasks. While this seemed to take burden 

from her shoulders, she often found that not having own money to spend limited her 

options to do the project successfully. 

Delphine escalated her problems to her company’s management, and after some lengthy 

discussions, a decision was made to provide her with an own budget and allow her to procure 

resources from outside the organization that would not be available inside. 

A Make-or-buy decision process got established to identify the areas of project work for 

which Delphine was allowed to find contractors. There is a general tendency to outsource 

more work in projects
7
, and Delphine’s company would have been a good example for the 

mechanics behind this trend. 

A Baptism of Fire in Project Business Management 

Delphine had a great education as a project manager. She had been certified and had 
attended a major number of seminars that had prepared her well for internal projects in 
all technical, organizational, and interpersonal aspects. 

She considered herself also well qualified for the expanded responsibility that comes 
from dealing with business partners under contract, but soon found out soon that she 
was poorly prepared to work with external vendors: 

- Unfamiliar terminology, techniques, and processes: Delphine repeatedly ran into 

difficulties due to misunderstandings when she used wrong terminology and mixed up 

processes. She could not clearly separate a bid from a proposal or a pitch, and she did 

not fully understand the process that led to closing a contract and also the processes 

that should be applied to finally close it off when all obligations had been met.  

 

She also lacked knowledge in contract selection and contracting techniques that would 

ensure that a contractor submits to a “Mission success first” culture like customer-led 

consortia, also known as “Project alliances”
8
, and rolling award fee contracts. 

- Multi-tier project supply networks (PSNs): Delphine’s direct contractors also often 

had subcontractors. These were companies that she did not know personally, often she 

had no idea at all that other organizations were part of her project too. Among these 

companies concealed in opaque PSNs was a number of firms that she would not have 

                                                 
7
 (Lehmann, 2018b, p. 10) 

8
 Described in Lehmann (2018a) and Heptinstall (2016) 
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wanted in her project, due to their lack of carefulness and trustworthiness. One 

contractor on the second tier was even a subsidiary company of the direct competitor 

of her firm. Over the course of the project, confidential information was repeatedly 

made available to that company that should have been kept private. 

 

Figure 3 shows a simplified view on a multi-tier supply network with just two tiers 

and seven contractors. 

 
Figure 3: A project supply network (PSN) consists of a number of contractors, most doing the projects in matrix 

organizations with different rules, cultures, and way to handle multiple resource allocations morre or less successfully 

(compare Figure 2). 

Doing projects with contractors on various tiers meant for her to deal with multiple 

matrix organizations, one or more in each of the contractor organizations. In some of 

these matrix organizations, project managers were strong and influential in others 

rather weak. Some of the organizations had well-working processes to assign 

functional employees as team members to project activities, others had not. While 

certain organizations guard their employees from getting worn off by multitasking 

across different projects, others have no such protection. Dealing with the different 

approaches to leadership in these organizations and with different cultures proved a 

stumbling block for Delphine’s project success. 

- Doctrine of concurrent delays: As a customer, Delphine’s company has contracts 

with tier 1 vendors, but not with those on the following levels
9
, and it is often up to 

just these companies to do the lion’s share of work in the project. They may also be 

the companies that need support by the end customer more than others. 

 

The contractual impossibility to deal directly with subcontractors lead to a telephone 

game situation with slow and unreliable communication lines. Directions that she 

gave to the direct contractors on tier one were often not passed to those on tier 2 that 

would have needed to implement them. 

- Lack of predictability: Predictability in a project is the result of a clear 

understanding of what is going on in the project and of a joint mission to finish the 

                                                 
9
 A legal principle often called “Privity of contracts”. 

http://www.pmworldjournal.net/
http://www.pmworldlibrary.net/


PM World Journal Bringing Strangers Into the Project 
Vol. VII, Issue XI – November 2018 Project Business Management Series  
www.pmworldjournal.net   by Oliver F. Lehmann  

 
 

 

 
© 2018 Oliver Lehmann              www.pmworldlibrary.net Page 7 of 11 

 

 

project timely. However, many contractors were rather “black boxes” for Delphine, 

she had no idea what was done for her project inside these organizations, or not done, 

and whether a vendor would deliver on time or not was information she only got when 

an expected delivery did not take place. 

- Showstoppers in more than one organization: Doing projects in organizations can 

be difficult, when personal, technical, or organizational issues slow down progress or 

even bring it to a halt. With a number of organizations involved, each of them had 

such issues, and Delphine’s lack of in-deep understanding of the contractor 

organizations made it hard for her to identify potential showstoppers early and apply 

effective risk management to them. 

- Cross-corporate team building: Delphine had to connect contractor employees with 

internal ones and with those from other contractors and forge them to become well 

working teams. This intent was regularly obstructed by the multitude of business 

interests that these contractors had and that were often in conflict with those of the 

customer. Conflicts of interests are indeed the number one cause of conflicts in 

Project supply networks (PSNs). 

 

Figure 4 shows results of a survey asking for the frequency of causes of conflicts in 

PSNs. Business interests were the top cause, followed by matters of culture and egos 

leading the companies. 

 
Figure 4: Frequency of causes of conflicts in Project supply networks 

- Fingerpointing: Conflicts turned up between contractors that jeopardized the project. 

The interfaces between them proved to be particularly vulnerable, when performance 

of the project was poor and each contractor did its best to direct blame on other ones. 
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Instead of a “Velocity through trust” culture, distrust and in its wake poor 

communications creeped into the project and made project success questionable. This 

distrust in addition led to massive delays and cost overruns. 

- Increased VUCA
10

: The volatility and uncertainty surrounding the project and its 

properties influenced the project massively. The PSN added to the technical and 

organizational complexity two more dimension, A commercial one and a legal one. 

- The binding nature of the contract: In internal projects, documents such as scope 

statements, schedules, HR plans, etc. are just binding for the project. 

 

Contracts with suppliers and service providers are in contrast binding for the entire 

organization. Many units inside the own organization offered Delphine their help, but 

she found out soon that this help was rather a vehicle to gain influence on the project 

and the companies involved.  Figure 5 shows some of these influencersFigure 5 inside 

ger organization. 

 
Figure 5: Units of the organization that felt to have a vested interest in the project done with external resources. 

- The conflict between completing and competing: Before the contract with a 
vendor is awarded, competitive tools were put in place to reduce the price and 
increase the value of the offerings from vendors during business development 
phases.  
 
When the contractor was selected from those that had submitted offers, it was 
expected to immediately change behaviour and place completing over 
competing. Some contractors were able to do this change, some were not. At one 
point of the contract lifecycle, it got clear that they were rather contract parties 
than contract partners. 

                                                 
10

 For Volatility – Uncertainty – Complexity – Pace, (Nogami, Colestock & Phoenix, 1989)  
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Figure 6: Before contract signature, the focus is on competitive behavior. At the moment of signature, the selected 

contractor is expected to immediately switch to a collaborative behavior. 

- The temporary nature of business relationships in projects: There was 
never sufficient time in Delphine’s project to develop rapport between the 
business partners in client and vendor side. Due to the high time pressure in her 
projects, the collaboration between the parties involved had to function 
immediately, and no time was left to go through the phases of team building and 
finally arrive at a performing phase.  

- Obligations by the customer: In order to do their work properly and timely, 
vendors are often dependent on provisions and enabling services, obligations 
that the customer needs to deliver to the vendor. She found it hard to convince 
her own organization to pay enough attention to meeting these obligations and 
supporting the vendors in doing a good job. 

- Contract types: Delphine had no experience in selecting contract types that 
matched the specific tasks of the contractors. Her company followed a 
contemporary hype requiring “agile fixed price projects”, but these were rarely 
appropriate for the needs of the project. She soon found out that many contract 
types used in project procurement incentivize the wrong behaviour. 

In her first year in Project Business Management, Delphine rejected to deal with these 
matters, that she considered the job of a counsel more than that of the project manager. 
Over time however, she learned that she needed to develop competence in project-
related business subjects. It is like driving a car, where we need to make many decisions 
ad-hoc and without being able to ask a lawyer before we act. Learning project business 
management is like driving lessons: It does not make the lawyer jobless but allows 
making decisions in a contractual environment with a sufficient degree of certainty, 
according to the rules and regulations that we have to adhere with. 

After some years, Delphine finally arrived at the level of proficiency in doing projects 
with contract partners that made her employer feel save to entrust her with such tasks. 
To get to this point, she had to go through long self-learning phases defined by trial and 
error, and while trial was expensive, error in a contractual domain was even more.  
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In a Total-Cost-of-Ownership cost calculation, formal qualification with training and 
coaching would have been the cheaper solution. 
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