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Project Risk and Contract Strategy: A Critical Perspective on Management Approaches

[bookmark: _Toc224912691]Introduction
Risk planning is an intrinsic part of the project management process as all projects operate within conditions of uncertainty that may influence their outcomes. Risk is defined as an uncertain event or condition that, if it occurs, can have a positive or negative effect on project objectives such as cost, time, and quality (Project Management Institute, 2021). Proper risk management becomes an important requirement to successfully execute a project that is complicated and costly in general in high uncertainty enterprise. Risk control is not the only critical consideration for effective risk management outside of risk planning, but contracting mechanisms also heavily impact the distribution of risk and its handling by the parties involved. Contracting is the division of labour between the parties, for its part is defined as the arrangement through which responsibilities, resources, and risks are allocated between clients and contractors. Types of contracting processes such as turnkey, multicontract, DIY and hybrid contracting approach heavily impact on the performance and risk exposure of a project. This essay seeks to critically assess the project management risk planning procedure and to assess four main contracting approaches. It also examines the ways in which these approaches influence risk allocation based on their impact on this type of risk and is supported by comparative and real-world data. This essay assumes an academic approach to highlight the level of both theoretical and practical understanding through the development within the discussion.
Risk Planning in Project Management
Risk management is a formalized process for managing the threat or uncertainty encountered in project management activities. It is well accepted that risk cannot be eliminated, but may be managed effectively (Hillson, 2017). The four steps of a risk management approach are identification, analysis, response, and monitoring and control. The project identifies risk identifies what activities have potential impacts on any part of the project and develops a system for this. To achieve this, professionals might use several techniques including expert judgment, brainstorming sessions and review of past data. Kerzner (2022) mentions identification of early risks is one of the primary causes of project failure in this stage. unidentified risks cannot be mitigated. In construction projects for instance, risks associated with disruptions to the supply chain or regulatory lag should be recognized beforehand in order to mitigate the consequences. Once identified, following is identified the significance of each risk. Qualitative and quantitative approaches can be found in this stage. It is important to note that qualitative analysis is characterised by a categorisation of risks as to their likelihood and impact often utilising a tool such as a risk matrix. Quantitatively, on the other hand, uses numbers to better measure risk exposure. In this phase, risks are prioritized, to ensure project resources were devoted effectively to those that posed the principal risks (Project Management Institute, 2021). The risk response as described there as the third stage is the process of forming strategies to deal with identified risks. Typical are avoidance, reduction, transfer, and acceptance. And these options are different depending on the risk type and your project. For example, the transfer of risk is often contractual in nature suggesting that the relationship between contract and risk planning is very strong. As Hillson (2017) stresses, sound risk responses take a proactive approach to manage risk, so that organizations manage risks in a way that minimizes damages and maximises potential opportunities. Lastly, monitoring and control consist of all aspects of project monitoring and control and monitoring risk from day one. Risks are dynamic and, as mentioned earlier, evolve with time and must therefore be updated with regularity and reevaluated with respect to risks register and risk mitigation process. It makes sure new risks are identified and existing responses are effective. Risk strategies, however well-organized, could already be outdated if continuous monitoring does not help them to be effective.

[bookmark: _Toc224912692]Contracting Methods in Project Management
Contracting mechanisms regulate who has responsibilities on projects and what risk the project will involve and how it is shared among project stakeholders. Each method has a clear set of strengths (and weaknesses) that can be either by design, risk and management of the project. The turnkey contract is defined by subcontracting all responsibility to a single contractor who guarantees the delivery of a complete and operational project. This method makes the project management of the project easy for the client, as the contractor takes on the responsibility for design, construction and delivery. The client’s participation is thus cut in the process; the client loses a lot of influence. This convenience, though, also comes at a higher cost, since risk-based pricing is typically charged up front on the contract. In addition, turnkey contracts restrict flexibility and diminish a client’s ability to influence decisions about a project. Although less well-defined (Turnkey Contracts), the more typical use cases of turnkey contracts are in large infrastructure projects where clients prefer to reduce their direct participation (Kerzner, 2022). On the other hand, a multicontract framework sees the client must use several contractors to complete tasks associated with the project. This arrangement gives more freedom and flexibility to the client, for each element of the project. With separate contracts negotiated by a client, it may also provide cost savings. But this technique leads to a lot more complexity around coordination. The client must be the one orchestrating the contact between the contractors and, when improper, lead parties to argue and drag out a project. The degree of successful application of this approach may very well be dictated on customer’s project management competences (Davies et al., 2017). The DIY method, or do-it-yourself method, requires the client to finish work internally without depending on external contractors. By doing so, maximum control, knowledge and expertise is retained by organisations. But it demands significant internal resources and can expose the organisation to higher risks if it lacks specific know-how or expertise. DIY projects are more effective for smaller or in-house-specific initiatives. The hybrid approach (multicontract with DIY components) is a versatile solution that can meet the need for a combination of internal and external resources. In the model, for some elements of the project, you are engaged and for others, your work is outsourced. By doing so, they can utilize external expertise whilst retaining ownership of key components. Nonetheless, it adds more complexity in coordination, integration and even the need to manage it to guarantee its success.
[bookmark: _Toc224912693]Critical Analysis: The London Crossrail Project
The importance of contracting methods and risk planning can be efficiently illustrated through the construction of one large infrastructure upgrade, London Crossrail, in Europe. The scheme was dominated by multiple contractors who had to take on different parts of the railway system which is considered a multicontract system. Such approach is meant to offer flexibility in the application of expert expertise when varying from project to project but has also led to risks in terms of coordination and integration. From a risk planning standpoint, the Crossrail project initially displayed a risk management framework in place, which encompassed formalized risk identification and analysis processes. This was helpful, but the team underestimated numerous critical risks, particularly in terms of system integration, and interdependencies among contractors. According to Davies et al. (2017), the task of coordinating multiple contractors was so complicated, that a fragmented project environment resulted in communication failures among contractors becoming a significant challenge. One interpretation of this indicates that risks may have been identified, but their potential consequences were not fully understood or properly managed. These outcomes owe their formation to the multicontract approach. The client retained high oversight but also a lot of coordination risk though many contractors were taking many of the responsibilities. In principle, the approach provided more flexibility and might add savings. However, the Crossrail had massive delays and budget overruns and costs exceeding £18 billion and completion was widely delayed. This realization brings to the forefront one of the major limitations of using multicontracting approach, that is responsibility is divided from different parts which leads to no accountability of each part or difficulty in interface control between different project elements. Moreover, it highlights some of the weaknesses in the risk response phase. While risk mitigation measures were put in place, they were frequently reactive instead of proactive. For instance, integration challenges between signalling systems and station infrastructure surfaced beyond the project's earliest stage of planning, suggesting that earlier risk responses were inadequate. Kerzner (2022) suggests that good risk management involves a clear ability to predict complex interdependence which especially applies to large-scale projects. For Crossrail, not adequately dealing with such interdependencies was key to project delays. A second major issue that comes with the risk monitoring and risk control. Despite the existence of risk registers and reporting systems, the dynamic nature of risks was not adequately managed. As the project evolved, new risks were created that were inadequately integrated into the current management models that had not been well integrated into the existing management model while there were also no such mechanisms. This is a common challenge that exists in megaprojects where traditional risk management approaches are not up to the challenge (Hillson, 2017). Despite the challenges identified, we acknowledge that the multicontract solution was not a bug but needed to be supplemented with better governance and integration mechanisms. The Crossrail case highlights that the validity of a contracting approach is not only a function of its conceptual merits but also of its execution. Better communication, more concrete accountability mechanisms, and more aggressive risk management probably might have obviated much of what we experienced. Crossrail project compared to other contracting mechanisms demonstrates the conflict between control and risk exposure. The client was able to keep control over a variety of contracts, but this took place at the expense of complexity and coordination. It indicates that in case of very complex projects risk management would be more effective if more integrated or collaborative contracting. It is argued that the project has presented an early warning about the effect of new contracting tactics in risk planning and in project delivery when controlling risk. It shows that multicontracting can provide flexibility and control but still necessitates sophisticated risk management expertise to cope with the obstacles posed by harmonization and linkage issues. In the absence of these capabilities, the risk of delays, cost overruns, and project inefficiencies surges.

[bookmark: _Toc224912694]Contracting Methods
Risk allocation across contracting approaches differs markedly. Under turnkey contracts risk is shifted towards the contractor which decreases the client’s exposure but increases the project cost. On multicontract contracts, most of the risk is borne by the client particularly with respect to integration and coordination. DIY projects are completely in the hands of the client and are therefore for organisations who have sufficient expertise. Hybrid models spread risk more evenly, enhancing collaboration and shared responsibility. Control and flexibility vary, of course, between methods. Turnkey contracts give less control but reduce complexity while multicontract and DIY agreements, on the other hand, impose further management demands. Hybrid models strike a balance and allow organisations to retain control over critical functions while also accessing third party expertise and assistance. In terms of cost, turnkey contracts are usually the most expensive because of risk premiums that are included. Cost savings can be achieved through multicontract approaches but can lead to delays and disputes. DIY projects limit external costs while demanding substantial internal spending. The hybrid methods intend to bring in internal and external resources to enhance cost efficiency.
[bookmark: _Toc224912695]Conclusion
According to the literature on risk planning, risk planning is a critical project management task, helping organisations to manage uncertainties; they enhance project performance and get better outcome. The steps and process for identifying, analysing and responding to risks are not only structured, but a tool for good decision making. But the success of the risk planning depends on contracting method directly. This essay analyses four common contracting methods and has argued that the approaches have their own limitations and advantages. The examination of real-life case studies clearly demonstrates that, although multicontract strategies create coordination problems, for hybrid models, collaboration can improve, and that the risk can be decreased. At the end, there is not one best contracting method, the selection of these must be based upon the project complexity, organisational capacity and willingness to accept risk. To do this, risk planning for a project needs to be linked with an appropriate contracting strategy. In doing so, organisations can better deal with uncertainty and increase their chance of success in achieving the project outcomes.
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