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Risk Planning in Project Management and Contracting Methods: A Critical Evaluation
[bookmark: _Toc225778116]Introduction
Risk management is a cornerstone of a successful project management process. It seeks to systematically find out the factors that might change the way problems or situations arise during a project through investigation, evaluation or action and how to counteract them. Risk is also commonly used to measure one uncertain event or condition which can have a positive or negative impact on project outcomes in terms of cost, time and quality. In this domain, contracting in project management involves formally distributing responsibilities, risks, and obligations between project stakeholders defined by binding or legal obligations. The reason for the need for both risk management and contracting is because they both influence project success in a direct manner. From the perspective of risk management, it is essential to recognize that while managing risks has been identified, it can be a method of structured approach to anticipating and reducing uncertainties while contracting determines how and where to distribute them among different parties. In the worst cases risk management involves an inappropriate contracting strategy or inadequate risk planning leading to cost overruns, delays and contract dispute-ridden project completion. The aim of this essay is to critically analyse the risk management process and the important contracting options: turnkey, multicontract, DIY, hybrid. Also, it explores how the contracting method choice influences risk allocation and project performance, giving relevant case studies.
[bookmark: _Toc225778117]Risk Planning in Project Management
Risk planning is a systematic, ongoing process to ensure that uncertainties are addressed regularly and systematically throughout the project. Hillson (2017) argues good risk management maximizes decision making and increases the chances of achieving the project objectives. It is to be explained in a simplified manner that the first phase is risk identification, involving identifying potential risks that may impact the project. This phase is crucial since risks which have not been discovered cannot be controlled. Techniques to produce a full risk register are quite usual: brainstorming, expert judgment, and historical data analysis (Kerzner, 2022). For instance, the construction sector may face material shortages, labour disputes, or regulatory delays. Early identification of these risks lets project managers get ready for how to react to them. After recognition, risk analysis is performed to determine the likelihood and the impact of each risk. This phase is broken down into qualitative and quantitative analysis. Risk analysis plays an important part in prioritising the risk of project uncertainties, by considering their likelihood and impact. For qualitative analysis, a way to initially evaluate is by organizing the risks in a high, medium, or low level, e.g., risk matrices. Although this can help with quick decisions, it may lack precision. Instead, quantitative analysis provides more in-depth risk assessment and assigns numerical values to risks leading to applications like expected monetary value and simulation modelling. Quantitative approaches have the potential to produce a false sense of accuracy under conditions of high uncertainty where reliable data is scarce. This has led to the widespread perception that qualitative methods must be complemented by quantitative techniques in an integrated approach to aid in making informed choices.
This prioritization process is important because, in this way, resources are allocated to the most significant risks rather than treating all risks equally. Risk response planning is the following step, wherein you develop plans to mitigate the identified risks. Four strategies can be employed: risk avoidance (where that risk is deleted in the project plan), risk reduction (where that risk is reduced to as little as possible or minimal as far as effect is possible), risk transfer (where that risk is transferred to the other party, typically through contracts or insurance), and risk acceptance (where no activity is taken but monitoring) (PMI, 2021). For instance, in infrastructure projects a contractor might transfer financial risk via fixed-price contracts and technical risk such as additional testing and design reviews. The last phase of the process is monitoring of risk and risk management to control and maintain track of risk throughout the life of a project. Risks can be continuous and change over time because of internal or external activities. As a result, project managers need to maintain a risk register, review what is in place for mitigating risk factors, and the risk when new risks appear in the pipeline (Hillson, 2017). This iterative process is necessary and allows maintaining control in overcoming project uncertainties. Essentially, the risk management process offers a framework that aids robustness by increasing project resilience. But how much its effectiveness relies closely on the contracting strategy used contracts determine how risks are spread among stakeholders.

[bookmark: _Toc225778118]Contracting Methods in Project Management
Contracting methods specify how responsibilities, risks, and rewards are allocated among clients and contractors. Selecting the right type of contract is important as it is key to the work of project delivery and the assignment of risk. The turnkey contract is a contract that puts full responsibility for a project’s design, construction, and delivery at one contractor’s disposal. The contractor completes a project, it is complete and ready to use but the client is also rarely involved in the actual completion process (Walker, 2015). One of turnkey contract advantages is accountability, as a single entity is accountable for project delivery. By doing so, coordination complexity is reduced while disputes between different contractors are minimized. Turnkey contracts are also ideal for large infrastructure projects where specialisation is needed. But turnkey contracts are also not without trade-offs. They are, after all, tend to incur higher costs, because contractors include risk premiums in their prices. More importantly, clients are likely to have lesser control over the design and execution aspects of projects leading to lower flexibility and outcomes that fall short of expectations (Kerzner, 2022). However, turnkey contracts can be an efficient way for the client to assign risk to the contractor, which is helpful if you are doing complex and high-risk projects. In contrast, the multicontract approach where client hires many contractors for different aspects of the project. The client has better control of contractors by directly overseeing each contractor and making projects’ plan as the contractor works down to the last minute. It may also decrease costs as it promotes competition between contractors (Winch, 2014). Multicontracting does take a huge coordination element risk, though. Organizing multiple contract vendors requires a capable department, which is not the case when an organisation is poorly organised which is prone to delay and waste and sometimes conflict. Also, sometimes contractors can get in disputes, if and when jobs overlap or are poorly defined. While multicontracting provides the advantage of flexibility and control, it also adds to the complexity of a project’s risk management. Do-it-yourself means to leave it as is the client is responsible for the project internally, with the ability to take advantage of internal resources and capabilities. This approach offers complete control over the project and maintains the resources of companies to retain expertise. It is particularly suited for smaller or internal powerhouse projects or organisations (or for organisations that have already developed strong internal capabilities themselves - Walker, 2015). However, DIY projects are difficult in view of the limited resources and potential skill deficits. In extreme cases, they are resource intensive as well as time-consuming (which will accelerate delays). The client suffers all risks (monetary, technical, and operational) at this stage as well. This makes DIY less appropriate for any complex or large project requiring specialised knowledge. The hybrid system involving multicontracting and DIY comprises the independent outsourcing of certain aspects of the project and retaining other parts in-house. This approach offers a compromise between control and expertise and enables the ability to bring resources from the outside in with organizational oversight (Winch, 2014). The hybrid approach requires good integrated planning of internal teams and external contractors to collaborate effectively, creating a complexity of coordination. Lack of coordination can result in both inefficiency and high-risk scenario in comparison to proper alignment of the two parties. In such cases, the hybrid type of model is more of a favorite among current projects, especially in fields like information technology and property development where adaptability is a requirement.
Critical Analysis and Suitability of Contracting Methods IT System 
When looking critically at the use of contracting methods is a point that have to be considered when discussing their appropriate use or non-use due to the project type, organisational capability and uncertainty. Each of these techniques can be valuable in theory, however, when it comes to practical implementations, particularly in challenging fields like information technology (IT) systems implementation, they struggle to achieve the desired quality. It is usually desirable to use a turnkey contract on work as long the requirement is very clear from the beginning and when the client does not want to be involved in it. Turnkey arrangements are used to manage the implementation of the IT systems when organizations outsource the development of integrated enterprise systems and its delivery to third parties. This strategy may be advantageous in minimizing the client technical burden and shifting risks associated with system development and integration to the contractor (Kerzner, 2022). But the viability of a turnkey contract in IT projects is frequently constrained by the unpredictable aspect of requirements. IT systems change throughout development, and lack of flexibility in turnkey contracts can cause a mismatch between the delivered system and user needs. This weakness can be further illustrated through case studies relating to the Hershey Company and the implementation of an ERP system in 1999. Using SAP and other vendors, they implemented an entire enterprise resource planning (ERP) system in a contractual model that resembled that of a turnkey approach. The basic goal of everything was to optimize operations and increase flow, optimize the supply chain. But the project collapsed due to inadequate integration of systems under strict deadlines and a lack of evaluation. Therefore, Hershey never finished its work for most part of October in the Halloween season, costing some £100 million (Davenport, 2000). One critical issue was the rigidity of the implementation style, to an extent that was not flexible enough to take account of emerging risks and operational realities. It shows that turnkey-style contracts might be unsuitable for IT projects with high uncertainty and changing requirements. Whereas multicontracting tend to be more adaptable for an IT system implementation; due to its flexibility, it is often a good option with respect to IT systems. Organisations that bring in more than one vendor for different parts of the system (software development, infrastructure and support services) can adapt faster to disruptions and take advantage of some specialized knowledge. However, this leads to coordination risks in the system where integrating different system components needs well-implemented governance and communication mechanisms (Winch, 2014). This fragmentation of duties, if not managed well, can cause inconsistencies and delays in the functions of the systems. The DIY approach is suited for small IT programmes or companies such as those who have a full complement of skilled IT resources domestically running the business. It empowers them to have complete input for system design and implementation; this can achieve that the final product supports the organization well. But when managing large scale or complex systems using DIY, because of lack of availability of spare resources and expertise in hardware and software expertise (Kerzner, 2022), it is usually not suitable. Organisations are finding that adopting a hybrid approach, integrating both internal development and outside contracting is the most appropriate for IT system implementation. This allows organisations to maintain ownership of core components but outsources specialised activities through outside personnel. The Hershey incident demonstrates how an ERP integration (i.e. a phased and hybrid approach) would have reduced risk through incremental testing, improved coordination, and greater flexibility to adapt to the situation when new problems arose. On a critical perspective, the appropriateness of any of these contracting methods is strongly correlated the level of uncertainty and complexity in the project. Turnkey contracts are better suited to stable, defined projects, multicontracting and hybrid approach are better tailored toward dynamic environments, e.g IT system implementation. Hershey ERP failure proves that wrong selection of contract risks does not mitigate them, especially in case of flexibility based, testing and involvement of stakeholders. This means looking at, for example, technology uncertainty, the technical intricacy and complexity of stakeholders and organizational capacity in selecting an appropriate contracting method. In such a way, if contracting strategy is integrated into these factors then good risk management can be done all round successful with the project.
[bookmark: _Toc225778119]Linking Risk and Contracting: Risk Allocation and Financial Responsibility
Contracting strategy and risk allocation are central to project success, meaning that most of the risks presented to all stakeholders are distributed through contracts. Alternative contracting strategies allocate financial, technical and operational risks differently, thereby affecting both project performance and stakeholder behaviour. A prime example is turnkey contracts where a large element of risk is transferred to the contractor and thus the client’s direct exposure is reduced. But this transfer usually comes at a price premium as contractors add risk premiums to their pricing for potential risks in the contract. It is the same with a lot of the extra costs, though. In contrast, multicontracting spreads risks between multiple parties, however, coordination and integration risks remain with the client. This goes to show that risk transfer doesn't just eliminate risk but redistributes it. Additionally, rigid risk allocation via fixed contracts is unlikely to work in dynamic and uncertain environments (e.g IT system implementation). Flexible or hybrid contracting models are typically more appropriate to changing project conditions and support adaptable risk management.
[bookmark: _Toc225778120]Conclusion 
In summary, risk management and contracting are a critical part and parcel of the project to the success of a project. The effective risk management approach assists in the identification, examination and mitigation of uncertainty, and contracting strategies specify the allocation of this risk among parties through contracting. The comparison of turnkey, multicontract, DIY, and hybrid schemes reveals that each solution has its own advantages and drawbacks that must be carefully considered in relation to project complexity, uncertainty, and organisational capability. Crucially, the study emphasizes that no mode of contracting, however, can eliminate risk, but all those risks are redistributed among the stakeholders of the project. Thus, choosing a suitable contracting strategy becomes not just a business contract but an act of strategic choice which ultimately controls risk exposure and project performance. The Hershey ERP case is another example of the fallout of wrong contracting/risk management practices. Ultimately a project will be successful when effective procedures for dealing with risk are integrated with careful contracting strategies which are appropriate for the particular type.
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