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Project management is the process of planning, organising and controlling resources in a way that will achieve a given set of objectives within a set of constraints that are time, cost, and scope. Risk management and contracting strategies are two important factors that largely determine the success of a project. Risk management involves systematisation in the identification, analysis and responding to uncertainties that could impact the project outcome, whereas contracting is the process of determining how the responsibilities will be assigned and how the project work will be undertaken. Risk planning is useful to minimise the disruptions and enhance the quality of decision-making, and proper contracting approaches are used to provide efficient coordination and resource mobilisation. On the other hand, inappropriate risk planning and inappropriate contracting may result in delays, cost escalation and project failure. This essay evaluates the significance of risk planning and how it works critically, analyses four contracting techniques, their benefits, shortcomings, and their applicability to various contexts of projects.
Project management risk is any uncertain occurrence or state that can either positively or negatively impact the project goals. It is an intrinsic aspect in any project since there is always uncertainty in planning and implementation. Three main factors characterise risks, which are impact, uncertainty and probability. Uncertainty is an expression of the fact that an event could or could not take place, probability is the likelihood of the event taking place, and impact is the degree of the resultant consequences on the project performance in terms of time, cost, and quality (Ayala-Cruz, 2016). Risks may be of various sources, including technical issues, financial constraints, environmental factors and human aspects. In the case of construction projects, one can expect risks associated with the change in weather, labour shortage, or changes in the cost of materials that are not predictable. Unless adequately handled, these uncertainties may upset the project schedules and budgets (Kerzner, 2025). Effective project management requires one to understand what risk entails and what its nature and characteristics are. It helps the project managers to foresee the possible problems and prioritise risks by their severity, and to allocate resources effectively. The absence of a clear idea of risk will result in more susceptibility of the projects towards unforeseen disruption, ultimately causing delays or even failure. Thus, the awareness of risk is the key to successful project planning and implementation (Hillson and Simon, 2020).
Risk management is a process that is systematic and ongoing and has five steps, which comprise identification, analysis, response, monitoring and control. All these phases are very important in making sure that risks are dealt with in a systematic and efficient manner during the entire project life cycle (Nicholas and Steyn, 2020). Risk identification entails the identification and listing of possible risks that might affect a project. The key methods that are employed during this phase are brainstorming, expert judgement, checklists, and historical project data analysis. This phase is essential in the sense that it gives an early alert on potential threats and opportunities (Meredith et al., 2017). The significance of risk identification is the fact that it is proactive in nature. This would help project managers create the right strategies to avoid the problems before they manifest through risk identification. As an example, the likelihood of disruption of a project can be minimised by determining the possible delays by suppliers early enough to put in place contingency measures. Nevertheless, one of the main shortcomings is that not every risk is predictable at the very first phase. Given the dynamic nature of projects, there can also arise new risks as the project progresses, and therefore, there is a need to have constant identification of such risks during the project lifecycle (Srinivas, 2019). Risk analysis entails the evaluation of the probability and the possible effect of the risks identified. This step is used to prioritise the risks and identify those that need urgent action. Risk analysis may be done through a qualitative approach, e.g. risk matrices, or a quantitative method, e.g. simulation models (Virine, 2013). This step is important since it facilitates sound decision-making. The risks with high probability and impact are the ones that should be acted upon immediately, and lower-level risks can be tracked. Nevertheless, both approaches are constrained in some way. Quantitative analysis would give more accurate results but needs verifiable data and technical skills, which, however, are not always available. On the other hand, qualitative analysis is simpler to apply, but it might not be accurate. Thus, a mix of the two strategies frequently results in more balanced and successful risk evaluation. Risk response is aimed at preparing measures to tackle risks that have been identified. Typical methods are risk avoidance, risk mitigation, risk transfer and risk acceptance. This step is necessary since it transforms risk analysis to practicable measures. As an example, a project manager can avert a risk by altering the project plan, mitigate it by lessening its effects, allocate it by insurance or outsourcing, or accept it in case the risk is minimal. The success of this step will be determined by the choice of the right responses depending on the type of risk (Shishodia et al., 2018). The stage is characterised by a high probability of cost-increases or unforeseen consequences of poor decision-making, which explains why it has to be evaluated carefully and planned. Risk monitoring is a process of monitoring the identified risks and discovering additional risks during the project lifecycle. This involves periodical reviews, auditing and performance evaluation. Monitoring ensures that the risk responses keep on being effective and relevant in the dynamic project environment. The significance of this stage is that it is dynamic. Projects are their constant variables, and new risks can occur anytime. This constant tracking will help the project managers to note these changes at an early stage and change their strategies (Srinivas, 2019). Without proper monitoring, the already identified risks can continue to grow, and the new ones can remain unnoticed, where they can pose a threat to the success of the project. Risk control can be described as corrective measures undertaken to take place when risks arise and to make sure that risk management plans are correctly implemented. It also includes the revision of the risk documentation and record-keeping as a reference (Kerzner, 2025). This phase is very important in ensuring the stability of the project and also making sure that the deviations are handled promptly. Risk control is effective in making sure that the project is kept on track with its goals despite uncertainty. Risk strategies can never work out without proper control mechanisms, even when planned well. Risk control is, hence, critical towards the overall success of the risk management process.
Contracting in project management is the process of assigning responsibilities, risks and tasks to the project stakeholders. The choice of the right contracting method is a crucial factor in influencing the performance of the project, cost performance, and the possible allocation of risks (Harrison and Lock, 2017). The various contracting methods have different degrees of control, flexibility and risk sharing, and it is therefore crucial that the project managers select the best method depending on the nature of the project.
Turnkey contracting is a contract where only one contractor is involved, and they undertake the process of designing, carrying out a project and delivering the whole project. The client gets a fully functioning facility at the end of the project and has had minimal input in the life-cycle of the project. The benefit of this approach is that it is very easy for the client. The complexity in the coordination is also minimised because all processes are controlled by one contractor (Kerzner, 2025). Moreover, the majority of the project risks, such as design and construction risks, are delegated to the contractor, which can offer a client a higher degree of certainty. Nonetheless, this risk shifting usually results in increased costs in projects, because the contractors tend to add risk premiums in their project quotations. The turnkey contracting, in spite of its merits, has significant shortcomings. The clients do not have much control over the project contents, and this can lead to a situation where the outcomes are not as the client anticipates them to be (Jain, 2020). The contractors also have the threat of focusing on reducing costs at the expense of quality in order to maximise profits. Thus, turnkey contracts are appropriate when dealing with large-scale infrastructure/industrial projects like power generating stations and highways, but the selection of the contractor and the specifications must minimise the potential disadvantages.
Multicontracting is the process in which the client contracts several contractors to do various aspects of a project, including design, construction and specialised services (Chatterjee and Chatterjee, 2020). Under this model, the client will be the one to coordinate and manage these contractors. This approach provides more control in the execution of the project, whereby the client is in control of hiring specialised contractors to do certain work. It may also result in cost savings by competitive tendering, where various contractors compete for various components of the project. Moreover, it gives the opportunity to handle changes in the project and adjust to the changing needs. Multicontracting makes it very complicated. The fact that various contractors are to be coordinated supports the risk of miscommunication, delays, and disputes among the parties. The client should also have good project management skills so that these challenges can be well handled. As well, the client retains risks as opposed to transferring them, and this could result in higher uncertainty of the entire project. This approach is especially appropriate to complicated projects that demand various skills, including big construction or engineering projects. However, its functionality is greatly reliant on the capacity of the client to control coordination and communication.
The Do-It-Yourself (DIY) approach entails the client executing a project with the use of the internal resources without the use of external contractors (Fox, 2014). This is the most controlling process and decision of the project. Cost efficiency is one of the most important benefits of DIY contracting because it will eradicate the contractor fees and profit margins. It also gives more ability to flex and have direct control of quality and schedules (Kondev, 2017). Nevertheless, this strategy is costly in terms of skills and resources as well as organisational ability. The threat of ineffectiveness, delays and mistakes is bound to increase significantly in the absence of sufficient skills and experience. One of the main limitations of DIY contracting is that it could overload the internal teams and affect their productivity and the project results. Consequently, it is best applied in small projects or organisations that are well-equipped in terms of internal capabilities and experience in the management of projects.
In multicontract with a DIY hybrid model, internal project management is combined with external contractors, who do specialised tasks (Fauchart et al., 2022). The approach is meant to strike a balance between control and expertise, taking advantage of internal capabilities and outsourcing complicated parts. The main benefit of this method is that it is flexible. The organisation can maintain control over the major factors of the project and have the experience of expert contractors. It is also cost-effective since only certain activities are outsourced. Moreover, it is a more effective way of allocating resources and providing flexibility. Nevertheless, this method has its problems as well (Kondev, 2017). It requires good coordination between internal and external contractor teams, and in case of failure to control this interaction, conflict and inefficiencies may occur. The greater complexity necessitates good management abilities and clarity in the communication organisation (Harrison and Lock, 2017). The approach is especially appropriate when it comes to medium- or large-scale projects in which organisations are interested in keeping everything in control but do not have the expertise in some domains. It offers a middle ground, but it has to be well planned and coordinated to achieve success.
To summarise, risk planning and contracting are the key elements of effective project management. Risk management is an activity that aims at identifying, analysing, responding to, monitoring, and controlling risks during the project lifecycle. The stages are critical in reducing uncertainty and improving the project's success. On the same note, different contracting practices like Turnkey, Multicontract, DIY and hybrid practices have various benefits and constraints. The method used should depend on the complexity of the project, resources available and the level of control that is required. Finally, incorporating proper risk planning and proper contracting strategies would allow project managers to accomplish project goals efficiently and sustainably.
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