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Risk Allocation in Construction contract

Executive summary

The paper aims to shade intensive lights over risks allocation and its related aspects embedded with a construction contract. For this purpose, an in-depth study of different types of risks which generally arisen in large sized construction projects is presented within the paper. For making the context clear, the paper elaborates some significant information about construction contract and different parties which are generally involved within a construction contract. In this section, the nature of different construction contracts is also discussed, which becomes a prime reason behind different types of risk in the contract. Further, the paper discusses different types of risks availed by different parties so that raw data for proper risk allocation can be collected. Next section of the paper elaborates risk assessments and evaluation processes which are quite essential for the project manager to carry out as it help in prioritizing of different types of risks before allocating them. Further section of the paper is related with the risk allocation in a construction contract. The section explores disclaimer method for transferring risk from one party to other. Furthermore different roles played by different parties in the mitigation of risks in a contraction contract are also explained in the paper.
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Introduction
In existing uncertain and highly fluctuating business environment, risk identification and its proper allocation has become an integral aspect of business management practices undertaken by commercial business organizations. In the same manner, proper risk allocation becomes quite essential and crucial in the industries like construction in which, a huge amount of investments are done by management of business organizations. The failure of proper identification and allocation of risks in major civil, mining and other types of construction projects can lead the concerning parties to pay some dire costs as they are needed to invest some significant amount of time, cost and efforts in construction project. Owing to this reason, it becomes quite essential for management of such types of projects and organizations to undertake some of crucial commercial as well as contractual arrangements for the purpose of allocating and minimizing risks involved within their project (Rojas 2009).   


In recent period of time, there are different examples and incidents in which large construction projects have fallen out due to inappropriate allocation of risks during the entire project. These fallouts in construction projects can be proved quite critical as significant amount of resources have been employed within such projects. In the light of this fact, the paper aims to reflect different types of risks involved within a specific construction project and different measures employed for the purpose of allocating risk in the most effective manner so that the entire execution of a project as well as outcomes of the project can be managed. In existing dynamic business environment, different norms and practices related with risk allocation process have been changed quite intensively. A number of different measures and models have been started to be used in normal practices by construction business organization in order to manage as well as allocate risks involved in construction contract (Wu 2010). The paper highlights different measures which are generally adopted by organizations to manage and allocate risks in different construction related projects.  
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