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Professional Certificate in Contract Law for Project Managers

Project Contracting Strategies

Project contracting strategies are essential components of project management, and understanding the key
terms and vocabulary is crucial for effective contract administration. A contract is a legally binding
agreement between two or more parties, outlining the terms and conditions of a project. It is a critical
document that defines the roles, responsibilities, and obligations of each party involved. In the context of
project management, a contract is used to establish a clear understanding of the project scope, timeline,
budget, and deliverables.

One of the primary objectives of a contract is to allocate risk between the parties involved. Risk allocation is
a critical aspect of contract management, as it determines which party is responsible for managing and
mitigating specific risks associated with the project. A well-structured contract should clearly outline the risk
allocation, ensuring that each party understands their responsibilities and liabilities. For example, in a
construction project, the contractor may be responsible for managing and mitigating risks associated with
site accidents, while the client may be responsible for managing and mitigating risks associated with
changes to the project scope.

Another essential aspect of contract management is payment terms. Payment terms outline the amount,
method, and timing of payments to be made by the client to the contractor. A contract should clearly
specify the payment terms, including the payment schedule, payment method, and any applicable penalties
for late payment. For instance, a contract may specify that the client is required to make monthly payments
to the contractor, with a 2% penalty for late payment.

Contracting strategies are also critical in project management, as they determine the approach used to
manage and administer the contract. There are several contracting strategies, including fixed-price
contracts, cost-reimbursable contracts, and time-and-materials contracts. A fixed-price contract is a type of
contract where the contractor agrees to complete the project for a fixed amount, regardless of the actual
cost. This type of contract is often used for projects with well-defined scope and minimal risks. On the other
hand, a cost-reimbursable contract is a type of contract where the client reimburses the contractor for the
actual costs incurred, plus a fee. This type of contract is often used for projects with high levels of
uncertainty and risk.

A request for proposal (RFP) is a document used to solicit proposals from potential contractors. An RFP
typically includes a description of the project scope, requirements, and evaluation criteria. Contractors
respond to the RFP by submitting a proposal, which outlines their approach, methodology, and pricing. The
client evaluates the proposals and selects the contractor that best meets the project requirements. For
example, a company may issue an RFP for a software development project, outlining the requirements and
evaluation criteria. Contractors respond to the RFP by submitting proposals, which are then evaluated by
the company.

Read online: https://certificates.lsba.org.uk/guides/3927155/project-
contracting-strategies

London School of Business and Administration · 22 Jun 2026



G U I D E

A statement of work (SOW) is a document that outlines the scope, objectives, and deliverables of a project.
A SOW is often used in conjunction with a contract and provides a detailed description of the work to be
performed. It is a critical document that ensures both parties have a clear understanding of the project
requirements and expectations. For instance, a SOW may outline the specific tasks, timelines, and
deliverables for a marketing project.

Effective contract administration is critical to the success of a project. Contract administration involves
managing and administering the contract, ensuring that both parties comply with the terms and conditions.
It includes monitoring and reporting on contract performance, managing changes to the contract, and
resolving disputes. Contract administration requires strong communication and negotiation skills, as well as
the ability to manage and mitigate risks. For example, a contract administrator may need to negotiate with
the contractor to resolve a dispute over payment terms.

A contract manager is responsible for managing and administering the contract. The contract manager
ensures that the contract is properly executed, and that both parties comply with the terms and conditions.
The contract manager also coordinates with other stakeholders, including the project manager, to ensure
that the project is delivered on time, within budget, and to the required quality standards. For instance, a
contract manager may work with the project manager to develop a project schedule and budget.

In addition to contract management, procurement is also an essential aspect of project management.
Procurement involves acquiring goods and services from external sources, such as contractors and
suppliers. A procurement plan outlines the procurement strategy, including the procurement methods,
evaluation criteria, and contract terms. For example, a company may develop a procurement plan for a
construction project, outlining the procurement strategy and evaluation criteria.

A tender is a document used to solicit bids from potential contractors. A tender typically includes a
description of the project scope, requirements, and evaluation criteria. Contractors respond to the tender by
submitting a bid, which outlines their pricing and approach. The client evaluates the bids and selects the
contractor that offers the best value. For instance, a government agency may issue a tender for a road
construction project, outlining the requirements and evaluation criteria.

A contract close-out is the process of completing and finalizing a contract. Contract close-out involves
verifying that all work has been completed, and that all deliverables have been met. It also involves
obtaining final payment, and resolving any outstanding issues. A contract close-out is a critical process, as it
ensures that the project is formally completed, and that all parties have fulfilled their obligations. For
example, a contract close-out may involve verifying that all construction work has been completed, and that
all deliverables have been met.

A dispute is a disagreement between two or more parties, often arising from a contract. Disputes can arise
from various sources, including miscommunication, misinterpretation, or non-performance. Dispute
resolution involves resolving the dispute through negotiation, mediation, or arbitration. Effective dispute
resolution requires strong communication and problem-solving skills, as well as the ability to manage and
mitigate risks. For instance, a dispute may arise over payment terms, and the parties may need to negotiate
a resolution.
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A claim is a formal request for compensation or relief, often arising from a contract. Claims can arise from
various sources, including delays, cost overruns, or defects. A claim typically involves submitting a formal
notification to the other party, outlining the grounds for the claim, and the relief sought. For example, a
contractor may submit a claim for compensation due to delays caused by the client.

A warranty is a guarantee or promise that a product or service will meet certain standards or specifications.
Warranties are often included in contracts, and provide a level of protection for the client. A warranty
typically outlines the scope, duration, and limitations of the warranty, as well as the remedies available in
the event of a breach. For instance, a manufacturer may provide a warranty for a product, guaranteeing that
it will meet certain quality standards.

A force majeure is an event or circumstance that is beyond the control of the parties, and that prevents or
delays the performance of a contract. Force majeure events can include natural disasters, wars, or
epidemics. A force majeure clause is often included in contracts, and provides a level of protection for the
parties in the event of such an event. For example, a contract may include a force majeure clause that
excuses a party from performing their obligations in the event of a natural disaster.

In addition to these key terms and concepts, there are several challenges and risks associated with contract
management. One of the primary challenges is communication breakdown, which can lead to
misunderstandings and disputes. Another challenge is scope creep, which can lead to cost overruns and
delays. Effective contract management requires strong communication and problem-solving skills, as well as
the ability to manage and mitigate risks.

To overcome these challenges, project managers can use various tools and techniques, such as contract
management software, project management templates, and risk management frameworks. These tools and
techniques can help project managers to monitor and control the contract, identify and mitigate risks, and
ensure that the project is delivered on time, within budget, and to the required quality standards.

In conclusion, project contracting strategies are critical components of project management, and
understanding the key terms and vocabulary is essential for effective contract administration. By using
various tools and techniques, project managers can overcome the challenges and risks associated with
contract management, and ensure that the project is delivered successfully. By applying these skills and
techniques, project managers can ensure that the project is delivered on time, within budget, and to the
required quality standards.

Furthermore, project managers should be aware of the legal and regulatory requirements that apply to
contract management. This includes contract laws, procurement regulations, and industry standards. By
understanding these requirements, project managers can ensure that the contract is compliant with all
applicable laws and regulations, and that the project is delivered in accordance with the required standards.

In addition, project managers should also be aware of the ethical and moral implications of contract
management. This includes fairness, transparency, and accountability. By applying these principles, project
managers can ensure that the contract is managed in a fair and transparent manner, and that all parties are
treated with respect and dignity.
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Overall, project contracting strategies are critical components of project management, and understanding
the key terms and vocabulary is essential for effective contract administration.

Moreover, project managers should also be aware of the best practices and industry standards that apply to
contract management. This includes contract management frameworks, procurement guidelines, and
project management methodologies. By applying these best practices and standards, project managers can
ensure that the contract is managed in a professional and efficient manner, and that the project is delivered
in accordance with the required standards.

In addition, project managers should also be aware of the technology and tools that are available to
support contract management. This includes contract management software, project management
templates, and collaboration tools. By using these tools and technologies, project managers can streamline
the contract management process, and ensure that the project is delivered on time, within budget, and to
the required quality standards.

Furthermore, project managers should also be aware of the training and development opportunities that
are available to support contract management. This includes contract management courses, project
management certifications, and industry conferences. By taking advantage of these training and
development opportunities, project managers can enhance their skills and knowledge, and ensure that they
are equipped to manage contracts in a professional and efficient manner.

In summary, project contracting strategies are critical components of project management, and
understanding the key terms and vocabulary is essential for effective contract administration.

Additionally, project managers should also be aware of the lessons learned and best practices that have
been developed through experience and research. This includes contract management case studies, project
management research papers, and industry benchmarks. By applying these lessons learned and best
practices, project managers can ensure that the contract is managed in a professional and efficient manner,
and that the project is delivered in accordance with the required standards.

In addition, project managers should also be aware of the future trends and directions that are emerging in
contract management. This includes contract management technology, artificial intelligence, and
blockchain. By staying up-to-date with these future trends and directions, project managers can ensure that
they are equipped to manage contracts in a rapidly changing environment, and that the project is delivered
in accordance with the required standards.
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