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Project management is the skill of applying necessary knowledge and techniques to ensure a project runs smoothly, meeting the project goals and achieving success within a time limit, financial limit, and quality requirement. Nicholas (2007) says project management is about ‘scope and task definition, scheduling, budgeting, risk analysis, control and project organization’. 
In project management, contracting is the process in which the owner of a project makes a contract with other parties which will become responsible for all or some of the tasks of the project, helping ensure its success.
Schwalbe (2009) say that ‘organizations claim that using project management provides advantages such as, better control of financial and human resources’.
Contracting in project management happens because responsibilities and risk must be divided amongst different parties to ensure that all parts of the projects are carried out to a high standard. Contracting out some parts of the project helps use external expertise and knowledge that  the owner of the project may not have access to, this allows for long-term cost savings and ensures high quality of the project, Ferris and Graddy (1986) say contracting is ‘an attractive alternative’ when considering project planning.
Nonetheless, there is many different types of contracting and choosing the right type of contracting for a specific project is a skill in itself, the contracting type must match the project’s goals and complexity while considering the limitation in resources, economic or otherwise.
In this essay we will explore the four most common contracting methods in project management which are, the turnkey method, multicontract method, DIY (do-it-yourself) method, and the mixed multicontract + DIY method, each of these will be analyzed to find their advantages and disadvantages as well as be considered to see which type of projects they are most suitable for, this is important because a good contracting strategy can greatly influence the outcome of a project. Kujala et al. (2015) state that ‘understanding contracting as a business tool will contribute to creating more value in projects’ which remarks the importance of this aspect.
Projects may choose to contract out for reasons such as, access to technology and infrastructure that is not owned by the owner, such as highly specialized equipment for construction. There is other reasons such as speed and efficiency as contracting externally allows for experts which are already trained to start the work instead of waiting to train internal staff, this is why usually contracting is done for short-term projects as it is not worth it to invest in significant training of staff for a one-off project. 




[bookmark: _Toc183866872]The Turnkey method
The turnkey method is a contracting method in which only one single contractor is responsible for all the project, from planning to delivery. The contracting method ends with the contractor providing a finished solution and giving the project to the client once it is complete and working well, this way the owner of the project does not assume any risk or responsibility.
[bookmark: _Toc183866873]Suitability
Advantages of this method work mainly in projects that require a lot of integration and in cases where the client would rather have minimal involvement with the project and only cares about the end result.
Types of projects in which the turnkey method is suitable for are for example, large scale infrastructure projects in which there is a lot of complexity and the need of many components coming in together, so by having only one contractor in charge of this there is no miscommunication or errors in difference of vision between different partis, this ensures a consistent design and gets rid of co-ordination issues, an example of this type of project could be the building of a highway.
Other high complexity projects benefit from turnkey contracting as a contractor may have the niche skills and knowledge, or advanced technology required to deal with the high complexity project such as creating a data centre. 
Lastly when time is tight and deadlines are approaching, the turnkey method excels as through only one contractor there is less communication delays and co-ordination issues, and since one party can manage everything they will easily deal with the work by the deadline.
[bookmark: _Toc183866874]Advantages of Turnkey
The owner can focus on strategic decisions rather than how the project is going as it is now the responsibility of the turnkey contractor, which also assumes all risk and responsibility in delivering a finished project.
The price tends to be fixed so the owner can know the cost of this project and budget for it without unexpected costs messing up the financial planning.
And lastly since there is one contractor overseeing all stages of a project that means the stages of the project mesh well together and there should be low to no compatibility issues in stages of a project.
[bookmark: _Toc183866875]Disadvantages of Turnkey
There is limited owner control if they want to change the details of the project to adapt to any unforeseen circumstances, as once the project is settled and agreed upon it is hard to change the details and may incur significant extra costs.
If the contractor messes up, although they take all responsibility the owner is dependent on them performing well for the success of the project. As the contractor takes all the responsibility it also means contracting them has a higher cost than if different contractors were hired for all the stages of the project separately.
For these reasons if a project is set in stone and planned with no foreseeable changes, turnkey contracting is good, but a project which has changing requirements or may need to adapt is bad for this type of contracting as there is limited owner control.
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The multicontract method involves dividing a project in stages, and giving each stage to a different contractor, in this way the owner of the project is still responsible for the functioning and final product by acting as a manager and communication point between all parties.
[bookmark: _Toc183866877]Suitability
The suitability of this method mostly aligns with projects in which the owner is knowledgeable of the project and understands what needs to be done, this allows the owner to manage multiple contractors at the same time, and allows the owner to customize and make any changes as necessary to better fit the vision of the project.
This is mostly suitable for large and complex projects which have many different parts, such as a transportation system which would need electrical work, civil work, and installation amongst other things. This would require a lot of expertise and knowledge in specific areas therefore hiring different contractors allows for specialists to deal with each aspect of the project, leading to higher quality results.
As the owner is separating the tasks into little more manageable sections, the costs of contracting are also lower compared to turnkey agreements.
[bookmark: _Toc183866878]Advantages of Multicontract
The owner can choose specific contractors for each task based on their strengths, which makes the arrangement very flexible, this also reduces costs as there is no higher charge for one contractor managing everything as the owner will be responsible for co-ordination.
[bookmark: _Toc183866879]Disadvantages of Multicontract
The owner is responsible for managing the contractors meaning it takes effort and knowledge of what each of them should be doing to be able to manage them efficiently, as the different contractors may rely on each other for certain things, there is a higher risk for delays if one of them is behind schedule, to choose the right contractors owners lower risk by ‘taking local trustworthiness into account when making contracting decisions’, according to Ang et al. (2015).
[bookmark: _Toc183866880]The Do-It-Yourself (DIY) method
The do-it-yourself method involves the owner taking all the responsibility for a project, and using internal staff to finish the project.
[bookmark: _Toc183866881]Suitability
This method of contracting works best in projects where the owner has significant knowledge and the staff as well, it usually works best in small scale projects like a small residential renovation project, and it works if the company is skilled in this area. This may be the choice of contracting if the owner is under a budget and cannot afford or it is not advisable to hire external contractors due to having a sufficient capacity to carry out the project with available staff.
[bookmark: _Toc183866882]Advantages of DIY
The advantages of this method are avoiding the costs that come with hiring external contractors, and allowing a lot of flexibility to the owner as they can make adjustments whenever without having to follow contractor terms, this allows a flexible dynamic project to be carried out better. 
Through taking part in these, existing staff will also gain and develop skills which will remain with the company and become an asset for the future projects.
[bookmark: _Toc183866883]Disadvantages of DIY
The disadvantages are that of course the owner and staff will take on the workload of managing, planning and carrying out the project to a sufficient standard, this makes the owner responsible for any mistakes and with not enough knowledge can lead to a low quality project considered a failure, or to a significant delay not following the deadline initially set.
[bookmark: _Toc183866884]The Multicontract + DIY method
The multicontract + DIY method combines elements of both previously mentioned methods, in this case the owner would take charge of some components of the project and also contract external contractors for some other aspects of the project, which may be more specialized or the owner does not posses the required skills to manage it. This method attempts to allow for enough control to the owner whilst also being efficient and making use of external specialized skills.
[bookmark: _Toc183866885]Suitability
This method is good for projects where the owner is knowledgeable in certain areas but does not have the skills or manpower to carry out all the areas of the project, this can usually be medium to large scale projects that are too much for the DIY as managing everything would be chaotic, but there is still some main areas where DIY can be applied and the owner take control of the progress of the project.
This method is also good when there is financial constraints that make it difficult to outsource all work, but still allowing experts to take care of the most important or vital areas of the project.
[bookmark: _Toc183866886]Advantages of Multicontract + DIY
The advantages of this method is that the owner can still control the main areas they are familiar with, and deal with the complex areas of the project through external professionals, this reduces the dependence on external contractors as part of the project is done internally and allows for more flexibility in the project overall.
[bookmark: _Toc183866887]Disadvantages of Multicontract + DIY
There may be some co-ordination challenges, made worse by how many external contractors are hired as there will be a lot of management and communication to be done. Also internal teams may be overburdened and burnout due to the extra work, specially if they are not familiar with it despite the owner having the required knowledge, this may mean some training is required as well which will incur costs. There is also a risk of overlaps if both internal and external contractors are working together, leading to inefficiency and miscommunication issues.

[bookmark: _Toc183866888]New Hospital Construction Project
[bookmark: _Toc183866889]Turnkey method
[bookmark: _Toc183866890]Merits
A turnkey method would allow the client to focus on their own operations, for example a healthcare organization could focus on their internal operations whilst the contractor takes care of setting up the hospital.
[bookmark: _Toc183866891]Demerits
This may mean limited flexibility, so the owner must plan well in advance the specifications of the hospital so as to not have issues with the final product, as any changes will cost extra and be a problem whilst the project is already being built, aside from the already high initial cost of contracting a turnkey contractor.
[bookmark: _Toc183866892]Multicontract method
[bookmark: _Toc183866893]Merits
For a project such as a hospital, specialized equipment is necessary so a contractor which specializes in medical installations would be beneficial, whereas they will also need other general contractors for electrical systems and construction, therefore through this method the hospital owners can ensure the hospital is built as best as possible to fit al the needs of the project.
[bookmark: _Toc183866894]Demerits
There may be co-ordination challenges and delays in timeline due to communication issues or delays. This will also put some strain on the hospital owners to manage the different contractors
[bookmark: _Toc183866895]Do-it-Yourself (DIY) method
[bookmark: _Toc183866896]Merits
DIY method would allow the owner of the hospital to save a lot of costs in specialized contractors, it also gives full control to the owner in how the project will be carried out.
[bookmark: _Toc183866897]Demerits
The hospital owners likely have a lack of specialized knowledge required for the functioning and building of a good hospital, this project is also a huge undertaking unlikely to be done by a single group (the owner).
[bookmark: _Toc183866898]Multicontract + DIY Method
[bookmark: _Toc183866899]Merits
In this method the hospital owners can oversee some of the areas of the hospital, helping them retain control while letting the more technical aspects be handled by professionals. This will help reduce some costs of the project as well which is always beneficial.
[bookmark: _Toc183866900]Demerits
There is a need for co-ordination and management of the different contractors to ensure everyone has the same vision and all parts of the project integrate together with one another, this may be complex and cause delays in the timeline.
[bookmark: _Toc183866901]Conclusion
In project management there is many different types of contracting methods that can be chosen, and this is a really important decision for owners of the project to make as it will impact the success of a project. The essay explains the four main types of contracting and their advantages and disadvantages, in conclusion the turnkey method is the most effective for complex projects which must integrate well, and for clients who want to have minimal involvement in the development of the project.
The multicontract method is most effective for complex projects with several parts that can be dealt with by different specialized contractors, this allows customization and ensures high quality work but can have co-ordination and communication issues.
The DIY method is intensive for the owner and is best used for small scale projects, as anything else can lead to burnout and stretch out resources leading to low quality results.
The Multicontract +DIY method is a hybrid method that tries to combine some control to the client with the expertise of external contractors, making it good for medium to large scale projects and allowing some cost savings while ensuring the most important parts of a project are done by professionals with the appropriate equipment and skills.
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