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CONTRACTING METHODS IN PROJECT MANAGEMENT AND THEIR IMPACT ON PROJECT DELIVERY

Project management involves the structured application of knowledge, skills, tools, and techniques to achieve specific project objectives within defined constraints such as time, cost, and quality (Project Management Institute, 2021). One of the most critical aspects influencing the success or failure of a project is the method of contracting adopted by the client organisation. Contracting determines how responsibilities are allocated, how risks are distributed, and how project stakeholders interact throughout the lifecycle. Organisations choose to contract out work for several reasons, including the need to access specialised expertise, reduce operational burden, manage costs, and transfer certain risks to external parties (Kerzner, 2022). The selection of an appropriate contracting method is therefore not merely a procedural decision but a strategic one that can shape the overall performance of a project. This essay explores four methods of contracting in project management—Turnkey, Multicontracting, Do-It-Yourself (DIY), and a hybrid of Multicontracting and DIY—through concrete examples, while evaluating their respective advantages and disadvantages in practical contexts.
A clear example of turnkey contracting can be observed in large-scale infrastructure projects such as the construction of a power plant. In such a scenario, a government agency or private investor may appoint a single contractor to design, build, test, and deliver a fully operational facility. For instance, in the development of a gas-fired power station, the client organisation may lack the technical expertise required to manage complex engineering processes. By entering into a turnkey contract, the client transfers full responsibility to a contractor who oversees the entire project lifecycle. The contractor is responsible for procurement, construction, installation, and commissioning, ensuring that the facility is ready for operation upon completion. This approach offers the advantage of having a single point of accountability, which simplifies communication and reduces the likelihood of disputes between multiple contractors (Lock, 2020). Additionally, turnkey contracts often provide cost certainty, as they are typically agreed on a fixed-price basis, allowing the client to plan finances more effectively.
However, the turnkey method also presents limitations that become evident in real-world applications. In the power plant example, once the contract is signed, the client has limited flexibility to introduce design changes without incurring additional costs. This can be problematic in projects where requirements evolve over time due to regulatory changes or technological advancements. Furthermore, contractors may include significant risk premiums in their pricing to account for uncertainties, potentially increasing overall project costs (Fewings and Henjewele, 2019). Another issue is the heavy reliance on the contractor’s competence; if the contractor underperforms, the entire project is at risk. Despite these drawbacks, turnkey contracting remains highly suitable for projects that are technically complex and where the client prefers minimal involvement, such as transportation infrastructure, industrial plants, or large-scale energy developments.
In contrast, multicontracting can be illustrated through the example of constructing a commercial office building. In this case, the client may choose to hire separate contractors for architectural design, structural engineering, electrical installations, plumbing, and finishing works. This approach allows the client to select specialists for each component, potentially improving the overall quality of the project. For example, a renowned architectural firm can be appointed to design an aesthetically appealing building, while experienced contractors handle construction and technical installations. This division of responsibilities enables the client to maintain a higher degree of control over the project and ensures that each aspect is handled by experts in the respective field (Kerzner, 2022).
The advantages of multicontracting become particularly evident in projects that require diverse technical inputs. By engaging multiple contractors, the client can encourage competition, potentially reducing costs and improving performance. Additionally, the client retains the flexibility to replace underperforming contractors without disrupting the entire project. However, this method also introduces significant challenges, particularly in terms of coordination and integration. In the office building example, delays in structural work can affect subsequent tasks such as electrical and interior installations, leading to schedule overruns. The client must invest considerable time and resources in managing contracts, resolving disputes, and ensuring that all parties work cohesively. This increases administrative complexity and requires strong project management capabilities (Lock, 2020).
Another disadvantage of multicontracting is the fragmentation of responsibility. When multiple contractors are involved, it can be difficult to assign accountability for defects or delays. For instance, if there is a fault in the building’s electrical system, disputes may arise between the design consultant and the installation contractor regarding the source of the problem. Such conflicts can lead to delays and additional costs. Despite these challenges, multicontracting is particularly suitable for large construction projects where specialised expertise is essential and where the client is willing to take an active role in project management.
The Do-It-Yourself (DIY) approach can be exemplified by an organisation developing an internal IT system using its in-house team. For example, a medium-sized company may decide to build a customer relationship management (CRM) system without outsourcing the work to external vendors. The organisation’s IT department takes full responsibility for system design, development, testing, and implementation. This approach allows the company to maintain complete control over the project, ensuring that the final product aligns closely with its operational needs and strategic objectives. Moreover, by avoiding external contractors, the organisation may reduce costs associated with outsourcing and retain valuable knowledge within the company (Project Management Institute, 2021).
Despite its advantages, the DIY approach carries significant risks, particularly when the organisation lacks sufficient expertise or resources. In the CRM system example, if the internal team does not possess advanced technical skills, the project may suffer from poor design, inefficiencies, or security vulnerabilities. Additionally, employees may already have existing responsibilities, leading to delays in project completion. Unlike external contractors, internal teams may not be bound by strict contractual deadlines, which can reduce accountability and productivity. Furthermore, the absence of external perspectives may limit innovation and result in suboptimal solutions (Kerzner, 2022).
The DIY method is therefore most suitable for smaller-scale projects or for organisations with strong internal capabilities. It is particularly effective when the project requirements are well understood and do not require highly specialised expertise. However, for complex or large-scale projects, relying solely on internal resources can lead to significant challenges in terms of quality, efficiency, and risk management.
A more flexible and increasingly popular approach is the combination of multicontracting and DIY, which can be illustrated through the example of a residential property development project. In this scenario, a property developer may choose to handle certain aspects of the project internally, such as project planning, procurement, and marketing, while outsourcing construction, electrical work, and landscaping to external contractors. This hybrid approach allows the developer to retain control over critical elements of the project while leveraging external expertise for specialised tasks. For instance, the developer’s in-house team may oversee project scheduling and budget management, ensuring alignment with business objectives, while experienced contractors execute the technical aspects of construction.
The advantages of this hybrid approach are evident in its flexibility and efficiency. By combining internal and external resources, the organisation can optimise the use of its capabilities while minimising costs and risks. The developer can closely monitor project progress and make adjustments as needed, while contractors bring specialised knowledge and experience to the project. This approach also allows for better risk distribution, as responsibilities are shared between internal teams and external parties (Fewings and Henjewele, 2019).
However, the hybrid method also introduces coordination challenges similar to those found in multicontracting. Effective communication between internal teams and external contractors is essential to ensure that project activities are aligned. In the residential development example, miscommunication between the developer’s planning team and construction contractors could lead to design inconsistencies or delays. Additionally, the division of responsibilities must be clearly defined to avoid conflicts and ensure accountability. This requires a high level of project management competence and well-structured contractual arrangements (Lock, 2020).
Another potential disadvantage is the risk of resource imbalance. If the internal team lacks sufficient capacity or expertise, the burden on external contractors may increase, leading to higher costs or reduced efficiency. Conversely, over-reliance on internal resources may negate the benefits of outsourcing. Therefore, achieving the right balance between DIY and multicontracting is critical to the success of this approach.
In comparing these four methods, it becomes clear that there is no universally superior contracting strategy. Each method offers distinct advantages and disadvantages, and their suitability depends on the specific characteristics of the project. Turnkey contracting provides simplicity and risk transfer but limits flexibility. Multicontracting offers control and specialisation but increases complexity and coordination challenges. DIY ensures control and cost savings but requires strong internal capabilities. The hybrid approach balances these factors but demands effective management and clear communication.
Real-world projects often demonstrate the importance of selecting an appropriate contracting method. For example, large infrastructure projects such as highways or airports frequently adopt turnkey contracts to minimise client involvement and ensure timely delivery. In contrast, commercial developments often rely on multicontracting to achieve high-quality outcomes through specialised expertise. Internal IT projects commonly use the DIY approach when organisations have the necessary skills, while property development projects increasingly adopt hybrid models to balance control and efficiency.
Ultimately, the choice of contracting method should be guided by factors such as project size, complexity, risk tolerance, available resources, and organisational objectives. A thorough understanding of these factors enables project managers to select a contracting strategy that aligns with the project’s goals and maximises the likelihood of success. Effective contracting not only facilitates project execution but also contributes to the achievement of broader organisational objectives by ensuring that resources are used efficiently and risks are managed appropriately.
In conclusion, contracting is a fundamental component of project management that significantly influences project outcomes. The four methods of contracting discussed—Turnkey, Multicontracting, Do-It-Yourself, and a hybrid approach—each offer unique benefits and challenges. Through concrete examples, it is evident that the suitability of each method depends on the specific context of the project. Turnkey contracts are ideal for complex projects requiring minimal client involvement, while multicontracting is suitable for projects that demand specialised expertise and greater control. The DIY approach is effective for smaller projects with strong internal capabilities, and the hybrid method provides a balanced solution for projects with mixed requirements. By carefully evaluating the characteristics of a project and understanding the implications of each contracting method, organisations can make informed decisions that enhance project performance and ensure successful delivery.
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