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            Contracting Methods in Project Management
Principles, Advantages, Disadvantages and Suitability


1. Introduction
1.1 Defining Project Management
Project management is the disciplined application of knowledge, skills, tools, and techniques to project activities to meet project requirements, within defined constraints of scope, time, cost, quality, risk, and resources (Project Management Institute, 2021). It involves the full lifecycle: initiation, planning, execution, monitoring and control, and closure. Central to successful delivery is the management of procurement and external relationships, where contracts serve as the formal legal and operational framework governing responsibilities, deliverables, and risk allocation between parties (Turner, 2016).
1.2 Role and Purpose of Contracts
A contract is a mutually binding agreement that compels the supplier to provide specified goods or services and the buyer to provide agreed payment and consideration (PMI, 2021). In project contexts, contracts:
• Clearly define scope, specifications, standards, and deliverables
• Allocate risks, liabilities, and responsibilities between client and contractor
• Set up pricing, payment schedules, timelines, and performance criteria
• Provide mechanisms for change control, quality assurance, dispute resolution, and legal protection (Kerzner, 2017; Ward, 2008)
1.3 Why Contract Out?
Organisations choose to contract rather than execute all work internally for key reasons:
• Specialist ability: Access to skills, technology, or experience not available internally (Walker, 2015)
• Risk transfer: Shift responsibility for delivery, performance, and certain liabilities to external providers (Smith, 2020)
• Cost efficiency: Competitive tendering and economies of scale can reduce capital and operational costs (Meredith and Mantel, 2018)
• Focus on core business: Free internal resources to concentrate on strategic activities rather than specialised or non‑core tasks (Gray and Larson, 2020)
• Capacity flexibility: Scale workforce or capability up or down without long‑term employment commitments (Cooke and Williams, 2018)
However, contracting also introduces coordination burdens, dependency risks, and potential loss of control. The choice of contracting method is therefore critical and must align with project complexity, clarity of scope, available internal capability, risk appetite, and strategic goals (Morris and Pinto, 2018).
This essay analyses the four defined contracting methods – Turnkey, Multicontract, DIY, and Multicontract + Hybrid – explaining their features, merits, demerits, and suitability, illustrated using a medium‑sized industrial plant construction project as a consistent reference case.
2. Contracting Methods in Project Management
2.1 Turnkey Contracting
Definition and Core Features
Also known as EPC (Engineering, Procurement, Construction) or Design‑Build in some contexts, Turnkey contracting involves appointing a single main contractor responsible for the complete project lifecycle: design, engineering, procurement, construction, installation, testing, commissioning, and handover of a fully operational facility ready for immediate use – “turning the key” (Oberlender, 2014; Halpin and Senior, 2011). The client provides performance specifications, functional requirements, and broad parameters; the contractor assumes full accountability for all design, execution, coordination, and integration risks. Contracts are often fixed‑price or guaranteed‑maximum‑price arrangements (FIDIC, 2017).
Advantages
• Single‑point accountability: One organisation bears responsibility for cost, schedule, quality, and performance; minimal disputes over interfaces or coordination failures (Cooke and Williams, 2018)
• Reduced client management burden: Lower internal resource requirement; oversight focus is on milestones and compliance rather than day‑to‑day coordination (Smith, 2020)
• Improved schedule efficiency: Design and construction can be overlapped, reducing total duration compared to fragmented approaches (Gould and Joyce, 2014)
• Clear risk allocation: Most risks – design errors, integration issues, delays, cost overruns – transfer to the contractor, offering client certainty (Walker, 2015)
Disadvantages
• Higher contract price: Contractor includes significant risk premiums, management overheads, and contingency, raising initial capital cost (Kerzner, 2017)
• Reduced client control: Limited influence over detailed design choices, procurement, or execution methods once scope is agreed; changes are costly and complex (Meredith and Mantel, 2018)
• Scope definition critical: Requires fully developed, clear specifications at tender; poor definition leads to expensive change orders or disputes (PMI, 2021)
• Quality and performance dependency: Success relies heavily on capability, integrity, and financial stability of one contractor; failure carries high exposure (Toor and Ogunlana, 2010)
Suitability
Best suited for projects with well‑defined functional requirements, complex technical integration needs, and where the client lacks deep internal project management or technical capability. Examples include industrial plants, power facilities, infrastructure, or specialised manufacturing installations. For the reference industrial plant project, Turnkey would be ideal if the owner prioritises minimal involvement, maximum risk transfer, and operational certainty over detailed control or lowest upfront cost (FIDIC, 2017).
2.2 Multicontract Method
Definition and Core Features
Under Multicontract contracting, the client or its project management team divides the total project into distinct, separate work packages or trade scopes such as civil works, steel fabrication, mechanical installation, electrical systems, instrumentation, and insulation and awards individual contracts directly to different specialist contractors or suppliers (Haughey, 2016; RKS Training, 2026). The client or its appointed project manager acts as the central integrator, responsible for overall planning, scheduling, coordination, interface management, and quality control across all parties. No single entity holds end‑to‑end responsibility.
Advantages
• Cost optimisation: Direct engagement with specialists avoids main contractor mark‑ups; competition at package level improves pricing transparency and affordability (Cooke and Williams, 2018)
• Specialist capability: Each workstream is delivered by providers with deep ability in their field, potentially enhancing quality and innovation (Walker, 2015)
• Greater control and flexibility: Client keeps direct influence over design, procurement, and execution; easier to change individual packages or replace contractors without disrupting the whole project (Meredith and Mantel, 2018)
• Phased procurement: Work can be awarded sequentially, enabling earlier start on long‑lead items and better cash‑flow management (Oberlender, 2014)
Disadvantages
• High management and coordination burden: Client carries heavy workload for planning, scheduling, interface definition, and dispute resolution; interfaces are a major risk area (Smith, 2020)
• Kept risk: Overall integration, delay, coordination, and compatibility risks are still largely with the client organisation (PMI, 2021)
• More administrative complexity: Multiple contracts, tender processes, and reporting lines increase governance and oversight effort (Turner, 2016)
• Blame potential: When problems arise, contractors may attribute causes to other trades or design issues, complicating resolution (Gould and Joyce, 2014)
Suitability
Appropriate when the client owns strong in‑house project management, engineering, and coordination capacity, and seeks cost efficiency alongside control. Common in large‑scale industrial, infrastructure, or building projects where workstreams are relatively compartmentalised and specialist ability is critical. In the reference industrial plant example, multi-contract works well if the owner has an experienced engineering team to manage interfaces and procurement, aiming to reduce costs and secure best in class performance in each discipline (Haughey, 2016).
2.3 Do‑It‑Yourself (DIY) Contracting
Definition and Core Features
Also referred to as self-managed or direct labour contracting, DIY means the client organisation acts as its own main contractor: it directly employs or engages individual trades, suppliers, and subcontractors, and carries out all project management, coordination, design, procurement, and administrative functions internally (Helio Urban Development, 2025; Raghdan Real Estate, 2026). It stands for the opposite end of the spectrum from Turnkey, with minimal external contracting and maximum internal control.
Advantages
• Maximum control: Full authority over design, materials, methods, schedule, and team choice; no external intermediaries (Kerzner, 2017)
• Potential lowest cost: Drops all contractor overheads, management fees, and risk premiums; direct purchasing can improve margins (Meredith and Mantel, 2018)
• High flexibility: Fast decision‑making and adaptability to changes without complex contract variations (Gray and Larson, 2020)
• Capability development: Builds internal competence, knowledge, and intellectual capital for future projects (Walker, 2015)
Disadvantages
• Highest management burden: Requires extensive internal ability, time, resources, and capacity; failure in planning or coordination directly changes outcomes (Smith, 2020)
• Full risk retention: Client bears all risk technical, financial, schedule, safety, compliance, and quality with no transfer mechanisms (PMI, 2021)
• Limited specialist depth: May lack niche skills or experience available in set up contracting firms; higher exposure to errors or delays (Oberlender, 2014)
• Compliance and liability exposure: Client assumes full responsibility for regulatory adherence, safety, insurance, and warranties (Cooke and Williams, 2018)
Suitability
Most workable for small‑to‑medium projects, simple work scopes, or organisations with substantial internal engineering, construction, and management resources. For the industrial plant example, DIY is only realistic if the owner is a large industrial operator with fully equipped engineering and construction departments; otherwise, complexity and risk levels make it impractical and hazardous. It is widely used for maintenance, upgrades, expansions, or facilities management works within established organisations (Helio Urban Development, 2025).
2.4 Multicontract + DIY Hybrid Method
Definition and Core Features
This approach combines elements of Multicontract and DIY: the client retains direct management and performs key activities internally such as overall design, project management, civil works, or core assembly while contracting out specialised, high‑risk, or resource‑intensive packages to external specialists (Haughey, 2016; Morris and Pinto, 2018). It is a flexible strategy to balance control, cost, risk, and capability needs, allowing the organisation to use internal strengths while accessing external ability where gaps exist.
Advantages
• Balanced control and ability: Keeps oversight and core activities internally while outsourcing complex or specialised work to proven providers (Walker, 2015)
• Optimised cost and risk: Avoids full outsourcing premiums but does not carry all risks alone; distributes tasks according to capability and risk profile (Smith, 2020)
• Strategic resource use: Focuses internal teams on critical path or core‑competence work, using contractors for peak demand or niche requirements (Meredith and Mantel, 2018)
• Adaptability: Highly configurable to project needs and changing circumstances; easier to adjust scope or execution strategy (Gray and Larson, 2020)
Disadvantages
• Coordination complexity: Requires careful definition of boundaries, interfaces, and responsibilities between internal and external teams to avoid gaps or overlaps (Turner, 2016)
• Dual management systems: Must manage both internal workflows and external contracts, increasing administrative and interface effort (Cooke and Williams, 2018)
• Clear governance essential: Success depends on robust procedures, communication, and interface management; ambiguity leads to delays and disputes (PMI, 2021)
• Partial risk exposure: Client keeps significant risk alongside benefits, demanding strong oversight and integration capability (Kerzner, 2017)
Suitability
Ideal for medium to large projects where the organisation has large but not comprehensive capability, or where certain work packages are highly specialised or require temporary capacity. In the industrial plant example, the owner might undertake civil construction, project management, and basic engineering internally, while contracting out process equipment supply, automation, and high‑purity piping installation to qualified specialists a very common delivery model in industrial sectors (FIDIC, 2017; Haughey, 2016).
3. Comparative Analysis and Selection Guidance
	Feature
	Turnkey
	Multicontract
	DIY
	Multicontract + DIY

	Client Management Load
	Low
	High
	Very High
	Medium‑High

	Risk Retention
	Low
	High
	Very High
	Medium

	Cost Level
	Highest
	Medium
	Lowest (if capable)
	Medium‑Low 

	Client Control
	Low
	High
	Maximum
	High 

	Coordination Responsibility
	Single Contractor
	Client
	Client
	Shared / Client led

	Best Fit
	Complex projects limited internal PM
	Strong in‑house PM,
cost focus
	Small/simple projects, strong internal teams
	Mixed capability, partial outsourcing



Choice should be guided by:
• Project complexity and scope clarity
• Availability and strength of internal resources
• Risk appetite and desired allocation
• Cost control versus control detail priorities
• Market conditions and contractor capability (PMI, 2021; Turner, 2016)
4. Conclusion
Contracting is central to project management, shaping how work is organised, risk is distributed, and value is delivered. The four methods Turnkey, Multicontract, DIY, and Multicontract + Hybrid represent a spectrum of risk, control, cost, and management effort. Turnkey offers simplicity and risk transfer at higher cost; Multicontract balances control and cost but demands strong internal coordination; DIY maximises control and minimises cost only where capability exists; and the hybrid approach provides a flexible middle ground suited to real-world contexts. There is no universal “best” method; effectiveness depends on alignment with project characteristics, organisational capacity, and strategic goals. Understanding these differences enables informed choice, clearer contracts, and improved project outcomes.
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