Contracting Methods in Project Management: An Analytical Essay
1.Introduction
Project management has become one of the most critical disciplines in modern organizational life, guiding the delivery of complex initiatives across industries ranging from construction and engineering to information technology and healthcare. At its core, project management is about achieving defined objectives within constraints of time, cost, and quality. Yet, no project exists in isolation. Projects are embedded in networks of stakeholders, suppliers, and contractors, all of whom play vital roles in shaping outcomes. Contracts, therefore, are not merely legal instruments; they are strategic tools that allocate responsibilities, distribute risks, and formalize expectations.
This essay explores four contracting methods commonly employed in project management: Turnkey contracting, Multicontracting, Do‑It‑Yourself (DIY) contracting, and the hybrid Multicontract + DIY approach. Each method reflects a different philosophy of risk allocation, control, and resource mobilization. The discussion will analyze their advantages and disadvantages, contextualize them with examples from diverse industries, and highlight the types of projects for which each method is most suitable. By the end, the essay will demonstrate that contracting choices are not universal but contingent, shaped by project scale, complexity, and organizational strategy.
2.Contracts in Project Management: Background and Rationale
Contracts in project management serve multiple purposes. They define deliverables, establish timelines, and specify payment terms. More importantly, they allocate risk. For instance, in a construction project, who bears the risk of cost overruns-the client or the contractor? In an IT project, who is responsible if the system fails to integrate with legacy infrastructure? Contracts answer these questions by distributing responsibilities among parties.
Organizations choose to contract out for several reasons:
· Access to expertise: Contractors often possess specialized knowledge unavailable internally.
· Risk transfer: Outsourcing shifts risks such as design flaws or construction delays to external parties.
· Resource constraints: Contracting allows organizations to deliver projects without overstretching internal staff.
· Efficiency: External contractors may deliver faster due to experience and established processes.
However, contracting also involves trade‑offs. Outsourcing can reduce control, increase dependency, and sometimes inflate costs. The choice of contracting method is therefore strategic, balancing risk, cost, and control.
2.1 Turnkey Contracting
Turnkey contracting is often described as a “hands‑off” approach for the client, where a single contractor is responsible for delivering the entire project from design to commissioning. In the UK, this method has been particularly popular in industrial and energy projects, where specialist expertise is required.
One of the most significant advantages is the transfer of risk. The contractor assumes responsibility for design, execution, and performance, which reduces the client’s exposure to uncertainties such as cost overruns or technical failures. This is especially valuable in projects where the client lacks technical expertise. For example, Hunter Projects Ltd (2025) has delivered turnkey chemical plants in the UK, ensuring clients receive fully operational facilities without needing to manage multiple contractors.
Another advantage is efficiency. With a single point of responsibility, communication channels are streamlined, and disputes between contractors are avoided. This often results in faster delivery. Turnkey contracts also allow clients to focus on their core business rather than project management.
However, the disadvantages are equally significant. Turnkey contracts are expensive, as contractors charge premiums for assuming risk. They also limit client control, with little influence over design and execution. This can lead to misalignment between contractor priorities and client goals. For instance, a contractor may prioritise cost savings over sustainability, resulting in facilities that are cheaper to build but more expensive to maintain.
Turnkey contracting is most suitable for large, complex projects such as airports, power plants, or pharmaceutical facilities. It is less appropriate for smaller projects where client involvement in design is critical or where budgets are constrained.
2.2 Multicontracting
Multicontracting involves the client managing several contractors, each responsible for specific components. This method is widely used in the UK construction sector, particularly in projects with modular components.
The advantages are clear. Multicontracting offers greater control, allowing the client to oversee design and execution. It also provides cost savings, as competitive bidding for individual contracts can reduce overall project costs. Another benefit is flexibility: if one contractor underperforms, the client can replace them without jeopardising the entire project.
A notable UK example is the Heathrow Terminal 5 project, which adopted a multicontracting approach. Multiple contractors were engaged to deliver different components, from structural work to IT systems. Although the project faced challenges, the approach allowed the client to select best‑in‑class providers for each element.
However, multicontracting also has disadvantages. The most significant is coordination complexity. Managing multiple contractors requires strong project management capacity, and misalignment between contractors can cause delays or disputes. The client also retains integration risk, bearing responsibility if components fail to work together.
Multicontracting is suitable for construction projects with modular components or IT projects requiring specialised vendors. It is less suitable for clients lacking strong project management expertise or resources to manage complex coordination.
2.3 Do‑It‑Yourself (DIY) Contracting
DIY contracting means the client undertakes most of the project work internally, using in‑house resources. This method is common in UK universities and public sector organisations for smaller projects.
The advantages include cost control, as contractor premiums are avoided. DIY contracting also ensures full control, with the client managing all aspects of the project. Another benefit is knowledge retention, as skills developed during the project remain within the organisation. For example, Imperial College London (2025) often uses in‑house staff for IT upgrades, ensuring knowledge remains within the institution.
However, DIY contracting requires significant internal capacity. Organisations without sufficient expertise may struggle, exposing themselves to risk. Opportunity costs are also significant, as diverting staff to project work may reduce focus on core business activities. DIY contracting also exposes the client to risk of inefficiency, as lack of specialised expertise may slow progress or lead to errors.
DIY contracting is suitable for small‑scale projects with limited complexity, such as office renovations or internal system upgrades. It is unsuitable for large, complex projects requiring specialised expertise.
2.4. Multicontract + DIY Contracting
The hybrid multicontract plus DIY approach combines external contractors for specialised tasks with internal resources for manageable components. This method is increasingly popular in the UK, particularly in medium‑scale projects.
The advantages include balanced risk allocation, with external contractors handling complex tasks while internal staff manage simpler ones. It also provides cost efficiency, reducing reliance on expensive turnkey solutions. Another advantage is knowledge integration, as internal staff gain experience while external experts handle critical tasks.
UK construction firms such as Selcon Ltd (2025) have adopted hybrid approaches, using external contractors for structural work while relying on internal staff for project management. This allows organisations to retain control while benefiting from external expertise.
However, the disadvantages include coordination complexity, as integrating internal and external teams requires careful management. There is also a risk of scope creep, with blurred boundaries between responsibilities leading to disputes. Finally, the client faces a management burden, overseeing both contractors and internal staff.
The hybrid method is most suitable for medium‑scale projects with mixed complexity, such as IT projects combining in‑house development with outsourced cloud services. It is less suitable for organisations lacking strong project management capacity.
The four methods represent different philosophies of contracting. Turnkey emphasizes risk transfer, multicontracting emphasizes control, DIY emphasizes cost savings and knowledge retention, and the hybrid method emphasizes balance.
No method is universally superior. Suitability depends on project type, organizational capacity, and strategic priorities. For instance, a government building a metro system may prefer turnkey contracting to transfer risk, while a tech startup upgrading its internal systems may opt for DIY contracting to save costs.
3. Contextual Analysis: Hospital Construction Project in the UK
3.1Turnkey Contracting
Merits:
· For a hospital, turnkey contracting offers certainty of delivery. The contractor designs, builds, and hands over a fully operational facility, which is crucial when the NHS needs new capacity quickly.
· It reduces the risk of integration failures between medical equipment, IT systems, and building infrastructure, since one contractor oversees everything.
· The client (e.g., NHS Trust) can focus on healthcare provision rather than project management.
Demerits:
· The NHS Trust has limited influence over design details. For example, clinical staff may want specific layouts for wards or operating theatres, but the contractor may prioritise cost efficiency.
· High cost: contractors charge premiums for assuming risk, which can strain public budgets.
· Potential misalignment of priorities: the contractor may deliver a hospital that meets contractual specifications but lacks flexibility for future healthcare needs.
3.2Multicontracting
Merits:
· Allows the NHS Trust to select specialist contractors for different components: one for structural work, another for medical equipment, and another for IT systems.
· Provides greater control over design, ensuring clinical requirements are incorporated.
· Potential cost savings through competitive bidding for each contract.
Demerits:
· Coordination challenges: integrating multiple contractors is complex. For example, if the IT contractor’s systems do not align with the medical equipment contractor’s installations, delays and disputes can occur.
· The NHS Trust retains integration risk, which requires strong project management capacity.
· Potential delays: misalignment between contractors can slow down delivery, which is critical when healthcare demand is high.
3.3 Do‑It‑Yourself (DIY) Contracting
Merits:
· The NHS Trust retains full control over design and execution, ensuring the hospital reflects clinical priorities.
· Knowledge retention: in‑house staff gain expertise in managing healthcare infrastructure projects, which benefits future developments.
· Cost savings: avoids contractor premiums.
Demerits:
· NHS Trusts often lack the internal capacity to manage large construction projects. Attempting DIY contracting could lead to inefficiencies or technical errors.
· Risk exposure: the Trust bears all risks, including cost overruns and technical failures.
· Opportunity costs: diverting staff from healthcare delivery to project management may reduce focus on patient care.
DIY contracting might work for small refurbishments or IT upgrades within hospitals, but it is unsuitable for full hospital construction.
3.4 Multicontract + DIY Contracting
Merits:
· Offers a balanced approach: external contractors handle complex tasks (structural work, medical equipment), while NHS staff manage simpler components (e.g., IT integration or minor refurbishments).
· Provides cost efficiency, reducing reliance on expensive turnkey solutions.
· Encourages knowledge integration, as NHS staff gain experience while external experts deliver critical tasks.
Demerits:
· Coordination complexity: managing both internal staff and external contractors requires careful oversight.
· Risk of scope creep: blurred boundaries between responsibilities can lead to disputes.
· Management burden: NHS Trust must oversee both contractors and internal staff, which can strain resources.
This hybrid approach is often used in medium‑scale hospital projects, such as extensions or upgrades, where NHS staff can manage IT systems while contractors deliver structural work.
In the context of a UK hospital construction project, each contracting method offers distinct merits and demerits. Turnkey contracting provides certainty and risk transfer but reduces client control. Multicontracting allows specialist input and cost savings but requires strong coordination. DIY contracting ensures full control and knowledge retention but exposes the client to significant risks. Hybrid contracting balances external expertise with internal capacity but demands careful management.
Ultimately, for a full hospital build, turnkey or multicontracting are most suitable, while DIY and hybrid approaches are better suited to smaller upgrades or extensions.

Conclusion
Contracting methods in project management are strategic choices that shape project outcomes. Turnkey contracting suits large, complex projects where risk transfer is paramount. Multicontracting offers flexibility and cost savings but requires strong coordination. DIY contracting empowers organizations with full control but demands significant internal resources. The hybrid Multicontract + DIY approach balances external expertise with internal capacity.
Ultimately, the choice of contracting method should align with project scale, complexity, and organizational strategy. By understanding the advantages and disadvantages of each method, organizations can make informed decisions that optimize resources, manage risks, and enhance project success.
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