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An Essay on Methods of Contracting in Project Management
[bookmark: _Toc182478649]Introduction:
Project management (PM) leads a team to achieve all project goals within constraints. Applying systematic approaches, information, tools, and procedures to project operations is needed to meet stakeholder needs and create a successful project within the time, cost, and scope constraints (Nieto-Rodriguez, 2021). Contracting is becoming increasingly crucial for executing projects in today's complex business environment by opening easier access to specialised knowledge, efficient risk management, utility, and optimal payout of resources. However, contracting in projects is not just about outsourcing but also about meeting strategic objectives, such as meeting regulatory requirements, gaining project delivery competencies through partnerships, and saving costs through competitive bids (Milošević and Martinelli, 2016).
This essay will go in-depth about the four approaches to project management contracting—"turnkey," "multi-contract," "do-it-yourself," and "multi-contract + DIY." It will evaluate the advantages and disadvantages of the various contracting methods used and identify which are most appropriate for which types of projects. Given the information in this essay, a project manager can use other judgments regarding his or her contracting techniques in the context of the project's characteristics and the organisation.
[bookmark: _Toc182478650]Turnkey Contracting method:
There is a type of construction contracting where, for either a single company or a "turnkey" model, hiring a single company to handle all aspects of a project, from planning and design to procurement and construction. This holistic approach suits complicated, large-scale projects requiring unambiguous responsibility and unified control (Merna and Smith, 2020). Turnkey contracts are commonly used for large-scale infrastructure projects such as highways, bridges and airports where coordinated execution, specialised experience, and expertise are paramount. Due to the technological complexity and need for integrated systems, the method is also used for power plants such as thermal, nuclear and renewable plants, as per Panthi (2016). Use of Turnkey Contracting and Commonality of Industrial Facilities Turnkey contracting is also widely seen in industrial facilities where various technological components must be seamlessly integrated. At chemical plants, refineries and manufacturing complexes. Likewise, and again, this technique serves large factories because it centralises control and facilitates complex production systems, utilities, and support infrastructure (Acmsgroup, 2024). Because of its broad coverage — which often includes design, engineering, procurement, construction, commissioning, and, in some cases, early-operating support — projects that require substantial technical expertise and cooperative work should be reserved for the contractor.
[bookmark: _Toc182478651]Characteristics of the Turnkey project:
Table 1: Characteristics of the Turnkey Project
	Single point of responsibility: Unlike in a conventional contracting arrangement, where one firm provides a particular type of project service, in a turnkey contract, the main contractor assumes full responsibility for the project from the initial design to the final handover. This consolidation of responsibility gives the customer the advantage of simplified project management through a single point of contact, simplifying communication, decisions, and problem-solving (Greer, 2014). The contractor must manage and integrate all this work and deliver the final product according to the specs.

	Fixed price typically: Under a turnkey contract, the contractor will design and construct the project for a fixed sum. This price structure lets the customer know the cost upfront, while the contractor assumes the risk of ever-mounting costs (Ilamparithi BoologaSundaraVijayan, 2023). Project delivery prices typically include a risk premium—an amount that factors in potential issues and unforeseen circumstances that might develop once the project is underway.

	Complete project delivery obligation: Contractors must turn over a fully operational project and meet all specifications and performance standards. This so-called "turnkey" quality allows the customer to "turn the key" and begin operating the business the moment the project is handed over (Milošević and Martinelli, 2016). It is the contractor's responsibility to ensure that all the systems work with each other and perform as you expect from day one of operation.


Source:(Self-Made)
[bookmark: _Toc182478652]Advantages and disadvantages of a turnkey project:
Table 2: Advantages and disadvantages of turnkey project
	Advantages
	Disadvantages

	It makes project management easier via a clear-cut hierarchical structure with one contractor responsible for everything — this is also the general idea of the turnkey method. This simplicity mitigates the administrative overhead commonly related to multi-party projects and erases the headache of numerous contractors to manage (Ilamparithi BoologaSundaraVijayan, 2023). That day-to-day coordination does not need to be led by the client, which opens their project management team up to focus on high-level oversites.
The turnkey contractor assumes most of the project risks associated with technical, performance, and coordination. Design integration issues, construction methods, cost overruns, and timetable delays all fall into this area. The contractor considers these risks when judging the project's price, meaning the confirmed price the customer gets is always clear.
	Contractors often attach risk premiums to turnkey contracts to offset future uncertainties and their expanded obligations, which leads to higher starting prices. The premium reflects the contractor's full responsibility for the project and its associated risks.
Customers have less say in the finer points of the project's design and execution since the contractor makes most decisions according to the agreed-upon standards. As a result, the customer may feel less empowered to impact both big-picture judgements and more specific design choices.
Midway through a project, changes might influence several interconnected components and necessitate substantial adjustments to the contract, making them more complicated and costly (Xie et al., 2022).
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[bookmark: _Toc182478653]Multi-contact project method:
Consultancy firms that manage the project may suggest a multi-contractor approach, meaning the project is broken down into small enough contracts for specialist contractors to deliver. This is especially beneficial for projects featuring removable, modular components as it offers more space for personalisation and exceptional variation. (He, Zhang and Yuce, 2022) Professionals from various disciplines can use this strategy in commercial construction projects. This category consists of the finishing work on the inside, the structure, the MEPs, and the ground. The diversity of services required, from green field builds to speciality fit-outs, makes Mult contracting a perfect fit for shopping complexes. By bringing together a single group of speciality contracts, schools can quickly finish their classrooms, labs, libraries, and recreational facilities (Dimitar Kondev, 2017). This is particularly advantageous over mixed-use complexes as contractors can tap into expertise by working on one or a few of the components of the project. 
[bookmark: _Toc182478654]Characteristics of the multi-contract project method:
Table 3: Characteristics of multi-contract project method
	It utilises several contractors, each selected for specific skill sets and a demonstrated ability to deliver similar projects. It is no surprise that the more specialised a contractor is—in mechanical systems, electrical work, or architectural finishes—the more likely all aspects of the project will be high quality.

	Clients are involved with selecting contractors, coordinating, and making decisions to the extent that they can maintain a good deal of control over the process (Pasian, 2016). Their active participation allows swift response to challenges, direct quality control, and tangible decision-making that influences project outcomes.

	Having multiple contracts for different aspects of a project allows for greater flexibility with terms, specifications, and performance expectations. Separating each component will allow us to maintain multiple contractor options and agile management (Project Management Institute, 2013).


[bookmark: _Toc182478655]Advantages and disadvantages of the multi-contract project method:
Table 4: Advantages and disadvantages of the multi-contract project method
	Advantages
	Disadvantages

	Cost-saving via Competition: Clients use the multi-contract method to obtain proposals on each area of the job separately. This more targeted bidding process often produces lower total costs since contractors specialising in a specific type of work can price their work more accurately based on their experience. Furthermore, customers can negotiate the terms of each contract independently, which could result in better value for money due to increased competition among contractors.
It enables thorough quality control and allows immediate resolution of any issues that arise since customers oversee each component in isolation and, therefore, have greater control over the bits of the project (Davis, Golicic, and Boerstler, 2010). This type of control is exercised over Design Choices, Material Selection, and Implementation procedures to ensure that everything is up to the mark.
Since customers can now pick different contractors for different parts of their project, they can choose the best contractor for each part of the work. This flexibility ensures that knowledge is aligned with project needs by permitting the replacement of poorly performing contractors without affecting other project sections.
	It required so much coordination work to manage multiple contractors at a time. Someone needs to ensure that the various contractors are coordinating with one another regarding tasks, timelines, and outputs on the project—and that person is the client or project manager. Beyond this, the more complex the project becomes, the greater the risk of non-communication between contractors and failures in scheduling.
More project management staff need to be hired to manage multiple contracts, increasing administrative overhead and the management burden. More people will maintain those documents, coordinate meetings with contractors, maintain quality control, and administer contracts (Milošević and Martinelli, 2016).
The challenge of interface management: It is complex to manage the activities of so many contractors. Managing the borders between work packages is essential to minimise confusion or overlap. Interface challenges can lead to disputes among contractors and eventual delays in project completion.
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[bookmark: _Toc182478656]Do it yourself (DIY) Method:
The DIY approach discourages hiring external contractors of any sort and instead encourages the use of internal resources by the organisation itself to complete the project. This strategy utilises the existing knowledge, infrastructure, and resources of the organisation to complete a project. This strategy works wonders when an organisation has the in-house expertise to manage the project needs.
Since software development projects are a natural contender for this do-it-yourself strategy — many companies have a knowledge base on their systems, coding standards, and business needs. This allows these groups to develop and implement solutions faster while maintaining complete ownership of their work and any IP developed during the process (Kerzner, 2013).
This DIY strategy is effective in R&D projects due to the nature of this type of work, which requires in-depth knowledge of the organisational know-how, sensitive information, and iterative processes. Internal teams are known to keep information to themselves even while using the organisation's existing knowledge and research resources.
If the maintenance or facilities teams within a company have the proper skillset, small construction projects such as remodelling office space or facility changes may be performed in-house. This keeps costs low and gives the project a better chance of integrating into the existing fabric (Greer, 2014).
[bookmark: _Toc182478657]Characteristics of the DIY project method:
Table 5: Characteristics of multi-contract project method
	Use of in-house resources: The DIY method relies significantly on existing in-house time, energy, and resources. This approach leverages existing available resources, such as knowledge workers, existing technology, and physical space. Having a team that is aware of the company's systems, procedures, and culture allows individuals to be more efficient in completing projects and aligning with organisational goals (Pasian, 2016).

	Explains how organisations enjoy complete authority while executing a project, from planning to execution. This level of hands-on management allows for quick decision-making, course correction and problem-solving here and now, without third-party involvement. Through careful progress monitoring, management ensures that all initiatives and plans are in step with organisational requirements and standards (Greer, 2014).

	In-house project management means overseeing projects with internal staff who understand the organisation's goals, limitations, and environment. These managers may also employ existing relationships and communication channels to promote better team coordination and stakeholder involvement within the organisation's formal structure.
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	Advantages
	Disadvantages

	There are three significant advantages to do-it-yourself. It allows unparalleled control over the project execution, enabling project managers to make decisions quickly, change plans, and respond to changes without waiting for external dependencies. Also, it builds the organisation's retention of what is learned when the people forming teams have experience. Third, it often results in significantly lower out-of-pocket costs because it utilises existing capabilities and does not incur the expense of contractor overhead, risk premiums or outside consultants (Ferraro, 2012). Owing to these benefits, organisations with strong internal capabilities and resources at their disposal are more inclined to opt for the DIY strategy.

	This DIY approach has three main disadvantages. This could be a problem for organisations that will need to ensure they are still getting the high-quality work expected of them – especially when project work will require knowledge they do not already possess. Secondly, internal teams struggle to resource them because they split their time between project work and BAU (Business as Usual). This balancing act often creates tension between operational requirements and project goals. Third, project work entails opportunity costs because teams involved in these projects cannot simultaneously work on other worthwhile efforts, which may delay fulfilling the organisation's strategic goals (Milošević and Martinelli, 2016). These constraints can have a much higher impact on the project's success and, ultimately, the organisation's effectiveness, depending on how project managers use the DIY method.


Source: (Self-Made)
[bookmark: _Toc182478659]Multi-contact + DIY project method:
Combining internal capabilities with third-party contracting, this hybrid approach can offer organisations an ingenious way to maximise resource use while retaining direct control over the most critical parts of the system. It has worked beautifully for technology rollouts when in-house IT departments partner with external specialist providers (Project Management Institute, 2013). This approach is valuable for dealing with existing facilities because it pairs internal facilities management expertise with contracted construction. Some of the technical aspects of product development can be outsourced using in-house research and design resources. This strategy works well in business transformation efforts since we can offer an equal balance towards executing organisational change delivery through internal processes or external change management exposure.
[bookmark: _Toc182478660]Characteristics of Multicontract + DIY project method
· Organisations that use a mixed delivery model, which combines internal resources with external contractors, may use in-house knowledge and specialised external skills to complete projects effectively.
· Using criteria like criticality, available resources, and expertise, organisations use selective outsourcing to choose which parts of a project to manage in-house and which to outsource. Core functions are kept in-house, and specialised duties are outsourced (Kerzner, 2022).
· Efficacious risk management: The organisation and external contractors are each given a portion of the risk according to their specific roles. This way, everyone may focus on managing the risks they are most capable of.
[bookmark: _Toc182478661]Advantages and disadvantages of Multicontract + DIY project method
	Advantages
	Disadvantages

	By distributing work according to skills and availability, organisations may maximise their internal resources and bring in outside experts for optimal resource utilisation. Internal teams play to their strengths, while contractors handle areas where they are weak (Ferraro, 2012).
Achieving a balance between internal control and external expertise: When necessary, organisations can tap into specialised external knowledge while still monitoring crucial areas. This equilibrium allows for the continued strategic supervision of critical project components while ensuring excellent delivery.
Optimal use of internal personnel for appropriate tasks and outside contractors for specialised work allows organisations to save costs. This focused strategy reduces needless external expenditures while making good use of internal resources.
	There are three main challenges associated with this hybrid approach. First, coordination between internal teams and outside contractors is a massive lift and usually leads to forced communication and lag. Second, it leads to confusion regarding who is ultimately responsible for what (e.g., accounts and project team members) and duplicated–or missed–work by outside and inside parties. Third, from a quality and methodology approach, working with outside vendors introduces a significant gap; they all work differently, and the variance in the deliverables output from disparate internal and contracted teams may be inconsistent and uncreative (Kerzner, 2013).
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[bookmark: _Toc182478662]Conclusion:
Choosing a suitable contracting method is essential for project success, but it must be reconsidered because project complexity, organisation capabilities, risk appetite, resource availability, etc., along with project diversity, have constantly changed. This yields different trade-offs for organisations.
Turnkey is simple, with clear accountability, but it is more expensive and requires less control. While a multi-contract approach can provide flexibility and cost savings, it requires extensive coordination. Ways to organise industry activities are highly secure, with high knowledge retention limited by internal capabilities. The hybrid Multicontract + DIY is in between, but it demands attention to managing internal and external resources (Milošević and Martinelli, 2016).
Choosing the contracting method was connected to critical interpretation of project needs, organisation context, and high-level objectives, which are major factors in success in project delivery. By matching project characteristics against an organisation's capabilities and resources, the best contracting method can be determined to ensure the best results throughout project implementation.
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