



The four (4) methods of contracting in project management and their relative advantages and disadvantages



Programme: BA (Hons) Business Management
Module: Project Management
Module code: LCBB6006
Student number: 2330278















Table of contents

1.	Introduction	3
2.	The Goal and Context of Contracting in Project Management	3
3.	Contracting Methods: Descriptions, Advantages and Disadvantages	3
4.	Comparative Analysis and Practical Considerations	8
5.	Market context influences method choice	8
6.	Conclusion	9
7.	References	10














1. [bookmark: _Toc233534845]Introduction
A key choice in project management is contracting strategy, which establishes the allocation of scope, risk, cost, schedule, and quality obligations among the customer, contractors, and consultants. In order to fulfil strategic goals, limit risk, manage complexity, and align incentives, project managers choose contracting strategies (PMI, 2021). Four contracting techniques—Turnkey, Multicontract, Do-It-Yourself (DIY or client-managed), and Multicontract + DIY (a hybrid), that are frequently employed in construction and other capital projects are described in this essay. The essay defines each technique, talks about its relative benefits and drawbacks, and uses real-world project examples to contextualize applicability. Enabling project stakeholders to choose contracting strategies that best fit project features, organizational capacity, and risk tolerance is the goal.
2. [bookmark: _Toc233534846]The Goal and Context of Contracting in Project Management
The application of knowledge, skills, tools, and procedures to project activities in order to achieve requirements is known as project management (PM) (PMI, 2021). Through contracting, the PM plan is translated into legally binding agreements that specify who completes tasks, who assumes which risks, how performance is evaluated, terms of payment, and dispute resolution. Risk allocation (technical, financial, schedule, and legal), management overhead and transaction costs, flexibility for design modifications and innovation, control over quality and coordination, market competitiveness, and pricing dynamics are all impacted by choosing a contractual approach (Walker & Dey, 2022).
When a project lacks internal capacity, when specialist contractors can produce at a lower cost or higher quality, or when it makes strategic sense to shift risk to the market, it may decide to contract out (Zhang et al., 2023). On the other hand, clients continue to work when they have strong internal capabilities, require direct management, or when knowledge retention is crucial (Harris & Nguyen, 2022).
The essay's remaining sections examine the four approaches and offer recommendations for the best times to use each.
3. [bookmark: _Toc233534847]Contracting Methods: Descriptions, Advantages and Disadvantages
· Turnkey Contracting
Description
Turnkey contracting, also known as EPC (Engineering, Procurement and Construction) or Design-Build-Turnkey, is a single-contract method where a single contractor or consortium handles all aspects of design, procurement, construction, testing, and delivery of the finished facility to the client (Ochieng & Carter, 2021). The turnkey contractor provides a project that is ready to use once the client sets output needs and performance standards.
Advantages
· A single point of contact lowers interface risk and streamlines contract administration (Kongsuk et al., 2022).
· Predictability: frequently a lump amount or fixed price that transfers price risk to the contractor and offers clear cost visibility (Zhao & Park, 2024).
· - Quicker delivery: By integrating design and construction, timetables can be shortened by concurrent activities (Almeida & Singh, 2022).
Less daily supervision is needed, which is beneficial for customers with limited technical capabilities (Walker & Dey, 2022).
Disadvantages
· Customization and future flexibility may be limited if clients have less control over design aspects (Harris & Nguyen, 2022).
· - Greater margins for contractors to cover transferred risks, which could raise the initial cost (Zhang et al., 2023).
· Information asymmetry can hinder innovation or lifecycle optimization since the contractor designs to satisfy minimal contractual performance (Ochieng & Carter, 2021).
· Contract complexity: it is difficult to design thorough output-based specifications that account for all performance criteria, which could result in disagreements (Kongsuk et al., 2022).
Suitability and Example Project
Turnkey projects, such as major improvement packages for Thames Water's Beckton Sewage Treatment Works were delivered using EPC-style contracts; single contractors were given huge scope packages to complete the design, procurement, and construction of a functioning facility. Timeline certainty and operational handover are important in this situation, turnkey transfers commissioning risk and lessens the coordinating burden. However, turnkey might not be as suitable for custom facilities where future flexibility or client-led innovation is important (such as research laboratories) (Almeida & Singh, 2022).
· Multi-contracting
Description
The customer enters into several direct contracts with specialist contractors and consultants for various work packages (civil works, MEP, façade, equipment, etc.) in multi-contracting, also known as multi-prime contracting. Through an owner's engineer or project management team, the customer usually arranges interfaces between contractors (Gonzalez & Reed, 2023).
Advantages
· Increased client control: the client can direct design choices and quality standards through direct contracts with trade contractors (Harris & Nguyen, 2022).
· If the market for specialty is competitive, competitive pricing for individual packages can reduce prices (Zhao & Park, 2024).
· - Procurement flexibility: the client can choose top-notch experts for every package and make parallel purchases to speed up the timeline (Walker & Dey, 2022).
· Knowledge retention: When client teams interact directly, managing several contracts fosters organizational learning (Gonzalez & Reed, 2023).
Disadvantages
· High coordination and transaction costs: the client must have good project management skills and incur interface risk (Kongsuk et al., 2022).
· Inter-contractor dependencies raise the risk of disagreements and delays (Zhang et al., 2023).
· The likelihood of misalignment increases in the absence of a competent owner's representative or project management office (Gonzalez & Reed, 2023).
· Contracting, monitoring, and payment cycles are compounded due to administrative complexity (Harris & Nguyen, 2022).
Suitability and Example Project
The London 2012 Olympic Park renovation program was divided into numerous trade and speciality contracts (infrastructure, venues, landscaping, fit-out), with several prime contractors being coordinated by the Olympic Delivery Authority/LLDC. Although they can optimise each package for cost and performance, the customer must invest heavily in coordination and interface management to avoid schedule slippage (Walker & Dey, 2022).
· Do-It-Yourself (Client-Managed) Contracting
Description
DIY contracting, sometimes referred to as client-managed delivery, is the practice of the client organization performing important project tasks on its own. This means periodically working with internal forces and employing internal staff for design, procurement, and construction supervision. The customer maintains direct contractual contacts only when absolutely necessary (Harris & Nguyen, 2022).
Advantages
· Maximum customer control over all aspects, including knowledge retention, strategic outcomes, design integrity, and quality (Zhang et al., 2023).
· If the client has competent internal execution capabilities, there may be potential cost savings by avoiding contractor margins (Kongsuk et al., 2022).
· Improved privacy and congruence with company goals (Gonzalez & Reed, 2023).
· Phased handover and simpler integration with organizational activities (Almeida & Singh, 2022).
Disadvantages
· High internal resource requirements: not all clients have the necessary systems, procedures, and experienced personnel (PMI, 2021).
· Potential inefficiencies: a lack of market rivalry may hinder innovation and cost-effectiveness (Zhao & Park, 2024).
· The client bears all technical, financial, and scheduling risks, which can be significant for intricate projects (Ochieng & Carter, 2021).
· It may not be cost-effective to capitalize and remain prepared for intermittent projects (Harris & Nguyen, 2022).
Suitability and Example Project
For tighter operational integration and asset knowledge retention, Transport for London (TfL) has managed elements (client design and programme control, as well as some in-house works) when a client has a continuous programme of work and the internal capacity to deliver, such as the TfL station upgrade programme (certain packages). However, DIY is risky for one-off, highly specialised projects due to a lack of skill (PMI, 2021).
· Multicontract + DIY (Hybrid)
Description
A hybrid strategy combines aspects of DIY and multi-contracting: specialized packages are granted under separate contracts, while the customer manages and executes key strategic components. In areas where it excels, the client may self-perform tasks and usually maintains central coordination (Gonzalez & Reed, 2023).
 Advantages
· Clients maintain strategic management while utilizing market experience for specific activities through balanced control and outsourcing (Walker & Dey, 2022).
· Risk optimization involves the client taking on risks that it can control and assigning others to contractors, adjusting allocation based on capabilities (Kongsuk et al., 2022).
· Flexibility: Depending on project phases and resource availability, the customer can scale up or reduce internal activities (Almeida & Singh, 2022).
· Combining direct procurement for long-lead commodities with specialized contractors for installation can potentially reduce lead time and save costs (Zhao & Park, 2024).
Disadvantages
· Coordination complexity: complicated governance and integrated planning are needed to manage a mixed delivery strategy (Zhang et al., 2023).
· Contractual ambiguity: If boundaries between contractor and internal work are not well established, interface issues may arise (Ochieng & Carter, 2021).
· Resource strain: According to Harris and Nguyen (2022), the customer must continue to have enough internal capacity to efficiently manage retained functions.
· If jobs overlap or governance is inadequate, there may be redundant effort and inefficiencies (Gonzalez & Reed, 2023).
Suitability and Example Project
For projects when the client needs outside specialists for certain tasks but has core strengths for others, the hybrid method works well. For instance, trusts frequently commission and oversee clinical design and equipment procurement in-house while contracting out building work and specialised MEP installation to numerous contractors in NHS hospital redevelopment projects (common model, e.g., some Trust-led hospital refurbishments). This technique allows the authority to keep control over operations and assets by utilising market knowledge for technology supply (Walker & Dey, 2022).
4. [bookmark: _Toc233534848]Comparative Analysis and Practical Considerations 
Project-specific considerations such as complexity, scale, technological novelty, timetable urgency, client capabilities, market conditions, and risk appetite should guide the choice of the best contracting approach (Walker & Dey, 2022). Relative positioning is highlighted in the table-style summary:
· Turnkey assigns the majority of execution and cost-overrun risk to the contractor, DIY and multi-contract assign risk to the client, and hybrid assigns risks according to capability allocation (Zhao & Park, 2024).
· Control and knowledge retention: Turnkey offers the least amount of control, hybrid offers intermediate control, and DIY and Multicontract offer the most (Gonzalez & Reed, 2023).
· Turnkey reduces client-side management costs, DIY and Multicontract raise them, and hybrids necessitate significant governance capacity (Kongsuk et al., 2022).
· Flexibility and innovation: Turnkey can inhibit client-driven innovation unless contractually encouraged, whereas Multicontract and DIY promote innovation from numerous vendors and client involvement (Ochieng & Carter, 2021).
Considerations for the project lifespan are also important. Regardless of the delivery type, clients should include lifecycle performance requirements and incentives in contracts for projects where whole-life cost and maintainability are crucial (such as hospitals and data centres) (Almeida & Singh, 2022). Single-point accountability (Turnkey) lowers interface risk for technology-heavy projects with significant integration risk; nonetheless, the client must guarantee thorough acceptance testing and performance criteria (Zhang et al., 2023).
5. [bookmark: _Toc233534849]Market context influences method choice
Multi-contracting may lead to improved price-performance trade-offs in competitive marketplaces with a large number of specialist contractors. On the other hand, turnkey may be dangerous or costly in areas with few trustworthy turnkey providers (Walker & Dey, 2022).
Contract drafting and governance are decisive
Regardless of the delivery type, the possibility of project failure is decreased by well-defined performance requirements, explicit interface roles, risk-sharing mechanisms (such as incentives and capped liabilities), progress verification, and dispute resolution provisions (Ochieng & Carter, 2021). Alliancing and integrated project delivery (IPD), two contemporary strategies that use contractual incentives to bring parties together around common goals, can be used in addition to or instead of the four approaches covered (Kongsuk et al., 2022).
Contextual example (mid-size urban hospital, approx. £150M)
Turnkey: Attractive if the healthcare authority needs quick delivery and lacks internal delivery capacity, drawbacks include higher contractor profit and less control over clinical layout (Zhao & Park, 2024).
Multi-contract: Desirable if the authority want to maintain control over clinical planning and choose specialized medical equipment providers directly, requires a robust PMO to handle interfaces (Gonzalez & Reed, 2023).
DIY: High risk, only feasible if the authority has robust internal technical teams and a consistent project burden (Kongsuk et al., 2022).
Hybrid: A popular option that balances control and competence by having the client oversee clinical design and equipment selection (DIY portions) while using specialized contractors for building work and MEP (Almeida & Singh, 2022).
6. [bookmark: _Toc233534850]Conclusion 
The choice of contracting technique is a strategic choice that has a significant impact on project results. Although turnkey reduces client control and can be more expensive, it offers single-point accountability and schedule assurance. Higher control and possible cost benefits are provided by multi-contracting, but it necessitates good coordination skills. Although DIY centralizes control and knowledge retention, it requires substantial internal expertise and fully exposes the client to project risk. Although it gives flexibility and balance, the hybrid multi-contract + DIY method complicates governance. Project size, complexity, customer capability, market conditions, and risk tolerance all influence the best option. All approaches to project success depend on efficient contract drafting, precise interface definitions, and governance procedures.
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