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The problem of designing a contract mechanism to allocate the component subprojects of a large project to a
pool of contractors has important implications for project success. Using a stochastic model, we discuss the
issues involved in diversifying risk for the project owner by partitioning the project and assigning the
subprojects to multiple contractors whose performance characteristics are imperfectly known. In the case of a
homogeneous project consisting of serial subprojects, we show that disaggregating the project and assigning the
subprojects to the contractors on a piecemeal basis reduces variance of project duration while leaving the mean
unchanged. On the other hand, in the case of a homogeneous project consisting of parallel subprojects,
aggregating the subprojects and assigning the aggregated project to one of the contractors reduces mean project
duration.
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