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Abstract

This article examines the relationship between the type of a development aid implementing 
organisation (public or private) and the quality of project management in development aid. The 
author begins with main public administration considerations – how public aid administration is 
different from private and furthermore, how particular sectoral characteristics of organisations 
influence the quality of the management process. The article combines empirical findings on the 
differences between the public and private sector with a complex setting of development aid and 
main success factors in development aid activity, in order to determine whether for-profit or public 
companies are more likely to achieve better project management processes. The article identifies 
some indices that favorise private companies, and outlines further necessary steps that should be 
taken in order to broaden the argumentation and confirm or reject this assertion. 
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Introduction

Whether project management practices within private companies that 
implement foreign aid projects are better than within public agencies is 
an important question with far reaching policy implications. Public-private 
differences have been one of the central topics of the public administration 
field, but development management studies are lacking attempts to 
apply these findings. Attempts to measure aid quality and assess aid 
management practices within official aid agencies have focused on the 
agency-level, while project practices within implementing organisations 
in the field have usually been completely excluded, although the role of 
implementing organisations can be pivotal in determining short- and long-
term impacts of aid (Andersson & Auer 2005). In the light of the Millennium 
Development Goals (MDG) deadline, this research is motivated by the 
wish to formulate policy implications for better and more sustainable aid. 

Official development cooperation agencies started contracting out 
entire projects or parts of their projects in the 1980s. The first contracts 
were made with universities and research institutions, and later on for-
profit companies were contracted to implement development aid 
projects. This change was influenced by a global privatisation movement 
in which governments started outsourcing traditional domestic services. 
The goal of contracting out was to create a more efficient and effective 
delivery of services through a system that provides better management 
than public management (Hart 1983). There has been ample research 
focused on private-public differences and effects of contracting out of 
traditionally governmental services, such as health care, transportation 
and education. However, the phenomenon of contracting out, even 
though overwhelmingly present in the field of development aid, has 
most definitely escaped scholarly attention (Huysentruyt 2011), as there 
has hardly been any scholarly research examining the consequences 
of contracting out upon aid efficiency, effectiveness or quality, after 
the inclusion of the private sector as a common player in the field. 
Some scholarly research on contracting out has been conducted (see 
Huysentruyt 2011 and Berrios 2000), but with a special focus on only 
two development agencies, the USAID and the DFID. Other research 
conducted in the field of development aid has rarely analysed in depth 
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the sectoral belonging of the organisations implementing aid as a factor 
which plays a decisive role.

One reason why this may be the case is that it was rather late that the 
behaviour of donors was connected with results in the development aid 
industry. It was mostly recipient countries that were scrutinized. One of 
the major studies which had far reaching policy consequences (Burnside 
& Dollar 2000) stated that aid had better impact on growth in recipient 
countries with good fiscal, trade and monetary policies. High corruption 
levels and the ignorance of autocratic leaders were considered to diminish 
aid effectiveness (Knutsen 2009; Meredith 2006; Ayittey 2005; Baland et 
al. 2010). Some further empirical studies have even shown that aid can 
have detrimental effects on citizens’ welfare in countries with autocratic 
regimes (Easterly 2003; van de Walle 2001). This scholarly research laid 
out the basis for a policy of conditioning, which is common within many 
donor countries. In return for foreign aid, donor countries demand 
macroeconomic stability, non-interference with market pricing, openness 
to international trade and privatization of state-owned industries (Easterly 
2003). In that way donors secure that their money is not wasted because 
of inadequate in-country policies. 

On the other hand, research concerned with development aid has dealt 
with the behaviour of donors and implementing bodies to a much lesser 
extent. The first analytic research which grappled with the actual practices 
of different donors—those over which donor organisations have control 
that are likely to affect the long-run effectiveness of aid were conducted 
by Mosley (1985) and White and Woestman (1994). They strictly focused on 
donor policies (the amount of aid given; the terms and conditions under 
which it is given; the extent to which it is tied; its allocation to recipients) 
as determinants of aid quality. Deininger et al. (1998) and Kilby (2000) 
studied World Bank projects and convincingly demonstrated that donor 
efforts can improve aid effectiveness. Later on, Wane’s empirical research 
(2004) dealing with the determinants of foreign aid quality confirmed the 
results of Burnside and Dollar (2000) that aid works in countries with good 
governance and reasonable economic policies, but also proved that aid is 
not donor-neutral and that its effectiveness is not exclusively determined by 
the characteristics of the recipients. Following a similar research direction 
Tierney et al. (2011) proved that the nature of the organisation implementing 
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aid can also influence aid effectiveness. The latest research focusing on 
specific policies of donor agencies assumed to have a powerful impact 
on aid outcomes have been done by Easterly and Williamson (Easterly & 
Williamson 2011), Easterly and Pfutze (2008) and the Kharas (2011) Quality 
of Official Development Assistance Index (QuODA).

This research has shown that there is a strong connection between donor 
behaviour and aid outcomes. Under the behaviour of donors that can 
influence aid outcomes come aid quantity, the geographical distribution 
of aid, the type of aid (budget support, project/programme-aid), the level 
to which aid is tied, transparency, aid fragmentation, the conditioning 
policy etc. These are just some of the choices that policy-makers in donor 
countries face and that might, to a higher or lower extent, influence aid 
outcomes. The choice whether to contract a service delivery or to use a 
governmental agency to implement an aid project is one of the policy 
options which has caused attention of researchers in other industries. 
Without disputing previous research that stipulated that donor policies 
such as aid allocation or aid fragmentation influence aid outcomes, the 
author wishes to emphasize the importance of the role of implementing 
organisations for the entire aid delivery process. 

Development aid projects which are implemented by a tender-winning 
for-profit company and projects which are delivered by a governmental 
official aid agency are likely to be different. Without assuming qualitative 
implications, one could speculate that project staff is likely to operate 
differently in the field and have different incentives - their reporting process 
could show variations, their learning efforts and abilities might be different 
and the way they communicate and connect to the main project 
stakeholders and beneficiaries could also vary. All of these constitute 
important elements of project management and could influence its 
quality, which has impact on overall aid effectiveness. That is why it would 
be important to deeply investigate these two types of aid implementation 
and their implications on the project management processes.

As briefly mentioned above, another novelty in the approach that this 
research brings is project-level research. The idea behind project-level 
research is favoured in the works of Miller (2011), which claims that 
macro-level studies do not have real practical value and that project- 
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and program-level analysis tends to be more reliable. The author is of the 
opinion that although the policies on the agency-level do influence the 
quality of aid, the decisive role is played by actors in the field. Whether 
a well-designed development aid project turns out to be a success or 
a failure is to a great extent a matter of the work being done by the 
project staff in the field. Therefore, the author argues, applying the core 
approach to public-private difference,  that is whether an organisation 
implementing aid is private or public is an important determinant in quality 
of management within this organisation (O’Toole & Meier 2003; 2004).

The article begins with a brief historical description of the development 
aid field in order to describe the setting. It is followed by an overview of 
the changes that occurred in the entire public administration sector due 
to the introduction of New Public Management (NPM), with a special 
emphasis on changes within the institutions managing and implementing 
development aid.

The second part investigates the possibilities of application of project 
management knowledge in the development aid industry and outlines 
specific features of this industry in comparison to other, traditional fields 
of project management knowledge application. The author reviews 
the existing related literature and identifies main project management 
practices that apparently bring better aid outcomes. These project 
management dimensions serve to determine the type of organisation/
management that is more likely to satisfy the special criteria of successful 
project management in development aid settings. 

The third part presents the existing debate about the differences between 
public and private organisations and public and private management. 
These findings will be used to build up the argumentation on why sector 
may play a very important role when it comes to development aid 
delivery at the project level, and try to answer the main question: which 
sector actually does a better job in this field? The approach used in this 
article will mostly be a theoretical one, and its assumptions remain to be 
confirmed through a field study at a later stage of research.

The article concludes with a discussion of the findings and further steps 
which are necessary to make in order to reach plausible assertions.
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The Development Aid Field 

Development aid, in the narrow sense of the word, was first introduced 
in the aftermath of the Second World War with the Marshall Plan. In 
that period states had a multitude of tasks at their hands, from creating 
conditions for economic prosperity to correcting leadership in those areas 
where the private sector appeared ineffective (Dwivedi 2002). However, 
already in the 1970s the dissatisfaction with big Weberian hierarchical 
public administrations grew: they were often described as old-fashioned 
and dysfunctional (Kapucu 2007). At the same time, a strong belief 
in the market and in the idea that private is better than public lead to 
widespread and deep changes in public administrations world-wide. This 
entire movement is known as New Public Management. The term NPM has 
been defined in many different ways (Greener 2013), and although it has 
never been a very consistent set of ideas (Manning 2002), there is a general 
agreement that it entails the following elements: the professionalisation of 
management in the public sector, performance measuring, emphasis on 
outputs instead of inputs, the disaggregation of units in the public sector 
in order to make them easier to manage, a shift to greater competition, 
inclusion of private sector styles of management practice and an accent 
on greater discipline and resource use (Hood 1991). 

NPM has contributed to a wide-spread use of various managerial tools 
initially created for the private sector, as the underlying idea of NPM 
was that “management is management” (Murray 1975), and that public 
organisations should import behaviour models and managerial processes 
from the private sector (Box 1999; Carroll & Garkut 1996; Hood 1991). As 
contracting out meant employing private companies for service delivery, 
it was seen as one of the ways to improve service provision, cut costs 
and reduce the role of government. Those services that have traditionally 
been in the hands of states started being contracted out, e.g. health 
care, education and even police protection in some countries.

In development aid, dissatisfaction with achieved results coincided with 
discontent with big governments and similar changes were introduced 
in those parts of governmental agencies in charge of development aid. 
As a response to economic, social and political pressures, governments 
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started contracting out services in development aid to for-profit and 
non-governmental organisations (NGOs). Findings from the United States 
reported that the USAID was viewed as being extremely badly managed 
and incompetent, leading to even suggestions to close it (Berrios 2000). 
In Sweden a report on governmental roles and responsibilities concluded 
that foreign assistance could be performed more cost-effectively if it were 
contracted to private actors through a competitive bidding process (Sida 
1989). Similar reasoning was used in other countries as well, so nowadays 
both multilateral organisations and a majority of governments routinely 
use private (for-profit or non-profit) entities for project delivery. At the same 
time, there are countries that have not gone that far with implementation 
of the NPM ideas and therefore privatisation and outsourcing have not 
taken place in the development aid field. Instead, they keep using their 
own offices and project staff for foreign aid project delivery in developing 
countries. This research explores the consequences of these two policies 
with a focus on management quality on the level of individual aid projects.

Despite early assessments of NPM that have been overly optimistic, 
such as the one that we are lucky to be living at the time when truth 
has been discovered (Osborne & Gaebler 1992), later estimates of the 
actual overall effects of NPM policies are rather ambiguous. Big claims 
were made by NPM supporters, both concerning the improvement of 
government performance and about cost savings (Manning 2002), but 
direct comparison of before and after, concerning both quality and 
costs are hard to make (for a discussion, see Domberger & Jensen 1997). 
Concerning the costs, findings are very different and range between 10% 
and 50%, depending on the country and industry (Domberger & Jensen 
1997), but transaction costs can be large enough to offset these savings. 
As far as quality is concerned, similar findings both in favour and against 
contracting out can be found, and research of this type is extremely 
burdened by the concept of quality of services which is hard to measure 
and rarely allows for direct before-after comparisons. 

Acknowledging these difficulties, this research focuses on the differences 
in management practices within private and public implementing 
organisations, which are likely to influence the quality of aid, instead of 
trying to assess the direct effects of contracting out on aid quality, as it 
would have been at least equally problematic as in other fields.
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Project Management in Development Aid

The central question of project management research since the late 
1960s, regardless of the field in which the findings could be applied, 
attempted to answer the following question: What factors contribute 
to the success of a project? In addition to that, how can we know if a 
certain project is successful; namely, what criteria can we use to measure 
project success? Although the development aid industry is dominated 
by project-type interventions, it benefited from project management 
knowledge rather late. Some of the research from the late 1990s argued 
that, despite the difference between international development projects 
and “hard-type” projects, the solution to the most common problems 
in development aid is to learn the basics of project management and 
apply them in this specific context (Youker 1999). This traditional view has 
been challenged by some more recent research calling for more industry-
specific issues and challenges (Carden & Egan 2008), which has led to 
some initial findings about industry-specific factors contributing to project 
success in the development aid industry.

Another debate in management literature which is of importance for this 
research is whether management practices can be evaluated as good or 
bad, or whether every management practice is contingent (Woodward 
1958). Supporting findings from Bloom et al. (2011), the author starts 
from the assumption that there is a basic set of management practices 
which contribute to better outcomes. The goal for now is to identify these 
practices (dimensions) while in the later phase of research they will be 
elaborated and specific measurable indicators for each dimension will 
be created. This will enable the assessment (from good to bad), the 
measurement, and comparison of project management practices in 
development aid.

Finally, of the highest importance for this entire research-project is the 
general belief that management matters for overall performance and 
project effectiveness. The various reports found (O’Toole & Meier 2003; 
Nicholson-Crotty & O’Toole 2004; O’Toole & Meier 2004) that although it is 
not the only determinant of performance, it is a very substantial one. This 
means that, if we are able to operationalise management practices in 
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a way that they could be measured, it gives us a possibility to compare 
these practices in different projects while they are in their implementation 
phase and see which type of project delivery achieves a higher quality of 
management on average. Based on that we can assume which projects 
are more likely to perform better and deliver more effective aid.

In these efforts, it must be acknowledged that the development aid 
field differs from other traditional fields of applying project management 
knowledge. A short review of the literature outlining the uniqueness of 
the international development field compared with traditional projects 
reveals the following:

1. Project goals: Project goals in development aid are usually connect-
ed to social transformation and human development which makes 
project performance measurement notionally complex (Crawford 
& Bryce 2003);

2. Strong political component: development aid projects contain a 
very strong political component due to specific impacts of aid inter-
ventions (Britton 1998); 

3. Environment: development aid projects usually take place in an en-
vironment of diverse and even contradictory expectations which 
makes traditional project management approaches less appropri-
ate, and where flexibility in decision-making plays a very significant 
role for project success (Blunt 1992); 

4. Multiple stakeholders: international aid projects are characterised 
with a very complex web of many stakeholders (Khang & Moe 2008).

Once the main characteristics of the industry have been specified, a 
further challenge consists of finding out which aspects or dimensions of 
the management process actually carry performance implications. 

In order to identify those project management processes and practices 
that might lead to better outcomes in this specific industry, the author 
has started from 10 management knowledge areas as defined by A 
guide to the Project Management Body of Knowledge (PMBOK® Guide) 
(Project Management Institute 2000): project integration management, 
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project scope management, project time management, project cost 
management, project quality management, project human resource 
management, project communication management, project risk 
management, project procurement management, project stakeholders 
management. These areas help as a starting point, but not all these 
knowledge areas are of equal importance in aid industry.

Some significant empirical research concerning elements of project 
management that determine organisational performance and project 
success in development aid have already been conducted. So far we 
know that there is a direct correlation between project success and use of 
monitoring and evaluation tools (Ika, Diallo & Thuillier 2010) and that most 
prominent critical success factors for the World Bank projects are project 
design and project monitoring (Ika et al. 2012). It should be pointed out that 
although project design has been identified as one of the important factors 
contributing to project success, it will not be included in the operationalisation 
of project management practices as the organisations implementing the 
aid often do not have the official power to influence the project design. 
As it is outside their field of action, it would not be fair to punish/reward the 
organisations for something that they have absolutely no influence on.

Furthermore, in order to operationalize the concept of project management 
processes, as needed in this research, besides PMBOK knowledge areas 
and empirical findings on industry-specific success factors, the author has 
reviewed the literature determining project management success factors 
knowledge stemming from general management literature. Based on that, 
it is possible to identify four components which help the operationalisation 
of the term project management process, as needed for this research:

1. Information management system – is a standardized set of auto-
mated tools available within the organisation and integrated into 
a system used to support the need for information (PMI 2013). The 
most commonly used management information system in develop-
ment aid is the monitoring and evaluation (M&E) system. There is 
generally a wide agreement that M&E should form an important 
component of any aid project, and the rhetoric concerning M&E 
affirms this view, the practice of M&E appears to oppose it (Craw-
ford 2004). Therefore it is of great importance for the management 
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of a development aid project to have a well-functioning M&E sys-
tem.

2. Stakeholder management system – project stakeholders are indi-
viduals and organisations that are actively involved in the project, 
or whose interests may be affected as a result of project execu-
tion or project completion. In development aid, the most important 
project stakeholders are final project beneficiaries. General project 
management literature has identified client consultation as one of 
ten project success factors (Pinto & Slevin 1987) whereas in the de-
velopment aid field effective consultation with stakeholders and 
strong local ownership of the project are identified as critical suc-
cess factors. The Paris Declaration also defined ownership as one 
of five principles for making aid more effective (High Level Forum 
2005), and there is a general consensus that development aid pro-
jects cannot be successful without strong involvement of project 
beneficiaries, who are also of great importance for the sustainability 
of development aid projects.

3. Team-leader – besides the general acceptance that knowledge, 
competence, personal characteristics and behaviour of a team 
leader form a significant success factor within any industry, indus-
try specific research done for the development aid industry confirm 
his/her importance (Steinfort 2010).

4. Knowledge management system – knowledge management is the 
process of converting raw information into relevant knowledge and 
using this knowledge to achieve the aims; it is of great importance 
for organisational performance and organisational learning. Roche 
(1999) argues that it is of central importance for the international 
cooperation field. 

The next part discusses basic characteristics of public and private 
organisations, as identified in public administration literature. Differences 
between the two sectors are described in the literature, but the author has 
concentrated on those that could influence the management process 
quality, within the development field, keeping in mind the following:

 - the differences should concern only the implementation phase 
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of the project, as management practices will be assessed in the 
implementation phase;

 - they should show foreseeable impact on at least one of the four 
project management dimensions as defined above.

Differences Between the Public and Private Sector

The first issue when determining the differences between public and 
private organisations concerns the criteria that are used to define the two 
sectors in the first place. Researchers often avoided a clear demarcation 
between the public and private sector, as oversimplification could be 
misleading (Rainey 2009). Nonetheless, these three characteristics are 
widely accepted in the literature: source of financial resources, ownership, 
and mode of governance (Perry & Rainey 1988) as basic criteria used to 
determine belonging either to the private or public sector. In reality, of 
course, many hybrid forms of organisations exist, so that some researchers 
would rather argue that there is a certain continuum between strictly for-
profit firms on one side and rigidly governmental agencies on the other, 
with a lot of hybrid organisations between the two ideal types (Fottler 
1981). However, for the purpose of this article, by using the term public 
organisations, the author refers to those that are publicly funded and 
owned, as well as controlled by rules and directives (Fottler 1981), while 
private organisations are those that are privately owned, and guided 
by market forces. It means that a for-profit consulting company, which 
implements projects funded by a donor government, is to be regarded as 
a private company, although part of its funds are actually public.

By now, three conceptual frameworks have crystallized from the long-
lasting debate about the differences between the public and private 
sector: the generic approach, the core approach and the dimensional 
approach (Scott & Falcone 1998). The proponents of the generic 
approach argue that there are no essential differences between the 
two sectors, and they reject the distinctions between sectors as pure 
stereotypes (Lau et al. 1980; Murray 1975). The core approach advocates 
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argue that the two sectors actually operate differently (Rainey 1989; 
Ranson & Stewart 1989; Nutt & Backoff 1993; Williamson 1999; Baarspul 
& Wilderom 2011). Their argumentation is based either on the economic 
theory of property rights, suggesting that public organisations have lower 
efficiency (Clarkson 1972), or public choice theory claiming that public 
organisations are unresponsive to the preferences of people who receive 
their services (Boyne 1998). In the dimensional approach, developed 
by Bozeman (1987) publicness is seen as multidimensional, explaining 
that some organisations can be more political in some aspects, but 
more economical in others. This approach enables the analysis of some 
organisational forms that do not fit into the simplified dichotomy of public 
and private and reflects the growing number of hybrid organisations. 
The author will use the core approach in this article, as its emphasis on 
public-private differences is most consistent with research where sectoral 
difference is the independent variable.

Differences and similarities between the private and public sector comprise 
a research topic that has been the core question of public administration 
since its founding (Hvidman & Andersen 2013). Many differences have 
been identified, many only insinuated. For the purpose of this article, three 
differences will be outline and further discussed: the usage of same tools 
with different consequences; the difference in variance of actions and levels 
of bureaucracy, and red tape. These three are chosen as they are likely to 
directly affect one or more of the four project management dimensions which 
are taken as having special importance in the field of development aid.

Same Tools Different Outcomes

NPM has contributed to a widespread use of various managerial tools 
initially created for the private sector, as the underlying idea of NPM 
was that “management is management” (Murray 1975), and that 
public organisations should import behaviour models and managerial 
processes from the private sector (Box 1999; Carroll & Garkut 1996; 
Hood 1991). The efforts to improve public sector management during 
the NPM era focused to a great extent on organisational performance 
and results. Performance management is a generic term for different 
models of management (Moynihan 2008), including the results-based 
management (RBM) which was introduced in the institutions managing 
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official development assistance. During the 1990s it was introduced in the 
entire United Nations (UN) System, Canadian International Development 
Agency (CIDA), USAID, Norwegian Agency for Development Cooperation 
(NORAD), Swedish International Development Cooperation Agency 
(Sida), and many other multilateral and bilateral state agencies. The aim 
of the RBM was to improve effectiveness and accountability. According 
to Ireland et al. (2003) and Binnedjikt (2001) the RBM also serves to improve 
management (i.e. learning, improved decision-making, and planning etc.) 
and performance reporting. The entire industry was very much oriented 
on how much aid was given and what activities have been undertaken, 
without critical assessment of what has actually been achieved. RBM was 
considered to be a powerful idea which could change the way how aid 
agencies think, focusing on outcomes instead of inputs and outputs and 
on impacts instead of activities (Flint 2003). 

Although the generic management literature would suggest that 
application of managerial tools is not contingent on the sector where they 
are applied, recent discussion in the field of public administration offer 
different assumptions. Sparked by the article written by Meier and O’Toole 
(2011) about differences between public and private management, the 
debate had an intention to move the focus from the question of how 
public and private organisations differ, to how outcomes of managerial 
actions vary in these two sectors. This change of focus is important, as it 
may contribute to a better understanding of outcomes of RBM application 
in the two sectors that are being examined here.

Meier and O’Toole argued that internal organisational characteristics such 
as goal clarity and incentives can influence the way tools are applied, and 
moreover, with what outcomes. In public organisations where multiple 
goals and lack of incentives to focus on good performance, but rather 
on following rules and procedures, may indeed negatively influence the 
application of result-oriented tools such as RBM. On the other hand, private 
for-profit organisations have a clear and central profit-making orientation. 
In the case of project delivery in development aid, the achievement of 
project goals is what brings profits, as good performance is most likely 
awarded with future contracts. Therefore, the results-orientation is central 
to the survival of private companies, whereas in public agencies incentives 
to accomplish project results will probably not be as strong. 
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Empirical findings about different outcomes within public and private 
companies are for now not very rich. The authors Hvidman and Andersen 
(2013) used the example of performance management to investigate how 
management principles and techniques imported from the private sector 
influence management outcomes in the public sector. The empirical 
study has shown, applied on public and private schools in Denmark, 
that performance management is indeed less effective when used in 
public organisations. It is of course clear that one cannot generalise these 
findings based on one example, but some assessments of RBM usage and 
application from our field of interest already exist.

Meier (2003) argues that the public sector, which has traditionally been 
focused on input and activities, does not possess the organisational ability 
to create a management culture based on results. That is why the attempts 
to introduce RBM have in most cases been assessed as problematic. Even 
the official assessment reports on the RBM application do not seem to 
be exceptionally convincing. Some reviews account for varying level of 
progress (Bester 2012) and inform that certain efforts were more fruitful 
than others (Ortiz et al. 2004) whereas Vähämäki et al. (2011) describe 
repeated challenges over the course of development cooperation 
history.

These findings have outlined existing difficulties with the application of 
RBM within official agencies; unfortunately there are no empirical studies 
which have dealt with RBM within for-profit companies implementing 
development aid. These partial findings do not allow for final assumptions 
and generalisations. 

By now we may conclude that this basic management tool applied 
in development aid with the intention to increase effectiveness and 
performance of foreign aid organisations on all levels has not fulfilled its 
expectations. Relying additionally on empirical findings of Hvidman and 
Andersen (2013), that performance management tools are less effective 
in public organisations, we may speculate that private organisations, 
using the same managerial tool, would achieve better quality of project 
management. As research to date has been rather scarce, the claims 
made here cannot be final.
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At this point, it would be useful to point out that NPM and RBM, in general 
and also in particular in the development aid field, have been prone to 
severe critique, as being overly reductionist, managerialist and in contrast 
to the flexibility which is needed in development aid. Nonetheless, the 
objective of the article was not to critically engage in a discussion about 
the appropriateness of the RBM as a tool for the development aid industry, 
but to depict, on the example of RBM which has been dominantly used 
in development aid, how managerial practices tend to be dependent 
upon the industry where they are used and explain why usage of some 
tools by for-profit companies may be more in line with good managerial 
practices in development aid.

Difference in Variance of Actions

One very common assertion among scholars who examined public-
private differences is that managers in the public sector have a rather 
limited variance of actions in comparison to private sector managers 
(Wilson 1989; Rainey 2009; Meier & O’Toole 2011). Private organisations, 
theoretically, have more discretion in inducements (Baldwin 1990; 
Bretschneider 1990; Rainey 2009; Scott & Falcone 1998). At the same 
time, Rainey (2009) argues that decisions in public organisations involve 
more complexity, intervention, and interruption than those in their private 
counterparts.

Findings from an interview-based public-private comparison (Eðvarðsson 
& Sigurðardóttir 2010) go in line with the previous claims. The survey 
revealed that administrators of public bodies have a weaker mandate 
to make decisions than their colleagues in private enterprises and that it 
takes longer to make these decisions in public institutions than in private 
ones. These findings may have serious consequences for the management 
processes in the field of development aid.

Looking at the four dimensions of project management, these limitations 
in action would mostly affect the team-leader dimension, as the limitation 
of potential choices of action has direct consequences on the behaviour 
of the team-leader. The rich project management literature depicted the 
significant importance that a team-leader has for overall project success  
(Gaddis 1959; Kerzner 1998; Zimmerer & Yasin 1998). His/her behaviors 
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(Crawford 2000) form in themselves a significant factor contributing to 
project success, which has been confirmed in different theoretical and 
empirical works on critical project management success factors (Belassi & 
Tukel 1996) outside and within the development aid industry. 

The above considerations allow for the creation of a hypothesis concerning 
the quality of project management in the development aid industry - that 
private organisations are likely to be more suitable for project delivery in 
the field of development aid, in the environment where one is constantly 
exposed to nonstandard problems in rather unfamiliar settings. Thinking 
unconventionally and the possibility to act fast become crucial under such 
circumstances. Having greater freedom of choice while making decisions 
and the possibility to apply atypical solutions are utterly important success 
factors in this industry. Public decision-making, which is burdened by 
multiple bureaucratic layers and hindered by meticulous procedures, 
seems to be less suitable for the field of development aid.

Bureaucracy and Red Tape

One rather common claim about public organisations is that they are 
more bureaucratic than their private counterparts (Emmert & Crow 1988; 
Holdaway et al. 1975; Lan & Rainey 1992; Rainey 1983; Scott & Falcone 1998), 
that they tend to follow more procedures, and that they are less flexible 
(Bozeman & Kingsley 1998; Farnham & Horton 1996). One side-effect of 
bureaucracy, as defined by Bozeman and Scott (1996), is red tape. It refers 
to “the constraint or impediment to an organisation´s freedom as a result of 
laws, rules, regulations and procedures” (Baldwin 1990: 8). It is considered to 
be counter-productive as significantly more attention is paid to respecting 
existing rules and following procedures than on accomplishing results 
(Bozeman & Scott 1996). In the development industry it would be directly in 
contrast with the results agenda and counterproductive to aid effectiveness 
efforts. One way to explain this strong focus on rules and procedures is 
through the incentive structure that exists within public organisations, where 
penalties occur as a consequence of the violation of existing rules (Fottler 
1981). In such an environment, any behaviour which may contain creative 
solutions that would accomplish results but would not follow existing rules 
by the letter would not be carried out. The remaining question is whether 
public organisations indeed suffer from more bureaucracy and red tape.
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Empirical results have not been unambiguous. Although many empirical 
studies (Bretschneider 1990; Bozeman et al. 1992; Rainey et al. 1976) have 
confirmed, as expected, that public organisations indeed have more red 
tape, Buchanan´s findings (1975), on the contrary, claim that red tape plays 
a more significant role in the private sector. Furthermore, Knot (1993) and 
Lachman (1985) claim that the role of rules in private management can be 
even more important than in public management. The results are equally 
vague when it comes to red tape research; there are no definite answers to 
which sector might be suffering from red tape to a higher extent. 

Considering such contradictory findings on the different characteristics of 
the two sectors, it could be helpful to examine the particular effects that 
more bureaucracy and red tape (although one cannot, at this stage, 
claim with certainty which organisations are more affected by them), 
could have on organisational outcomes and performance.

Research examining the connection between overall organisational 
performance and red tape discovered that red tape is not bad per se 
(Pandey & Moynihan 2006) as many organisations operate under similarly 
burdensome rules, but their performance varies a great deal. In a study 
conducted on the United States agencies, Pandey and Moynihan (2006) 
find that red tape may be mitigated through political support and 
organisational culture, and that some agencies have indeed managed 
to overcome it.  

However, considering the effects of red tape without mitigating variables, 
and concentrating on particular management systems that may be 
affected by it, reveals that the human resource management system and 
the information system seem to be particularly affected by the existence 
of red tape (Pandey et al. 2007). This could have relevance on the 
development aid sector, as the information management system is one 
of the success factors of project management and it plays a significant 
role for the overall quality of management. It has also been empirically 
proven as one of the major success factors from a project coordinators´ 
perspective (Ika et al. 2010). 

Easterly (2002) examined the problem of bureaucratic burden in the 
field of development aid and argued that bureaucracies behave best 
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when there is high feedback from beneficiaries, or an incentive for the 
bureaucracies to respond to the given feedback. The problem of giving 
feedback is “particularly acute” (Easterly 2002: 244) in foreign aid where 
final beneficiaries of goods or services do not actually pay for goods and 
services themselves. In the public sector in general, citizens pay for services 
and they can express their dissatisfaction with public services through 
protests, petitions, and in elections. Feedback of this kind does not exist in 
the development aid field, as the main beneficiaries are in aid recipient 
countries and those financing the goods and services in the development 
aid field are actually citizens of a donor country. This phenomenon, known 
as a broken feedback loop, is well known and thoroughly depicted and 
discussed in development aid literature (Gibson et al. 2005). These findings 
tell us that neither high feedback from service beneficiaries, nor incentives 
for bureaucrats to respond to feedback could act as a mitigating factor 
in development aid. 

These findings can help us create a hypothesis that bureaucracy and red 
tape, if present within implementing organisations, can have negative 
effects on the quality of project management processes. Yet, in order 
to formulate a plausible hypothesis, a rigorous assessment of the level 
of bureaucracy and red tape within development aid agencies vs. 
consulting companies contracted for aid delivery would be needed. 
Since such research, to the best knowledge of the author does not exist, it 
cannot with great certainty be claimed which type of organisation would 
have greater chances of accomplishing higher quality of management.

Discussion and Need for Further Research Steps

Academic research from the field of public administration has to date 
focused in large part on the question whether public organisations are 
different from private ones and how public management differs from 
private management. Furthermore, significant efforts were undertaken to 
examine how these organisational and managerial characteristics actually 
influence organisational output, efficiency and overall performance. 
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The author has combined these findings from the public administration 
field with project management research focusing particularly on the 
development aid industry. The following conclusions can be made: 

1. Due to very specific circumstances in which development aid takes 
place, as well as due to its soft results that are not as easy to meas-
ure, project management knowledge has to be attentively applied, 
taking industry-specific characteristics under careful consideration.

2. The influence of public-private differences on project management 
processes can be considered as relevant in this industry only in the 
following cases:

a. Public-private differences are proven and they are being con-
tinuously confirmed by subsequent results;

b. There are no serious indications that these differences could 
have different effects in the development aid industry;

c. Implications stemming from the attested differences affect one 
of the dimensions that have proven to be one of the success 
factors of development aid projects, such as the stakeholder 
management system, the information management system, 
the knowledge management system, or the team-leader.

This article has provided some initial considerations and possible 
explanations about the achievements of public and private implementing 
organisations in foreign aid delivery. The initial findings seem to slightly 
favour private companies over public ones and it could potentially lead 
to the conclusion that private companies are more likely to achieve 
better project management practices in development aid. Therefore, 
outsourcing the implementation of development aid projects could have 
overall positive effects on the impact of aid. The research deliberately 
omits other effects that contracting out and inclusion of private actors 
in development aid may have, such as the loss of accountability by the 
government, profit-maximising behaviour of for-profit actors, agenda 
setting by private actors etc... The author acknowledges the importance 
of these effects in development aid, encourages research which would 
deeply examine them, but they remain outside of the research focus.
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The assumptions about the positive effects of outsourcing would be in line 
with the practice of a great deal of donor countries, but not of all of them. 
For those agencies which do not outsource project implementation, this 
should show that if they would do so, for-profit companies would be able 
to achieve better quality of project management in the field than their 
staff is currently achieving. It could also have positive consequences on 
overall aid effectiveness as project management is one of the crucial 
components of overall project performance. 

Nevertheless, in order to reach the final plausible conclusions, the following 
needs to be done:

 - Incentives within organisations delivering foreign aid need to be 
deeply examined and their consequences thoroughly analysed. 
One such attempt has already been made by Andersson et al. 
(2005), on the example of Sida, but analyses comparing the two 
types of aid delivery have not yet been conducted;

 - Contracts between donors and public agencies or donors and 
private companies delivering aid should be rigorously examined;

 - Effects of contracting out and competition should be examined as 
they might have even greater importance than sectoral differences;

 - In the end, a large-N empirical study measuring and qualitatively 
evaluating project management practices within both public and 
private implementers need to be conducted, which would then 
finally confirm or reject the findings. 

Regardless of whether the findings would discover better management 
practices within public or private implementers, the final conclusions would 
imply the need for certain changes in the development aid industry. If 
private for-profit firms are able to achieve better quality of management 
practices when delivering development aid projects, this should be a 
wake-up call for Germany, Austria, Switzerland and other countries which 
are still using their own international cooperation agencies to deliver aid 
projects in partner countries. However, if it turns out that public agencies 
are actually doing a better job managing development aid projects, it 
would be a clear sign for most of bilateral development agencies, which 
are outsourcing aid delivery, that contracting out implementation of 
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development aid consequently did not achieve better management as 
initially assumed (Hart 1983).

This article is only the first step of an ongoing research and the additional 
ones are yet to follow. This entire research-project is motivated by the wish 
to provide policy findings for the field of development aid, so that, as a 
result, developing countries receive more effective and more sustainable 
aid in the future.
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