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Public Infrastructure Delivery and the
Choice of Organizational Form

Risharng Chiang”

Abstract

A central theoretical question is how organization makes a difference to
economic performance of public infrastructure project delivery. Obviously,
technology will have a great bearing on the way a project performs. The thesis
of this paper is that a partner public infrastructure firm, by virtue of the fact that
it manages the project delivery function for multiple-discipline infrastructure
projects, is privileged to information not available to the focal agencies. In this
paper, the conditions under which privileged information allows the partner
firm to construct superior incentives for its employees, resulting in superior
infrastructure project delivery are derived. Further, the circumstances under
which outsourcing will not provide additional benefit, and what sorts of
organizational forms are likely to provide the greatest benefit are detailed. The
two main findings are that for low levels of uncertainty, both in-house and
relational contract procurement are equally acceptable. However, as uncertainty
from technology increases, the value of relational contract procurement
increases. Conclusions are drawn and extensions are proposed, related to
economies of scale and transaction costs.

Keywords: Public Infrastructure Delivery, Relational Contract, Organizational
Form
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